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L A T E  I T E M S  A G E N D A  

Item  5 Late Reports 

5.1 Warrant of Payments for the Period to 28 February 2017 

File Ref: 1859 – 17/66161 
Responsible Officer: Director Corporate Strategy and Performance  
Disclosure of Interest: Nil 
Attachments: Nil          
 
Report to be presented at the Ordinary Council Meeting on 7 March 2017. 
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5.2 2016/17 Mid-Year Review of Annual Budget 

File Ref: 25973 – 17/66226 
Responsible Officer: Director Corporate Strategy and Performance  
Disclosure of Interest: Nil 
Attachments: 3          
 

Issue 

To consider the Mid-Year Review (MYR) of the Annual Budget for 2016/17.  

Background 

Regulation 33A of the Local Government (Financial Management) Regulations 1996 requires 
a local government to carry out a review of its Annual Budget for that year between 
1 January and 31 March in each year.  Within 30 days after the review is carried out, the 
review is to be submitted to the Council for consideration. Council is to consider the review 
submitted to it and is to determine whether or not to adopt the review, any part of the review 
or any recommendations made in the review.  The Revised Budgets resulting from the Mid-
Year review are detailed in Attachments 1, 2 and 3 and are inclusive of endorsed 
amendments from Council and Mid-Year review recommendations. 

Detail 

The MYR of the Annual Budget was undertaken during the month of January 2017 based on 
data as at the December 2016 month end. Commentaries on Revised Budgets as a result of 
the MYR are provided below. 
  
The overall adjustments captured through the MYR reflect an adverse impact to the Result 
from Operations of -$1.3m, with the end of year Result from Operations post mid-year review 
reducing from an Original Budget Surplus of +$1.7m to +$519K.  This is primarily the result of 
the loss of the City of Joondalup (CoJ) bulk rubbish collection contract which has adversely 
affected income though this is partially offset by reduced refuse removal costs, and an 
increase in staff costs given movement in leave provisions.  Depreciation expense has also 
increased in line with the underlying asset base.  
 
With the Capital Program, the Revised Budget post MYR is projected to be $80.3m, 
representing a $14.1m reduction, with some adjustments to be considered as part of the 
2016/17 Budget deliberations and priorities within the Capital Works Program. 
 
Budgeted Transfers from Reserves have reduced by $3.7m which is attributable to the 
decreased requirement towards Capital Projects.  
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Income Statement (Attachment 1) 
 
Operating Income 
 

 
 
Rates 

The full year forecast has increased the Rating Income by $402K to $142.5m.  This is due to 
growth in the number of rateable properties, valuations taking place after original budgets 
being approved and revising of rates to be charged.  As a result the Annual Revised Budget 
for Base Rates has been increased by +$140K and Interim Rates by +$262K.  The number 
of rateable properties has increased from a budget of 75,216 to 76,791, being primarily in the 
Residential category. 
 
Operating Grants, Subsidies and Contributions 

The net change to operating grants, subsidies & contributions was a marginal increase of 
+$2K.  Areas to note are; -$110K due to the cessation of financial counselling, an additional 
$215K for Financial Assistance Grants, -$93K reduction in pest control income and -$63K 
reduction of the Emergency Relief Grant due to the Government ceasing this funding. 
 
Fees and Charges 

The full year forecast is revised down by -$3.2m (-16%), with the major accounts affecting 
income under this category being: 

 Service Fee Income reduced by -$2.6m mainly due to the cessation of the CoJ bulk 
rubbish collection services. 

 Application licence fee income decreased by -$258K mainly through lower than 
anticipated activity levels within Building Assessment Services, Structure Planning and 
Development Assessment Services. 

 Engineering Supervision Fee Income decreased by -$175K within Land Development 
Services due to a market downturn.  

 User Entry Fee income decreased by -$182K predominantly from the Aquamotion 
facility which has experienced greater competition and downturn within the industry. 

