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CITY OF COCKBURN 

ADDENDUM AGENDA TO BE PRESENTED TO THE 
ORDINARY COUNCIL MEETING 

TO BE HELD ON THURSDAY, 13 DECEMBER 2018 AT 7:00 
PM 

21. NEW BUSINESS OF AN URGENT NATURE INTRODUCED BY 
MEMBERS OR OFFICERS 

21.1 STATEMENT OF FINANCIAL ACTIVITY AND ASSOCIATED 
REPORTS - NOVEMBER 2018  

 

 Author(s) N Mauricio  

 Attachments 1. Monthly Financial Activity Statement - November 
2018 ⇩    

     

 

 

RECOMMENDATION 
That Council: 

(1) adopt the Statement of Financial Activity and associated reports 
for November 2018, as attached to the Agenda; and 

(2) amend the 2018/19 Municipal Budget in accordance with the 
detailed schedule attached as follows: 

Revenue Increase 728,126 

Expenditure Increase 504,363 

Transfer from Reserve Increase 255,179 

Transfer to Reserve Increase 242,948 

Budget Contingency Account Decrease 87,906 

Net impact on Municipal budget surplus Increase 323,900 

 

TO BE CARRIED BY AN ABSOLUTE MAJORITY OF COUNCIL 
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Background 

Local Government (Financial Management) Regulations prescribe that 
a local government is to prepare each month a Statement of Financial 
Activity.  

Regulation 34(2) requires the Statement of Financial Activity to be 
accompanied by documents containing:– 

1. Details of the composition of the closing net current assets (less 
restricted and committed assets). 

2. Explanation for each material variance identified between YTD 
budgets and actuals. 

3. Any other supporting information considered relevant by the local 
government. 

Regulation 34(4)(a) prescribes that the Statement of Financial Activity 
and accompanying documents be presented to Council within two 
months after the end of the month to which the statement relates. 

The regulations require the information reported in the statement to be 
shown either by nature and type, statutory program or business unit.  
The City chooses to report the information according to its 
organisational business structure, as well as by nature and type. 

Local Government (Financial Management) Regulations - Regulation 
34 (5) states “Each financial year, a local government is to adopt a 
percentage or value, calculated in accordance with the AAS, to be used 
in statements of financial activity for reporting material variances.” 

This regulation requires Council to annually set a materiality threshold 
for the purpose of disclosing budget variances within monthly financial 
reporting and Council adopted at the July 2018 meeting to continue 
with a materiality threshold of $200,000 for the 2018/19 financial year.  

Detailed analysis of budget variances is an ongoing exercise, with 
necessary budget amendments either submitted to Council each month 
(via this report) or included in the City’s mid-year budget review, as 
deemed appropriate. 

Submission 

N/A 

 

Report 

Given the absence of a Council meeting in January 2018, there is a 
legislative requirement to present the November financial report to the 
December meeting. By presenting last year’s November financial report 
to the February Council meeting, the City’s auditor found this did not 
comply with the requirement to present the report within two months 
after the end of the reporting month (was 8 days late). In order to 
comply, Management has agreed to present a late item at December 
Council meetings going forward.   
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Opening Funds 

The City brought forward $11.97 million in opening funds from the 
previous year (confirmed by audit), which included $9.56 million of 
municipal funding committed to carried forward works and projects. The 
remaining uncommitted $2.41 million was $410,382 above the $2.0 
million surplus estimate in the 2018/19 adopted budget. This has been 
sent to the Community Infrastructure Reserve in accordance with 
Council’s budget policy. 

   

Closing Funds 

The City’s actual closing funds position for the month of $83.13 million 
was $11.90 million higher than the YTD budget. This result included the 
annual rates revenue raised in July and also reflected budget variances 
across the operating and capital programs as further detailed in this 
report. 

The 2018/19 revised budget is showing a closing surplus of $110,877 
up from $15,400 in the adopted budget. A reconciliation of the changes 
is included at note 3 to the financial report.   

 

Operating Revenue 

Operating revenue of $124.81 million was ahead of YTD budget by 
$2.42 million. A significant portion of the City’s operating revenue is 
recognised in July upon the issue of annual rates and charges. The 
remaining revenue, largely comprising service fees, operating grants 
and contributions and interest earnings from investments, flows 
relatively uniformly over the remainder of the year.   

