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1. OVERVIEW 
 

Over the past few years, our financial statements, results and forecasts have reflected the fact that 

we have been going through a period of consolidation. There has been a degree of repetition in 

commentary as we embraced the Leongatha community, continued development of Senior School 

at Pakenham, and developed plans for major building initiatives for the future including the 

Performing Arts Centre at Drouin. 2016 has proven to be the beginning of a new period of change 

and development for the whole school, which we pray and trust will continue to advance the 

mission and vision of the School and God’s plans for us.  

It is indeed an exciting time to be part of the Chairo community. Consistent positive financial 

results and sound planning over past years has put us in an excellent position to embrace new 

opportunities and continue to develop the School. After much prayer and due diligence, we 

responded this year to two opportunities that were made available to us.  

Firstly, a parcel of land strategically adjacent to the Pakenham Campus became available. This 

development occurred at a time when we were becoming increasingly aware that the existing site 

was presenting some limitations as the campus grew and as we contemplated future site needs in 

an expanding region of Melbourne. These limitations included traffic management, space for 

physical education, agricultural/horticultural and equestrian programs, and management of storm 

and waste water on the site. Accordingly, to enhance future opportunities for the campus, and to 

provide a sound long term investment for the School, the decision was made to purchase the land.   

Secondly, Flinders Christian Community College outlined to us a proposal to enhance the long 

term future of Christian education within the wider Gippsland region by Chairo assuming 

ownership and management of their Traralgon Campus from 2018. Again, after much evaluation 

and deliberation, we were convinced of the long term benefits of this proposal, both for our 

existing Chairo community and the Christian community in the Traralgon area, who we now look 

forward to welcoming in the future.   

From a financial perspective, the most obvious outcome of these decisions is the increase in our 

borrowing levels. This has been carefully considered and we are comfortable that our financial 

position and planning remains sound and relatively conservative by comparison with industry 

benchmarks. The resultant significant increase in our assets also secures our position and, after a 

peak of borrowings at the end of 2017, planning allows again for a period of debt reduction and 

consolidation.  

2016 saw enrolments across our campuses grow by 124 students on the prior year to 1349 Prep to 

Year 12 students, plus 120 Kindergarten students. This was 34 students up on budget, which again 

will lead to a positive over-budget result. Pleasingly, growth occurred across all campuses. For 

2017, growth in enrolments of 42 is forecast, mostly in Pakenham Senior School.  

The provision of personal learning devices extends to Year 11 students in 2017.  Other changes 

include new classes at Drouin East and Pakenham Senior School, expanded student services, new 

teaching and learning initiatives, and continued consolidation of our learning management system.  

In addition, significant capital development will occur, including the Drouin Performing Arts 

Centre at Drouin, extensions to the Pakenham library and Junior School, and further development 

of roads, car parks, recreation areas and services across the School.  
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2. 2017 BUDGET – Chairo Christian School  
 

For Year Ending 31
st
 December 2017 

 
 2016 Budget 2016 Forecast 2017 Budget 

(Provisional) 

Income       

Tuition Fees  5,871,000  6,006,000  6,420,000 

Fee Assistance & Discounts  -525,000  -575,000  -600,000 

Government Grants - Commonwealth  11,643,805  12,000,578  13,129,077 

Government Grants - State  3,539,947  3,739,008  3,828,824 

Kindergarten Tuition/Grants  339,116  350,116  371,000 

Bussing Fees/Grants  552,770  562,770  570,000 

Other Income - Parents  307,200  307,200  317,000 

Other Income - General  118,300  88,300  53,000 

       

TOTAL INCOME  21,847,138  22,478,972  24,088,901 

       

Expenses       

Salaries  13,674,975  13,884,975  15,156,983 

Salary Related Expenses  1,414,002  1,429,002  1,561,644 

Tuition Expenses  614,750  615,750  655,950 

Excursions / Camps Expenditure  449,000  459,000  503,500 

Bussing  721,000  721,000  750,000 

Kindergarten Salaries/expenses  376,792  378,792  393,337 

Administration and General Expenditure  1,992,200  2,237,792  2,233,200 

Specific Grants Expenditure  54.400  54.400  47.600 

Depreciation Expenses  2,026,197  2,026,197  2,336,252 

Interest  82,068  27,068  163,446 

Provisions  374,520  374,520  413.492 

       

