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Introduction

Under section 122 (1a) of
the Local Government Act
1999 a Council must, in
conjunction with its strategic
management plans develop
and adopt a long term
financial plan for a period
of 10 years.

Within the plan the following must
be taken into account:

» expected expenses and capital
outlays for each year of the plan;

» expected revenues for each year
and their source;

» any variations in net debt
required as a result of expected
cash flow needs;

» performance measures to enable
assessment of the Council’s
financial sustainability;

* other documents that relate to
the LTFP;

» assumptions that have been used in
the development of the LTFP which
may include variations to service
levels provided to the community;

The Local Government Act 1999
requires Councils to have a suite of
up to date documents that collectively
form their Strategic Management
Plans (SMPs). These suite of plans
are made up of a Strategic Community
Plan, a Long Term Financial Plan

and various Infrastructure and Asset
Management Plans. The SMP’s
should be consistent and initiatives
proposed in either of the plans must
be appropriately linked to the Council’s
objectives and aspirations stated
within its Strategic Community Plan.

Berri Barmera Council

STRATEGIC
COMMUNITY
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Executive Summary

The Long-Term Financial Plan is
an important part of Council’s
budgeting framework as it
helps Council to monitor long
term financial sustainability
while working to address the
needs and expectations of
the community.

The purpose of a long-term financial
plan is to assist Council in setting

its future financial direction. Longer
term planning is essential to assess
revenue raising needs and capacity,
to review and vary service levels

and capacity to undertake major
additional capital works while ensuring
that a Council remains financially
viable in the long term.

A long-term financial plan is similar

to, but usually less detailed than the
annual budget, but without a long-term
financial plan a Council is at risk of
taking on additional services without
careful consideration of the implications
for their financial sustainability.

Therefore, like the annual budget a
long-term financial plan should guide
the Council’s future decisions and
timing of actions, while encouraging
it to think about the impact of these
on future revenues and expenses.

Every year the assumptions
applied throughout the Long-Term
Financial Plan (LTFP) are reviewed
and amended, if necessary, to
reflect community needs as well as
the economic conditions of the day
and foreseeable future.

Council is mindful of the community’s
ability to pay and has worked hard
over recent years to turn its operating
result into a surplus by identifying
and reducing costs without sacrificing
any of the services it provides.




The Long-Term Financial

Plan has been prepared with
several key assumptions being
determined including:

* The Long-Term Financial Plan
reflects existing recurrent service
levels to our community being
maintained. Council’s budget
process considers on-going service
delivery and commitments and new
expenditure items and initiatives.

* Infrastructure and Asset
Management Plans have been
developed to assist Council
to predict new and renewal
infrastructure needs to meet
future community service
expectations as well as the costs
associated with maintenance.

* The projected service charge
for the Community Wastewater
Management Scheme has been
kept to a minimum, although at
cost recovery, in order to meet
ongoing expenditure requirements.

Where possible additional capital
works or major projects will be
funded from grant monies which
Council will actively pursue for
projects which deliver against the
strategic plan.

The financial indicators as
described further in this plan have
been a determining factor when
allocating capital outlay on

the various categories of assets.

Projected indexation that has
been applied over the life of the
plan is provided in the table on
the following page.

From June 2023 a Funding Plan
will accompany the Long Term
Financial Plan, pursuant to the
new legislation.

Dylan Strong,
Chief Executive Officer

Long Term Financial Plan 2022-2032




Assumptions

Berri Barmera Council - LTFP Assumptions

2021- 2022- 2023- 2024- 2025- 2026- 2027- 2028- 2029- 2030- 2031-
2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Plan Plan Plan Plan Plan Plan Plan Plan Plan Plan Plan
$'000 $'000 $'000 $’000 $'000 $’000 $’000 $’000 $'000 $’000 $’000

Projected
expenditure 2.5%  2.5%  25%  25%  25%  25%  25%  2.5%  25%  25%  2.5%

indexation (%)

Projectedwages 53 479  25%  2.5%  2.5%  2.5%  2.5%  2.5%  2.5%  2.5%  2.5%
indexation (%)

Projected rate 00% = 00% 2.5% 25% 25% 25% 25% 2.5%  2.5%  2.5%  2.5%
general INcreases

Projected rate 40%  1.5% 1.0% 10% 1.0% 1.0% 1.0% 1.0% 10% 1.0%  1.0%
growth

Projected

service charge 3.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5%
increases —

effluent drainage

Projected

service charge 2.5%  25%  25%  2.5%  2.5%  25% 2.5%  2.5%  2.5%  25%  2.5%
increases — waste

management

Population 10,686 10,686 10,686 10,686 10,686 10,686 10,686 10,686 10,686 10,686 10,686

8 Berri Barmera Council



Projected Expenditure
Indexation

The projected expenditure

indexation has been set at 2.5%

for the duration of the plan.