 Green Fee Income decreased by -$100K which relates to both Marangaroo and 
Carramar golf courses achieving lower patronage than expected. 
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Interest Earnings 

Based on the current forecast of available investment funds and interest rates for the balance 
of the financial year, the budget forecast will be increased by $452K.  It is noted that pooled 
investments at the beginning of the financial year were $297.8m, growing to $366.6m by the 
end of December 2016, whilst the 12 month Ausbond Bank Bill Index changed from 2.24% to 
2.07% over the same period. 

 

 

 
Other Revenue 

The year-end forecast for the Other Revenue category presents a 21% increase of $133K to 
$778K.  This increase is a result of a rise in recoverable maintenance works. 
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Operating Expenses 
 

 
 
Employee Costs 

The full year forecast for Employee Costs is an increase of 1% ($516K) to $71.8m, which 
reflects more accurate forecasting in the movement in leave provisions. 
 
Materials and Contracts 

The full year Materials and Contracts budget is revised to $53.5m, being a decrease of 
$2.0m compared to Adopted Budget.  Explanations of the larger areas of change are outlined 
below: 
 

Contract Expenses (-$1.3m): This is mainly a result of maintenance contract 
expenditure requiring less activity in a large number of areas including 
maintaining park equipment, irrigation equipment, sportsground land and the Golf 
Courses, as well as reductions from the loss of the CoJ bulk refuse collection 
contract. 

 
Material Expenses - General (+$265K): The majority of the increase comes 
through additional requirements in road reserve land maintenance, being 
moderately offset through lower material requirements in park irrigation 
maintenance.  
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Refuse Removal Expenses (-$1.2m): The reduction in this category is mainly a 
result of the savings through the cessation of the CoJ bulk rubbish contract as 
well as green waste and domestic rubbish expense savings. 

 
Utility Charges 

The outcome of analysis at MYR produced an increase expected by year-end of $42K.  This 
is mainly attributed to an increase in mobile phone and water service charges being partially 
offset by lower expected expenditure in electricity at golf course facilities and operation 
centres.   
 
Depreciation 

Based on year to date trend, the expected end of year forecast for Depreciation will be an 
increase of $470K (+3%) due to the recognition of higher asset volumes than anticipated.  
This is a result of the capitalisation of completed capital projects and recognition of assets 
handed over from Developers (which have been revised up by 20% for this financial year).  It 
should be noted that depreciation costs are accounting entries with no funding requirements.  
Depreciation calculations are directly related to level and nature of capital works completed 
and physical assets transferred during the year.  
 
Interest Expenses 

The Interest Expenses directly relate to the fixed interest repayments of the $61m loan 
agreement entered into with Western Australia Treasury Corporation in 2006 and an 
additional loan to facilitate the construction of the Yanchep Active Open Space of which 
$3.1million has been drawn. 
 
Insurance 

The MYR for Insurance indicated that expenditure is in line with annual expectations. As a 
result no change has been made to the budget.  
 
Non-Operating Grants, Subsidies & Contributions 

The forecast end of year figure represents an overall decrease of -$1.7m due to projects not 
proceeding or in some cases delayed.  
 
Contributions of Physical Assets  

As at the end of December there is a total of $20m in contributed assets recorded against the 
annual budget of $50m. During the mid-year review it was identified that a further $10m 
above the original budget is anticipated to be recognised due to Developers expected 
increase in activities. 
 
Town Planning Schemes (TPS) 

Latest planning activities have indicated developers’ contributions will be lower than the 
annual budget by $2.7m.  This is a result of estimates on remaining lots in Cell 4 and Cell 9 
developments being lower than anticipated.  These decreases have been moderately offset 
by higher than anticipated lot creations in Cell 8.  This will however not affect operations as 
funds received in this category are held separately in restricted reserve accounts for future 
Scheme use.  
 
With TPS Expenses the $1.2m decrease is mainly a result of expectations of 2 lots in Cell 4 
that will not be settled this financial year. 
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Profit/(Loss) on Asset Disposals 

When assessing the end of year forecasts an adjustment of -$1.5m has been identified.  This 
relates entirely to 2 lots of land in Wangara which are now not expected to sell this financial 
year.  
 
