BUDGET ESTIMATES
2021-2022 FINANCIAL YEAR
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1.

Introduction

The Budget Estimates is an important planning and resource tool vital to the ongoing
financial sustainability of Council and should be read in conjunction with the City of
Hobart Long Term Financial Management Plan, which forecasts the activities that
Council proposes to undertake over the medium to longer term to achieve its
strategic objectives and community expectations. The budget sets out the expected
revenue and expenditure for operational, strategic and capital activities for the
coming year and also incorporates Council’s rating strategies. Pursuant to the Local
Government Act 1993 (Tas), Council is required to adopt its Estimates by 31 August
each year.
During 2020, the City of Hobart was significantly impacted by the COVID-19 health
crisis. As a Council, we responded quickly to protect the health and wellbeing of our
community and support residents, local businesses and community organisations
whilst maintaining essential services and providing community support by assisting
those most critically impacted by the economic slowdown caused by the pandemic.
The City is acutely aware of the continued and lasting impacts of COVID-19 on the
community and has adopted a budget that balances a responsible rate increase to
ensure the City can continue to provide programs, services and works required of a
capital city council but also recognises the capacity of the community to pay
increased rates.
Development activity in the city during 2020-21 has resulted in a 1.12 per cent
growth in the City’s rates base for 2021-22, which in turn reduces pressure on
individual ratepayers in terms of increases in 2021-22.
While the Estimates forecast total Rates income of $95.06 million, an increase of
$11.5 million, for the average residential ratepayer the increase will be 2.73%. Rate
increases for the majority of residential ratepayers will be between 2.63% and 2.81%
meaning increases in the range of $53 and $92 per annum, before the State
Government Fire Levy.
In addition, the State Fire Commission has advised Council that as required under
the Fire Services Act 1979, the Fire Service Contribution required to be collected by
Council and passed to the State Fire Commission for 2021-22 has increased by
$1.16 million or 10.23%. This increase equates to a $32 increase in rates for 202122 for the average residential ratepayer.
The City of Hobart’s budget for 2021-22 has been cast on the assumption that the
more significant economic impacts of the COVID-19 pandemic have now passed as
we as a Council, and the Tasmanian community, move through the economic
recovery phase.
During 2021-22, the City of Hobart expects to see continued normalisation of
supplementary revenue streams including parking fees and charges, other fees and
charges, distributions from Council’s ownership share of TasWater and rental of
Council properties. These revenue streams in particular were impacted during the
peak of the COVID-19 health crisis and immediate economic recovery period.

Page 1

Key aspects of the 2021-22 budget include:


An operating budget of $141.2 million for the delivery of services to the
community.



The 2021-22 budget provides capital works funding from Council’s own funds of
$34.5 million, comprising asset renewal of $23.0 million, new assets/upgrades of
$5.2 million and plant and equipment funding of $6.3 million. In addition, the
budget provides for $8.4 million of grant funded capital works, comprising $1.3
million in asset renewals, and $7.1 million in new/upgrade works.



A moderate underlying operating surplus of $1.49 million. It is noted this amount
falls short of the recommended operating surplus ratio for local government
recommended by the Auditor General, of 2% of operating revenue



A reduction of $6.0 million across programs and activities.



New borrowings of $5 million will be undertaken in 2021-22. Existing debt
principal repayments of $5.37 million will be paid.

Financial sustainability measures
As outlined in Council’s Long Term Financial Management Plan, eight financial
sustainability measures have been adopted for the purpose of measuring Council’s
financial sustainability.





Indicators 1-2 are measures of profit performance and the extent to which
expenses are covered by revenues.
Indicators 3-4 are measures of indebtedness and the amount Council owes
others (loans, employee provisions, creditors) net of financial assets (cash
investments and amounts owed to Council).
Indicator 5 measures the proportion of income required to meet net interest
costs.
Indicators 6-8 are measures of asset management.

