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Executive Summary 
 
Financial Performance 
 
Financial Position 
 
The Quarterly Budget Review Statement – December 2019 recommends a number of variations that 
result in an overall Deficit budgeted position.  Proposed unfavourable Budget variations are in excess 
of proposed favourable variations.  It is proposed that the Deficit is budgeted to be funded through the 
Contingency Reserve resulting in an overall balanced budget being maintained.   
 
Details of all variations processed in this Quarterly Budget Review Statement have been included at 
the end of this document.  Commentary on Council’s financial performance for the period ending 31 
December 2019, and details on the more significant issues in this Quarterly Budget Review Statement 
are provided below. 
 
Operating Revenue 
 
As at the end of the second quarter, Council’s operating revenue from general rates and annual 
charges, user charges and fees, other income streams and operating grants, net of any applicable 
subsidies, is $70.6M,  and after the recommended variations, is tracking to meet the projected FY 
Budget of $80.1M. As at the end of December 2019, interest and investment earnings are $0.8M, 
tracking to meet the projected FY Budget of $1.8M.  
 
Operating Expenditure 
 
Council incurs operating expenditure in delivering operational programs as outlined in the adopted 
2019/2020 Operational Plan. Council’s operating budgets are expended in maintaining the 
infrastructure in the Hawkesbury such as parks, recreational facilities, roads, bridges, community 
buildings and community facilities.  These funds are also required to deliver essential services to the 
community, including waste, sewerage, storm water services, community services and cultural 
services.  Other services provided include city planning and support services.  Apart from direct 
service delivery, Council also supports other bodies, including emergency services and recreational 
services by way of contributions. Main expenditure items include employee costs, materials, 
contractors, consultants, legal expenses, contributions and utilities. 
 
As at the end of December 2019, operating expenditure, excluding depreciation, amounts to $30.5M, 
or 42.2% of the projected FY budget of $72.3M. Based on these figures, overall, operating 
expenditure is tracking well against budget, due to the proposed variances included in the Quarterly 
Budget Review Statement.   
 
Operating income and expenditure reports are prepared and analysed on a monthly basis to ensure 
that problem areas are identified and acted upon in a timely manner. 
 
Capital Expenditure 
 
For the 2019/2020 financial year, Council has a FY Budget for capital works of $54.4M, excluding 
December Quarterly Budget Review Statement variations, of $5.3M. As at the end of the second 
quarter, actual capital expenditure amounted to $17.4M. A number of projects are in the planning or 
procurement phase as at the reporting period, with a further $5.1M committed.  
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Capital expenditure (excluding dedicated assets) in the second quarter of the financial year includes 
expenditure on new infrastructure assets, with $3.2M spent on land, buildings and land 
improvements, $3.7M on roads, bridges, footpaths and drainage, $49K for sewer infrastructure and 
$0.1M for park improvement and recreation.  
 
Infrastructure renewal expenditure amounted to $0.8M spent on land, buildings and land 
improvements, $5.9M spent on roads, bridges, footpaths and drainage, $0.7M on sewer infrastructure 
and $0.7M on park improvement and recreation.   
 
Capital expenditure as at the end of the second quarter also included $1.4M in respect of plant and 
equipment, and $0.6M on other assets including library resources and IT equipment.  
 
Cash and Investments 
 
Council’s reserve balances as at the end of the second quarter amount to $51.9M.  This balance was 
made up of $36.7M in externally restricted reserves and $15.2M in internally restricted reserves. 
 
Council’s investments portfolio as at the end of December 2019 is $58.1M and returned an 
annualised average of 1.86% for over the period 1 July 2019 to 31 December 2019.   
 
Analysis of the more significant adjustments included in the Quarterly Budget Review Statement can 
be found within this document. 
 
Quarterly Budget Review Statement 
 
The Quarterly Budget Review Statement of the 2019/2020 Operational Plan is reported to Council in 
accordance with the requirements of Clause 203 of the Local Government (General) Regulation 2005. 
The Quarterly Budget Review Statement recommends budget adjustments that result in a balanced 
adjustment for the quarter. 
 
Unfavourable adjustments required to meet existing commitments or to implement Council resolutions 
are included in the Quarterly Budget Review Statement, as are certain unfavourable income budget 
adjustments. 
 
