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SOMERSET REGIONAL COUNCIL
Statement of Financial Position
As at 30 June 2011

ASSETS
Current Assets
Cash and cash equivalents
Trade and other receivables
Inventories

Non-Current Assets
Trade and other receivables
Investment in associate
Property, plant and equipment

TOTAL ASSETS

LIABILITIES
Current Liabilities
Trade and other payables
Borrowings
Provisions

Non-Current Liabilities
Trade and other payables
Borrowings
Provisions

TOTAL LIABILITIES
NET COMMUNITY ASSETS
Community Equity
Retained surplus

Asset revaluation surplus
Reserves

TOTAL COMMUNITY EQUITY

The above statement should be read in conjunction with the accompanying notes and Summary of

Significant Accounting Policies.
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Note

15
16
17

18
19
20

22
23
24

22
23
24

249,468

25
26

249,468

2011
($ 000's)

60,824
6,713
969

68,506

13,804
21,685
153,499

2010
($ 000's)

58,014
6,104
2,465

66,583

188,988
257,494

6,112

150
6,262

1,764
1,764
8,026

217,324
3,793
28,351

217,725

217,725

284,308

5,679

168

5,847

1,467

1,467
7,313

276,995
231,366

19,841
25,788

276,995




SOMERSET REGIONAL COUNCIL
Statement of Comprehensive Income
For the year ended 30 June 2011

Continuing operations
Revenue components

Capital Revenue

Recurrent Revenue

Share of the profit of associated entity accounted for
using the equity method

Revenue

Expenses

Loss on net assets transferred to associated entity
(Queensland Urban Utilities)

Finance costs

Revaluation decrement of road assets in excess of balance
held in asset revaluation surplus

Net result from continuing operations

Discontinued operations
Profit from discontinued operations

Net result for year

Other comprehensive income

Increase in asset revaluation surplus

Decrease in asset revaluation surplus

Total other comprehensive income for the year

Total comprehensive income for the year

2011 2010
Note ($000's) ($ 000's)
3 2,756 9,092
3 48,799 29,666
19 1,082 -
3 52,637 38,759
4 (50,878) (27,252)

35 (9,561)

(60,439) (27,252)

5 - -
20 (5,646) _
(13,448) 11,506

- 2,084

(13,448) 13,590

25 2 10,615
25  (14,081) (228)
(14,079) 10,387
(27,527) 23,977

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

Accounting Policies.
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SOMERSET REGIONAL COUNCIL
Statement of Cash Flows
For the year ended 30 June 2011

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

Interest received

Dividend received

Finance costs

Net cash inflow (outflow) from operating activities

Cash flow from investing activities

Payments for property, plant and equipment

Net movement in loans and advances

Proceeds from sale of property, plant and equipment
Net cash inflow (outflow) from investing activities

Cash flow from financing activities

Proceeds from borrowings

Repayments made on finance leases

Repayment of borrowings

Net cash inflow (outflow) from financing activities

Net increase (decrease) in cash held
Cash at beginning of reporting period
Cash at end of reporting period

2011
Note ($ 000's)

49,070

(45,885)

3,185
4,307
377

32 7,869

(5,630)

571

(5,059)

2,810
58,014

15 60,824

2010
($ 000's)

40,206

(25,322)
14,884

2,170

17,054

(11,954)

384

(11,570)

5,484
52,530
58,014

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

Accounting Policies.
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SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011
Note 1

The basis of preparation and the significant accounting policies that have been adopted in the preparation of these financial
statements are:

Basis of preparation
1.01 General
These general purpose financial statements for the period 1 July 2010 to 30 June 2011 have been prepared in accordance with
all Australian Accounting Standards, Australian Accounting Interpretations and other pronouncements issued by the Australian
Accounting Standards Board. They also comply with the requirements of the Local Government Act 2009 and the Local
Government (Finance, Plans and Reporting) Regulation 2010.

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

1.02 Statement of Compliance
Australian Accounting Standards include Australian equivalents to International Financial Reporting Standards (AIFRS).
Because the Council is a not-for-profit entity and the Australian Accounting Standards include requirements for not-for-profit
entities which are inconsistent with International Financial Reporting Standards (IFRS), to the extent these inconsistencies
are applied, these Statements does not comply with IFRS. The main impacts are in:

- the offsetting of revaluation and impairment gains and losses within a class of assets
- the timing of recognition of non-reciprocal grant revenue

1:03 Currency
The Council uses the Australian dollar as its functional currency and its presentation currency.

1.04 Constitution
The Council is constituted under the Queensland Local Government Act 2009 and is domiciled in Australia.

1.05 Date of authorisation
The financial statements were authorised for issue on the date they were submitted to the auditors for final signature. This is
the date the management certificate is signed.

1.06 Changes to Accounting Policies
Unless otherwise stated, accounting policies have been consistently applied throughout the period.

1.07 Adoption of new and revised Accounting Standards
In the current year, Council adopted all of the new and revised Standards and Interpretations issued by the Australian
Accounting Standards Board (AASB) that are relevant to its operations and effective for the current reporting period. The
adoption of the new and revised Standards and Interpretations has not resulted in any material changes Council's accounting
policies.

At the date of authorisation of the financial statements, the Standards and Interpretations listed below were in issue but not yet
effective.
Effective for annual
report periods
beginning on are after:

AASB 9 Financial Instruments (December 2009)

1 January 2013

AASB 124 Related Party Disclosures (December 2009)

1 January 2011

AASB 1053 Application of Tiers of Australian Accounting Standards

1 July 2013

AASB 1054 Australian Additional Disclosures

1 July 2011

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

1 January 2013

2009-12 Amendments to Australian Accounting Standards in relation to AASB 8 Operating Segments
(December 2009)

1 January 2011

2009-14 Amendments to Australian Interpretation — Prepayments of a Minimum Funding Requirement
(Interpretation 14) (December 2009)

1 January 2011

AASB 2010-2 Amendments to Australian Accounting Standards arising from Reduced Disclosure
Requirements

1 July 2013

AASB 2010-4 Further Amendments to Australian Accounting Standards arising from the Annual
Improvements Project

1 January 2011

AASB 2010-5 Amendments to Australian Accounting Standards

1 January 2011

AASB 2010-6 Amendments to Australian Accounting Standards — Disclosures on Transfers of Financial
Assets

1 July 2011

AASB 2010-7 Amendments to Australian Accounting Standards arising from AASB 9 (December 2010)

1 January 2013

AASB 2010-8 Amendments to Australian Accounting Standards — Deferred Tax: Recovery of Underlying
Assets

1 January 2012

AASB 2010-9 Amendments to Australian Accounting Standards — Severe Hyperinflation and Removal of

Printed on 1/12/2011
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SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011
Note 1

Fixed Dates for First-time Adopters

AASB 2010-10 Further Amendments to Australian Accounting Standards — Removal of Fixed Dates for 1 January 2013
First-time Adopters

AASB 2011-01 Amendments to Australian Accounting Standards arising from the Trans-Tasman 1 July 2011
Convergence Project

AASB 2011-02 Amendments to Australian Accounting Standards arising from the Trans-Tasman 1 July 2013
Convergence Project — Reduced Disclosure Requirements

AASB 2011-03 Amendments to Australian Accounting Standards — Orderly Adoption of Changes to the 1 July 2012

ABS GFS Manual and Related Amendments

Management have yet to assess the impact that AASB 9 Financial Instruments and 2009-11 Amendments to Australian
Accounting Standards arising from AASB 9 is likely to have on the financial statements of Council as it is anticipated that further
amendments will occur. Council does not expect to implement the amendments prior to the adoption date of 1 January 2013.

The reported results and position of the council will not change on adoption of the other pronouncements as they do not result in
any changes to the council’s existing accounting policies. Adoption will, however, result in changes to information currently
disclosed in the financial statements. The council does not intend to adopt any of these pronouncements before their effective
dates.

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

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

Valuation of property, plant and equipment - Note 1.17 and Note 20
Impairment of property, plant and equipment - Note 1.20 and Note 20
Investments - Note 1.14, 1.15 and Note 19

Provisions - Note 1.23 and 1.25 and Note 24

Contingencies - Note 28

It is considered that there is significant uncertainty regarding the valuation of certain property, plant and equipment as a result of
damage caused by severe flooding in January 2011. This uncertainty is detailed at 1.17 (vii).

1.09 Revenue.
Rates, levies, grants and other revenue are recognised as revenue on receipt of funds or earlier upon unconditional entitement to
the funds.

Council applies AASB 118 Revenue in respect of contributions received in respect of property development.

(i) Rates and levies
Where rate monies are received prior to the commencement of the rating period, the amount is recognised as revenue in
the period in which they are received, otherwise rates are recognised at the commencement of rating period.

(i) Grants and subsidies
Grants and subsidies that are non-reciprocal in nature are recognised as revenue in the year in which Council obtains

control over them.

Where the Council has an obligation to use a non-reciprocal grant or subsidy in a particular manner the amount is recognised
as revenue on receipt. An equivalent amount is placed in an appropriate reserve until the obligation is satisfied.

Where grants or subsidies are received that are reciprocal in nature, revenue is recognised over the term of the funding
arrangements.