Based on the 2021-22 Budget Estimates, Council’s forecast performance against the
eight financial sustainability benchmark targets is as follows:
Indicator Description
Number

Target

2020-21

2020-21

2021-22

2021-22

Benchmark

Budget

Benchmark

Budget

Benchmark

($'000)

Met

($'000)

Met

Breakeven or better

(11,806)



1,493



2%

-9.54%



1.05%



1

Underlying Result

2

Underlying Result Ratio

3

Net Financial Liabilities

4

Net Financial Assets/Libailities Ratio

-50%

-64.13%



-54.06%



5

Net Interest Cover Ratio

< 7%

1.39%



1.41%



6

Asset Sustainability Ratio

1

0.8037



1.0683



7

Asset Consumption Ratio

40% to 80%

53.5%



53.04%



8

Asset Renewal Funding Ratio

100%

90.5%



92.24%



(79,349)
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(77,136)

2.

Operating Budget

Council’s operating result is shown in Table 1 below.
Council’s underlying surplus is forecast to be $1.49 million in 2021-22.
Table 1: Operating Result
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2.1

Expenses

2.1.1 Labour
Table 2: Labour

Employee costs
Employee costs include wages and salaries, labour on-costs and leave entitlements.
Wages and salaries include the direct costs of employees such as base pay,
overtime and allowances.
Labour on-costs include workers compensation
insurance, superannuation contributions and payroll tax levied by the State
Government. Leave entitlements include annual leave, long service leave, sick
leave, public holidays and other leave accruing to employees.

External Labour
External labour includes all labour sourced from external labour-hire companies to fill
short-term vacancies across a variety of disciplines.
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2.1.2 Materials and Services
The individual expense categories which comprise “Materials and Services” is
provided in Table 3 below.
Table 3: Materials and Services

2.1.3 Depreciation
Depreciation expense is expected to increase by $3.748 million from the 2020-21
original budget to $27.325 million in 2021-22. This is a result of a significant
stormwater assets revaluation increments at 30 June 2020, thereby increasing the
asset values to be depreciated.
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2.1.4 Fire Levy
The fire levy will increase by $1.164 million (10.23%) to $12.552 million in 2021-22
after a decision by the State Government to freeze Council contributions at 2019-20
levels during 2020-21. Pursuant to the Fire Service Act 1979, local government acts
as a collection agent for this State Government levy, which is paid directly to the
State Fire Commission. Council earns a 4% collection fee which is included in
revenue (refer to section 2.2.7).

2.1.5 Energy Costs
Energy costs are expected to increase by $0.109 million to $2.381 million due to
expected CPI increase and a margin for increased usage requirements as the
Council returns to normal operations after the peak of COVID-19 disruption.

2.1.6 Bad Debts
Council maintains a provision for bad and doubtful debts, which is mainly in respect
to parking fines. Bad debts will remain similar to 2020-21 at $351 000.

2.1.7 Finance Costs
Finance costs are expected to increase by $0.24 million from the 2020-21 budget to
$2.24 million due to the following:


Interest on borrowings increasing from $1.95 million to $2.18 million due to the
take-up of additional borrowings;



Finance costs associated with Council’s landfill restoration liability of $57,000



Finance costs associated with Council’s defined-benefit superannuation scheme
liability of $3,000 based on actuarial advice.

2.1.8 Asset Write-Offs
Asset write-offs comprise the remaining value of infrastructure assets replaced as
part of Council’s asset renewal program. The amount of $3.5 million estimated for
2021-22 is $0.939 million more than the original 2020-21 budget due to an ongoing
increase in project close-out activity during 2021-22.

