
NOTICE OF SPECIAL MEETING 

TO: Chairperson: Mr Peter Brass 
Deputy Chairperson Mr Peter Fairlie-Jones 
Members: Mayor Karen Redman 

Councillor Beverley Gidman 
Councillor Paul Koch 

NOTICE is hereby given pursuant to the provision of Section 87 (7) of the Local 
Government Act, 1999, that a Special Audit Committee meeting of the Town of 
Gawler will be held in the Conference Room, Town of Gawler Administration Centre 
43 High Street, Gawler East on Wednesday 28 March 2018 commencing at 7:00pm. 

A copy of the Agenda for the above meeting is supplied as prescribed by Section 87(8) 
of the said Act. 

………………………… 
Paul Horwood 
Manager Finance & Corporate Services 
22 March 2018 



Special Meeting of the Town of Gawler Audit Committee to be held on Wednesday 28 
March 2018 at 7.00pm in the Conference Room, Town of Gawler Administration 
Centre, 43 High Street, Gawler East. 

AGENDA 
1. Statement of Acknowledgement

Chair We would like to acknowledge this land that we meet on today is the
traditional lands for the Kaurna people and that we respect their spiritual
relationship with their country.  We also acknowledge the Kaurna people as the
custodians of the greater Adelaide region and that their cultural and heritage
beliefs are still as important to the living Kaurna people today.

2. Attendance Record
2.1 Roll Call 
2.2 Apologies 
2.3 Motions to Grant Leave of Absence 
2.4 Leave of Absence 
2.5 Non-attendance 

3. Business Page No. 
7.1 2018/19 Draft Budget Update 3 

7.2 2017/18 Rating Review 16 

4. Questions Without Notice

5. Motions Without Notice

6. Confidential Reports Nil 

7. Closure

8. Next Ordinary Meeting  11 April 2018
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REPORTS BY OFFICERS 

Item Number 7.1 
Title 2018/19 DRAFT BUDGET UPDATE 
Date 28 March 2018 
Author(s) Paul Horwood 

Reference CC17/1128; CR18/13168; CR18/15191; CR18/15192; 
CR18/15193; CR18/15300; CR18/15298 

Previous Motion Nil 

Attachment/s Under 
Separate Cover 

1. Draft 2018/19 Statutory Financial Statements
2. Draft 2018/19 Recurrent Budget: Revenue
3. Draft 2018/19 Recurrent Budget: Expenditure
4. Draft 2018/19 Capital Expenditure Bids
5. Draft 2018/19 New Initiative Bids

OFFICER’S RECOMMENDATION 

Item 7.1 – 2018/19 Draft Budget Update (CC17/1128) 

That the Audit Committee recommends to Council that it consider the feedback 
from this Committee regarding the 2018/19 Draft Budget. 

BACKGROUND 

To date, discussions with Elected Members relative to the draft 2018/19 Budget have 
occurred as follows: 

a) Budget Workshop No 1 (19 December 2017) – Financial Overview
b) Budget Workshop No 2 (26 February 2018) – Draft Long Term Financial Plan

Update / Draft 2018-19 Capital and New Initiative Bids
c) Budget Workshop No 3 (15 March 2018) – Draft 2018-19 Recurrent Budget and

further discussion regarding Draft 2018-19 Capital and New Initiative Bids
Update

The purpose of this report is for the Audit Committee to consider the financial elements 
of the draft 2018/19 Budget and provide feedback to Council, in advance of Council’s 
further ongoing budget deliberations. 

COMMENTS/DISCUSSION 

The initial draft 2018/19 budget presented to the Elected Member budget workshop on 
15 March 2018 provided for an operating deficit of $272k and a net capital works 
program of $10.837m (i.e. gross expenditure of $15.396m less external funding / asset 
sales of $4.560m). The operating result was predicated on incorporating New Initiative 
Bids of $940k, which is $440k over the $500k New Initiatives Provision for 2018/19 
contained within the Long Term Financial Plan (LTFP).  
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The Administration advised Elected Members, via a Memo on 9 March 2018 in advance 
of the 15 March 2018 workshop, that Executive staff would review the New Initiative Bids, 
towards being able to present to Elected Members at the workshop a revised (‘above the 
line’) New Initiative Bids list, that would ultimately endeavour to realise an overall small 
operating surplus for 2018/19, in keeping with the LTFP 2018/19 estimate of a $242k 
operating surplus. 

Further to this, the Administration also advised that the Capital Expenditure Bids of 
$15.396m needed to be reduced in the order of $1.5m to ensure sufficient borrowing 
capacity for unforeseen or emergency capital expenditure. 

To this collective end, the suggested alterations to both the Capital Expenditure Bids 
(reduction of $1.417m to $13.979m) and New Initiatives Bids (reduction of $215k to 
$725k) have been disclosed within this report  (refer Tables 1 & 2) – noting that this still 
leaves the New Initiative Bids oversubscribed by $225k when compared to the LTFP 
provision of $500k. 

The updated revised draft budget now incorporated within the draft 2018/19 Statutory 
Financial Statements (refer Attachment 1), the operating revenue (refer Attachment 2) 
and operating expenditure (refer Attachment 3) analysis, provides for an operating 
surplus of $68k, which includes a New Initiative Bids provision of $500k, consistent with 
the LTFP funding estimate. 

It is important that each year’s budget deliberation process is not considered in isolation 
– i.e. longer term impacts and factors should be taken into consideration as part of a long
term financial sustainability ethos.

In this regard, it is important that consideration is given to the next year’s budget forecast 
contained within the draft Long Term Financial Plan, which importantly is developed 
within a longer term framework but also considers funding implications of financing 
capital works programs contained within Council’s 10-year Infrastructure and Asset 
Management Plan. 

To this end, I note that the 2018/19 estimated operating result contained within the draft 
Long Term Financial Plan, which is modelled on various ‘high-level’ revenue and 
expenditure assumptions, currently provides for an operating surplus of $242k. Due to 
recent competing priorities, the Administration has not been in a position to present the 
draft updated Long Term Financial Plan to this meeting – it will now, instead, be tabled, 
in conjunction with the updated Long Term Infrastructure and Asset Management Plan, 
to the normal Audit Committee meeting on 11 April 2018.  

