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Financial Summary 
For the period 1 July 2020 to 30 September 2020 

OPERATING EXPENDITURE 

YTD Actual 

Operating result for the period ended 30 September 2020 is a surplus of $1.3M. This is a $3.6M (155%) favourable 
result compared to the budgeted operating deficit of $2.3M. 

The favourable operating result is represented by: 

Income: Favourable variance to budget of $1.2M – largely due to capital grants received early or that were not 
previously expected (↑$1.5M) 

Expense: Favourable variance to budget of $2.4M – largely due to timing of materials and consumables (↓$2M) and 
other expenses ($0.3M) across a number of areas 

For further detail on variances, see the Income Statement – Variances section. 

Forecast 

The original budgeted operating result for the full year ended 30 June 2021 was a surplus of $6.5M. Projects carried 
forward from or back to 2019/20 after adoption of the original budget have resulted in a decrease in revenue of 
$0.1M and an increase in expenses of $0.7M. These carry forwards are only a change in timing, and not a change in 
the overall projects themselves. After adjusting for the timing of the projects carried forward, the budgeted 
operating result for the full year ended 30 June 2021 is a surplus of $5.7M. The forecast operating result for the full 
year ended 30 June 2021 is a surplus of $11.3M. This represents an increase in the operating surplus for 2020/21, 
not related to timing, of $5.6M. 

The favourable change in forecast is represented by: 

Income: Favourable increase in income of $5.6M – due to new capital grants expected 

CAPITAL WORKS 

YTD Actual 

Capital works expenditure for the period ended 30 September 2020 is $5.3M, this is $2.8M behind the YTD budget of 
$8.1M. For further detail on variances, see the Capital Works Statement. 

Forecast 

The original budgeted capital works program for 2020/21 was $39.6M. An additional $2.8M of capital works was 
carried forward from 2019/20 after adoption of the original budget. As of 30 September, none of these works have 
yet been carried forward to 2021/22 or future budgets. The carry forwards are only a change in timing, and not a 
change in the planned works. After adjusting for the timing of projects carried forward, the budgeted capital works 
to be completed in 2020/21 is $42.4M. The forecast capital works for the full year ended 30 June 2020 is $47.6M. 
This represents that there was no change in capital works planned for 2020/21 that is not related to timing of 
projects. This represents an increase in the planned capital works for 2020/21, not related to timing, of $5.2M due to 
adding in the new grant funded projects. 

CASH POSITION 

As at 30 September, the cash and investments balance was $34.9M. 
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Operating cash flows for the period ended 30 September was a negative result of $0.4M and total cash flow for the 
period was a positive result of $0.8M. 

Operating cash flows are forecast to be a positive result of $23M for the full year ended 30 June 2021 and total cash 
flow forecast to be a negative result of $6.8M as a result of the large capital works plan for the year. 

Long-Term Financial Plan 

The Long-Term Financial Plan has been updated to reflect carry forwards from 2019/20 and the current forecast for 
2020/21. There have been minimal changes as a result and they largely represent a strengthening of the long-term 
financial plan compared to the original budget, with the exception of the underlying result for 2020/21 decreasing 
due to projects carried forward from 2019/20. See further details in the Long-Term Financial Plan analysis section. 
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Financial Statements 
Income Statement for the period 1 July 2020 to 30 September 2020. 
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Income Statement – Variances 
(Variances greater than $100,000 and 5%) 

YTD Actual to YTD Budget Variances 

1. Favourable – Grants – operating $139K: Due to receiving $156K for a Storm Event in January 2019 that was 
not previously budgeted for. 

2. Favourable – Grants – capital $1.5M: Due to receiving a grant for $904K for the Foster Indoor Stadium 
Redevelopment project that was not previously expected in addition to $480K received for Great Southern 
Rail Trail that was expected later in the year.  

3. Unfavourable – Contributions – monetary ($217K): Due to $335K local contributions for the Mirboo North 
Pool project expected in September, but not received until early October. This is offset by open space 
contributions being significantly above budget by $92K. 

4. Unfavourable – Other income ($193K): Due to Rates and Charges legal fees reimbursed (↓$164K) not 
received. This is consistent with no legal fees for Rates and Charges in materials and consumables. 

5. Favourable – Materials and consumables $2M: Due to timing of expenses across a number of areas, most 
notably COVID-19 Costs (↓$404K partially due to $256K being recorded in other expenses), Resheets 
(↓$281K due to being behind schedule), Community Strengthening Coordination (↓$256K due to no activity 
so far in the year due to COVID-19) and Rates and Charges (↓$183K due to no legal fees, consistent with 
lower other income). 