TOTAL EXPENSES  21,779,904  22,229,499  24,215,404 

Total Net Surplus / (Deficit)  67,234  249,473  (126,503) 

ADD Government Grants Income – 

Capital Funding 
 372,964  372,964  840,428 

Total Net Surplus / (Deficit) inc Capital 

Grants 
 440,198  622,437  713,925 

Total Net Cash Surplus / (Deficit) exc 

Deprec & Capital Grants 
 2,093,431  2,487,265  2,209,749 

Cash Surplus as a % tuition/grant income  10.03%  11.56%  9.55% 

Total Enrolments (Ex Kinder)  1,315  1,349  1,391 

Total Capex  5,706,718  6,226,718  8,007,511 

Total Debt  2,500,000  3,500,000  8,500,000 

Debt per Student  1,901  2,595  6,111 
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3. EXPLANATORY NOTES 

 

NOTE 1 

 

TUITION FEES 
 

Variable fee increases have been applied for 2017, reflecting differing circumstances, resources, 

programs and needs existing at each campus and in some year levels. Specific fee schedules for 

each campus will continue to be maintained for similar reasons. While we are one School and 

strive to maintain much consistency in what we do, we also recognise that each of our school 

communities are unique and many positive variations exist that suit the needs of specific 

campuses. It is therefore natural that fee schedules also reflect this.   

 

Generally, first child fees have increased between 2% and 4% but there are a few variations. The 

average increase of approximately 3.5% is slightly higher than the low increases of the past three 

years, and reflects increased costs of staffing, government regulation and compliance, continual 

improvements and developments across the School, and slowing government grant increases. We 

continue to aim to restrain fees in order to maximise accessibility to Christian education, while 

also responding to changing community and government expectations and seeking to meet our 

mission to provide excellence in Christ-centred education.  Significant assistance to support those 

desiring a Christian education for their children, who would otherwise not be able to access it, also 

remains available and has been increased proportionately.  

 

The extension of the Personal Learning Device program to Year 11 is now reflected in fees for this 

year level. Likewise, a change of device in Years 5/6 has had a relatively minor impact on fees. 

Some adjustment to second and third child fees has also been necessary to ensure the cost of 

incorporated costs such as IT devices and camps is more fully met despite family discounts being 

applied to general tuition costs. Other variations reflect differing circumstances and needs in some 

areas as explained above.  

 

At Leongatha, we will be bringing the Year 5 and 6 fees together. Accordingly, the Year 5 fee for 

2017 has been set as the average of the previous Years 5/6 fees, which means a higher fee for 2017 

but an offsetting lower fee for Year 6 in 2018. The family tuition cap has also been replaced with a 

higher provision of funds for fee assistance in order to ensure reductions are best targeted to 

families most in need.  

 

NOTE 2 

 

GOVERNMENT GRANTS 
 

Government Recurrent Grants 
 

While we continue to receive and appreciate significant funding support from both Commonwealth 

and State governments, after a number of years of higher than average increases, expectations for 

the next three years are for lower average increases.  

 

The State government has recently varied downwards a funding loading that has been applied 

relating to socio-economic levels of a school community. This, in our circumstances, is likely to 

result in little to no net (after enrolment increases) State funding increase for Chairo in 2017.   
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Commonwealth increases for 2017 remain consistent with recent years. However, uncertainty 

exists as to the level of funding the current government will commit to for 2018 and 2019 so we 

need to plan for modest future outcomes. 2017 projections are for net increases around 5-to 6%, 

which are a better reflection of real annual increases in the cost of educational provision presently.  