2.1.9 Other Expenses
The individual items which comprise “Other Expenses” is provided in Table 4 to
follow.
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Table 4: Other Expenses

Grants and Specific Purpose Benefits
Council supports a diverse range of community, cultural, economic and
environmental organisations and events. The event and performing arts sector was
particularly impacted during the peak of COVID-19 with a number of events and
performances cancelled.
Council is expecting grants and sponsorship requirements to increase by $0.435
million to $2.283 million in 2021-22 with the anticipated return of the Dark Mofo and
other community and cultural events.
Myer Payments
Council had an agreement in place with Myer Pty Ltd (Myer) in relation to the Myer
site redevelopment in Liverpool Street. During 2020-21, an amount of $0.875 million
was paid as required by the terms of the agreement. The 2020-21 year was the last
year of the agreement.
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2.2

Revenues

2.2.1 Rates and Charges
The Budget Estimates propose an average residential ratepayer rate increase of
2.73 per cent, with the majority of residential ratepayers to receive an increase of
between 2.63 and 2.81 per cent.
In addition, the State Fire Commission has advised Council that as required under
the Fire Services Act 1979, the Fire Service Contribution required to be collected by
Council and passed to the State Fire Commission for 2021-22 has increased by
$1.16 million or 10.23%. This equates to a $32.33 increase in rates for 2021-22.
In total, rates revenue will be $95.06 million, an increase of $11.5 million over the
prior year which included a $4.6 million COVID-19 rates relief support package.
Service charges to provide funding for rehabilitation costs at Council’s McRobies
Gully landfill site following completion of land filling were introduced in 2011-12. Up
until 2017-18, the amounts were $50 for residential properties and $100 for nonresidential properties. The amounts were thereafter decreased to $10 for residential
properties and $20 for non-residential properties. These amounts remain
unchanged for 2021-22.
Waste management service charges remain unchanged from previous years at $250
for residential properties and $500 for non-residential properties. A kerbside green
waste collection service charge was introduced in 2016-17 for properties meeting
certain criteria within the municipal area. In 2019-20 a Food Organics Garden
Organics (FOGO) kerbside collection service was introduced to complement the
green waste collection service provided to those properties that received a green
waste garbage bin. For 2020-21 the cost of the FOGO kerbside collection will
remain unchanged from the previous year at $60.
Pursuant to the Fire Service Act 1979, local government acts as a collection agent
for this State Government tax, which is paid directly to the State Fire Commission.
Council earns a 4% collection fee for this service. Council has been advised that it
will be required to contribute $12.55 million in 2021-22, which represents a $1.16
million (10.23%) increase from the previous year.
Excluding the State Government fire levy, most residential ratepayers will receive
increases of between 2.63% and 2.81%, meaning increases in the range $53 to $92
per annum. Lower-valued properties will experience lower increases, and highervalued properties will experience higher increases. The average residential
ratepayer will experience a rate increase of 3.99%, or $102 including the State
Government Fire Levy, comprised as follows:
General and storm water rates

$70

Waste management service charge

$0

Landfill rehabilitation service charge

$0

Kerbside green waste collection service charge

$0

Fire protection service rate

$32

Total

$102
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2.2.2 Parking Fines
During 2020 the Council’s revenue from parking fines was significantly impacted by
COVID-19. Penalty unit fee increases are set by State Government for both parking
meter and traffic infringements. Fines income is forecast to decrease by $0.59
million to $5.25 million in the 2021-22 Budget Estimates, compared to the original
2020-21 budget of $5.84 million with improved levels of compliance by the
community and increased patronage of off-street car parking facilities expected.

2.2.3 Grants
Operating grants mainly comprise of Commonwealth Government Financial
Assistance Grants (FAGs) which will total $2.795 million in the 2021-22 year.
Capital grants include $0.685 million for Roads to Recovery project and $8.352
million for the grant funded portion of the capital works program.

2.2.4 Distributions from TasWater
Distributions are received as a result of Council’s ownership interest in TasWater.
They comprise dividends, guarantee fees and income tax equivalent payments.
Forecast amounts are based on advice from both TasWater and the State
Government to provide distributions until 2025-26. The most recent correspondence
from TasWater indicates a return to the normal level of distribution from 2021-22
following significantly reduced receipts during 2020-21.