With the longer term view in mind, it is important to note that Council’s finance costs and 
depreciation costs are forecast to further materially increase in the next few years, as a 
direct result of loan borrowings being undertaken to part fund major new/upgraded 
assets either currently being constructed (i.e. the Civic Centre redevelopment) or to be 
constructed (e.g. potential $3.4m investment in Walker Place redevelopment, of which 
$1m funding from the State Government has recently been received). Further to this, 
such assets will invariably also lead to an increase in Council’s recurring maintenance 
costs.  

The Long Term Financial Plan also provides for new depreciation from the 2019/20 
financial year, in the order of $500k p.a., following the construction of the $55m Gawler 
East Link Road. 
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As a direct result of the above, if the 2018/19 budget is ultimately adopted with an 
estimate materially below the current associated 2018/19 LTFP forecast of $242k, then 
Council will be faced with considerable future challenges in maintaining an operating 
surplus for the majority of the life of the Long Term Financial Plan (and, in turn, have 
challenges operating within its Operating ratio policy position of achieving a 0-10% 
operating surplus over any five year rolling period). 

Other factors to be considered, in addition to Long Term Financial Sustainability 
considerations, include the following: 

a) Growth Management – Council is one of the fastest growing Council’s in the
State which presents both future opportunities and challenges (Gawler’s growth
rate has consistently been 2% or above in recent years);

b) State Government Imposed Rate Capping – a key election platform of the
recently elected State Liberal Party has been the introduction of rate capping of
Local Government. Their proposition in this regard is that General rate increases
will be capped to an increase consistent with the Local Government Price Index,
which is currently 2.9% (as at December 2017). The Long Term Financial Plan is
currently modelled on a recurring 3% p.a. increase in General rate revenue from
existing ratepayers (0.1% of General Rate revenue currently translates to
approximately $20k);

c) New Rate Revenue from Growth – Council has continually realised new rate
revenue from development growth in the order of 2% for an extended period.
However, initial early indications (based on known and indicative development
growth this financial year) are that the 2% growth estimate currently provided for
in the 2018/19 budget will not be realised (albeit it is too early to make a definitive
call in this regard). Nonetheless, should the rate revenue growth factor be only,
say, 1%, then Council would forego 1% of General rate revenue (equating to
approximately $200k);

d) Asset Divestment Program – previous recent iterations of the annual budget
and Long Term Financial Plan have been predicated on substantial cash funds
being realised from the sale of property assets deemed surplus to operational
requirements. Indeed, the Federal grant funding application for the Civic Centre
redevelopment, which is currently under construction, was based on Council’s
net contribution to the project being sourced from a combination of recurrent
revenue (i.e. General Rate revenue), the Federal Government grant, and
proceeds from the sale of property assets.

In this regard, the 2017/18 2nd Quarter Budget review recently adopted by Council
(and tabled to the February 2018 Audit Committee meeting) provided for the
deferral of $1.2m from surplus property assets to the 2018/19 financial year.

Ongoing delays in sale proceeds being realised is culminating in additional
finance (interest) costs being incurred (e.g. the increased finance costs incurred
from a one-year delay in the sale of $1.2m assets equates to $45k – based on
current interest rate of 3.75%).

Specific comments to key elements of the draft 2018/19 budget are provided below. 
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Draft 2018/19 Recurrent Budget 

An analysis of the recurrent revenue and expenditure budgets is provided as 
Attachments 2 and 3 to this report. Such analysis includes a comparison of the 2017/18 
Adopted Budget to the 2018/19 Revised Draft Budget (expressed in percentage terms). 
Consistent with other financial reporting to Council, variances between the 2017/18 
Adopted Budget and the 2018/19 Revised Draft Budget that are greater than 5% and 
$5k are shaded in green (favourable variance) or red (unfavourable variance) within the 
Attachments. Further, ‘new’ revenue and expenditure items have been shaded in yellow 
within the Attachments. Explanatory notes, as appropriate, are also provided. 

Recurrent Revenue 

1) Rates - Draft budget provides for total revenue increase of 5% including:
a) 3% increase in General Rate revenue from existing ratepayers
b) 2% ‘new’ General Rate revenue from development growth, noting that

preliminary analysis suggests that this target may possibly not be realised
c) 3.9% increase in revenue from kerbside waste collection/disposal service

(based on draft budget received from NAWMA), including revenue from
‘new’ bins serviced during the year

d) 3% increase in rate rebates (i.e. mandatory and discretionary rebates)
e) 2.6% increase in NRM levy collected on behalf of the State Government
f) No increase in Separate Rate levied on behalf of the Gawler Business

Development Group, based on their recent budget submission received

2) Statutory Charges – Draft budget provides for total revenue increase of 2.6%
including:

a) 4.9% increase in Development Application fees (noting the 2018/19 draft
budget reflects no increase from the 2017/18 forecast)

b) 2.8% increase in parking expiations
c) 2.1% increase in property search fees
d) 0.7% increase in dog registration fees and expiations

3) User Charges – Draft budget provides for total revenue increase of 2.9%
including:

a) 10.9% increase in revenue from the Gawler Aquatic Centre, based on
additional patronage and increased utilisation of programs

b) 3.8% increase in revenue from the Gawler Sport & Community Centre
c) 2.3% increase in Cemetery fees
d) 1.1% increase in lease fees and property rentals
e) 24.8% decrease in revenue from the Visitor Information Centre. Revenue

from accommodation bookings and ticket sales has been decreasing due
to more customers now doing associated business direct with suppliers
on-line (offset by associated expenditure reductions)

f) $10k new revenue relating to indicative membership fees from the
Business Innovation Hub, which will open upon completion of the Civic
Centre redevelopment in early 2019

4) Grants, Subsidies and Contributions– Draft budget provides for total
revenue decrease of 1.8% (when distortion caused by advance 2017/18 Federal
Government grant payment received in June 2017 is removed) including:

a) 8.8% increase in Federal Government Financial Assistance / Local Roads
grant (noting that the draft budget is based on a 2% increase from the
2017/18 forecast)
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b) 27.5% increase in per new allotment developer contributions received
relating to the Gawler East development zone (based on estimated 100
new allotments). This revenue is offset by associated expenditure
contributions accruals to the State Government as part of its return on
investment in bankrolling the Gawler East Link Road construction

c) 5% increase in grants and contributions relating to the Gawler Home
Assist Scheme

d) 26.5% decrease in developer contributions towards Carparking,
stormwater drainage, and footpaths. This revenue will fluctuate
dependent on related level of development activity

e) 52.4% decrease in Federal Government ‘Roads to Recovery’ funding
f) Continuation of $150k Supplementary Local Roads funding (two year

commitment from the Federal Government across the 2017/18 and
2018/19 financial years)