Financial Position 
 
In reviewing Council’s financial performance as at the end of December 2019, a number of external 
factors have been identified that have impacted negatively on Council’s financial performance against 
the 2019/2020 Adopted Operational Plan. These factors and associated budgets, if not addressed, 
will continue to have an impact on Council’s financial performance against the 2019/2020 adopted 
Operational Plan for the remaining of the financial year. 
 
Council's adopted 2019/2020 Operational Plan has fully allocated the available resources and funding 
to works, services and projects. Accordingly, Council has limited capacity to respond to adverse 
external influences. 
 
The external factors having a significant impact are: 
 

• The current economic environment  
• A significant reduction in the rate of development  
• The ongoing unpredictable nature of construction related procurement  
• A number of planning matters requiring significant, lengthy legal advice 
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There is currently an underlying problem of recurrent income not being aligned with recurrent 
expenditure. This problem is challenged further by weak economic conditions and the robust 
construction market. Work is being undertaken to address this challenge: 
 

• In terms of income generation – work is underway in regard to Biodiversity Offsets and 
Property Management; 

• In terms of expenditure – work is underway in relation to energy, and discretionary budgeted 
expenditure to identify any programs or projects that can be reduced in scope or deferred. 

 
Financial Position 
 
The Quarterly Budget Review Statement recommends Budget adjustments that result in an overall 
balanced budget adjustment for the quarter, and in the opinion of the Responsible Accounting Officer, 
maintains a satisfactory short term financial position for Council. The Responsible Accounting Officer 
Statement is included within this Quarterly Budget Review Statement attachment. 
 
While the short term financial position for Council at this stage is likely to remain satisfactory, this 
could be at risk if the external factors outlined above deteriorate further or in the event other matters 
having an adverse impact on Council’s budgeted income and expenditure arise during the remainder 
of the financial year. 
  
Attachment 1 to this report includes an executive summary of Council’s financial performance as at 
the end of the second quarter of 2019/2020, and provides further details within financial reports 
provided. 
 
The attachment also details all the major budget variations proposed in this Quarterly Budget Review 
Statement. The majority of the proposed variations are minor or not operationally significant in nature. 
 
The more significant items in the December 2019 Quarterly Budget Review Statement that require 
Council’s attention are: 
 
• Income Adjusted as a result of current economic conditions  – Net Unfavourable 

Variance $176K 
 

The conditions reported to Council in the course of the December 2018 Quarterly Budget Review 
Statement are on-going. As a result, there are several income lines that are impacted by the current 
economic conditions, with increased construction costs, reduced housing sales, slower levels of 
development and lower levels of housing construction. 
 
As a result, the following unfavourable variances are included in this Quarterly Budget Review, in 
order to adjust the Budget for the shortfall in income as at the end of the reporting period: 
 

- Development Applications reduced by $86K. As at the end of the reporting period had 
earned 41% of full year budget, being $319K of $786K; 
 

- Subdivision Income reduced by $45K. As at the end of the reporting had earned 29% of 
the full year budget, being $105K of $368K; 
 

- Plumbing and Drainage Inspections reduced by $25K. As at the end of the reporting 
period had earned 40% of the full year budget, being $51K of $128K; 
 

- Road Opening Permits reduced by $20K. As at the end of the reporting period had 
earned 21% of the full year budget, being $7K of $35K. 
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As there is some indication that external factors may improve by the end of the financial year, the 
budgets have only been reduced by the current shortfall. As these income lines are influenced by the 
macro-economic climate and may fluctuate outside of these projections over the remainder of the 
financial year, further adjustments may be required in the March 2020 Quarterly Budget Review. 
• Rural Fire Service Maintenance and Repairs Contribution – Favourable Variance $99K 
 
The Original Budget of $283K was based on advice regarding the budget bid for the maintenance and 
repairs of Rural Fire Service Plant and Equipment from the District Office to the NSW Rural Fire 
Service.  In September 2019, the NSW Rural Fire Service advised of the approved bid, with a range 
of expenditure for certain categories reduced. An adjustment in the September Quarterly Review, 
included these reductions, offset by the reduction in Contribution. Subsequently, the budget approved 
from the NSW Rural Fire Service differed from this budget bid. In November 2019, Council received 
$298K; therefore a favourable variance of $99K has been included in this Quarterly Budget Review 
Statement.  
 