2.2.5 Rents
Property rental income is expected to recover after the impacts of COVID-19 with an
increase of $0.41 million in 2021-22 to $2.801 compared to the 2020-21 budget of
$2.39 million. During 2020-21, Council provided rental relief for owned properties in
accordance with the COVID-19 Disease Emergency (Commercial Leases) Act 2020.

2.2.6 Interest
Interest income is expected to decrease by $0.01 million from the 2020-21 budget
due to lower forecast cash holdings and forecast interest rates.

2.2.7 Fire Levy Collection Fee
The 4% collection fee earned by Council for collecting the fire levy on behalf of the
State Fire Commission will increase by $0.047 million in line with the increase in the
fire levy payment.
2.2.8 Fees and Charges – Car Parks
During the peak of the COVID-19 restrictions and recommended stay at home
requirements in 2020, the City’s revenue from the usage of car parks was
significantly impacted. With restrictions lifted and recovery of car park utilisation, the
Page 9

Council’s fees and charges income from car parks is expected to increase by $1.415
million on the 2020-21 budget to $10.857 million during 2021-22
2.2.9 Fees and Charges – On-Street Parking
On-street parking collections were also significantly impacted by COVID-19
restrictions and stay at home recommendations during 2020. On-street parking
utilisation is expected to return to normal occupancy volumes in the 2021-22 budget,
with an increase of $2.905 million to $8.175 million.
2.2.10 Fees and Charges – Other
Income from other fees and charges is expected to recover from 2020-21 with an
increase of $1.79 million to $13.94 million forecast in the 2021-22 budget. Further
detail of the individual items in Fees and Charges – Other is provided in Table 5
below.
Table 5: Other Fees and Charges
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3.

Capital Budget

3.1

Overview

Capital expenditure will consist of the following two components: 


Infrastructure
Plant and Equipment

The budget provides capital works funding of $42.957 million as summarised in
the following table.

Table 7: Capital Expenditure

Funding sources for this $42.957 million program comprise:
 Capital Grants $8.35 million;
 Plant and Equipment sales $0.7 million;
 Borrowings of up to $5 million; and
 Funds from operations and cash reserves $28.907 million.
Capital expenditure on infrastructure will be $36.6 million in 2021-22.
Further detail is provided in part 6 where individual projects are listed.
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3.2

Plant and Equipment

Council’s plant and equipment budget comprises:




Vehicle fleet, major and minor plant,
Information technology items, and
General plant including office furniture and equipment.

Council’s vehicle fleet, major plant items and information technology equipment
are normally subject to a rolling replacement program. In each case, forward
estimates are compiled to aid replacement decision-making.
Capital expenditure on plant and equipment will total $6.315 million in 2021-22,
comprised as follows:
Table 8: Plant and Equipment
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4.

Financing

Council’s debt levels, actual and forecast are: 30 June 2020

$54.48M

30 June 2021

$66.13M

30 June 2022

$64.75M

As a result of a successful application to the State Government local government
three year interest free loan scheme, where the City nominated infrastructure
projects estimated to cost $20 million, the City has a borrowing facility of up to $20
million.
Initially, borrowings of $5 million will be taken up to assist the Council fund its capital
works in the city. Council will consider whether it will require additional borrowings in
the mid-year budget review.
Council will also repay $5.37 million of existing debt during 2021-22.
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5.

Commercial-Like Undertakings

5.1

Off-Street Parking

Table 9: Off-Street Parking

5.2

On-Street Parking

Table 10: On-Street Parking
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5.3

The Doone Kennedy Hobart Aquatic Centre

Table 11: The Doone Kennedy Hobart Aquatic Centre

5.4

Tasmanian Travel and Information Centre

Table 12: Tasmanian Travel and Information Centre (TTIC)
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6.

Appendix - Capital Expenditure Program 2021-22

6.1

Grant Funded Capital Works Program 2021-22
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6.2

Council Funded Capital Works Program 2021-22
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6.3

Total Capital Expenditure Program 2021-22
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