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South Per

Minutes of the Special Meeting of the City of South Perth Council
held for the Purpose of Adopting the 2008/2009 Annual Budget
in the Council Chamber, Sandgate Street, South Perth
Tuesday 8 July 2008 commencing at 7.00pm

1 DECLARATION OF OPENING
The Mayor opened the meeting at 7.00pm and welcawerd/one in attendance.

2. DISCLAIMER
The Mayor read aloud the City’s Disclaimer.

3. RECORD OF ATTENDANCE / APOLOGIES/ APPROVED LEAVE OF ABSENCE

Present:
Mayor J Best

Councillors:

G W Gleeson Civic Ward

P Best Como Beach Ward

T Burrows Manning Ward

L P Ozsdolay Manning Ward

C Cala McDougall

R Wells, JP McDougall

R Grayden Mill Point Ward

S Doherty Moresby Ward

K R Trent, RFD Moresby Ward

Officers:

Mr C Frewing Chief Executive Officer

Mr S Cope Director Development and Community SmEvi
Mr M Kent Director Financial and Information Sezes
Mr S Bell Director Infrastructure Services
Ms D Gray Manager Financial Services
Mrs K Russell Minute Secretary

Gallery Nil

Apologies

Cr | Hasleby Civic Ward

Cr B Hearne Como Beach Ward

Cr D Smith Mill Point Ward

DECLARATION OF INTEREST

Nil

PUBLIC QUESTION TIME (in relation to Item 7)
There were no members of the public present.
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6.

7.

DEPUTATIONS (in relation to Item 7)

Nil

REPORT

|7.1 Adoption of the 2008/2009 Annual Budget

Location: City of South Perth
Applicant: Council

File Ref: FS/FI/1

Date: 4 July 2008

Author / Reporting Officer: Michael J Kent, Directéinancial and Information Services

Summary
To present the 2008/2009 Annual Budget, as cired|dbr adoption by Council.

Background

The preparation of the Annual Budget is both austey requirement of the Local

Government Act and a responsible financial managémectice. The development of the
budget has been persuasively influenced by the'sClyrategic Plan and the financial
parameters of its Strategic Financial Plan. The gg@udlocument includes the Statutory
Budget format with all relevant disclosures to Hege financial accountability to the
community. In addition, it contains the 2008/200&h&lule of Fees & Charges and the
Summary Revenue and Expenditure Schedules relatithge Management Budget (which is
the strategic overview of the City’s finances).

A separate, more detailed Management Budget incatipg all line items (grouped to
reflect the reporting mechanisms inherent withie trganisational structure) has been
prepared and will be used by the administratiorretgponsibly and sustainably manage
departmental finances on an operational level gjiinout the next year.

Comment

From the generation of the initial strategic finahgrojections in December 2007 to the

date of this meeting, the budget process has eddahmugh a number of structured stages
that have provided opportunities for Council Menshéine community and City staff to have

involvement in the process.

The major phases of the budget development préeessbeen:

» Development of strategic forward financial projeos.

» Verifying alignment with the ‘themes’ that undergime development of the Strategic
Financial Plan (SFP) and Budget.

« Determining the overall financial parameters fa #908/2009 budget.

e Conducting a critical review of major capital prdjgon the SFP.

e Submitting and considering capital project props$at 2008/2009 budget.

e Incorporating the outputs of community forums arau@cil Member workshops during
the year (along with contemporary practices) inioforward financial planning.

« Developing a draft Strategic Financial Plan todatlé the sustainability of the proposed
financial model.

* Reviewing the Fees & Charges Schedule for the upapyear.

» Preparing a Suggested Budget for considerationfigecs and validating its alignment
with overall financial parameters.

« Determining the final capital projects list for lasion in the 2008/2009 budget.
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* Identifying the incomplete capital works to be edrforward to 2008/2009.

« Establishing the likely Budget Opening Position.

* Modelling the data for the triennial revaluation ®foss Rental Values (GRV) for all
properties in the City.

« Preparing and reviewing the Draft Budget & Propd3adget.

e Preparing the 2008/2009 Budget as presented fqtiato

Throughout the budget process, a series of stredttoriefings have been held with Council

Members and relevant City officers to ensure thirmation on the budget process and the
budget itself is available to participants. Impaotlg this has resulted in a shared

understanding of the Budget and its relationshipdth the Strategic Plan and the Strategic
Financial Plan.

By ensuring alignment with the City’s strategicedition and its agreed strategic financial
themes, competing organisational priorities canabsessed and prioritised in a manner
which maximises community benefit whilst ensuringe tCity’s financial, social and
environmental sustainability.

