
Georges River Council – Finance and Governance Committee -  Monday, 8 February 2021  Page 41 

 

F
IN

0
0

5
-2

1
 

Item: FIN005-21 Quarterly Budget Review for period ended 31 December 2020   

Author: Business Performance Accountant  

Directorate: Business and Corporate Services 

Matter Type: Committee Reports 

  
 
 

RECOMMENDATION: 

(a) That Council receives and notes the contents of this report in relation to the Quarterly 
Budget Review for the period ending 31 December 2020.  

(b) That Council adopt the proposed amendments to the 2020/21 Budget based on the 
revised forecast operational impacts from COVID-19, the ICAC investigation and other 
variations experienced in the first half of the financial year.  

(c) That Council notes there is a substantial decrease in Council’s cash forecast balance 
since the adopted budget. 

(d) That Council notes the forecast operating financial sustainability issues have accelerated 
due to COVID-19 with higher than anticipated costs and reduced income in 2019/20.  

(e) That Council acknowledges the risks associated with not resolving the financial operating 
deficit in meeting its short and long-term commitments.  

 
EXECUTIVE SUMMARY 

1. In accordance with the COVID-19 budget strategy resolved by Council in June 2020, this 
report highlights Council’s half year performance against the 2020/2021 adopted budget 
and presents draft budget variations in consideration of projected financial results.  

 
2. To minimise the bottom-line impact of the proposed unfavourable financial variations of  

COVID-19 and external investigation costs, senior staff have commenced another review 
of the 2020/21 Budget with a view to obtaining further reductions and/or alternate revenue 
and funding sources.  

 
BACKGROUND 

3. Section 203 of the Local Government (General) Regulation 2005 requires that a Quarterly 
Budget Review be considered by Council that shows the projected year end results for 
income and expenditure. The report indicates whether there are any proposed changes to 
the forecast and makes recommendations for variation. In addition, the Quarterly Budget 
Review highlights key financial information for sound decision making, to ensure the 
financial sustainability of Council. 

 
4. Council’s adopted 2020/21 budget did not factor in the projected impacts to income and 

expenditure from the COVID-19 pandemic. The decision to adopt a business as usual 
approach and then adjust the Budget each quarter was based on critical factors being 
unknown, such as the scale of the financial impact, the length of time the Public Health 
Orders would remain in place and any financial support or stimulus packages provided by 
various levels of government.    
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5. This report outlines the proposed budget changes, which include revised forecasts on 
specific services impacted by COVID-19.  

 
QUARTERLY BUDGET REVIEW STATEMENT FOR PERIOD ENDING 31 DECEMBER 2020 

Overview of Proposed Changes 
 
6. The proposed amendments to the 2020/21 Operational Budget result in a new forecast 

operating deficit of $3.2m, which is a $1.3m decline from the previous Quarter 1 (Q1) 
Budget Review.  
 

7. This unfavourable movement in Council’s projected operating deficit is materially due to an 
increase in legal expenditure of $1.3 million. The legal fees increase is a result of the NSW 
Independent Commission Against Corruption (ICAC) investigation into Councillors Badalati 
and Hindi. 
 

8. Including Capital Grants, the total budget surplus has increased from the Q1 Budget 
Review of $10.4m to now $11.1m forecast. This is due to increases in Capital Grants, 
sourced by Council officers for Peakhurst Park, roads and sports field lighting.  

 
9. The proposed amendments to the 2020/21 Capital Budget result in a revised capital 

budget of $56.9m. This is an increase of $2.8m from the Q1 budget review.  An overview 
of the changes includes: 

• Road re-sheeting program ($600,000) 

• Building, Playground and Other Assets Critical Safety Program ($2.1m). 
 
10. Attachment 1 contains detailed information on the proposed changes and quarterly results. 
  
Financial Quarter Performance Overview  

 
11. The overall financial performance to date of Council is showing a surplus of $5.4m and is 

in a favourable position compared to current budget. This is attributable to earlier than 
anticipated land sales totalling $6m in the first half of the financial year (as sales were 
anticipated in the second half of the financial year). Asset revaluations also need to be 
performed so this amount is anticipated to change once these are finalised at year end. 

