
Executive Summary: Community Review of the 2018/19 Budget Draft 

Review of the 2018/19 budget presents an opportunity for exercising community oversight of the Monash council’s 

governance performance in budget planning. Hence, we commemorate Monash council for this community 

participation. However, the acid test remains, ie to prove the review is not a tokenistic and click-box activity and that 

budget planning conduct and results demonstrate good governance principles. Our review results identified gaps in 

good governance in the budget plan. 

Advocating for the Monash community, Monash Ratepayers appraised the budgeted estimates for the next 4 years, 

including comparing them with the financial forecasts submitted to the Essential Service Commission (ESC), which 

seeks to request a higher rate variation from the cap. 

We conclude from the budget analysis findings that: 

• Monash Council’s proposal to increase average rate above the cap is unnecessary, because the annual $1.5 

million shortfall in waste costs1 can be readily absorbed by reducing the 2018/19 budgeted surplus and/or 

unrestricted cash provisions for the next four years. 

 

 

 

• In the next Strategic Planning Cycle (4 years), the council is not demonstrating resolve to deliver efficiencies 

to the Monash community. Efficiency is a principle of good governance and is embedded in the LG Act as an 

attribute of a council’s legislated objectives and governance performance. Hence it is critical the Fair Go Rate 

continues to cap rates, as a good governance oversight and intervention mechanism, to strengthen 

encouraging Monash Council to improve its productivity and efficiency in the longer future. 

 

We conclude that the 2018/19 budget draft is not a community responsive and responsible budget. We highly 

recommend changes to be made, to address the identified governance deficiencies. 

    

                                                           
1 Because of China’s ban on receiving foreign recycled materials, the Mayor has claimed that there is an increase cost of $1.5 
million that council must fund annually for continuing its recycling service.  



2018/19 Budget Analysis 

Background 

In early 2018, China enforced a ban on importing foreign recycled trash. As a result, all councils are affected by this 

ban, which has increased their recurring recycling costs. Mayor Klisaris has claimed that there is an increase cost of 

$1.5 million2 that council must additionally fund annually, to continue its recycling service. In March, the council 

quickly locked a contract with Visy for the next 2 years, which obliges it to pay the additional annual $1.5 million. He 

claimed that council with the lowest rates in Victoria has limited choices in how it can fund the unexpected shortfall 

in recycling waste cost. No financial evidence was released to support this claim. The presented limited choices were: 

1. Increasing the average rate above the legislated cap (2.25%) to 3.53%. However, this involves applying a rate 

variation to the ESC for approval. 

2. Introducing a new waste charge, if ESC rejects the council’s application because it falls to meet ESC’s 

governance-based approval criteria. 

In Nov/Dec 2017, Cr Lake proposed a motion to introduce a separate environmental aka waste management charge 

(CIV based) in addition to a bin charge by changing the configuration of household and recycled waste collections. A 

community engagement program was organised, and majority of people did not accept the dubious scheme as a 

catalyst for introducing a new waste charge. Consequently, Cr Lake’s proposition was out voted. 

In Feb/Mar 2018, China’s ban on foreign trash returned the agenda for decision making. The Mayor led the agenda, 

which was voted, to propose either increasing average rate to 3.53% or introduce a new waste charge to make up 

the shortfall of $1.5 million additional cost in recycling costs. Pending the ESC decision, council will either proceed 

with choice 1 or 2. 

Budget Review Objectives: To ensure the integrity of the 2018/19 budget by evaluating 

1. The justification for an average rate increase (3.53%) above the capped level (2.25%) set by the Local 

Government (LG) Minister; 

2. Monash’s capacity to deliver efficiencies in the next 4 years, to the Monash community.  

Data Sources:  Monash Council Draft Budget for 2018/19 and the ESC financial forecasts supporting the council’s 

application for cap rate variation. 

                                                           
2 Which equates to $18 million over 10 years 

https://www.monash.vic.gov.au/files/assets/public/about-us/council/have-your-say/draft-budget-2018-19-final.pdf
https://www.esc.vic.gov.au/project/local-government/57441-2018-19-higher-cap-applications/


Analysis Approach 

1. Firstly, we analysed and compare the budgeted and ESC liquidity and cash flow indicators, to confirm the financial justification for the above cap 

3.53% rate hike; 

2. Secondly, we analyse future changes in revenue per employee (RPE) and cost per employee (CPE) indicators to determine productivity trends in the 

next strategic resource planning cycle of 4 years, to ascertain part of Monash Council’s capacity to deliver efficiencies. 

Analysis Findings 

Liquidity Performance 

We analysed 2 liquidity ratios – working capital and unrestricted cash3 - see Figure 1 to Figure 4. The analysis findings are as follows:  

1. Both the budget and ESC liquidity indicators support high working capital ratios, which we accept, as the council is renewing many of its capital 

works and other assets over the next 4 years. 

