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9.1  Draft Annual Business Plan 2014-15 community engagement outcomes 
and budget balancing options 

 

This is information seeking a decision. 

 

Director: Steve Mathewson, Director Finance and Commercial  

Report Author: Darren Styler, Manager Finance 

Contact Number: (08) 8384 1580 

Attachments: 1. Community engagement outcomes (21 pages) 

2. Project and Capital Works projects for potential deferral 
(1 page) 

 

 

 

1. Purpose 

This report presents outcomes of the community engagement process for the draft 
Annual Business Plan 2014-15 and seeks confirmation of Councils preferred 
balancing options to achieve a draft Budget 2014-15 for adoption with a balanced 
Funding Statement. 

 

2. Recommendations 

1.  That Council note the community engagement outcomes in relation to the 
draft Annual Business Plan 2014-15 as presented in this report and in 
attachment 1 to the report.  

2. That the draft Annual Business Plan 2014-15 and draft Budget 2014-15 be 
updated to reflect the following items: 

a. reduction in Federal grant income of $994,000 

b. reduction in the Project and Capital Works Roadworks category 
quantum of $994,000 from $13,075,000 to $12,081,000 and subsequent  
amendments to road work project allocations in the draft Project and 
Capital Works Plan 2014-15 as noted is section 6 of this report 

c. allocation of the $1,085,403 of proposed budget amendments, 
reductions in services and deferral of projects (as presented in the 
draft Annual Business Plan 2014-15 for community engagement 
purposes) to relevant areas of the budget with the following 
amendments: 

o [To be inserted at meeting] 
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d. Inclusion of the following additional adjustments 

o  $230,000 increase in electricity costs  

o $120,000 of additional rates growth  

e. The draft budget be balanced through: 

o an increase in the general rate increase of [0.1% plus any other 
adjustments…to be inserted at meeting]%  

OR 

o a $110,000 transfer from Contingency Reserve 

resulting in a balanced Funding Statement with a general rate 
increase of [to be inserted at meeting]%  

3.  That any variation in revenue from rates growth arising before rates 
generation be balanced through a Contingency Reserve transfer for  
2014–15.  

3. Background  

At its Special Council meeting on 18 March 2014 Council approved for inclusion in 
the draft Annual Business Plan 2014-15 (the plan): 
 

 amendments to Project and Capital Works (PCW) quantums and related 
Resource Allocation Strategies (RAS) for 2014-15  

 the draft PCW Plan 2014–15  
 the draft Major Projects Fund (MPF) financial estimates and scheduling 

 
At its Special Council meeting on 27 March 2014 Council approved the draft Funding 
Statement 2014-15 and the draft Operating Budget by Service 2014-15 for inclusion 
in the plan. 
 
At this meeting Council also confirmed their preferred approach was to provide a 
balanced Funding Statement position for finalising the plan including a 5.45% 
general rate increase. 
 
At its meeting on 29 April 2014, having considered the plan for community 
engagement purposes, Council resolved (in part): 
 

That the annual rate rise is set at 4.45% for incorporation in the draft Annual 
Business Plan presented as a balanced funding statement position. 

 
That Council delegate to the Chief Executive Officer to change the draft Annual 
Business Plan to incorporate a reduction of $1M and a balanced budget with a 
rate rise of 4.45%.  
 
That the amended Draft Annual Business Plan come back to a Special Council 
Meeting on Tuesday 6 May, 2014. 
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At its meeting on 6 May 2014, having considered options to achieve a balanced 
Funding Statement with a general rate increase of 4.45%, Council resolved (in 
part): 

 
That Council approve the draft Budget 2014-15 for inclusion in the draft Annual 
Business Plan 2014-15 for community engagement purposes with a general rate 
increase of 4.45% resulting in a balanced Funding Statement based on 
amendments identified in the agenda report and as attachment 1 to the agenda 
report that will be presented in the draft Budget 2014-15 as a single Funding 
Statement reduction figure.  

Consistent with requirements under the  Local Government Act 1999 (the Act) 
Community engagement on the plan commenced on 14 May and closed on 11 June.  

This report presents outcomes of the community engagement process for the plan 
for Council consideration and seeks confirmation of Councils preferred balancing 
options to achieve a draft Budget 2014-15 for adoption with a balanced Funding 
Statement. 

 

4. Financial Implications 

Financial implications are discussed throughout the report. 

