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NOTICE OF MEETING 

TO: Chairperson: 
Deputy: 
Members: 

Mr Peter Brass 
Mr Peter Farlie-Jones 
Mayor Karen Redman 
Cr Diane Fraser 
Cr Cody Davies 
 

 

 

NOTICE is hereby given pursuant to the provisions of Section 83(1) of the Local Government 
Act 1999, that the next Audit Committee meeting for the Town of Gawler will be held in the 
Council Chambers, Gawler Civic Centre, 89-91 Murray St, Gawler SA 5118, on Monday 4 
March 2019, commencing at 7.30pm.  

A copy of the Agenda for the above meeting is supplied as prescribed by Section 83(3) of the 
said Act. 

 

  

Paul Horwood 
Manager Finance & Corporate Services 
28 February 2019 
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1 STATEMENT OF ACKNOWLEDGEMENT 

We would like to acknowledge this land that we meet on today is the traditional lands for 
the Kaurna people and that we respect their spiritual relationship with their country. We also 
acknowledge the Kaurna people as the custodians of the greater Adelaide region and that 
their cultural and heritage beliefs are still as important to the living Kaurna people today. 

2 ATTENDANCE RECORD  

2.1 ROLL CALL 

2.2 APOLOGIES  

2.3 MOTIONS TO GRANT LEAVE OF ABSENCE 

2.4 LEAVE OF ABSENCE 

2.5 NON-ATTENDANCE  

3 DECLARATIONS OF INTEREST 

4 CONFIRMATION OF MINUTES  

Audit Committee Meeting - 12 December 2018 

5 BUSINESS ARISING FROM MINUTES 
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6 OFFICER REPORTS 

6.1 PROCUREMENT POLICY 

Record Number: CC19/20;IC19/114 

Author(s): Rebecca Howard, Team Leader Property & Procurement 

Previous Motions: AC:2018:09:34 

Attachments: 1. Draft Procurement Policy August 2018 CR18/56489   
2. Final Procurement Matrix September 2018 CR18/55739    

  
 
 

OFFICER’S RECOMMENDATION 

That the Audit Committee recommends to Council that the Procurement Policy be adopted. 

 
 

 

BACKGROUND 

The Audit Committee has previously received a report on the adoption of a new procurement policy 
in September 2018.  The report was discussed, but the matter was deferred as per the resolution 
below: 

MOTION NO: AC:2018:09:34 
Moved: Mayor K Redman 
Seconded: Cr B Gidman 

 

That Item 6.2 be deferred until the appointment of the new Council. 
 

In accordance with the Local Government Act 1999 Section 49, Council is required to maintain 
contracts and tenders policies as per the extract below:  

Section 49 - Contracts and tenders policies  

(a1) A council must develop and maintain procurement policies, practices and procedures directed 
towards—  

(a) obtaining value in the expenditure of public money; and  
(b) providing for ethical and fair treatment of participants; and  
(c) ensuring probity, accountability and transparency in procurement operations.  

(1) Without limiting subsection (a1), a council must prepare and adopt policies on contracts and 
tenders, including policies on the following:  

(a) the contracting out of services; and  
(b) competitive tendering and the use of other measures to ensure that services are  
     delivered cost-effectively; and  
(c) the use of local goods and services; and  
(d) the sale or disposal of land or other assets. 

(2) The policies must—  

(a) identify circumstances where the council will call for tenders for the supply of goods, the 
provision of services or the carrying out of works, or the sale or disposal of land or other 
assets; and  

(b) provide a fair and transparent process for calling tenders and entering into contracts in 
those circumstances; and  

(c) provide for the recording of reasons for entering into contracts other than those resulting 
from a tender process; and  

(d) be consistent with any requirement prescribed by the regulations.  
 

AC_20190304_AGN_2259_files/AC_20190304_AGN_2259_Attachment_10609_1.PDF
AC_20190304_AGN_2259_files/AC_20190304_AGN_2259_Attachment_10609_2.PDF
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(3) A council may at any time alter a policy under this section, or substitute a new policy or policies 
(but not so as to affect any process that has already commenced).  

(4) A person is entitled to inspect (without charge) a policy of a council under this section at the 
principal office of the council during ordinary office hours.  

(5) A person is entitled, on payment of a fee fixed by the council, to a copy of a policy under this 
section. 

The existing Council Procurement Policy was adopted in July 2014 and is currently due for review. 

COMMENTS/DISCUSSION 

Since adoption of the Procurement Policy in 2014, there have been a number of local, regional, state 
and national initiatives surrounding procurement practices at all levels of Government.  Some of 
these external influences are listed below: 

 the development of legislation around Industry Participation (Office of the Industry Advocate 
SA – Industry Advocate Act 2017); 

 new or re-negotiated free trade agreements; 

 Strengthening the Competition and Consumer Act 2010 (Cth) regarding unfair contractual 
obligations on small business; 

 Australian Competition and Consumer Commission investigations into Council collaborative 
purchasing. 

 
These legislative changes and procurement reforms, along with the continued success of the 
Barossa Regional Procurement Group collaboration (to which the Town of Gawler now hosts), has 
required some significant changes to the Procurement Policy to ensure that the Council is managing 
procurement in a contemporary and efficient manner. 

The most significant amendments to the Procurement Policy, as now presented, are: 

 Increased focus on local participation, economic benefit and sourcing, including 
consideration of supply chains and where possible seeking locally produced products; 

 Tender thresholds have been increased to align with other Barossa Regional Procurement 
Group Councils. Formalisation of the Acquisition Planning process including documentation 
and evidence required for direct negotiations/purchasing; 

 Increased ability to use existing Panel Contracts (Council or Strategic Alliance contracts) 
without the requirement to undertake secondary procurement processes for low value low 
risk transactions; 

 Increased financial authority to the Chief Executive Officer, Executive Managers and Team 
Leaders to align with Barossa Regional Procurement Group Councils and provided increased 
efficiency in procurement processes. 

 

These amendments, along with the introduction of a Procurement and Contract Management Matrix, 
a suite of new templates, and training for all Team Leaders over the coming months will elevate the 
procurement knowledge held by staff and aid Council in ensuring procurement is undertaken in 
accordance with the Procurement Principles. A copy of the proposed Procurement Policy 
(Attachment 1) and Procurement and Contract Management Matrix (Attachment 2) are provided 
as attachments to this report. 

As the lead Council of the Barossa Regional Procurement Group (BRPG), it is important that the 
policies and financial delegations of the respective Chief Executive Officers is consistent.  This allows 
the BRPG to seek tenders with the consistency of all Councils having similar decision making 
thresholds and time frames. Both these elements are critical in maximising the benefits of collective 
decision making and procurement. All of which is focused on driving greater cost savings, amongst 
other benefits achieved.  

All other Councils within the BRPG (Mid-Murray Council, Barossa Council, Adelaide Plains Council 
and Light Regional Council) have allocated a financial delegation of $1m to their respective Chief 
Executive Officers. 
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The BRPG have also established a number of panel agreements over a number of service 
categories.  The Town of Gawler has contracts with over 70 suppliers through these panel 
arrangements, however, it does not have the ability to preference these suppliers over other 
suppliers under the existing Procurement Policy.  The amended policy provides that where a supplier 
has already been contracted to the Town of Gawler through an established panel arrangement, no 
secondary procurement process is required for procurement up to $100,000.   

As the panel contracts have established pricing including hourly rates, builders’ margins and mark-
ups, a secondary procurement process is not required to ensure that Council is obtaining the best 
value for money. 

Council has over the last three (3) years significantly increased its use of local suppliers, either 
through the BRPG or through applying a local participation evaluation criteria to various procurement 
processes.  The existing procurement policy provided that preference to local business could only 
be considered when all other commercial considerations were equal.   

Although this provided some ability to preference local suppliers, it did not provide the flexibility for 
Council to consider local suppliers first, or where the local supplier did not meet the standards or 
price of other suppliers.  The policy has been amended to provide that each procurement will be 
considered on a case by case basis, and will consider benefits beyond the financial benefit to 
Council, expanding to include economic development outcomes for the town. 

In regards to the BRPG, the Town of Gawler now hosts the BRPG Project Officer role (previously 
undertaken by The Barossa Council). This position is a part-time role at three days per week, and 
provides procurement advice, administration and Executive Officer functions to the BRP Working 
Group. 

COMMUNICATION (INTERNAL TO COUNCIL) 

Chief Executive Officer 
Executive Team 
Leadership Team 

CONSULTATION (EXTERNAL TO COUNCIL) 

Nil 

POLICY IMPLICATIONS 

Procurement Policy 
Disposal of Land and Assets Policy 

STATUTORY REQUIREMENTS 

Local Government Act 1999: 
Section 49 – Contracts and tenders policies 
Section 132A – Related administrative standards 
Section 137 – Expenditure of funds 
State Records Act 1997 

FINANCIAL/BUDGET IMPLICATIONS 

The adoption and implementation of the policy will not result in increased costs for Council.  Some 
efficiencies should be forthcoming from implementation of the policy, in the form of reduced effort by 
staff and impacts on suppliers. 

Training on the use and application of the policy will provided in house by the Team Leader, Property 
and Procurement. 

COMMUNITY PLAN 
Objective 5.2: Be recognised as a ‘best practice’ Local Government organisation 
Objective 5.3: Deliver ongoing effective and efficient services, including support for regional 

collaboration  
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6.2 STRATEGIC RISK REVIEW AND RISK FRAMEWORK UPDATE 

Record Number: CC18/127;IC18/387 

Author(s): Nathan Hall, WHS/Risk Management Officer 

Previous Motions: Council, 18/12/2018, Resolution 2018:12:COU512   Audit, 12/12/2018, 
Motion 2018:12:AC023    Audit, 05/06/2018, Motion AC:2018:06:06   Audit, 
19/02/2018, Motion No: AC:2018:02:06 

Attachments: 1. Risk Management Action Plan 2019 - 2020 CR19/15086    
  
 
 

OFFICER’S RECOMMENDATION 

That the Audit Committee recommends to Council that: 

1. The Strategic Risk Review and Risk Framework Update report be noted 

2. The Risk Management Action Plan 2019-2020 be adopted  

 
 

 

SUMMARY 

Presenting an update report to the Audit Committee pertaining to the Risk Management Action Plan 
2019-20. 

BACKGROUND 

At the 5 June 2018 Audit Committee meeting, meeting procedures were suspended to allow a 
presentation to be made to the Audit Committee by Colleen Green and Adity Roy Chowdhury from 
Local Government Risk Services and Nathan Hall (WHS/Risk Management Officer) relative to 
Council designing a road map to implement an Enterprise Risk Management (ERM) system and the 
development of an organisational Strategic Risk Register.  At the June 2018 meeting the following 
resolution was passed: 
 

Moved by Mayor K Redman  
Seconded by Cr B Gidman  
Motion No: AC:2018:06:25  
That the Audit Committee recommends to Council that the:  

1. Strategic Risk Review & Risk Framework Update report be noted;  

2. Strategic Risk Register be noted  

3. That a workshop be arranged with Council members and independent members on the 
strategic risk review and risk framework prior to it returning to the Audit Committee for a final 
review prior to endorsement. 

 

Subsequent to this, a Strategic Risk and Risk Framework workshop was then convened on 4 
September 2018 with Elected Members and the Independent members of the Audit Committee. 

In the meantime, the Local Government Association Mutual Liability Scheme (LGAMLS) and the 
Local Government Association Workers Compensation Scheme (LGAWCS) conducted a periodic 
Risk Evaluation on the Council’s Risk Management, Work Health and Safety (WHS) and Injury 
Management (IM) systems. The evaluation findings were then tabled to the 12 December 2018 Audit 
Committee at which the following resolution was passed:  

Moved by Cr D Fraser  
Seconded by Cr C Davies  
Motion No: 2018:12:12:AC023  

 

AC_20190304_AGN_2259_files/AC_20190304_AGN_2259_Attachment_10403_1.PDF
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That the Audit Committee recommends to Council that it notes the Local Government 
Association Workers Compensation and Mutual Liability Scheme Risk Evaluation report and 
the attached Risk Evaluation 2018 Summary Report. 

The above motion was subsequently adopted by Council at the 18 December 2018 meeting. 

It was pleasing to note that the Risk Evaluation undertaken by the Scheme did not identify any ‘non-
conformances’ relative to Council’s WHS and IM systems and processes. Whilst a number of Risk 
Management items were identified as ‘sector baseline not met’, some of these items will be 
addressed by the adoption of the updated Procurement Policy (and subsequent internal training in 
procurement processes / procedures) which is separately tabled to this meeting (also noting that the 
adoption of the updated Procurement Policy was deferred by the Audit Committee to the new Council 
in September 2018). 

Since the December 2018 meeting, Council staff have created a Risk Management Action Plan to 
address instances where baseline performance measures were not met. In accordance with the 
resolution from the 5 June 2018 meeting, the draft Risk Management Action Plan 2019-2020 is now 
presented for the Committee’s consideration as Attachment 1. 

COMMENTS/DISCUSSION 

Council staff have been utilising the outcomes from the evaluation to create a Risk Management 
Action Plan for 2019-2020. The aim of the plan is to identify and track actions which will address 
instances where sector baselines were not met within the risk evaluation.  

The Risk Management Action Plan 2019-2020 also outlines the proposed actions aligned to the 
Strategic Risk Register. 