 

Kindergarten Grants/Fees 
 

The level of kindergarten grants and increases for independent school kindergartens continues to 

be well below that of ‘community’ kindergartens, which does put pressure on our fee levels. This 

problem was increased in 2016 with smaller student to teacher ratios enforced through legislation 

with no compensatory increase in funding (we now need one staff member per 11 students, rather 

than 14 as was the case).   

We continue to try to absorb a percentage of these funding differences to aid accessibility, 

recognising the value our kindergartens are to families and the School generally. However, in 2017 

we have had to increase fees more than usual to reflect increasing costs at each Centre. 

Accordingly, fees have been increased for the four-year-old program by $150 at Drouin and $200 

at Pakenham. A similar proportionate increase has been applied to the pre-Kinder programs.    

For those with Health Care cards, the government rebate is expected to be $1433 upon application 

through our finance department.  

 

NOTE 3 

 

OTHER INCOME 
 

Busing Fees/Grants 
 

Similar to Kindergarten grants, as the conveyance allowances received from the State government 

continue to be increased at less than annual cost increases, we need to continue to apply consistent 

increases to bus fees to ensure that the subsidy we provide for busing does not get too large.  

Accordingly, Drouin/Pakenham fees will be increased by 5% for 2017. The Leongatha bus will 

remain at a lower rate but be increased by $100, noting that any Years 11/12 students continue to 

not need to pay for this inter-campus service.  

Note; we continue to only charge bus fees for the first two members of the family. Our fees remain 

very low compared with most private services and represent charges of around $5.75 per day for 

return trips, which is very reasonable and less than the cost of alternative car travel in most cases.  

We continue to work to keep costs down by reviewing bus routes to ensure buses are as close to 

capacity as possible. We work hard to try to ensure that any changes do not negatively impact 

families and, where possible, look to improve services.  

 
 

 

 

 

 

 



   Chairo Christian School                                                           Introduction to the 2017 Budget 

   Page 7 of 9 

 

Other Income – Parents 
 

Other income from parents includes income from optional subject fees, membership fees and the 

Capital Levy. There has been little change in this area for 2017, with increases reflecting only the 

increase in total enrolments. The Capital Levy will help support growing interest costs as we invest 

significantly in new buildings in the next three years. 

 

Other Income – General; including tax deductible donations 
 

This item includes enrolment fees, interest received, donations and various miscellaneous incomes. 

Again, no fee changes have occurred here for 2017. The budget is lower due to less interest 

received being anticipated due to planned capital spending. We would encourage people to take 

advantage of our tax deductible building fund when considering their giving, particularly to add 

benefit to performing arts and library facilities about to be built.  

 

NOTE 4 

 

SALARIES – TEACHING AND ADMINISTRATION AND RELATED COSTS 
 

Teaching and Administration Salaries 
 

We continue a policy of maintaining comparable staff salaries to that of the government sector.  

The current government agreement has expired and negotiations will continue during 2017 to 

establish future increases. While we await this outcome, a general pay increase of 2.5% will be 

applied for 2017. We will then consider future changes in light of government decisions.  

Salary costs have also increased due to teachers advancing up salary scales, additional classes 

being added at Drouin East and Pakenham Senior School, and a number of new positions being 

established. Growth in student numbers of close to 10% in 2016 demanded increases in some 

areas. These include management and curriculum-related teacher time allowances, IT support, 

maintenance, student services and support staff, and administration. 

 

Salary Related Expenses 
 

This section includes workers compensation expenses, superannuation and staff welfare expenses. 

The increase reflects general salary rises having a corresponding impact on superannuation 

contributions.  

 

NOTE 5 

 

TUITION AND EXCURSION EXPENSES 
 

Increases here mostly reflect modest inflationary increases and the expansion of enrolments and 

classes, particularly at the Pakenham Campus. Changes in the camp program year-to-year also 

impact these costs. 
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NOTE 6 

 

ADMINISTRATION, GENERAL EXPENDITURE AND INTEREST 
 

These expenses cover a wide range of categories including maintenance, utilities, administration, 

marketing, photocopying and staff training. The most significant increases in 2017 relate to 

computing expenses (due to increased use of technology and bandwidth costs), electricity due to 

increased rates, and expenses related to student numbers and buildings such as insurance, cleaning 

and levies.  