Council did not have any reciprocal grants during the year where the conditions over the grant had not been satisfied.
(iii} Non-cash contributions
Non-cash contributions in excess of the recognition thresholds set out in note 1.17 in value, are recognised as revenue

and as non-current assets. Non-cash contributions below the thresholds are recorded as revenue and expenses.

Physical assets contributed to Council by developers in the form of road works, stormwater infrastructure and park equipment
are recognised as revenue when the development becomes "on maintenance" (i.e. the Council obtains control of the assets
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SOMERSET REGIONAL COUNCIL

Notes to the financial statements

For the year ended 30 June 2011

Note 1
and becomes liable for any ongoing maintenance) and there is sufficient data in the form of drawings and plans to determine
the approximate specifications and values of such assets. All non-cash contributions are recognised at the fair value of the
contribution received on the date of acquisition

No non-cash contribution received during the year resulted in Council bearing any performance obligation (such as new
roads that were yet to be connected to the general road network.)

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

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

(vi) Sales contracts and recoverable works
Contract revenue is recognised at the agreed contract price due at the time of sale or service delivery.
The majority of revenue achieved during 2010/2011 related to road maintenance contracts with State Government.
(vii) Fees and charges
Fees and charges consist of both cost-recovery fees as defined in the Local Government Act 2009 for which Council has a
statutory power to collect and commercial fees and charges which are collected on a contractual basis for matters such as
cemetery operations and waste operations. The majority of fee revenue Council has a statutory power to collect.
Fees and charges are brought to account as revenue on receipt.
(viii) Other revenue including cash contributions
Other revenue is recognised as a receivable when it is probable that it will be received and the amount is known,

otherwise the amount is recognised upon receipt.

Donations and contributions excluding reserve land, are recognised as revenue when the significant risks and rewards
relating to the corresponding assets have been transferred to Council.

Unreceived contributions where the significant risks and rewards have been transferred to Council are recognised as receivables.
AASB Interpretation 18 has been applied prospectively to transfers of assets from customers received on or after 1 July 2009.
1.10 Financial assets and financial liabilities

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

Council has categorised and measured the financial assets and financial liabilities held at balance date as follows:
Financial assets
Cash and cash equivalents (Note 1.11)
Receivables - measured at amortised cost (Note 1.12)
Investment in associate - measured at amortised cost (Note 1.14)

Term deposits - measured at amortised cost (Note 1.15)

Financial liabilities
Payables - measured at amortised cost (Note 1.22)

Financial assets and financial liabilities are presented separately from each other and offsetting has not been applied.
The fair value of financial instruments is determined as follows:

The fair value of cash and cash equivalents and non-interest bearing monetary financial assets and financial liabilities approximate
their carrying amounts and are not disclosed separately.

Council had no interest bearing borrowings during the year.

The fair value of trade receivables approximates the amortised cost less any impairment. The fair value of payables approximates
the amortised cost.

Council does not recognise financial assets or financial liabilities at fair value in the Statement of Financial Position.

All other disclosures relating to the measurement and financial risk management of financial instruments are included in Note 31.
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SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011
Note 1

1.11 Cash and cash equivalents
For the purposes of the statement of financial position and the statement of cash flows, cash and cash equivalents include cash
on hand, all cash and cheques receipted but not banked at year end and deposits at call with financial institutions. It also includes
bank overdrafts and liquid investments with short periods to maturity that are readily convertible to cash at the Council’'s option
without penalty and that are subject to a low risk of changes in value. The Council considers term deposits, being for periods of
less than six months to be cash equivalents.

The fair value of cash and cash equivalents and non-interest bearing monetary financial assets and financial liabilities
approximate their carrying amounts and are not disclosed separately.

1.12 Receivables
Trade debtors are recognised at the amounts due at the time of sale or service delivery, settlement on trade debtors being
generally required within 30 days from the invoice date. Rate debts fall due 42 days after issue of a rate assessment notice.

The collectability of receivables is assessed periodically and if there is objective evidence that Council will not be able to collect all
amounts due, the carrying amount is reduced for impairment. All known bad debts were written-off at balance date.

The fair value of trade receivables approximates the amortised cost less any impairment.

The amount of the impairment is the difference between the asset’s carrying amount and the present value of the estimated cash
flows discounted at the effective interest rate. ’

Councit held a shareholder debt with Queensland Urban Utilities valued at $13,804,033 as at balance date.

The loan receivable is subject to an agreement that provides for a fixed interest rate of 6.7834% with monthly interest-only payments until
30 June 2013. Following these initial payments, the terms will be renegotiated with the Authority. This debt was not secured.
The shareholder debt is treated as a non-current receivable.

1.13 Inventories including land held for resale
Stores and raw materials are valued at the lower of cost and net realisable value and include, where applicable, direct
material, direct labour and an appropriate portion of variable and fixed overheads. Costs are assigned on the basis of
weighted average cost.

Inventories held for distribution are:
« goods to be supplied at no, or nominal, charge, and
« goods to be used for the provision of services at no, or nominal, charge.
These goods are valued at the lower of cost and replacement cost.

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

Profit arising upon sale of land is recognised in the statement of comprehensive income on the signing of a valid unconditional
contract of sale.

Land acquired for use by the Council which is no longer required is reclassified within property, plant and equipment to
land held for development and resale. It continues to be measured at fair value until it is actively being marketed and
expected to be sold within one year. When this occurs it is transferred to current assets held for resale and revalued
at fair value less costs to sell.

1.14 Investments - term deposits

Financial institution deposits at call and term deposits which will mature less than 6 months after balance date are treated as
cash equivalents, whilst deposits at call and term deposits which will mature beyond 6 months after balance date are treated as
current investments. At 30 June 2011, the Council did not have any term deposits in excess of 6 months.

1.15 Investments in associate and other entities - Queensland Urban Utilities and other entities

The Queensland Water Commission's report to the Queensland Government on the Urban Water Supply Arrangements in
South East Queensland proposed a range of structural and regulatory reforms for water supply arrangements in South East
Queensland including changes to economic regulation and pricing.

The South East Queensland Water (Distribution and Retail Restructuring) Act 2009 (the Act) established a statutory body
called the Central SEQ Distributor-Retailer Authority on 3 November 2009 to deliver water and wastewater services to
customers within the local government areas of Somerset Regional Council, Brisbane City Council, Ipswich City Council,
Lockyer Valiey Regional Council and Scenic Rim Regional Council.
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SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011
Note 1

This Authority was one of three Distributor-Retailer entities established.
On 1 July 2010 the Authority acquired legislative power to begin trading, using the business name Queensland Urban Utilities.
Queensland Urban Utilities is an unincorporated entity and is domiciled in Brisbane, Australia.

Under the Act, governance arrangements for the Authority were established in a Participation Agreement, which was
approved by the State Government on 25 June 2010. The Agreement provides for participation rights to be held by the
participating councils to be negotiated between the councils.

The participation rights held by Somerset Regional Council have been determined and Somerset Regional Council holds
0.826% of the rights to participate in the profits of Queensland Urban Ultilities.

These rights held are recognised as investment assets as they represent a resource controlled by Council as a result of
past events and from which future economic benefits are expected to flow.

Notwithstanding that the South-East Queensland Water (Distribution and Retail Restructuring) Act 2009 does not permit the
transfer of participation rights to another party (except by Ministerial approval), Council controls the investment in
participation rights because it is entitled to the benefits of holding and realising the investment.

Included in the definition of financial assets is any asset that is an investment in an associated entity. As discussed above
the participation rights represent equity of the Distributor-Retailers and accordingly the participation rights held by Council
meets the definition of a financial asset.

An investment in an associate is recognised and measured in accordance with the requirements of AASB 128.

Although Council holds less than 1% of the participation rights of Queensland Urban Utilities, the operation of the participation
agreement allows Council to exert significant influence over Queensland Urban Utilities because any three of the minority
participants (that is any three of Ipswich City Council, Lockyer Valley Regional Council, Scenic Rim Regional Council and Somerset
Regional Council) are potentially able to operate together to prevent a board appointment. Conversely any two minority participanté
together with Brisbane City Council are able to appoint board members to Queensland Urban Utilities.

The Authority's Board is comprised of independent directors. No individual Council has the ability to dominate the Authority's
decision making so as to obtain greater benefits from its activities than any other participant.

AASB 128 requires an investment in an associate to be accounted for using the equity method.
AASB 128.11 requires that “under the equity method, the investment in associate is initially recognised at cost.”

When the local government participants transferred the relevant assets to the Distributor-Retailers on 1 July 2010 the
participation rights that they received were determined on the basis of their proportionate share of Regulatory Asset Base
(“RAB") of the total water assets transferred to the relevant Distributor-Retailer.

Council has been advised that the RAB (and the weighted average cost of capital) will provide the owner of the water

assets with a commercial return commensurate with the risks inherent in the assets and accordingly the RAB is what a

private sector operator might be willing to pay for the assets in an arms-length transaction as it represents the retums that the
current operator can generate in the current regulatory environment. Together with the fact that the RAB is the basis upon which
the relevant participation rights have been determined indicates that the RAB is an appropriate methodology to determine the fair
value of the transferred assets.