The following table summarises the operating revenue budget 
performance by nature and type: 

Nature or Type 
Classification 

Actual 
Revenue 

$M 

Revised 
Budget YTD 

$M 

Variance to 
Budget 

$M 

FY Revised 
Budget 

$M 

Rates 
101.40 100.73 0.67 103.70 

Specified Area Rates 
0.46 0.45 0.01 0.45 

Fees & Charges 
14.73 14.13 0.60 29.00 

Operating Grants & 
Subsidies 

4.95 4.38 0.58 10.42 

Contributions, Donations, 
Reimbursements 

0.63 0.46 0.17 1.25 
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Nature or Type 
Classification 

Actual 
Revenue 

$M 

Revised 
Budget YTD 

$M 

Variance to 
Budget 

$M 

FY Revised 
Budget 

$M 

Interest Earnings 
2.65 2.26 0.39 4.99 

Total 
124.81 122.40 2.42 149.82 

 

Material variance identified for the month included: 

 Rates revenue was $0.67million ahead of YTD projections due to 
part year rating on new and improved properties.  

 Fees and Charges: 

o A $0.29 million variance against YTD budget for Port Coogee 

marina fees caused by timing issues in revenue recognition 
(fees received in advance); 

o Landfill fees were $0.28 million ahead of the YTD budget. 

o Cockburn ARC revenue was $0.21 million below YTD budget 

targets, mainly due to swim school and aquatic revenues. 

 Operating Grants & Subsidies: 

o Grant funding of $0.39 million for the Roe 8 rehabilitation 

project has been received ahead of the YTD budget setting. 

o A milestone payment of $0.28 million for the Better Bins 

program for the roll out of the third bin project was received 
from the Department of Water & Environmental 
Regulation and is not currently budgeted.  

 Interest earnings were tracking $0.39 million ahead of YTD 
budget, mainly due to higher earnings from invested funds. 

 

Operating Expenditure 

Operating expenditure (including asset depreciation) of $59.56 million 
was under the YTD budget by $4.18 million. 

The following table shows the operating expenditure budget variance at 
the nature and type level. The internal recharging credits reflect the 
amount of internal costs capitalised against the City’s assets: 

 

Nature or Type 
Classification 

Actual 
Expenses 

$M 

Revised 
Budget YTD 

$M  

Variance 
to Budget 

$M 

FY Revised 
Budget 

$M  
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Nature or Type 
Classification 

Actual 
Expenses 

$M 

Revised 
Budget YTD 

$M  

Variance 
to Budget 

$M 

FY Revised 
Budget 

$M  

Employee Costs - Direct 
22.77 23.47 0.70 55.28 

Employee Costs - Indirect 
0.35 0.43 0.08 1.57 

Materials and Contracts 
15.95 18.66 2.71 44.66 

Utilities 
2.03 2.28 0.25 5.46 

Interest Expenses 
0.07 0.00 (0.07) 0.71 

Insurances 
1.59 1.64 0.05 1.49 

Other Expenses 
3.72 4.24 0.52 9.14 

Depreciation (non-cash) 
13.37 12.97 (0.40) 31.12 

Amortisation (non-cash) 
0.46 0.47 0.02 1.14 

Internal Recharging-
CAPEX 

(0.74) (0.42) 0.33 (0.99) 

Total 
59.56 63.74 4.18 149.58 

 Spending on Material and Contracts was collectively $2.71 million 
under the YTD year budget with the identified significant variances 
being: 

o A delayed start to the Port Coogee sand bypassing works is 

showing a $0.34 million variance against YTD budget.   

o The Roe 8 rehabilitation project budget was underspent by 

$0.43 million as various governance issues need to be 
resolved before spending can ramp up.   

o Cockburn ARC was showing a $0.27 million underspend 

across their business for various service contracts and 
material costs. 

o Waste Collection contract spending was down $0.24 million, 

mainly due to lower RRRC entry fees. 

 

 Employee Costs – Direct:  

o Parks salaries were $0.27 million (13.2%) under the YTD 

budget. 

 Other Expenses:   

o The Grants and Donations budget was running $0.49 million 

behind the YTD budget setting.  
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 Utilities: 

o Power expenses on Council facilities were behind YTD 

budget by $0.24 million. 

 Depreciation: 

o Depreciation on Parks Equipment assets is exceeding YTD 

budget by $0.22 million as $12 million in new assets were 
capitalised at the end of the 2017/18 financial year. 

