Shire of Denmark

Special
Council
Meeting

MINUTES

30 July 2019

HELD IN THE COUNCIL CHAMBERS, 953 SOUTH COAST HIGHWAY,
DENMARK ON TUESDAY, 30 JULY 2019.

For the purpose of adopting the 2019/2020 Annual Budget.

Contact Us
953 South Coast Highway, Denmark WA 6333

Correspondence to:
Post Office Box 183, DENMARK WA 6333

Phone: (08) 9848 0300 Email: enquiries@denmark.wa.gov.au
Website: www.denmark.wa.gov.au
Facebook: shireofdenmark



mailto:enquiries@denmark.wa.gov.au
http://www.denmark.wa.gov.au/

Strategic Community Plan (snapshot)

L 5 ! S

S N nag
protect the natura

I :V}l |
NZ. e human
2l 11ral

ren:
and apt to climate




Contents

M oE

3.
4.

5.

6.

DECLARATION OF OPENING/ANNOUNCEMENT OF VISITORS.........cccciiiiieieeiiiieeee e 5
RECORD OF ATTENDANCE/APOLOGIES/LEAVE OF ABSENCE..........ccccviiiiiiiiiiiiiiieicceee e 5
ANNOUNCEMENT BY THE PERSON PRESIDING .....ccooiiiiiiiiiieeeeeeeee e 5
PUBLIC QUESTION TIME .....cciiiiiiiiiii 6
4.1  PUBLIC QUESTIONS . ...ttt e et e e e e e e e e e e e e e e e e ennnr i a e e e eeeas 6
REPORTS OF OFFICERS. ..o 8
5.1 ADOPTION OF 2019/2020 ANNUAL BUDGET .......ccccuiiiiiiiieeiiiiiiiee e 8
CLOSURE OF MEETING ...coitiiiiiiiiiiiiiiiiiiiiit ittt 22



Special Meeting of Council 30 July 2019

DISCLAIMER

These minutes and resolutions are subject to confirmation by Council and therefore prior to relying on
them, one should refer to the subsequent meeting of Council with respect to their accuracy.

No responsibility whatsoever is implied or accepted by the Shire of Denmark for any act, omission or
statement or intimation occurring during Council/Committee meetings or during formal/informal
conversations with staff.

The Shire of Denmark disclaims any liability for any loss whatsoever and howsoever caused arising out
of reliance by any person or legal entity on any such act, omission or statement or intimation occurring
during Council/Committee meetings or discussions. Any person or legal entity who acts or fails to act in
reliance upon any statement does so at that person’s or legal entity’s own risk.

In particular and without derogating in any way from the broad disclaimer above, in any discussion
regarding any planning application or application for a license, any statement or limitation or approval
made by a member or officer of the Shire of Denmark during the course of any meeting is not intended
to be and is not taken as notice of approval from the Shire of Denmark. The Shire of Denmark warns
that anyone who has an application lodged with the Shire of Denmark must obtain and should only rely
on WRITTEN CONFIRMATION of the outcome of the application, and any conditions attaching to the
decision made by the Shire of Denmark in respect of the application.
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1. DECLARATION OF OPENING/ANNOUNCEMENT OF VISITORS
4.00pm — The Shire President, Cr Gearon, declared the meeting open.

Cr Gearon acknowledged the land on which the meeting was being held and the traditional custodians
of the land, the Bibbulman and Minang people.

Cr Gearon stated that she would also like to show her respect for elders past, present and emerging.
2. RECORD OF ATTENDANCE/APOLOGIES/LEAVE OF ABSENCE

MEMBERS:

Cr Ceinwen Gearon (Shire President)
Cr Peter Caron (Deputy Shire President)
Cr Mark Allen

Cr Kingsley Gibson

Cr Jan Lewis

Cr lan Osborne

Cr Roger Seeney

Cr Rob Whooley

STAFF:

Mr Bill Parker (Chief Executive Officer)

Mr Cary Green (Director Corporate and Community Services)

Mr David King (Director Assets and Sustainable Development)

Mr Lee Sounness (Manager Corporate Services)

Ms Noni Entwisle (Assistant Accountant)

Ms Claire Thompson (Executive Assistant & Governance Coordinator)

APOLOGIES:
Cr Janine Phillips

ON LEAVE OF ABSENCE:
Nil

ABSENT:
Nil

VISITORS:
Nil

DECLARATIONS OF INTEREST:

Name Item No Interest Nature
Cr Gearon 5.1 b) & | Financial Cr Gearon’s partner works for the Denmark
5.1¢) Community Resource Centre

3. ANNOUNCEMENT BY THE PERSON PRESIDING
Nil
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4. PUBLIC QUESTION TIME

4.1 PUBLIC QUESTIONS
In accordance with Section 5.24 of the Local Government Act 1995, Council conducts a
public question time to enable members of the public to address Council or ask questions
of Council.

For a Special Meeting of Council, such as this, they must however relate to the item(s)
on the Agenda.

Questions from the public are invited and welcomed at this point of the Agenda.

Should you wish to address Council please note that the Presiding Person (the Shire
President) may have to limit the time of individual speakers in order to allow sufficient time
for all speakers present at the meeting to address Council. The rules of this process and
the time allocated will be determined by the Presiding Person at the Meeting dependent
upon the indicative number of speakers.

Questions from the Public

4.1.1 Mr Ken Richards — Proposed Rate Increase
Mr Richards expressed concern that Rates had increased 16% over four years
and the Council were considering a further 4% increase. Mr Richards asked how
the proposed rise was being justified.

The Shire President said that the Shire had identified that a number of its assets
had not been maintained adequately over a very long period of time. Cr Gearon
advised that the proposed rate increase and been very carefully considered as
to not over burden ratepayers but still allow for the Shire to start addressing
maintenance of its assets.