Capital Projects (Attachment 2)  

Review of the Capital Program has produced various adjustments to projects, as detailed in 
Attachment 2.  These adjustments have resulted in a net reduction in the capital program of 
$14.1m, with the post MYR Revised Budget projected to be $80.3m. 
 
With particular attention paid to the timing of the spending on large projects, there have been 
a number of projects relinquishing funds in 2016/17 for consideration during the 2017/18 
Capital Budget development deliberations. 
 
Some of the major deferrals, and the explanations for them, are as follows: 

 Butler North District Open Space Masterplan (PR-2955) $585K – realignment of 
funding to fit with project scheduling/cash flow requirements.  

 Yanchep/Two Rocks District Playing Fields (PR-2072) $3m – planting has been 
rescheduled to 2017 winter season. 

 Yanchep/Two Rocks District Sports Amenities Building (PR-2253) $2m – additional 
user group consultation resulted in project commencement to be rescheduled.  

 Kingsway RSC Little Athletics Building (PR-3086) $660K – project was deferred to 
allow for a CSRFF grant application to be made. 

 Yanchep Surf Life Saving Club (PR-1048) $1m – the project has been delayed by the 
need to re-tender for the replacement of the contractor undertaking the works.  

 
Rate Setting Statement (refer to Attachment 3) 

The Rate Setting Statement outlined in Attachment 3 represents a composite view of the 
finances of the City. By identifying the movement in the surplus/(deficit), it is primarily based 
on the operations and capital works revenue and expenditure, and resulting rating income 
required. 

Consultation 

Internal stakeholders. 

Comment 

Total changes submitted through the MYR equate to an unfavourable amount of -$1.3m, with 
the Result from Operations post MYR reflecting a Surplus of +$519K.  
 
Of the $14.1m reduction in the Capital Program budget a large proportion is deferred for 
consideration in 2017/18.  With regard to the financial impact on Municipal Funds a reduced 
draw of $4.1m is identified for this financial year. 
 
In summary, whilst the City has recognised an adverse impact through the MYR it is 
forecasting a minor Surplus Result from Operations for the year and does have adequate 
cash available to effectively operate. 

This report was presented to the Audit and Risk Committee on 21 February 2017 for 
consideration and has been endorsed for reporting to Council.  
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Statutory Compliance 

This report complies with Section 6.4 of the Local Government Act 1995 and Regulations 
33A and 34 of the Local Government (Financial Management) Regulations 1996. 

Strategic Implications 

The proposal aligns with the following objective within the Strategic Community Plan 2013 – 
2023: 

 “4 Civic Leadership - Working with others to ensure the best use of our resources. 
4.3 A Strong and Progressive Organisation - You will recognise the hard work 

and professionalism delivered by your council through your interactions and 
how our community is developing.” 

Risk Management Considerations 

The tables below outline the Strategic and Corporate risks within the City's existing risk 
registers which relate to the issues contained in this report. 
 

Risk Title Risk Rating 

Financial Management Moderate 

Accountability Action Planning Option 

Executive Management Team Manage 

 

Risk Title Risk Rating 

Integrated Planning and Reporting Moderate 

Accountability Action Planning Option 

Executive Management Team Manage 
 

The above risks relating to the issues within this report has been identified and considered 
within the City’s corporate risk register.  Action plans have been developed to manage the 
risks and to improve the existing management systems. 

Policy Implications 

Nil 

Financial Implications 

As outlined above and detailed in Attachments 1, 2 and 3. 

Voting Requirements 

Absolute Majority 
 

Recommendation 

That Council on the recommendation of the Audit and Risk Committee ADOPTS by 
ABSOLUTE MAJORITY the Mid-Year Review of the Annual Budget for the 2016/17 
financial year in accordance with Regulation 33A of the Local Government (Financial 
Management Regulations 1996. 
 
Attachments:  

1⇩ . MYR Income Statement by N&T 17/44926  

2⇩ . Capital Works - MYR 2016-17 17/45024  

3⇩ . 2016/17 MYR Rate Setting Statement 17/50886  
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5.2 – Attachment 2 
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5.2 – Attachment 2 
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5.2 – Attachment 2 
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5.2 – Attachment 2 
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5.2 – Attachment 3 
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