Ordinary Meeting Report 24 April 2013

7.5.1 FEBRUARY 2013 FINANCIAL PERFORMANCE REPORT

File No: Financial Reports
Author: Acting Financial Services Manager
Finance & Business Department
Appendices: App A - February 2013 Financial Performance Report
PURPOSE

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

EXECUTIVE SUMMARY

The monthly financial performance report provides council with a summary of performance
against budget at the end of each month. The key items reported on are the performance
against budget in relation to the operating result and in terms of delivering the capital
program.

The report also identifies minor budget adjustments that have occurred during the month to
allow work to continue in a responsive manner. More significant budget reviews are carried
out during the year.

The operational results at 28 February 2013 show a positive variance of $3.9 million
compared to the forecast position. This operating result is a key financial performance
measure and ongoing surpluses will be critical.

The 28 February 2013 operating surplus variation is made up of higher than expected
revenue of $3.2 million (0.9%) and lower than anticipated operating expenses of $637,000
(0.2%). Further detail is provided in the proposal section of this report.

As at 28 February 2013 $85.2 million (43.1%) of council’s $197.9 million 2012/2013 Capital
Works Program was financially expended.

During February 2013 the 2012/2013 Operating and Capital Budgets were adjusted to
accommaodate reallocations between budget categories or line items. Details are set out in
Appendix A.

OFFICER RECOMMENDATION

That Council:

(a) receive and note the report titled “February 2013 Financial Performance Report”
and

(b) approve the budget amendments as outlined in the February 2013 Financial
Performance Report (Appendix A).

FINANCE AND RESOURCING

This report incorporates reallocations within the 2012/2013 operating, capital and reserve
budgets. There has been no change to the contribution to council as a result of these
reallocations.
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CORPORATE PLAN

Corporate Plan Theme: Great governance
Emerging Priority: 8.1 - Ethical, accountable and transparent decision-making
Strategy: 8.1.2 - Ensure legislative compliance and awareness

Corporate Plan Theme: Great governance

Emerging Priority: 8.3 - Strong financial management

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

Corporate Plan Theme: Great governance

Emerging Priority: 8.3 - Strong financial management

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

CONSULTATION

Internal Consultation

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

Council’s financial results at 28 February 2013 show the organisation with a $3.9 million
higher than forecasted operating position against the full year budget.

The 28 February 2013 operating surplus variation is made up of higher than expected
revenue of $3.2 million and lower than anticipated operating expenses of $637,000.

The operating revenue favourable variance of $3.2 million (0.9%) is largely the result of a
number of items being higher than profiled and won’t carry forward to the year end result.
These include Interest Received from Investments of $956,000, Other Revenue of $933,000,
Net Rates & Utility Charges of $854,000 and Fees & Charges of $789,000.

Interest Received from Investments is higher than budget partly due to slightly higher than
forecast cash balances along with higher than forecast investment rates for the first half of
the year. The average investment rate is expected to be lower in the second half of the year.
This item will continue to be monitored but there is no change to the year end forecast at this
point.

The favourable variance in Other Revenue mainly sits with Infrastructure Services
Department and relates to the following items being higher than forecast - road maintenance
performance contract revenue, Graffiti Stop grant, fleet auction proceeds & rebates and
revegetation offset agreement with Energex. Most of these items will have offsetting
expenditure. In addition, Airport income is lower than profiled.
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The January 2013 rate run had 153,443 rateable properties compared to 151,818 this time
last year. Growth in that time was 1.1% which is less than the budgeted 1.5%. Although
General Rates have an unfavourable variance of $1.6 million, this is compensated by
Prepaid Rates of $2.5 million resulting in the favourable variance in Net Rates and Utility
Charges of $854,000.

Within the Fees and Charges category favourable variances exist in Aquatic and Leisure
Centres, Cemeteries, Health Licensing and Response Services. These are offset by lower

than forecast Airport fees.

The operating expense favourable variance of $637,000 (0.2%) largely relates to lower than
budgeted expenditure on Materials & Services of $1.4 million, and Finance Costs of
$117,000. This is offset by the higher than profiled items — Other Expenses $479,000 and
Employee Costs $375,000 (0.4%).

At 28 February 2013, $85.2 million (43.1%) of council’s $197.9 million 2012/2013 Capital
Works Program was financially expended. On a year to date basis, capital expenditure is
$1.4 million (1.6%) ahead of budget. At a capital program level, there are no specific

variances to highlight to council.

During February 2013, the 2012/2013 Operating, Capital and Reserve Transfer Budgets
were adjusted to accommodate reallocations between budget categories or line items. Full
details are set out in Appendix A with amendments greater than $100,000 detailed below:-