The development of the action plan has been consulted with both the Executive Management Team 
and the Health Safety Committee.  

COMMUNICATION (INTERNAL TO COUNCIL) 

Executive Management Team 
Leadership Team 
Health Safety Committee 

CONSULTATION (EXTERNAL TO COUNCIL) 

Local Government Risk Services 

POLICY IMPLICATIONS 

Risk Management Policy 

STATUTORY REQUIREMENTS 

Local Government Act 1999: 
a) Section 125 Internal Control Policies  
b) Section 132A Related Administrative standards 

FINANCIAL/BUDGET IMPLICATIONS 

Whilst the Local Government Workers Compensation Scheme does provide financial incentives (via 
rebates off Workers Compensation Insurance premiums) to each Council relative to WHS 
performance, there is currently no such direct incentive provided relative to Risk Management. 

Nonetheless, the ongoing application of prudent and appropriate risk management processes will 
lead to improved project management outcomes, which will, in turn, facilitate favourable financial 
outcomes for Council. 
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COMMUNITY PLAN 

Objective 5.2: Be recognised as a ‘best practice’ Local Government organisation  
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6.3 DEBTOR ANALYSIS REPORT AS AT 31 JANUARY 2019 

Record Number: CC18/127;IC19/18 

Author(s): Tony Amato, Team Leader Finance 

Previous Motions: Audit Committee, 30/5/2017, Motion No: AC:2017:05:33 Council, 28/2/2017, 
Motion No: 2017:02:58 

Attachments: Nil  
  
 
 

OFFICER’S RECOMMENDATION 

That the Audit Committee recommends to Council that the Debtor Analysis Report as at 31 
January 2019 be noted.  

 

 

BACKGROUND 

The provision of a six (6) monthly Debtor Analysis Report in accordance with the Audit Committee 
2018/19 Workplan. 

COMMENTS/DISCUSSION 

As at 31 January 2019, rates in arrears amounted to $1,013,669.  This represents 4.52% of the total 
budgeted rate revenue for the year, which is slightly above the 2018/19 Annual Budget/Business 
Plan aspirational target of 4% for 30 June 2019. 

Table 1 below outlines recent history relating to the value of outstanding Rates Debtors. 

Table 1 – Value of Outstanding Rates Debtors 30/6/2013 – 31/01/2019 

Date 
Outstanding Rates 

Debtors $ 
% of Rate Revenue 

for year 

% Movement in $ 
outstanding from 

previous financial year 

31/01/2019 1,013,669 4.52 +12.93 

30/06/2018 897,618 4.21 +23.27 

30/06/2017 728,196 3.53 -5.4 

30/06/2016 770,336 3.95 -17.6 

30/06/2015 923,512 4.97 +23.3 

30/06/2014 748,927 4.36 -7.4 

30/06/2013 808,792 5.04 -15.8 

 

It is important to note that the percentage of rates debts outstanding can be subject to fluctuation 
during a particular financial year, based on quarterly payments cycles and also cyclic debt recovery 
processes applied during each financial year.  

Key elements of Council’s strategy to reduce the value of outstanding rates debtors is primarily 
guided by Council’s Debtor Management Policy (Policy 6.11), the main aspects of which are: 

a) Reminder letters sent after each quarterly instalment cycle; 

b) Regular liaison with Council’s Debt Collection agency; 

c) Encouraging ratepayers who are experiencing financial difficulty to enter into a formal 
payment arrangement plan; and 

d) Implementation of new payment options such as Direct Debit, BPay View and Ezybill, which 
are actively promoted and encouraged to customers by staff.  
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As at the reporting date, 963 payment arrangement plans were in place (representing 8.46% of 
rateable properties). 

Sale of properties for non-payment of rates update 

Unfortunately, there are invariably a small number of ratepayers who do not respond to repeated 
requests for payment or negotiate payment arrangements. To cater for such instances, and as a 
measure of last resort, the Council has the legislative ability to commence proceedings for the sale 
of property due to non-payment of Rates, in instances where Rates have been outstanding for 3 
years or more. 

Since February 2016, Council has authorised the commencement of sale proceedings for fifteen (15) 
properties. Following the formal instigation of such proceedings, fourteen (14) of the properties have 
either had the rates paid in full, the required arrears paid in full, or have entered into and maintained 
appropriate repayment plans. 

For the remaining property (being a very small nondescript private laneway on High Street, Gawler 
– the registered owner of which has repeatedly been unable to be contacted), Ray White Real Estate 
conducted a Public Auction on 25 September 2018 which unfortunately did not result in the sale of 
the property.   

Due to the failure of the auction, and pursuant to Section 185 (Procedure where Council cannot sell 
land) of the Local Government Act 1999, in December 2018 the Administration sought Council 
approval to seek a Ministerial order relating to the transfer of the property into the ownership of the 
Crown or Council. To this end, the following resolution was passed at the 18 December 2018 Council 
meeting: 

Moved: Cr D Hughes 
Seconded: Cr P Koch 
Motion No: 2018:12:COU505 

 
That:- 
1. Council authorises the Administration to make application to the Minister responsible for   

1. the Crown lands Act 1929, to transfer the land identified as Lot 86 High Street, Gawler SA 
5118 (CT5735/823) into the ownership of the Crown or Council. 
2. Upon successful application, Council authorises the Administration to write off the total  

2. rates balance outstanding for the property (currently $27,974.77). 
3. Should the Minister determine that the land be transferred to Council, then Council  

3. resolves, pursuant to Section 193(4)(a) of the Local Government Act 1999, that Lot 86 
High Street, Gawler SA 5118 (CT5735/823) be excluded from classification as 
Community Land. 
4.  

Staff have since written to the Minister for Local Government seeking the transfer of the property into 
either the Crown or Council’s ownership.  The Minister’s office have acknowledged receipt of our 
correspondence and have referred the matter to the Crown Lands Program of the Department for 
Environment & Water.  

Based on discussions with the Department to date, it is envisaged transfer of ownership of the 
property to either the Crown or Council will occur prior to the end of the 2018/19 financial year. 

 

Sundry Debtors Analysis 

An analysis of sundry debtors (i.e. excluding rates debtors) as at 31 January 2019 is disclosed in 
Table 2 below. 
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Table 2 – Sundry Debtors Analysis as at 31 January 2019 

 

COMMUNICATION (INTERNAL TO COUNCIL) 

Team Leader Property & Procurement 

CONSULTATION (EXTERNAL TO COUNCIL) 

CLI Lawyers SA Pty Ltd 

Birtsos Legal 

Crown Lands Program, Department for Environment & Water 

POLICY IMPLICATIONS 

Debtor Management Policy 

STATUTORY REQUIREMENTS 

Local Government Act 1999 - Chapter 10 Rates and Charges  

FINANCIAL/BUDGET IMPLICATIONS 

Staff are cognisant of the need to ensure that there are appropriate procedures in place towards 
ensuring outstanding debts are collected in a timely manner – this approach being the catalyst 
behind the development and adoption of the Debtor Management Policy in 2012.  

Prompt payment by debtors will facilitate the maximisation of Council’s cashflow and minimise net 
interest costs. 

COMMUNITY PLAN 

Objective 5.2: Be recognised as a ‘best practice’ Local Government organisation.  

Debtor Category Note >90 days 60-90 days 30-60 days Current TOTAL

Lease / Rent 1 1,990$       501$            23,663$       26,154$            

Cemetery fees 750$          2,544$         18,566$       21,860$            

Sports & Community Centre 2 534$          3,332$         3,934$         7,801$              

Developer Contributions 3 1,457$       624$            42,134$       44,215$            

Library Reimbursements 3,449$         3,449$              

Health Inspections 289$          300$            517$            1,106$              

Water / Electricity etc. Reimbursements 364$            6,896$         7,260$              

Property Searches 799$            342$            1,141$              

Inflammable Undergrowth 4 1,120$       1,226$         2,346$              

Waste Management Charges 3,580$         3,580$              

Visitor Information Centre 204$          204$                 

Others 5 8,914$         12,791$       21,705$            

TOTAL 1,120$       5,224$       17,378$       117,098$     140,821$          

% of Actual $ Outstanding 1% 4% 12% 83% 100%
% Debtor Management Policy target 4% 6% 20% 70% 100%

Note 1 - $1,990 : Lease - Paying early February

Note 5 - Sundry fees, charges and reimbursements (includes over 20 different invoices of insignificant amounts)

Note 4 - $1,120 : Attached to rates and will be collected  through the rates process

Note 3  - $1,457 : Land Division Clearance held until payment received - legally have 3 years to pay

Note 2 - $534 :  Room Hire - Sent to legal
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6.4 TREASURY MANAGEMENT REVIEW 2017/2018 

Record Number: CC18/127;IC19/14 

Author(s): Erin McGarry, Financial Accountant 

Previous Motions: Nil 

Attachments: 1. Draft Treasury Mangement Policy CR19/11707    
  
 
 

OFFICER’S RECOMMENDATION 

That the Audit Committee recommends to Council that: 

1. The 2017/2018 Treasury Management Review be received and noted. 

2. The Treasury Management Policy as presented be adopted. 
 

 

SUMMARY 

Each year, the Council Administration provides an annual performance review of the previous 
financial year’s treasury management function. This report provides a comprehensive review of the 
Debt Management and Investment outcomes during the 2017/2018 financial year. 

The financial position of Council in 2017/2018 resulted in a continuing heavy reliance on Council’s 
overdraft facility, however, it is important to note that the level of debt was thoroughly planned in 
conjunction with Council’s Long Term Financial Plan (LTFP).  

Council was not in a position throughout the 2017/2018 financial year to invest any surplus cash 
funds into Council’s investment account, instead any surplus cash inflows received were applied to 
debt reduction at the earliest opportunity to minimise the interest expenses incurred during the year. 
It is an important function within the Finance team that cash-flow is monitored daily to ensure that 
the best treasury management outcome for Council is achieved.  

As per the Treasury Management Policy (Policy 6.4), Council must review the policy on an annual 
basis. The Administration has not found any need to materially change the content of this policy at 
this juncture, however, minor changes (relative to updated Policy review dates) have been made to 
the document (refer Attachment 1).  

BACKGROUND 

Pursuant to Section 140 of the Local Government Act 1999, and in accordance with the Treasury 
Management Policy (Policy 6.4), Council must undertake an annual performance review of its 
treasury management performance. 

The purpose of this report is to provide a review of Council’s treasury management for the 2017/2018 
financial year. 

COMMENTS/DISCUSSION 

 
1) Debt Management 

 

During the 2017/2018 financial year, Council increased the limit of its Cash Advance Debenture 
(CAD) facility with the Local Government Finance Authority (LGFA) by $3M, to assist with day-to-
day cash flow and with the primary purpose to provide the capital funding necessary to complete 
major budgeted capital works programs. The advantage of utilising a variable interest rate CAD 
facility, rather than a fixed interest rate/term debenture loan, is that Council has the ability to repay 
the CAD at any time as cash flow permits and will only pay interest on what Council actually draws 
down. Consequently, the CAD facility essentially acts as a bank overdraft. Consistent with accepted 
best-practice treasury management principles, this is the most cost effective way of reducing net 

AC_20190304_AGN_2259_files/AC_20190304_AGN_2259_Attachment_10527_1.PDF
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interest expense. As per Council’s Treasury Management Policy, the loan portfolio mix is reviewed 
on an annual basis. 

Given the ongoing utilisation of the CAD borrowing facility during the 2017/2018 financial year, any 
surplus cash funds received during periods of peak cash inflows were immediately applied towards 
debt reduction in accordance with Council’s Treasury Management policy.  

Council’s level of debt is represented using the Net Financial Liabilities (NFL) ratio. The ratio is 
defined as total liabilities less financial assets (excluding equity accounted investments in Council 
business) as a percentage of total operating revenue.  

As per the Treasury Management Policy 4.4.7 ‘There is no optimal single number or even narrow 
range for this indicator. What is important is that the Council understands and is comfortable with its 
ratio and that it has been determined based on future community needs and long-term financial 
sustainability’. Council’s policy position, and the widely accepted Local Government industry view, 
is that the NFL ratio result should not exceed 100% - whereby the level of net financial liabilities does 
not exceed Council’s operating revenue. The lower the percentage, the more capacity Council will 
have to borrow additional funds towards the investment of new and/or upgraded fixed assets (noting 
that investment in the replacement/renewal of existing assets should ideally be funded from recurrent 
revenue). 

The NFL ratio is an important tool for the decision makers (Elected Members) of Council to ensure 
that they are sufficiently informed and that they are able to make major strategic decisions (which 
potentially have long-term financial consequences) with the consideration of the long term financial 
sustainability of Council. 

Graph 1 below outlines Council’s NFL ratio since 2009/10. 

 

 

Graph 1 –Net Financial Liabilities Ratio The increase in the NFL ratio since 2014/2015 was 
planned, consistent with Council’s long term financial estimates. However, ongoing prudent financial 
and budget management will be required to ensure that the ratio result remains within the policy 
threshold and, preferably, that the ratio result reduces over coming years to provide increased future 
borrowing capacity (if required) and to reduce net interest costs.  

