Ordinary Meeting Report 12 December 2013

7.2.1 OCTOBER 2013 FINANCIAL PERFORMANCE REPORT

File No: Financial Reports
Author: Financial Services Manager
Finance & Business Department
Attachments: Att 1 - October 2013 Financial Performance Report
PURPOSE

To meet council’s legislative obligations, a monthly report is to be presented to council on its
financial performance and investments.

EXECUTIVE SUMMARY

The monthly financial performance report provides council with a summary of performance
against budget at the end of each month in terms of the operating result and delivery of the
capital program.

The operational result at 31 October 2013 shows a positive variance of $7.0 million
compared to the forecast position.

This operating result variation is made up of higher than expected revenue of $3.1 million
(1.7%) and lower than anticipated operating expenses of $3.9 million (2.7%). Further detall
is provided in the proposal section of this report.

As at 31 October 2013, $43.3 million (24.4%) of council’'s $177.7 million 2013/2014 Capital
Works Program was financially expended.

Council’'s investment portfolio remains within the guidelines established under the Investment
Policy.

A recommendation has been made to write-off three unrecoverable debts for the overall
value of $135,730.80. As the individual amounts are greater than the $10,000 delegation
from council, it is required to be approved by council. The amounts have been included in
the provision for doubtful debts within the 2012/2013 audited financial statements.

OFFICER RECOMMENDATION

That Council:

(@) receive and note the report titled “October 2013 Financial Performance Report”
and

(b) write-off unrecoverable income of $11,000.00 in relation to Petrac Leisure NNS-S
Pty Ltd, $75,556.30 in relation to Whites Waste Pty Ltd (T/A Jim’s Skip Bins) and
$49,174.50 in relation to Caravan Park Management.

FINANCE AND RESOURCING

The unrecoverable debts totalling $135,730.80 have been provided for in the provision for
doubtful debts, and will be written off following Council approval. There will be no impact to
the net financial position of Council.
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CORPORATE PLAN

Corporate Plan Theme:

Emerging Priority:
Strategy:

Corporate Plan Theme:

Emerging Priority:
Strategy:

Corporate Plan Theme:

Emerging Priority:
Strategy:

CONSULTATION

Internal Consultation

Great governance
8.1 - Ethical, accountable and transparent decision-making
8.1.2 - Ensure legislative compliance and awareness

Great governance

8.3 - Strong financial management

8.3.1 - Develop long term financial plans and indicators to
achieve optimum use of resources and alignment to strategic
priorities

Great governance

8.3 - Strong financial management

8.3.2 - Ensure council’s financial performance is well managed
and leads to a strong financial position

All departments or branches participated in the formation of the recommendations associated

with this report.

External Consultation

No external consultation is required for this report.

Community Engagement

No community engagement is required for this report.

PROPOSAL

The operational result at 31 October 2013 shows a positive variance of $7 million compared

to the forecast position.

This operating result variation is made up of higher than expected revenue of $3.1 million
(1.7%) and lower than anticipated operating expenses of $3.9 million (2.7%). Further detail
is provided in the proposal section of this report.

The external audit of council’s 2012/2013 financial statements continues into November
2013, which may result in further end of financial year adjustments.

Operating Revenue

Fees and Charges

Of the $1.5 million favourable variance in fees and charges, $1million relates to development
applications, with the volume being approximately 14% higher in 2013/2014 than compared
to same time in 2012/2013. Change of ownership fees, search fees, Caloundra Music
Festival tickets sales and an increase in Airport fees are also contributing to this favourable

variance.

Grants and Subsidies

The favourable variation of $261,000 is a result of various grants, namely Get Ready QId
state government grant ($85,000), Flood Mapping Hazard ($57,000) and Creative Collective
Skills ($42,000). The additional revenue has all been recognised as part of the Budget
Review 2 2013/2014 requests.
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Other Revenue

Of the $1.3 million favourable variance in other revenue, $700,000 relates to a refund from
the Office of State Revenue for over charged payroll tax. $200,000 relates to the Roads
Maintenance Performance Contract program being ahead of budget and $150,000 relates to
higher than anticipated sales of recyclable materials.

Operating Expense

Materials and Services
The favourable variance of $3 million is largely due to variations of:

e $720,000 for the Information Communication Technology Services Branch, of which
$540,000 relates to telecommunication reimbursement from overcharges in previous
invoices

¢ $680,000 for the Environmental Operations Branch, which relates to levy and grant
projects currently underspent

e $580,000 for the Civil Works Branch, which has been addressed through Budget
Review 2 requests

e $460,000 for the Economic Development Branch, where anticipated expenditure has
not yet occurred

e $400,000 for the Waste Branch, where contractor invoices are yet to be received

e ageneral underspend across majority of branches within Council, in part due to the
uncertainty that de-amalgamation and organisational review may impact on budgets.

These favourable variations have been offset by an over spend of $1.2 million in legal fees,
primarily the required funding for the Thompson case.

Other Expenses

The favourable variance of $650,000 in other expenses is made up of:

e $265,000 for the Economic Development Branch due to timing issues with event
sponsorships and donations

e $160,000 for audit fees, due to delays in the audit process (relating to de-
amalgamation), the invoice has not been received

e $185,000 for underspend on leased office equipment.