Council has brought to account a loss in respect of the fair value of the water assets transferred to the Distributor-Retailer in
exchange for the participation rights pius transaction costs directly attributable to the acquisition. Transaction costs that might

apply to similar transactions in the private sector such as stamp duty did not apply.

The Authority operates under a tax equivalent regime; with all tax paid distributed to the participating Councils on a pro-rata
basis to their participation rights. Tax is payable quarterly based on a percentage of the Authority's gross revenue.

As a party to the Participation Agreement, the Council receives a proportional share of net profits as a participation return.
Returns are paid from post-tax operating profits (after adjusting for capital receipts).

Details of the transactions regarding the transfer of assets to Queenstand Urban Utilities and the loss on investment
following revaluation are detailed at note 35.

Council holds minor shareholdings in SEQ Distribution Entity (Interim) Pty Ltd (a $1 shareholding) and SEQ Regional
Recreational Facilities Pty Ltd (8,000 shares of 1,100,000 shares issued). Both holdings were initially recorded at cost ($8,001)
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SOMERSET REGIONAL COUNCIL
Notes to the financial statements
. For the year ended 30 June 2011
Note 1

however have subsequently been fully impaired and now have a nil value.

1.16 Investment property
Council holds immaterial assets that are held by lessees under operating leases.

These assets are incorporated in property, plant and equipment and are included in the "land" and "buildings and other
assets" categories in note 20. The assets are maintained on short term leases so that they can be used for Council owner
occupier purposes in the future.
It is considered that these assets do not meet the definition of investment property under AASB140.5.
Lease amounts receivable are disclosed in note 27 (e).

1.17 Property, plant and equipment

Each class of property, plant and equipment is stated at cost or fair value less, where applicable, any accumulated
depreciation and accumulated impairment loss.

Iltems of property, plant and equipment with a total value of less than the following thresholds are treated as an expense in the
year of acquisition. All other items of property, plant and equipment are capitalised.

» Land $ 1
* Plant and equipment $ 5,000
« Other assets $ 10,000

Other assets includes assets in the classes of buildings and other structures, roads, bridges, underground drainage
and water and sewerage. All water and sewerage assets were disposed of on 1 July 2010 as outlined in note 1.15.

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

Property, plant and equipment received in the form of contributions are recognised as assets and revenues at fair value by
Council valuation where that value exceeds the recognition thresholds for the respective asset class. Fair value means the
amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm's
length transaction.

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

(i) Valuation
Land, buildings and infrastructure are measured on the revaluation basis, at fair value, in accordance with AASB116
Property, Plant and Equipment and the Local Government Finance Standard 2005. All other non-current assets, principally
plant and equipment is measured at cost.

Non-current physical assets measured at fair value are revalued where required so that the carrying amount of each
class of asset does not materially differ from its fair value at the reporting date. This revaluation involves either the
application of a suitable index to the cost elements of each asset or involves an independent assessment of the value.

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

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

balance, if any, in the revaluation surplus relating to that asset class.

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

Plant and equipment is measured at depreciated cost. The carrying amounts for plant and equipment measured at
depreciated cost does not differ materially from their fair value.
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SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011
Note 1

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

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

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

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

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

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

The estimated useful lives of property, plant and equipment are reviewed annually.

The range of useful lives for each class of asset are as follows:

Asset Range of Estimated Depreciation
- Useful Life in Years method used
Land Not depreciated Not depreciated
Buildings and Other Structures 7 to 100 Straight line
Plant and Equipment 31020 Straight line
Infrastructure
Roads 10 to 200 Straight line
Water and sewerage network 5to 80 Straight line
Bridges 30to 100 Straight line

(v) Land under roads
Somerset Regional Council does not control any land under roads. All land under the road network within the council area
has been dedicated and opened for public use under the Land Act 1994 or the Land Title Act 1994 and is not controlied by
Council but is controlled by the State pursuant to the relevant legislation. Therefore this land is not recognised in these
financial statements.

(vi) Capital work in progress
The cost of property, plant and equipment being constructed by the Council includes the cost of purchased services,
materials, direct labour and an appropriate proportion of labour overheads.

(vii) Impact of flooding
in January 2011 a significant flood event occurred within Council’s boundaries. This flood event caused extensive damage to
Council’s road and bridge assets.

The assets were assessed by independent engineers following the flood to determine the condition of the assets and the
extent of work required to restore these assets to their pre-flood condition.

The Council has used this information in assessing the fair value of the assets at reporting date and in updating the assets'
useful lives. This condition related change combined with increases in the cost of road construction has resulted in a total
nett write-down of the value of road assets of $19.726 million comprising the following:

Decrease in asset revaluation surplus $ 14.0808 million
Revaluation down of road assets in excess of balance held in asset revaluation surplus $ 5.6455 million
$ 19.726 million

While Council has made every effort to quantify the impact the floods had on its roads and bridges, the inspection

by the independent engineers was not a full comprehensive valuation for financial reporting purposes and information
gathered was used by Council engineers conducting valuations in addition to data from other sources about the condition
of road assets.
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The prime reason for the inspection was for the purpose of determining which assets needed immediate restoration to be
fit for use by the community, and it was completed on an urgent basis within a short time frame.

The detailed inspections by consulting engineers focussed on 2102 sections of road which were known to be flood
affected. Whilst it is likely that damage to affected assets will be uncovered in future periods that were not inspected by
independent consulting engineers as at 30 June 2011, because all roads were under traffic at 30 June 2011, the valuations
are believed to be materially correct.

Due to these matters, there is significant uncertainty in relation to the value of the road and bridge assets and the reduction
in the carrying value recorded this year.

This uncertainty will be resolved once all restorative work is completed and a full comprehensive valuation is performed.

Assets that were destroyed by the flood have been treated as a disposal of a capital asset (in note 8).
Assets that were damaged by the flood but not destroyed have been revalued as outlined above.

1.18 Intangible Assets
Intangible assets with a cost or other value exceeding $10,000 are recognised as intangible assets in the financial statements,
items with a lesser value being expensed.

Expenditure on research activities relating to internally-generated intangible assets is recognised as an expense in the period in
which it is incurred.

Costs associated with the development of computer software are capitalised and are amortised on a straight-line basis over the
period of expected benefit to Council.

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

An intangible asset arising from development (or from the development phase of an internal project) is recognised if, and
only if the following are demonstrated:

(a) the technical feasibility of completing the intangible asset so that it will be available for use or sale;

(b) Council's intention to complete the intangible asset and use or sell it;

(c) Council's ability to use or sell the intangible asset;

(d) whether the intangible asset will generate probable future economic benefits;

(e) the availability of adequate technical, financial and other resources to complete the development and to use or sell the
intangible asset; and

(f) Council's ability to measure reliably the expenditure attributable to the intangible asset during its development.

As at balance date, Council has no intangible assets that require recognition under its accounting policy.

1.19 Biological Assets
The Council operates a nursery to produce bedding plants and trees for its own use. In view of the immaterial nature of this
operation the accounting procedures related to biological assets have not been applied. The costs incurred in this operation are

included in Council's general operations as they are incurred.

1.20 Impairment of non-current assets
All non-current physical and intangible assets are assessed for indicators of impairment on an annual basis.

If an indicator of possible impairment exists, the Council determines the asset's recoverable amount.
Any amount by which the asset's carrying amount exceeds the recoverable amount is recorded as an impairment loss.

The asset's recoverable amount is determined as the higher of the asset's fair value less costs to sell and depreciated
replacement cost. -

An impairment loss is recognised immediately as an expense in the statement of comprehensive income, unless the asset is
carried at a revalued amount.

When the asset is measured at a revalued amount, the impairment loss is offset against the asset revaluation surplus of the
relevant class to the extent available.

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

1.21 Leases
Leases of plant and equipment under which the Council as lessee assumes substantially all the risks and benefits incidental to
the ownership of the asset, but not the legal ownership, are classified as finance | Other | , where substantially all

the risks and benefits remain with the lessor, are classified as operating leases.

(i) Finance leases
Where Council enters into a finance lease, Council recognises an asset equal to the lower of fair value of the leased
property and the present value of the minimum lease payments. The lease liability is recognised at the same amount.
Lease liabilities are reduced by repayments of principal. The interest components of the lease payments are charged
as finance costs. The asset is accounted for on the same basis as other assets of the same class. Contingent rentals
are written off as an expense in the accounting period in which they are incurred.

Council had no finance leases at 30 June 2011.

(i) Operating leases
Payments made under operating leases are expensed in equal instalments over the accounting periods covered by the
lease term, except where an alternative basis is more representative of the pattern of benefits to be derived from the
leased property.

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

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

(i) Salaries and wages
A liability for salaries and wages is recognised and measured as the amount unpaid at the reporting date at current pay
rates in respect of employees' services up to that date. This liability is treated as a payable and not as a provision.

(ii) Annual leave
A liability for annual leave is recognised. The current portion (based on the expected payment date) is based on current wage
and salary levels and includes related employee on-costs. The non current portion is based on projected future wage and
salary levels and related employee on-costs discounted to present values. This liability is treated as a payable and not as a
provision.

