CORPORATE SERVICES ORDINARY COUNCIL MEETING ITEM 4.2
AGENDA -19/02/2013
*REFER DISCLAIMER**

4.2: FINANCIAL ACTIVITY STATEMENT — 31 DECEMBER 2012

Responsible Officer . Executive Director Corporate Services (G Adams)

IN BRIEF

e Statement of Financial Activity reporting on the revenue and expenditure of the City of
Albany for the reporting period ending 31 December 2012.

ITEM 4.2: RESPONSIBLE OFFICER RECOMMENDATION
VOTING REQUIREMENT: SIMPLE MAJORITY

The Financial Activity Statement for the period ending 31 December 2012 be RECEIVED.

BACKGROUND
1. The Statement of Financial Activity for the period ending 31 December 2012 has been
prepared and is attached.

2. In addition to the statutory requirement to provide Council with a Statement of Financial
Activity, the City provides Council with a monthly investment summary to ensure the
performance of the investment portfolio is in accordance with anticipated returns and
complies with the Investment of Surplus Funds Policy.

DISCUSSION

3. In accordance with section 34(1) of the Local Government (Financial Management)
Regulations 1996, the City of Albany is required to prepare each month a Statement of
Financial Activity reporting on the revenue and expenditure of the local authority.

4.  The requirement for local governments to produce a Statement of Financial Activity was
gazetted in March 2005 to provide elected members with a greater insight in relation to the
ongoing financial performance of the local government.

5.  Additionally, each year a local government is to adopt a percentage or value to be used in
Statements of Financial Activity for reporting material variances. Variations in excess of
$50,000 are reported to Council.

“Please note that rounding errors may occur when whole numbers are used, as they are in the
reports that follow. The ‘errors’ may be $1 or $2 when adding sets of nhumbers. This does not
mean that the underlying figures are incorrect.”
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STATUTORY IMPLICATIONS

6.  Section 34 of the Local Government (Financial Management) Regulations 1996 provides:

l. A local government is to prepare each month a statement of financial activity reporting
on the source and application of funds, as set out in the annual budget under regulation
22 (1)(d), for that month in the following detail —
a) annual budget estimates, taking into account any expenditure incurred for an
additional purpose under section 6.8(1)(b) or (c);
b) budget estimates to the end of the month to which the statement relates;
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¢) actual amounts of expenditure, revenue and income to the end of the month to
which the statement relate
d) material variances between the comparable amounts referred to in paragraphs (b)
and (c); and
e) the net current assets at the end of the month to which the statement relates.
Il.  Each statement of financial activity is to be accompanied by documents containing —
a) an explanation of the composition of the net current assets of the month to which
the statement relates, less committed assets and restricted assets;
b) an explanation of each of the material variances referred to in sub regulation
(1)(d); and
¢) such other supporting information as is considered relevant by the local
government.
lll.  The information in a statement of financial activity may be shown —
a) according to nature and type classification;
b) by program; or
¢) by business unit
V. A statement of financial activity, and the accompanying documents referred to in sub
regulation (2), are to be —
(a)presented at an ordinary meeting of the council within 2 months after the end of
the month to which the statement relates; and
(b)recorded in the minutes of the meeting at which it is presented.

FINANCIAL IMPLICATIONS

Expenditure for the period ending 31 December 2012 has been incurred in accordance with the
2012/13 proposed budget parameters. Details of any budget variation in excess of $50,000 (year
to date) follow. There are no other known events which may result in a material non recoverable
financial loss or financial loss arising from an uninsured event.

POLICY IMPLICATIONS

7. The City's 2012/13 Annual Budget provides a set of parameters that guides the City's
financial practices.

8.  The Investment of Surplus Funds Policy stipulates that the status and performance of the
investment portfolio is to be reported monthly to Council.

File Number (Name of Ward) \ FM.FIR.2 - All Wards
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11. FINANCIAL RATIOS - AS AT 30 NOVEMBER 2012

CITY OF ALBANY FINANCIAL RATIOS

30-Jun-11 30-Jun-12 30-Nov-12 Benchmark

Liquidity Ratios
Current Ratio
Untied Cash to trade creditors Ratio’
Financial Position Ratio
Debt Ratio®
Debt Ratios

Debt Service Ratio*

Gross Debt to Revenue Ratio®
Gross Debt to Economically Realisable
Assets®

Coverage Ratio

Rate Coverage Ratio’
Effectiveness Ratio

Outstanding Rates Ratio®

81.3% 193.8% 741.1% >100%
273.6% 418.3% 5916.0% >100%

9.8% 8.9% 7.4% <100%

9.0% 7.2% 0.3% <10%
46.7% 30.2% 35.1% <60%
22.6% 14.1% 11.3% <30%
46.0% 57.3% 70.6% >33%

3.3% 3.0% 29.9% <5%

1. This ratio focuses on the liquidity position of a local government.

2. This ratio provides an indication of whether a local government has sufficient unrestricted cash to

pay its trade creditors.

3. The ratio is a measure of total liabilities to total assets or alternatively the number of times total
liabilities are covered by the total assets of a local government. The lower the ratio of total
liabilities to total assets, the stronger is the financial position of the local government.

4. This ratio measures a local government's ability to service debt (principal and interest) out of its

available operating revenue.

5. This ratio measures a local government's ability to service debt in any given year out of total

revenue.

6. This ratio provides a measure of whether a local government has sufficient realisable assets to

cover its total borrowings.

7. The Coverage Ratio measures the local government’s dependence on rate revenue to fund its
operations. The higher the ratio, the less dependent a local government is on grants and external

sources to fund its operations.