5) Investment Income – Draft budget provides for total revenue decrease of 21.9%
($8k) based on indicative cashflows, noting that the only investment income
source will be via the annual dividend received from the Local Government
Finance Authority (LGFA), nominal interest on Council’s working capital account,
interest payments received on Community Loans, and internal interest
accumulations on various Internal Equity Reserves. Council will continue to rely
on the overdraft facility (Cash Advance Debenture) with the LGFA, consistent
with the sound treasury management principles outlined in Council’s Treasury
Management Policy. This facility can be repaid at any time as cashflow permits,
thereby minimising Council’s net interest costs.

6) Reimbursements – Draft budget provides for total revenue decrease of 46.7%
including:

a) 73% decrease in insurance rebates and claims, due to the Local
Government Workers Compensation Scheme now deducting Council’s
WHS performance rebate directly off the premium invoice, whereas
previously the rebate has been separately paid to Council (i.e.
compensating expenditure reduction)

b) 72% ($31k) decrease in traineeship scheme rebates, based on Council
now only having one trainee on its payroll (previously 3). The two trainees
who commenced their traineeships in February 2016 have since applied
for internal vacant positions and secured permanent full-time employment
with Council

c) 33% decrease in recovery of debt collection fees, due to ongoing effective
debt management techniques applied (offset by associated expenditure
reduction).

7) Other Income – Draft budget provides for total revenue decrease of 53% ($14k)
due to the 2017/18 adopted budget including ‘one-off’ income and reduced
commissions income from the Visitor Information Centre.

8) Net Gain – Joint Ventures (NAWMA) – Draft budget provides for Council’s 9.3%
equity share in NAWMA’s estimated 2018/19 budget surplus of $10k.
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Recurrent Expenditure 
 

1) Employee Costs – Draft budget provides for total expenditure increase of 6.2% 
(or 3.2% if new staffing costs provision of $300k is removed) including: 

a) 5.6% increase in salary and wages costs for existing employees, noting 
that the 2018/19 budget amount provides for 1.18FTE contract staff being 
transitioned from an agency staff arrangement (i.e. offset by reduction in 
associated agency staff costs) and also provides for full-year salaries for 
Civic Centre operations staff who only commenced with Council in 
January 2018 (i.e. only half-year salary provided for in 2017/18) 

b) 28.6% increase in Income Protection insurance costs for staff, based on 
increase in actual insurance rate 

c) 40.3% decrease in Workers Compensation premium expense due to the 
WHS performance rebate previously received separately from the Local 
Government Workers Compensation Scheme now being credited directly 
off the premium invoice payable (i.e. compensating reimbursements 
revenue reduction) 

  
2) Materials, Contracts & Other Expenses  
 
Overall, the draft 2018/19 budget provides for an increase of 2.2%, split between 
recurrent expenditure and ‘one-off’/cyclic expenditure. These separate elements are 
further summarised below. 
 
• Recurrent Expenditure (excluding ‘One-off’ / Cyclic Expenditure) 

 
Draft budget provides for total expenditure increase of 4.0% (or 1.8% when ‘new’ 
costs of $241,500 are excluded) including the following major expenditures: 

a) $2m for Kerbside waste collection/disposal service (being a 4.2% 
increase from 2017/18, which includes costs from new bins serviced 
during the year) which is self-funded from the Waste Management 
Service Charge applied 

b) $703k for water supply and consumption costs, predominantly used in 
the irrigation of Council’s numerous parks, gardens, and sporting ovals 
(being a 10.8% decrease from 2017/18). This estimated decrease has 
been triggered solely because the anticipated large increase in the per 
kilolitre charge for 2017/18 did not eventuate  

c) $589k for computer hardware/software lease/licencing fees (being a 
0.5% increase from 2017/18) 

d) $476k for planned/unplanned buildings maintenance and associated 
operating costs (e.g. repairs, cleaning, security services, and routine 
maintenance) (being a 2.5% increase from 2017/18) 

e) $434k for streetlighting (being a 1.2% decrease from 2017/18) 
f) $424k for employment agency staff (being a 10.8% increase from 

2017/18). A component of this increase is required to address WHS 
requirements at the Sport & Community Centre 

g) $376k for accrued per new allotment payments to the State 
Government relative to the Gawler East Link Road (based on estimated 
number of new allotments to be created in Gawler East) 

h) $361k for payment to the State Government of the NRM levy collected 
on their behalf (being a 2.6% increase from 2017/18) 

i) $348k for various consultancies (being a 4.3% decrease from 2017/18) 
(e.g. HR, IT, Engineering, Heritage, and Town Planning consultants) 
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j) $323k for electricity supply and consumption (being a 1.8% increase from
2017/18)

k) $253k for contracted services relating to the Home Assistance Scheme
(noting the service is cost neutral to Council, excluding in-kind
administrative support provided)

l) $239k for Elected Member allowances (being a 10.4% increase from
2017/18 – noting that Council will revert to 11 Elected Members from
the November 2018 Council election)

The draft budget provides for a continuation of the Sundry Projects Fund of $100k. 
Given Council’s financial position, and longer term financial projections, there is a an 
increasingly mounting case for the Fund to be disbanded on the basis that it is a 
discretionary expenditure item that Council can increasingly ill afford. The Fund is 
primarily used to provide matching contribution funding from Council towards various 
grant funding applications that Council may wish to apply for from time to time as they 
are announced. In this context, it is important to note that grant funding is generally 
only available towards the purchase/construction of new/upgraded assets which, when 
completed, immediately realise new recurring maintenance and depreciation costs. 