 

Capital Expenditure 

The City’s adopted budget capital budget of $40.92 million has 
increased to $64.72 million primarily due to the addition of carried 
forward works and projects. To the end of the month, actual spending 
of $13.74 million was $1.54 million under the YTD budget setting.  

 

The following table details this budget variance by asset class: 

 

Asset Class 

YTD 

Actuals 

$M 

YTD  
Budget 

$M 

YTD 

Variance 

$M 

Revised 
Budget 

$M 

Commit 
Orders 

$M 

Roads Infrastructure 
6.21 6.15 (0.06) 21.36 6.11 

Drainage 
0.34 0.38 0.04 1.90 0.04 

Footpaths 
0.61 0.63 0.02 1.89 0.06 

Parks Infrastructure 
2.88 3.29 0.41 13.25 1.37 

Landfill Infrastructure 
0.08 0.05 (0.03) 0.54 0.07 

Freehold Land 
(0.01) 0.25 0.26 0.66 0.00 

Buildings 
2.51 2.72 0.20 16.99 1.55 

Furniture & Equipment 
0.01 0.03 0.01 0.05 0.00 

Information Technology 
0.37 0.93 0.56 2.24 0.19 

Plant & Machinery 
0.21 0.26 0.05 4.31 2.21 

Marina Infrastructure 
0.51 0.59 0.08 1.55 0.09 

Total 
13.74 15.28 1.54 64.72 11.69 
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Significant project budget variances recorded for the month are detailed 
below: 

 Information Technology (under by $0.55 million) – 

o IT related software and hardware project initiatives were 

collectively $0.59 million below YTD budget. 

 

Capital Funding 

Capital funding sources are highly correlated to capital spending, the 
sale of assets and the rate of development within the City (determining 
developer contributions received). 

Material variances for the month included: 

 Capital Grants & Subsidies (over YTD budget by $5.23 million):   

o MRWA funding for the Spearwood Ave duplication and bridge 

works of $3.92 million has been received ahead of YTD 
budget.  

o Roads to Recovery funding of $0.99 million has been 

received ahead of the budget setting.  

o CSRFF funding of $0.34 million for the Lakelands Hockey 

Facilities project was received one month ahead of the 
budget setting. 

 Developer Contribution Plans (under YTD budget by $0.20 
million):  

o Revenue of $1.53 million from the Community Infrastructure 

Scheme was $0.34 million below the YTD budget.  

o Contributions for the Success North DCA for roads 

infrastructure were $0.20 million ahead of YTD budget.    

 

Reserve Transfers 

 Transfers from reserves of $11.29 million were $1.82 million below 
YTD budget.  This mainly comprised funding for the capital 
program behind by $1.75 million. 

 Transfers to Reserve included interest revenue that was $0.29 
million ahead of YTD budget 

    

Cash & Investments 

The closing cash and financial investment holding at month’s end 
totalled $188.85 million, down from $191.73 million the previous month.  
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$123.33 million of this balance was held for the City’s financial 
reserves. The remaining $65.52 million represented municipal funds 
available to meet operational liquidity requirements. 

 

Investment Performance, Ratings and Maturity 

The City’s investment portfolio yielded a weighted annualised return of 
2.77 percent for the month, up slightly on the 2.76 percent reported last 
month. This exceeded the target rate of 2.60 percent (RBA cash rate of 
1.50 percent plus 1.10 percent) by 0.17 percent. Interest earnings on 
the investment portfolio were $2.02 million against the full year budget 
of $4.30 million. 

The cash rate was most recently reduced at the August 2016 meeting 
of the Reserve Bank of Australia (by 25bp to 1.50 percent). Markets are 
indicating that the next move in interest rates will most likely be up, but 
not until late 2019 or even early 2020 due to prevailing economic 
conditions.  

The majority of investments are currently held in term deposit (TD) 
products placed with highly rated APRA (Australian Prudential 
Regulation Authority) regulated Australian and foreign owned banks. All 
current investments comply with the Council’s Investment Policy, other 
than those made under previous statutory provisions (grandfathered by 
the updated legislation).  

The City’s TD investments fall within the following Standard and Poor’s 
short term risk rating categories. During the month, the A-2 holding 
decreased slightly from 46.17 percent to 43.77 percent, comfortably 
below the policy limit of 60 percent. The investment portfolio met all 
Council policy compliance requirements at month end.  