Interest payable will also rise significantly as we enter into another significant development phase 

and increase borrowings. Borrowings are planned to peak as at the end of 2017 and begin to be 

reduced over the following few years.  

 

NOTE 7 
 

DEPRECIATION AND OTHER PROVISIONS 
 

In 2016, the completion of two new buildings at the Pakenham Campus, as well as significant 

computing equipment purchases relating to the Personal Learning Device program, has seen the 

cost of depreciation rise. This is a non-cash, accounting entry that largely now will reflect the 

current market value depreciation of our assets over the year. This is a change of approach from 

previous years when it was more a reflection of the allocation of past asset expenses over the life 

of each asset. This change is to bring our accounts more in line with current accounting standards.  

Depreciation changes will serve to make comparison of our accounting surplus outcomes difficult. 

Accordingly, from a planning perspective, we are tending to concentrate on maintaining an 

appropriate level of cash surplus before capital expenditure (accounting surplus plus depreciation 

expense). The minimum industry benchmark here for a sustainable budget outcome tends to be 9 

to 10%, which is our budget goal. You will note that this is expected to be exceeded again in 2016 

and the budget is set in the mid-range point of this target for 2017.  

Provisions relate to long service leave and annual leave for staff, and bad and doubtful debts. As 

percentages of staffing and fees respectively, these have risen in line with increases in those areas.  

 

4. CAPITAL EXPENDITURE BUDGETS AND ASSET RENEWAL 2017 
 

 2017 Budget 

Land  - 

Building/Improvements/Site Development 7,072,511 

Furniture, Equipment and Teaching Aids 430,000 

Library Resources 75,000 

Computers/Software/Network expenses 430,000 

Total 8,007,511 
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5. CASH FLOW BUDGET AND OUTLOOK 2017 
 

 2017 Budget 

Sources of Cash:  

Operating Cash Surplus 2,209,749 

Capital Grants 840,428 

Borrowings 5,000,000 

Existing cash reserves - 

  

Total 8,050,177 

  

Applied to:  

Repayment of Loans / Leases, Increase in Cash held 42,666 

Capital Expenditure 8,007,511 

  

Total 8,050,177 

 

Significant capital expenditure will occur in 2017. This includes expenditure relating to: 

 

- The Performing Arts Centre construction at Drouin 

- Extensions to the Pakenham Library 

- Two new general purpose classrooms at Pakenham Junior School 

- The acquisition of the Traralgon Campus 

- Additions to roads, car parking and fire services at Pakenham 

- New landscaping and play areas at Leongatha 

- Continued development of the Senior School precinct at Pakenham 

- The addition of a class at Drouin East 

 

Regular provision for spending in other areas has been made, with some increase for technology, 

and furniture and equipment, expenditure related to new buildings and classes.  

 

We will receive a substantial Australian Government capital grant for the Pakenham project next 

year. A new grant application will also be submitted at year end for future Senior School works. 

Our cash surplus and new borrowings will be used to complete funding of planned expenditure.  

 

While the Pakenham land purchase and the Traralgon transaction, outlined in the Overview, will 

bring our debt per student by the end of 2017 to higher than our own internal conservatively set 

benchmark of $4500 per student, five-year planning provides for a quick reduction in debt to less 

than $4000 per student by 2020. This is made possible by soundly established operational 

surpluses in line with industry expectations. Current low interest rates also lessen the impact of this 

short term increase, and the resultant asset increases provide increased security and, in the case of 

the land, some future potential to clear debt through part sale if ever required (although this is not 

planned).  

 

Our Bank likewise is also comfortable with borrowing levels and plans, and we remain well within 

their benchmarks in regard to debt compared to total earnings, earnings compared to interest 

expense, and our operating margin. We also believe planned capital expenditure is strongly 

strategically beneficial to future School operations and success, and will help ensure sustained 

positive outcomes in coming years.  
 