Should Council still wish to pursue various grant funding opportunities from time to 
time, an alternative option in this regard would be for an assessment of Council’s 
financial position to be made at such time. For example, if the assessment of the 
financial position of Council at the time was to identify some spare budget capacity 
(e.g. via savings realised within the existing budget), then Council could consider 
applying for grant funds accordingly, whilst at the same time taking into consideration 
any future long term financial implications should the grant funding application be 
successful.    

• ‘One-off’ / Cyclic Expenditure

Draft budget provides for total expenditure decrease of $178k (29.1%) in ‘one-
off’/cyclic expenditure. The draft 2018/19 budget provides for $200k of New
Initiatives (excluding $300k relating to new staffing provision) and $85k for the
2018 periodic Council election to be held.

3) Finance Costs – Draft budget provides for total expenditure increase of 14.2%,
based on future planned increase in debt (primarily due to funding the completion
of the Civic Centre redevelopment in 2018/19) and estimated cashflows. The
draft budget provides for an increase in interest expense incurred on Council’s
overdraft facility with the LGFA (from $300k to estimate of $453k), which is partly
offset by a $39k reduction in interest on Council’s fixed-interest long-term loans.

4) Depreciation – Draft 2018/19 budget provides for total expenditure increase of
7.6% including:

a) 32.2% increase in buildings depreciation, primarily due to new
depreciation costs to be incurred post-completion of the Civic Centre
redevelopment (noting that 2018/19 provides for 4 months depreciation in
this regard based on practical completion of the redevelopment in early
2019)

b) 14.6% increase in equipment depreciation due to depreciation of new
equipment recently purchased or constructed
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c) 3.8% increase in infrastructure depreciation due to new infrastructure
(such as roads, footpaths, kerb & gutter, stormwater drainage, etc.)
acquired from developers as part of new residential land developments

d) 21.6% increase in other depreciation due to depreciation of new assets
recently purchased or constructed (or to be purchased/constructed before
30 June 2018) (e.g. Lions Club shelter, irrigation upgrades, Dog Park,
etc.).

Draft 2018/19 Capital Expenditure 

Details of capital expenditure bids first presented to Council at the budget workshop held 
on 26 February 2018 are provided as Attachment 4. The bids provided for a gross 
capital works program of $15.396m (net result of $10.837m when asset sales ($125k 
relating to fleet) and external grant funding ($4.435m) included). 

However, the Administration reported to Council in advance of the subsequent workshop 
held on 15 March 2018 that, to ensure sufficient future borrowing capacity for unforeseen 
or emergency capital works (whilst still operating within Council’s Net Financial Liabilities 
policy threshold of 100%), then the level of proposed capital works for 2018/19 would 
need to be reduced in the order of $1.5m. 

To this end, Table 1 below outlines suggested amendments to the proposed capital 
works program, towards achieving the $1.5m savings target, that were presented and 
discussed at the 15 March 2018 budget workshop. Depending on Council’s deliberations 
in respect to these matters they could be deferred until the 2019/20 financial year. 

Table 1 – Suggested amendments to 2018/19 Capital Works program 

Bid 
No. 

Description Capital Exp. type $ 

Moved to ‘Below-the-Line’ (i.e. unfunded) 
#465 LED Lighting for Gawler Administration 

Centre 
New/Upgraded Asset 75,000 

#483 Implementation of Town Centre Carparking 
Strategy 

New/Upgraded Asset 100,000 

#398 Construct new Kerb & Gutter, Main North Rd New/Upgraded Asset 200,000 
#480 Landscape Entry Statement (Stage 2) New/Upgraded Asset 300,000 
#456 Outdoor community sporting infrastructure 

(basketball) 
New/Upgraded Asset 15,000 

Sealing Unsealed Urban Roads Program New/Upgraded Asset 137,000 
#494 Dead Man’s Pass carpark upgrade New/Upgraded Asset 160,000 

SUB-TOTAL 987,000 

Adjustments/Part-Reductions 
#442 New Footpaths Program (reduction from 

$350k to $300k 
New/Upgraded Asset 50,000 

LED Digital Community Sign – based on 
matching revenue being realised, e.g. 
advertising. A business model would need to 
be prepared in this regard 

New/Upgraded Asset 150,000 

Shade structure with solar PV and storage 
(Visitor Information Centre carpark) – based 
on matching revenue being received from 
sponsorship, etc. 

New/Upgraded Asset 150,000 

SUB-TOTAL 350,000 

Transfers to Recurrent Budget * 
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#377 Implement Public Reserve Landscaping 
Program (project since deemed not to be of a 
capital nature and funded in recurrent 
budget) 

New/Upgraded Asset 30,000 

#112 Street Lighting Program (since determined 
that this expense cannot be capitalised as 
Council does not own streetlights – funded in 
recurrent budget) 

New/Upgraded Asset 50,000 

SUB-TOTAL 80,000 

GRAND TOTAL 1,417,000 

*Whilst the deletion of these projects will reduce the value of the proposed Capital Works program, given
they have been transferred to the recurrent budget they will not represent an overall expenditure saving.

Not surprisingly, the capital expenditure type to which each of the above bids was 
allocated related to ‘New/Upgraded’ Assets, as such expenditure is more discretionary 
than ‘Replacement/Renewal’ of existing assets and, furthermore, such assets invariably 
culminate in new and additional recurring maintenance costs. 

Draft 2018/19 New Initiatives 

Details of New Initiative bids first presented to Council at the budget workshop held on 
26 February 2018 are provided as Attachment 5. The total net value of the bids is 
$940,162, compared to the draft Budget and LTFP 2018/19 provision of $500,000 – 
consequently resulting in the value of the bids being oversubscribed by $440k. 

Consistent with the Capital Expenditure bids, the Administration reported to Council in 
advance of the subsequent workshop held on 15 March 2018 of potential New Initiative 
Bids amendments and deferrals, towards reducing the value of the bids consistent with 
the budget and LTFP provision. 

To this end, Table 2 below outlines suggested amendments to the proposed New 
Initiative Bids, towards achieving the $500k provision, that were presented and 
discussed at the 15 March 2018 budget workshop. 

Table 2 – Suggested amendments to New Initiative Bids 

Bid 
No. 