Capital Expenditure

As at 31 October 2013, $43.3 million of council’s $177.7 million 2013/2014 Capital Works
Program was financially expended. Detail by Capital Program is outlined below:
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. . % of
Original Current YTD
Annual
Program Budget Budget Actual
Budget
$000 $000 $000

Spent
Buildings and Facilities 6,548 7,666 2,418 32%
Coast and Canals 1,949 2,388 262 11%
Divisional Allocations 3,100 4,948 1,188 24%
Environmental Assets 1,238 1,276 88 7%
Fleet 1,000 1,000 688 69%
Parks and Gardens 10,317 11,580 2,288 20%
Stormwater 4,161 4,309 1,559 36%
Transportation 52,952 62,411 17,386 28%
Information Communication Technology 3,927 4,687 1,072 23%
Strategic Land & Comm Properties 9,422 48,967 10,266 21%
Aerodromes - 107 2 1%
Sunshine Coast Airport 3,400 7,992 3,519 44%
SC Holiday Parks 1,455 3,093 247 8%
Quarries 150 637 303 48%
Waste 9,651 16,596 2,000 12%
TOTAL COUNCIL 109,270 177,658 43,286 24%

Investment Performance

All investment parameters remained within the guidelines established under the Investment
Policy. The official cash rate remains at 2.50%.

Council has maintained a strong return in the current market conditions with $282.5 million
cash (excluding Trust Fund) as at 31 October 2013 with an average interest rate of 3.72%,
being 1.12% above benchmark. This is compared to 31 October 2012 with $259.3 million
cash (excluding Trust Fund) where the average interest rate was 5.03%, being 1.48% above
benchmark.

The benchmark used to measure performance of cash funds is the UBS Bank Bill Index,
whereas the Bank Bill Swap Rate (BBSW) is applied against term deposits. These rates
fluctuate daily and the conditions prevailing as at the date of the original investment decision
may be significantly different to the position as at the reporting date.

It was previously mentioned in the September 2013 Financial Performance Report that
Interest Received from Investments had an unfavourable variance. During October 2013 the
budget projection was amended following a review of interest rates and cash position, with
the results being a minimal variance for month end October 2013.

Write-off of unrecoverable income

The three amounts determined as unrecoverable relate to $11,000.00 owed by Petrac
Leisure NNS-S Pty Ltd, $75,556.30 owed by Whites Waste Pty Ltd (T/A Jim’s Skip Bins) and
$49,174.50 for Caravan Park Management.
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1. In relation to the Petrac matter, an invoice was issued to the company for Sponsorship of
Noosa Regional Gallery travelling scholarship on 5 August 2008.

In October 2008, the company was put in the hands of Receivers and Managers, Ferrier
Hodgson. Council is an unsecured creditor and it has been advised that it is likely that no
dividend distribution will be paid to unsecured creditors.

2. In relation to the Whites matter, a number of outstanding invoices were issued for usage
of the Noosa, Nambour and Caloundra landfills between October 2010 and June 2011.

On 3 November 2011, the Australian Government advised Council the company was
bankrupt. On 8 November 2011, Council contacted Australian Government Insolvency
and Trustee Service Australia who advised no likelihood of dividends being paid.

3. In relation to Caravan Park Management, a number of outstanding charges were issued
for waste water disposal between July 2010 to 15 November 2011. However, the invoice
for these charges was sent in February 2012. In addition, the property was sold 16
November 2011. These charges are not applicable to the new owners of the property.

Advice has been received from Legal Services, and in this instance the cost of pursuing
the matter through litigation will likely exceed any money recovered.

Legal

This report ensures that council complies with its legislative obligations, with respect to
financial reporting in accordance with Section 204 of the Local Government Regulation 2012.

Investment of funds is in accordance with the provisions of the Statutory Bodies Financial
Arrangements Act 1982 and the associated Regulations and the Local Government Act
2009.

Policy
Council’'s Investment Policy.

Council has delegated authority to the Chief Executive Officer to write-off unrecoverable
debts up to a maximum of $10,000 - Delegation of Authority 2008-03.

Risk
The current risks associated with the operating result are as follows:

1. the expected full year growth in rateable properties is less than forecast, with lower
revenue than budgeted of $1.0 million

2. in June 2013 the Federal Government pre-paid half of the 2013/2014 Financial
Assistance Grant of $6.3 million. Since half of the grant was pre-paid into 2012/2013
there is a potential shortfall of $2.1 million in the current budget

3. there is $4.7 million net savings for the Organisational Review loaded into the budget

4. the achievement of de-amalgamation reductions in Materials & Services budget after
separation occurs 1 January 2014 and

5. thereis $4.4 million employee vacancy savings loaded into the budget which may be
difficult to achieve along with the Organisational Review.

Previous Council Resolution
On 25 June 2013, council adopted the 2013/2014 budget.
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On 19 September 2013, council adopted the Budget Review 1 2013/2014.

Related Documentation

There is no related documentation for this report.

Critical Dates

The 2012/2013 Financial Statements remain under external audit review and may not be
signed off until 31 December 2013.

Implementation

There are no implementation details to include in this report.
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3. Orgenisation Review - $4.7 millicn net savings loaded into the budget.

4. De-amalgamation - risk that not all costs associated with the de-amalgamation are being charged to Noosa Shire Coundl.
5. Employee Vacancy Factor - $4.4 million loaded in the budget. May be difficult to achieve this saving along with Organisation Review.
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