(iii) Sick leave
Sick leave taken in the future will be met by future entitlements and hence no recognition of sick leave has been made in
these financial statements. Council has no obligation to pay sick leave on termination to any employee.

(iv) Superannuation
The superannuation expense for the reporting period is the amount of the contribution the local government makes
to the superannuation plan which provides benefits to its employees. Details of those arrangements are set out
in Note 29.

(v) Long service leave
A liability for long service leave is measured as the present value of the estimated future cash outflows to be made in
respect of services provided by employees up to the reporting date. The value of the liability is calculated using current pay
rates and projected future increases in those rates and includes related employee on-costs. The estimates are adjusted for
the probability of the employee remaining in the council's employment or other associated employment which would result in
the Council being required to meet the liability. Adjustments are then made to allow for the proportion of the benefit earned
to date, and the result is discounted to present value. The interest rates attaching to Commonwealth Government
guaranteed securities at the reporting date are used to discount the estimated future cash outflows to their present value.
This liability is reported in Note 24 as a provision.

Long service leave liabilities were previously reported as payable rather than as a provision and comparative balances have
been amended to reflect the change in classification.

The change in classification of a balance sheet item has no impact on the statement of comprehensive income, the statement
of cash flows or the statement of changes in equity.
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(vi) Remuneration of senior contract employees
Note 30 provides disclosures required under section 201 of the Local Government Act 2009.

The remuneration disclosed at note 30 represents the total of:

1. Gross salary paid to relevant employees as detailed on the statements of eamings issued by Council
for the 2010/2011 income year.

2. Reportable superannuation contributions in favour of the relevant employees as detailed on the
statements of earnings issued by Council for the 2010/2011 income year to those employees.

3. Reportable fringe benefits provided to relevant employees at the value detailed on the statements of
eamings issued by Council for the 2010/2011 income year to those employees.

1.24 Borrowings
Loans payable are measured at amortised cost. Interest is recognised as it accrues.

Finance costs are treated as an expense and not capitalised. All loans are unsecured.

1.25 Restoration provision
A provision is made for future restoration costs where it is probable the Council will be liable, or required, to incur such a
cost on the cessation of use of the facility. This liability is provided in respect of roadside gravel pits.

The provision is measured at the expected cost of the work required discounted to current day values using an appropriate
Commonwealth Government guaranteed rate.

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

Changes to the provision resulting from the passing of time (the unwinding of the discount) are treated as a finance cost.

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

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

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

When an asset is disposed of the amount in the surplus in respect of that asset is retained in the asset revaluation surplus
and is not transferred to retained surplus, unless an entire class is disposed in which case the fuil amount in the asset
revaluation surplus pertaining to the class is transferred to retained surplus.

1.27 Reserves
The following reserves are cash backed reserves and represent funds that are accumulated within the Council to meet
anticipated future needs. In each case the amount relates to a perceived future requirement which is not currently a
liability.

(i) Asset Replacement Reserve
This reserve was created for replacement of non current assets not specifically identified.

(i) Plant Reserve
This reserve was created for acquisition of Council's plant in line with Council's asset management program.

(iii) Capital Grants Reserve .

This reserve was used to hold capital grants and subsidies which Council has received for specific capital works but the
funds have not been expended as at year end. The constraint that applies to such grants and subsidies is that they can
only be used for the purpose for which they have been given and for no other purpose unless specific prior approval is
given by the granting authority.

(iv) Constrained Works Reserve

This reserve is created to ensure sufficient funds are available to carry out future capital works which the Council is
legally obliged to perform together with non-binding commitments. It represents unspent infrastructure charges, capital
grants and similar items.
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(v) Building Reserve
This reserve was created to provide funding for future buildings.

(vi) Road Maintenance Special Levy Reserves (various names)

These reserves exist to ensure transparency in how Council manages road maintenance special charges and asset
management activities on roads for which a special charge applied. The nett difference between special charges raised for
a road and relevant expenditure on that road is transferred to or from the reserve.

(vii) Tennis Court Major Maintenance Reserve
This reserve was created for the purpose of providing funding for future tennis court major maintenance projects at the
Moore, Esk and Toogoolawah Council owned tennis courts for which a lease rental is paid by local clubs.

(viii) Light Plant Fleet Reserve

This reserve is held for the purpose of replacing vehicles currently held under operating leases with purchased
vehicles if at the time of making a replacement decision, the estimated whole of life costs of owning the replacement
vehicle are less than the replacement vehicle are less than the cost of leasing.

(ix) Environmental Reserve
This reserve was created to provide funding for future compliance with obligations required under the Environmental
Protection Act.

(x) Legal Expenses Reserve
This reserve was created to provide a contingency amount to offset any legal costs which may be required.

(xi) New Financial System Reserve
This reserve is held for the purpose of funding the replacement of Council’s financial system.

(xii) Disaster Management Reserve
This reserve was created to provide a contingency amount for any unforeseen adverse events.

(xiii) Recurrent Revenue Reserve

This reserve was used to hold recurrent revenue which Council has received for specific projects but the funds have not
been expended as at year end. The constraint that applies to such grants and subsidies is that they can only be used for
the purpose for which they have been given and for no other purpose unless specific prior approval is given by the
granting authority. The reserve also holds an amount equivalent to rates received in advance of physical rate levies which
have been recognised as revenue but which are potentially refundable.

(xiv) Elections Reserve
This reserve was created to fund future elections and by-elections as required.

(xv) Esk Showground Sport and Recreation Reserve Fund
This reserve was created to separately record the accumulated surplus (if any) of rentals and contributions over the costs of
the Esk Showground Sport and Recreation Reserve.

(xvi) Land Sales Reserve
This reserve was established to represent the sale proceeds of properties sold by Council since July 2001, to provide
funding for land development projects.

1.28 Retained Surplus

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

1.29 Rounding and Comparatives
Amounts included in the financial statements have been rounded to the nearest $1,000 or, where that amount is $500 or less,
to zero. There may be differences between financial statements and notes to the financial statements due to the rounding.

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

Long service leave provisions which were included with payables for 2009/2010 have for 2010/2011 been included with
provisions. Comparatives have been restated to reflect this change in classification.

1.30 National Competition Policy
The Council has reviewed its activities to identify business activities. Details of business activities are disclosed in Note 36.

1.31 Trust funds held for outside parties
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Funds held in the trust account on behalf of outside parties include those funds from the sale of land for arrears in

rates, deposits for the contracted sale of land, security deposits lodged to guarantee performance and unclaimed monies
(e.g. wages) paid into the trust account by the Council. The Council performs only a custodian role in respect of these
monies and because the monies cannot be used for Council purposes, they are not considered revenue nor brought to
account in the financial statements.

The monies are disclosed in the notes to the financial statements for information purposes only in Note 33.

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

1.33 Financial risk management
The Council minimises its exposure to financial risk on investments in the ways outlined in its investment policy.

Under this policy and applicable legislation, risk management strategies include:
* Restrictions on what types of financial institutions and products council will invest in as outlined in note 31.
+» The Council does not invest in derivatives or other high risk investments.
» When the Council borrows, it borrows from the Queensland Treasury Corporation unless another financial
institution can offer a more beneficial rate, taking into account any risk.

The Statutory Bodies Financial Arrangements Act 1982 regulates the Council's investment activities.

Details of financial instruments and the associated risks are shown at note 31.

The Council’s financial instruments consist mainly of at call deposits with banks, short-term deposit investments, accounts
receivable and payable and loans from Queensland Treasury Corporation.

Council's major financial risk exposure is interest rate risk and credit risk. Further disclosure on these risks as well as
liquidity risk is detailed in note 31.

1.34 Discontinued operations
The disposal of Council's water and sewerage assets and operations to Queensland Urban Utilities on 1 July 2010

represents a discontinued operation as defined in AASB 5.

Disclosures about discontinued operations are made at note 37.
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SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011

3. Ordinary revenue activity comprises:
Operating income
General rates
Road maintenance special charges
Various inspection program special charges
Rural fire levy special charge
Environmental separate charge
State Emergency Service separate charge
Water - access charges
Water - consumption charges

Sewerage

Garbage charges
Total gross rates and charges
Less: Discounts and pensioner remissions
Discount - General rates
Discount - Water - access charges
Discount - Sewerage
Discount - Garbage charges
Pensioner remissions
Total rate and charges discounts and pensioner remissions
Net rates and utility charges
Other operating income
Fees and charges
Sales contracts and recoverable works
Government grants, contributions and donations
Gain (loss) on sale of developed land
Interest received from investments
Penalty interest from rates and charges
Rental income

Other

Total operating income
Gain on restructure of local government:
Capital income:
Government grants and contributions
Contribution of monetary assets by developers
Other contributions
Gain on the disposal of capital assets
Other capital income
Total capital income

Share of the profit of associated entity accounted for using the

equity method

Total revenue from ordinary activities

Consisting of:

Continuing operations
Discontinued operations

4. Ordinary expense activity comprises:
Operating expenses before interest

Materials/ services (incl construction materials/ services)
Employee costs (capital and operating)

Less: Capitalised employee, materials/ services costs
Depreciation

Loss on the disposal of capital assets

Other expenses

Total operating expenses before finance costs

Consisting of:
Continuing operations
Discontinued operations

Operating expenses included the following significant costs:
Expenditure pursuant to Natural Disaster Relief and Recovery Arrangements
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14f