Description $ 

#546 Bulk Waste Collection Service - amended based on 
matching revenue being received (e.g. via 
additional General Rates revenue) 

150,000 

#391 Town Centre Mixed Use / Gawler Central 
Development Plan amendment - $25k (50%) 
revenue contribution added, based on discussions 
with Developer 

25,000 

#438 NAIS Recycled Water Opportunity Analysis – bid 
deleted on basis that work would be ‘insourced’ by 
staff 

10,000 

#526 Rural Areas DPA – reduced by $10k to $10k 10,000 
#131 Street tree planting (transferred to recurrent budget) 20,000 

TOTAL 215,000 

Based on the proposed New Initiative Bids amendments above, the total net value of the 
bids would reduce by $215k, from $940k to $725k, noting that this would be still $225k 
above the provision currently provided for in the 2018/19 revised draft budget and LTFP. 
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Statutory Financial Statements 

To assist the Committee in its assessment of the draft 2018/19 Budget, and subsequent 
feedback provided back to Council, the Statutory Financial Statements outline outcomes 
based on the original draft budget (i.e. inclusive of Capital Expenditure bids of 
$15.396m and New Initiative Bids of $940k as initially presented to Council at the 26 
February 2018 budget workshop) and the proposed revised draft budget (i.e. inclusive 
of a reduction of $1.417m in the Capital Expenditure Bids and New Initiative Bids being 
contained at $500k, consistent with the LTFP and original draft budget provision). 

Details of the projected Statutory Financial Statements are provided as Attachment 1. 

1) Statement of Comprehensive Income

2018/19 Original Draft Budget: $392k operating deficit 
2018/19 Revised Draft Budget: $68k operating surplus (incorporating New Initiative Bids 
of $500k) 

The difference between the two outcomes presented is that the original draft budget 
includes $940k of New Initiatives bids (compared to $500k provision within the revised 
draft budget), and that the revised draft budget provides for $20k less finance costs 
(indicatively based on $1.417m reduced capital expenditure and $440k less operating 
expenditure). However, it is important to note that the revised draft budget is based on 
New Initiative Bids of $500k consistent with the LTFP provision – hence, if Council 
ultimately endorsed the updated New Initiative Bids of $725k, then the estimated 
operating result for 2018/19 would be, all else being equal, an operating deficit of $157k. 

The current draft LTFP provides for a 2018/19 operating surplus of $242k, which is 
included as a comparative column in the Statement of Comprehensive Income 
attachment.  

2) Balance Sheet

The difference between the ‘Original’ and ‘Revised’ draft budgets within the Balance 
Sheet is due to the reduced expenditure of $1.877m contained in the ‘Revised’ draft 
budget (which equates to reduced capital expenditure of $1.417m, reduced New 
Initiatives of $440k, and reduced indicative Finance Costs of $20k). This consequently 
culminates in a difference of $1.877m in debt between the two draft budget scenarios. 

In the longer term, the ‘Original’ draft budget would also culminate in increased future 
finance and depreciation costs, the latter due to the additional $1.417m investment in 
New/Upgraded assets. 

In relation to debt, Table 3 below outlines Council’s debt as at 16 March 2018. 
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Table 3 – Loan debt portfolio as at 16 March 2018 

Loan 
No. 

Loan Purpose Loan 
Amount 
($) 

Interest 
Rate 
(%) 

Principal 
Outstanding 
($) 

Annual 
Loan 
Payment 
(Principal 
& 
Interest) 
($) 

Date of 
Final 
Repayment 

89 Karbeethan 
Reserve 
Clubrooms 

145,000 5.65 7,033 14,463 16/6/18 

91 Gawler 
Community 
House 

25,000 5.65 1,212 2,494 16/6/18 

97 Capital Works 
2007/08 

3,000,000 7.88 1,513,699 345,457 15/5/23 

99 Capital Works 
2008/09 

3,000,000 4.99 1,469,740 286,475 16/3/24 

100 Capital Works 
2009/10 

3,000,000 6.80 1,770,901 322,154 15/1/25 

102 Capital Works 
2010/11 

3,000,000 6.85 1,965,279 323,170 15/2/26 

TOTAL Fixed Interest Loans 6,727,864 % of Total Debt = 53% 
96 Cash Advance 

Debenture  
1,687,754 3.75 0 N/A 15/6/22 

101 Cash Advance 
Debenture  

2,000,000 3.75 0 N/A 28/4/25 

103 Cash Advance 
Debenture 
(Gawler 
Bowling Club 
loan) 

100,000 3.75 60,000 N/A 15/9/26 

104/5 Cash Advance 
Debenture  

10,000,000 3.75 5,807,903 N/A 17/10/26 

TOTAL Variable Interest Loans * 5,867,903 % of Total Debt = 47% 
TOTAL 12,595,767 

* Cash Advance Debentures effectively act as a ‘bank overdraft’ facility, and can be drawn down and repaid
at any time as cashflow permits.

3) Cashflow Statement

Whilst the closing cash balance is estimated to remain the same under both the ‘Original’ 
and ‘Revised’ draft budget scenarios, the ‘Original’ draft budget would require additional 
loan borrowings of $1.877m, to fund the additional New Initiatives ($440k), Capital 
Expenditure ($1.417m) and indicative Finance Costs ($20k).  

4) Financial Indicators

The two key financial indicators impacted between the ‘Original’ and ‘Draft’ budget 
scenarios are the Operating Ratio and the Net Financial Liabilities Ratio. 

The outcomes for each of these indicators under each scenario, together with Council’s 
policy position relative to each indicator, is outlined in Table 4 below. 
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Table 4 – Financial Indicators 

Indicator ‘Original’ 
Draft Budget 

‘Revised’ 
Draft 

Budget 

Council Policy 
threshold 

Operating Ratio -1.4% 0.2% 0-10% over any
5 year rolling

period 
Net Financial 
Liabilities Ratio 

95% 88% <100% 

The findings of Table 4, relative to each of the budget scenarios, are stark and telling. 

Firstly, the Operating ratio result for the ‘Original’ draft budget (which represents an 
operating deficit of $392k) would extensively challenge Council’s future capability to 
operate within its policy position of achieving a ratio result of between 0-10% over any 
five year rolling period – noting that the LTFP projects material increases in finance and 
depreciation costs over the next few years. Conversely, the ‘Revised’ draft budget would 
immediately realise a ratio result within Council’s policy threshold, albeit the estimated 
surplus is still less than that currently estimated for 2018/19 within the Long Term 
Financial Plan ($242k). 

