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Section 1- Financial Performance Statement
For the period 1 July 2021 to 31 March 2022

1.1 Overview
The operating surplus as at 31 March 2022 is favourable to forecast by $2.2M which is largely due to 
grants received for the June 2021 Storm event, which is fully offset by expenditure for this event. Capital 
works expenditure is tracking at $16.15M as compared to the year to date forecast of $21.24M, mainly due 
to timing of plant and machinery purchases and infrastructure works.

1.2 Budget Information
 The Annual Original Budget referred to in the report is the budget adopted by Council at the meeting 

on 23 June 2021
 The Quarter 2 Forecast was endorsed by Council 16 March 2022.
 The Proposed Annual Forecast includes any adjustments identified as at the end of March 2022.

1.3 Proposed Forecast Changes
Proposed operating forecast changes for Quarter 3 mainly relate to:

 Brought forward allocation for Federal Assistance Grants - Victoria Grants Commission $5.5M
 Grant funding (and equal expenditure) for 2021 Storm Event $2.2M
 Deferred (carry forward to 2022/23) expenditure related to Boat ramps $0.2M

Proposed capital forecast changes for Quarter 3 mainly relate to:

 Savings in IT expenditure $0.3M
 Works to be carried forward to 2022/23 for the main office refurbishment $0.6M
 Plant and Fleet budgets to be carried forward to 2022/23 $0.6M
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1.4 Notes to the Financial Performance Statement
A1. Operating Income

The chart below shows the categories of operating income against their respective year to date forecasts.

Income for the period ended 31 March 2022 is favourable against the budget. This is primarily due to the 
following:

 Favourable – Grants - operating $2.3M: Due to receiving grants not budgeted for storm events 
($2.2M). This variance will be resolved upon adoption of the Quarter 3 proposed forecast. Offset by 
costs for storm events with a minimal impact on the net result.

 Unfavourable – Grants – capital ($1.2M): Due to phasing of grant payments too early for Leongatha 
Business Precinct Project ($1.2M) and Flood Event - August 2019 - Capital - AGRN 873 ($3M). The 
payment for Leongatha Business Precinct Project is expected soon as the project is undergoing final 
completion reporting. The Flood Event is also in the claims process. This is offset by $2.9M of 
previously deferred grants revenue recognized as milestones have been met through-out the year.

 Unfavourable – Contributions – monetary ($496K): Due to Leongatha developer contributions not 
yet received ($205K) and an adjustment required to remove a duplicate open space contribution 
forecast ($176K)

 Favourable – Contributions – non-monetary $1M: Due to recognition of found infrastructure assets, 
which are not budgeted for due to their nature.

 Favourable – Other income $176K: Due to higher work cover reimbursements than forecast ($128K), 
these are offset by higher work cover claims than forecast.
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A.2 Operating Expenses

The chart below shows the categories of operating expenses against their respective year to date 
forecasts.

Operating expenses for the period ended 31 March 2022 is overall consistent with the forecast. Significant 
variances within operating expenses include:

 Unfavourable – Materials and consumables ($1.6M): Due to costs for Storm Events ($2.2M). The 
storm event variance will be resolved upon adoption of the Quarter 3 proposed forecast. Partially 
offset by an underspend across the rest of the organisation. 

 Favourable – Other expenses $312K: Largely due to incorrect phasing of community grants ($105K) 
and the year-end audit fee ($63K). These will be resolved by the end of the financial year.
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1.5 Capital Works Statement
As at 31 December 2021

Notes to the Capital Works Statement:

B1 Property

 Under budget – Buildings $2.1M: Due to numerous projects behind schedule. Most notable 
variances being the Main Office refurbishment ($874K), Early Years Renewal Program ($718K) and 
Foster – Power Street Depot Building & Yard ($321K).

B2 Plant and equipment

 Under budget – Computers and telecommunications $886K: Due to delayed roll-out of the IT 
strategy.

B3 Infrastructure

 Under budget – Roads $729K: Due to Korumburra Commercial Streetscape ($304K).  Behind 
schedule, works in Little Commercial Street progressing well after delayed start due to material 
supply issues. Carpark works in railway yard are pending issue of a planning permit.  Federal 
Blackspot Program ($369K) behind schedule. The Federal Blackspot Program is at the tender stage.