 
12. Operating income is favourable to budget, due to the performance in the following areas 

(noting that the timing of the receipt of the funds is the main contributing factor):  

• Net Gain on Property Disposals of $6m  

• Operating Grants of $2.1m (RMS/Roads to Recovery Grant; Local Roads and 
Community Infrastructure Program (LRCI) Grant; Library Services Grant)  

 
13. Expenditure is lower than budget by $2.7m. The expenditure levels are expected to 

increase in the second half of the year, as per previous year cycles. 
 
14. Currently the impact of COVID-19 on Council’s operating income is being observed in the 

following areas: 

• Hurstville Aquatic Leisure Centre Income 

• Netstrata Jubilee Stadium  

• Income from Premium Facilities 

• Income from Events 

• Commercial Property Rentals 

• Commercial Car Parking  
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15. Council officers will continue to manage financial operations to mitigate the adverse impact 

of COVID-19, whilst continuing to deliver key services and programs for the community. 
The financial results of Council will be monitored over the coming months, and if major 
changes are required, these will continue to be communicated to Council. 

 
16. The Quarter 2 cash receipts comparison (table 6 of Attachment 1) highlights a 41% 

increase in cash from the same quarter last year. A large component of this increase is 
due to the sale of land.  

 
17. The revised statement of cash flows (table 7 of Attachment 1) is showing a projected 

decrease in cash of $31.4m at year end. This is a reduction of $18.7m since the original 
adopted budget with the main contributing factor being the increase in unpaid rates. Senior 
staff have commenced another review of the 2020/21 Budget with a view to obtaining 
further reductions and/or alternate revenue and funding sources.  

 
Operating Income 
 
18. Operating income for the quarter is above the original budget. This is primarily due to the 

$6m in land sales which have occurred in the December quarter but were scheduled for 
the second half of the year and some grant funding. 

 
19. User fees and charges are currently $400,000 under budget in the following areas: 

• Premium Facilities Events Income down $400,000 

• Children’s Services Income down $300,000 

• Hoardings down $200,000 
 
20. The above amounts are being somewhat offset by better than expected income from Road 

Restorations.  
 
21. Interest income performed below budget by $161,000 and this trend is likely to continue for 

the remainder of the year given the volatility currently seen in the investment markets, 
higher dependency  on  cash reserve utilisation to fund capital infrastructure due to the 
operating deficit and the historically low cash rate. 

 
22. Income from Operating Grants is above budget by $2.1m due to receipt being earlier than 

budgeted, and mainly due to  

• RMS / Roads to Recovery Grant 

• LRCI Grant 

• Library Services Grant  
 

23. The total income reduction being proposed to the revised operating budget is $153,000 
and is materially attributed to a reduction in Jubilee Stadium due to COVID-19 capacity 
restrictions (details of all changes are outlined in Attachment 1, table 2). 

 
Operating Expenditure 
 
24. Operating expenditure for the quarter is trending below the annual budget. Employee costs 

are currently $17,000 above budget, which is a 0% variance and tracking well.  
 
25. Materials and Contracts are under budget by $1.0m, with the majority of savings in 

Contractor and Materials expenditure, and timing of consultancy and waste expenditure. 
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26. Savings have been obtained in other expenses of $1.8m, with savings currently in event 
costs of $200,000; minor building repair and maintenance costs of $200,000 and $500,000 
in Electricity and Street Lighting. 

 
27. A total increase in operating expenditure of $1.2 million is being proposed to the adopted 

budget, with an increase in legal expenditure predicted to occur in response to the ongoing 
NSW Independent Commission Against Corruption investigation into Councillors Badalati 
and Hindi (details are outlined in Attachment 1, table 2).  
 

28. Expenditure on legal fees associated with the Independent Commission Against 
Corruption (ICAC) investigation into Councillors  can now be provided.  
Until early December 2020, the ICAC had directed that strict confidentiality in relation to all 
aspects of the investigation needed to be maintained by the General Manager.   
 

29. Legal fees incurred by Council (unbudgeted) to end Q2, 2020 are as follows: 
 

ICAC investigation Actual Expenditure Forecast 

January 2020 to June 2020 $678,103  

July 2020 to December 2020 $625,058  

January 2021 to June 2021  $600,000 

Total $1,303,161  

 
30. It is recommended that Council adopt the proposed increase in operating expenditure to 

the 2020/21 Budget based on actual and forecast legal expenditure for the ICAC 
investigation and other variations experienced in Q2. 