Further, the Net Financial Liabilities ratio result for the ‘Original’ draft budget would see 
the ratio increase from 85% as at 30 June 2018 (per the recently adopted 2nd Quarter 
Budget Review) to 95% as at 30 June 2019. When taking into consideration Council’s 
policy (and the widely accepted industry) position of the ratio result not exceeding 100% 
(i.e. where Net Financial Liabilities do not exceed annual operating revenue), this would 
leave only approximately $1.4m of borrowing capacity for emergency or unforeseen 
capital works before the ratio result would be exceeded. In this context, longer term 
impacts also need to be considered. Conversely, the ‘Revised’ draft budget would see 
the ratio increase marginally from 85% to 88%, which is more in keeping with Council’s 
longer term financial projections.  

5) Equity Reserves

The estimated movement in Equity Reserves is unchanged under each of the draft 
budget scenarios. 

COMMUNICATION (INTERNAL TO COUNCIL) 

Executive Management Team 
Team Leader Finance 
Financial Accountant 

CONSULTATION (EXTERNAL TO COUNCIL) 

Community consultation on the 2018/19 Draft Budget / Business Plan will be 
undertaken during 2-25 May 2018. 

The consultation is proposed to include: 
• Advertisement in the 2 May 2018 edition of The Bunyip, advising of the

consultation period and consultation mechanisms
• Regular posts on social media
• Post on ‘Latest News’ on Council website
• ‘Your Voice’ Gawler
• Pull-up banners and A3 posters at key Council sites
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Feedback received during the consultation period will then be considered by Council at 
a Special Council meeting scheduled on 5 June 2018. 

POLICY IMPLICATIONS 

Budget Management Policy 
Treasury Management Policy 
Funding Policy 
Asset Capitalisation Policy 
Depreciation Policy 
Service Range Policy 
Various Service Level Policies 

STATUTORY REQUIREMENTS 

Local Government Act 1999 Section 122 - Annual business plans and budgets and 
Section 123 - Accounts, financial statements and audit 
Local Government (Financial Management) Regulations 2011 

FINANCIAL/BUDGET IMPLICATIONS 

Whilst the financial impact of the draft 2018/19 budget is outlined in the attached 
documents, the key elements are outlined in Table 5 below. 

Table 5 – Key elements of 2018/19 Draft budget 

‘Original’ Draft 
Budget 

‘Revised’ Draft 
Budget 

Note 

Base General Rate 
increase 

3% 3% 

Operating Result – 
Surplus / (Deficit) 

(392k) 68k 

Operating Ratio -1.4% 0.2% Policy position that 
ratio result be 

between 0-10% over 
any 5 year rolling 

period 
Capital Expenditure $15.396m $13.979m 
New Initiatives $940k net $500k 
Net Financial 
Liabilities Ratio 

95% 88% 

Debt $21.792m $19.915m 

COMMUNITY PLAN 

Funding incorporated within the Annual Budget / Business Plan enables Council to 
deliver, facilitate and progress many outcomes contained within the Community 
Plan. 
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REPORTS BY OFFICERS 

Item Number 7.2 
Title 2017/18 RATING REVIEW 
Date 28 March 2018 
Author(s) Paul Horwood, Manager – Finance & Corporate Services 

Reference CC18/628; CR18/14612 

Previous Motion Council, 26/04/2017, Motion No. 2017:04:125  

Attachment/s Under 
Separate Cover 

NIL 

OFFICER’S RECOMMENDATION 

Item 7.2 – 2017/18 Rating Review (CC18/628)

That the Audit Committee recommends to Council that: 
1) The 2017/18 Rating Review report be received
2) Council defer the consideration of a rates reduction for Rural Residential

properties (located within the ‘Rural’ and ‘Rural Living’ planning zones) and
Primary Production properties until after the Rural Areas DPA has been
completed and legislation and processes pertaining to the introduction of
State Government imposed Local Government Rate Capping are known

3) Discretionary Rate Rebates, as currently provided, be maintained for the
2018/19 financial year.

BACKGROUND 

As part of appropriate governance, the Strategic Rating Policy (‘the Policy’) is reviewed 
on an annual basis, so as to ensure that the rating methodology applied by Council 
continues to remain current, fair and equitable. 

The annual review of the Policy was last considered at the 26 April 2017 Council 
meeting, with only two minor amendments made to the Policy at that time (being the 
change of address for ‘over-the-counter’ rates payments to the Gawler Administration 
Centre and reviewing rate rebates on an annual basis (as distinct from specifically 
referencing the rebates review would occur in February each year). 

Given that there were no material alterations proposed to the Policy last year, 
considerable attention at the time moved to comparing the Town of Gawler rating 
structure with similar Councils. Key findings from the investigation undertaken relative 
to General Rate revenue, as reported to the 26 April 2017 meeting, were as follows: 

General Rates: 
a) When all relevant factors are taken into consideration, most notably the

considerable difference in average residential property valuations across
different Councils, General Rates applied by the Town of Gawler for
residential properties are only slightly above the average rates payable but
also slightly below the median rates payable when compared to other similar

Councils;
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b) When all relevant factors are taken into consideration, most notably the 
    considerable difference in median commercial property valuations across 
    different Councils, General Rates applied by the Town of Gawler for      
    commercial properties are below both the average rates and median rates  
    payable when compared to other similar Councils; 
 
c) The innovative tiered rating system applied by Council for all commercial and 
    industrial properties has been widely acknowledged as an appropriate rating 
   mechanism, with some other Councils now looking to implement a similar 
    approach; 
 
d) By comparison with other Councils, each land use sector (e.g. residential, 

commercial, industrial, vacant land, etc.) contributes their appropriate share      
of rate revenue. 

 
Minimum Rate: 
a) $927 applied by Council for 2016/17 is below the metropolitan average of 

$954; 
 

b) 11.6% of properties currently subject to Minimum Rate (maximum allowed is 
    35%); 
 
c) Potential case that Minimum rate should be increased by a higher     
    percentage than overall percentage increase required from existing    
   ratepayers. 