Discussion on some of the key elements of the 2008 Annual Budget is provided below:

Budget Overview

The 2008/2009 Budget provides for Total Earned Regeof $39.40M supplemented by
City borrowings of $3.0M (deferred from 2007/2008)otal Expenditure is $48.77M
including non-cash items (depreciation etc) of 88%lus a further $0.55M for debt capital
repayments. This is comprised of $33.39M of OpegatExpenditure (Management
Account format) plus $15.38M of Capital Expendityiecluding the $5.50M remaining
progress payments for the Underground Power Pjojelenned net transfers to cash backed
reserves for the year are $1.36M - which in effedhe interest revenue that will be earned
on those reserve funds. Along with the estimate@niym Position and the anticipated
change in Accrual Items (including collections o6GB debts) this results in a balanced
budget.

Rates

The proposed rates yield for 2008/2009 is $20.6%¥sed on the recently supplied triennial
revaluation of GRVs for all rateable propertiesthie City. The City is obliged to use the
GRVs supplied from the Valuer General’s Office gtemining its annual rates - which are
calculated by multiplying those GRVs by a ‘Ratetia Dollar’ determined by Council.

GRVs rose some 30% across the City from $258.6M$3®y.4M - although the changes in
GRV were not evenly distributed.

The 2008/2009 proposed rates yield is achievedppyyeng a ‘Rate in the Dollar’ of 6.000
cents to the property GRV for 2008/2009 - (dowmrfrd.400 cents in 2007/2008 to mitigate
the impact of the significant increases in GRV)isTiesults in a 5.7% rates yield increase -
which compares favourably to guidelines resultimgrf the WA Local Government Cost
Index which suggest an increase of between 5% &ndiée WALGA Cost Index is based
on the CPI movement (all groups) for Perth in thet 12 months - adjusted to include a
heavier weighting on wages and construction casthese represent the major part of local
government expenditure.

The Minimum Rate (determined to be the minimum &dué cost of servicing lots within
the district) increases from $590.00 last year @20800 in 2008/2009 - a 5.08% increase.
Approximately 3,803 properties (19.6%) are expedtetbe minimum rated in 2008/2009.
This is a very similar proportion to last yeamdawell below the threshold of 50% of all
properties allowable under the Local Government Act
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All current Pensioner and Senior concessions wiltinue to apply. Eligible Pensioners will
benefit from a rebate of up to 50% on their raBeniors entitlements are capped at $234.90
which is a bigger concession than last year's $27Instalment payment options will
attract a $5.00 administration fee (per instalment) pre-interest charges of 5.5%. Penalty
interest of 11% will be applied to amounts outstagdeyond the due date. Benchmarking
the rates increases of our metropolitan local guvent peers provides conclusive evidence
that the City’s rating strategy is achieving ityextive of being rate competitive relative to
its local government peers.

Rubbish Charges

The cost of a standard domestic rubbish servicebeilincreased from $180.00 to $190.00
for 2008/2009. The City’s rubbish service chargatitmes to be at low level given the
escalations in the costs of landfill, fuel and labe all of which are key components of
waste management costs. The majority of metr@olibcal governments charge a rubbish
service levy of between $190.00 and $230.00. Al mateable properties will incur a
standard rubbish charge of $275.00 per servicecamunercial services (1100 Itr) will incur
a $950.00 charge.

The rubbish service charge reflects the principliefull cost recovery - contractor charges
have increased for 2008/2009 and so therefore thesissociated rubbish levy. The charge
also acknowledges the need to provide future funtinsecure access to one the emerging
regional facilities developing alternative waste nagement technologies when landfill
ceases to be a viable option. The City recognisaslandfill is neither an environmentally
nor financially sustainable approach and that il woon become necessary to pay a
premium to participate in a more environmentalkgrfdly and socially responsible waste
management solution.

Resident ratepayers will continue to receive tweegrwaste and one general waste pass to
the Transfer Station. Two bulk kerbside rubbisHemtions funded by the City will again be
provided this year.

Overall, the combined increase in Rates and thebRubCharge for a typical (average)
property in the City will be 5.49% - which is inné& with the guidelines indicated by
WALGA Local Government Cost Index movement for ylear.

Emergency ServicesLevy (ESL)

The State Government ESL charge will again appealldocal government rate notices in
2008/2009. This charge will be calculated basedhenGRVs supplied to the City using a
rate nominated by the Fire & Emergency Serviceshéuity. The 2008/2009 rate has been
determined to be 1.17 cents in the dollar (1.52scBn2007/2008). FESA has indicated that
the levy will be capped at $215.00 for vacant resil land and $120.00 for all other
properties in 2008/2009. This charge is outsidecthrol of local governments, is set by
the State Government and is not retained as reventtee City.