The Treasury Management policy also dictates (Clause 4.7 section (a)) that details regarding 
Council’s loan portfolio will be disclosed within the Treasury Management Performance Review. To 
this end, details of the loan portfolio are outlined in Tables 1 & 2 below: 
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Table 1 – Summary of Loan Liabilities as at 30 June 2018 

 

On 27 June 2017, Council adopted a revision to the Loan Type Portfolio Targets disclosed within the 
Treasury Management Policy to assist Council staff in its decision-making for any future borrowings 
and/or changes to current loans. As per Table 2 below, Council’s current loan portfolio was within 
the policy targets as at the reporting date. 

 

Table 2 – Summary of Loans by Loan Type as at June 2018 

Graph 2 below outlines the balance of Councils Cash Advance Debenture facilities at the end of 
each reporting period (EOM). The red line indicates Council’s borrowing capacity.  

 

Debenture 

Ref.

Settlement 

Date 

Maturity 

Date

Amount 

Borrowed / 

Available 

Interest Rate Balance Outstanding Type of Loan Notes

97 15/06/2007 15/05/2023 3,000,000      7.88% 1,401,110.40$             Fixed Interest Capital Expense Funding

99 16/03/2009 16/03/2024 3,000,000      4.99% 1,363,172.99$             Fixed Interest Capital Expense Funding

100 15/01/2010 15/01/2025 3,000,000      6.80% 1,770,901.15$             Fixed Interest Capital Expense Funding

102 15/02/2011 15/02/2026 3,000,000      6.85% 1,965,279.10$             Fixed Interest Capital Expense Funding

12,000,000    6,500,463.64$             46%

Gawl CA96 15/06/2007 15/06/2022 1,687,754      Variable -$                               Variable Interest Cash Advance Facility

Gawl CA101 28/04/2010 28/04/2025 2,000,000 Variable -$                               Variable Interest Cash Advance Facility

Gawl CA103 15/09/2016 15/09/2026 100,000 Variable 50,000.00$                  Variable Interest

Cash Advance Facility - 

Gawler Bowling Club

Gawl CA104 17/10/2016 17/10/2026 5,600,000 Variable 3,321,771.88$             Variable Interest Cash Advance Facility

Gawl CA105 17/10/2016 17/10/2026 4,400,000 Variable 4,400,000.00$             Variable Interest Cash Advance Facility

13,787,754 7,771,771.88$             54%

TOTAL 14,272,235.52$          

Portfol io 

Target

% of Loan Principal  

Outstanding (as  at 

30/06/2018)

Min 25% 46%

Min 30% 54%

Portfolio Loan Types

Fixed Interest - Credit Foncier

Variable Interest

Type of Loan
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2) Investments 

 
Developer Contributions  

Due to Council’s on-going reliance on its overdraft facility with the LGFA, and consistent with the 
treasury management principles enshrined in Council’s Treasury Management Policy, Council 
internally borrowed from this investment fund. These funds, whilst no longer being held in a separate 
investment fund, still accrue interest and are still reported to the various developers as amounts held 
by Council to be spent on projects as per the associated Infrastructure Delivery Deed.  

This accounting treatment reduces Council’s net interest costs. Internal transactions are recorded 
monthly to capture investment interest that Council would have otherwise earned if the developer 
contribution funds amount was still separately invested. This valid and appropriate accounting 
treatment, towards minimising net interest costs, saved Council $40K in interest payable during the 
reporting period. 

This accounting treatment is now also being used regarding developer contributions to be received 
relative to the Gawler East development area. This accounting process is enshrined within the 
Gawler East Development – Infrastructure Funding Policy. 

24Hr Call Investments 

In the 2017/2018 financial year, Council continued to be heavily reliant on the CAD Facility and was 
not in a position during the year to invest any excess funds. As a result the only interest Council was 
able to generate was from funds paid direct into Council’s investment account such as: 

- Financial Assistance Grant paid by Federal Government 

- The annual bonus distribution from the LGFA to Councils, allocated by debenture loan / 
investment holdings (this equated to $15K in 2017/2018) 

1.  
2. The minimal amount of interest that was generated from these amounts is shown in Graph 2 
below: 

 

Graph 2 – Total Interest Earned 

 

These amounts received were then transferred to offset CAD balances at the earliest opportunity.  

Graph 4 below shows how investment activity has substantially reduced in recent years as Council 
has transitioned to an ongoing reliance on CAD facilities. The graph shows that the interest earned 
from investments held with the LFGA has been minor over the last two financial years. 
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Graph 4 – Total Interest Earned by Financial Institution 

 

Graph 5 below compares the rate of return on investments to the official Reserve Bank cash rate. 
The graph indicates that the LGFA’s rate of return on council’s investments, as per previous years, 
continues to be consistent with the Reserve Bank official cash rate. 

 

 

Graph 5 – Reserve Bank Australia vs The Local Government Finance Authority Cash Rate 

COMMUNICATION (INTERNAL TO COUNCIL) 

Team Leader Finance 
Manager Finance and Corporate Services 

CONSULTATION (EXTERNAL TO COUNCIL) 

Local Government Finance Authority 
National Australia Bank 

POLICY IMPLICATIONS 

Treasury Management Policy 
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STATUTORY REQUIREMENTS 

Section 140 of the Local Government Act 1999 

FINANCIAL/BUDGET IMPLICATIONS 

Loan repayments (comprising both principal and interest) and investment income are provided for in 
the annual operating budget, based on projected cash flow forecasts. 

COMMUNITY PLAN 

Objective 5.2: Be recognised as a ‘best practice’ Local Government organisation 
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6.5 2018/19 AUDIT COMMITTEE WORKPLAN PROGRESS REPORT 

Record Number: CC18/127;IC19/17 

Author(s): Rhiann Webb, Personal Assistant Finance and Corporate Services 

Previous Motions: Audit, 05/06/2018, Motion No: 2018:06:29 

Attachments: 1. 04-03-19 Audit Committee Workplan 2018-19 CR19/15368    
  
 
 

OFFICER’S RECOMMENDATION 

That the Audit Committee notes the 2018/19 Audit Committee Workplan Progress Report. 
 

 

BACKGROUND 

The 2018/19 Audit Committee Workplan was tabled and endorsed at the 5 June 2018 Audit 
Committee meeting. 

The purpose of this report is to provide an update of progress of actions identified in the Workplan. 

COMMENTS/DISCUSSION 

Workplan actions progress comments are provided within Attachment 1. 

As previously requested by the Committee, the 2018/19 Workplan Progress Report has been now 
updated such that each Policy to be reviewed by the Committee is now individually listed within 
Section 5 Policy Review of the report. 

COMMUNICATION (INTERNAL TO COUNCIL) 

Manager Finance & Corporate Services 
Team Leader Finance 

CONSULTATION (EXTERNAL TO COUNCIL) 

Nil 

POLICY IMPLICATIONS 

Nil 

STATUTORY REQUIREMENTS 

Local Government Act 1999 Section 126 - Audit Committee 

FINANCIAL/BUDGET IMPLICATIONS 

Nil 

COMMUNITY PLAN 

Objective 5.2: Be recognised as a ‘best practice’ Local Government organisation 

  

AC_20190304_AGN_2259_files/AC_20190304_AGN_2259_Attachment_10530_1.PDF
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6.6 2018/19 2ND QUARTER BUDGET REVIEW (AS AT 31 JANUARY 2019) 

Record Number: CC18/127;IC19/19 

Author(s): Tony Amato, Team Leader Finance 

Previous Motions: Council, 28/02/2017, Motion No: 2017:02:44 

Attachments: 1. 04-03-2019 - 2nd Quarter Budget Review CR19/15348    
  
 
 

OFFICER’S RECOMMENDATION 

That the Audit Committee recommends to Council that the 2018/19 2nd Quarter Budget 
Review (as at 31 January 2019) be adopted, which details an estimated end of year 
underlying operating deficit of $301,000. 

 

 

SUMMARY 

In accordance with Section 123 of the Local Government Act 1999 and the Local Government 
(Financial Management) Regulations 2011, this report comprises the second of three quarterly 
budget reviews for the 2018/2019 financial year. 
 
The primary purpose of this report is to review the 2018/2019 budget in consideration of the current 
financial year actual performance. The underlying approach taken is consistent with the principles of 
the Budget Management Policy, which prescribes that any unfavourable budget variations should, 
in the first instance, be sourced from within the existing budget wherever possible. 

BACKGROUND 

1. The 2018/19 2nd Quarter Budget Review (as at 31 January 2019) is presented to the Audit 
Committee for endorsement prior to consideration by Council at the 26 March 2019 meeting.  
2.  
This reporting process reflects Council’s request that all quarterly budget reviews be considered and 
endorsed by the Audit Committee prior to presentation to Council. 

COMMENTS/DISCUSSION 

All budget variations have been processed by staff in accordance with the Budget Management 
Policy. Appendix 2 summarises the budget review variances as follows: 
 
- Section A lists budget transfers approved by Managers/CEO in accordance with the policy 

thresholds (four transfers included - net total of $0; 
- Section B lists various operating initiatives and capital project funds brought forward from the 

2017/18 budget to complete various projects in 2018/19 (net total of $30,912); 
- Section C lists budget variations previously approved by Council (net total of $35,638); and 
- Section D lists recommended budget variations requiring the authorisation of Council (net 

total reduction of $776,721). 
 
The budget variations incorporated within this review provide for an estimated reduction in the 
underlying 2018/19 operating result of $104k (from an operating deficit of $405k to an operating 
deficit of $301k) and a decrease of $496k in net capital expenditure. 
 
An overview of the primary budget variations included in this review is detailed below. 
 
1. Summary of proposed key Budget variations 

 
Statement of Comprehensive Income 
 
Operating Surplus / (Deficit) 

AC_20190304_AGN_2259_files/AC_20190304_AGN_2259_Attachment_10532_1.PDF
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The material operating budget variations included in this review are listed hereunder: 
 

a) $148k net decrease in employment costs resulting from ‘one-off’ savings derived from 
vacant positions ($191k), offset by short-term consultants/agency staff engaged to 
temporarily back-fill such positions ($43k);    

b) $224k net decrease in Gawler East precinct developer contributions resulting from timing 
adjustments pertaining to the slower rate of development that is currently occurring in 
Gawler East; 

c) $119k increase in developer contributions relating to stormwater and open space 
infrastructure; 

d) $50k decrease resulting from the disbandment of the Sundry Projects Fund (noting that the 
Administration is now only applying for grant funding that leverages off existing project 
budgets); 

e) $16k increase in Federal Government Local Roads grant funding; 
f) $25k increase to accommodate the conversion of the $25k contribution towards the 

refurbishment of the Gawler Oval netball courts from ‘in-kind’ to cash (per Council 
resolution at the November 2018 Council meeting). 

 
Capital Expenditure Budget 
 
Net decrease of $496k including: 
 

a) $225k increase relating to the Smart Cities m-Commerce / Connected Community project. 
This expenditure is fully offset by grant funding of $225k; 

b) $670k decrease relating to the deferral of a component of the Walker Place Development 
project until 2019/20 (i.e. timing adjustment); 

c) $40k increase relating to the Gawler High School Pedestrian Crossing. This expenditure is 
fully offset by grant funding of $40k; 

d) $33k increase for the reinvestment of proceeds received from Local Government Risk 
Services into various WHS initiatives; 

e) $10k increase for the purchase of Elected Members laptops (per Council resolution in 
January 2019); 

f) $150k decrease relating to the deferral of the stadium surface upgrade until 2019/20. 
 
A detailed analysis of proposed budget variations incorporated within this review is included in 
Appendix 2. 

COMMUNICATION (INTERNAL TO COUNCIL) 

Executive Management Team  
Manager Finance & Corporate Services  
Financial Accountant 

CONSULTATION (EXTERNAL TO COUNCIL) 

Nil 

POLICY IMPLICATIONS 

Budget Management Policy 
Treasury Management Policy 

STATUTORY REQUIREMENTS 

Local Government Act 1999 - Section 123 Annual business plans and budgets  
Local Government (Financial Management) Regulations 2011 Part 2 (9) 
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FINANCIAL/BUDGET IMPLICATIONS 

The budget variations incorporated within this review provide for an estimated reduction in the 
underlying 2018/19 operating result of $104k (from an operating deficit of $405k to an operating 
deficit of $301k) and a decrease of $496k in net capital expenditure. 
  
Financial Indicators  
 
The key financial indicators (i.e. Operating Surplus Ratio, Net Financial Liabilities Ratio and the Asset 
Sustainability Ratio) have been impacted as per Table 1 below.  
 
Table 1 – Financial Indicators 2018/19 

Indicator  2018/19 
Adopted 

Budget  

2018/19 1st
  

Quarter 
Review  

2018/19 2nd
  

Quarter 
Review 

Council 
Policy 
Target  

Estimate 
within Policy 

Target  
Operating Ratio  -2.8%  -4.5%  -4.2%  0-10% 

Adjusted Operating Ratio  0.2%  -1.4%  -1.1%  0-10% 

Net Financial Liabilities Ratio  86%  89%  87%  0-100% 

Asset Sustainability Ratio * 97%  165%  165%  90-100%  

*Estimated ratio result exceeds policy target primarily due to increased funding provided to renewal / replacement of 
infrastructure as part of Murray Street Stage 6 / Gawler Mill Bridge project. 

Whilst recent increases in the Net Financial Liabilities ratio have been provided for within Council’s  
Long Term Financial Plan, Council will need to continue to be vigilant in its upcoming financial 
planning deliberations (most notably during Long Term Financial Plan discussions), to ensure that 
the ratio result is maintained within Council’s policy target position and, ideally, reduced so as to 
‘free-up’ future borrowing capacity in the longer term.  

