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14 REPORT OF THE CHIEF OPERATING OFFICER 

 

14.1 January 2024 Monthly Financial Report 
CSP Objective: Outcome 5.1: Public funds and assets are managed strategically, 

transparently, and efficiently 
CSP Strategy: 5.1.1 Public funds are managed in accordance with Financial 

Management Standards and the Local Government Act. 
Delivery Program: 5.1.1.1 Improved financial reporting and legislative compliance through 

reporting, scrutiny oversight and processes   
Summary 
This report provides a year-to-date Statement of Financial Position and Income Statement 
for Council’s various business activities and at a consolidated level.  This report aims to 
outline and explain any material deviations from budget year to date. 
Financial implication 
This report relates directly to the financial performance of Council. 
Policy 
Local Government Act 1993 
Local Government (General) Regulation 2021 
Consultation (internal) 
Chief Executive Officer 
Chief Financial Officer 
Management Accountants 
Communication/Community engagement 
N/A 

Attachments 
1 Financial Statements - January 2024⇩  
Enclosures 
Nil 

 

RECOMMENDATION 

That Council 
1. Notes the Monthly Financial Report for January 2024. 
2. Allocate $100K budget for safety upgrade works at domestic waste handling facility. 
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Background 
The Monthly Financial Report for January 2024 has been prepared to deliver transparency 
on the current financial state of Council on year-to-date basis.  This report aims to highlight 
the operational performance against budget of each of the Council’s main business activities 
and at a consolidated level.  
Council has recently completed a review of its Waste services operations, which includes 
Domestic Waste, Commercial Waste, Cleaning Services and Hire Services. The associated 
changes were adopted along with the Quarterly Budget Review (QBR) for the quarter ended 
December 2023. In the coming months, these operations will be reported on separately from 
Council’s general operations in the attached financial statements. This month, a brief analysis 
is provided.  
Consolidated Income and Expenditure Statement 
Please note that all budget variance figures, and analysis provided in this report now 
incorporate quarterly budget review changes from QBR 2, which were adopted by Council at 
the January 2024 ordinary meeting. Therefore, variances and commentary described in this 
report are compared to the newly updated budget. 
At a consolidated level, year-to-date to 31 January 2024, Council has achieved an operational 
surplus of $3.9M. The budget for the same period was estimated to be a surplus of $6.4M, 
resulting in an unfavourable variance of $2.5M. This variance is due to operational revenue 
being $1M or 1.6% unfavourable to budget, while concurrently operational expenditure is 
over budget (unfavourable) by $1.5M or 2.6%. 
In the context of income from continuing operations, if the unfavourable variances related to 
capital grants of $2.9M are excluded, the consolidated revenue variance would be $1.9M 
favourable. This revenue $1.9M favourable would then better compare to the expenditure 
$1.4M unfavourable. This is reflected by the net operating variance excluding capital grants 
and contributions which presents a $416K or 11.4% favourable variance to budget (See Table 
1).  
The most significant variance in expected revenue is derived from timing delays in the receipt 
of capital grant funding. A review of the adopted budgets classification of grant income 
between operating and capital is being undertaken to address the capital budget for 2023/24 
in conjunction with establishing reserve balances for the 2022/23 financial year audit. This 
work is expected to progress in the coming months which will lead to adjustments to the 
amount and timing of expected capital grant revenue. A delay in receiving capital grant 
revenue also impacts Council’s unrestricted cash position as noted in Council’s Investment 
Report. 
Other material income and expenditure variance explanations and financial analysis of each 
of Council’s entities are detailed below: 
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Table 1. The following table presents variances in operating results to the adopted 
budget, per entity as at January 2024 

$'000 Consolidated Council General 
Operations* 

Blue 
Haven 

Holiday 
Parks 

Pavilio
n 

Income Actual             61,851                   37,988        16,088      7,222        553  
Income Budget             62,869                   40,473       14,965     6,951        480  
Income Variance $             (1,018)               (2,485)       1,124        271          73  
Income Variance %              (1.6%)                 (6.1%)         7.5%       3.9%    15.2%  
Expenses Actual             57,914               34,228      18,882     4,234        571  
Expenses Budget             56,429                   34,666       16,607     4,566        589  
Expenses Variance $             (1,485)                       439       (2,274)        333           18  
Expense Variance % 

             (2.6%) 
                    

1.3%      (13.7%)      7.3%      3.0%  
Actual operating results               3,937                     3,761       (2,793)      2,988        (19) 
Budgeted operating results               6,440                     5,807       (1,642)     2,384      (109) 
Operating results 
Variance $             (2,503)                (2,046)      (1,151)        604         90  
Operating results 
Variance %              38.9%  

                  
35.2%      (70.1%)    25.3%    82.7%  

Actual operating results 
(before capital income)             (3,223)                (3,399)      (2,793)     2,988        (19) 
Budgeted operating results 
(before capital income)             (3,639)                 (4,272)      (1,642)     2,384      (109) 
Operating results 
Variance $ (before capital 
grants and contributions)                  416                        873       (1,151)        604         90  
Operating results 
Variance % (before 
capital revenue)              11.4%  

                  
20.4%  

        
(70.1%) 

             
25.3%  

     
82.7%  

*Council General Operations exclude Blue Haven, Holiday Parks and Pavilion. 
 