 
Given the accepted strength of the existing policy, and the considerable comparative 
analysis undertaken last year, the primary focus of this current review has been to 
investigate the separate motion below that was passed at the same 26 April 2017 
meeting (noting that a review of the Gawler East Separate Rates introduced from this 
financial year will be presented to the 11 April Audit Committee meeting, the same time 
at which a new Gawler East Development – Infrastructure Funding Policy will be 
presented). 
 

Moved by Cr A Shackley 
Seconded by Cr K Fischer 
Motion No: 2017:04:125 

 
Council advises that it is giving consideration to a rate rebate or similar 
mechanism to reduce the rates for landowners in the Council area who are 
classified as Primary Production and Rural Residential. This issue has been 
raised by some ratepayers on various occasions since Council last considered 
the issue about 10 years ago. Many local councils have different rates in the 
dollar for Primary Production but this category does not cover landowners who 
are classes as Rural Residential (and included for rating purpose as residential 
land use). A rebate system is one way to deal with “Rural Residential” 
properties. 
 
For 2016/17 the following information relates to the relevant land uses. 
Rural Residential properties – 227 properties, average valuation $486,000, 
rates raised $538,000; Primary Production properties – 322 properties, average 
valuation $397,000, rates raised $626,000.Total properties 549. Total rates 
$1.164 million.  
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Almost all are in Hillier, Kudla and foothills. If Council provided a 10% rebate to 
these landowners that would have reduced 2016/17 rates from these 
landowners by up to $116,400. Total Council rates raised in 2016/17 was about 
$20.6 million. 

 
Council could just reduce its rate income by the rebated amount or it could 
maintain the same overall rate income by increasing other rates by about 0.6%. 
That would increase rates for a ratepayer paying $1000 a year by about $6 a 
year and $12 where rates are $2000 a year. A variation from a 10% rebate 
would have a proportional effect. 

 
Council could implement such a change in a single year or over more than one 
year. Rebates are flexible - for example, Council could set the coverage of such 
a rebate to limit it to particular areas such as the Rural and Rural Living Zones, 
or limit the rebate to a maximum amount per property. 

 
CARRIED on the casting vote of the Mayor 
Cr A Shackley called for a Division 
The Mayor declared the vote set aside 
For: Cr D Hughes, Cr A Shackley, Cr P Koch, Cr K Fischer 
Against: Cr M Nicolson, Cr J Vallelonga, Cr R Symes, Deputy Mayor I Tooley 
The Mayor declared the Motion CARRIED on the casting vote of the Mayor 

 
Consequently, the purpose of this report is to provide Council with the findings from the 
investigation undertaken in response to the above resolution and, consistent with the 
Strategic Rating Policy, to review discretionary rate rebates provided.   
 
COMMENTS/DISCUSSION 
 

1) Investigation of 10% Rate reduction to Primary Production / Rural 
Residential properties 

 
Based on 2017/18 financial year rating data, provision of a 10% General rate reduction 
for Primary Production and Rural Living properties would equate to rate revenue 
foregone of $123k ($66k across 321 Primary Production properties and $57k across 232 
Rural Residential properties). 
 
Based on the LGA’s 2017/18 rating survey (to which 62 of 68 Councils responded), Table 
1 below indicates how the rate-in-the-dollar applied for Primary Production properties 
compares to that applied for Residential properties across the State. 
 
Table 1 – Statewide comparison of Residential vs Primary Production Rate-in-$ * 
 

 % of 
Councils 

Residential rate > Primary Production rate 56% 
Residential rate same as Primary Production rate 17% 
Residential rate < Primary Production rate 27% 

*Councils where either no primary production properties exist, or very low number (i.e. less than 
10), excluded (City of Adelaide, Burnside, Holdfast Bay, Norwood/Payneham/St Peters, Prospect, 
Port Adelaide/Enfield, Unley, Walkerville, West Torrens) 
 
In its deliberations as to whether to provide a rate reduction for such properties, 
Council needs to also consider rating principles outlined in Section 150 (General 
Principles) of the Local Government Act 1999 as follows: 
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‘A council should, when making and adopting policies and determinations concerning 
rates under this Act, take into account the following principles:  
 

(a) rates constitute a system of taxation for local government purposes (generally 
based on the value of land);  

 
(b) rating policies should make reasonable provision with respect to strategies to 

provide relief from rates (where appropriate), and any such strategies should 
avoid narrow or unreasonably restrictive criteria and should not require 
ratepayers to meet onerous application requirements;  
 

(c) the council should, in making any decision, take into account the financial effects 
of the decision on future generations’. 

 
In relation to Rural Residential properties, 71% of the properties are located within Kudla, 
Hillier, and Evanston Gardens.  
 
Presumably, any rebate to be provided to Rural Residential properties would be on the 
basis that such properties invariably do not receive the same level of services from 
Council that residential properties in an more urbanised setting receive – e.g. 
streetlighting, sealed roads, footpaths, underground stormwater drainage, close access 
to neighbourhood parks and gardens, etc. 
 
In this context, however, Council also needs to consider that General Rates applied are 
a form of property-based taxation for Local Government and not a ‘fee for service’, albeit 
fairness and equity principles still need to be considered. Further to this, Council also 
needs to consider that the State Valuation Office does take into consideration the non-
provision of various services to Rural Residential properties when determining the 
individual property valuations for rating purposes. 
 
In relation to Primary Production properties, similar to Rural Residential properties, 69% 
of the properties are located within Kudla, Hillier, and Evanston Gardens. 
 
A summary of average rates paid and average property valuations for Rural Residential 
and Primary Production properties, when compared to Residential properties, is outlined 
in Table 2 below. 
 
Table 2 – Comparison of Primary Production / Rural Residential with Residential properties 
 

Land Use Average 
property 

valuation * 

Average 
General 

Rates 
Rural Residential $488,000 $2,450 
Primary Production $422,000 $2,248 
Residential $301,000 $1,529 

*Comparison distorted by the fact that, invariably, Rural Residential and Primary Production 
properties are of a far greater land size than urban Residential properties 
 
On balance, there is no ‘right’ or ‘wrong’ answer in this regard – Council simply needs to 
appropriately weigh up and consider all factors, including fairness and equity principles, 
to determine whether a rate reduction is appropriate. 
 