All monies collected from residents of the City alnirelate to the ESL must be remitted to
the Fire and Emergency Services Authority (FESAlisThas cash flow implications for the
City in respect to people paying by instalmentdhees ESL must be treated as a ‘priority
creditor’. However, the effects of this have beeitigated as the City has signed an
agreement to pay FESA in pre-determined quartaripumts rather than paying monthly
based on actual collections. This payment modslehfess dramatic impact on the City's
cash flow in the earlier part of the year.
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Employee Costs

Employee salary and wage costs are $13.40M foyéhe including the expected impact of
the City’s EBA, award increases and statutory sampauation contributions. This represents
an increase of 4.50% over the previous year’s lawel is within the acceptable levels for
the Employee Costs / Rates Ratio. As part of a @udnanagement strategy, accrued
employee entitlements under relevant awards (aneaak and long service leave) for all
employees are fully funded and supported by caskdzhinvestments.

The budget provides for a total of 217.6 FTE (fuie equivalent) positions made up of 178
full time employees and an additional 76 part tengployees. This compared to 213.9 FTE
approved positions in 2007/2008.

Staffing levels in the 2008/2009 budget reflect ar@nappropriate mix of resources - with
the major changes in the administration being émeaval of a director position, the transfer
of the sustainability function to the CEO Offideansfer of the Payroll Officer position

from Human Resources to the Finance area, remdvanounfilled 0.5 FTE assistant

position in the administration area and inclusidran additional 0.6 FTE in Community

Culture & Recreation as a result of a re-structure.

The mix between full and part time staff in CustorRecus Team and Libraries has been
adjusted to provide better roster coverage - bth \ittle impact on the overall headcount.
The FTE staff headcount in the Ranger team has tmestated by 1.0 FTE following the
return of a ranger from maternity leave in 2007800

Infrastructure Services has undergone a re-streittuprovide better service levels and more
effective supervision and has resulted in an irsgeaf 2.0FTE (field staff) relative the
2007/2008 budgeted numbers - although not all ipositare currently filled.

Council Member Entitlements

Entitlements for Council Members for 2008/2009 wiimain at the statutory level for
Meeting Fees of $7,000 per Council Member and I4for the Mayor - as provided for
under the Local Government Administration RegulaioCouncil Member Entitlements
will also include (for all members), the permitt€Communications and Technology
allowances of $2,400 and $1,000 per annum respdgtio assist members in effectively
communicating with their electorate.

The Mayoral and Deputy Mayoral Local Governmenbiances (as determined for 2 years
at the June 2007 Council meeting) are establish@d%000 and $11,250 respectively. All
amounts proposed above are within the limits peechiby relevant legislation.

Other Expenditure attributed to Council Members

In addition to funding allocations for Council Mees for the relevant professional
insurances, professional subscriptions, electigreeges and training and conferences, there
is an allocation that is made by applying actiMiigsed costing principles for corporate
overheads to the Council Members area.

This covers the costs associated with:

« Officer time in researching, preparing and presgnteports and briefings to Council.
« Attending and recording minutes at Council meetizugd briefings.

» An allocation of operating costs for the Counciilting.

* Technology support services.

* Administrative support services.
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CPV Maintenance Fees

The impact of the concerted efforts of the Citykeeutive and the positive and responsible
support of the Collier Park Residents Committee ehdeen reflected in effective
management of the operating loss for Collier Pailkaye over the last few years. The
Budget currently anticipates that the operating losy reduce slightly in 2008/2009 to an
estimated operating loss of $111,882 compareditodgeted operating loss of $139,936 in
2007/2008. However, this will be dependent on thpact of costs for utilities which will
have to be critically reviewed mid year as the intpaf revised government charges
becomes clearer.

Following the presentation of the draft budgethe Collier Park Residents Committee in
June - and subsequently to the general meeting| fllage residents, it is recommended
that the Monthly Maintenance Fee for the CollierkPdllage remain at $270 per month for
the July to September 2008 period (inclusive) -obeincreasing to the figure of $280 per
month thereafter for the remainder of the finangesr.

The three month moratorium on the fee increasensistent with the process adopted last
year to allow time implement the alternative payterthod that allows the residents to
pay a lesser amount in cash each month - and haveemaining $50 per month deducted
from the refundable monies held on their behalfthyy City in the Collier Park Village
Residents Loan Offset Reserve. Financial modelhidgates that this approach continues to
be financially sustainable and will not compromile Collier Park Village reserves in the
long term.