COMMUNITY PLAN 

Objective 5.2: Be recognised as a ‘best practice’ Local Government organisation  
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6.7 2019/20 DRAFT BUDGET 

Record Number: CC18/127;IC19/16 

Author(s): Paul Horwood, Manager Finance & Corporate Services 

Previous Motions: Nil 

Attachments: 1. Draft 2019/20 Statutory Financial Statements CR19/15444   
2. Draft 2019/20 Recurrent Budget: Revenue CR19/15445   
3. Draft 2019/20 Recurrent Budget: Expenditure CR19/15446   
4. Draft 2019/20 Capital Expenditure Bids CR19/15576   
5. Draft 2019/20 New Initiative Bids CR19/15585    

  
 
 

OFFICER’S RECOMMENDATION 

That the Audit Committee recommends to Council that it consider the following feedback 
from this Committee regarding the 2019/20 draft budget: 

1. …… 

2. …… 

3. …… 

 
 

 

BACKGROUND 

To date, discussions with Elected Members relative to the draft 2019/20 Budget have occurred as 
follows: 

a) Budget Workshop No 1 (4 December 2018) – Financial Overview 
b) Budget Workshop No 2 (14 February 2019) – Draft Long Term Financial Plan Update (draft 

2019/20 Capital Expenditure and New Initiative Bids were presented to this workshop, but 
were ultimately not discussed. The Budget bids, and the draft 2019/20 Recurrent Budget 
will form the basis of the next Budget workshop to be held on 7 March 2019).   

 
The initial draft 2019/20 budget tabled (but ultimately not discussed) to the Elected Member budget 
workshop on 14 February 2019 provided for an operating deficit of $552k and a net capital works 
program of $10.081m (i.e. gross expenditure of $11.546m less external funding / asset sales of 
$1.464m). 
 
The purpose of this report is for the Audit Committee to consider the financial elements of the draft 
2019/20 Budget and provide feedback to Council, in advance of Council’s further ongoing budget 
deliberations. 

COMMENTS/DISCUSSION 

Key Factors influencing the draft 2019/20 Operating Budget  
 
The existing Long Term Financial Plan (LTFP), which was adopted by Council in conjunction with 
the 2018/19 Budget in June 2018, forecast an operating deficit for 2019/20 of $2.405m, inclusive of 
a ‘one-off’ payment of $2.4m to the State Government towards the upgrade of Potts Road as part of 
the Gawler East Link Road construction. Consequently, with the exclusion of this extraordinary item, 
the LTFP was effectively forecasting a balanced operating result for the 2019/20 financial year. 
 
However, since the adoption of the 2018/19 Budget, there have been a number of material factors 
that have influenced the preparation of the draft 2019/20 Operating Budget, such that the initial draft 
2019/20 budget now presented reflects an estimated operating deficit of $537k (the $15k 

AC_20190304_AGN_2259_files/AC_20190304_AGN_2259_Attachment_10529_1.PDF
AC_20190304_AGN_2259_files/AC_20190304_AGN_2259_Attachment_10529_2.PDF
AC_20190304_AGN_2259_files/AC_20190304_AGN_2259_Attachment_10529_3.PDF
AC_20190304_AGN_2259_files/AC_20190304_AGN_2259_Attachment_10529_4.PDF
AC_20190304_AGN_2259_files/AC_20190304_AGN_2259_Attachment_10529_5.PDF
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reduction in the estimated deficit since the 14 February 2019 workshop solely relates to a reduction 
in the estimated contribution to the Gawler River Flood Management Authority, based on the draft 
2019/20 budget since received from the Authority). These key factors are discussed further below: 
 

a) Accounting treatment of $2.4m payment to State Government relative to Gawler East 
Link Road 

 
In accordance with the funding Deed with the Minister for Transport & Infrastructure pertaining to the 
Gawler East Link Road, Council is required to make a $2.4m contribution, towards the upgrade of 
Potts Road, within 30 days of practical completion of the road. This contribution effectively emanated 
from the basis that Council had previously provided similar funding in its Long Term Financial Plan 
towards the upgrade of Potts Road irrespective of whether the Gawler East Link Road was 
constructed or not.  
 
Previously, the proposed accounting treatment of the contribution was as an operational expense 
recorded in the Statement of Comprehensive Income. 
 
However, further consideration of this matter by the Administration, in conjunction with Council’s 
external auditors, has now deemed that the $2.4m payment be treated as a capital expenditure item. 
 
This decision has been reached on the basis that the contribution is directly towards the 
reconstruction of Potts Road, as specifically outlined in the funding Deed with the Minister, which 
would normally be considered as a capital expenditure item.  
 
As a result of this accounting treatment amendment, the value of ‘Physical resources received free 
of charge’ previously estimated within the Statement of Comprehensive Income will be consequently 
diminished by $2.4m to more appropriately reflect the net value of the Gawler East Link Road that is 
actually received ‘free of charge’ from the State Government. 
 
The $2.4m payment is subsequently now treated as a 2019/20 Capital Expenditure budget bid. 
 

b) Increased depreciation as a result of asset revaluations as at 30 June 2018 
 
A periodic independent revaluation of building assets was undertaken during July-August 2018, to 
inform the General Purpose Financial Statements as at 30 June 2018. The outcome from the 
revaluations, as disclosed in Note 7b of the 2017/18 General Purpose Financial Statements, was an 
estimated future increase of annual buildings depreciation expense in the order of $400k. 
 
As the actual revaluations were undertaken during July-August 2018, the financial outcome was not 
able to be used to inform the 2018/19 Budget adopted by Council in June 2018. 
 
However, as noted in the external auditors Audit Completion Report for the year ended 30 June 
2018, which was tabled to the October 2018 Audit Committee meeting, the Administration has since 
undertaken a review of useful lives for Council’s building assets. This review was informed by a 
combination of the independent buildings revaluation undertaken, the separate independent building 
condition assessments undertaken, and local knowledge. 
 
Further, as reported within the 2018/19 1st Quarter Budget Review tabled to the December 2018 
Audit Committee meeting, the Administration has also since deleted from Council’s asset register 
various leased buildings that are actually under the ownership and control of the lessee (as stipulated 
in the various lease agreements). 
 
The combined effect of the above is that the annual net increase in buildings depreciation is in the 
order of $186k, which has consequently been included in the draft 2019/20 budget. 
 
With regard to Council’s transport assets (valued at over $170m), large increases in road 
construction material costs and assigned project management costs (the latter relates to staff 
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salaries associated with project management) has culminated in an annual increase of depreciation 
expense in the order of $300k.  
 
Taking the above depreciation expense adjustments into consideration (i.e. $186k + $300k = $486k), 
the forward estimates within the updated LTFP have been consequently adversely affected by this 
amount. 
 

c) Gawler East development 
 
Council has previously adopted a funding model relative to the $80m identified major infrastructure 
that will progressively be provided within the Gawler East development zones over the life of the 
development (the $80m includes the cost of the Gawler East Link Road which is currently under 
construction).  
 
Once fully developed, it is envisaged that the Gawler East development will comprise over 3,000 
residential allotments supporting a population in the order of 10,000.  
 
To secure appropriate developer contributions of $25m, over the life of the development, towards 
the cost of the identified infrastructure to be provided within the development area, the funding model 
provides for developers to make a per-new-allotment contribution, with the contribution being 
payable upon the creation of each new allotment. Importantly, the contributions required are 
ultimately financially secured by the application of Separate Rates by Council (which are 
automatically postponed pending development occurring on the affected land). 
  
Each per-new-allotment contribution received from the developers’ incorporates a component that 
will become payable to the State Government, as a designated return on the State Government’s 
investment in the Gawler East Link Road. Importantly, the $5.8m payable to the State Government 
as a return on its investment only becomes incrementally payable upon the creation of each new 
residential allotment – thus, payments to the State Government will be commensurate with the actual 
rate of development that actually occurs. 
 
The other components of the developer contributions to be received over the life of the development 
pertain to the future provision of traffic interventions (accounted for as capital revenue) and social 
and community infrastructure (accounted for as operating revenue). Such contributions will be 
transferred to the associated Equity Reserve within Council’s Balance Sheet, pending the physical 
construction of the infrastructure that the contributions relate to.  
 
In this regard, the initial development forecasts, based on the best available information at the time, 
was that 220 new residential allotments would be created within the Gawler East development area 
each year. Part of this assumption was predicated on the fact that the completion of the Gawler East 
Link Road and the creation of a commercial precinct within the Springwood development, would act 
as a trigger and catalyst for an increased rate of new residential allotments occurring. 
 
Whilst this may yet be the case, new allotment growth forecasts within the Gawler East area have 
been revised consistent with the slowed rate of development that is actually occurring within the 
area, which is also consistent with other key residential development areas within Council. 
 
As a result, the estimated rate of growth within the Gawler East development area has been 
materially downgraded from 220 to 100 new allotments each year. This has had a material 
consequential financial impact on the future timing of developer contributions, such that the 2019/20 
draft operating budget has been adversely affected by $278k when compared to the previous 
2019/20 operating forecast contained within the adopted LTFP. This impact has been the result of a 
reduction in the estimated social/community infrastructure developer contributions for 2019/20 from 
$508k to $230k (as a direct result of the estimated new allotments to be created in 2019/20 reducing 
from 220 to 100 – noting that such contributions are accounted for as an operating revenue item).  
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2019/20 Budget Overview 
 
It is important that each year’s budget deliberation process is not considered in isolation – i.e. longer 
term impacts and factors should be taken into consideration as part of a long term financial 
sustainability approach. 
 
In this regard, it is important that consideration is given to the next year’s budget forecast contained 
within the draft Long Term Financial Plan, which importantly is developed within a longer term 
framework but also considers funding implications of financing capital works programs contained 
within Council’s 10-year Infrastructure and Asset Management Plan. 
 
With the longer term view in mind, it is important to note that Council’s finance costs and depreciation 
costs are forecast to further increase in the next few years, as a direct result of loan borrowings being 
undertaken to part fund major new/upgraded assets either recently constructed (i.e. the Civic Centre 
redevelopment) or to be constructed (e.g. $3.4m investment in Walker Place redevelopment, of 
which $1m funding from the State Government has previously been received). Further to this, as 
such works reflect new or upgraded assets, there will also be an increase in Council’s recurring costs 
associated with the maintenance of such assets.  
 
The Long Term Financial Plan also provides for new depreciation, from the 2019/20 financial year, 
relative to the construction of the $60m Gawler East Link Road, which will become a Council owned 
asset on practical completion of the road. Whilst indicative depreciation of $500k p.a. has been 
provided for, given that the road is currently scheduled for completion at the end of January 2020 
the 2019/20 budget provision is $200k (i.e. for the February-June 2020 period). The quantum of 
estimated depreciation for the various depreciable sub-elements of the road will be further 
investigated and refined as more accurate and reliable data becomes available.  
 
Other factors to be considered, in addition to Long Term Financial Sustainability considerations, 
include the following: 
 

a) Growth Management – Council is one of the fastest growing Council’s in the State which 
presents both future opportunities and challenges (Gawler’s growth rate has consistently 
been 2% or above in recent years); 

 
b) New Rate Revenue from Growth – Council has continually realised new rate revenue from 

development growth in the order of 2% for an extended period. Based on known new 
allotment data for the 2019/20 rating year, it is currently anticipated that Council will again 
realise new rate revenue growth in the order of 2%; 
 

c) Asset Divestment Program – previous recent iterations of the annual budget and Long 
Term Financial Plan have been predicated on substantial cash funds being realised from the 
sale of property assets deemed surplus to operational requirements ($2.4m of sales 
proceeds is provided for in the 2018/19 budget). Indeed, the Federal grant funding application 
for the Civic Centre redevelopment was based on Council’s net contribution to the project 
being sourced from a combination of recurrent revenue (i.e. General Rate revenue), the 
Federal Government grant, and proceeds from the sale of property assets.  
 
As verbally reported at the 14 February 2019 workshop, the draft updated LTFP and 2019/20 
draft Budget cashflow statement are no longer reliant on funds being realised from the sale 
of surplus property assets. Nonetheless, as also verbally reported, it is prudent that Council 
continues to pursue its Asset Divestment strategy, so that the proceeds from the sale of 
properties which are not serving any operational or community need requirement can be 
utilised towards debt reduction and/or reinvestment in Council’s core activities.  
 
To date, Council has realised proceeds of $175k from the sale of surplus property assets in 
2018/19, being the sale of land on Krieg Road. Further to this, there are two properties that 
are currently being pursued for sale, with settlement of each expected to occur prior to 30 
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June 2019. It is anticipated that should these properties be sold the funds received will be in 
the order of $2m. Consequently, it is anticipated that Council may fall short of its 2018/19 
sales target by $200-$300k, which will not materially affect Council’s operating result (as such 
funding is not treated as operating revenue), but will adversely affect Council’s Net Financial 
Liabilities Ratio (by approximately 0.7%). 
 

Specific comments to key elements of the draft 2019/20 budget are provided below. 
 
Draft 2019/20 Recurrent Budget 
 
The initial draft 2019/20 statutory financial statements, including the Statement of Comprehensive 
Income, is provided as Attachment 1. 
 