The Director Corporate and Community Services added that the process had
identified a $23 million asset management gap which needs to be addressed
over the next 10 — 20 years. Mr Green advised that 2% of the increase was due
to inflation and 2% was to start addressing the condition of Shire assets.

Mr Richards asked why ratepayers were being penalised for what appeared to
be poor business management.

The Shire President advised that the Shire now had a comprehensive
understanding of the business, including the current state of its assets. Cr Gearon
acknowledged Mr Richards concerns and advised that it was a matter of the
Council drawing a line in the sand and starting the process of getting the Shire’s
assets into a better condition.

Mr Richards queried the basis of rates being the gross rental value.

The Chief Executive Officer stated that the gross rental value was a methodology
applied by the Valuer General.

4.1.2 Mr Geoff Bowley — Draft 2019/2020 Budget
Mr Bowley thanked the Council and Shire Officers for the work that they had put
in to develop the draft Budget. Mr Bowley queried the allocation of funds towards
the Local Planning Strategy, noting that there had been funds in the 2018/2019
Budget but nothing had been done.

The Director Assets & Sustainable Development advised that there would be a
lot of progress in the Local Planning Strategy in the next 12 months.
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Mr Bowley said that he would like to see more community consultation and
involvement in the development of the Budget and suggested that the community
could be kept informed throughout the process. Mr Bowley asked what the Shire
would be doing to incorporate more community engagement when developing
the 2020/2021.

The Shire President advised that the questions would be taken on notice and
responded to in writing.

4.1.3 Mr John Jones — Draft 2019/2020 Budget
Mr Jones expressed concern over the proposed 4% rate increase and referred
to some comments which had been published in a letter to the Editor of the
Denmark Bulletin. Mr Jones asked whether the 18% increase in salaries and
wages included and increase for Councillors and the CEO.

The Director Corporate and Community Services advised that he believed that
the 18% increase was over the last five years and employee costs had risen 5%
over the last three years.

Cr Gearon advised that the Councillors had received a CPI increase to their
sitting fee in the 2018/19 Budget and that the CEQO’s salary package was a
personal matter between the Council and the CEO.

Mr Jones said that the Minister for Local Government had recently urged local
governments to show restraint when delivering any changes to rates. Mr Jones
said that the didn’t think a 4% increase was showing any restraint.

The Shire President advised that the Councillors had considered a higher
increase to significantly commence required maintenance and renewal of the
Shire’s assets but they had decided to take a more measured approach. Cr
Gearon acknowledged that the proposed increase would still be more than
ratepayers would like.

COUNCIL RESOLUTION

MOVED: CR CARON SECONDED: CR GIBSON
That the meeting be adjourned, the time being 4.28pm.
CARRIED: 7/1 Res: 110719

Pursuant to Council Policy P040134 all Councillors’ votes on the above resolution are recorded
as follows;

FOR: Cr Allen, Cr Caron, Cr Gibson, Cr Seeney, Cr Gearon, Cr Lewis and Cr Osborne.
AGAINST: Cr Whooley.

COUNCIL RESOLUTION
MOVED: CR GIBSON SECONDED: CR SEENEY

That the meeting be resumed, the time being 4.35pm.
CARRIED UNANIMOUSLY: 8/0 Res: 120719
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5. REPORTS OF OFFICERS

5.1  ADOPTION OF 2019/2020 ANNUAL BUDGET

File Ref: FIN.1

Applicant / Proponent: Not applicable

Subject Land / Locality: Not applicable

Disclosure of Officer Interest: Financial Interest as salary and conditions of officers incorporated within the
municipal budget

Date: 30 July 2019

Author: Lee Sounness, Manager Corporate Services

Authorising Officer: Cary Green, Director Corporate & Community Services

Attachments: 5.1a — 2019/20 Annual Budget

5.1b — 2019/20 Schedule of Fees and Charges
5.1c — Submissions to Differential Rates 2019/20

Summary:

To consider and adopt the Annual Budget for the 2019/20 financial year together with supporting
schedules, imposition of rates and minimum payments, adoption of fees and charges, reserve
fund transfers, setting of elected members fees for the year, material variance reporting and other
consequential matters arising from the budget papers.

Background:
The Local Government Act 1995 requires a local government to prepare and adopt an annual
budget prior to 31 August in each year, or such extended time as the Minister allows.

The 2019/20 Budget as shown in (Attachment 5.1a) is the result of input from each of the Shire’s
business units and has considered the Shire’s Strategic Community Plan, Long Term Financial
Plan (draft), Asset Management Plan (draft) and Corporate Business Plan. The 2019/20 Budget
as presented is balanced and has been prepared in accordance with the presentations made to
Councillors at budget workshops held between May and July 2019.

The major components of the budget are:

A capital works programme totalling $5.93m;

Operating expenditure of $15.841m;

Total operating revenue of $12.558m, which includes $6.725m of rates revenue;
Capital grants of $2.716m;

Transfer to reserves of $317,169

Transfer from reserves of $1.38m

No new loan borrowings

An estimated carry forward balance of $1,033,174 from 2018/19

Consultation:

External

While no specific consultation has occurred on the 2019/20 budget, community consultation and
engagement has previously occurred during the development of the Strategic Community Plan,
Denmark 2027, from which the Corporate Business Plan was developed.

The proposed differential general rates were presented at Council Budget Workshop on 28 May
2019 and advertised for public comment. 7 submissions were received.

Internal

Management and staff were actively involved in the preparation and review of the operational and
capital budgets. They were also involved in the setting of fees and charges in their areas of
responsibility.
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Extensive consultation has occurred between all directorates and also thorough briefings and
workshops with elected members.

Statutory Obligations:

The Annual Budget 2019/20 has been prepared in accordance with the Local Government Act
1995 and associated Local Government (Financial Management) Regulations 1996, together with
the Australian Accounting Standards.