14a
14b
6a

14c
14d

14e

6b
6¢
6d

35

37

10
13
11

12

37

2011
($ 000's)

14,126
35

77

160
102
139

2,237
16,875

(1,890)

(296)
6
2,192)
14,683

1,619
10,504
13,183

2,849

4,384

160
239

1,178

48,799

994
703
92

968
2,756

1,082
52,637

52,637

52,637

37,047
11,764
(5,189)
5,695
10,047
1,075
60,439

60,439

60,439

16,392

2010
($ 000's)

12,652
40

73

163
101
135
1,760
2,396
2,040
1,994
21,356

(1,698)
(228)
(266)
(258)

8

- 8
(2,458)
18,898

2,401
6,377
4,936
852
2,390
147
233
1,130
37,362

3,223
891
671
896

3.411

9,092

46,454

38,758
7,696
46,454

25,266
11,333
(11,804)

7,134

936
32,864

27,252
5,612
32,864

784
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5. Finance cost
Finance costs charged by the Queensland Treasury Corporation

6. Contributions, grants and subsidies
Contributions, subsidies and grants are analysed as follows:
a. Government subsidies/ grants used for recurrent expenditure
Financial Assistance Grant
CROSS social services program
Fuel tax credits
Immunisation
Library book purchases
Lowood Neighbourhood Centre building repairs
Lowood Neighbourhood Centre operations
Memorials restoration
Natural disaster relief arrangements
Other recurrent grants and subsidies
Regional Arts Development Fund
Sport and recreation mid-Brisbane River study
Sport and recreation participation including Brisbane Valley Rail Trail
Sport and recreation - tennis courts - Fernvale school
State Emergency Service
Training and development
Total operational revenue

b. General/ special purpose government capital subsidies/ grants
Commonwealth and State Water Grants
Fernvale Indoor Sports Centre
Nuisance and animal management grants
Regional Community Infrastructure Program
Roads to Recovery - Commonwealth road funding
Rural Living Infrastructure Program
Schoolsafe program
Transport Infrastructure Development
Total capital grants and subsidies

¢. Contributions constrained for capital purposes
Contribution of monetary assets by developers
Total capital contributions

d. Other contributions

Esk Gatton Laidley Water Board contribution (cash)
Total other contributions '
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Note

2011
($ 000's)

2010
($ 000's)

3,285
119
71

14

70

109

8
9,346
3

25

61

12
60

3,111
115
73

19
93

40

35

12
1,299

23
17
36
17

38

13,183

4,936

153
658

183

55
1,050

142
1,242
10

719

994

3,223

703

891

703

891

92

671

92

671
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7. Gain (loss) on sale of developed land (inventory asset)
Proceeds from sale of land developed for resale
Less: Current cost of developed land sold

Gain (loss) on sale of developed land (inventory asset)

8. Gain (loss) on the disposal of capital assets
(i) Proceeds from the disposal of property, plant and equipment:
Buildings and other structures
Plant and equipment
Water and sewerage infrastructure
Bridges
Less: Book value of property, plant and equipment disposed
Buildings and other structures
Plant and equipment
Water and sewerage infrastructure
Bridges

(i) Proceeds from the disposal of land (not held for redevelopment)
Less : Book value of land disposed

Gain (loss) on the disposal of land
Gain (loss) on the disposal of capital assets

Gains on the disposal of capital assets are included with income.

Losses on the disposal of capital assets are included with expenses.

9. Other capital income
Capital income recognised during the period arose from:

Contribution of non-monetary non-current assets by developers at fair value
Contribution of non-monetary non-current assets by others at fair value

10. Employee benefits
Total wages and salaries
Annual leave, accrued hours and long service leave entitlements
Superannuation

Other employee related expenses
Total employee costs
Employed for:
Capital purposes
Operating purposes

11. Depreciation
Depreciation and amortisation was charged in respect of:
Buildings and other structures
Roads
Bridges
Underground drainage
Plant and equipment
Water and sewerage network

12. Other expenses
Included in other expenses are the following :
Audit services
Operating lease rentals
Councillors' remuneration
Other Councillor costs

2011
Note ($ 000's)

4,209
(1,360)

2,849

521
33,426

20 (433)
20 (42,987)
20 (579)

(10,053)

970
20 (964)

6

{10,047)

20 968

968

10,130
275
1,227

11,632
132

11,764

584
11,180

11,764

830
3,580
439
40
805

5,695

87
437
430
121

1,075

2010
($ 000's)

1,261
409

1,570
335

(659)
(329)
(14)

904
49
67)

896

1,720
1,691
3,411

10,057
220
1,159
11,436
103
11,333

1,329
10,004
11,333

825
3,713
454
37
805
1,299
7,134

74
335
428

99
936

Councillor remuneration represents salary, superannuation contributions-and other allowances paid in respect of carrying out

their duties. In addition to these amounts, the Mayor received the use of a fully maintained motor vehicle and all Councillors
received reimbursement for various expenses incurred. Council has resolved that councillors are not employees. Councillor

remuneration is therefore not included in employee costs.
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SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011

2011 2010
Note (3 000s) ($ 000's)
13. Capitalised expenditure
Capitalised expenditure includes the following:
New assets commissioned 20 11,459 8,528
Capital work in progress - opening balance (7,507) (820)
Capital work in progress - at year end 21 1,238 7,507
5,189 15,215
Less other adjustments - (3,411)
5,189 11,804
14. Revenue dissections (refer note 3)
a. Fees and charges revenue was derived from:
Animal control/ local law fees 160 144
Building fees 472 555
Cemetery fees 121 102
Change of ownership fees 47 53
Health fees 8 4
Planning and engineering fees 573 946
Property search fees 120 139
Sewerage fees and charges - 48
Waste fees 119 133
Water fees and charges - 279
Total 1,619 2,401
b. Sales contracts and recoverable works revenue was derived from:
State Government transport entities 10,332 2,939
Water entities 22 731
Other 150 2,707
Total 10,504 6,377
c. Interest received from investments was derived from:
Queensland Treasury Corporation 1,808 1,902
Queensland Urban Utilities 950 -
Various banks 1,626 488
Total 4,384 2,390
d. Penalty interest from rates and utility charges was derived from:
General rates and other charges 139 87
Water - 28
Sewerage - 13
Garbage charges 21 18
Total 160 147
e. Other income was derived from:
Centrelink agency fees 46 35
Commissions earned 59 58
Ex-Gratia Queensland Treasury payments 901 852
Sponsorships and contributions 1 45
Other income 172 138
Total 1,178 1,130
f. Various inspection program special charges comprised:
Food Act inspection special charge 19 18
Dangerous Goods Safety Management Regulation charge 6 6
Environmental Protection Act inspection special charge 14 16
Extractive industries inspection program special charge 15 12
Kennels inspection program special charge 7 7
Intensive poultry farm inspection program special charge 16 15

Total 77 73

Printed on 1/12/2011



SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011

Notes

15. Cash and cash equivalents

Cash on hand ~ petty cash and cash floats

Cash at bank - operating fund (including unpresented cheques)

Less cheques drawn on operating fund but not presented at balance date

Cash at bank - trust fund

Term deposits

Short term investments at call
Balance per statement of cash flows

Externally imposed expenditure restrictions at the reporting date relate to the following cash
assets:
Unspent developer contributions
Total unspent restricted funds for capital and recurrent projects

Short term investments at call are held with the Queensland Treasury Corporation. The
short
term investments at call bear floating interest rates as detailed in note 31.

16. Trade and other receivables (current)
Rates and utility charges levied
Less: impairment of rates debtors

Add: water charges not levied at balance date

GST recoverable

Other debtors accrued

Other debtors levied

Less: impairment of non-rates debtors

Prepayments

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

Movement in accumulated impairment losses (rates and other debtors) is as follows:
Opening balance - total impairment of rates and other debtors
Impairment
Closing balance - total impairment of rates and other debtors

17. Inventories - current
Inventories held for sale
Land purchased for development and sale
Inventories held for distribution
Stores, sundry and road making materials
Total current inventories

Movement in land held for development and sale

Opening balance

Land designated as inventories

Less: cost of developed land sold
Land purchased for development and sale (current and non-current)
Dissected as:

Current

Non-current

18. Trade and other receivables (non-current)
Shareholder loan - Central SEQ Distributor-Retailer Authority trading as Queensland

Urban Utilities 35

Printed on 1/12/2011

2011 2010
($ 000's) ($ 000's)

16 15
2,228 1,410
(2,112) (464)
1,202 3,417
30,000 20,000

29,490 33,636
60,824 58,014
- 3,417
R 3417
1,691 1,422
(15) (19)
1,676 1,403
- 1,138
1,676 2,541
425 113
1,539 2,061
2,809 1,137
(88) 71)
4,685 3,240
351 323
5,713 5,104
(90) (86)
(13) 4)
(103) (90)
443 1,802
526 663
969 2,465
1,802 1,999
- 212
(1,360) (409)
443 1,802
443 1,802
443 1,802
13,804 -




SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011

19. Investment in associate and other investments

19a Carrying value of investments
Non-Current
Right to participate in the profits of Central SEQ Distributor-Retailer Authority trading as
Queensland Urban Utilities at 1 July 2010 - initial adjusted value
Plus 0.826% share of income of Queensland Urban Utilities less distributions received

Closing balance - investment in associate accounted for using the equity method

Notes

35
35

35

2011
($ 000's)

20,982
704

2010
($ 000's)

21,685

Council held a 1 share in SEQ Distribution Entity (Interim) Pty Ltd at year end and 8,000 shares in SEQ Regional Recreation Facilities Pty Ltd.