 

5. Risk and Opportunity 

 

Risk 

Identify Mitigation 

Lower than required general  
rate increases may  threaten 
council’s financial 
sustainability and 
intergenerational equity 
principles  

 

 

The Long Term Financial Plan (LTFP) and 
resource modelling presented throughout this 
year’s financial planning and budget process 
included a 5.45% general rate increase for 2014-
15 based on the best asset renewal, service levels 
and Strategic/Growth projects information 
available at that time. This resulted in our key 
financial indicator targets and intergenerational 
equity principles being maintained while balanced 
with the need to keep rates affordable for our 
communities. 

The modelling will continue to be developed and 
informed by an improved understanding of Asset 
Management requirements, renewal data, and 
Strategic/Growth project requirements. 

We will progressively review service levels and 
continue to invest in improved asset data and 
systems and look to adopt whole of life asset 
management principles.  
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This combined with continued and appropriate 
use of strategic levers through our financial 
planning processes will further refine our LTFP 
forecasts in future years and inform our funding 
and borrowing requirement. 

Impacts of the currently proposed 4.45% general 
rate increase will also be integrated into future 
LTFP and resource modelling. 

Reductions in grant funding 
for our roads: 

 leads to insufficient 
resources being 
available to meet service 
levels and standards 

 threatens Councils 
financial sustainability 
and intergenerational 
equity principles 

 results in increased 
reputational risk for 
council  

We will progressively review service levels and 
continue to invest in improved asset data and 
systems and look to adopt whole of life asset 
management principles.  

As part of this process during 2014-15 we will 
perform a comprehensive condition assessment of 
our roads. The outcomes of this assessment will 
refine our LTFP forecasts in future years which 
combined with continued and appropriate use of 
strategic levers through our financial planning 
processes will inform our funding and borrowing 
requirement. 

Impacts of the reduction in grant funding and 
resultant proposal to reduce the Roadworks 
category quatum combined with impacts of the 
4.45% proposed general rate increase will also be 
integrated into future LTFP and Resource 
modelling. 

For 2014-15, as in prior years, our Resource 
Allocation Strategies consider risk mitigation as 
part of the scoring criteria of each 
project/programme.   

Failure to adopt the Annual 
Business Plan, budget and 
rate notification in a timely 
manner results in breaches 
of the Local Government Act 
1999 and exposure to 
reputational and financial 
risk. 

The approved financial planning timetable for 
2014-15 meets the timing obligations specified in 
the Local Government Act 1999 with regard to the 
Annual Business Plan, budget and rate notification 
processes and has been designed to ensure 
adoption of these items in a timely manner. 

 

 

 

The relevant merit of each of the balancing options is discussed throughout this 
report. 
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6. Discussion 

At its meeting of 6 May 2014 Council considered budget balancing options to 
achieve a draft Budget 2014-15 with a 4.45% general rate increase (rather than a 
5.45% increase) for inclusion in the draft Annual Business Plan 2014-15 (the plan) 
for community engagement purposes. $1,085,403 of budget balancing options were 
proposed including budget amendments, reductions in services and deferral of 
projects. 

These balancing options were included in the draft Budget 2014-15 as a separate 
$1,085,403 item within the Funding Statement. This amount will need to be 
allocated to relevant areas of the budget following Councils consideration of 
community feedback on the plan.  

Under section 123 of the Act Council must consider any submissions or feedback 
received as part of the community engagement process on the plan prior to 
adoption. Community feedback received through the engagement process is 
included in Attachment 1 to this report 

Identified considerations and impacts  

Since balancing the budget on 6 May 2014 the following matters have arisen for 
consideration in order to maintain a balanced budget for adoption: 

 As announced as part of the 2014-15 Federal Budget, the supplementary roads 
funding of $18 million per annum for South Australia will cease from 2014-15. 
Cessation of this funding results in a reduction in council road funding of 
$994,000 for 2014-15.  

Two additional funding sources were announced in the Federal Budget as 
follows: 

o Bridges Renewal Programme – providing $300 million of funding for the 
repair and replacement of local bridges. 

o Heavy Vehicle Safety and Productivity Programme – providing $200 
million over the next five years for projects such as road enhancements, 
rest areas and technology trials. 

We previously identified the potential to redirect the $1 million of funding for the 
Patapinda Bridge currently in reserves to fund the reduction in supplementary 
road funding and seek to secure funding for the bridge through the Bridges 
Renewal Programme. A redirection of funding in this way would be a one off for 
2014-15 and would represent a pressure again in 2015-16.  

As funding guidelines and eligibility criteria for these programmes have not yet 
been released we cannot confirm the level of funding we could secure under 
these new programmes nor can we confirm whether these programmes provide 
a financially sustainable source of funding for Council. As such we do not 
recommend this approach.  