6. Favourable – Depreciation $231K: Due to fewer IT capital additions than expected in the prior year. 
7. Favourable – Other expenses $268K: Due to timing of expenses across a number of areas, including Rates 

and Charges (↓$111K in fees and charges needing profiling), Grants (↓$210K due to grants needing 
profiling) and Recreation Facilities (↓$80K due to the Rail Trail maintenance grant not yet being paid). 

Full Year Forecast to Full Year Adjusted Original 2020/21 Budget Variances (Variances not related to carry 
forwards): 

In the Income Statement, carry forwards represents income and expenses related to grant-funded projects (or other 
projects as approved by the respective director) which are not received or spent in the same financial year as 
originally budgeted. The carry forwards (back to) 2019/20 relate to projects which were previously forecast to be 
completed in 2019/20 and therefore not included in the 2020/21 original budget. The list of carry forwards from 
2019/20 was reviewed and approved by the executive team prior to being recognised in August. Through-out the 
rest of the year any future carry forwards to be included in the 2021/22 original budget are updated as are other 
monthly forecast changes. 

As these carry forwards are only timing differences and not overall changes in the budget, these have been added to 
the original budget to calculate an adjusted budget for 2020/21. Only variances between the forecast and this 
adjusted budget that are not due to timing will be identified and explained. 

8. Favourable – Grants – capital $5.6M: Due largely to new grants for the Foster Indoor Stadium 
Redevelopment project ($2M) and for the August 2019 Flood Event ($3.4M). 

9. Unfavourable – Other income ($105K): Due to reducing the forecast for revenue from Coal Creek due to the 
current closure (↓$68K) as well as reducing the forecast for property rental income (↓$30K) both as a result 
of COVID-19. 
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Balance Sheet as at 30 September 2020 
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Year over Year Variances 

1. Favourable – Cash and cash equivalents $921K: Higher cash inflows compared to same period in 2019-20. 
2. Favourable – Other financial assets $4M: Due to investment of unneeded cash through-out the year. 
3. Favourable – Investments in associates and joint ventures $183K: Due to recognizing Council’s portion of 

West Gippsland Regional Library’s income for the year-ended 30 June 2020. 
4. Favourable – Current Interest-bearing loans and borrowings $3.4M: Due to the interest-only loan maturing 

and being paid back in November 2019. 
5. Unfavourable – Non-Current Provisions ($819K): Increase in non-current provision is largely due to a 

reclassification between current and non-current long service leave provision at 30 June 2020. Overall both 
current and non-current provisions have increased as a result of more leave being accrued than taken. 

6. Unfavourable – Non-Current Interest-bearing loans and borrowings ($2.6M): Due to the construction 
drawings on the loan for the Mirboo North Pool. 

7. Unfavourable – Other Reserves ($4.7M): Largely due to transferring Loan Reserve of $3.4M to accumulated 
surplus to pay the loan that matured in November 2019. In addition, the General Reserve was been reduced 
by $1.9M in June 2020 to help fund the upcoming capital expenditures expected in 2020-21. 
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Statement of Cash flows for the period 1 July 2020 to 30 September 2020 
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Full Year Forecast to Full Year Original 2020/21 Budget Variances: 

1. Unfavourable cash flows from Grants – Operating ($549K): Largely due to grants for the 5 July 2016 and 17 
July 2018 storm events being included in the original budget, but actually received early towards the end of 
last year. 

2. Favourable cash flows from Grants – Capital $6M: Due largely to new grants for the Foster Indoor Stadium 
Redevelopment project ($2M) and for the August 2019 Flood Event ($3.4M). 

3. Favourable cash flows from Contributions – monetary $136K: Largely due to carry forwards from 2019-20. 
4. Unfavourable cash flows from other receipts ($104K): Due to reducing the forecast for revenue from Coal 

Creek due to the current closure (↓$68K) as well as reducing the forecast for property rental income 
(↓$30K) both as a result of COVID-19. 

5. Unfavourable cash flows for payments for property, infrastructure, plant & equipment $(7.9M): Largely 
due to capital works carried forward from 2019-20 of $2.7M and new grant funded projects for $4.9M. 

6. Favourable cash flows from proceeds from sale of property, infrastructure, plant & equipment $286K: 
Largely due to carrying forward sales of various plant and fleet vehicles from 2019-20. 

7. Favourable cash flows from payments for/from Other Financial Assets $9M: Due to additional payments 
from Other Financial Assets expected to fund the capital works program for 2020-21. 

8. Unfavourable cash flows from proceeds from borrowings ($812K): Due to the original budget including the 
full drawdown of the construction loan for the Mirboo North Pool, however $812K was received in 2019-20. 

9. Favourable cash flows for repayment of borrowings $169K: Due to the original budget projecting 
repayments starting 1 July 2020, and has since been updated to 1 January 2021. 