Neither company is traded on an active market and both investments are valued at nil. Please refer note 1.15. Both holdings were initially
recorded at cost ($8,001) and have subsequently been fully impaired and now have a nil value.

19b Summarised financial information

The following table illustrates summarised financial information of the associate,
Queensland Urban Utilities:

Extract from the associate’s statement of financial position:

Current assets
Non-Current assets

Current liabilities

Non-Current liabilities

Net assets

Share of associate’s net assets

Extract from the associate’s statement of comprehensive income:

Revenue
Net profit

Share of associate's net profit

Printed on 1/12/2011

2011
(8 000's)

253,332
4,350,936

2010
($ 000's)

4,604,268

226,984
1,797,824

2,024,808

2,579,460

21,685

2011
($ 000's)

874,283
130,934

2010
($ 000's)

1,082
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SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011

2011 2010
Note ($ 000's) ($ 000's)
21. Capital works in progress component of property,
plant and equipment
Capital works in progress is stated at cost and is represented Movement
by the following categories at the reporting date: 2010/2011
Bridges 253 2,826 (2,573)
Roads 567 514 53
Water and sewerage - 419 (419)
Buildings and other structures 418 3,748 (3,330)
Total capital works in progress 1,238 7,507 (6,270)
22. Trade and other payables
Current
Trade creditors 923 726
Sundry accruals 3,744 3,998
Other liabilities 489 -
Employee entitiements - annual leave 893 894
Employee entitlements - accrued hours 63 61
: 6,111 5,679
23. Interest bearing liabilities
Current
Loans - Queensland Treasury Corporation - -
Non-Current
Loans - Queensland Treasury Corporation - -
The Council has an unsecured overdraft facility to a limit of: 50 50
Unused portion: 50 50

Printed on 1/12/2011



SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011

Note

24. Provisions

Current
Long service leave

Non-Current
Long service leave
Restoration of gravel pits

Total long service leave provisions

Long service leave has been reclassified as a provision
(formerly included with payables)

Details of movements in provisions:
Long service leave
Balance at beginning of financial year
Long service leave entitlement arising
Long service leave entitlement extinguished
Long service leave entitlement paid
Balance at end of financial year

Restoration of gravel pits
Balance at beginning of financial year
Increase in provision due to unwinding of discount
Increase/(decrease) in provision due to change in discount rate
Balance at end of financial year

This is the present value of the estimated cost of restoring the
quarry sites to a usable state at the end of their useful lives. The
projected cost that is expected to be incurred in 2027 is:

Printed on 1/12/2011

2011 2010
($ 000's) ($ 000's)
150 168
1,625 1,333
139 134
1,764 1,467
1,775 1,501
1,501
425
(150)
1,775
134
5
139
269 297




SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011

25. Asset revaluation surplus

Balance at beginning of period

Net adjustment to non-current assets at end of period to reflect
a change in current fair value or (impairment)

Land

Buildings and other structures

Road assets
Bridge assets

Underground drainage assets
Water and sewerage assets

Less: transfer to retained surplus on disposal of class of assets -

water and sewerage assets
Balance of asset revaluation surplus at end of period

Asset revaluation surplus analysis

The asset revaluation surpius consists of the following components:

Land

Buildings and other structures

Road assets
Bridge assets

Underground drainage assets
Water and sewerage assets
Balance of asset revaluation surplus

Printed on 1/12/2011

2010
($ 000's)

9,454

10,615
(228)

10,387

19,841

686
2,932
14,081
173

1,970

2011
Note ($ 000's)

19,841

20 -

20 -
20 (14,081)

20 2

20 -

20 -
(14,079)
(1,970)

3,793

686

2,932

175

3,793

19,841
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SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011

2011
($ 000's)
27. Commitments and contracts
(a) Finance lease commitments (expenditure)
At the reporting date, the Council had no obligations under finance
leases
(b) Operating lease commitments (expenditure)
At the reporting date, the Council had the following minimum
obligations under non-cancellable operating leases (these
obligations are not recognised as liabilities):
Not later than 1 year 290
Later than 1 year, but not later than 5 years 141
Later than 5 years : -
431
Operating lease expenditure incurred during the period: 437
(c) Contractual commitments — recurrent expenditure
At the reporting date, the Council had the following obligations
under contract and which have not been recognised as liabilities:
Not later than 1 year 737
Later than 1 year, but not later than 5 years 2,333
Later than 5 years 2,454
5,524
(d) Contractual commitments — capital expenditure
At the reporting date, the Council had the following obligations
under contract and which have not been recognised as liabilities:
Buildings 165
Plant and equipment 155
Infrastructure assets 259
579
These expenditures are payable within the next 12 months.
(e) Operating leases where Council is lessor (revenue)
Council leases commercial premises under short term
operating leases. The minimum lease payments are as follows:
Not later than 1 year 99
Later than 1 year, but not later than 5 years 176
Later than 5 years 72
347

Printed on 1/12/2011

2010
($ 000's)

217
135

352

335

583
959

1,542

840
920
38

968

75
169

244



SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011

28. Contingent Liabilities
Various claims may be made against Council in the ordinary course of its business activities.

After consulting legal advisers, Council considers that there are no claims against Council as at 30
June 2011 that required a provision to be recognised or a contingent liability to be disclosed in the
financial report.

Memberships of Insurance Schemes
Somerset Regional Council is a member of the local government self-insurance scheme, Local Government
Workcare. Under this scheme the Council has provided an indemnity towards a bank guarantee to cover
bad debts which may remain should the self insurance licence be cancelled and there was insufficient
funds available to cover outstanding liabilities. Only the Queensland Government's workers compensation
authority may call on any part of the guarantee should the above circumstances arise.
2011 2010
($ 000's) ($ 000's)

The Council's maximum exposure is: 530 455

Somerset Regional Council is a member of the local government mutual liability self-insurance

pool, LGM Queensland. In the event of the pool being wound up or being unable to meet its debts as they
fall due, the trust deed and rules provide that any accumulated deficit will be met by the individual pool
members in the same proportion as their contribution is to the total pool contributions in respect to any
year that a deficit arises. As at 30 June 2010 the financial statements reported an accumulated equity of
$16.2 million (30 June 2009 - $9.7 million). As at the reporting date the Council's share of any

liability (if any) cannot be reliably estimated.

Landfill
Council operates a landfill near Esk. Whilst it is believed that Council is meeting its current legal and
licence obligations under the Environmental Protection Act and other environmental regulations in
operating this landfill including carrying out site remediation work as part of ongoing operations, a
contingent liability may exist for future work that may be required if the specifications for
environmental protection are changed or if there is an unforeseen leakage or other environmental
contamination. No reliable estimate can be made in respect of any potential liability (if any).

Printed on 1/12/2011



SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011

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

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

The scheme has two elements referred to as the Defined Benefits Fund (DBF) and the Accumulation Benefits Fund (ABF). The ABF is a
defined contribution scheme as defined in AASB 119. Council has no liability to or interest in the ABF other than the payment of the
statutory contributions as required by the Local Government Act 2009.

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

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

The audited general purpose financial report of the scheme as at 30 June 2010 (the most recent available) which was not subject to any
audit qualification, indicates that the assets of the scheme are sufficient to meet the vested benefits.

The most recent actuarial assessment of the scheme was undertaken as at 1 July 2009.

The actuary indicated that “the DBF is in a very modest financial position with regard to the net asset coverage of vested liabilities.
Investment returns will be volatile under the required investment strategy, particularly over short periods. The DBF therefore needs
sufficient reserves to be able to withstand a reasonable range of such influences. Because the DBF is now running down and cash flows
are negative, the VBI (vested benefit index) should not be allowed whenever possible to retreat below 100%. Once below 100%, benefits
drawn reduce the available assets for remaining members and hence the net asset coverage of vested benefits declines further. In order
to withstand a one in ten ‘low return’ outcome, the DBF would need reserves of the order of 8% to 10% having regard to the investment
strategy adopted. Given the current position of the DBF, such reserve can essentially only eventuate from either excess investment
returns over salary increases or additional employer contributions. "

Council has been advised by the trustee of the scheme, following advice from the scheme'’s actuary, that additional contributions may be
imposed in the future at a level necessary to protect the entitlements of DBF members. Under the Loca! Government Act 2009, the
trustee of the scheme has the power to levy additional contributions on councils which have employees in the DBF when the actuary
advises such additional contributions are payable - normally when the assets of the DBF are insufficient to meet members' benefits.

The next actuarial investigation will be made as at 1 July 2012.