An analysis of the recurrent revenue and expenditure budgets is subsequently provided as 
Attachments 2 and 3 to this report. Such analysis includes a comparison of the 2018/19 Adopted 
Budget to the 2019/20 Draft Budget (expressed in percentage terms). Consistent with other financial 
reporting to Council, variances between the 2018/19 Adopted Budget and the 2019/20 Draft Budget 
that are greater than 5% and $10k are shaded in green (favourable variance) or red (unfavourable 
variance) within the Attachments. Explanatory notes, as appropriate, are also provided. 
 
Recurrent Revenue 
 

1) Rates - Draft budget provides for total revenue increase of 5% including: 
a) 3% increase in General Rate revenue from existing ratepayers 
b) 2% ‘new’ General Rate revenue from development growth, noting that based on 

known new allotment data for the 2019/20 rating year, it is currently anticipated that 
Council will again realise new rate revenue growth in the order of 2% 

c) 4% increase in revenue from kerbside waste collection/disposal service (based on 
draft budget received from NAWMA), including revenue from ‘new’ bins serviced 
during the year 

d) 3% increase in rate rebates (i.e. mandatory and discretionary rebates) 
e) 2.6% increase in NRM levy collected on behalf of the State Government 

 
2) Statutory Charges – Draft budget provides for total revenue decrease of 0.7% including: 

a) 9.3% decrease in Development Application fees, due to an estimated decline in the 
volume of development applications lodged. This is reflective of the substantial 
downturn of building approvals across the nation, with the ABS Building Approvals 
index disclosing an 18% reduction in dwelling approvals for the year ending 
November 2018. This has also been impacted by tighter lending standards now in 
force   

b) 3.5% increase in parking expiations 
c) 2.1% increase in property search fees 
d) 4.8% increase in dog registration fees and associated expiations, informed by a 4.6% 

increase in the number of registered dogs during 2018/19 (the Administration is 
proposing no increase in individual registration fees for 2019/20) 

 
3) User Charges – Draft budget provides for total revenue increase of 4.2% including: 

a) 2.5% increase in revenue from the Gawler Aquatic Centre 
b) 15.4% ‘one-off’ decrease in revenue from the Gawler Sport & Community Centre, due 

to the main stadium floor being refurbished during the 2019/20 year (refer budget bid 
#P190041) 

c) 18.5% decrease in Cemetery fees, due to a continuing trend of reduced burials at the 
Willaston Cemetery  

d) 2.6% increase in lease fees and property rentals  
e) 3.8% decrease in revenue from the Visitor Information Centre. Revenue from 

accommodation bookings and ticket sales has been decreasing due to more 
customers now doing associated business direct with suppliers on-line (offset by 
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associated expenditure reductions). The Council is currently exploring opportunities 
to consolidate the use of the building (Note: there is a 2019/20 Capital Expenditure 
Budget bid to install a lift within the Centre, thereby enabling community access to 
Level 1. The budget bid is subject to 100% funding being received from the Fedearl 
Government’s Building Better Regions Fund – refer Budget bid #P190069. If the 
funding is successful, this would facilitate the creation of a local arts and cultural 
precinct incorporating the Centre and Pioneer Park.) 

f) $156k increase in revenue relating to the operational elements of the new Civic 
Centre (i.e. Business Innovation Hub, Multi-Function Space, Cultural Heritage Centre, 
etc.), given 2019/20 will be the first full year of operations at the Centre (noting certain 
operational elements of the Centre officially opened on 11 February 2019) 

 
4) Grants, Subsidies and Contributions– Draft budget provides for total revenue decrease of 

1.5% (when distortion caused by advance 2018/19 Federal Government grant payment 
received in June 2018 is removed) including: 

a) Cessation of $150k Supplementary Local Roads funding (two year commitment from 
the Federal Government across the 2017/18 and 2018/19 financial years) 

b) 8.4% increase in Federal Government Financial Assistance / Local Roads grant (this 
translates to a 4.3% increase in actual revenue from 2018/19) 

c) 153% ($115k) increase in developer contributions towards Carparking, stormwater 
drainage, and footpaths. This revenue will fluctuate dependent on related level of 
development activity, but the proposed revenue for 2019/20 is based on known future 
contributions that will become due and payable during the year 

d) 25.6% ($53k) increase in Federal Government ‘Roads to Recovery’ funding (based 
on advice from Federal Government. Funding for the Scheme has now been 
extended to 2023/24) 
 

5) Investment Income – the draft budget provides for nominal revenue of $33k, based on 
indicative cashflows, noting that the only investment income source will be via the annual 
dividend received from the Local Government Finance Authority (LGFA), nominal interest on 
Council’s working capital account, interest payments received on Community Loans, and 
internal interest accumulations on various Internal Equity Reserves. Council will continue to 
rely on the overdraft facility (Cash Advance Debentures) with the LGFA, consistent with the 
sound treasury management principles outlined in Council’s Treasury Management Policy. 
This facility can be repaid at any time as cashflow permits, thereby minimising Council’s net 
interest costs. 

 
6) Reimbursements – Draft budget provides for total revenue increase of 47% including: 

a) New revenue of $123k relative to Council now hosting the Barossa Regional 
Procurement Group Co-ordinator role ($82k) and ‘one-off’ revenue of $40k relating to 
the Local Government Association funding the short-term secondment of Council’s 
WHS/Risk Officer to the sector. This revenue is effectively offset by the salary payable 
to the Barossa Regional Procurement Co-ordinator role and the engagement of a 
short-term part-time contract role to backfill the WHS/Risk Officer role whilst the 
incumbent is on secondment to the LGA.  

 
With the exclusion of the above revenue, estimated Reimbursements revenue for 2019/20 is 
effectively consistent with 2018/19 revenue. 

 
7) Net Gain – Joint Ventures (NAWMA) – Draft budget provides for Council’s 9.3% equity 

share in NAWMA’s estimated operating result. 
 
Recurrent Expenditure 
 

1) Employee Costs – Draft budget provides for total expenditure increase of 9% (gross), or 
2.5% (net) (which provides for Enterprise Bargaining Agreement increases and other nominal 
salary adjustments provision) when the following factors are removed: 
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a) $163.5k for new staffing positions (1.65FTE) 
b) $145k reduction in capitalised salaries and wages  
c) Funding for new positions that are being wholly or partly externally funded (i.e. 

Barossa Regional Procurement Group Co-ordinator role, short-term part-time 
contract role to backfill WHS/Risk Officer role, trainee role subsidies) 

d) A component of staff previously engaged via employment agencies at the Gawler 
Aquatic Centre and Gawler Sport & Community Centre reverting to Council short-
term employment contracts from 2019/20 as a cost saving exercise 

 
2) Materials, Contracts & Other Expenses  
 
Overall, the draft 2019/20 budget provides for a nominal increase of 0.7%, summarised as 
follows: 

 

 $2.066m (2.67% increase) for Kerbside waste collection/disposal service (which 
includes costs from new bins serviced during the year) which is self-funded from the 
Waste Management Service Charge applied. A separate 2019/20 New Initiative 
budget bid ($120,000 - #P190156) has been proposed to introduce a Hard Waste 
collection service (based on a one collection or voucher system), following the trial 
service introduced in 2018/19 for pensioners. It is further proposed that the cost of 
introducing the Hard Waste collection service be effectively funded from the 
$125,000 surplus generated from the kerbside Waste Management Service 
operations in 2017/18, which would otherwise need to be rebated back to ratepayers 
in 2019/20. 

 $807k (6.6% increase) for contributions towards various activities as follows: 
1) $372k (3% increase) payment of the NRM levy collected on behalf of the 

State Government (funded via Separate Rate applied) 
2) $176k (2% increase) contribution towards the Gawler Business Development 

Group (funded via Separate Rate applied against Commercial and Industrial 
properties) – (Council to soon receive a report (March 2019) on the value 
proposition of continuing relationship with this group) 

3) $60k (8.3% increase) contribution to the Dog & Cat Management Board 
(based on 24% of dog registration fees received) 

4) $58k (107% increase) contribution to State Government Planning Portal 
(increase from $28k in 2018/19) 

5) $39k (1.63% increase) contribution to the Barossa Regional Development 
Australia (per funding agreement) (Council to soon receive a report (March 
2019) on the value proposition of continuing relationship with this group) 

6) $28k (2% increase) contribution to the Christmas Festival (per funding 
agreement) 

7) $25k (no increase) provision for Heritage Walls Scheme grants 
8) $18.5k (no increase) provision for Community Grants 
9) $15k (no increase) contribution to the Gawler Community House ($10k of 

which is deducted as annual repayment of Community Loan) 
10) $15k (no increase) provision for Local Heritage grants 

 
(with the removal of the $30k increase in the State Government Planning Portal 
contribution, the increase in the budget is 2.6%.  

 

 $757k (7.63% increase) for electricity consumption (including $435k for 
streetlighting). The $757k includes $125k for the new Civic Centre building, and also 
reflects an estimated reduction of $20k in electricity at the Gawler Administration 
Centre following the installation of solar panels 

 $579k (9.19% decrease) for water consumption across all Council facilities 
(predominantly for irrigation of Council’s ovals, reserves, parks and gardens). This 
decrease is solely due to the per kilolitre rate within the 2018/19 budget being 
overstated in addition to the fact that the per kilolitre rate will be reducing in 2019/20 
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 $384k (2.1% increase) for per-new-allotment developer contributions received 
relating to the Gawler East Link Road on-forwarded to the State Government in 
accordance with funding Deed with the Minister for Transport & Infrastructure 

 $341k (19.52% decrease) for employment agency staff across various Council 
activities (due to a number of existing employment agency staff reverting to short-
term employment contracts in 2019/20, and are thus included as ‘Employee Costs’ 
from 2019/20) 

 $333k (7.74% decrease) for various annual software licence fees  

 $271k (7.5% increase) for contractors providing client services as part of the 
Community Home Support Program (cost neutral program) 

 $245k (2.36% increase) for Elected Member allowances 

 $200k (no change) provision for New Initiatives funding 

 $170k (1.13% decrease) for assets insurance (i.e. Bldgs & Contents, vehicles, etc.) 

 $152k (1.6% increase) for periodic streetsweeping of CBD and urban streets 

 $151k (11.03% increase) for road construction materials (i.e. rubble, bitumen, 
concrete, etc.) 

 $150k (25% increase) for Fringe Benefits Tax (the increase is due to an increase in 
the number of vehicles (1) attracting FBT during 2018/19, in addition to the fact that 
the 2018/19 budget was slightly understated when compared to actual costs 
incurred. Partly offset by increase in employee contributions) 

 $148k (5.02% increase) provision for legal fees / advice 

 $134k (9.12% increase) for staff training and development 

 $133k (16.91% increase) for fuel for Council’s heavy/light vehicle fleet, based on 
estimated utilisation and per-litre fuel costs 

 $122k (16.66% increase) for communication expenses (e.g. landlines, mobile 
phones, etc.) 

 $117k (66.74% increase) for external plant hire, predominantly relating to streets tree 
maintenance and roads maintenance 

 $93k (83.7% increase) for minor plant & equipment purchases 

 $89k (1.06% decrease) for Public Liability insurance 

 $89k (55.81% increase) for Advertising costs (e.g. promotions, recruitment, statutory 
notifications, etc.), including new costs associated with the Civic Centre programs. 

 $70k (no increase) for bank fees and other transactional charges 

 $66k (2.78% increase) for water supply charges 

 $63k (2% increase) for road plant/machinery/vehicle parts 

 $57k (14.14% increase) for gas charges (predominantly relating to costs associated 
with heating of the Gawler Aquatic Centre pools) 

 $52k (1.96% increase) for motor vehicle registration fees 

 $50k (8.91% decrease) for costs of goods sold (canteens stock) 

 $48k (9.77% decrease) for postage costs (including quarterly rate notices, annual 
dog renewal notices, etc.) 

 $48k (1.01% decrease) for the provision of property valuations for rating purposes 

 $42k (.38% increase) for catering costs 

 $36k (40.23% decrease) for street/traffic control signs 

 $35k (19.30% decrease) for stationery purchases 

 $34k (18.5% decrease) for corporate wardrobe allowances 

 $31k (2.4% increase) for external audit fees 

 $28k (6.67% decrease) for printing costs (including quarterly rate notices, annual dog 
renewal notices, etc.) 

 $27k (28.57% increase) for pool treatment chemicals 

 $23k (1.76% increase) for freight/delivery charges 

 $22k (3.92% increase) for public conveniences supplies 

 $19k (14.82% decrease) for State Government Emergency Services Levy charges 
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3) Finance Costs – Draft budget provides for total expenditure increase of 5.8% including: 
a) $928k for interest expenses (split $561k for variable interest rate loans (27% 

increase) and $367k for fixed interest rate loans (14% decrease) 
b) $10k for Bank Guarantee charges associated with the Federal Government grant 

funding deed relative to the Evanston Gardens Community Centre construction. The 
Administration has reported to Council (February 2019) that the existing funding 
agreement will expire at the end of December 2019, following which the Department 
of Social Services has advised that a Memorandum of Understanding (MOU) will be 
negotiated with Council relative to the residual elements of the funding agreement. 
Importantly, the Department has recently advised that the MOU will acknowledge that 
Council has spent the previous grant funding provided in accordance with the funding 
deed and that no claim against the existing Bank Guarantee will be made. The Bank 
Guarantee will expire at the end of the term of the existing funding agreement at the 
end of December 2019. The draft budget provides for the half-yearly Bank Guarantee 
fee for the July-December 2019 period.  