 
Capital Program and Reserve Forecast Balance 
 
31. The revised cash reserves forecast balance for the end of this financial year is $111.9m, 

which is a $18.7 reduction from the 2020/21 original projected balance.  
 

32. This is largely due to the $10m reduction in forecast developer contribution income 
foreshadowed in Q1 (due to a legislative change allowing delayed payments), deterioration 
of Council’s operating result, delayed payments, drop in income from COVID-19 and the 
increased utilisation of reserves for capital and operational projects.  
 

33. The proposed revised 2020/21 Capital Budget is $56.9m, compared to the original budget 
of $46.4m (details are outlined in Attachment 1, tables 3 and 4).   

 
34. Capital expenditure for Quarter 2 was $6.7m, with material year to date expenditure 

occurring on: 

• Penshurst Park Sporting Hub - Stage 2 ($4.7m) 

• Land Acquisitions ($1.3m) 

• Oatley Park Sporting Amenities ($642,000) 

• Building, Playground and Other Assets Critical Safety Program ($1.2m). 
 
FINANCIAL IMPLICATIONS 

35. Details of the financial impact are outlined in Attachment 1 and the relevant tables.  
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36. The variations to budget highlighted above have resulted in the adopted budgeted 
operating deficit of $3.2m now being forecasted at year end 30 June 2021. The result is 
materially assisted by the receipt of one-off grants and sale of underperforming assets.  
 

37. The proposed new revised 2020/21 Capital Budget is $56.9m. 
 
38. Including capital revenue, the operating surplus of $18.1m has dropped to $11.1m.   
 
39. Based on the cash flow dropping for the quarter and the decline in capital contributions, 

Council must continue to adhere to the principles of sound financial management to 
protect cash for ongoing operations and resolve the operating deficit, as internal reserves 
have declined and are largely committed for future expenditure.  
 

40. With no remediation of Council’s financial position, Council is at high risk of not meeting 
immediate and long-term commitments.  

     
RISK IMPLICATIONS 
 
41. Councillors have been apprised of Council’s poor and deteriorating financial outlook over 

the 10 year period of the Long Term Financial Plan over the past three years. Failure to 
address the unsustainable financial position places Council in contravention of S.8b of the 
Local Government Act 1993 and will compel Council to cut and/or reduce services to ease 
the unfavourable gap between income and expenditure. 

 
42. Council must comply with Section 8B of the Act - Principles of sound financial 

management; and in particular the following sub sections of section 8B: 
“(a)   Council spending should be responsible and sustainable, aligning general revenue 

and expenses… 
 (d) Councils should have regard to achieving intergenerational equity, including ensuring 

the following: 
(i)  policy decisions are made after considering their financial effects on future   

generations, 
(ii)  the current generation funds the cost of its services”. 
 

43. At its July 2020 meeting the ARIC comprehensively reviewed and discussed Council’s 
Budget for 2020/21 and the Long Term Financial Plan projections to 2028-2029.  

 
44. The ARIC expressed concern over the projected operating and cash flow deficits and that 

the estimates indicate that Council will not be financially sustainable and this will expose 
Council to significant risks to service delivery, governance and reputation.  

 
45. The current and continuing economic, financial and social impact of COVID-19 will further 

exacerbate these risks. The ARIC noted that Management has implemented cost saving 
measures and has previously identified services and programs that Council will need to 
reduce or delete in order to correct the financial position of Council. 

 
46. Whilst such measures are important, the ARIC is concerned that they will be inadequate to 

address financial sustainability which may threaten the significant progress achieved since 
merger in harmonising Council’s processes, systems, risk management, governance and 
service delivery.  
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47. In this regard, the ARIC recommended that Council consider measures to immediately 
address the key financial sustainability risk, particularly in regard to increasing revenues to 
secure Council’s immediate and long term future.   

 
 
COMMUNITY ENGAGEMENT 

48. No community consultation is required as a result of this report. 

 
FILE REFERENCE 

20/2156 
 
 

ATTACHMENTS  
Attachment ⇩1  Quarterly Budget Review Report - Q2 31 December 2020 pdf 
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