Section 6.2 of the Local Government Act and, Part 3 of the Local Government (Financial
Management) Regulations 1996 detail the form and manner in which an annual budget is to be
presented to the Council for adoption.

In accordance with Section 6.36 of the Local Government Act 1995 the Shire has given the
appropriate notice of its intention to impose differential general rates and specified minimum rates
in respect of each differential rate category.

Policy Implications:

The following policies relate;
P030101 — Council Rating Equity Policies
P040125 — Community Financial Assistance Program
P040232 — Municipal Budget Policies

Budget / Financial Implications:
The adoption of the 2019/20 Annual Budget determines the financial operations of the Shire for
the 2019/20 financial year.

The rates imposed will result in revenue of approximately $6,725,471 being raised at rates billing.

Strategic & Corporate Plan Implications:

The report and officer recommendation are consistent with Council’'s adopted Strategic
Community Plan Aspirations and Objectives and the Corporate Business Plan Actions and
Projects in the following specific ways:

Denmark 2027

E3.0 Our Built Environment
We have a functional built environment that reflects our rural and village
character and supports a connected, creative and active community
B3.4 To manage assets in a consistent and sustainable manner

L5.0 Our Local Government
The Shire of Denmark is recognised as a transparent, well governed and effectively
managed Local Government
L5.1 To be high functioning, open, transparent, ethical and responsive
L5.4 To be fiscally responsible

Corporate Business Plan
L5.4.7 Review and improve the budget process by aligning to the Corporate Business Plan and
Long-Term Financial Plan.

Sustainability Implications:

> Governance:

The Local Government Act 1995, section 6.2 (1) requires that the Annual Budget be adopted by
31 August of each year.

» Environmental:
The 2019/20 Annual Budget supports key environmental strategies and initiatives adopted by the
council.
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» Economic:

The 2019/20 Annual Budget has been developed based on sound financial management and
accountability principles and is considered to deliver a sustainable economic outcome for Council
and the community

» Social:
The 2019/20 Annual Budget delivers social outcomes identified in various planning and
community supporting strategies that have previously been adopted by the council.

» Risk:
Risk Likelihood Risk
(based on Rating
history and with (Prior to Risk Action Plan
existing Risk Impact / Treatment Principal Risk (Controls or
Risk controls) Consequence  or Control) Theme Treatment proposed)
Failure to meet
Statutory,
That the budget Regulatory or
is not adopted Compliance Accept Officer
by 31 August Unlikely (2) Minor (2) Low (1-4) Requirements Recommendation
Inadequate
Financial,
That the budget Moderate Accounting or Accept Officer
is not balanced Unlikely (2) Moderate (3) (5-9) Business Acumen Recommendation
Comment:

The budget has been prepared after consultation with relevant stakeholders and a comprehensive
budget workshop process involving Councillors and senior staff, which examined in detail the
various budget issues. The consensus decisions made at those workshops is reflected in the
attached Budget documents.

The process outlined above was adopted to maximise the input into the Annual Budget by
Councillors and staff to promote a greater understanding of the budget document itself and to
ensure it accurately reflects the priorities and strategic plans of the Council.

The budget has been prepared to include information required by the Local Government Act 1995,
Local Government (Financial Management) Regulations 1996 and Australian Accounting
Standards. The main features of the 2019/20 budget include:

1. The 2019/20 Annual Budget has been prepared on the principle of a balanced budget.

2. The budget has been prepared with a 4% increase of total rate revenue in line with the draft
LTFP. This increase applies across all differential general rate categories.

3. Fees and charges are proposed to increase on average by 1.2%, and are itemised as an
attachment in the 2019/20 Annual Budget

4. Household and commercial waste charges are proposed to increase by 1.2% and are
itemised separately in the 2019/20 Annual Budget.

5. A capital works program totalling $5.9m, for investment in infrastructure, land and buildings,

and plant & equipment is planned. Expenditure on road infrastructure is the major component

of this ($3.7m) which is in line with council’s strategy to increase investment in the road

preservation and renewal of that asset class.

There are no new loan borrowings proposed in the budget.

An estimated surplus of $1,019,674 is anticipated to be brought forward from 30 June 2019,

however this is unaudited and is subject to change. Any adjustment will be addressed as

part of the 2019/20 mid-year budget review.

8. Principal additional grant funding for the year is estimated from

No

e Regional Road Group - $1,216,400
e Roads to Recovery - $ 256,000
e D.F.E.S. - $ 385,135
e Federal Assistance Grant - $ 480,000

10
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A summary of the 2019/20 Annual Budget compared to the Forecast Actual result and 2018/19
Annual Budget provided below for reference purposes:

Summary of End of Financial Year Position 2019/2020
2019/20 2018/19 2018/19
Description Budget Forecast Actual Budget
Rates Revenue S 6,725,471 | S 6,443,951 | S 6,419,313
Operating Revenue S 5,863,023 | $ 6,076,588 | S 5,029,361
Operating Expenditure -S 15,854,341 |-S 14,412,938 |-S 14,425,656
Net Operating Result -$ 3,265,847 |-$ 1,892,399 |-$ 2,976,982
Capital Grants S 2,715,774 | S 3,519,513 | S 3,665,350
Profit/Loss on Asset Disposals -S 174,900 |-S 90,934 |-$ 86,700
Net Result -S 724,973 | S 1,536,180 | $ 601,668
Add Back Non-Cash item - Depreciation S 4,469,600 | S 4,316,443 | S 4,442,692
Add Back Non-Cash item - Profit/Loss on Sale| S 174,900 | S 90,934 | S 86,700
Movement in Accruals S - |-S 73,216 | S 51,096
Expenses not yet realised S - |-S 145,095 | S -
Sub Total S 3,919,527 | $ 5,725,246 | $ 5,182,156
Capital Acquisitions -S 5,926,813 |-S 6,872,371 |-S 7,120,548
Debt Service - Principal -S 298,573 |-$ 284,185 |-$ 284,185
S/S Loan Principal Income S 53,853 | S 50,683 | S 50,683
Proceeds from Sales of Assets S 156,000 | S 173,786 | S 191,500
Restricted Grants to be utilised S 182,931 | S 164,445 | S 164,445
Transfer to Reserves -S 317,169 |-$ 959,721 |-S 948,692
Transfer from Reserves S 1,380,000 [ S 2,208,984 | S 1,808,500
Deficit -$ 850,243 | $ 206,866 |-S 956,141
EOY Surplus Carried Forward S 850,243 | S 826,308 | S 956,141
CLOSING BUDGET POSITION S - S 1,033,174 | S -