Income 
User charges and fees 
Council has recorded an additional $771K in user charges and fees above budgeted 
expectations to January 2024. Council’s business entities have each recorded higher than 
expected income from user charges and fees. Councils General Fund is $314K favourable 
to budget, largely due to the Leisure Centre which has recorded more than $182K above 
forecast to January 2024 due to peak Holiday season revenue. Additionally in general fund, 
Building and Development revenue is favourable by $133K and the Pavilion is ahead of 
budget by $43K due to a surge in event bookings. Conversely, Council’s Hire Services 
operations which form part of Council’s general operations has recorded $159K less hire 
income year to date in comparison to budget. 
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Interest on Investments 
Current Bank Bill Swap Rates (BBSW) on Council’s invested funds are in line with the 
adopted budget expectations. However, an unfavourable variance of $155K has arisen year-
to-date to January 2024. This is largely due to actual cash at bank and investment balances 
being lower than budgeted, rather than lower than estimated interest rates. It is expected 
however that the current unfavourable variance will see improvement as Council has recently 
divested of property, specifically the Akuna St South Carpark in November 2023 and Irvine 
St, Kiama in February 2024. This additional cash inflow will bolster Council’s cash position in 
the form of additional interest income. Lastly, the RBA has held the cash rate at 4.35% which 
will continue to contribute to increased interest revenue on new investments above budgeted 
interest rate estimates. Please refer to monthly Investment Reports for further details. 
Net gain/(loss) from the disposal of assets 
There is an overall favourable variance of $228K in the income statement relating to the net 
gain/(loss) from the disposal of fleet assets. Council is awaiting the completion of the 2022/23 
financial statements audit, before processing accounting entries for the disposal of the sold 
assets in 2023/24.  
Expenses 
Consolidated Employee Benefits 
Employee benefits to January 2024 are unfavourable to budget by $422K ($324K general 
fund and $143K Blue Haven, partially offset by small positive variances in other areas). 
General Fund negative variance is predominantly due to additional work required during 
holiday season (cleaning, waste, etc.). Another contributing factor is lower than anticipated 
capitalisation of wages. Blue Haven overspend relates to additional engagement of casual 
employees whilst permanent employees took leave during holidays. 
From a natural accounts perspective, unfavourable variances relate to overtime ($228K), 
casual staff wages and associated penalty rates ($197K), and employee allowances ($200K). 
Additionally, undercapitalisation of wages is contributing to the variance with only $167K 
being capitalised year to date against an expected $583K.  
Materials and Services 
Consolidated Materials and services are $776K over budget year to date to January 2024. 
Blue Haven is the main contributor to this unfavourable position, being $1.8M overspent. 
Detailed analysis and insights on this matter are contained within the Blue Haven section of 
this report. Council’s General Fund and Holiday Parks are favourable with regards to 
materials and services by $816K and $228K respectively. See Holiday Park section of this 
report for further details. 
Another large contributor to the favourable materials variance in General fund is an 
underspend on IT operational costs of $385K, primarily due to timing of actual expenditure to 
budget. It is expected this variance will reduce in the second half of the year. The timing of 
expected audit fees to budget is also favourable by $176K, however will reduce once the 
financial statement audit has been completed and invoiced. 
With regard to Councils use of contractors, consultants and agency staff, both General Fund 
and Holiday Parks are tracking in line with budget, however Blue Haven’s use of agency staff 
and contractors to support its operations has continued, leading it to exceed budget by $1.3M 
year to date. 
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Overview by Business Unit 
Blue Haven 
Blue Haven Care Consolidated 
Blue Haven at a consolidated level, year-to-date to 31 January, has a net operational deficit 
of $2.8M, comparing unfavourably to budget by $1.2M 
This is a result of revenue being higher than expected by $1.1M due to increased funding, as 
well as expenses being higher than expected by $$2.3M due to unfavourable variance in 
agency costs and other materials and services, partially offset by the higher funding noted 
above.  It is important to note these variances (and also noted below) are based on the 
recently adjusted increased QBR2 budget. 
Blue Haven Bonaira Residential Aged Care (RAC) 
The RAC recorded a net deficit of $2.7M. RAC revenue of $8.5M is $450K ahead of budget, 
however, does not offset Materials and services unfavourable variance of $1.7M for RAC and 
$1.8M overall. 
Agency contractors are contributing $1.2M of the $1.7M unfavourable variance. Negative 
budget variance was anticipated as backlog of December invoices was processed in January. 
As mentioned in December QBR report, RAC achieved an overall increase in the revenue 
compared to the budget for the period ended 31 December 2023 and this trend continues 
into January 2024. The main factor behind the revenue rise was an increase in the residential 
aged care subsidy rates by the government (July and December). In line with changes to 
allowable AN-ACC fees a new hotelling supplement of $10/resident/day was introduced. In 
addition, there has been a focus on steadily increasing the occupancy which impacts subsidy, 
fees, means tested care fees and accommodation payments. There was also an increase in 
the number of residents eligible for higher subsidy rates from the government under the AN-
ACC classification compared to the budget.  
Conversely, the increase in occupancy has also impacted overall expenses of RAC, which 
continue to exceed budget, agency costs in particular, in order to meet staffing ratios and 
requirements.  
Blue Haven Bonaira Community Programs 
Community Programs recorded a minor net deficit of $113K for the first 7 months.  
Blue Haven Bonaira Independent Living Units (ILUs) 
The Bonaira ILU’s recorded a net surplus of $462K. Revenue was recorded at $1.7M and 
expenditure at $1.3M. Both revenue and expenses actuals are slightly unfavourable 
comparing to the budget. As explained previously, this operating revenue and result includes 
amortisation of deferred management fees (ie reduction of resident entry accommodation 
payment – liability) ie $1.5M at January 2024. 
Blue Haven Terralong Independent Living Units (ILUs) 
The Terralong ILU’s recorded a minor net deficit of $164K, comparing to budget surplus of 
$188K. Revenue was recorded at $2M and expenditure at $2.2M, with materials and 
contracts materially unfavourable to budget due to previously deferred maintenance items 
being brought up to date. Contractor costs have also been required to undertake most of the 
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maintenance works as well as review some building and refurbishment issues. This trend 
continues throughout this financial year as maintenance works progress. 
Similarly, the revenue amount includes amortisation of deferred management fees (ie 
reduction of resident entry accommodation payment – liability) ie $1.35M at January 2024. 
Holiday Parks 
Overall, Holiday Parks operating results are $604K or 25.3% favourable compared to budget, 
resulting from a large favourable variance in operational expenditure of $333K, in addition to 
$271K favourable operating income. 
Despite a re-phasing of the expected timing of Holiday Park revenue, modelled on the actual 
income received each quarter in the 2022/23 financial year, Holiday Park revenue (User 
charges and fees) has exceeded budgeted expectations by $146K year to date. This can be 
attributed to a busier than usual Holiday season. 
Council was successful in receiving $83K in operational grant funding under the Crown Land 
Flood Recovery Program for use on storm and flood event repair works on the Holiday Parks. 
This income was not considered in the original budget. 
From an expenditure perspective, Kiama’s Holiday Parks combined have underspent on 
budget by $333K or 7.3% year to date. This variance in other expenses can be, in -part 
explained by a timing difference in the payment of the quarterly Crown reserve levy to 
Revenue NSW versus the budget phasing. This difference will correct by the next monthly 
report. 
Employee costs at the Holiday parks are in line with budget, being slightly favourable by 
$29K, in part due to the use of fewer casual employees and some vacancies. 
With regards to materials and services, Kiama Councils Holiday Parks are favourable by 
$228K. Park maintenance work is still marginally behind schedule and the use of contractors 
and agency staff is below expected amounts.  
The Pavilion 
The Pavilion has seen a favourable variance of $73K in its revenue from its ongoing 
operations year to date to January 2024. A sustained rise in the demand for community and 
corporate events and weddings at the Pavilion from both local and intrastate clients has seen 
it achieve consistently favourable results to budget this financial year. Internal revenue is 
favourable by $29K which relates to revenue generated from the Pavilions use by internal 
Council requirements. The Pavilions total expenditure from continuing operations is in line 
with budget, with only minor variations in employee costs and materials and services, 
highlighting that internal cost control measures are being implemented effectively.  
The overall result of favourable income and expenditure has seen a favourable operating 
result of $90K or 82% above budget expectations.   
It is important to note that corporate overheads are yet to be allocated to Pavilion business 
unit which will be reflected in QBR3. 
Waste Services operations (Commercial Waste, Domestic Waste, Cleaning Services 
and Hire Services) 
As noted in the January 2024 Monthly Financial Report (13 February 2024 meeting), a review 
and re-design of Council’s Waste Services Operations has now been completed. A brief 



ORDINARY MEETING    19 MARCH 2024 
Report of the Chief Operating Officer 
14.1 January 2024 Monthly Financial Report (cont.) 

Kiama Municipal Council Page 89 

Ite
m

 1
4.

1 
 

outline of the performance of each operation is detailed below. Future reports will feature a 
separate income statement for Hire Services business unit. 
Domestic Waste services are tracking in line with budget in both revenue and expenditure.  
It is recommended that Council allocate a budget of $100,000 towards capital works aimed 
at resurfacing high-traffic areas within the Minnamurra Waste and Recycling Facility. These 
areas include the co-mingled recycling bay, the fuel bowser, truck parking, turning and 
loading areas, as well as pedestrian pathways. The purpose of this allocation is also to 
prevent further deterioration of these crucial areas. Funding for this project will be sourced 
from the Waste Reserve, ensuring that it does not impact the Council's unrestricted cash 
position. 
Commercial Waste Services are performing favorably to budget with revenue in line with 
expectations and consolidated expenditure 15% underbudget. February will see a significant 
improvement in revenue due to the completion of accounting entries to record internal 
commercial waste income. 
Cleaning Services are tracking unfavorable to budget, primarily due to higher than forecast 
employee costs. Expenditure on material and services, however, are in line with budget. 
Hire Services are underperforming against forecasts, largely due to external hire revenue 
being lower than predicted. In addition, the internal use of assets allocated for external hire 
have yet to be accounted for. This will somewhat improve the current 15% unfavorable 
variance in revenue. 
Table 2. The following table shows the operating performance of each of Councils 
waste services operations as at January 2024, compared to budget. 

Cost centre 

Year to date 
Actuals to 

January 2024 

Year to date 
budget to 

January 2024 

Budget 
Variance 

Domestic Waste Services (1,868,632) (1,785,510) 83,122 
Commercial Waste Services 91,143 154,001 62,859 
Cleaning Services 949,395 828,806 (120,590) 
Hire Services 238,635 102,990 (135,644) 
Total (589,459) (699,713) (110,253) 

 
Consolidated Statement of Financial Position 
It should be noted that year end accounting entries relating to June 2023 are currently in 
progress and may materially change the previously presented consolidated statement of 
financial position for June 2023 (subsequently effecting the 2023/24 opening balances). The 
final statement of financial position will be presented as part of the 2022/23 Audited Financial 
Statements. 
The balance sheet has remained largely unchanged with the stable balance of assets and 
liabilities. 
Current Asset Ratio 
The current asset ratio measures a company’s ability to pay its short-term obligations. The 
consolidated current asset ratio is 0.36 as at January 2024, decreasing marginally from 0.37 
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in December 2023. This is in part due to a reduction in cash and cash equivalents and 
investments of $2.58M. Please see the Statement of Investments – January 2024 for further 
details on this reduction. Note this ratio would be approximately 1.3 if adjusted for Blue Haven 
resident liabilities and average length of stay assumptions.  
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KIAMA MUNICIPAL COUNCIL
Consolidated
Statement of Financial Position
For the Period Ended 31 January 2024

Actual Actual
7 months 7 months
2023/24 2022/23

Notes $'000 $'000

ASSETS
Current assets
Cash and cash equivalants C1-1 6,112 -2,416
Investments C1-2 42,087 72,440
Receivables C1-4 3,022 2,759
Inventories C1-5 336 319
Contract assets and contract cost assets C1-6 216 216
Current assets classified as 'held for sale' C1-7 - 16,426
Other 1,748 1,081
Unclassified assets - -
Total current assets 53,520 90,824