 Under budget – Major culverts $240K: Due to phasing, works expected to be completed in April 
2022.

 Under budget – Footpaths and cycleways $726K: Due to Footpaths – Extension Program ($310k), 
contract works behind schedule, expect take-up over the coming quarter.  Also, Great Southern Rail 
Trail ($407K), the Leongatha to Korumburra section recently opened, but the bridges remain behind 
schedule in Korumburra to Nyora section.

 Under budget – Other infrastructure $705K: Due to Leongatha & Korumburra Railway Station 
Precincts ($238K).  Contract awarded for Leongatha carpark works following a significant delay 
whilst waiting for funding confirmation through Regional Infrastructure Fund.  Port Welshpool Boat 
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Ramp Car Park Enhancement ($205K) projects behind schedule.  Contract awarded with works to 
start in April 2022. Project will be delayed by material supply issues.

1.6 Treasury
1.5.1 Cash Position
Cash and investment holdings total $43M as of 31 March 2022, no overall change since 30 June 2021 
balance of $43M. Total cash flows for the period ended 31 March 2022 was a negative result of $2.3M.

Total cash and investment holdings are made up of operating cash of $26.73M and restricted cash of 
$16.27M.

Restricted cash includes:

 Carry forward projects $14.93M
 Trust funds and deposits $0.80M
 Reserves $0.54M

The average current interest rate on the term-deposits held is 0.56%.
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1.5.2 Debtors
Rates Debtors

The outstanding rates balance as at 31 March 2022 is $9.0M, compared to $8.9M as at 31 March 2021.

The outstanding rates balance has increased by $0.1M (1.1%) from the same period last year. The slight 
increase is consistent with the increase in rates raised for 2021/22. 

Other Sundry Debtors

The outstanding other sundry debtors balance as at 31 March 2022 is $1.0M, compared to $1.0M as at 31 
March 2021.

The outstanding other sundry debtors balance has remained consistent with the same period last year.

 

Approximately 72% of other sundry debtors outstanding are current or less than 30 Days Past Due. $242K 
of other sundry debtors have been outstanding greater than 151 Days Past Due. Over 70% of the greater 
than 151 Days Past Due relate to Caravan Park permits, other large invoices outstanding include $29K from 
Ausnet Electrical Services relating to the Leongatha Business Precinct Project.  80% of these debts greater 
than 151 Days Past due have already been allowed for in the provision for doubtful debts. 
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Section 2 – Financial Statements
2.1 Balance Sheet as at 31 March 2022
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2.2 Statement of Cash flows for the period 1 July 2020 to 31 March 2022

2.3 Notes to the Financial Statements
Balance Sheet
Council’s net assets are valued at $619M as at the end of March 2022.

Year over Year variances

C1 Current Assets

 Unfavourable – Cash and cash equivalents ($4.3M): Higher net cash outflows compared to same 
period in 2020-21.

 Favourable – Other financial assets $2.5M: Higher amounts invested compared to same period in 
2020-21. Refer to unfavourable Cash and cash equivalents position.

 Favourable – Non-current assets classified as held for sale $149K: Due to recognizing Council’s 
portion of the West Gippsland Regional Library’s income for the year-ended 30 June 2021. The West 
Gippsland Regional Library Corporation is due to be wound-up and assets gifted to My Community 
Library as of 30 June 2022.

C2 Non-Current Assets

 Unfavourable – Intangible asset ($186K): Due to recognizing amortisation for the period since 31 
March 2021.

C3 Current Liabilities 
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 Unfavourable – Trade and other payables ($1.2M): Increase due to increase in creditors control of 
$543K due to timing, as well as $424K in year-end accruals made as of 30 June 2021 to be reversed 
at year-end.

 Favourable – Unearned income $2.4M: Due to previously deferred grants revenue recognized as 
milestones have been met through-out the period since 31 March 2021.

 Favourable – Trust funds and deposits $116K: Due to payment of retention amounts held upon 
completion of jobs during the period since 31 March 2022.

 Unfavourable – Current Provisions ($594K): Both current and non-current provisions have 
increased as a result of more leave being accrued than taken.