It is expected the Shire will commence the budget year with a surplus of $1,033,174 from 2018/19.
This is an increase on the budgeted result expected for the year and is a result of a number of
factors including:
e Carrying forward restricted grants totalling $182,931;
e Advance payment for 2019/20 of Financial Assistance Grants of $570,460 received in
June 2019;
e Advance payment for 2019/20 of Bushfire Risk Mgmt Coordinator of $172,931 received in
June 2019;
e Various under and over expenditure and revenues for the year

Rates

Updated property values for rating purposes were received from Landgate for all properties in the
Shire and are effective from 1 July 2019. Unimproved Value (UV) properties are revalued on an
annual cycle and Gross Rental Value (GRV) properties are revalued on a three-year cycle. The
next revaluation for GRV properties will be effective from 1 July 2021.

The change in property values is one of the variables considered when determining the rating
approach for the budget year and overall it was considered the impact of the change in valuations
was of significance and justified discounting the rate in the dollar for differential rate properties to
achieve the required rate yield.

Other considerations to determine the rate yield for the budget include:
e expenditure and revenue forecast in the Shire’s Long-Term Financial Plan;
e the perceived affordability within the community of rate increases;
e increases in State Government charges;

11
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¢ the demand for services and whether the level of these services has changed;

e changes in the cost incurred by the Shire for expenditure including labour, materials,
utilities, contractors and insurance;

e various indices and forecasts used to measure changes in costs;

¢ legislative compliance requirements; and

¢ the shortfall in funding required to ensure a budget deficit is not recorded.

Having considered these factors, it is proposed to increase rates revenue yield by 4% within the
Annual Budget presented to Council, which is in line with the projected increase in the Shires
LTFP (draft).

Actual
Rate in $ Rate Minimum | Minimum
Differential Rating Category 2019/20 2018/19 2019/20 2018/19
Code GRVimproved land
1 Residential Developed 9.6428 10.1014 1,097 1,055
Business/Commercial
2 Developed 10.3483 10.8405 1,220 1,173
3 Lifestyle Developed 9.6735 10.1336 1,125 1,082
4 Rural Developed 10.3791 10.8727 1,125 1,082
5 Holiday Use Developed 10.7881 11.3012 1,208 1,162
GRV vacant land
6 Residential Vacant 19.2243 20.1386 997 959
Business/Commercial
7 Vacant 14.6228 14.2898 1,109 1,066
8 Rural Vacant 14.6228 15.3182 1,109 1,066
9 Lifestyle Vacant 18.2017 19.0674 1,020 981
UV land
10 UV Base 0.4857 0.5088 1,343 1,291
11 UV Additional Use 1 0.5343 0.5597 1,477 1,420
12 UV Additional Use 2 0.5829 0.6106 1,611 1,549
13 UV Additional Use 3 0.6315 0.6615 1,745 1,678
14 UV Additional Use 4 0.6800 0.7123 1,879 1,807

The table above compares the rates in the dollar and minimum payments for the current and
previous financial years. It shows the minimum payment has increased by $42 for residential
property owners, $47 for commercial property owners and $43 for lifestyle and rural property
owners.

For ratepayers not charged the minimum payment, the change in rates payable compared to last
year is dependent on the change in the valuation of the property and the change in the rate in the
dollar.

For 2019/20 a total of $6,725,471 is budgeted to be obtained from property rates including interim
and back rates of $13,000. The number of properties used to calculate rates for the budget has
increased from 4068 in 2018/19 to 4086 in 2019/20.

Employee Costs
Total wage costs, budget to budget have increased from $5,341,243 to $5,445,421, which is an
increase of 2.1%.

- Salaries & Wages 2018/19

Operating Expense $5,098,511
Capital works program $ 242,732 (primarily Denmark East construction works)
$5,341,243

12
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- Salaries & Wages 2019/20

Operating Expense $5,316,975
Capital works program $ 128,446 (road construction works)
$5,445,421
2018/18 2019/19
Description Budget Budget
Salaries & Wages 5,341,243 5,445,421
Superannuation 605,106 626,278
Other Employee Costs 276,528 249,150
6,222,877 6,320,849
Less: Capital Works Expenses -230,898 -128,446
Total Employee Costs 5,991,979 6,192,403

While the salaries & wages total costs have not increased significantly, a higher proportion of the
2019/20 costs relate to operating and maintenance activities, though Council’s capital works
program remains healthy to continue the process of asset upgrade, renewal and preservation.

As part of the 2019/20 budget preparation process, a thorough review of costs was undertaken
down to nature and type level which revealed that some employee costs, including wages were
not previously correctly budgeted. Examples of this include lifesaving beach patrol services in
peak summer holiday period and water sampling services undertaken on a casual basis.

The following chart compares operating employee costs and rates and shows that for 2019/20
budgeted operating employee costs constitute approximately 92% of budgeted rates and is lower
than last year’s ratio of 93%.