2011 2010
The amount of superannuation contributions paid by Council to the scheme in this period for the ($ 000's) ($ 000's)
benefit of employees was: 1,227 1,159
30. Executive remuneration
Disclosures under S 201 of the Local Government Act 2009
Total remuneration packages payable to senior contract employees: 890

The number of senior contract employees was:

2 senior contract employees with a total remuneration package in the range of $120000-$149000
2 senior contract employees with a total remuneration package in the range of $150000-$175000
1 senior contract employee with a total remuneration package in the range of $200000-$299000

Printed on 1/12/2011



SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011

31. Financial instruments .
Somerset Regional Council's activities expose it to a variety of financial risks including interest rate risk and credit risk.

(a) Interest rate risk

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

Exposure arises predominantly from assets and liabilities bearing variable interest rates. At 30 June 2011, Council has no fixed rate
or variable rate borrowings and interest rate risk on borrowings is managed through the absence of borrowings.

Borrowing by the Council is constrained by the provisions of the Statutory Bodies Financial Arrangements Act 1982,

Council has an investment policy which sets an objective-to maximize earnings on cash investments within approved risk guidelines
and to ensure the security of funds.

Interest rate risk relating to investments has been managed through the use of both Queensland Treasury Corporation (QTC) Cash
Fund investments so that Council achieves Queensland State Government investment returns and through investment in term deposits
with fixed interest rates where appropriate. Council does not undertake any hedging of interest rate risk.

In terms of Standard and Poors ratings, all investments were AA-rated products with AA-rated institutions or better,

As at 30 June 2011 all cash investments complied with the investment policy.

In assessing whether to invest in AA rated products other than Queensland Government investments, Council officers assess

whether the investment product would have a more advantageous rate of interest available at the time, for that investment type, and

in a way that is considered most appropriate given the circumstances.

Council also holds a shareholder loan receivable with Queensland Urban Utilities with a fixed interest rate described in note 1.12.

Actual cash and investment balances as at balance date were as follows:

2011 2010
($ 000's) ($ 000's)
Working cash, trust funds and cash on hand 1,333 4,378
AA-rated products at AA-rated financial institutions or better ) 30,000 20,000
QIC/QTC Pooled Cash Management Fund 29,490 33,636
Shareholder loan - Queensland Urban Utilities 13,804 -

Total 74,628 58,014
Interest rate risk has been measured using sensitivity analysis.

The sensitivity analysis described below is unchanged on the method reported in the financial statements for the year ended 30 June
2010.

If market interest rates increased or decreased by 1%, the net result attributable to the Council in respect of cash assets and cash
equivalents would be increased or decreased as foliows:

Interest rate risk sensitivity analysis 2011 2010

($ 000's) (3 000's)
Impact on carrying amount of 1% increase in market interest rates on financial assets - -
Impact on net result of 1% increase in market interest rates on financial assets 607 571
Impact on equity of 1% increase in market interest rates on financial assets 607 571

The above interest rate sensitivity analysis depicts the outcome to net result should there be a 1% increase in market interest
rates. The calculations assume that the rate would be held constant over the next financial year, with the change occurring at the
beginning of that year. It is assumed that interest rates on overdue rates would not change. If the rates decreased by 1% the
impact would be equal in amount in the reverse direction. Because Council holds no interest bearing liabilities, there is no interest
rate risk in respect of financial liabilities and no sensitivity analysis is required.

The above analysis does not incorporate the shareholder loan for which a fixed rate of interest applies until 30 June 2013.

Printed on 1/12/2011
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31. Financial instruments

Interest rate and maximum credit risk disclosures

Weighted
average
Floating Fixed Interest  Non-interest effective
Financial Instrument Interest Rate Rate Bearing Total interest rate
($ 000's) ($ 000's) ($ 000's) ($ 000's) %
As at 30 June 2011
Financial Assets
Cash assets and cash equivalents - 1 - - 132 132 0.00%
Cash assets and cash equivalents - 2 30,692 - - 30,692 5.48%
Cash assets and cash equivalents - 3 - 30,000 - 30,000 6.23%
Receivables - 1 - 1,691 - 1,691 11.00%
Receivables - 2 - - 5,022 5,022 0.00%
Investments - - 13,804 13,804 6.78%
Total financial assets 30,692 31,691 18,957 81,340
Weighted average interest rate 5.48% 6.48% 4.94% 5.74%
Financial liabilities
Payables - - 6,112 6,112 0.00%
Provisions - - 1,914 1,914 0.00%
Total financial liabilities - - 8,026 8,026
0.00% 0.00% 0.00% 0.00%
Net financial assets 30,692 37,601 10,932 73375
Weighted
average
Floating Fixed Interest  Non-interest effective
Financial Instrument Interest Rate Rate Bearing Total interest rate
($ 000's) ($ 000's) ($ 000's) ($ 000's) %
As at 30 June 2010
Financial Assets
Cash assets and cash equivalents - 1 - - 961 961 0.00%
Cash assets and cash equivalents - 2 ‘ 37,053 - - 37,053 5.18%
Cash assets and cash equivalents - 3 - 20,000 - 20,000 6.00%
Receivables - 1 - 1,422 - 1,422 11.00%
Receivables - 2 - - 4,682 4,682 0.00%
Investments - - - - 0.00%
Total financial assets 37,053 21,422 5,643 64,118
Weighted average interest rate 5.18% 6.33% 0.00% 511%
Financial liabilities
Payables - - 5,679 5,679 0.00%
Provisions - - 1,914 1,914 0.00%
Total financial liabilities - - 7,593 7,593
0.00% 0.00% 0.00% 0.00%
Net financial assets 37,053 21,422 (1,949) 56,525

Printed on 1/12/2011
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31. Financial instruments
(b) Credit risk exposure

Credit risk exposure refers to the situation where the Council may incur a financial loss as a result of another party to a financial

instrument failing to discharge its obligations.

The credit risk on financial assets of the Council which have been recognised on the statement of financial position is generally the
carrying amount less impairment and the maximum exposure to credit risk is as indicated in the previous table.

As at 30 June 2011, $2.697 million out of a total $2.809 million of other debtors levied was owing by the Queensland State

Government.

There is not considered to be any other concentration of credit risk in relation to receivables.

Credit risk on receivables is mainly managed through the existence and use of the sale of land for rate arrears powers contained in
applicable legisiation and credit risk on non-rate debtors is managed through Council policies which require security such as bank
guarantees before contracts are entered into with non-government bodies. No collateral is held as security relating to the financial

assets held by the Council.

Credit risk relating to investments is managed through the use of Queensland Treasury Corporation Cash Fund investments

for all funds under investment so that Council's capital is guaranteed by the Queensland State Government. The Queensland State
Government and therefore, Queensland Treasury Corporation has a long term credit rating of AA+ by rating agency Standard and
Poor's. Credit risk on debtors is measured through regular analysis of aging of debts. Impairment due to doubtful debts are disclosed

at note 16.

Past due or impaired

No financial assets have had their terms renegotiated so as to prevent them from being past due or impaired, and are stated at the
carrying amounts as indicated. The following table represents an analysis of the age of the Council's financial assets that are either

fully performing, past due or impaired:

Aging analysis
Receivables

Fully performing

Past due Less than 30 days
Past due 30-60 days

Past due 61-90 days

Past due More than 90 days
Impaired

Total

($ 000s) ($ 000's)
2011 2010
4,289 4,503
585 107
553 617
1,182 788
103 90
5,713 6,104

The ageing analysis used is unchanged on the method reported in the financial statements for the year ended 30 June 2010.

(¢) Liquidity risk

Liquidity risk refers to the situation where the Council may encounter difficulty in meeting obligations associated with financial

liabilities that are settled by delivering cash or another financial asset.

Council has no interest bearing financial liabilities and there is considered to be negligible liquidity risk.

The Council had an overdraft facility up to $50,000 that was unused as at both 30 June 2011 and 30 June 2010.
Council's investment policy requires that the investment portfolio will maintain sufficient liquidity to meet all reasonably anticipated
operating cash flow requirements of Council, as and when they fall due, without incurring significant transaction costs due to

being required to sell an investment.

The following analysis is presented to illustrate why there is considered to be negligible liquidity risk.

Maturity analysis

Cash and cash equivalents

Less: investments with maturity dates more than

5 months after balance date

Liquid cash and cash equivalents

Payments to suppliers and employees for the year ended 30 June
Payments for property, plant and equipment for the year ended 30 June
Cash balance held at year end less total prior financial year cash outflows

($ 000's) ($ 000's)
2011 2010
60,824 58,014
60,824 58,014
(45,885) (25,322)
(5,630) (11,954)
9,309 20,738

The maturity analysis used was not reported in the financial statements for the year ended 30 June 2010 as the risk was (and is)

considered negligible.