C4 Non-Current Liabilities

 Unfavourable – Non-current Interest-bearing loans and borrowings ($378K): Due to $700K 
drawings on the TCV loan for the Korumburra Community Hub.  This is net of payment of the 
Mirboo North Pool loan over the period up to 31 March 2022.

C5 Equity

 Favourable – Accumulated Surplus $12.2M: Due to surplus earned from the period since 31 March 
2022.

 Favourable – Other Reserves $270K: Due to an increase in the Public Open Space reserve 
recognized as of 30 June 2021. 

Cash flow Statement
Forecast variances to budget

D1 Cash flows from operating activities

 Favourable $6.5M: Due to an increase in operating and capital grants of $11.5M. This is offset 
largely by an increase in employee costs of $1.5M and materials and services of $3.3M.

D2 Cash flows from investing activities

 Favourable $17.9M: Due to increasing forecasted redemptions of Other Financial Assets to fund the 
capital asset program by $11.3M, as well as a decrease in the forecasted capital works outlays for 
2021/22 by $6.4M

D3 Cash flows from financing activities:

 Unfavourable ($762K): Due to a delay in the proceeds from borrowings for the Korumburra 
Commercial Streetscape construction drawdown loan, due to carrying forward some of the project 
expenditures to 2022/23.

D4 Cash and cash equivalents at the beginning of the financial year

 Unfavourable ($8.5M): Due to updating the forecast based on the actual cash and cash equivalents 
balance as of 30 June 2021. This was due to not redeeming as much Other Financial Assets as 
originally expected in 2020/21 as cash flows were sufficient to fund operating and capital works.
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Section 3 - 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.

3.1 Operating Performance
The operating result is a $3.6M surplus for the period July 2021 to March 2022. This is a favourable 
variation of $2.2M compared to the forecast deficit of $1.4 for the period July 2021 to March 2022. Further 
detail can be found on the Income Statement for the period ended 31 March 2022.

3.2 Capital Performance
The capital expenditure is $16.2M for the period July 2021 to March 2022. This is $5.1M behind the 
forecast of $21.3M for the period July 2021 to March 2022. Further detail can be found on the Statement of 
Capital Works for the period ended 31 March 2022.
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3.3 Financial Ratios
Operating position

Council proposed forecast result is an $1.5M adjusted underlying deficit for the year ended 30 June 2022. 
This variance is due to carried forward operating expenditure from 2020/21 and timing of the Financial 
Assistance Grants from the Federal Government.

The adjusted underlying result demonstrates Council’s ability to generate a surplus in its ordinary course of 
business, excluding non-recurrent capital grants, non-monetary asset contributions and other contributions 
to fund capital works from its net result. A surplus or increasing surplus suggest an improvement in 
operations. The overall average adjusted underlying surplus is a positive result of 1.0%.

Liquidity 

The Working Capital Ratio, which assesses Council’s ability to meet current commitments, is calculated by 
measuring Council’s current assets as a percentage of current liabilities.

Council’s proposed forecast as of 30 June 2022 has a Working Capital Ratio of 2.36. This is within the 
targeted range above 1.5. The decrease in the forecast compared to previous years is due to a decline in 
cash and cash equivalents and other financial assets (expected to be $34.3M as of 30 June 2022), to fund 
the capital works program.
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Obligations

The Indebtedness Ratio Percentage measures Council’s ability to pay the principal and interest on 
borrowings when they are due from the funds it generates. Own-sourced revenue is used in the calculation, 
not including any grants or contributions. 

Council’s proposed forecast Indebtedness Ratio as of 30 June 2022 is 21%, and is well within the target of 
40% or lower. The increase over the previous years is due to additional construction drawdown facilities 
though TCV during 2021/22.

Asset Renewal

Council aims to ensure that it is able to maintain its infrastructure assets at the expected levels, while at 
the same time continuing to deliver the services needed by the community. The investment in asset 
renewal for the 2021/22 year is forecasted to be $27.8M.

The Capital Replacement Ratio compares the total rate of spending on new infrastructure, property, plant 
and equipment with its depreciation. Ratios of higher than 1:1 indicate that spending is faster than the 
depreciation rate.

Council’s proposed forecast Capital Replacement Ratio of 3.14 for the year ending 30 June 2022, which is 
well above the target of 1.5. 
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