The budget also includes an operating subsidy pfecgmately $45,000 to the Collier Park
Hostel in 2008/2009 (versus approximately $49,008geted operating loss in 2007/2008).
This would be met from the accumulated balancéeiQollier Park Hostel Capital Reserve.
This also does not include capital costs and reghrbents that will have to be funded from
the accumulated balance of the Collier Park HoStadital Reserve. The budget has been
developed on the assumption of the status quo itireya although it is possible that the
consequential impacts of the Review into the Colark Hostel may alter that. In such an
event, a separate budget review would be prepareflect any changed circumstances.

Reserve Funds

The City anticipates that the balance of its castkbed Reserves will increase by $1,356,097
in net terms over the year - after reinvesting sémh&53,199 worth of interest revenue back
to the reserves. The expected balance of cash dhdé&serves at 30 June 2009 including
those quarantined for the purposes of the Collkek Retirement Complex, Golf Course and
Waste Management is approximately $24.46M. QuaradtiReserves make up $16.99M
worth of this amount and the remainder ($7.47MJity Reserve Funds for future projects -
with more than $3M of this representing the 2008@2&Ehadow Capital Program’. That is,
funds allocated for - and ready to be drawn dowrilfe construction of the new community
facility (library & hall) at the Sandgate St Civ@entre site.

Capital Program

A Capital Expenditure program of some $9.88M (edirig the Underground Power Project
cash calls of $5.5M that are payable to the WedBenwer contractor) and Carry Forward
Works of approximately $2.9M are planned for t@0&2009 Budget. Details of the
included projects are containedAmtachment 6.1 to this report.

Under ground Power Project (UGP)

In addition to the Capital Expenditure Program dabove, a further amount of $5.50M is
provided for the remainder of the City’s contrilmutito the approved Como East UGP
project.
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Statutory Budget

The Statutory Budget is prepared in accordance ualitlelevant professional accounting
pronouncements. It follows a similar format to #@62007 budget and contains a number
of specified schedules including:

Operating Statement:

Rate Setting Statement

Statement of Cash-Flows

Notes to and forming part of the Budget
Schedule of Fees & Charges

Schedule of Capital Projects

Schedule of Carry Forward Projects

The key features of each of these elements ofutiges are:
1. An Operating Statement prepared in accordandd wustralian Accounting

Standard AAS27. This statement summarises reveanesecurrent expenditures -
classified according to specified local governnumograms.

2. A Rate Setting Statement which consolidatesl@inents of the budget into the
following categories :
* Funding
=  All Sources except Rates $ 18.71M
*=  Loan Borrowings $ 3.00M
= Transfers from cash backed Reserves 3BM!
=  Opening Funds $ 0.41M
= Accrual Funding Movements $ 1.11M
*  Closing Funds $ 0.17M

» Expenditures
e Operating Expenditures (excluding non cash items) $ 33.73M
e Capital Expenditure (according to AAS27 principles)$ 8.47M
= Transfers to cash backed Reserves RBMb.
*= Loan Capital Payments $ 0.55M

The difference between the total expenditures ammdlihg from all sources other
than rates is the amount that the City is requicedaise from rates ($20.69M) to
produce a balanced budget in the 2008/2009 yeeas. Réte Setting Statement
demonstrates to the community the full impact ef Budget.

3. A Statement of Cash-Flows which recognisesdagh inflows from operating,
investment and government sources as well as tilwwof cash on operating and
investment items. It also indicates the impact Wtlilee timing of these items might
have on the organisation’s financial liquidity.

4. A Schedule of Fees & Charges which details &es in force for City services and
use of City facilities. Fees are based on eithdlr dast recovery, partial cost
recovery, statutory fees or reference (benchmaiking.

Consultation

In developing the budget, the City has given duesiteration to submissions made in
relation previous Strategic Financial Plans as wasllconsidering Council Member and
community feedback received by the City throughiows community forums and
consultation exercises throughout the year.
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Policy and Legidative Implications

The development of the Annual Budget has been adgedun accordance with the City’s
Policy P601 — Strategic Financial Plan and Annualdget PreparatiorandPolicy P604 —
Use of Debt as a Funding Option

All relevant legislative provisions of Part 6 d¢fet Local Government Act have been met -
and the budget document itself is consistent viighrequirements of the Local Government
Financial Management Regulations.