Non current assets
Investments C1-2 750 6,000
Receivables C1-4 202 194
Infrastructure, property, plant and equipment C1-8 553,975 539,502
Investment property C1-9 139,030 139,030
Intangable assets C1-10 - -
Right of use assets C2-1 122 122
Investments accounted for using equity method D1-2 - -
Other - -
Total non current assets 694,079 684,848
Total assets 747,599 775,672

LIABILITIES
Current liabilities
Payables C3-1 137,850 129,193
Contract liabilities C3-2 2,497 2,674
Lease liabilities C2-1 36 36
Borrowings C3-3 336 1,397
Employee benefit provisions C3-4 6,398 7,757
Unclassified liabilities - -
Unclassified suspense - -
Total current liabilities 147,117 141,058

Non current liabilities
Payables C3-1 18 24
Lease liabilities C2-1 6 6
Borrowings C3-3 20,494 50,427
Employee benefit provisions C3-4 601 741
Total non current liabilities 21,120 51,198
Total Liabilities 168,237 192,256

Net Assets 579,362 583,417

EQUITY
Retained earnings 195,266 187,204
Revaluation reserves 380,155 376,063
Other reserves - -
Council equity interests
Minority equity interests
Current Year Net Earnings 3,941 20,150
Total equity 579,362 583,417
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14.2 Statement of Investments: February 2024 
CSP Objective: Outcome 5.1: Public funds and assets are managed strategically, 

transparently, and efficiently 
CSP Strategy: 5.1.1 Public funds are managed in accordance with Financial 

Management Standards and the Local Government Act. 
Delivery Program: 5.1.1.1 Improved financial reporting and legislative compliance through 

reporting, scrutiny oversight and processes   
Summary 
This report provides an overview of Council’s cash and investment portfolio and investment 
performance at February 2024 and endorsement of the restricted funds position. 
Financial implication 
Investments are undertaken based upon the best rate on the day and after consideration of 
spreading Council's Investment risk across various institutions as per the Investment Policy 
and section 625 of the Local Government Act 1993. The distinction between restricted and 
unrestricted funds is a key operational and financial understanding. 
Risk implication 
The risk related to this information is non-compliance with Council’s Investment Policy and 
Office of Local Government guidelines for appropriate monitoring and reporting of changes 
and the position of restricted funds. 
Policy 
Clause 625 of the Local Government Act 1993 
Clause 212 of the Local Government (General) Regulation 2021 
Kiama Municipal Council – Investment Policy 
Kiama Municipal Council – Restricted Funds Policy 
Consultation (internal) 
Chief Executive Officer 
Chief Financial Officer 
Financial Accountant 
Communication/Community engagement 
N/A 

Attachments 
1 February 2024 Investment Report⇩  
Enclosures 
Nil 
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RECOMMENDATION 

That Council: 

1. Notes the information relating to the Statement of Investments as at 29 February 2024. 
2. Establishes an external restricted reserve required under the Roads Act 1993 Part 4 

Division 6 Section 43.4. 
 
Background 
Council is required to invest its surplus funds in accordance with the Ministerial Investment 
Order and Office of Local Government guidelines.  The Order reflects a conservative 
approach and restricts the investment types available to Council. Council Investment Policy 
provides a framework for the credit quality, institutional diversification, and maturity 
constraints that Council’s portfolio can be exposed to. Council’s investment portfolio was 
controlled by Council’s Finance Department during the period to ensure compliance with the 
Investment Policy. External investment advisor advice is also considered at the time.  
Return on Investments 
For the month of February, excluding cash, the total portfolio provided a return of +0.42% 
(actual) or +5.42% p.a. (annualised), outperforming the benchmark AusBond Bank Bill Index 
return of +0.34% (actual) or +4.42% p.a. (annualised). The monthly performance has 
improved over the recent months reflective of the maturity of lower yielding term deposits that 
are being replaced by higher yielding term deposits, providing greater overall returns to the 
portfolio.  
 
 

 
 
Movement in Investments 
Compared to February 2023 Council’s investments portfolio decreased by $32M. 
Repayment of TCorp loan tranches of $30M (excluding interest payments) being key 
outflows, offset by operational cash flows. 
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Matured trades for February: 

Issuer Rating Type Interest Purchase Maturity Rate %  Value  
Commonwealth Bank AA- TD At Maturity 28/08/2023 26/02/2024 5.27 2,000,000 
Totals     2,000,000 

 
New trades entered under delegation, during February: 

Issuer Rating Type Interest Purchase Maturity Rate % Value 
NAB AA- TD At Maturity 26/02/2024 26/02/2025 5.08 2,000,000 
NAB AA- TD At Maturity 26/02/2024 26/06/2024 5.05 2,000,000 
Total         4,000,000 

 
  



ORDINARY MEETING    19 MARCH 2024 
Report of the Chief Operating Officer 
14.2 Statement of Investments: February 2024 (cont) 

Kiama Municipal Council Page 101 

Ite
m

 1
4.

2 
 

Portfolio Summary: 
Issuer Rating Type Interest Purchase Maturity Rate %  Value  

NAB AA- TD At Maturity 22/11/2023 11/03/2024 5.06 1,000,000 
Commonwealth Bank AA- TD At Maturity 18/09/2023 18/03/2024 5.09 2,000,000 
Commonwealth Bank AA- TD At Maturity 25/09/2023 25/03/2024 5.13 2,000,000 
NAB AA- TD At Maturity 11/09/2023 11/04/2024 5.10 2,000,000 
BOQ BBB+ TD At Maturity 22/11/2023 16/04/2024 5.23 1,000,000 
Suncorp A+ TD At Maturity 11/10/2023 13/05/2024 5.15 2,000,000 
Suncorp A+ TD At Maturity 04/12/2023 03/06/2024 5.28 1,000,000 
NAB AA- TD At Maturity 10/01/2024 12/06/2024 5.10 4,000,000 
NAB AA- TD At Maturity 26/02/2024 26/06/2024 5.05 2,000,000 
Suncorp A+ TD At Maturity 30/10/2023 30/07/2024 5.35 2,000,000 
BOQ BBB+ TD At Maturity 21/11/2023 21/08/2024 5.40 1,000,000 
NAB AA- TD Annual 18/12/2023 18/09/2024 5.13 1,000,000 
AMP Bank BBB TD Annual 27/09/2022 26/09/2024 4.95 750,000 
ING Direct A TD At Maturity 16/10/2023 16/10/2024 5.23 2,000,000 
Commonwealth Bank AA- TD At Maturity 23/10/2023 23/10/2024 5.26 2,000,000 
ING Direct A TD At Maturity 15/11/2023 15/11/2024 5.48 2,000,000 
Suncorp A+ TD At Maturity 21/11/2023 21/11/2024 5.40 1,000,000 
Suncorp A+ TD At Maturity 28/11/2023 28/11/2024 5.50 2,000,000 
Suncorp A+ TD At Maturity 04/12/2023 04/12/2024 5.35 1,000,000 
Suncorp A+ TD At Maturity 13/12/2023 13/12/2024 5.30 2,000,000 
ING Direct A TD Annual 21/12/2023 18/12/2024 5.23 2,000,000 
ING Direct A TD At Maturity 10/01/2024 09/01/2025 5.22 1,000,000 
NAB AA- TD At Maturity 26/02/2024 26/02/2025 5.08 2,000,000 
ING Direct A TD At Maturity 22/11/2023 23/09/2025 5.35 1,000,000 
Suncorp A+ TD At Maturity 21/11/2023 21/11/2025 5.36 1,000,000 
ING Direct A TD At Maturity 04/12/2023 04/12/2025 5.25 1,000,000 
ING Direct A TD Annual 18/12/2023 18/12/2025 5.20 2,000,000 
ING Direct A TD Annual 10/01/2024 14/01/2026 4.96 1,000,000 
Westpac AA- CASH Monthly 29/02/2024 29/02/2024 4.25 9,493,398 

Totals                                                                                       
54,243,398 
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Restricted Funds Movements 
The restricted funds movement for this month and balances are presented in the table below. 