 

Figure 1: Portfolio allocations compared to Investment Policy limits 

The current investment strategy seeks to secure the highest possible 
rate on offer (up to 12 months for term deposits), subject to cash flow 
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planning and investment policy requirements. Best value is currently 
being derived within the six to nine month investment range.   

The City’s TD investment portfolio had an average duration of 161 days 
or 5.3 months, slightly down from 172 days the previous month. The 
maturity profile of the City’s TD investments is graphically depicted 
below, showing sufficient maturities in the zero-90 days range to meet 
liquidity requirements: 

 

Figure 2: Council Investment Maturity Profile 

 

Investment in Fossil Fuel Free Banks 

At month end, the City held 49 percent ($92.0 million) of its TD 
investment portfolio with banks deemed free from funding fossil fuel 
related industries. This was down from 52 percent ($98 million) the 
previous month and fluctuates in line with policy limits and deposit rates 
available at time of placement.   

 

Rates Debt Recovery 

At month’s end, the City had collected $88.77 million (70.3 percent) of 
the $126.18m levied (inclusive of prior year balances and YTD part year 
rating), with $37.41 million still to collect from remaining instalments and 
payment arrangements. 

 

Budget Amendments 

There were a number of budget amendments identified during the 
month that require Council adoption. These items are: 

 Royalty revenue of $10,000 from fuel sales at Port Coogee Marina. 

 Net income of $2,200 from an EV Charging Station at Cockburn 
Central, with annual maintenance costs of $21,000 funded from the 
Greenhouse Action Fund Reserve. 
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 Bond of $42,747 provided to fund verge tree planting. 

 Budget $322,085 for in-kind works completed by Stockland for the 
Calleya (Treeby) Oval – funded from DCA ($234,179) and 
municipal funds ($87,906 from budget contingency account). 

 New funding from HACC of $75,751 for clients not eligible for 
Commonwealth Home Support Program funding. 

 “Better Bins” funding for the Third Bin Rollout of $281,700 hadn’t 
been allowed for within the budget. 

 A net GST refund on Land Sales made under the margin scheme of 
$70,000 less professional costs of $40,000, concluding a drawn out 
ATO audit process. 

 Sand mining royalties income of $242,948 received from lot 1712 
Russell Rd (transferred to the Land Development and Investment 
Fund Reserve).  

The financial report attached includes a detailed schedule of the 
proposed budget changes and the associated funding sources. 

 

Description of Graphs & Charts 

There is a bar graph tracking Business Unit operating expenditure 
against budget. This provides a quick view of how the different units are 
tracking and the comparative size of their budgets. 

The Capital Expenditure graph tracks the YTD capital spends against 
the budget.  It also includes an additional trend line for the total of YTD 
actual expenditure and committed orders.  This gives a better indication 
of how the capital budget is being exhausted, rather than just purely 
actual cost alone. 

A liquidity graph shows the level of Council’s net current position 
(adjusted for restricted assets) and trends this against previous years.  
This gives a good indication of Council’s capacity to meet its financial 
commitments over the course of the year. Council’s overall cash and 
investments position is provided in a line graph with a comparison 
against the YTD budget and the previous year’s position at the same 
time.  

Pie charts included show the break-up of actual operating income and 
expenditure by nature and type and the make-up of Council’s current 
assets and liabilities (comprising the net current position). 

 

Trust Fund 

At month end, the City held $11.39 million within its trust fund. $6.12 
million was related to POS cash in lieu and another $5.27 million in 
various cash bonds and refundable deposits. 
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Strategic Plans/Policy Implications 

Leading & Listening 

Deliver sustainable governance through transparent and robust policy 
and processes 

Listen to and engage with our residents, business community and 
ratepayers with greater use of social media 

 

 

Budget/Financial Implications 

The 2018/19 revised budget surplus of $110,877 will increase by 
$323,900 to $434,777 following the adoption of the budget 
amendments contained in this report. 

 

Legal Implications 

N/A 

 

Community Consultation 

N/A 

 

Risk Management Implications 

Council’s adopted budget for revenue, expenditure and closing financial 
position will be misrepresented if the recommendation amending the 
City’s budget is not adopted. 

 

Advice to Proponent(s)/Submissioners 

N/A  

 

Implications of Section 3.18(3) Local Government Act, 1995 

Nil 
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