8. The Effectiveness Ratio measures the effectiveness of a local government with the collection of its
rates. This ratio will reduce during the course of the year as rate instalments amounts are paid.
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STATUTORY IMPLICATIONS

12. Section 34 of the Local Government (Financial Management) Regulations 1996 provides:

l. A local government is to prepare each month a statement of financial activity
reporting on the source and application of funds, as set out in the annual budget
under regulation 22 (1)(d), for that month in the following detail —

a) annual budget estimates, taking into account any expenditure incurred for an
additional purpose under section 6.8(1)(b) or (c);
b) budget estimates to the end of the month to which the statement relates;
¢) actual amounts of expenditure, revenue and income to the end of the month to
which the statement relate
d) material variances between the comparable amounts referred to in paragraphs
(b) and (c); and
e) the net current assets at the end of the month to which the statement relates.
Il.  Each statement of financial activity is to be accompanied by documents containing —
a) an explanation of the composition of the net current assets of the month to
which the statement relates, less committed assets and restricted assets;
b) an explanation of each of the material variances referred to in sub regulation
(1)(d); and
c) such other supporting information as is considered relevant by the local
government.
lll.  The information in a statement of financial activity may be shown —
a) according to nature and type classification;
b) by program; or
C) by business unit
V. A statement of financial activity, and the accompanying documents referred to in sub
regulation (2), are to be —
(a)presented at an ordinary meeting of the council within 2 months after the end of
the month to which the statement relates; and
(b)recorded in the minutes of the meeting at which it is presented.
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FINANCIAL IMPLICATIONS Expenditure for the period ending 30 November 2012 has been incurred in
accordance with the 2012/13 proposed budget parameters. Details of any budget variation in excess of $50,000 (year to
date) follow. There are no other known events which may result in a material non recoverable financial loss or financial
loss arising from an uninsured event.

13. VARIANCES TO BUDGET IN EXCESS OF $50,000 - AS AT 30 NOVEMBER 2012

OPERATING REVENUE (EXCLUDING RATES)
OPERATING GRANTS, SUBSIDIES AND CONTRIBUTIONS

Under Variance threshold

FEES AND CHARGES

With the legislated changes to the airport screening process, and increase in
passenger levy, there was some degree of uncertainty about the impact this
would have on airport usage and revenue. The budgeted revenue was set at
the lower end of expectations. This has been exceeded year-to-date.
However, there has been a timing delay in receiving the invoice for the
security screening contract, so the increase in expenses has not been fully
reflected in the Operating Expenses.

Contributions, Donations & Reimbursements

This variance is due to a number of smaller individual variances. Insurance
reimbursements, workers compensation payment reimbursement, and
some smaller sundry grant/sponsorship funding being received.

INTEREST EARNINGS

Interest earnings on rate instalment payments exceed budget, but similar to
last year. Budget estimates for this item are very conservative, due to the
uncertainty during budget preparation regarding the interest rate
chargeable under amended Local Government regulations being proposed
at the time.

OTHER REVENUE

Under Variance threshold

OPERATING EXPENSES
EMPLOYEE COSTS

Under Variance threshold

MATERIAL AND CONTRACTS

Timing in receipt of waste contract invoice, the verge hard waste collection
has just been completed, but not yet invoiced, with an extra 150 ton of
rubbish compared to last year collected. Road and other infrastructure
maintenance under budget year to date, due to wet weather in the first
quarter of the year. Expect this activity to increase over the summer
months. Also a timing delay in the invoicing for airport screening contract.

UTILITY CHARGES

Timing difference in streetlight billing. It is anticipated that over the course
of the year this should be inline with budget.
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INTEREST EXPENSES

Under Variance threshold

INSURANCE EXPENSES

Under Variance threshold

OTHER EXPENDITURE

Under Variance threshold

DEPRECIATION (NON CURRENT ASSETS)
Under Variance threshold

LOSS ON ASSET DISPOSAL

Under Variance threshold

LESS ALLOCATED TO INFRASTRUCTURE
Additional internal resources used for capital works.

CAPITAL REVENUE
NON- OPERATING GRANTS, SUBSIDIES AND CONTR.

Timing issue. As with most capital grants, the funding is not allocated in an
even spread across the year. This variance is in a number of road grants, and
over the year the receipts would be in line with budget.

PROCEEDS FROM DISPOSAL OF ASSETS
Minimal assets sold or replaced year-to-date.
PROCEEDS FROM NEW LOANS

Under Variance threshold

SELF-SUPPORTING LOAN PRINCIPAL
Under Variance threshold

TRANSFER FROM RESERVES (RESTRICTED ASSETS)

Under Variance threshold

CAPITAL EXPENSES
CAPITAL EXPENDITURE
Timing issue. Minimal capital projects commenced so far, many infrastructure
projects are weather dependent. Once dry weather has started, roads and
drainage projects can commence on a bigger scale. Purchase of plant and
equipment also under budget year-to-date ($750 000).

REPAYMENT OF LOANS
Under Variance threshold
TRANSFER TO RESERVES (RESTRICTED ASSETS)

Under Variance threshold

OTHER ITEMS
RATE REVENUE
Under Variance threshold
OPENING FUNDING SURPLUS (DEFICIT)
Under Variance threshold
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POLICY IMPLICATIONS

14. The City’'s 2012/13 Annual Budget provides a set of parameters that guides the City’'s
financial practices.

15. The Investment of Surplus Funds Policy stipulates that the status and performance of the
investment portfolio is to be reported monthly to Council.

File Number (Name of Ward) | FM.FIR.2 - All Wards
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