Cash and Investments Held Jan-24 Movement Feb-24 

Cash at Bank - Transactional Account       8,100,524  1,392,875       9,493,398  

Other Cash and Investments     42,750,000   2,000,000       44,750,000  
Total Portfolio Balance (agrees to Arlo Advisory report)     50,850,524  3,392,875      54,243,398  
Cash on Hand              6,110                  6,110  
Bank Reconciliation items (1,998,482) 718,694 (1,279,788) 
Book Value of Cash and Investments     48,858,152  4,111,568     52,969,720  
Developer Contributions     12,541,323  128,754      12,670,077  
Unexpended Grants       1,158,511  1,718,633       2,877,144  
Domestic Waste       3,976,804  1,750,745        5,727,549  
Blue Haven Terralong ILU Maintenance Levy       1,873,322  150,000       2,023,322  
Blue Haven Bonaira ILU Maintenance Levy         312,035  83,527          395,562  
Blue Haven RAC Prudential Liquidity Management       5,000,000          5,000,000  
Blue Haven Community Transport Vehicle         315,000             315,000  
Blue Haven Home Care Client credit Balance          193,817             193,817  
Crown Holiday parks       4,760,261  (7,723)       4,752,537  
Leisure Centre Unspent Loan Funding          500,000             500,000  
Stormwater Levy          228,947             228,947  
Security bonds, Deposits & Retentions       2,011,687  (13,344)        1,998,343  
Externally Restricted 32,871,707 3,810,591 36,682,298 
Council Elections            49,776               49,776  
Employee Leave Liabilities      3,367,000          3,367,000  
Land development       3,527,227          3,527,227  
Plant replacement                    -                           -    
Risk Improvement Incentive            99,097               99,097  
Waste Business Unit         865,308             865,308  
Waste and Sustainability         558,180             558,180  
Blue Haven ILU Prudential Cover       4,300,000          4,300,000  
Internally Restricted     12,766,587  0     12,766,587  
Unrestricted Funds 3,219,858 300,977 3,520,835 

 

February’s reserve movements include:  
- An increase in the Developer Contribution reserve of $129K 
- A decrease in the Crown Holiday Parks reserve of $8K 
- A decrease in the Security and Bonds, Deposits and Retentions reserve of $13K. 

The following transfers to reserves relate to 2022/23 end of year reserve balances 
calculations: 
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- An increase in the Unexpended Grants reserve of $1.7M 
- An increase in the Domestic Waste reserve of $1.8M 
- An increase in the Blue Haven Terralong ILU Maintenance Levy reserve of 150K 
- An increase in the Blue Haven Bonaira ILU Maintenance Levy of $84K 

The 2022/23 Draft Financial Statements are currently being finalised, with further adjustments 
expected to the reserves in the coming months. These adjustments stem from historical 
issues related to the delayed preparation of annual financial statements. The Council is 
actively addressing this issue to ensure timely compliance with statutory reporting deadlines, 
thereby resolving the underlying problem. 
Overall increase in cash is explained in unrestricted cash section of this report.  
Introduction of new External Restricted Reserve 
A new external restricted reserve in relation to the sale of land comprising former public 
roads is required. The recommendation to this report includes that such a reserve is 
established.    
Under the Roads Act 1993 Part 4 Division 6 Section 43.4, money received by council from 
the proceeds of sale of the land has restricted use toward acquiring land for public roads or 
for carrying out road work on public roads.  
Proceeds from sale of former public roads land are required to be transferred in this reserve 
under legislation mentioned above. This reserve will be subsequently used to fund various 
road works. 
 
Unrestricted Funds for Future Strategic or Operational Expenditure 

 
 
Council adopted an unbalanced 2023-24 Budget with an estimated unrestricted cash deficit 
of $8M. In other words, the budget anticipates an average monthly reduction in unrestricted 
cash of $667K.  As outlined in 2023-24 budget and LTFP, this unrestricted cash deficit will 
be offset by proceeds from sale of assets in line with the divestment strategy. As such, it is 
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anticipated for unrestricted cash balance to reduce during periods when no assets proceeds 
are being received. 
Council’s overall cash balance increased from $49M in January to $53M by the end of 
February despite anticipated deficit. This $4M increase is mainly associated with new RAD 
and ILU deposits and cash inflow from rates (third rates instalment was due in February). 
There were no significant RAD refunds processed in February. It is expected that positive 
cash inflow from Blue Haven will be offset by significant cash outflows in upcoming months 
(currently $2.8M are awaiting refund pending receipt of grant of probates). 
The unrestricted funds balance as at 29 February increased by $300K to $3.5M. This is in 
line with the overall cash increase in February. Overall net movement of unrestricted funds 
was affected by the above mentioned adjustments to reserves.  
The summary of transfers from internal reserves in order to replenish unrestricted cash as 
per previous Council resolutions is summarised below:  

Reference Date 
Effective 

Reserve Amount Reason 

23/126OC 30/04/2023 Land Development 
Reserve 

-5,000,000  insufficient unrestricted 
cash balance 

23/195OC 31/07/2023 Land Development 
Reserve 

-500,000  insufficient unrestricted 
cash balance 

23/256OC 31/08/2023 Land Development 
Reserve 

-1,800,000  insufficient unrestricted 
cash balance 

23/329OC 31/10/2023 Land Development 
Reserve 

-2,174,773 insufficient unrestricted 
cash balance 

23/365OC 30/11/2023 Land Development 
Reserve 

2,000,000 transfer to increase reserve 

24/018OC 29/02/2024 Land Development 
Reserve 

1,000,000 transfer to increase reserve 

  Total:   -6,474,773 
 

 
Consolidated Cash Position and Cash Flow Forecast 
Council’s Forecasted Cashflow was reviewed, updated, and presented to the Financial 
Advisory Committee in February. 
The below graph depicts the revised cash forecast for the coming 12 months, whilst 
comparing the current cash reserve balance to the predicted cash reserve balance. 
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Certification – Responsible Accounting Officer 
I hereby certify that the investments listed in this report have been made in accordance with 
Section 625 of the Local Government Act 1993, clause 212 of the Local Government 
(General) Regulation 2021 and Council’s Investment Policy. 
 
 
Olena Tulubinska 
Chief Financial Officer  
07/03/2024 
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Arlo Advisory Pty Ltd 
ABN: 55 668 191 795 
Authorised Representative of InterPrac Financial Planning Pty Ltd 
AFSL 246 638 
Phone: +61 2 9053 2987 
Email: michael.chandra@arloadvisory.com.au / melissa.villamin@arloadvisory.com.au  
125 Middle Harbour Road, East Lindfield NSW 2070 

 
 
 

 
Monthly Investment Review 

February 2024 
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Arlo Advisory – Monthly Investment Review  2 

 

Market Update Summary 
Financial markets continued their rally in February largely reflective of the overall continued easing in 
inflation globally. Focus remains on when central banks will begin their interest rate cuts this year. 

Over February 2024, movements for major bank term deposit rates were mixed compared to the previous 
month (January 2024). Major bank deposit rates dropped by as much as 16bp across the shorter-tenors 
(3-12 months), whilst flat across the medium term (2-3 years), and was slightly up by around 2-3bp across 
the longer-tenors (4-5 years). Interestingly, major bank deposit rates are approximately 10-22bp lower 
than what they were 6 months ago (August 2023), clearly pricing in the future rate cuts expected later 
this year.  

 
Source: Imperium Markets 

With a global economic downturn and multiple interest rate cuts being priced in coming years, investors 
should consider taking an ‘insurance policy’ against a potentially lower rate environment by investing 
across 2-5 year fixed deposits, targeting rates above or close to 4¾-5% p.a. (small allocation only). 
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Kiama Municipal Council’s Portfolio & Compliance 

Asset Allocation 

The majority of the portfolio is directed to term deposits (82.5%), with the remainder in cash (17.5%). 

Senior FRNs remain relatively attractive as spreads have generally widened over the past 2 years. New 
issuances may be considered again on a case by case scenario. In the interim, staggering a mix of fixed 
deposits between 9-12 months to 3 years remains a more optimal strategy to maximise returns over a 
longer-term cycle.  

With multiple rate cuts and a global economic downturn being priced in coming years, investors can 
choose to allocate a small proportion of longer-term funds and undertake an insurance policy against 
any potential future rate cuts by investing across 2-5 year fixed deposits, locking in and targeting yields 
close to or above 4¾-5% p.a. 

 

Term to Maturity 

The portfolio is highly liquid with the majority maturing within 1 year (~89%). We recommend a more 
diversified maturity profile to optimise the overall returns of the portfolio in the long-run.  

All the maturity policy allocations are compliant, with substantial capacity to invest in 1-3 year terms 
particularly amongst the higher rated ADIs. Where ongoing liquidity requirements permit, we recommend 
Council to invest a higher proportion in deposits with a minimum term of 9-12 months, with a smaller 
allocation to 2 year deposits. 
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Compliant Horizon Invested ($) Invested (%) Min. Limit (%) Max. Limit (%) Available ($) 

 0 - 365 days $48,243,398 88.94% 0% 100% $5,336,325 

 1 - 3 years $6,000,000 11.06% 0% 40% $13,961,034 

 3 - 5 years $0 0.00% 0% 30% $14,473,019 

 5 - 10 years $0 0.00% 0% 30% $14,473,019 

  $54,243,398 100.00%     

Counterparty 

As at the end of February, all individual counterparties are within limits and compliant. Overall, the 
portfolio is lightly diversified across the investment grade credit spectrum with zero exposure to the 
unrated ADI sector.  