Rates and Employee Costs

8000000 99.00%

)
7000000 98.00%

97.00%
6000000

5000000
4000000
3000000
2000000
1000000

0

2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20

96.00%

95.00%

94.00%

93.00%

92.00%

91.00%

90.00%

89.00%

I Employee Expenses I Rates Revenue
= Emiployee Expenses as a % of Rates

Capital Expenditure Program
The 2019-20 Capital Expenditure Program Budget (Attachment 5.1a) is $5,926,813. The Budget
contains significant investment in a number of infrastructure projects shown in the table below.
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Summary of Major Capital Expenditure 2019/2020
Plane Tree precinct 483,200
Remediation of Hardy Street 450,000
Ocean Beach Fire Shed 360,135
Road Construction Projects:
- Complete Denmark East development project 1,120,000
- Reconstruction McLeod Road, (SLK 4.6 to 6.6) 410,000
- Reconstruction - Parker Road, (SLK 6.4 to 8.7) 233,000
- Asphalt Overlay — Campbell Road (SLK 0.02 0.92) 197,000
- Gravel resheet, Happy Valley Road 550,000
- Pavement and sealing Ficifolia / Peaceful Bay Road
intersection 39,000
- Complete Kernutts Road 30,000
- Complete Scotsdale / Fernley Road 36,000
Rail trail bridge 200,000
WOW trail renewal 100,000
Plant replacement 412,000
Lighting upgrade at Airport 52,870

Asset Management — Operating and Capital

A key focus for the 2019/20 Budget is to provide more funding to maintain Shire assets, both in
terms of asset renewal and maintenance.

The Shire has undertaken a significant body of work over the last two years to document the
number and type of assets we have, where they are, what their value is, when they were built and
how long their predicted lifespan is.

Following the collection of this information, we commenced work on a capital works program that
outlines what we need to spend on our assets over the next 5, 10, 15, 20 years to keep them
functioning and in an acceptable state. We were also able to understand the effect that delaying
the renewal of assets has had in the past and get a grip on the backlog of work that we face and
the associated cost burden that this has generated.

The work that we have completed shows that the approximately 16% of our total assets are in a
poor or very poor condition. This equates to $19.3M assets in a poor condition and $4.1M assets
in a very poor condition. This situation is far from ideal and indicates that we have a backlog of
assets that need attention right now. Although assets naturally deteriorate from an acceptable
state, it is our responsibility to make sure that they do not reach a condition where they become
unusable, unsafe or costlier to maintain by continually “patching up”.

This type of backlog doesn’t happen overnight and is likely due to a number of reasons including
not enough money being spent on repairing assets in the past, a large amount of assets being
built at similar times (and therefore requiring replacement at similar times), previous repair
decisions being driven by annual costs rather than ‘whole lifecycle’ costs or prioritising building
new assets before looking after existing ones.

Some Councils that have found themselves in a similar position have decided to tackle the issue
in one or two years through substantial rate increases in the order of 15-20%. Our survey results
suggest that our community’s current satisfaction levels with assets and services is in the
acceptable range and as such we have decided to take a more moderate path to recovery.

During the preparation of our Asset Management Plan and Long-Term Financial Plan we have
used a well-recognised asset management modelling methodology called the Moloney Financial
Model to see what we need to spend on our assets over the next twenty years. We have then
incorporated this spend as a high priority into our Long-Term Financial Plan. If we consistently

14
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spend money in the right areas and increase our renewal budget each year, we can reverse the
decline in our asset base and reduce our need to impose a substantial rate increase in the order
of 15-20% in any given year as other Local Governments have had to do. Using the Moloney
Financial Model we have ascertained that small successive rate increases in the order of 4% will
be enough to get us back on track.

This year’s budget activates the first year of this plan, with the increases shown below:

2018/19 Actuals 2019/20 Budget Increase

Operating Expense 5,170,732 6,067,935 897,203

Capital Expense 2,429,500 2,644,702 215,202
$1,112,405

The above table shows a proposed increase in spending of $1,112,405 to maintain Shire assets,
namely Roads, Waste, Buildings, Parks and Gardens. This increased spending is aimed at the
core maintenance and renewal requirements of our assets, which enable us to maintain safe
service level standards for all assets into the future.

Loan Borrowings
Council’s total debt position as at July 1, 2019 will be $2,410,005 (including self-supporting loans
to community organisations). The end of financial year debt position will be $2,111,432.

2018/19
2,694,191

2019/20
2,410,005

Description

Total Debt

The following loans will be expired as of June 30, 2020:
Loan 123 Lionsville Self Supporting

Loan 144 Recreation Centre

Loan 145 Recreation Tennis Club

Loan 148 Football Clubrooms Self Supporting
Loan 153 Photovoltaic System

Reserves

Reserve funds are effectively a means to save a portion of funds generated through rates and
other sources, for expenditure in the future. Reserves are used to smooth or spread major
expenditures and are maintained over a 10 to 15-year cycle.

The forecast balance of reserves at June 30 2019 of $4,409,891 is below budget expectations
primarily due to the Council decision to not proceed with the Western precinct of the East
Development Precinct Project and repay project funds held with the Western Australian Treasury
Corporation (WATC) to Department of Primary Industries and Regional Development for the
amount of $4.31 million.