 
4) Depreciation – Draft budget provides for total expenditure increase of 16.9% including: 

 
a) $653k (65% increase) for buildings depreciation. The increase is predominantly due 

to asset revaluations as at 30 June 2018 and the recent completion of the Civic Centre 
redevelopment (the latter has previously been provided for in the Long Term Financial 
Plan forward estimates)  

b) $4.548m (18% increase) for infrastructure depreciation. The increase is 
predominantly due to asset revaluations as at 30 June 2018, the estimated 
completion of the Gawler East Link Road in January 2020 (which will become a 
Council owned/maintained asset upon practical completion) and new infrastructure 
(such as roads, footpaths, kerb & gutter, stormwater drainage, etc.) acquired from 
developers as part of new residential land developments. The draft budget provides 
an indicative $200k for depreciation of the Gawler East Link Road (for the period 
February-June 2020), the calculation of which will be further investigated and 
analysed as more accurate and reliable costing data becomes available.  

c) 4% decrease in equipment depreciation, primarily due to previously installed CCTV 
equipment having now been fully depreciated  

d) 16% decrease in other assets depreciation  
 
Budget Bids 
 
The process for development of proposed Budget bids has been considerably enhanced from 
previous years, with the revised process now including a risk profile assessment (i.e. 
consequence/likelihood) being required for each budget bid.  
 
Draft 2018/19 Capital Expenditure Bids  
 
Details of proposed ‘Above the Line’ capital expenditure bids are provided as Attachment 4. The 
bids provide for a gross capital works program of $12.098m (net result of $8.813m when asset sales 
($81k relating to fleet) and external grant funding ($3.204m) included). 
 
The gross indicative cost of $12.098m now includes the $2.4m contribution to the State Government 
due on practical completion of the Gawler East Link Road, representing Council’s contribution 
towards the upgrade of Potts Road. Whilst this contribution had previously been earmarked as a 
‘one-off’ operating expense, it has been amended to a capital expense in recognition of the fact that 
it is a payment towards the construction of a capitalised asset (i.e. Potts Road upgrade) as 
referenced in the funding Deed with the Minister for Transport & Infrastructure.  
 
The gross capital bids cost is split between existing asset replacement / renewal of $3.080m (the 
Administration has continually referenced this as effectively ‘non-discretionary’ capital expenditure, 
so as to ensure existing asset service standards are maintained) and the purchase / construction of 
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new / upgraded assets of $9.018m (including $2.4m for Potts Road upgrade contribution). The 
Administration has continually referenced the investment in new / upgraded assets as effectively 
‘discretionary’ capital expenditure.  
 
Based on limiting the investment in ‘discretionary’ capital to $2-3m p.a. over the life of the Long Term 
Financial Plan (excluding the $2.4m Gawler East Link Road contribution payable in 2019/20), and 
dependent on Council’s appetite for debt reduction to free up future borrowing capacity for Council’s 
next ‘iconic’ asset investment project, the net value of the current 2019/20 Capital Expenditure bids 
would need to be reduced in the order of $400-500k. Ideally, this reduction should be via a decrease 
in the value of ‘discretionary’ projects (i.e. projects identified as ‘New/Upgrade’). 
 
Whilst the net value of the existing Capital Expenditure bids is $8.8m, it is important to note that 
future new depreciation expenses (and potentially future new maintenance costs as well) for 
‘New/Upgrade’ projects are informed by the gross value of projects. Thus, whilst Council should 
continue to seek external grant funding for various capital initiatives wherever possible, this should 
ideally and preferably be focussed on reducing Council’s net capital investment for projects as 
distinct to using the grant funding to actually increase the scope of a project. 
 
In this regard, as disclosed in Attachment 4, the ‘Above the Line’ ‘New/Upgrade’ asset bids of 
$9.018m would, if ultimately adopted by Council, result in indicative new operating costs in the order 
of $358k – indicatively split between maintenance ($91k) and depreciation ($268k). The indicative 
new costs of $358k would roughly equate to 1.7% of General Rate revenue for 2019/20 – meaning 
the Council would, all else being equal, need to increase General rates by at least this amount in 
2020/21 before even considering the offsetting of increases in any existing recurrent costs. 
 
Consideration of Council’s capacity for future investment in the purchase or construction of ‘New / 
Upgraded’ assets, as influenced by Council’s key financial ratio targets, is further explored in the 
separate Long Term Financial / Asset Management Plan report tabled to this meeting. 
 
Draft 2019/20 New Initiatives Bids 
 
Details of New Initiative bids first tabled to Council at the budget workshop held on 14 February 2019 
are provided as Attachment 5. The total net value of the bids is $554k, compared to the draft Budget 
and LTFP 2019/20 provision of $390k – consequently resulting in the value of the bids being 
oversubscribed by $164k. 
 
The Long Term Financial Plan provision for 2019/20 is split between $190k for new staff (2.0FTE) 
and $200k for other New Initiatives. The actual value of new staff proposed by way of New Initiative 
bids is $164k (1.65FTE). 
 
The New Initiative bids presented includes $120k for the introduction of a new hard-waste collection 
service (one collection or one voucher system), following the trial service introduced for pensioners 
in 2018/19. It is proposed that the cost of introducing this service would effectively be funded from 
the $125k surplus realised from the kerbside Waste Management Service in 2017/18, which would 
otherwise need to be rebated back to ratepayers in 2019/20 via a rebate off the 2019/20 Waste 
Management Charge applied. 
 
The New Initiative bids also provide for a Council-wide dog ‘door-knock’ survey, towards determining 
unregistered dogs (particularly those that have never been registered) in the Council area. This was 
previously undertaken approximately 5 years ago, and generated net additional new revenue for the 
Council (the bid presented reflects net revenue of $20k).   
 
Statutory Financial Statements 
 
To assist the Committee in its assessment of the draft 2019/20 Budget, and subsequent feedback 
provided back to Council, the Statutory Financial Statements outline outcomes based on the 
following key factors: 
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 Operating deficit of $537k 

 Net Capital expenditure of $8.4m (indicatively split as $3m replacement/renewal, $3m 
new/upgrade, and $2.4m Gawler East Link Road payment due to the State Government 
towards the upgrade of Potts Road) (noting Capital Bids currently equate to a net $8.813m) 

 Capital grants/contributions of $3.488m, noting that $1m funding towards the Walker 
Place redevelopment and $75k towards the refurbishment of the Gawler Sport & Community 
Centre stadium floor (as referenced in associated 2019/20 Capital Budget bids) has 
previously been received and accounted for within Council’s balance sheet. The value of 
$3.488m includes the grant funding revenue of $3.204m referenced in the Capital Budget 
bids, in addition to estimated capital revenue from Gawler East of $284k relating to future 
traffic interventions within Gawler East (based on 100 new allotments) 

 Physical Resources received free of Charge of $27m, including $25m relative to future 
depreciable assets relating to the Gawler East Link Road 

 Net loan borrowings of $4.148m, towards part-funding Council’s investment in New / 
Upgraded assets  

 No ongoing cashflow reliance on the sale of surplus property assets, noting that 
Council’s Asset Divestment Strategy focus should still be maintained, with future proceeds 
then being able to be immediately utilised towards debt reduction 

 Operating Ratio of -1.8% (which is outside Council’s target range of 0-10%) 

 Net Financial Liabilities Ratio of 92% (which is within Council’s target range of 0-100%, 
but nonetheless it should be recognised that this is at the higher end of the scale and 
subsequently currently provides very nominal future borrowing capacity for the Council) 

 Asset Renewal Funding Ratio of 100% (which is consistent with Council’s target range of 
90-100%, and thereby reflects asset replacement / renewal investment consistent with 
Council’s Long Term Asset Management Plan). 
 

In relation to debt, Table 1 below outlines Council’s debt as at 28 February 2019. 
Table 1 – Loan debt portfolio as at 28 February 2019 

 
Loan 
No. 

Loan Purpose Loan 
Amount ($) 

Interest 
Rate 
(%) 

Principal 
Outstanding ($) 

Annual Loan 
Payment 
(Principal & 
Interest) ($) 

Date of Final 
Repayment 

97 Capital Works 
2007/08 

3,000,000 7.88 1,284,086 345,457 15/5/23 

99 Capital Works 
2008/09 

3,000,000 4.99 1,363,173 286,475 16/3/24 

100 Capital Works 
2009/10 

3,000,000 6.80 1,565,739 322,154 15/1/25 

102 Capital Works 
2010/11 

3,000,000 6.85 1,773,502 323,170 15/2/26 

TOTAL Fixed Interest Loans 5,986,500 % of Total Debt = 32% 

96 Cash Advance 
Debenture  

1,687,754 3.6 1,472,229 N/A 15/6/22 

101 Cash Advance 
Debenture  

2,000,000 3.6 0 N/A 28/4/25 

103 Cash Advance 
Debenture 
(Gawler 
Bowling Club 
loan) 

100,000 3.6 10,000 N/A 15/9/26 

104/5 Cash Advance 
Debenture  

10,000,000 3.6 9,201,259 N/A 17/10/26 

106 Cash Advance 
Debenture 

3,000,000 3.6 2,175,000 N/A 17/09/28 

TOTAL Variable Interest Loans *  12,858,488 % of Total Debt = 68% 

TOTAL  18,844,988  
* Cash Advance Debentures effectively act as a ‘bank overdraft’ facility, and can be drawn down and repaid at any time as 
cashflow permits. 
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COMMUNICATION (INTERNAL TO COUNCIL) 

5. Executive Management Team  
6. Team Leader Finance  
Financial Accountant 

CONSULTATION (EXTERNAL TO COUNCIL) 

7. Community consultation on the 2019/20 Draft Budget / Business Plan is currently scheduled to 
be undertaken during mid April-May 2019.  
8.  
9. The consultation is currently proposed to include:  

 Advertisement in the 17 April 2019 edition of The Bunyip, advising of the consultation period 
and consultation mechanisms 

 Regular posts on social media 

 Post on ‘Latest News’ on Council website 

 ‘Your Voice’ Gawler 

 Pull-up banners and A3 posters at key Council sites  
 

Feedback received during the consultation period will then be considered by Council at a Special 
Council meeting currently scheduled on 4 June 2019 (noting that the submissions will also be tabled 
to the Audit Committee meeting currently scheduled for 21 May 2019). 

POLICY IMPLICATIONS 

10. Budget Management Policy  
11. Treasury Management Policy  
12. Funding Policy  
13. Asset Capitalisation Policy  
14. Depreciation Policy  
15. Service Range Policy  
Various Service Level Policies 

STATUTORY REQUIREMENTS 

16. Local Government Act 1999 Section 122 - Annual business plans and budgets and  
17. Section 123 - Accounts, financial statements and audit  
Local Government (Financial Management) Regulations 2011 

FINANCIAL/BUDGET IMPLICATIONS 

The financial implications of the draft 2019/20 Budget tabled to this meeting are as outlined within 
this report. 

However, the key implications are reiterated below. 

 Operating deficit of $537k 

 Net Capital expenditure of $8.4m (indicatively split as $3m replacement/renewal, $3m 
new/upgrade, and $2.4m Gawler East Link Road payment due to the State Government 
towards the upgrade of Potts Road) (noting Capital Bids currently equate to a net $8.813m) 

 Capital grants/contributions of $3.488m, noting that $1m funding towards the Walker 
Place redevelopment and $75k towards the refurbishment of the Gawler Sport & Community 
Centre stadium floor (as referenced in associated 2019/20 Capital Budget bids) has 
previously been received and accounted for within Council’s balance sheet. The value of 
$3.488m includes the grant funding revenue of $3.204m referenced in the Capital Budget 
bids, in addition to estimated capital revenue from Gawler East of $284k relating to future 
traffic interventions within Gawler East (based on 100 new allotments) 

 Physical Resources received free of Charge of $27m, including $25m relative to future 
depreciable assets relating to the Gawler East Link Road 

 



Audit Committee Meeting Agenda 4 March 2019 

Item 6.7 Page 35 of 49 

 Net loan borrowings of $4.148m, towards part-funding Council’s investment in New / 
Upgraded assets  

 No ongoing cashflow reliance on the sale of surplus property assets, noting that 
Council’s Asset Divestment Strategy focus should still be maintained, with future proceeds 
then being able to be immediately utilised towards debt reduction 

 Operating Ratio of -1.8% (which is outside Council’s target range of 0-10%) 

 Net Financial Liabilities Ratio of 92% (which is within Council’s target range of 0-100%, 
but nonetheless it should be recognised that this is at the higher end of the scale and 
subsequently currently provides very nominal future borrowing capacity for the Council) 

 Asset Renewal Funding Ratio of 100% (which is consistent with Council’s target range of 
90-100%, and thereby reflects asset replacement / renewal investment consistent with 
Council’s Long Term Asset Management Plan). 

COMMUNITY PLAN 

Funding within the annual budget provides the financial capacity for Council to achieve and progress 
myriad of aspirational goals and strategies outlined in the Gawler Community Plan 2017-2027. 
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6.8 LONG TERM FINANCIAL / ASSET MANAGEMENT PLANS UPDATE 

Record Number: CC18/127;IC19/15 

Author(s): Paul Horwood, Manager Finance & Corporate Services 

Previous Motions: Nil 

Attachments: Nil 

  

 

 
 

OFFICER’S RECOMMENDATION 

That the Audit Committee recommends to Council that it consider the feedback from this 
Committee regarding the update of the Long Term Financial / Asset Management Plans, 
particularly in respect of the following matters: 

1) …… 

2) …… 

3) …… 

 
 

 

BACKGROUND 

The Long Term Financial Plan (LTFP) is updated on an annual basis, consistent with the 
requirements of Section 122 (Strategic Management Plans) of the Local Government Act 1999 
(‘the Act’). 
 