Compliant Issuer Rating Invested ($) Invested (%) Max. Limit (%) Available ($) 

 CBA AA- $6,000,000 11.06% 40% $15,697,359 

 Westpac AA- $9,493,398 17.50% 40% $12,203,961 

 NAB AA- $12,000,000 22.12% 40% $9,697,359 

 Suncorp A+ $12,000,000 22.12% 30% $4,273,019 

 ING A $12,000,000 22.12% 30% $4,273,019 

 BoQ BBB+ $2,000,000 3.69% 15% $6,136,510 

 AMP  BBB $750,000 1.38% 15% $7,386,510 

   $54,243,398 100.00%    
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Fossil Fuel Investments 

What is Council’s current exposure to institutions that fund fossil fuels? 

Using the following link http://www.marketforces.org.au/banks/compare, based on the Council’s 
investment portfolio balance as at 29/02/2024 (~$54.2m), we can roughly estimate that ~74% of the 
institutions invested have some form of exposure. Note this is purely based on the 
institution/counterparty and not the actual underlying investments themselves. 

Council’s exposure is summarised as follows: 

Counterparty Rating Funding Fossil Fuel 

CBA AA- Yes 
WBC AA- Yes 
NAB AA- Yes 
Suncorp A+ No 
ING A Yes 
BoQ BBB+ No 
AMP Bank BBB Yes 

Source: https://www.marketforces.org.au/info/compare-bank-table/ 
 

 Summary Amount Invested % 

Yes $40,243,398 74% 
No $14,000,000 26% 
 $54,243,398 100% 

 

Transition to investments without major exposure to fossil fuels 

Council has not made a formal decision to divest from the current portfolio of investments which have 
exposure to fossil fuels. To do so would have unfavourable implications to the credit quality, rating and 
interest income forecasts. 

However, where possible, and within the ministerial and policy guidelines, Council will continue to favour 
newly issued fossil fuel free investment products, providing it does not compromise the risk and return 
profile. 

In time, it is Councils intention to move to a more balanced portfolio which has less exposure to fossil 
fuels, providing it is prudent to do so. 

What would be implications on our portfolio credit rating? 

By adopting a free fossil fuel policy or an active divestment strategy, this would eliminate the major banks 
rated “AA-“ as well as some other potential “A” rated banks (e.g. Macquarie and ING). Council would be 
left with a smaller sub-sector of banks to choose to invest with. 
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What would be risks and implications on Council’s portfolio performance? 

Some implications include: 

 High concentration risk – limiting Council to a selected number of banks; 
 Increased credit/counterparty risk; 
 May lead to a reduction in performance (e.g. should Council choose to invest in securities, most 

of the senior FRN issues are with the higher rated ADIs); 
 Underperformance compared to other Councils which could result in a significant loss of income 

generated – could be in excess of hundreds of thousands of dollars per annum. 

It may actually be contrary to Council’s primary objective to preserve capital as the investment portfolio’s 
risk would increase (all things being equal). Council may not be maximising its returns – this is one of the 
primary objectives written in the Investment Policy.  

Credit Quality 

The portfolio is diversified from a credit ratings perspective, with exposure down to the BBB category. All 
ratings categories are within the Policy limits: 

Compliant Credit Rating Invested ($) Invested (%) Max. Limit (%) Available ($) 

 AAA Category $0 0.0% 100% $54,243,398 

 AA Category $27,493,398 50.7% 100% $26,750,000 

 A Category  $24,000,000 44.2% 70% $13,970,379 

 BBB Category $2,750,000 5.1% 30% $13,523,019 

 Unrated Category $0 0.0% 0% $0 

  $54,243,398 100.0%    
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Performance 

Council’s performance (excluding cash holdings) for the month ending February 2024 is summarised as 
follows: 

Performance (Actual) 1 month 3 months 6 months FYTD 1 year 

Official Cash Rate 0.34% 1.07% 2.11% 2.80% 4.09% 

AusBond Bank Bill Index 0.34% 1.09% 2.12% 2.88% 4.10% 

Council’s Portfolio^ 0.42% 1.29% 2.53% 3.25% 4.45% 

Outperformance 0.08% 0.20% 0.40% 0.37% 0.35% 

^Total portfolio performance excludes Council's cash account holdings. 

Performance (Annualised) 1 month 3 months 6 months FYTD 1 year 

Official Cash Rate 4.35% 4.35% 4.27% 4.22% 4.09% 

AusBond Bank Bill Index 4.42% 4.43% 4.31% 4.34% 4.10% 

Council’s Portfolio^ 5.42% 5.28% 5.13% 4.90% 4.45% 

Outperformance 0.99% 0.85% 0.82% 0.56% 0.35% 

^Total portfolio performance excludes Council's cash account holdings. 

For the month of February, excluding cash, the total portfolio provided a return of +0.42% (actual) or 
+5.42% p.a. (annualised), outperforming the benchmark AusBond Bank Bill Index return of +0.34% (actual) 
or +4.42% p.a. (annualised). The monthly performance has improved over the recent months reflective of 
the maturity of lower yielding term deposits that are being replaced by higher yielding term deposits, 
providing greater overall returns to the portfolio. 
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Recommendations for Council 

Term Deposits 

Going forward, Council may consider altering its longer-term strategy by placing a slightly larger 
proportion of deposits and stagger investments across 12-24 months terms. Over a cycle and in a normal 
market environment, this may earn up to ¼-½% p.a. higher compared to purely investing in shorter tenors. 
There is a growing belief that multiple rate cuts and a global economic downturn is not too far away and 
so locking in rates above or close to 4¾-5% p.a. across 2-3 year tenors may provide some income 
protection against a lower rate environment. 

As at the end of February 2024, Council’s deposit portfolio was yielding around 5.22% p.a. (down 1bp from 
the previous month), with a weighted average duration of 236 days (~8 months). We commend Council 
for improving its weighted average duration in recent months reflective of investments in high 
yielding term deposits in 1 and 2 year tenors.  We continue to recommend Council to increase the 
portfolio’s duration closer to 9 months incrementally over the current financial year (with a view to 
extending closer to 12 months in the medium-term).  

Please refer to the section below for further details on the Term Deposit market. 

Securities 

Primary (new) FRNs (with maturities between 3-5 years) continue to be appealing (particularly for those 
investors with portfolios skewed towards fixed assets) and should be considered on a case by case 
scenario. 

Please refer to the section below for further details on the FRN market. 
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Term Deposit Market Review 

Current Term Deposits Rates 

As at the end of February, we see value in the following: 

Index LT Credit Rating Term Rate % p.a. 

ING A 5 years 5.04% 

BoQ BBB+ 5 years 5.00% 

ING A 2 years 4.95% 

BoQ BBB+ 4 years 4.95% 

ING A 4 years 4.92% 

Australian Unity BBB+ 2 years 4.90% 

ING A 3 years 4.87% 

Suncorp A+ 2 years 4.85% 

BoQ BBB+ 2 years 4.85% 

Westpac AA- 5 years 4.82% 

Westpac AA- 2 years 4.82% 

NAB AA- 2 years 4.75% 

The above deposits are suitable for investors looking to maintain diversification and lock-in a slight 
premium compared to purely investing short-term. 

For terms under 12 months, we believe the strongest value is currently being offered by the following ADIs 
(we stress that rates are indicative, dependent on daily funding requirements and different for industry 
segments): 

  



Item 14.2 - Statement of Investments: February 2024  Attachments 1 - February 2024 
Investment Report 

Page 115 

A
tta

ch
m

en
t 1

 
Ite

m
 1

4.
2 

 

  

 

 

Arlo Advisory – Monthly Investment Review  10 

 

Index LT Credit Rating Term Rate % p.a. 

NAB AA- 5-8 months 5.10% 

ING A 12 months 5.08% 

Suncorp A+ 6 months 5.08% 

NAB AA- 12 months 5.05% 

Westpac AA- 12 months 5.05% 

Suncorp A+ 9 months 5.05% 

BoQ BBB+ 9 months 5.05% 

Hume Bank BBB+ 12 months 5.04% 

Bendigo BBB+ 9 months 5.03% 

BoQ BBB+ 6 months 5.00% 

If Council does not require high levels of liquidity and can stagger a proportion of its investments across 
the longer term horizons (1-5 years), it will be rewarded over a longer-term cycle. Investing a spread of 12 
months to 3 year horizons is likely to yield, on average, up to ¼-½% p.a. higher compared to those investors 
that entirely invest in short-dated deposits (under 6-9 months). 