Printed on 1/12/2011



SOMERSET REGIONAL COUNCIL
Notes to the financial statements
For the year ended 30 June 2011

Note

32. Reconciliation of net result attributable to Council to net
cash inflows from operating activities

Net result from continuing operations

Non-cash operating items :

Contribution of non-monetary non-current assets at fair value 9
Share of the profit of associated entity accounted for using the

equity method 35
Add back distributions received from the profits of associated

entity 35
Revaluation decrement of road assets in excess of balance held

in asset revaluation surplus

Depreciation and amortisation 4

Investing and development activities :

Net (profit) loss on sale of developed land
Proceeds from sale of developed land

Net (profit) loss on disposal of non current assets

@ ~N N

Changes in operating assets and liabilities :
(Increase) decrease in receivables

(Increase) decrease in inventories held for distribution
Increase (decrease) in provisions

Increase (decrease) in payables

Net cash inflow from operating activities

33. Trust Funds
Monies collected or held on behalf of another entity yet to be

paid out to or on behalf of that entity

2011
($ 000's)

(13,448)

(968)
(1,082)
377

5,646

5,695

9,669

(2,849)
4,209

10,047

11,407

(609)
137
280
433
241

7,869

1,104

2010
($ 000's)

13,590

(3,411)

7,134
3,723

(852)
1,261
896

(487)

(2,477)
(129)

2,828
229

17,054

1,161

Council performs only a custodial role in respect of these monies, and because the monies cannot be used for

Council, they are not brought to account in these financial statements.

Printed on 1/12/2011
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34. Events after balance date
Water reform

The Minister for Energy and Water Utilities wrote to Council on 12 May 2011 requiring council to
advise of its preferred approach to the future structure of water and wastewater services in its
region and in particular whether Council wished to remain as a participant in Queensland Urban
Utilities (refer note 1.15) or whether it wished for relevant water and sewerage assets and
operations within the Somerset Regional Council area to be returned to the Council while meeting
all related disestablishment costs.

The Minister's letter advised as follows in regard to disestablishment costs:

"It is solely a decision on the part of a council to disaggregate their water and wastewater business
from their respective distributor-retailer. It follows that any disestablishment costs are not only
entirely avoidable by a council but in any event should be borne by the relevant withdrawing council.
Furthermore, if a council chooses to withdraw, any reasonable consequential costs incurred by the
remaining participating local governments must also be borne by the withdrawing council."

Council resolved as follows on 26 July 2011:

"That Somerset Regional Council advise the Minister for Energy and Water Utilities that it is
Council's final position to remain with Queensland Urban Utilities."



SOMERSET REGIONAL COUNCIL

Notes to the financial statements

For the year ended 30 June 2011

35. Transfer of assets to Queensland Urban Utilities and acquisition of equity and loan receivable

As outlined in note 1.15, Council's water and sewerage assets and operations transferred to Queensland Urban
Utilties on 1 July 2010 in exchange for an investment (known as "participation rights") in that associated entity.

A loss was incurred in respect of this transfer.

The investment in Queensland Urban Utilities comprises the patrticipation rights and a fixed rate interest only
shareholder loan (see note 1.12).

The transactions are dissected as follows:

2011
Note ($ 000's)
Transfer of assets and operations to Queensiand Urban Utilities
Book value of assets and liabilities transferred
Water and sewerage infrastructure assets 42,986
Land used for water and sewerage purposes 919
Water and sewerage work in progress 423
Plant and equipment used for water and sewerage purposes 202
Total assets transferred 44,530
Less employee entitlements at cost transferred (183)
Nett value of assets and liabilities transferred 44,347
Fair value of compensation received
Investment in associated entity 20,981
Net shareholder debt at valuation _ 13,804
34,785
Net gainl(loss) on transfer of assets and liabilities to Queensland Urban
Utilities 9,562

Printed on 1/12/2011
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36. National Competition Policy
Activities to which the code of competitive conduct applies
A "business activity" of a local government is divided into two categories :

(a) Roads business activity means
(i) the construction or maintenance of State controlled roads for which the local government submits an offer to carry out
work in response to a tender invitation other than through a sole supplier arrangement; or

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

~ (b) Business activity means
(i) trading in goods and services to clients in competition with the private sector, or
(if) the submission of a competitive tender in the local government's own tendering process in competition with others for
the provision of goods and services to itself.

Excluded activities are (a) library services and (b) an activity or part thereof prescribed by legislation. These business
activities are referred to as type 3 activities.

Larger Councils may also be subject to provisions involving type 1 or type 2 business activities. Somerset Regional Council
has no activities with expenditure amounts in excess of type 1 or type 2 thresholds. Local governments may elect to apply
a Code of Competitive Conduct (CCC) to their identified business activities. This requires the application of full cost pricing,
identifying the cost of community service obligations (CSO}) and eliminating the advantages and disadvantages of public
ownership within that activity. The application of the CCC to the roads business activity is compulsory. Council had no
roads business transactions as defined in 2610/2011.

On 14 May 2008, Council resolved to no longer apply the Code of Competitive Conduct to any business activity.
37. Discontinued operations

The disposal of Council's water and sewerage assets and operations to Queensland Urban Utilities on 1 July 2010
represents a discontinued operation as defined in AASB 5.

The following disclosures are made in relation to the water and sewerage discontinued operations:

2011 2010
Note ($ 000's) ($ 000's)
Revenue from discontinued operations 2 - 7,696
Expenses from discontinued operations 2 - (5,612)
Profit from discontinued operations 2 - 2,084
Related income tax expense - -

Gain or loss recognised on the disposal of the assets
constituting discontinued operations 35 (9,562) -
Related income tax expense -

Depreciation - discontinued operations 11 - 1,299
Net cash flow from discontinued operations - operating activities - 3,383
Net cash flow from discontinued operations - investing activities 20 - 179
Net cash flow from discontinued operations - financing activities - -

Printed on 1/12/2011



SOMERSET REGIONAL COUNCIL

MANAGEMENT CERTIFICATE
For the year ended 30 June 2011

These general purpose financial statements have been prepared pursuant to Section 102 of the
Local Government (Finance, Plans and Reporting) Regulation 2010 (the Regulation) and other
prescribed requirements.

In accordance with Section 161 of the Regulation we certify that these general purpose financial
statements:

(i) have been prepared in accordance with the relevant accounting documents; and
(i) accurately reflect the local government’s financial performance and position for the financial year.
In addition we certify that, in our opinion:

(i) the prescribed requirements of the Local Government Act 2009 and associated Regulations for the
establishment and keeping of accounts have been complied with in all material respects; and

(i} the general purpose financial statements have been prepared in accordance with Australian
accounting standards (including Australian Accounting Interpretations and other authoritative
pronouncements issued by the Australian Accounting Standards Board); and

(iii) the general purpose financial statements present a true and fair view of the Council's financial

position as at 30 June 2011 and of its financial performance and cash flows for the financial year
ended on that date.

= /5.

Cr Graeme Lehmarin “Robert Bain
Mayor Chief Executive Officer

Date: Z /Z/ // Date: JL//’L///



INDEPENDENT AUDITOR’S REPORT
To the Mayor of Somerset Regional Council

Report on the Financial Report

I have audited the accompanying financial report of Somerset Regional Council, which
comprises the statement of financial position as at 30 June, 2011, the statement of
comprehensive income, statement of changes in equity and statement of cash flows for the
year then ended, notes comprising a summary of significant accounting policies and other
explanatory information, and certificates given by the Mayor and Chief Executive Officer.

The Council’s Responsibility for the Financial Report

The Council is responsible for the preparation of the financial report that gives a true and fair
view in accordance with prescribed accounting requirements identified in the Local
Government Act 2009 and Local Government (Finance, Plans and Reporting) Regulation
2010, including compliance with Australian Accounting Standards. The Council’s
responsibility also includes such internal control as the Council determines is necessary to
enable the preparation of the financial report that is free from material misstatement, whether
due to fraud or error.

Auditor’s Responsibility

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

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

| believe that the audit evidence obtained is sufficient and appropriate to provide a basis for
my audit opinion.

Independence

The Auditor-General Act 2009 promotes the independence of the Auditor-General and all
authorised auditors. The Auditor-General is the auditor of all Queensland public sector
entities and can only be removed by Parliament.

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



Opinion

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

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

(i) the financial report presents a true and fair view, in accordance with the
prescribed accounting standards, of the financial performance and cash flows of
Somerset Regional Council for the financial year 1 July 2010 to 30 June 2011
and of the financial position as at the end of that year.

Emphasis of Matter - Significant Uncertainty Regarding the Valuation of Road and Bridge
Assets ‘

Attention is drawn to Note 1.17(vii) to the financial statements which describes the
uncertainty around the reported written down values for road and bridge assets at 30 June
2011 following the extensive damage suffered by Council as a result of the January 2011
flood event. My opinion is not modified in respect of this matter.

Other Matters - Electronic Presentation of the Audited Financial Report

This auditor’s report relates to the financial report of Somerset Regional Council for the year
ended 30 June, 2011. Where the financial report is included on Somerset Regional
Council’'s website the Council is responsible for the integrity of Somerset Regional Council’s
website and | have not been engaged to report on the integrity of Somerset Regional
Council’s website. The auditor’s report refers only to the subject matter described above. It
does not provide an opinion on any other information which may have been hyperlinked
to/from these statements or otherwise included with the financial report. If users of the
financial report are concerned with the inherent risks arising from publication on a website,
they are advised to refer to the hard copy of the audited financial report to confirm the
information contained in this website version of the financial report.

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

RUDITOR_GENERAT

—
G G POOLE FCPA
Auditor-General of Queensland Queensland Audit Office

Brisbane