• Dividend arising from sale of Southern Phone Equity – Favourable Variance $27K 
 
As resolved by Council at the meeting of 12 November 2019, Council sold its Southern Phone shares 
to the value of $2 as part of the sale of Southern Phone. In addition to the distribution of the proceeds 
of the sale ($786K), Council received $27K as a special dividend. This dividend has been 
incorporated as favourable variance as part of the Quarterly Budget Review Statement. 
 
• Sale of plant replaced in 2018/2019  – Net Favourable Variance $25K 
 
As at the end of December 2019, Council received unbudgeted proceeds from the sale of plant that 
was replaced in 2018/2019. The sale was budgeted in 2018/2019, but could not be carried forward to 
the 2019/2020 Budget, resulting in the $25K favourable variance. 
 
• General Rates Income  – Net Favourable Variance $22K 
 
A variable variance of $22K is included in this Quarterly Budget Review Statement to adjust the 
amount budgeted for general rates revenue in line with the amount generated as at the end of the 
reporting period. The additional income is a result of additional properties through subdivisions.  
 
Workers Compensation – Unfavourable Variance $141K 
 
As a result of an increase in the number of cases requiring significant medical intervention, a total 
unfavourable variance of $141K is included in this Quarterly Budget Review Statement. The variance 
has partially been funded been funded from the Workers Compensation Reserve ($74K). The 
increase can in part be attributed to Council’s ageing workforce. An Occupational Therapist is being 
engaged to review the workforce and case history, to develop a plan to minimize future incidents. 
 
• Upper Colo Reserve Park Bookings  – Net Unfavourable Variance $38K 
 
Income reduced due to closure of Upper Colo Reserve necessitated by bushfires during summer 
peak season. 
 
• Independent Planning Consultant  – Unfavourable Variance $24K 
 
Independent advice was required to support the assessment of applications where Council is the 
applicant.  
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• Rural Fire Service Red Fleet (Fire Trucks) Depreciation 
 
In line with advice from the NSW Audit Office, Council recognised Rural Fire Service red fleet (fire 
engines) as Council assets during 2018/2019. The recognition of these assets is associated with an 
increase in depreciation of $425K, which subsequently is included in this Quarterly Budget Review 
Statement. While this increase in depreciation will not impact on Council's overall bottom line result, it 
will negatively impact on Council’s Operating Performance Result. 
 
• Grants – Additional Works and Programs Totalling $400K 
 
A number of adjustments relating to grant funding successfully secured by Council, are included in 
this Quarterly Budget Review Statement. These adjustments have a nil effect on the Budget position, 
as amounts included for income have a corresponding amount for expenditure. The securing of grant 
funding assists Council to undertake works otherwise not funded through Council’s available funds. 
 
There are several major adjustments relating to grant funding, as outlined below: 
 

- McQuade Park Landscape Improvements – The Department of Planning, Industry and 
Environment has granted Council $300K towards lake improvements and associated 
landscape works at McQuade Park. 
 

- Richmond Pool Improvements – As part of the My Community Projects 2019, by the New 
South Wales Department of Premier and Cabinet, Council will install $61K worth of 
accessible tables and additional shade areas at the Richmond Swimming Complex. 

 
- Disaster and Emergency Dashboard – Local Government New South Wales has granted 

Council $30K to develop an Disaster and Emergency Dashboard to provide live updates 
on road conditions, weather warnings and fire incidents etc. on Council’s website. 
 

• Reserve Funded Adjustments 
 
The following adjustments are within internally or externally restricted funds, and consequently have 
nil impact on Council’s overall position: 
 

- Section 64 Plan Reserves – In accordance with the Section 64 Contribution Plan for P:itt 
Town, adopted by Council in November 2015, land was to be acquired and infrastructure 
constructed for the purposes of servicing increased demand resulting from the Pitt Town 
development.  A Works in Kind Agreement was executed in October 2017, requiring the 
developer to deliver part of the stormwater infrastructure. A supplementary agreement 
was executed in April 2019 confirming the amended value based on CPI and the 
completion of works in accordance with the Plan. The contributions to be paid by the 
developer totaled $1.4M, leaving the balance of $1.7M to be paid by Council for the 
$3.1M worth of stormwater assets. This expenditure will continue to be funded from 
future developer contributions. 
 