With a global economic slowdown and rate cuts being priced in coming years, investors should strongly 
consider and allocate some longer term surplus funds to undertake an insurance policy by investing 
across 2-5 year fixed deposits and locking in rates close to or above 4¾-5% p.a. This will provide some 
income protection with central banks now likely to cut rates at some stage later this year. 
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Term Deposits Analysis 

Pre-pandemic (March 2020), a 'normal' marketplace meant the lower rated ADIs (i.e. BBB category) were 
offering higher rates on term deposits compared to the higher rated ADIs (i.e. A or AA rated). But due to 
the cheap funding available provided by the RBA via their Term Funding Facility (TFF) during mid-2020, 
allowing the ADIs to borrow as low as 0.10% p.a. fixed for 3 years, those lower rated ADIs (BBB rated) did 
not require deposit funding from the wholesale deposit. Given the higher rated banks had more capacity 
to lend (as they have a greater pool of mortgage borrowers), they subsequently were offering higher 
deposit rates. In fact, some of the lower rated banks were not even offering deposit rates at all. As a result, 
most investors placed a higher proportion of their deposit investments with the higher rated (A or AA) 
ADIs over the past three years. 

Term Deposit Rates – 12 months after pandemic (March 2021) 

 
Source: Imperium Markets 

The abnormal marketplace experienced during the pandemic is starting to reverse as the competition for 
deposits slowly increases. In recent months, we have started to periodically see some of the lower rated 
ADIs (“A” and “BBB” rated) offering slightly higher rates compared to the domestic major banks (“AA” 
rated) on different parts of the curve (i.e. pre-pandemic environment). Some of this has been attributed 
to lags in adjusting their deposit rates as some banks (mainly the lower rated ADIs) simply set their rates 
for the week.  
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Going forward, Council should have a larger opportunity to invest a higher proportion of its funds with the 
lower rated institutions (up to Policy limits), from which the majority are not lending to the Fossil Fuel 
industry. We are slowly seeing this trend emerge, although the past few months have been an exception, 
with the major banks repricing more rapidly to the movement in the bond market than their lower rated 
counterparts. This reversed somewhat over the past few months with the lower rated institutions (mainly 
“A” rated) lagging the major banks in dropping their rates: 

Term Deposit Rates – Currently (February 2024) 

 
Source: Imperium Markets 

Regional & Unrated ADI Sector 

Ratings agency S&P has commented that "mergers remain compelling for mutuals lenders" in providing 
smaller lenders greater economies of scale and assisting them in being able to price competitively and 
will see “the banking landscape will settle with a small number of larger mutual players".  S&P expects 
that consolidation to continue over the next two years. 

We remain supportive of the regional and unrated ADI sector (and have been even throughout the post-
GFC period). They continue to remain solid, incorporate strong balance sheets, while exhibiting high levels 
of capital – typically, much higher compared to the higher rated ADIs. Some unrated ADIs have up to 
25-40% more capital than the domestic major banks, and well above the Basel III requirements.  
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Overall, the lower rated ADIs (BBB and unrated) are generally now in a better financial position then they 
have been historically (see the Capital Ratio figure below). The financial regulator, APRA has noted that 
the Common Equity Tier 1 capital of Australian banks now exceeds a quarter of a trillion dollars. It has 
increased by $110 billion, or more than 70%, over the past ten years. Over the same time, banks’ assets 
have grown by 44%. Some of the extra capital is supporting growth in the banking system itself but clearly, 
there has been a strengthening in overall resilience and leverage in the system is lower.  

We believe that deposit investments with the lower rated ADIs should be considered going forward, 
particularly when they offer ‘above market’ specials. Not only would it diversify the investment portfolio 
and reduce credit risk, it would also improve the portfolio’s overall returns. The lower rated entities are 
generally deemed to be the more ‘ethical’ ADIs compared to the higher rated ADIs. 

In the current environment of high regulation and scrutiny, all domestic (and international) ADIs continue 
to carry high levels of capital. There is minimal (if any) probability of any ADI defaulting on their deposits 
going forward – this was stress tested during the GFC and the pandemic period.  APRA’s mandate is to 
“protect depositors” and provide “financial stability”. 

 
 

  



Item 14.2 - Statement of Investments: February 2024  Attachments 1 - February 2024 
Investment Report 

Page 119 

A
tta

ch
m

en
t 1

 
Ite

m
 1

4.
2 

 

  

 

 

Arlo Advisory – Monthly Investment Review  14 

 

Senior FRNs Market Review 
Over February, amongst the senior major bank FRNs, physical credit securities tightened by around 3-7bp 
at the long-end of the curve. Major bank senior securities remain at fair value on a historical basis (5yr 
margins around +93bp level).  

 
Source: IBS Capital 

During the month, there were several new (primary) issuances including: 

• Heritage (BBB) 3 year senior FRN at +160bp 
• Newcastle Greater (BBB) 5 year senior FRN at +185bp 
• Bank Australia (BBB) 4 year senior FRN at +170bp 
• DBS Bank (AA-) 3 year senior security at +77bp 
• Rabobank Australia Branch (A+) 3 & 5 year senior security at +87bp and +103bp respectively 
• MUFG Bank Sydney Branch (A) 3 & 5 year senior FRN at +85bp and +99bp respectively 
• Members Banking Group (RACQ Bank) (BBB+) 3 year senior FRN at +160bp 
• OCBC Sydney Branch (AA-) 3 year senior FRN at +72bp 
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Amongst the “A” rated sector, the securities tightened by around 12-20bp at the longer-end of the curve, 
whilst the “BBB” rated sector widened by around 12bp at the 3 year part of the curve. Overall, credit 
securities are looking much more attractive given the widening of spreads over the past 2 years and as 
more primary issuances become available. FRNs will continue to play a role in investors’ portfolios mainly 
on the basis of their liquidity and the ability to roll down the curve and gross up returns over ensuing 
years (in a relatively stable credit environment). 

Senior FRNs (ADIs) 29/02/2024 31/01/2024 

“AA” rated – 5yrs +93bp +96bp 

“AA” rated – 3yrs +73bp +80bp 

“A” rated – 5yrs +105bp +125bp 

“A” rated – 3yrs +87bp +99bp 

“BBB” rated – 3yrs +160bp +148bp 

Source: IBS Capital 

We now generally recommend switches (‘benchmark’ issues only) into new primary issues, out of the 
following senior FRNs that are maturing: 

 On or before early 2026 for the “AA” rated ADIs (domestic major banks);  
 On or before early 2025 for the “A” rated ADIs; and 
 Within 6-9 months for the “BBB” rated ADIs (consider case by case). 

Investors holding onto the above senior FRNs (‘benchmark’ issues only) in their last few years are now 
generally holding sub optimal investments and are not maximising returns by foregoing realised capital 
gains. In the current challenging economic environment, any boost in overall returns should be locked in 
when it is advantageous to do so, particularly as switch opportunities become available. 
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Senior Fixed Bonds – ADIs (Secondary Market) 
With global inflation still high by historical standards, this has seen a significant lift in longer-term bond 
yields over the past 2 years (valuations have fallen) as markets have reacted sharply.  

This has resulted in some opportunities in the secondary market. We currently see value in the following 
fixed bond lines, with the majority now being marked at a significant discount to par (please note supply 
in the secondary market may be limited on any day): 

ISIN Issuer Rating Capital 
Structure 

Maturity 
Date 

~Remain. 
Term 
(yrs) 

Fixed 
Coupon  

Indicative 
Yield 

AU3CB0278174 UBS A+ Senior 26/02/2026 1.99 1.10% 5.01% 

AU3CB0280030 BoQ BBB+ Senior 06/05/2026 2.18 1.40% 5.16% 

AU3CB0299337 Bendigo BBB+ Senior 15/05/2026 2.21 4.70% 5.08% 

AU3CB0296168 BoQ BBB+ Senior 27/01/2027 2.91 4.70% 5.13% 
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Economic Commentary 

International Market 

Financial markets continued their rally in February largely reflective of the overall continued easing in 
inflation globally. Focus remains on when central banks will begin their interest rate cuts this year. 

Across equity markets, the S&P 500 Index gained +5.17% over the month, whilst the NASDAQ surged 
+6.12%. Europe’s main indices also experienced material gains, led by Italy’s FTSE MIB (+7.34%), Germany’s 
DAX (+4.58%), and France’s CAC (+3.54%). UK’s FTSE (-0.01%) was the exception, which was largely flat 
against the rally in global equity markets. 

In the US, January CPI was +0.3% m/m vs +0.2% expected, with the core reading at +0.4% m/m (+2.8% 
y/y) vs +0.3% expected. 

In Europe, the CPI was +2.8% y/y in January, down from +2.9% y/y recorded in December. Additionally, 
wage growth declined to +4.5% y/y in January (from +4.7% the previous month).  