To this end, the annual review process commenced with an initial ‘high-level’ workshop with 
Elected Members on 4 December 2018, which was followed by a more detailed analysis (including 
discussion regarding the key modelling assumptions on which the long term operational estimates 
were based) at a subsequent workshop held on 14 February 2019. 
 
The purpose of this report is to provide the Audit Committee with an update on the annual review 
process of the LTFP and the Long Term Asset Management Plan (LTAMP), with feedback from the 
Committee to then be provided to Council at the next budget workshop scheduled for 7 March 
2019. Further updates will then be provided to future Audit Committee meetings. 

COMMENTS/DISCUSSION 

The LTFP is compiled based on various key operating revenue / expenditure modelling assumptions 
and identified capital funding requirements outlined in the LTAMP. 
 
Previously, the LTAMP has incorporated both ‘Replacement & Renewal’ (effectively deemed as ‘non-
discretionary’ capital expenditure) and ‘New / Upgraded’ asset elements (effectively deemed as 
‘discretionary’ capital expenditure). However, given the discretionary nature of ‘New / Upgraded’ 
assets, the updated LTAMP is now no longer considering ‘New / Upgraded’ assets at an individual 
project level but now, rather, at a bundled per annum total dollar provision for such investment. This 
approach enables Council to more holistically critique and analyse long term forward estimates, 
towards achieving Council’s long term financial aspirations.  
 
In this regard, financial modelling contained within this report is based on rating sensitivity analysis 
undertaken on General Rate revenue increases for existing ratepayers of 2%, 2.5% and 3% p.a. and 
investment in ‘New / Upgraded’ assets of $2m, $2.5m and $3m p.a. These indicative scenarios have 
effectively been selected based on confining future General Rate increases for existing ratepayers 
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to between CPI and CPI + 1% (noting that the CPI has limited relevance in a Local Government 
setting) and limiting Council’s investment in ‘New / Upgraded’ assets to a financially sustainable 
level, such that Council can materially reduce its debt over coming years, and thereby create future 
borrowing capacity, in the longer-term, for Council’s next ‘iconic’ asset investment project.  
 
An ongoing reduction in debt, which will automatically facilitate a reduction in Council’s Net Financial 
Liabilities Ratio, must be an immediate aspirational goal of the Council, now that the investment in 
the ‘multi-generational’ project of the Civic Centre redevelopment has been completed and other 
significant projects (e.g. Murray Street Stage 6 and Gawler Mill Bridge upgrade) have also 
extensively progressed or completed. Council’s policy target, and the widely held industry view, is 
that the Net Financial Liabilities (NFL) Ratio should not exceed 100%, such that the value of Council’s 
net financial liabilities does not exceed its total recurrent revenue.  
 
Historically, Council’s NFL peaked at 86% in 2010/11, which at the time coincided with recurrent 
operating deficits in the order of $3m. As a result of improved budget / treasury management 
techniques, and the challenge from the Council/Audit Committee to ‘fast-track’ a return to an 
operating surplus, the Council was able to achieve a reduction in its NFL Ratio to 43% in 2014/15 
and achieve an operating surplus by 2013/14. It is important to note that had such a turn-around in 
both Council’s financial performance and position not been achieved, then Council would definitively 
not have had the financial capacity to consider the major investment that has now been realised in 
the restoration and refurbishment of the State heritage listed Town Hall and Gawler Institute (i.e. 
Civic Centre). 
 
Whilst the ability to undertake the Civic Centre project was also facilitated by Council securing a 
$5.6m Federal Government grant, Council’s share of the investment cost of the project was naturally 
going to materially increase debt and, in turn, the NFL Ratio result. 
 
For the 2018/19 financial year, Council’s NFL Ratio is forecast to be 89% as at 30 June 2019 and, 
as a result, return to a similar ratio result of 2010/11. The Administration’s view is that Council must 
now implement a financial strategy to reduce debt and also return to an operating surplus (noting 
that the return to an operating deficit ($405k in 2018/19) has directly emanated from the increase of 
$486k in depreciation expense which resulted from asset revaluations as at 30 June 2018). This 
approach is a view supported by Council’s external auditors, who have recently attended the Gawler 
Administration Centre as part of their first interim audit visit for the 2018/19 financial year. 
 
With regard to the NFL Ratio, albeit there is a widely accepted industry position that the ratio for a 
Council should be maintained between 0-100%, it is critical to note that there is no ‘right’ or ‘wrong’ 
answer as to what a particular Council’s ratio result should particularly be at any point in time as 
there are many variables at play – e.g. the overall condition of a Council’s stock of assets, where 
certain major assets are positioned relative to their remaining useful life, the demand for new and/or 
upgraded assets (which is more prevalent in rapid growth Councils), a Council’s overall profile, etc.  
 
Nonetheless, a comparison of Gawler’s NFL adjusted ratio result as at 30 June 2017 (67%), 
compared to all other Councils in the State is provided in Table 1 below (30 June 2017 has been 
used as this is the most recently available data from the SA Local Government Grants Commission 
database). 
 
Table 1 – Net Financial Liabilities Ratio (30/6/17) for all SA Councils 

Ratio range No. of Councils * 

< 0% 24 

0% - 20% 15 

21% - 40% 11 

41% - 60% 7 

61% - 80% 3 

81% - 100% 3 

> 100% 3 

Total 66 

*Data for two Councils were not included in the Grants Commission database  
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The Table above indicates that Council’s NFL ratio of 67% was certainly at the higher end of the 
scale by comparison with other Councils’, but it is important to emphasise that a Council with a low 
NFL ratio does by no way mean it is a better performing Council than one with a high NFL ratio, as 
it could simply be hiding, for example, an under investment in asset replacement and renewal. 
Consequently, the NFL ratio of a Council should not be considered in isolation to other key financial 
indicators (particularly the operating result and Asset Renewal Funding Ratio).   
 
In relation to the operating revenue and expenditure forward estimates, the following key 
assumptions are outlined below: 
 
Operating Result forward estimates – Key Assumptions 
 
As part of the assessment of key annual incremental assumptions, the following factors have been 
taken into consideration: 
 

 Local Government Price Index – 2.7% (December 2018) 

 Consumer Price Index (Adelaide) – 1.6% (December 2018) (previously 2.7% June 2018 and 
1.8% Sept 2018) 

 Reserve Bank of Australia (RBA) inflation target 2-3% (Source: RBA website February 2019) 

 Estimate of 2.1% inflation rate for 2019/20 (Source: RBA Statement on Monetary Policy (Feb 
2019) 

 

1) Rates Revenue 
 

 2% p.a. ‘new’ General rate revenue from growth  

 3% p.a. increase in revenue from Separate Rates (i.e. State Government NRM levy and 
Gawler Business Development Group) 

 4% p.a. increase in revenue from the Waste Management Service Charge, which includes 
‘new’ revenue each year from new waste bins serviced in new residential land divisions. 

 

2) Statutory Charges Revenue 
 

 2% p.a. increase in all revenue streams, including dog registrations, development application 
fees, property search fees, and parking expiations. 

 

In many instances, the actual fee levied is determined by State Government legislation. Further to 
this, in some instances the amount of revenue actually received is outside of Council’s immediate 
control (e.g. where revenue is based on number of development applications received or property 
search requests). 
 

3) User Charges Revenue 
 

 2% p.a. increase in all revenue streams, including property leases and rentals (most of which 
are aligned to annual movements in the CPI index) 

 
4) Grants, Subsidies & Contributions 

 

 2% p.a. increase in operating grants (e.g. Financial Assistance / Local Roads Grant, Library 
operating grant, Home Assistance Scheme grant) and developer contributions towards Open 
Space, Stormwater Drainage, Carparking, etc.). 

 ‘Roads to Recovery’ grant ceasing in 2023/24 (as noted in 2018 Federal budget papers) 

 $150k Supplementary Road funding received in 2017/18 and 2018/19 no longer continuing 
(as noted in 2018 Federal Budget papers) 

 Per new allotment developer contributions towards Gawler East development being received 
based on indicative allotment yields (partly offset by associated annual repayments to State 
Government towards the Gawler East Link Road) 
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5) Investment Income 
 
As Council has effectively utilised its own internal cash reserves for previous capital works, the 
Council will continue to have an ongoing reliance on the Cash Advance Debenture (overdraft) facility 
with the Local Government Finance Authority (LGFA) to fund a component of its annual capital works 
programs.  
 
Consequently, it is estimated that only nominal interest will be received over the life of the LTFP, 
comprising modest interest on Council’s working account with the National Australia Bank, the 
annual bonus received from the LGFA, and internal interest on various internal equity reserves. 
 

6) Reimbursements / Other Income 
 

 2% p.a. increase in reimbursements / other revenue streams 
 

7) Employee Costs 
 

 Employee Costs increase (for existing staff) of 2.5% p.a. to provide for Enterprise Bargaining 
Agreements movements (2%) and other nominal individual salary/wage adjustments (0.5%) 

 Annual provision of 2.0 new FTE, in recognition of ongoing major growth occurring in the 
Council area, which will invariably trigger the demand for additional staff at various intervals. 
The need or otherwise for said staff is determined on a yearly basis relative to business 
needs. For example, the adjustment proposed in 2019/20 is for 1.65 FTE.  

 
8) Materials, Contracts & Other Expenses 

 

 Increase in Waste Management costs of 4% p.a. (including growth due to ongoing expansion 
of service to new development areas), offset by matching increase in Waste Management 
Service Charge revenue 

 Increase in Water consumption costs of 4% (including allowance for the quantity of new 
reserves being acquired within various residential land developments).  

 Increase in Fuel / Electricity costs of 2% p.a., noting that various solar panel installations will 
aim to reduce Council’s power consumption/costs 

 Increase in Open Space Management costs based on future annual cost increases – the 
respective new indicative costs for each year then compounded annually over the life of the 
Plan 

 Cyclic cost of periodic Council elections ($105k in 2018/19) 

 Inclusion of new operational costs following completion of Civic Centre redevelopment (i.e. 
Business Innovation Hub, Cultural Heritage Centre, etc.), (include indicative figure?)which 
are predominantly offset by new revenue streams 

 Reimbursements to the State Government towards the cost of Gawler East Link Road 
(including $500k from Springwood in 2020/21; remaining contributions equal to value of 
developer contributions received each year) 

 New Initiatives funding of $200k in 2019/20, then indexed by 2.0% p.a. 

 Increase in other Contracts & Materials of 2% p.a. 
 

9) Finance Costs 
 

 Plan provides for loan funding continuing to be sourced from the short-term variable interest 
rate overdraft facility with the LGFA – i.e. no fixed interest rate, long-term loans provided for 
(noting the fixed-interest long-term Debenture Loan rate is currently 4.4%, which is actually 
higher than the existing short-term variable CAD interest rate of 3.6%). The key benefit of 
this approach continues to be that overdraft debt can be repaid at any time as cashflow 
permits, thereby minimising net interest costs.  
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 However, Council may wish to consider ‘locking-in’ some of the overdraft should interest rates 
materially increase (noting that interest rates have been stable for an extended period, with 
the CAD variable interest rate being unchanged since August 2016) 

 Amount of Finance costs will naturally be influenced by level of borrowings over the life of 
the Plan – i.e. reduced debt = reduced Finance costs, which then facilitates, all else being 
equal, an improved operating performance. 

 
10) Depreciation 

 

 Increase in Buildings depreciation expense ($486k) as a result of revaluations undertaken as 
at 30 June 2018 and post construction of Civic Centre redevelopment (in the order of $160k) 

 Estimated new depreciation of $500k p.a. for Gawler East Link Road upon estimated 
completion of the road in 2019 ($200k provision in 2019/20 for the February-June 2019 
period) 

 An increase of 2% p.a. in the depreciation of buildings, equipment, and other assets  

 Increase in infrastructure assets provides for depreciation of new assets received each year 
as part of new residential land developments (e.g. roads, footpaths, stormwater drainage, 
etc.) in addition to new depreciation from new and/or upgraded assets (e.g. upgraded assets 
resulting from Walker Place precinct redevelopment) 

 
Consistent with reporting to Council, ongoing consideration needs to be given to the impact of future 
depreciation increases as a direct result of increased capital works programs due to external grant 
funding secured, noting that depreciation is calculated on the actual ‘gross’ cost of an asset 
investment project (i.e. whilst Council should continue to seek external grant funding for various 
capital initiatives wherever possible, this should ideally and preferably be focussed on reducing 
Council’s net capital investment for projects as distinct to using the grant funding to actually increase 
the scope and value of a capitalised project). 
 

11) Net Gain/Loss – Equity Accounted Council Businesses 
 
The estimated net gains disclosed in the forward estimates is based on the long term financial plan 
estimates previously provided by the Northern Adelaide Waste Management Authority (NAWMA). 
Council’s equity share in NAWMA is 9.3%. 
 