Ref Item Decrease | Increase | Details Reason
Description $000 $000
Operating Grants and Subsidies
045501 | SCC Light Rail 400 Increase revenue Grant funds received
Project Phase budget offset by for Light Rail Stage 2
2A increased expenditure
budget
Other Revenue
0831603 | GPS Monitoring 139 Increase revenue To recognise GPS
budget offset by Ford Rebate revenue
decreased Fees & received
Charges and increased
Materials & Services
(both changes less
than $100,000)
Employee costs
050802 | Network and 100 Transfer from Renegotiation of
Communication telecommunications Telstra contract
Services budget to VAST resulting in
(savings target) permanent savings
to
telecommunications
budget.
055302 | Community 200 Transfer from Tourism | This budget was to
Development Levy revenue cover any Tourism
Branch - VAST contingency budget. Levy revenue budget
shortfall. As Tourism
Levy revenue has
exceeded budget,
this contingency is
not needed so was
transferred to the
Community
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Ref Item Decrease | Increase | Details Reason
Description $000 $000
Development Branch
savings target to
cover the shortfall
arising from the 1
month delay in
transmission of the
Visitor Information
Service to Sunshine
Coast Destination
Ltd (imposed by
SCDL).
Materials & Services
110801 | Major Events 102 Transfer from Tourism | To fund Economic
Reserve to operating Development
budget Sponsorship
Programs Round 2
per OM12/204
A9540 Waste 257 Transfer from operating | Fund capital project
Management budget to Noosa due to refinement of
Landfill capital budget operating project
0000571 | SCC Light Rail 500 Transfer from Reserve | For Light Rail Stage
Project Phase to operating budget 2
2A
045501 | SCC Light Rail 400 Increase expenditure Grant funds received
Project Phase budget offset by for Light Rail Stage 2
2A increase in revenue
budget
B1565 The Events 100 Transfer from operating | To cover capital
Centre to capital replacements
050802 | Network and 100 Transfer from Renegotiation of
Communication telecommunications Telstra contract
Services budget to VAST resulting in
(savings target) permanent savings
to
telecommunications
budget.
050803 | Accommodation | 140 Transfer remaining To contribute to cost
Strategy budget to Organisation | of Organisation
Review budget Review
050803 | QOrganisation 140 Transfer from To contribute to cost
Review Accommodation of Organisation
Strategy budget Review
055302 | Tourism Levy 200 Transfer to VAST This budget was to
revenue (savings target) for cover any Tourism
contingency Community Levy revenue budget
Development Branch shortfall. As Tourism
Levy revenue has
exceeded budget,
this contingency is
not needed so was
transferred to the
Community
Development Branch
savings target to
cover the shortfall
arising from the 1
month delay in
transmission of the
Visitor Information
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Ref ltem Decrease | Increase | Details Reason
Description $000 $000

Service to Sunshine
Coast Destination
Ltd (imposed by

SCDL).
Capital Expenditure
Sub-Program: Waste Disposal
A9540 Noosa Landfill 257 Transfer from operating | Fund capital project
Construct Cell budget due to refinement of
2.2 operating project
Sub-Program: Community Facilities
B1565 The Events 100 Transfer funds from To cover capital
Centre operating budget replacements
equipment
upgrade
Reserve Transfers
0000755 | Tourism Events | 222 Transfer from Reserve | Sponsorship events
Reserve to event project round 2 for 2013 —
budgets as per council
resolution OM
12/204.
0000571 | Public Transport | 500 Transfer from Reserve | For Light Rail Stage
Levy Reserve to operating budget 2
Legal

On budget amendments, this report ensures that council complies with its legislative
obligations under Section 169 and 170 of the Local Government Regulation 2012, along with
council’s legislative obligations to amend its budget in accordance with Section 173 of the
Local Government Regulation 2012.

Policy
No policy implications are associated with this report.

Risk

There were six risks identified in a previous financial report to council, however one has been
reduced and another can be removed:-

1. In June 2012 the Federal Government pre-paid over half of the 2012/2013 Financial
Assistance Grant. In the past, one quarter of the grant has been pre-paid and the adopted
budget anticipated this practice to continue. Advice has now been published and the
shortfall is $3.2 million in the current budget. The prepayment for 2012/2013 in June 2012
resulted in an operating surplus for the 2011/2012 period.

2. General Rates: A risk has been reported against this item for the last few months.
Although General Rates remain less than budget, Net Rates & Utility Charges are carrying a
favourable variance, so this risk will be removed from future reports.

3. The budget assumes the achievement of a $4.46 million savings target. Currently, $3.4
million or 77% of the target has been achieved leaving a balance to achieve of $1.5 million.
Of the $3.4 million achieved to date, $2.7 million are permanent savings. Of the $2.7 million
of permanent savings, $616,000 relates to employee costs. A number of reviews and
initiatives are underway to achieve the balance of this target.
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4. Streetlighting - electricity $200,000

This risk has been reported at $500,000 for the last couple of months, however recent
invoices indicate that the amount of risk may not be as high as initial estimates. The amount
of the risk has now dropped to $200,000.

The cost of public lighting forms a significant portion of council’s electricity spend and is
estimated to cost $5.1 million in the financial year 2012/2013. Within the cost of public
lighting, 15% - 20% is related to actual electricity, while the remaining 80% - 85% is network
charges, related to asset maintenance, operation, capital recovery costs and use of the
distribution network system.

5. Capital (Developer) Contributions - budget is $12.9 million with actuals to February 2013
being $4.8 million. This is due to a reduction in the amount received per lot as well as the
downturn in development.

6. Total repair costs in relation to extreme weather events are yet to be quantified.

Previous Council Resolution
On 27 June 2012, council adopted the 2012/2013 budget.

On 20 September 2012, council amended the 2012/2013 budget as a result of July 2012
Financial Performance Report and Budget Review 1 relating to 2011/2012 carryover
requests.

On 13 December 2012, council amended the 2012/2013 budget as a result of October 2012
Financial Performance Report and Budget Review 2.

On 31 January 2013, council amended the 2012/2013 budget as a result of the November
2012 Financial Performance Report.

On 28 February 2013, council amended the 2012/2013 budget as a result of the December
2012 Financial Performance Report.

Related Documentation

There is no related documentation for this report.

Critical Dates

There are no critical dates that relate to this report.

Implementation

If the recommendations are adopted by council, the budget will be amended to reflect the
adjustments included in this report.
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Appendix A
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