UK CPI data for January also came in lower than expected, where the headline rate held at +4.0% 
(expected +4.1%), as did core at +5.1% (versus +5.2% expected). UK Q4 GDP fell -0.3% in Q4 following 
the -0.1% contraction in Q3, resulting in a technical recession. The UK labour market data was stronger 
than expected, with the unemployment rate 0.2% lower than expected at 3.8% and wages inflation not 
falling as fast as expected.  

Canadian CPI was +2.9% in January from a year ago, which was much lower than the expected +3.3%. 
Additionally, unemployment in Canada fell to 5.7% vs. 5.9% expected and employment was +37.5k vs. 
+15.0k expected.   

Whilst in Japan, core CPI eased to +2.0%y/y in January compared with +2.3%y/y in December.   

In China, the People’s Bank of China lowered the five-year loan prime rate by 25bp to 3.95%.  This surprise 
cut is aimed to revive China’s property sector as it could improve affordability for buyers by lowering 
mortgage rates.   

The MSCI World ex-Aus Index rose +4.22% for the month of February: 

Index 1m 3m 1yr 3yr 5yr 10yr 

S&P 500 Index +5.17% +11.57% +28.36% +10.17% +12.85% +10.61% 

MSCI World ex-AUS +4.22% +10.43% +23.37% +7.12% +10.01% +7.31% 

S&P ASX 200 Accum. Index +0.79% +9.39% +10.64% +9.32% +8.61% +7.95% 

Source: S&P, MSCI 
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Domestic Market 

According to the RBA February Board meeting minutes, the Board had considered to hike the cash rate 
by 25bp or to hold steady; however, it ultimately decided to hold the cash rate steady given recent signs 
inflation had moderated further. However, the minutes stated, “it was not yet possible to rule in or out 
further increases in interest rates” and it would take “some time” to have sufficient confidence inflation 
was on track. 

The monthly consumer price index (CPI) fell -0.3% in January, leaving the annual rate unchanged at +3.4% 
y/y (which was lower than market expectations of +3.6% y/y). When excluding volatile items, the annual 
rise was +4.1%, down from +4.2% recorded in December. 

The Wage Price Index (WPI) was +0.9% over the December 2023 quarter and +4.2% over calendar 2023 
(the highest annual growth since the March 2009 quarter). The annual growth in the WPI exceeded 
forecasts and was driven by newly-implemented enterprise agreements in the public sector. Wages 
growth in the public sector rose by +4.3% y/y, outpacing the +4.2% y/y wages growth in the private sector. 

The unemployment rate rose to 4.1% from 3.9% (consensus 4.0%), though unrounded it rose only by 0.1% 
to 4.0577%. Employment growth was flat at +0.5k vs. the +25.0k consensus, and hours worked fell sharply 
by -2.5% m/m. The participation rate also fell by 0.1% to 66.8% from 66.9% and underemployment rose 
by 0.1% to 6.6%. 

Retail sales increased +1.1% m/m in January, which was lower than expectations of +1.6% m/m, but 
rebounded from the -2.7% recorded in December. 

Dwelling approvals fell sharply in December by -9.5% m/m, driven by a sharp fall in the volatile non-house 
component (i.e. apartments; -25.3% m/m). 

The December goods trade surplus fell slightly to $10.96bn from $11.8bn (consensus $10.5bn). The largely 
on consensus print was driven by a partial rebound in imports (+4.8% m/m after last month’s -8.4%; or 
$1.7bn). 

The Australian dollar slightly fell -0.84%, finishing the month at US65.19 cents (from US65.74 cents the 
previous month). 

Credit Market 

The global credit indices tightened over February as risk markets continued their rally. They are now back 
to their levels in early 2022 (prior to the rate hike cycle from most central banks): 

Index February 2024 January 2024 

CDX North American 5yr CDS 52bp 55bp 

iTraxx Europe 5yr CDS 55bp 60bp 

iTraxx Australia 5yr CDS 64bp 68bp 

Source: Markit 
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Fixed Interest Review 

Benchmark Index Returns 

Index February 2024 January 2024 

Bloomberg AusBond Bank Bill Index (0+YR) +0.34% +0.37% 

Bloomberg AusBond Composite Bond Index (0+YR) -0.30% +0.21% 

Bloomberg AusBond Credit FRN Index (0+YR) +0.53% +0.44% 

Bloomberg AusBond Credit Index (0+YR) +0.05% +0.41% 

Bloomberg AusBond Treasury Index (0+YR) -0.36% +0.16% 

Bloomberg AusBond Inflation Gov’t Index (0+YR) -0.48% -0.69% 

Source: Bloomberg 

Other Key Rates 

Index February 2024 January 2024 

RBA Official Cash Rate 4.35% 4.35% 

90 Day (3 month) BBSW Rate 4.34% 4.35% 

3yr Australian Government Bonds 3.71% 3.56% 

10yr Australian Government Bonds 4.14% 4.02% 

US Fed Funds Rate 5.25%-5.50% 5.25%-5.50% 

2yr US Treasury Bonds 4.64% 4.27% 

10yr US Treasury Bonds 4.25% 3.99% 

Source: RBA, ASX, US Department of Treasury 
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90 Day Bill Futures 

Bill futures increased across the board this month, following the movement in the global bond market. 
The focus from the market remains on when the first rate cut will be delivered: 

 
Source: ASX 
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Fixed Interest Outlook 
There is uncertainty when central banks will start to cut official rates in 2024. The latest minutes of the 
US Federal Reserve’s latest meeting stated significant progress has been made to date on inflation; 
however, policymakers noted “restrictive” policy has more work to do. This suggests the Fed is therefore 
in no rush to cut rates as it wants to see more evidence inflation is firmly on a downward path to the 2% 
target before lowering interest rates. Financial markets are currently pricing in around 80bp of US Fed 
rate cuts in 2024, with the first cut expected at the Fed’s July meeting. 

Domestically, the RBA currently remains on a mild tightening bias and appears to be comfortable with the 
current level of the cash rate being restrictive enough. The RBA February Board meeting minutes stated, 
“it was not yet possible to rule in or out further increases in interest rates” and it would take “some time” 
to have sufficient confidence inflation was on track. The Board therefore wants to keep the optionality in 
the event of future shocks. Nevertheless, financial markets anticipate the RBA to cut rates by year end.   

Over the month, longer-term yields rose up to 15bp at the very long end of the curve: 

 
Source: ASX, RBA 
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The consensus from the broader market is that we have reached the peak of the interest rate cycle, with 
financial markets pricing in the first rate cut by October 2024: 

 
Source: ASX 

 

 

DISCLAIMER 

This document has been prepared by Arlo Advisory Pty Ltd ("Arlo"), ABN 55 668 191 795, an authorised representative of InterPrac Financial 
Planning Pty Ltd (ABN 14 076 093 680) AFS Licence No. 246638. Arlo provides fixed income investment advisory services to wholesale 
investors only. The information in this document is intended solely for your use. This document may not otherwise be reproduced and must 
not be distributed or transmitted to any other person or used in any way without the express approval of Arlo. 

General Advice Warning 

The information contained in this document is general in nature and does not take into account your individual investment objectives and 
adopted policy mandate.  Arlo monitors the fixed income market and recommends the best rates currently available to the investors. You 
are responsible for deciding whether our recommendations are appropriate for your particular investment needs, objectives and financial 
situation and for implementing your decisions. 

Accuracy & Reliability of Information 

Arlo sources and uses information provided by third parties from time to time, including from Imperium Markets Pty Ltd ABN 87 616 579 527, 
a sister company of Arlo. Although every effort has been made to verify the accuracy of the information contained in this document, Arlo, 
its officers, employees and agents disclaim all liability (except for any liability which by law cannot be excluded), for any error, inaccuracy in, 
or omission from the information contained in this document or any loss or damage suffered by any person directly or indirectly through 
relying on this information. 
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14.3 Half Yearly Report - Delivery Program and Operational Plan - July 2023 to 
December 2023 

CSP Objective: Outcome 5.2: Governance is transparent and builds trust 
CSP Strategy: 5.2.4 Develop an Outcomes Measurement Framework to 

meaningfully measure how the actions and strategies of the CSP 
and other documents impact on the delivery of the community 
vision. 

Delivery Program: 5.2.4.1 Develop an Outcomes Measurement Framework.   
 
Summary 
This report provides an update on progress of the 2022 – 2026 Delivery Program and 
2023-2024 Operational Plan for the July to December 2023 period. 
Financial implication 
The annual Operational Plan is aligned with the corresponding Budget process.  
Risk implication 
This reports details achievement of Delivery Program and Operational Plan activities.  
Areas which are not significantly progressed or complete may impact operational or 
strategic objectives.   
Policy 
Local Government Act 1993 
Consultation (internal) 
All Council departments contributed to the development of the Operational Plan and 
updates in this report. 
Communication/Community engagement 
The Delivery Program 2022-2026 and Operational Plan 2023-2024 were developed 
following engagement with the community and were adopted after being placed on 
public exhibition for 28 days. 
 