Capital Expenditure 
 
As noted earlier, the capital expenditure included in the LTFP forward estimates is now sourced and 
informed from the identified asset management funding towards the replacement and renewal of 
existing assets disclosed in the LTAMP. Separate, and in addition to this, modelling scenarios 
presented in this report have been based on a ‘bundled’ funding provision for the investment in new 
and upgraded assets of $2m, $2.5m or $3m p.a. Based on Council’s existing financial position / 
performance, it is recommended that the average annual investment in new and upgraded assets 
be confined within these value ranges, such that Council can then, all else being equal, reduce its 
debt and Net Financial Liabilities ratio to ‘free-up’ future borrowing capacity, similar to the approach 
within the last decade that facilitated the financial capacity for Council to undertake the Civic Centre 
redevelopment project (noting that the Civic Centre redevelopment project was a one in multi-
generational project). 
 
Council will naturally need to give consideration on an annual basis to the nature of projects it 
allocates any investment in new/upgraded assets to. It is assumed that such projects would be 
informed by Council’s funding priorities at any given point in time, as informed by priorities within the 
Community Plan 2017-2027 and/or the myriad of project studies undertaken by Council. Such project 
studies include, but are not limited to, the following:
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 Gawler Open Space, Sport & Recreation Strategy 

 Barossa, Light & Lower North Regional Open Space Sport and Recreation Plan 

 Environmental Management Plan 

 Gawler & Surrounds Stormwater Management Plan 

 Biodiversity Management Plan 

 Town Centre Carparking Strategy 

 Town Centre Strategic Framework 

 Strategic Directions Report 

 Rural Land Use and Infrastructure Investigation 

 Risk Management Framework 

 Walking & Cycling Plan 

 Gawler Urban Rivers Corridor Master Plan 

 Asset Management Plans 

 Open Space Guidelines 

 Divestment Strategy 

 Willaston Cemetery Conservation & Management Plan 

 Willaston Local Area Traffic Management Plan 

 Gawler Aquatic Centre Needs and Feasibility Analysis 

 Youth Development Plan 

 Gawler Arts & Culture Strategy 

 Gawler Public Art Framework 

 Gawler Activation Strategy 

 Gawler Reconciliation Action Plan 

 Gawler Disability Access and Inclusion Action Plan 

 Social Infrastructure and Services Study 

 Child Friendly Gawler Plan 

 IT Strategy 

 Smart Cities Strategy 

 Economic Development Strategy 

 Cultural Heritage Management Plan 

 Regional Public Health Plan 

 Regional Waste Management Strategy 

 Building Condition Audit 

 
It is noted, however, that Council will have future commitments in the longer term to construct social 
and community infrastructure and traffic interventions within the Gawler East development, with such 
investment to predominantly be funded via per-new-allotment contributions received by developers 
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over the life of the Gawler East development. Given the significantly reduced rate of actual new 
property development that is currently occurring, it is now estimated that a component of such 
infrastructure may not be required within the 10 year horizon of the LTFP. In this context, it is 
assumed that the future timing of such infrastructure would be informed and triggered by certain 
population growth and the accumulated value of developer contributions received.  
 
Where a financial contribution is required from Council towards the construction of such 
infrastructure within the Gawler East development, this will need to be funded from within Council’s 
funding allocation for ‘New / Upgraded’ assets.  
 
The LTAMP has previously referenced ‘New/Upgrade’ asset investment projects over the next 10 
years of approximately $60m, of which $23m solely related to infrastructure within the Gawler East 
development area – the timing of which is currently earmarked to be significantly delayed based on 
current and indicative future growth rates.  
 
The LTAMP has also previously referenced key discretionary projects such as a future Depot 
upgrade ($1m), Public Conveniences upgrades ($1m), funding towards implementing activities 
within the Gawler Open Space, Sport & Recreation Strategy ($1.5m over the 10 years), and $1m 
towards the implementation of the Karbeethan Reserve Master Plan.  
 
Under the revised approach, the allocation of discretionary capital funding for such projects will need 
to be considered on an annual basis from a designated discretionary funding pool (e.g. $2-3m p.a. 
as proposed in the financial modelling scenarios contained within this report), and ultimately 
influenced and informed by Council’s asset investment priorities / aspirations and prevailing financial 
position each year. 
 
The identified asset replacement / renewal capital funding requirement disclosed in the LTAMP is 
outlined within Graph 1 below. 
 
Graph 1 – Capital Expenditure (Asset Replacement / Renewal) 2018/19 – 2027/28 

 
 
*Total investment of $30.1m 
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In terms of Council’s annual capital works program, priority funding should always be provided 
towards the replacement/renewal of existing assets (which do not invariably trigger increased 
maintenance or depreciation costs) ahead of the investment in new/upgraded assets (which do lead 
to new and increased maintenance and depreciation costs). 
 
Capital Revenue 
 
The LTFP update incorporates the following capital revenue items: 

 Residual Federal Government funding towards the Civic Centre redevelopment being 
received in 2018/19 (to date, $4.928m of the $5.7m secured funding has been received) 

 $1.5m for the Bikeways Connection Project (to provide linkage of the Jack Bobridge and 
Stuart O’Grady biketracks) (2019/20) (funding not yet secured – project will only proceed if 
funding secured) 

 $1m towards the redevelopment of the Walker Place precinct (funding previously received) 
(2019/20) 

 $660k for Gawler Bridge rehabilitation works (2018/19) 

 $600k for Murray Street – Stage 6 works (funding previously received) (2018/19) 

 $422k for the installation of a lift at the Visitor Information Centre (2019/20) (funding not yet 
secured – project will only proceed if funding secured)  

 $200k for CCTV extension and improved public lighting (2019/20) 

 $75k towards the refurbishment of the Gawler Sport & Community Centre main stadium floor 
(funding previously received) (2019/20) 

 $74k towards the installation of swing gates to close local fords during flood events (2019/20) 

 $3m from developers towards future traffic interventions (within existing roads) as part of the 
Gawler East development (associated developer contributions towards social/community 
infrastructure are deemed to be recurrent, not capital, revenue) 

 $300k p.a. capital grants from 2020/21 
 
Financial Indicators modelling 
 
The financial modelling scenarios presented below are based on the following scenarios: 

 Scenario 1 - $2m p.a. indexed funding towards discretionary capital expenditure; 

 Scenario 2 - $2.5m p.a. indexed funding towards discretionary capital expenditure; 

 Scenario 3 - $3m p.a. indexed funding towards discretionary capital expenditure 

 

Each Scenario then includes General Rates sensitivity analysis based on increases in General Rates 
from existing ratepayers of 2%, 2.5% and 3%. 

1) Operating Result 
 
The operating ratio measures the operating result as a percentage of Council’s annual recurrent 
revenue, with Council’s policy position being that a 0-10% surplus be achieved over any five year 
rolling period. 
 

Scenario 1 – 2% p.a. General Rate increase from existing ratepayers 

 
 

2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28

Operating Ratio:

$2m -1.5% -3.1% -4.8% -4.0% -3.5% -2.2% -2.3% -1.2% -1.0% 0.6%

$2.5m -1.5% -3.1% -4.8% -4.1% -3.7% -2.5% -2.7% -1.7% -1.6% 0.0%

$3m -1.5% -3.1% -4.8% -4.2% -3.9% -2.8% -3.1% -2.1% -2.1% -0.7%
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Scenario 2 – 2.5% p.a. General Rate increase from existing ratepayers 

 

 
 

Scenario 3 – 3% p.a. General Rate increase from existing ratepayers 
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Analysis of Scenarios: 
 

 2% General Rate increase – Under each capital investment option, all else being equal, 
Council would effectively remain in an operating deficit for the duration of the 10 year 
horizon of the LTFP 

 2.5% General Rate increase - Under each capital investment option, all else being equal, 
Council would return to an operating surplus in 2025/26 

 3% General Rate increase - Under each capital investment option, all else being equal, 
Council would return to an operating surplus in 2023/24. In this scenario, Council would 
potentially have achieved a recurrent financial performance position for each Discretionary 
capital investment option that it could possibly reduce the level of percentage increase in 
General Rate revenue in the latter years of the Plan  
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2) Net Financial Liabilities Ratio 
 
The Net Financial Liabilities (NFL) Ratio measures Council’s net financial liabilities (i.e. Council’s 
total liabilities (e.g. debt, employee leave entitlements, etc.) less current assets) as a percentage of 
Council’s annual recurrent revenue. Council’s policy position, and the widely accepted industry view, 
is that the ratio result not exceed 100% - i.e. that Council’s net financial liabilities do not exceed 
annual operating revenue. 
 

Scenario 1 – 2% p.a. General Rate increase from existing ratepayers 

 
 

 
 
 
 

Scenario 2 – 2.5% p.a. General Rate increase from existing ratepayers 

 
 

 
  

2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28

Net Financial Liabilities Ratio:

$2m 89% 96% 88% 84% 77% 68% 62% 54% 47% 39%

$2.5m 89% 96% 90% 87% 82% 75% 70% 63% 58% 51%

$3m 89% 96% 92% 90% 87% 81% 78% 73% 69% 64%
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Scenario 3 – 3% p.a. General Rate increase from existing ratepayers 

 
 

 
 
 
Analysis of Scenarios: 
 

Under each modelling Scenario Council would operate, all else being equal, within its policy target 
position of the NFL ratio not exceeding 100% (noting that under each scenario the NFL will peak 
marginally below 100% in 2019/20). 
 
However, the different quantum of capital investment and General Rate increase would naturally 
dictate how quickly Council could reduce its NFL ratio to build future borrowing capacity, if required, 
for Council’s next ‘iconic’ asset investment project. 
 
Unsurprisingly, the option of a 3% annual General Rate increase and a $2m indexed investment in 
discretionary capital investment would achieve the largest reduction in Council’s NFL ratio – under 
this Scenario, all else being equal, the NFL ratio would reduce to a nominal 7% within 10 years. 
 
Conversely, the option of a 2% annual General Rate increase and a $3m indexed investment in 
discretionary capital investment would achieve the smallest reduction in Council’s NFL ratio – under 
this Scenario, all else being equal, the NFL ratio would reduce to 64% within 10 years.  
 
Ultimately, the level of discretionary capital investment and General Rate increases will be 
determined by Council as part of its annual budget setting process, but it is nonetheless important 
that each budget adopted is not done so in isolation and that, rather, it is done so in consideration of 
Council’s longer term financial aspirations. 
 
The Administration is of the view that Council’s immediate financial aspirations should be an 
appropriate mix of reducing Council’s debt and also confining future General Rate increases to an 
appropriate level.  
 
It is also important to note that improving Council’s financial performance (i.e. operating ratio) and 
position (i.e. NFL ratio) should not be considered solely via General Rate revenue increases and 
discretionary capital investment. Moreover, Council should also give consideration as to reviewing 
and reducing operating costs, noting that considerable operational savings and efficiencies have 
already been identified, delivered, and reported to Council in recent years. 
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3) Asset Sustainability Ratio 

 
This ratio measures the actual expenditure on asset replacement/renewal as a percentage of the 
associated identified funding disclosed in the LTAMP. Council’s policy position is that the ratio result 
be maintained at between 90-100% each year. 
 
Given that the LTFP has been informed by the LTAMP, the forward estimates each year are 100%. 
Council’s recent results has been a ratio result of 97% (2015/16), 99% (2016/17) and 101% 
(2017/18), which indicates that Council has been investing an appropriate quantum of funds in the 
replacement / renewal of existing assets, such that existing service levels and standards are 
maintained. 

COMMUNICATION (INTERNAL TO COUNCIL) 

Executive Management Team 
Team Leader - Finance 
Financial Accountant 

CONSULTATION (EXTERNAL TO COUNCIL) 

Community consultation on the updated Long Term Financial Plan will be undertaken in 
conjunction with the consultation of the 2019/20 Annual Budget / Business Plan during mid April-
May 2019. 

The consultation is currently proposed to include:  

 Advertisement in the 17 April 2019 edition of The Bunyip, advising of the consultation period 
and consultation mechanisms 

 Regular posts on social media 

 Post on ‘Latest News’ on Council website 

 ‘Your Voice’ Gawler 

 Pull-up banners and A3 posters at key Council sites  
 

Feedback received during the consultation period will then be considered by Council at a Special 
Council meeting currently scheduled on 4 June 2019 (noting that the submissions will also be tabled 
to the Audit Committee meeting currently scheduled for 21 May 2019). 

POLICY IMPLICATIONS 

Budget Management Policy 
Treasury Management Policy 
Funding Policy 
Asset Capitalisation Policy 
Depreciation Policy 

STATUTORY REQUIREMENTS 

Local Government Act 1999 Section 122 - Strategic Management Plans 

FINANCIAL/BUDGET IMPLICATIONS 

The annual budget provides the necessary funding mechanism to implement numerous objectives 
outlined in Council’s Community Plan. The Long Term Financial Plan considers this in the context 
of a 10 year horizon. 
 
The financial implications of the draft Long Term Financial Plan are outlined in the body of this report. 

COMMUNITY PLAN 

Objective 5.2: Be recognised as a ‘best practice’ Local Government organisation    
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7 ITEMS LISTED FOR DISCUSSION 

8 ITEMS LISTED FOR DISCUSSION AT FUTURE MEETINGS  

9 QUESTIONS WITHOUT NOTICE  

10 MOTIONS WITHOUT NOTICE  

11 CLOSE 

12 NEXT ORDINARY MEETING 

To be confirmed. 
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