10. Unfavourable Cash and cash equivalents at the beginning of the financial year ($12.8M): The original 
budget assumed cash and cash equivalents at the beginning of the financial year of $20.6M. The actual 
beginning cash and cash equivalents was $7.8M as a result of purchasing additional term-deposit 
investments.  
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Capital Works 
Capital Works Statement for the period 1 July 2020 to 30 September 2020 

 

Capital Works Statement – Variances 
YTD Actual to YTD Budget Variances 

1. Under budget – Buildings ($1.3M): Due to Community Hub – Korumburra (↓$1.2M) behind schedule. 
Reprofiling to be performed when tender awarded. 

2. Under budget – Plant, machinery and equipment ($578K): Due to profiling throughout the year being 
required, this has been done and will be reflected in the next report. 

3. Under budget – Computers and telecommunications ($206K):  Due to slower purchases than expected due 
to COVID-19. 

4. Under budget – Roads ($195K):  Due to reseal preparation ($↓201K) behind budget. Program to begin in 
October and will align with the budget in the coming months. 

5. Over budget – Bridges $387K: Due to Timms Road bridge project ($389K) being completed in September but 
was not projected until later in the year. 

6. Under budget – Major culverts ($156K): Due to profiling required. Project will start in the summer months. 
7. Under budget – Footpaths and cycleways ($120K): Due to Jumbunna Road, Korumburra (↓$102K) being 

behind schedule due to wet weather delays. 
8. Under budget – Other infrastructure ($671K): Due to a number of projects including Venus Bay Activity 

Centre (↓$156K delay due to cultural heritage study and additional community consultation), Yanakie 
Caravan Park (↓$129K due to project not yet commencing), Business Precinct Project – Bair Street (↓$122K 
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due to electrical works being delayed) and Mirboo North Pool Refurbishment (↓$106K due to works so far 
being less than anticipated). 

 

Full Year Forecast to Full Year Adjusted Original 2020/21 Budget Variances (Variances not related to carry 
forwards): 

9. Increase – Buildings $1.5M: Due to grants being awarded for the Foster Indoor Stadium redevelopment 
project. This project was originally scheduled for 2025/26. 

10. Increase – Roads $3.6M: Largely due to capital works required for the August 2019 Flood Events and is grant 
funded ($3.4M). 

Cash and Investments  

 

Average current interest rate on the term-deposits held is 1.33%. 

. 

Due to decreasing interest rates through-out the financial year. 
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Annual Year to Date Financial Analysis 
This section analyses the implications of the year to date performance and the projected outcome for the financial 
year. 

Operating Performance 
The operating result is a $1.3M surplus for the period July 2020 to September 2020. This is a favourable variation of 
$1.7M compared to the projected budget deficit of $0.4M for the period July 2019 to May 2020. Further detail can 
be found on the Income Statement for the period ended 30th September 2020. 

 

Capital Performance 
The capital expenditure is $5.3M for the period July 2020 to September 2020. This is $2.2M behind the projected 
budget of $7.5M for the period July 2020 to September 2020. Further detail can be found on the Statement of 
Capital Works for the period ended 31st May 2020. 
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Rate Debtors 
The outstanding rates balance as at September 2020 is $39.7M. 

The outstanding rates balance as at September 2019 was $40.0M 

The outstanding rates balance has decreased $0.3M (1%) from the same period last year. 

 

 

Other Sundry Debtors 
The outstanding other sundry debtors balance as at September 2020 is $2.1M. 

The outstanding other sundry debtors balance as at September 2019 was $1.3M. 

The outstanding other sundry debtors balance has increased $0.8M (62%) from the same period last year due to one 
invoice owing Department of Transport for the Blackspot program claim for $0.9M. 
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Approximately 51% of other sundry debtors outstanding are current. One invoice to Vic Roads for $600K for a grant 
instalment is the reason for the significant amount outstanding greater than 151 Days Past Due. Former Caravan 
Park permit holders make up a large proportion of the remaining outstanding balances greater than 151 Days Past 
Due, these balances have been allowed for in the provision for doubtful debts. 

 

Long Term Financial Plan Analysis 
This section benchmarks and strategically analyses the financial impact of the year’s forecast financial results against 
the adopted Annual Budget, Long Term Financial Plan and the Long-Term Financial Strategies key performance 
indicators. 

The Long-Term Financial Plan analysis report compares the current 2020/21 Budget and Long-Term Financial Plan 
forecasts to the original plan. The Annual Budget and Long-Term Financial Plan were adopted for 2019/20 on 24 June 
2020. 