Attachments 
1 DP-OP Jul to Dec 2023 for Council report⇩  
Enclosures 
Nil 

 

RECOMMENDATION 

That Council notes the half-yearly progress report of the Delivery Program 2022-
2026 and the Operational Plan 2023-2024 for the period July to December 2023  
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Background 
In accordance with the Local Government Act 1993, this Delivery Program and 
Operational Plan Progress Report provides Councillors and the community with 
information reflecting progress towards the adopted strategies of Council’s four-year 
Delivery Program and ten-year Community Strategic Plan. 
Attached for Councillors information is the half-yearly progress report on the Delivery 
Program 2022-2026 and Operational Plan 2023-2024. 
 

 
 

There are a total of 237 actions in the Delivery and Operational Plan (DPOP). The 
chart above shows: 

• 10% (24) actions complete or near complete. 

• 70% (167) actions are significantly progressed.  

• 15% (35) actions have commenced. 

• 1% (2) actions are behind target. 

• 4% (9) actions are not yet due to for commencement. 
Given we are at the midway point of the delivery cycle, with 80.2% of actions either 
complete or having significant progress and a further 9% not yet due to begin, council 
and our community will be able to observe, enjoy or derive benefit from the many 
improvements to date and during the upcoming six months. 
Some key highlights achieved include: 
• A framework encouraging and supporting volunteers with Council on a range of 

programs and activities has been developed and implemented. 

9

2

35

167

24

Overall DP/OP Progress

Not yet due Behind Target Commenced Significant Progess Complete/Near Complete
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• Kiama Leisure Centre service review is well progressed. The completion of 
consultation, interviews and the scope of works has occurred. A draft report has 
been developed, including recommendations and findings. This report is being 
provided to both the Finance Advisory Committee and Council before being 
finalised. 

• Council hosted the 2023 Local Government Regional NAIDOC Week Awards at 
The Pavilion, on Saturday 29 July 2023. The Regional NAIDOC Week Awards is 
delivered annually in partnership with Shellharbour City Council, Wollongong City 
Council and Shoalhaven City Council. Themed 'For Our Elders', the event 
comprised of cultural activities, performances, and the Award presentation. The 
event was attended by approximately two hundred members of the Aboriginal 
community, Elders, dignitaries, the wider community, community services and 
government agencies. 

• Council is working toward development of its first Reconciliation Action Plan 
(RAP). This work is guided by the Reconciliation Australia's RAP Framework and 
will be developed in consultation with the local community members. 

• The Kiama Heritage Planning Proposal was adopted and placed in the NSW 
Government Gazette this quarter. This Planning Proposal introduced several 
additional heritage items into the Local Environmental Plan. It also created two 
Heritage Conservation Areas in the Kiama Town Centre. 

• The Stage 3 Kiama Coastline Coastal Management Program (CMP) Report has 
been completed and made publicly available on Council website. 

• Erosion control measures for the Blue Angle Creek in Seven Mile Beach Holiday 
Park were completed in December 2023. 

• Contemporary Bushfire Mapping has been published in accordance with NSW 
Rural Fire Service's requirement. Bushfire mapping project completed in 2022/23 
ahead of schedule. 

• Council's Economic Development staff successfully delivered the Careers at 
Council program, which saw 80 students from Kiama High School experience 
work in different functional areas within council. 

• Council Work Experience Program updated by Economic Development and 
Human Resources Teams. 

• The 2024 Kiama Visitor Guide was launched in December 2023 and is distributed 
from the Kiama Visitor Information Centre, locally to partner businesses, and 
statewide via our distribution company to hotels and visitor touch points around 
NSW. 

• A great start to the year with the Red Hot Summer Tour, Kiama Show and a 
Mathematical Conference for 4 days taking place which generated economic 
growth within the local area with accommodation and tourist attractions by 
delegates and alike. 
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• A Draft Agritourism Development Control Plan chapter has been drafted and 
exhibited. 

• The annual road safety action plan was approved for funding by Transport for 
NSW in Quarter 1 and actions are progressing. 

• Road safety programs have been undertaken for Learner Driver training and 
another round is programmed for April 2024 and National Road Safety Week 
events in May 2024. 

• Hopwood report 'review of governance arrangements' substantially complete and 
reported to the Audit, Risk and Improvement Committee. 

• Asset conditions assessment of road and associated infrastructure has been 
completed. 

• The Akuna Street car park sale settled in November 2023 for $5.5 million 
(excluding GST) making a significant contribution towards the 2023/24 budget for 
income through the divestment of land assets. 

• The Tender Process for the sale of Blue Haven has been undertaken. A report to 
Council was presented in February 2024. 

• Kiama Council's first Media Strategy developed and put on public exhibition in 
Oct-Nov for comment.   

• Complaints handling policy on exhibition December 2023, followed by 
endorsement in January 2024.  

• The final compliance report was submitted to the Office of Local Government on 
30 June 2023. The Minister is reviewing the submitted reports and appointed an 
independent reviewer. Council is working with the Office of Local Government as 
they complete this process. Note the independent reviewer will be onsite during 
January 2024 and their report provided to OLG.  

Activities not commenced. 
The tables below reflect the actions that have not commenced (<7%) in this period, 
highlighted as possible risks in the context of meeting objectives and complying with 
legislation. 
 

Code Action Comment 

1.1.1.1.3 Implement Council's Grants 
and Donations Policy and 
Programs. 

The Cultural Grants program is currently in 
review as Council implements a new policy 
and procedures framework across all grant 
programs, as such this action is not yet due 
for commencement. 
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Code Action Comment 

2.1.3.2.2 Undertake scoping of 
Kiama Coastal Walk 
extension from Gerringong 
to Gerroa to support the 
lodgment of a funding 
submission with State 
Government 

These works are programmed for Quarter 3 
and 4 of the current planning cycle (first 
half 2024). 

2.2.1.1.2 Undertake a town centre 
planning study for the 
township of Gerringong. 

Due to resourcing constraints during the 
current financial year and other Strategic 
Planning priorities, this project is not 
anticipated to commence until next financial 
year and will likely form part the LEP and 
DCP reviews rather than a stand-alone 
item.  

2.3.1.1.2 Undertake Service Review 
of Waste Services and 
operations. 

A consultant for the service review has 
been engaged and the project is 
programmed to be completed by May 2024. 

2.3.2.1.1 Implement Regional Litter 
Grant as managed by 
Illawarra Shoalhaven Joint 
Organisation (ISJO). 

This grant was not applied for by ISJO. No 
longer relevant. 

2.4.1.1.3 Update Development 
Control Plan and Policy 
frameworks to reflect State 
government policy direction 
on resilience and natural 
disasters. 

This action has not commenced. It will be 
informed by the completion of the Kiama 
Coastal Management Plan and work being 
undertaken by the ISJO on natural hazards 
and the best practice management and 
resilience to them in the region. 

3.1.4.1.1 Develop an agricultural 
lands strategy. 

Council is yet to develop an agricultural 
lands strategy. This will likely commence 
following the finalisation of the Housing and 
Growth strategy which is due to start with 
extensive community engagement next 
quarter. 

4.3.1.1.2 Maintain currency of 
information about the 
accessibility of Council's 
public toilets, on the 
National Public Toilets 
Register. 

Registry will be updated by end of financial 
year should our public toilet inventory or 
status change. 

4.3.2.2.4 Review priority actions from 
Draft Traffic and Parking 
Study for Kiama Town 

Anticipate quarter 3 or 4 of the current 
planning period (first half of 2024) 
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Code Action Comment 
Centre for further 
investigation and action 
including paid parking 
options. 

5.2.4.1.1 Develop a suite of 
community indicators to 
enable council to measure 
how effectively we are 
working towards the 
objectives of the 
Community Strategic Plan. 

Rather than developing a suite of indicators 
for Kiama Council, we will aim to participate 
in the Local Government Professionals 
Performance Excellence Program which 
include the Comparative Council Analysis 
Tool (CCAT).  The CCAT gives councils the 
ability to sub-segment results at a deeper 
level so they are able to benchmark across 
clusters of councils with a similar size or 
characteristics.  The next program 
commences July 2024, so this action will 
not be completed this year. 

5.3.1.1.5 Implement Human 
Resources (HR) module of 
TechnologyOne program. 

The final HR modules remain outstanding 
as IT and project resources were unable to 
be allocated this period. It is being 
considered in new planning processes and 
anticipated in the next 6 months. 

5.3.2.1.5 Establish a Project 
Management Office (PMO) 
that supports continuous 
improvement and oversight 
of projects across all areas 
of Council. 

The PMO roles were advertised three times 
and a regional solution considered, but 
without that taken up CEO re-considering 
use of resources. 
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