Financial Implications
The financial implications of adopting the 2008/20Budget are as disclosed in
Attachment 7.1 of this report.

Strategic Implications

This report deals with matters of financial managetrwhich relate directly to the City’s
strategic goal of Financial Viability Fo provide responsible and sustainable management
of the City’s financial resources.

OFFICER RECOMMENDATION AND
COUNCIL DECISIONITEM 7.1.1
Moved Cr Gleeson, Sec Cr Trent

That...

(a) a General Rate in the Dollar @000 cents be applied to the GRV of all rateable
property within the City for the year ending 30 d&009;

(b) a Minimum Rate 0$620.00 be set for the year ending 30 June 2009 notwitk#tg
the General Rate set out in part (a) above;

(©) the following rubbish service charges be agpla the year ending 30 June 2009:
0] a standard Rubbish Service Charg&$0.00 be levied;
(i) a non rateable property Rubbish Service Chai@275.00 be levied; and
(i)  a commercial (1100 Itr Bin) Rubbish Servich&ge 0f$950.00 be levied.

(d) a Swimming Pool Inspection Fee $3.75 be levied for the year ending 30 June

2009;
(e) the following dates be set for payment of réemstalments:
» First instalment 20 August 2008
» Second instalment 06 November 2008
e Third instalment 08 January 2009
* Fourth instalment 12 March 2009
4) an administration charge of $5.00 per instaltrfen payment of rates by instalments

be applied to the second, third and fourth instalnie accordance with Section
6.45(3) and (4) of theocal Government Act 19%nd Regulation 67 of the Local
Government (Financial Management) Regulations;

(9) an interest rate of 5.5% be imposed on payrbgninstalments, to apply to the
second, third and fourth instalment in accordanitk &ection 6.45(3) of theocal
Government Act 199%and Regulation 68 of the Local Government (Findncia
Management) Regulations;

(h) an interest rate of 11% be imposed on overdesrin accordance with Section
6.51(1) of theLocal Government Act 199and Regulation 70 of the Local
Government (Financial Management) Regulations;

0] a Monthly Maintenance Fee of $270.00 (treatedrgput Taxed’ for the purposes of
the GST) be applied to all units in the Collier P¥illage for the period July 2008
to September 2008 inclusive;

10
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1)

(k)

()

(m)
(n)

(0)
(p)
(@

a Monthly Maintenance Fee of $280.00 (treatedrgput Taxed’ for the purposes of
the GST) be applied to all units in the Collier lPafillage for the period from
October 2008 to June 2009 inclusive;

the Statutory Annual Budget for the year end3@gJune 2009 comprising Sections 1
and 2 of the 2008/2009 Annual Budget as distribwigd this Agenda and tabled at
this meeting, be adopted;

the Management Account Summary Budget Scheduolethe financial year ending
30 June 2009 as set out in Section 3 of the AnBudfet be endorsed;

the Capital Expenditure Budget for the finahgear ending 30 June 2009 as set out
in Section 4 of the Annual Budget be adopted;

the budgeted Carried Forward Capital Expenditior 2008/2009 - as set out in
Section 5 of the Annual Budget be approved (subjectinal confirmation of
unexpended balances after the City’s final 2007820ihancial accounts are
completed);

the Reserve Fund transfers for the financialryending 30 June 2009 as set out in
Section 6 of the Annual Budget be approved;

the Schedule of Fees and Charges as set @edtwon 7 of the Annual Budget for
the year ending 30 June 2009 be adopted; and

an Incentive Scheme to encourage early paynmamnates shall be operated under
the following conditions:
) This competition is open to all ratepayershw City of South Perth:

(A) who pay in full all outstanding rate amounts2§y August 2008,

(B) if the ratepayer is a registered entitled pemsi claiming the
government subsidy, pay any arrears and 50% ofuh@nt year’s
rates by 20 August 2008 (previously deferred an®artluded);

(i) Ratepayers who comply with part (q)(i) will leitomatically entered in the
prize draw.
CARRIED (10/0)
And by Required Absolute Majority

COMMENDATION FINANCIAL SERVICES DIRECTORATE

The Chief Executive Officer recorded his appreoiatio the Financial Services Director, Michael
Kent and Manager, Deborah Gray for successfully meting another Annual Budget and
commended them and their staff on the many hdunsk put in during the budget process.

CLOSURE

The Mayor closed the meeting at 7.15pm and thaekedyone for their attendance.

Signed

These Minuteswer e confirmed at a meeting on 22 July 2008

Chairperson at the meeting at which the Minutesewsemfirmed.
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