If a 10% rate reduction was provided to such properties (costed at approximately $123k), 
and funded on a proportional valuation basis from all other properties (i.e. Urban 
Residential, Commercial, Industrial, Vacant Land, and Other land use categories), then 
the average urban residential property, currently valued at $301,000, would pay an 
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additional $11 (or 0.75%) in General Rates (i.e. over and above any other General Rate 
increase applied). Reductions less than 10% would be proportionally affected. 
 
Naturally, if Council elects to provide a rate reduction for Rural Residential and Primary 
Production properties, it could be merely provided by reducing the quantum of General 
Rate revenue (i.e. not funded by a proportional increase in rates for all other properties). 
However, unless Council wishes to make various material expenditure cuts to its budget 
(either by way of reducing its discretionary expenditure (e.g. various contributions and 
donations), reducing various service levels/standards to the community (e.g. Library 
operating hours, maintenance standards of Parks & Gardens, maintenance standards of 
roads, frequency of Public Toilets cleaning, etc. – all of which could have adverse 
consequences), or a combination of both, then the author is of the view that if rate 
reductions are to be provided for Rural Residential and Primary Production properties 
then they should be funded by a proportional increase in rates from all other properties. 
This view is also taken in the context of Council’s current financial position and future 
forward estimates contained within the Long Term Financial Plan. 
 
Other current or emerging factors that should also be considered are the expected 
introduction of Local Government rate capping, following the change in State 
Government as a result of the recent State Government election, and current 
investigations and potential changes relating to the Rural Areas Development Plan 
Amendment. Any potential changes relating to development capacity within the Rural 
Areas is likely to be determined during the 2018/19 financial year, noting that any such 
changes will require Ministerial approval. 
 
With this in mind, it may be appropriate to defer any further consideration of a General 
Rate revenue redistribution pending the outcomes of the Rural Areas Development Plan 
Amendment and also pending advice from the State Government as to legislation and 
processes pertaining to Local Government rate capping. 
 

2) Review of Discretionary Rate Rebates 
 
Pursuant to Division 5 (Rebates of Rates) of the Local Government Act 1999, Council 
must provide certain mandatory rate rebates (Sections 160-165) or can elect to provide 
certain discretionary rate rebates (Section 166). 
 
Given that Council must provide certain mandatory rate rebates (e.g. to churches, 
schools, cemeteries, etc.) they are not considered within this report. 
 
Discretionary rate rebates are currently provided as per Table 3 below: 
 
Table 3 – 2017/18 Discretionary Rate rebates provided 
 

Property 
No. 

Location General 
Rate 
rebate $ 

Notes Motion No. 
(if 
applicable) 

Various Various Commercial 
and Industrial 
properties 

859,570 Rebates provided as 
part of Council’s 
‘tiered’ rating structure 
for Commercial and 
Industrial properties 

As part of 
annual rates 
adoption 

112227 Uniting Church ‘Op 
Shop’, Tod Street, 
Gawler 

219  
 
100% recurrent rebate  

 
 
2012:12:397 

112219 Uniting Church ‘U Care’ 
Office, Tod Street, 
Gawler 

1,238 
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14593 CWA, 29 Tod Street, 
Gawler 

1,105 100% recurrent rebate 2010:01:020 

16998 Gawler Apex Club, 
Gawler River Rd, 
Willaston 

1,000 100% rebate whilst 
Apex Club leases the 
property 

2015:07:293 

88247 Starplex, Alexander 
Ave, Evanston Park 

29,454 Recurrent rebate such 
that the properties are 
rated under the ‘Other’ 
and not ‘Commercial’ 
land use category  

 
 
2013:02:041 122618 Gawler & Barossa 

Jockey Club, Barnet 
Rd, Evanston 

29,407 

 TOTAL 921,993   
 
No rebate applications have been received during the 2017/18 financial year, nor are 
any other rebates proposed by the Administration. 
 
COMMUNICATION (INTERNAL TO COUNCIL) 
 
Executive Management 
Team Leader – Finance 
Financial Accountant 
Rates Officers 
 
CONSULTATION (EXTERNAL TO COUNCIL) 
 
Council’s annual review of its Strategic Rating Policy is subject to community 
consultation as part of the Annual Budget / Business Plan. 
 
However, should Council elect to continue to consider a General Rate reduction for 
Primary Production and Rural Residential properties from the 2018/19 financial year, 
with the funding foregone then recovered via proportionally increased General Rates 
from all other properties, this specific proposal would have to be appropriately 
communicated to ratepayers as part of the 2018/19 Budget / Business Plan consultation. 
 
Community consultation on the 2018/19 Draft Budget / Business Plan will be 
undertaken during 2-25 May 2018. 
 
The consultation is proposed to include: 

• Advertisement in the 2 May 2018 edition of The Bunyip, advising of the 
consultation period and consultation mechanisms 

• Regular posts on social media  
• Post on ‘Latest News’ on Council website 
• ‘Your Voice’ Gawler 
• Pull-up banners and A3 posters at key Council sites 

 
Feedback received during the consultation period will then be considered by Council at 
a Special Council meeting scheduled on 5 June 2018. 
 
 
POLICY IMPLICATIONS 
 
Strategic Rating Policy 
Rate Rebates Policy 
 
STATUTORY REQUIREMENTS 
 
Local Government Act 1999 - Chapter 10 - Rates & Charges  
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FINANCIAL/BUDGET IMPLICATIONS 
 
The amount of Rates and Service Charge revenue required is determined via the 
separate annual budget process. 
 
The Strategic Rating Policy merely indicates as to how the associated revenue 
required is apportioned across the community. 
 
If a General rates reduction is provided to Rural Residential and Primary Production 
properties in the 2018/19 financial year, any impact on the 2018/19 budget will be 
determined based on how the revenue foregone is funded. If the revenue foregone is 
funded from an increase in General Rate revenue from all other properties, reduced 
discretionary expenditure, or a combination of both, then there would be no 
consequential impact on the budget. 
 
However, if the revenue foregone was not offset by such mechanism, then the adverse 
impact on the 2018/19 budget (and future recurrent budgets) would be equivalent to 
the value of the rate reduction provided. 
 
In relation to the provision of annual discretionary rate rebates, the funding of such is 
provided for within the annual budget. 
 
COMMUNITY PLAN 
 
Objective 5.2: Be recognised as a ‘best practice’ Local Government organisation 
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