2018/19 Budget Liquidity Ratios ESC Liquidity Ratios 
 

 
 

Figure 1 - 2018/19 Budgeted Liquidity Indicators 

 

 
 

Figure 2 - ESC Rates Variation Application’s Liquidity Indicators 
 

  

                                                           
3 Definition of: 

• Working capital (current assets/current liability) determines whether council has enough short-term assets to cover its short-term debt. A good practice ratio is 
anything between 120% and 200%.  

• An organization's liquid funds include restricted cash, unrestricted cash, cash equivalents, unrestricted short-term (ST) investments, plus net short-term borrowing 
capacity. The unrestricted cash is cash not tied to any particular use and is council’s extremely liquid funds. 

https://www.investopedia.com/terms/s/shortterm.asp


2. There were no unrestricted cash ratios in the ESC financial estimates (see Figure 4). It may because either Monash council did not provide 

unrestricted cash ratios in the ESC financial document, or they predicted zero unrestricted cash ratios. We assume the later, as it is a logical reason 

for justifying the above cap rate variation application. 

 

3. We also calculated the monetary value of the budgeted unrestricted cash ratios (refer Figure 4), which is more than ample to absorb the annual 

waste charge shortfall of $1.5 million.  

 

 
 

 

 
 

Figure 3 – Comparison of Working Capital Ratios 

 

 

 

 

 
 

Figure 4 – Unrestricted Cash Forecasts 

 
 

These liquidity analysis findings confirm that there is no justification for increasing average rate above the cap. 

 

  



Cash Flow Findings 

2018/19 Budget Cash Flow Indicators ESC Cash Flow Indicators 
 

 
 

Figure 5- 2018/19 Budgeted Cash Flow Indicators 

 

 
 

Figure 6 – ESC Rates Variation Application’s Cash Flow Indicators 

 

4. Both the budget and ESC forecasts support positive surpluses, capable of absorbing the annual $1.5 million shortfall in future waste costs. The 

budgeted estimates show a more favourable cash position than the ESC with higher cap forecasts. Therefore, there is no valid justification for 

calling an average rate rise above the legislated 2.25% cap. 



Analysis Highlight #1 

Both the 2018/19 budget and ESC liquidity ratios and cash flow forecasts confirm there is no financial justification for 

increasing average rate or introducing an additional new waste charge to make up for the shortfall of $1.5 million.  

Reducing the budgeted surplus and/or unrestricted cash positions to cover for the annual $1.5 million shortfall still 

leave council in a positive financial state. These findings conclusively invalidate the Mayor’s proposal and ill-

reasoning for this unnecessary rate hike or introducing a new waste charge outside the general rate expense-pool. 

We have a rate increase proposal that offers no best value as the annual $1.5 million shortfall can be readily 

absorbed by reducing budgeted surplus and/or unrestricted cash provisions. Such a decision has implications of 

breaching the following LG Act 1989 sections: 

• Section 3c part 1 which requires Monash Council to achieve the best outcomes for the Monash community 

regarding long term and cumulative effects of decisions.   

• Section 3E which clearly states that one of the functions of a council is advocating and promoting proposals 

which are in the best interests of the local community; 

• Section 76B which expects every councillor, including the Mayor, to act with integrity; impartially exercise 

his or her responsibilities in the interests of the local community; and not improperly seek to confer an 

advantage or disadvantage on any person. When integrity is compromised in decision making, it also 

breaches Section 3D  which obliges every councillors, especially the Mayor, to provide leadership for good 

governance. 

• Section 185E requires council to justify how the higher cap is an efficient use of Council resources and 

represents value for money; and whether consideration has been given to reprioritising proposed 

expenditures and alternative funding options and why those options are not adequate. The Monash 

community were presented 2 choices – both share the same objective of increasing money contributions 

from ratepayers above the capped average rate. The inappropriateness of the rate increase above cap and 

the lack of disclosing other efficiency driven trade-off considerations do not comply with this section. 

 

Efficacy Performance Trend Analysis Findings 

One of the benefits of the legislated Victorian Fair Go Rates policy is that (average) rates capping encourages councils 

to look for efficiencies. This mean a council would take resolve to outperform its own cost forecasts in order to free 

funds for other emerging priorities or new commitments (ESC, 2018). A major cultural shift towards achieving 

efficient operations and prudent investments is expected to be lurking in the future – when is the challenge. An 

analysis of Monash’s council’s future income and expenditure forecasts would shed some light if this organisational 

change is already taking place in Monash, over the next 4 years. 

INCOME PERFORMANCE TREND 

The analysis of the council’s income forecasts concludes that the council’s fundraising is highly dependent on 

ratepayer-contributions and grants. Over the next 4 years, the funding mix remains the same. 

http://www9.austlii.edu.au/cgi-bin/viewdoc/au/legis/vic/consol_act/lga1989182/s3c.html
http://www9.austlii.edu.au/cgi-bin/viewdoc/au/legis/vic/consol_act/lga1989182/s3e.html
http://www9.austlii.edu.au/cgi-bin/viewdoc/au/legis/vic/consol_act/lga1989182/s76b.html
http://www9.austlii.edu.au/cgi-bin/viewdoc/au/legis/vic/consol_act/lga1989182/s3d.html
http://www9.austlii.edu.au/cgi-bin/viewdoc/au/legis/vic/consol_act/lga1989182/s185e.html
https://www.esc.vic.gov.au/wp-content/uploads/2018/03/lg_efficiency-factor-final-report-20180327.pdf


     

Figure 7 – Income Performance Trendlines 

COST DRIVER ANALYSIS & TREND 

The analysis of the council’s future expenses concludes: 

• The key cost drivers are Employee and Material, Services & Contract costs, which make up 83-84% over the 

next 4 years. People costs constitute a high percentage of these cost drivers.  

