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Dear Andrew
Accounting for Airport Upgrade

In accordance with our engagement letter dated 9 April 2015 we set out below our conclusion regarding your proposed
accounting treatment of the conditions required under the funding agreement to resulting grant income being recognised
over the lifespan of the airport matching the depreciation expense of the airport upgrade (Airport upgrade). This is in
accordance with Australian accounting pronouncements, including any accounting guidance specific to not-for-profit
entities. This report should be read in conjunction with our Engagement Letter.

Conclusion

The relevant background provided to us by management as well as our conclusion on the proposed accounting treatment
is set out below.

AIRPORT UPGRADE
1.  Background

The Council has been offered funding for the upgrade of the airport. The Council has requested advice on the
requirements needed to be met for grant income to be recognised over the lifespan of the airport to match the
depreciation expense of the airport upgrade.

The facts, circumstances and assumptions relevant to the Airport upgrade, as provided to us by Andrew
Boardman, Chief Executive Officer and Ted Botham, Director Business Support of the Council, as well as
management’s proposed accounting treatment of the proposed transaction, are as follows:

e Itis expected that funding to the value of approximately $20 million will be provided by the State
Government to upgrade the Airport, this will include a new runway and terminal
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