A reserve funds summary for 2019/20 is shown in the table below:

Adopted Adopted

Adopted Budget Budget Adopted

Budget | Transfers | Transfers Budget

Opening Interest In Out Closing

Name Balance Earned (+) ) Balance

$ $ $ $ $

Lime Quarry Rehabilitation 327,085 4,906 50,000 0 381,991
Parry Beach Camp Ground 245,495 3,682 0 (59,000) 190,177
Cemetery 2,071 31 0 0 2,102
Employee Leave Entitlements 438,523 6,578 0 0 445,101
Land & Building 329,406 4,941 90,000 (100,000) 324,347
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Plant Replacement 578,065 8,671 0 0 586,736
Waste Services Reserve 600,188 9,003 50,000 (28,000) 631,191
Parks & Gardens Reserve 77,243 1,159 0 0 78,402
Aquatic Facility Development 99,617 1,494 0 (15,000) 86,111
Lionsville 314,964 4,724 0 (58,000) 261,688
Peaceful Bay Reserve 94,324 1,415 25,000 0 120,739
Rivermouth Caravan Park Reserve 84,266 1,264 10,000 0 95,530
Peaceful Bay Caravan Park
Reserve 47,133 707 10,000 0 57,840
Recreation Centre Reserve 64,142 962 20,000 0 85,104
Denmark East Development 1,107,369 12,631 0 | (1,120,000) 0

4,409,891 62,169 255,000 | (1,380,000) 3,347,060

For 2019/20 transfers from reserves of $1.38 million are expected for various projects including:

e Parry Beach Campground ($59,000) — purchase of ATV quad bike and upgrade of back
toilet block;

e Land & Buildings ($100,000) — contribution towards Plane Tree Precinct public realms
development project;

e Waste Services Reserve ($28,000) — purchase of a cardboard baler at McIntosh Waste
Transfer Station and purchase of an Eco Toilet at Peaceful Bay Waste Transfer Station;

e Update Aquatic Feasibility Study ($15,000) — contribution towards Swimming Pool
Feasibility Study;

e Lionsville ($58,000) — contribution towards repayment of Lionsville loan;

e Denmark East Development ($1,120,000) - capital expenditure towards completion of
Denmark East Development Precinct project.

Transfers to reserves are expected to total $317,169 of which $62,169 is interest earned and
the balance of $255,000 is in accordance with Council resolutions in relation to each reserve
account.

After review, officers have recommended to change reserve fund names and definitions of the
following reserves to better define the scope and intention of the reserve provisions.

From: Kwoorabup Community Reserve
To: Parks and Gardens Reserve - to be used for development of and upgrades to various parks
and recreation reserves within the Shire. It is not expected to be utilised during the Financial Year.

From: Peaceful Bay Water Supply Reserve
To: Peaceful Bay Reserve - to be used for future requirements and development in this area as
per asset plan. It is not expected to be utilised during the Financial Year.

From: Recreation Centre Equipment Reserve

To: Recreation Centre Reserve - to be used to for the upgrades to the facility and equipment
located at the Denmark Recreation Centre. It is expected to be partially utilised during the
Financial Year.

Comment:

The 2019/20 Annual Budget continues to deliver on strategies adopted by the Council and
maintains a high level of service across all programs while ensuring an increased focus on road
and associated infrastructure as well as renewing assets at sustainable levels. As presented, it is
a balanced budget in that total income equals expenditure, after allowing for the surplus brought
forward.

The purpose of this meeting of Council is to formally adopt the 2019/20 Annual Budget, in the
format required by the Local Government Act 1995 (as amended). The Local Government Act
1995, section 6.2 (1) requires that the Annual Budget be adopted by 31 August of each year.
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The attached Annual Budget (Attachment 5.1a) is presented in the complete statutory format and
consists of the following Statements, Notes and Appendices:

Statement of Comprehensive Income by Nature or Type
Statement of Comprehensive Income by Program
Statement of Cash Flows

Rate Setting Statement

Notes to and Forming Part of the Budget

Appendix A Detailed Statement of Comprehensive Income
Appendix B Capital Expenditure by Program (including Funding Sources)
Appendix C Capital Expenditure by Nature and Type
Appendix D Plant Replacement Program

Appendix E Schedule of Grant Revenue

Appendix F Subscriptions/Memberships

Appendix G Contributions and Donations

The Schedule of Fees and Charges (Attachment 5.1a) is presented in the complete statutory
format.

A Notice of Intention to Levy Differential Rates 2019/20 was advertised for public comment on 20
June 2019 in the Denmark Bulletin, in addition to public notice boards and the Shire of Denmark
website. Advertisements were also placed in the Walpole Weekly, Albany Advertiser and the Shire
of Denmark Facebook page for the benefit of a wider readership. Submissions closed on 12 July
2019 and seven submissions were received. (see Attachment 5.1c)

Voting Requirements:
Absolute Majority.

COUNCIL RESOLUTION & OFFICER RECOMMENDATION ITEM 5.1 a)
MOVED: CR CARON SECONDED: CR GIBSON
That Council,

1. Differential General Rates and Minimum Payment Rates
For the purpose of yielding the deficiency disclosed by the Municipal Budget adopted as
Part B below, council pursuant to Sections 6.32, 6.33, 6.34 and 6.35 of the Local
Government Act 1995 impose the following differential general rates and minimum
payments on the Gross Rental and Unimproved Values.

Differential General Rate Category Rate in $ Minimum Payment
(cents/$ of valuation)
Gross Rental Value Land

1. GRV Residential Developed 9.6428 1,097
2. GRV Business/ Commercial Developed 10.3483 1,220
3. GRYV Lifestyle Developed 9.6735 1,125
4. GRV Rural Developed 10.3791 1,125
5. GRV Holiday Use Developed 10.7881 1,208
6. GRV Residential Vacant 19.2243 997
7. GRV Business/ Commercial Vacant 14.6228 950
8. GRV Rural Vacant 14.6228 1,109
9. GRYV Lifestyle Vacant 18.2017 1,020
Unimproved Value Land
10. UV Base 0.4857 1,343
11. UV Additional Use 1 0.5343 1,477
12. UV Additional Use 2 0.5829 1,611
13. UV Additional Use 3 0.6315 1,745
14. UV Additional Use 4 0.6800 1,879
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2. Payment Options
Pursuant to Section 6.45 of the Local Government Act 1995 and regulation 64(2) of the
Local Government (Financial Management) Regulations 1996, council nhominates the
following due dates for the payment in full by instalments:

o Full payment and instalment due date 23 September 2019
e 2" quarterly instalment due date 25 November 2019
e 3" quarterly instalment due date 31 January 2020

e 4" quarterly instalment due date 31 March 2020

3. Instalment Administration Fee
Pursuant to Section 6.45 of the Local Government Act 1995 and regulation 67 of the Local
Government (Financial Management) Regulations 1996, council adopts an instalment
administration charge where the owner has elected to pay rates (and service charges)
through an instalment option of $10.00 for each instalment after the initial instalment is paid.