• The longitudinal future trend shows there is no visible resolve to improve these cost drivers over the next 4 

years. 

 

 

Figure 8 – Cost Drivers and Change Trendlines 

 

Income $'000 2017/18 2018/19 2019/20 2020/21 2021/22

Rates & Charges 116,217 121,243     125,071       128,985       132,988       

Statutory Fees & Fines 10,357    10,273        10,684          11,111          11,556          

User Fees 24,313    25,688        27,163          28,241          29,363          

Grants - Operating 16,876    16,994        17,418          17,854          18,300          

Grants - Capital 2,808      3,948          3,894            1,835            1,866            

$Contributions 5,985      6,597          7,829            7,189            5,250            

Interest 2,240      2,529          2,611            2,513            2,460            

Other Revenue 1,518      886              908                930                1,079            

Total Income 180,314 188,158     195,578       198,658       202,862       

Expenses 2017/18 2018/19 2019/20 2020/21 2021/22

Employee Costs 72,387    74,595        76,831          79,117          81,845          

Material, services & contracts 65,970    67,235        71,375          75,273          77,493          

Bad & doubtful debts 10            10                10                  11                  11                  

Borrowing Costs

Depreciation 27,261    27,981        28,367          28,758          29,155          

Other Expenses 1,394      1,444          1,480            1,517            1,555            

Total expense 167,022 171,265     178,063       184,676       190,059       



STAFF PRODUCTIVITY ANALYSIS 

A new metric of corporate performance is Revenue Per Employee (RPE), which measures the productivity and 

effective use of a firm’s human resources (Investopedia, 2018). The higher the result, the more productive are 

members of a firm’s workforce. We apply this metric concept to cost as well – Cost Per Employee (CPE). 

By tracking the % changes in RPE and CPE, we were able to see the productivity patterns over the next 4 years: 

 

 

Figure 9 – Staff Productivity Trendlines 

 

The analysis finding is that there is little to no improvement in productivity, both from revenue and cost contribution 

perspectives.  

Analysis Highlight #2 

Monash council is not demonstrating any capacity to deliver efficiency to the Monash community over the next 4 

years. This performance gap breaches: 

5.  Section 3D part 1, which necessitates Monash council to provide leadership for good governance, of which 

one of the fundamental principles is about delivering efficiency.  

6. Section 185A part a, which obliges Monash council to promote the long-term interests of ratepayers and the 

community in relation to sustainable outcomes in the delivery of services and critical infrastructure. 

Ratepayers expect sustainable efficiency in all council operations (including services) and efficiency, together 

with best value considerations, is to be treated as a fundamental criterion in all council decision making. 

  

2017/18 2018/19 2019/20 2020/21 2021/22

Income $'000 180,314$       188,158$     195,578$     198,658$     202,862$     

Cost $'000 167,022$       171,265$     178,063$     184,676$     190,059$     

FTE 781.7 782.6 782.6 782.6 782.6

Revenue Per Employee  (RPE) $'000 231$                240$             250$             254$             259$             

RPE % Change 4% 4% 2% 2%

Cost Per Employee  (CPE) $'000 214$                219$             228$             236$             243$             

CPE % Change 2% 4% 4% 3%

https://www.investopedia.com/terms/r/revenueperemployee.asp
http://www9.austlii.edu.au/cgi-bin/viewdoc/au/legis/vic/consol_act/lga1989182/s3d.html
http://www9.austlii.edu.au/cgi-bin/viewdoc/au/legis/vic/consol_act/lga1989182/s185a.html


Conclusion Summary 

The two key analysis highlights are: 

• Monash Council is proposing to increase average rate above the cap, which is unnecessary because the 

annual $1.5 million shortfall in waste costs can be readily absorbed by reducing the 2018/19 budgeted 

surplus and/or unrestricted cash provisions for the next four years. 

 

• In the next Strategic Planning Cycle (4 years), the council is not demonstrating resolve to deliver efficiencies 

to the Monash community. Hence it is critical the Fair Go Rate continues to cap rates, as a good governance 

oversight and intervention mechanism, to encourage Monash Council to improve productivity and efficiency 

gains in the longer future. 

 

The council has an obligation to explain to its constituents why it: 

1. proposes to increase the average rate above cap or seek to introduce a new waste charge; 

2. engage in poor governance conduct in using the budget planning process to push through this agenda. 

 

As is, the 2018/19 budget draft is not a community responsive and responsible budget and changes need to be 

considered to address the above two conclusion highlights.                               

 

 

 