- Section 7.11 Reserve – An unfavourable variance of $2.8M is as a result of the outcome 
of the Valuer General’s determination on the first land acquisition within the Vineyard 
Precinct. The timing of this application has resulted from the successful hardship 
application from the property owner. The Valuer General valuation of this property differs 
to the Department of Planning estimate used for the development of the initial Section 
7.11 Plan and the findings of the assessment of the Plan from the Independent Pricing 
and Remuneration Tribunal, being $1.1M. 
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- Planning Proposals Reserve – The favourable variance of $56K has resulted from the 
receipt of  an unanticipated Major Planning Proposal during the period. 

 
- Construction Engineering Reserve – The unfavourable variance of $111K is due: to the  

development application for the 273 lot subdivision in Redbank that was anticipated to 
have commenced currently being considered in the Land and Environment Court; and six 
development applications for Vineyard that were anticipated to have commenced but are 
unable to be determined due to the Section 94 contributions plan not being approved. 

 
- Legal Reserve – Due to a number of significant planning matters currently being 

appealed to the Land and Environment Court, an unfavourable variance of $100K has 
been included in this Quarterly Budget Review Statement. Due to the difficulties in 
predicting the outcome, timing and cost of cases, there is potential for this budget to 
need further adjustment in the March Quarterly Review. 

- Property Reserve – A reduction to this Reserve in the amount of $50K is proposed as 
part of this Quarterly Budget Review Statement in order to cover the costs associated 
with recovering outstanding rent from a tenant that went into liquidation. 
 

- Mutli-year Reserve – Council sold Southern Phone shares, as part of an acquisition of 
Southern Phone. The value of the shares when sold amounted to $786K.  This amount 
has been restricted in a reserve, in order to facilitate determination of the optimal use of 
this income as part of the 2020/2021 Operational Plan process.  
 

- Ferry Replacement Reserve – The Original Budget reflected contributions to be paid by 
both Councils and held in this Reserve. The Hills Council have advised that the 
contribution to be paid towards the ferry replacement will be managed by The Hills 
Council directly. Therefore, a reduction of $104K is included in this Quarterly Budget 
Review Statement. 
 

- Workers Compensation Reserve – As outlined earlier in this report, an amount of $74K is 
proposed to be used to offset part of the increase required to cover the cost of Workers 
Compensation currently being experienced by Council.  

 
- Information Technology Reserve – The current communication system was installed 

under a lease agreement. At the point this lease was due for renewal, it was determined 
that it would be more cost effective to purchase the system outright, with a calculated 
saving of $25K to be achieved.  In order to purchase the system and obtain this saving 
over the five year life of this system, a budgetary adjustment of $195K is required in the 
Quarterly Budget Review Statement. The Information Technology Reserve will be repaid 
over the course of the five years, as the lease payments are included in the Long Term 
Financial Plan, which will no longer be required.  

 
- Domestic Waste Management Reserve – At the time of developing the Original Budget, 

the Recycling Collection contract was due to expire effective 1 July 2019. Due to the 
imminent contract expiry and the potential impacts of changes to the recycling market a 
15% increase was factored in the budget. As resolved at the Extraordinary Council 
Meeting on 12 June 2019, Council extended the current contract for 12 months, prior to 
going to tender. The overall increase of the recycling contract is less than projected, 
resulting in a $100K favourable variance, which is included in this Quarterly Budget 
Review Statement. 

 
- Sullage Reserve – Commercial Sullage income is based on volume collected. Reduced 

income of $56K likely to be due to water restrictions impacting volumes. 
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- Waste Management Facility Reserve – In order to prevent contamination, in particular 
from asbestos, material is now mulched and transferred to an offsite facility, costing 
$114K. As a result of a review undertaken, $100K is proposed as part of this Quarterly 
Budget Review Statement to upgrade lunchroom and bathroom amenities at the Waste 
Management Facility, to an adequate standard. 

 
- Sewer Reserve – Increase of $150K required as the prices tendered for the upgrade of 

two pump stations were higher than projected, estimates were based on 2018 tender 
prices indexed to 2019. An additional $45K is also required for the replacement of a 
wastewater pump at the South Windsor Sewer Treatment Plant. 
 

Contingency Reserve 
 
Council established a Contingency Reserve for the purpose of building up funding that could be 
accessed should a Budget Deficit arise due to unfavourable unforeseen circumstances.  Over the 
years Council was able to set funds aside through favourable Budget variations.  
 