4. [Instalment Interest Charge
Pursuant to Section 6.45 of the Local Government Act 1995 and regulation 68 of the Local
Government (Financial Management) Regulations 1996, council adopts an interest rate of
5.5% per annum on rates paid and service charges through an instalment option.

5. Penalty Interest
Pursuant to Section 6.45 of the Local Government Act 1995 and regulation 70 of the Local
Government (Financial Management) Regulations 1996, council adopts an interest rate of
11% for rates (and service charges) and costs of proceedings to recover such charges that
remain unpaid after becoming due and payable.

Cr Whooley requested that his words against the motion recorded which were as follows;

“l cannot, in good conscience, support this budget process for the following reasons:
1.
2.

3.

Details of the Wages and Salary costs were denied to Councillors.
Detailed costings are not provided to Councillors. This prevents major cost items from being
scrutinised.
A state exists whereby if a Councillor requests detailed costs — the motivation for doing so is
guestioned. For example:

a. “Other Councillors don’t want the details so why do you want them?”

b. “Don’t you trust the staff?”

Maintenance costings are not available.

No prioritisation of asset renewal has been prepared, or considered by Council.

Therefore it is unclear, apart from a general statement of asset renewal, where the 2% rate
increase for asset improvement will be applied.

The Local Government Act squarely nominates the adoption of a budget as the role of Council.
Details should be available across all matters and provided. This should not be onerous as the
details are supposed to be prepared in advance.

Council access to all budget details should not be viewed, or suggested as, interfering in
operational matters and scrutiny should be encouraged.

Ultimately Council is responsible for the budget and its details.”

CARRIED BY AN ABSOLUTE MAJORITY: 7/1 Res: 130719

Pursuant to Council Policy P040134 all Councillors’ votes on the above resolution are recorded
as follows;

FOR: Cr Allen, Cr Caron, Cr Gibson, Cr Seeney, Cr Gearon, Cr Lewis and Cr Osborne.
AGAINST: Cr Whooley.
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COUNCIL RESOLUTION & OFFICER RECOMMENDATION ITEM 5.1 b)
MOVED: CR CARON SECONDED: CR ALLEN
That Council;
1. 2019/20 Annual Budget

Pursuant to the provisions of Section 6.2 of the Local Government Act 1995 and Part 3 of
the Local Government (Financial Management) Regulations 1996, that council, having
considered the strategic direction of the Shire outlined in the Community Strategic Plan
2027, the Corporate Business Plan 2018-2022, the Long Term Financial Plan (draft), the
Asset Management Plan (draft); and having considered proposed revenues, expenditures
and budget efficiency measures for 2019/20 adopts the Annual Budget 2019/20 for the
Shire of Denmark as contained in (Attachment 5.1a) which includes the following:

a) Statement of Comprehensive Income by Nature and Type showing a net result for
2019/20 of $724,973

b) Statement of Comprehensive Income by Programme showing a net result for 2019/20
of $724,923

c) Statement of Cash Flows

d) Rate Setting Statement showing an amount to be raised from rates of $6,725,471

e) Notes to and Forming Part of the Budget

f) Budget Program Schedules

g) Transfers to and from Reserve Accounts

h) Supplementary information including the Capital Expenditure Program, Plant
Replacement Program and Grant Revenue

Material Variance Reporting for 2019/20

For the purposes of Local Government (Financial Management) Regulation 34 regarding
levels of variances for financial reporting, adopt a variance of 10% or greater of the annual
budget for each program area in the budget, as a level that requires an explanation or
report, with a minimum dollar variance of $10,000;

Elected Members Fees and Allowances for 2019/20

a) Pursuant to Section 5.99 of the Local Government Act 1995 and regulation 34 of the
Local Government (Financial Management) Regulations 1996, Council adopts the
following annual fees for payment of elected members in lieu of individual meeting
member’s fees:

President $10,302
Councillors $10,302

b) Pursuant to Section 5.98 (5) of the Local Government Act 1995 and regulation 33 of
the Local Government (Financial Management) Regulations 1996, Council adopts the
following annual local government allowance to be paid in addition to the annual
meeting allowance:

President $12,671

c) Pursuant to Section 5.98A of the Local Government Act 1995 and regulation 33A of
the Local Government (Financial Management) Regulations 1996, Council adopts the
following annual local government allowance to be paid in addition to the annual
meeting allowance:

Deputy President $3,168

d) Pursuant to Section 5.99A of the Local Government Act 1995 and regulation 34A and
34AA of the Local Government (Financial Management) Regulations 1996, Council
adopts the following annual allowances for elected members:

19



Special Meeting of Council 30 July 2019

Communications Allowance $2,472

4. Schedule of Fees and Charges
Pursuant to Section 6.16 of the Local Government Act 1995, Council adopts the Fees and
Charges of the 2019/20 Budget included as (Attachment 5.1b) of this agenda and minutes.