The lines in the following graphs are as follows: 

• Original Plan – Blue Line – Original 2020/21 Budget and Long-Term Financial Plan 
• Current Plan – Red Line – Forecast 2020/21 and Long-Term Financial Plan 

Operating Result (including gain/loss on asset disposals) 
The projected operating results in the forward budget are overall in line with the adopted 2020/21 budget. The 
projected increase for the 2020/21 financial year is due to new capital grants funding expected of approximately 
$5.6M. 
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Operating Result before Capital Funding 
The operating result before capital funding is sometimes referred to as the underlying financial result. Capital grants 
and contributions that artificially improve the operating result are removed to disclose the true underlying financial 
result. 

The underlying result shows more clearly the income sources relative to the expenses for Council’s recurrent 
operating activities. The current plan’s underlying result projection largely maintains parity with the original plan.  

 

Capital Expenditure 
The current year’s capital expenditure is projected to be $7.9M more than the original plan largely due to capital 
works carried forward from 2019-20 of $2.7M and new grant funded projects for $4.9M. 

 

 

 

 

 

 

 

 

 

 

 

Attachment 4.5.1 Agenda - 28 October 2020

South Gippsland Shire Council Meeting No. 450 - 28 October 2020



 

17 
 

Sustainability Index for Capital Assets 
The ‘Sustainability Indicator’ assesses asset renewal and upgrade expenditure spend effort over a period of time.   

The sustainability index for 2020/21 has changed as a result of the capital works carried forward from 2019/20 and 
new capital works planned. Over the remainder of the Long-Term Financial Plan the index has remained consistent 
with the original budget. 

 

Underlying Liquidity  
Underlying liquidity represents cash and investments at a point in time excluding internal reserves. 

Overall the current plan remains in line with the original plan. The slight increase in later years is due to $1.5M of 
planned works in 2025/26 being moved forward to 2020/21. 
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Underlying Working Capital Ratio 
The underlying working capital ratio assesses the relationships between current assets and liabilities in the Balance 
Sheet after excluding cash backed reserves. It is a very important strategic financial indicator. 

Overall the current plan remains in line with the original plan. The slight increase in later years is consistent with the 
increase in underlying liquidity. 

 

Conclusion – Long Term Financial Impact 
Council manages its Long-Term Financial position continuously by reference to a number of strategic financial 
indicators. These indicators form part of Council’s Long-Term Financial Strategies and are listed below. 

The following financial indicators are used as measures for the 2020/21 Annual Budget: 

• Underlying result >0% 
• Underlying working capital ratio >1.25 
• Sustainability Index >95% 
• Indebtedness < 40% 
• Total Debt as a % of Rate revenue <60% 
• Debt servicing costs as a % of Total revenue <5% 

 

The proposed budget graphic below represents the Original adopted budget and the current Projected Actual 
position. There have been minor changes to the LTFP as a result of carry forwards from 2019-20 and forecast 
changes. 

 

 

 

Ratios coloured green denote low risk, yellow medium risk and red indicates either short term/immediate 
sustainability concerns. 

Attachment 4.5.1 Agenda - 28 October 2020

South Gippsland Shire Council Meeting No. 450 - 28 October 2020



 

19 
 

The ‘Underlying Result’ compares recurrent income and recurrent expenditure. The underlying result is forecast to 
be in the yellow zone in 2020/21 largely as a result of having to bring to account $5.4m of Victoria Grants 
Commission allocation for 2020/21 in the prior financial year (2019/20) because it was received in May 2020. The 
dipping of the ratio into the yellow zone does not present any strategic concern. 

The ‘Underlying Working Capital’ assesses Balance Sheet strength and in particular Council’s ability to pay existing 
liabilities.  In the forward plan, the ratio is in the yellow or green zone for all future years. The LTFP has improved 
over the original budget. 

The ‘Sustainability Indicator’ assesses asset renewal and upgrade expenditure spend effort over a period of time as a 
percentage of depreciation expense. In the forward years it remains in the green.  

The three borrowing capacity indicators, ‘Indebtedness’, ‘Total Debt as a percentage of Rate Revenue’ and ‘Debt 
Servicing Costs as a percentage of Total Revenue’ are forecast to be in the green zone for 2019/20 and all the 
forward budgets.  Due to the inherent strength of the Balance Sheet, Council has borrowing capacity in the forward 
years if it wishes to consider funding additional capital upgrade or extension projects.  

The key financial performance indicators in the Long-Term Financial Plan serve as very important lead indicators to 
identify future years’ financial ramifications of decisions that are made in the present period. 

The 2020/21 Proposed Budget / Long Term Financial Plan is financially sustainable.  Council will continue to monitor 
the Long Term Financial Plan in line with the Long Term Financial Strategies on a month by month basis to ensure 
that it remains that way. 
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