Instead it is proposed that Council reduce the Project and Capital Works 
Roadworks category quantum by $994,000 to balance the reduction in funding 
and consequently amend road work project allocations in the draft Project and 
Capital Works Plan 2014-15 as follows: 
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 $’000 

Deferral of the reconstruction of Roy Terrace (PID 9929) 300 

Deferral of the reseal project for Roy Terrace (PID 7230) 44 

Deferral of the reconstruction and upgrade of Education 
Road (PID 766) 

450 

Reduction in the reseals program (PID 9795) 200 

 

These projects have been selected on the basis that the priority area for road 
funding is reseal projects which protect the pavement beneath and avoid costs 
associated with more expensive works. These projects principally relate to road 
reconstruction. Where road condition already confirms reconstruction as the 
necessary treatment there is some short term timing flexibility which allows the 
project to be delayed without incurring significant additional cost of the road 
segment lapsing into a more expensive treatment. The project selection also 
limits the impacts to a minimum number of projects. 

 Community feedback received in relation to the $1,085,403 of budget balancing 
options to achieve a 4.45% rather than 5.45% general rate increase is noted in 
Attachment 1 to this report.  

Of the 24 submissions received on the draft plan eight submissions specifically 
address these balancing options.  One submission agreed with all of the 
balancing options with seven submissions requesting that the following projects 
should not be deferred or should continue to be funded:  

 Contributing to the Flagstaff Hill Rotary Art Show ($2,000) – 3 submissions 
 Replacing the existing front door at Port Noarlunga Bowling Club with an 

automatic sliding door ($25,000) – 1 submission 
 Sealing the Bice Oval track and carparking for the football and cricket 

clubs ($112,000) – 1 submission 
 Recognising the significant contribution of volunteers through the annual 

National Volunteer Week celebrations ($24,000) – 1 submission 
 Upgrading lighting at Sellicks Beach in the street bounded by Sellicks 

Beach Road, Norman Victory Parade, Dundee Street and Main South Road 
($48,000) – 1 submission 

 

The funding required to deliver the five projects identified above totals $211,000 
(equivalent to 0.2% general rate increase). 

 Our initial rates growth estimate for the Budget 2014-15 was 1.3% equating to 
approximately $1.4 million in rate revenue. Rates growth includes new 
development (ie subdivision and new rateable properties) and significant 
improvements to existing properties (ie large capital extensions or 
redevelopment). It does not include general valuation increases that normally 
occur across all properties. 

State Valuation Office’s (SVO) revisit program is now substantially complete and 
shows rates growth being $120,000 ahead of initial estimates for 2014-15.  
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Consistent with prior years  should any further variation in revenue from rates 
growth arise prior to rates generation it is proposed it be balanced through the 
Contingency Reserve. 

 As noted as part of Budget Review 3, since creation of the draft Budget 2014-15 
for community engagement purposes we have identified public lighting 
electricity cost pressures of approximately $230,000.  

Budget balancing 

Based on the above there is a resulting budget deficit of $110,000.  

It should be noted that the financial planning and budget process for 2014-15 is 
significantly different from prior years with Council considering budget balancing 
options prior to the draft Annual Business Plan 2014-15 for community engagement 
being approved and seeking to consult with our communities on a balanced Funding 
Statement and general rate increase of 4.45%.  

Based on Council’s prior discussions and decisions relating to balancing the draft 
budget, it is proposed that the budget be balanced through either an increase in the 
general rate increase of 0.1% or a transfer from the Contingency Reserve. 
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The following table provides a summary of the current position: 

  

$’000 

General rates increase  

% 

As per LTFP and Resource Model 5.45 

Budget balancing options 
considered on 6 May 2014: 

  

 Less: cessation of 
mobile library service 

(137) (0.12) 

 Less: increase in 
HACC funding 

(127) (0.12) 

 Less: increase 
community property 
and land sales 

(250) (0.23) 

Subtotal 4.98 

 Less: deferral of 
projects, as listed in 
Attachment 2 to this 
report 

(571) (0.53) 

As per the draft Annual Business Plan 2014-15 
for community engagement 

4.45 

Add: loss of supplementary 
road funding 

994 0.92 

Less: proposed reduction 
in Roadworks category 
quantum 

(994) (0.92) 

Subtotal 4.45 

Less: additional rates 
growth 

(120) (0.11) 

Add: increased electricity 
costs 

230 0.21 

 

Current budget deficit 110 0.1 

 

Resulting general rate increase subject to 
preferred balancing option 

4.55% 
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Next steps 

A Special Council meeting is scheduled for 1 July 2014 for adoption of Annual 
Business Plan, Budget, valuations and declaration of rates. 
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