AMENDMENT
MOVED: CR SEENEY SECONDED: CR OSBORNE

That part 3 be adjusted to reflect the remuneration amounts as per the 2018/2019 level, which
was as follows;
- Councillor Sitting Fee $10,100
Shire President’s Sitting Fee $10,100
Shire President’s Allowance $11,110
Deputy Shire President’s Sitting Fee $2,424

LOST: 2/7 Res: 140719
Pursuant to Council Policy P040134 all Councillors’ votes on the above resolution are recorded
as follows;

FOR: Cr Seeney & Cr Whooley.

AGAINST: Cr Allen, Cr Caron, Cr Gibson, Cr Gearon, Cr Lewis & Cr Osborne.

5.05pm — Cr Gearon declared a financial interest on the basis that her partner works for the Denmark
Community Resource Centre. Cr Gearon left the room did not return.

The Deputy Shire President, Cr Caron assumed the Chair as the Presiding Person.

Cr Whooley asked that his words stated against Item 5.1a) also be recorded under Item 5.1b) which
were as follows;

“l cannot, in good conscience, support this budget process for the following reasons:
1. Details of the Wages and Salary costs were denied to Councillors.
2. Detailed costings are not provided to Councillors. This prevents major cost items from being
scrutinised.
3. A state exists whereby if a Councillor requests detailed costs — the motivation for doing so is
guestioned. For example:
a. “Other Councillors don’t want the details so why do you want them?”
b. “Don’t you trust the staff?”

4. Maintenance costings are not available.

5. No prioritisation of asset renewal has been prepared, or considered by Council.

Therefore it is unclear, apart from a general statement of asset renewal, where the 2% rate
increase for asset improvement will be applied.

6. The Local Government Act squarely nominates the adoption of a budget as the role of Council.
Details should be available across all matters and provided. This should not be onerous as the
details are supposed to be prepared in advance.

Council access to all budget details should not be viewed, or suggested as, interfering in
operational matters and scrutiny should be encouraged.
Ultimately Council is responsible for the budget and its details.”

Cr Lewis asked that her words for the Item be recorded which were as follows;

“Firstly I'd like to thank officers for an excellent and informative report, and their efforts in putting together
this years budget.

I'd also like to thank and acknowledge those who have made submissions and spoken tonight, |
understand and empathise with your concerns regarding the proposed rate increase.
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Going to the budget, | want to commend the CEO - His vision and the consequent implementation of a
comprehensive staffing restructure, has lead to improved efficiencies as well as better cross
departmental cooperation. It has also helped to reduce the ratio of employee costs to rates revenue,
which has always been of concern to me.

I'm pleased that it is now heading in the right direction and has dropped from a high of almost 98%
employee costs to rates in 2016/17 to 92% in this budget - the lowest it has been in the 8 years | have
been a member of this Council.

Now to the rate increase itself........

There is a push from some in State Parliament and the media for Local Governments to ‘get back to
basics’, to focus their attention on their traditional, and original raison d'étre - roads, rubbish, recreation
facilities, parks and libraries. Indeed my job as a Councillor would be far easier and less time consuming
if we were to do so!

These commentators neglect to mention the financial and administrative burden the cost shifting from
federal and state governments continues to foist on us as a Local Government.

However, in consideration of this topic, | have put together a spreadsheet that lists some of the budget
items probably not considered ‘core Council business’- we could, quite easily even reduce rates, if
we were to stop supporting arts, tourism, the community resource centre, the surf club, the riverside
club, the historical society, numerous community halls, sports clubs, not for profit organisations, youth
scholarships and camps and buying Christmas decorations for the town!

I'm pretty sure however that our community don’t want us to do this, much of this support is of critical
importance to the economy of our Shire and to the well being of our residents. In saying that | believe
we need to do the hard yards and look at where we can find efficiencies.

We are now also at a point of understanding what assets we own and what condition they are in, thanks
to a largely completed Asset Management Plan.

Our draft Long Term Financial Plan predicts a 4% increase year on year for the next 20 years — and
that’s just to get us back on track with our current assets and stop them falling into total disrepair, it does
not take into consideration the building of new ones.

Whilst | support this years 4% rate increase, primarily so that we can get straight onto dealing with the
backlog of neglected assets; | would not like to see ratepayers burdened with continual, higher than
CPI, rate increases year on year.

Going forward, | hope Council will commit to working with Officers and the community, to find ways and
means of rationalising our assets, improving the condition of those that are deemed important, and
planning carefully for any new or upgraded facilities, to meet the needs of our growing and changing
community, and to ensure the economic viability of our town.

CARRIED BY AN ABSOLUTE MAJORITY: 6/1 Res: 150719

Pursuant to Council Policy P040134 all Councillors’ votes on the above resolution are recorded
as follows;

FOR: Cr Allen, Cr Caron, Cr Gibson, Cr Seeney, Cr Lewis & Cr Osborne.
AGAINST: Cr Whooley.
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COUNCIL RESOLUTION & OFFICER RECOMMENDATION ITEM 5.1 c)
MOVED: CR GIBSON SECONDED: CR SEENEY

That Council resolve to waive 100% of the 2019/20 local government rate charge, including any
and all future interim adjustments for the property assessments listed in Note 12 of the 2019/20
Municipal Budget in accordance with section 6.47 of the Local Government Act 1995, noting
that the amount totalling $50,965 is subject to final confirmation during the 2019/20 rate billing
process:

CARRIED UNANIMOUSLY: 7/0 Res: 160719

6. CLOSURE OF MEETING

5.16pm — There being no further business to discuss, the Deputy Shire President, Cr Caron, declared
the meeting closed.

The Chief Executive Officer recommends the endorsement of these minutes at the next meeting.

Signed:

Bill Parker — Chief Executive Officer

Date:

These minutes were confirmed at a meeting on the

Signed:

(Presiding Person at the meeting at which the minutes were confirmed.)
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