As detailed in this report, external factors outside Council’s control have resulted in proposed 
unfavourable budget variations not being able to be completely offset by favourable budget variations, 
resulting in a budgeted overall Deficit position. 
It is proposed to use the Contingency Reserve, in line with the purpose it was intended for, and fund 
the projected budgeted Deficit overall accordingly. This will result in an overall balanced budget 
position to be maintained. 
 
The Quarterly Budget Review Statement includes a number of minor adjustments and reallocation of 
funds that have not been detailed above. Further details can be found in the attachment to this report. 
 
 
The Quarterly Budget Review Statement includes a number of minor adjustments and reallocation of 
funds that have not been detailed above. Further details can be found in the attachment to this report. 
 
Performance against Financial Sustainability Benchmarks 
 
The Office of Local Government developed Financial Sustainability ratios, benchmarks and a 
timeframe to be met in order to be termed “Fit for the Future”. Council developed a Long Term 
Financial Plan to achieve financial sustainability, which was adopted by Council on 28 November 
2018. The Long Term Financial Plan incorporates strategies to meet these benchmarks, as required 
by the Office of Local Government by 30 June 2021. 
 
The table below provides an update of Council’s performance against the Financial Sustainability 
Benchmarks, as determined as part of the Fit for the Future Framework. 
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Table 1 
 

Financial Sustainability Ratio Benchmark Original 
Budget 

2019/2020 

Amended 
Budget 2019/2020 

After Sep Quarterly 
Budget Review 

Statement 

Proposed Budget 
2019/2020 After 
Dec Quarterly 

Budget Review 
Statement 

Operating Performance  >/= 0 -0.004 -0.128 -0.133 
Own Source Revenue  > 60% 84.0% 81.9% 81.5% 
Asset Renewal  > 100% 118.5% 181.5% 179.6% 
Infrastructure Backlog  < 2% 1.4% 0% 0% 
Asset Maintenance  > 100% 85.3% 99.0% 100.7% 
Debt Service 0%-20% 4.7% 4.8% 4.8% 
Real Operating Expenditure per Capita  Decrease Decrease Increase Increase 
 
As shown in table above, the proposed amendments included in the Quarterly Budget Review 
Statement will result in changes to the projected Financial Sustainability Ratios: 
 

a) The Operating Performance Ratio deteriorates to -0.133 due to a decrease in 
projected operating income and increased expenditure since the adoption of the 
2019/2020 Original Budget.  The majority of the impact is attributable to the 
aforementioned external economic factors. 

 
b) Asset Maintenance Ratio improves due to an increase in asset maintenance since 

the adoption of the 2019/2020 Original Budget, and now meets the benchmark. 
 
Conclusion 
 
The unfavourable Budget variations are in excess of proposed favourable variations. The Quarterly 
Budget Review Statement - December 2019 therefore includes a number of variations that result in an 
overall Deficit budgeted position.  It is proposed that the Deficit will be funded through the 
Contingency Reserve, resulting in an overall balanced budget being maintained.  
 
In the opinion of the Responsible Accounting Officer, Council maintains a satisfactory short term 
financial position for Council. The Responsible Accounting Officer Statement is included in within this 
Quarterly Budget Review Statement attachment. 
 
While the short term financial position for Council at this stage is likely to remain satisfactory, this 
could be at risk if the external factors outlined above deteriorate further; and as a result of the yet to 
be determined impact of the recent bush fires. It is anticipated that a greater understanding of these 
impacts will be held and conveyed as part of the March Quarterly Budget Review Statement. 
 
Branch Managers monitor operational income and expenditure on a monthly basis and variations 
exceeding established thresholds need to be justified.  Capital expenditure is reported to the 
Executive Management Team on a monthly basis to ensure that expenditure remains within budget 
estimates and that the capital works program for 2019/2020 is delivered within the stipulated 
timeframe.    
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Statement by the Responsible Accounting Officer 
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Income and Expenses Budget Review Statement by Report Code 
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Income and Expenses Budget Review Statement by CSP Theme 
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Capital Budget Review Statement 
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Cash and Investments Budget Review Statement 
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Key Performance Indicators Budget Review Statement 
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Contracts Budget Review Statement 
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Consultancy and Legal Expenses Budget Review Statement 
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