Although the Adelaide CPI
was set at 1.9% for the March

2022 quarter with an average of

4.7% for the 12-month period.
Council feels an assumption of
price increases set at 2.5% is
more in line with the increase
to costs applicable to the Local
Government Industry.

Projected Wage
Indexation

Council have assumed
increase to wages based on
recent Enterprise Bargaining
Agreements and those within
the industry, which is still
ongoing and will be amended
once the Enterprise Bargaining
Agreements are finalised.

Projected Rate Growth

Rate growth for 2022/2023 at 1.5%
is a result of new properties and
capital valuation increases provided
by the Valuer General.

Projected Service

Charge Increase -
Community Wastewater
Management Scheme (CWMS) and
Waste Management Assumptions
have been set to ensure recovery of

expenditure in relation to the prescribed
services to maintain reserve balances.

CWMS = effluent drainage

Population

10,484 as per the 2021 Census data.

Long Term Financial Plan 2022-2032
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The activities of Council are very Unlike other forms of government,

asset intensive. As at 30 June 2021 Councils have very limited revenue
the replacement value of Council’s sources and many people in the
non-current assets was $203 million community are resistant to increases
of which categories include: in property rates.

* Land Councils need to plan for the long

term and ensure that funds are
made available to maintain assets as
* Plant, Furniture and Equipment required so that assets achieve their
- Roads, Footpaths and Kerbing full intended service life and whole of
life asset costs are minimised.

* Buildings and Structures

» Stormwater
With this in mind, it is imperative

that Councils have well developed
Long-Term Financial Plans to help
guide decision making and to protect
their future financial sustainability.

* Community Wastewater
Management Schemes (effluent)

Many of these assets have long
lives and require substantial
maintenance, rehabilitation and
replacement within a 10-year period.
Community demands for better

and additional Local Government
services are increasing all the time.

KERBING

10% N\
ROADS
28%

The proportion

of non-current EFFLUENT
assets owned 10%
by Council
?\'P\“‘Sqo
e
pc

BUILDINGS

AND STRUCTURES

28%
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Key Conclusions

The Long-Term Financial
Plan (LTFP) demonstrates
Council’s financial
sustainability over the

term of the plan while still
maintaining the level of
services it currently provides
to the community.

In the longer term the estimated
cash flow statement indicates a
steady increase in cash held which
assists Council in either reducing
its debt levels or from relying

on debt proceeds to fund future
capital investments.

The estimated surpluses over the
latter part of the plan provides
Council with the surety that it is in
a position to fund any new initiatives
that are either built into the plan

or any initiatives that may arise in
the future.

Berri Barmera Council

The Long-Term Financial Plan

needs to not only reflect community
wants and needs but also what

can be afforded without detriment to
the Council’s longer term financial
sustainability. Community input is vital
if a Council is to achieve the best results
from the development of its plans.

The Local Government Act

states that “a council must adopt a
process or processes to ensure that
members of the public are given a
reasonable opportunity to be involved
in the development and review of

its strategic management plans.”
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External Influences

and Risks

Consumer Price Index
(All Adelaide)

The Consumer Price Index (CPI)

is regarded as Australia’s key
measure of inflation for household
consumables. It is designed to provide
a general measure of price inflation
for the Australian household sector

as a whole. This Long-Term Financial
Plan includes CPI of 2.5% over the life
of the plan. CPI for Adelaide for the
March 2022 quarter was set at 1.9%,
which brings the 12-month CPI to 4.7%.

Local Government
Price Index

The Local Government Price Index
(LGPI) is an independent measure
of the inflationary effect on price
changes in the South Australian Local
Government sector, developed by the
Australian Bureau of Statistics (ABS)
and updated by the South Australian
Centre for Economic Studies on

a quarterly basis. Council notes the
most recent LGPl and uses its
relativity to CPI in order to generate
forecast across the life of the Plan.

14 Berri Barmera Council

Federal Assistance Grants

The South Australian Grants Commission

is responsible for the distribution of untied
Commonwealth Financial Assistance Grants
to Local Government in accordance with
State and Federal legislative requirements.

Council currently receives around $2.6 million
per year in Financial Assistance Grants. This
allocation of this grant is based on predetermined
methodology involving analysis of Council’s
income raising capacity and expenditure
requirements compared with State averages
and other factors such as Council’'s demographic
profile, the movement in its population relative
to the movement in both South Australia’s and
Australia’s population and the community’s ability
to pay relative to other council communities.
Changes to the total grant funding pool, the
methodology or even Council’s demographics
have the potential to impact on the amount

of grant assistance provided to the Council.

In addition to the amount of this grant, the
timing of when the grant is paid could also have
a potential impact on the Long-Term Financial
Plant. The Australian Accounting Standards
applying to Local Government require the grants
received within a financial year are shown as
income in the year that it is received rather than
the year for which it is intended. This issue

has impacted on Council in the past but not
anticipated within the Long-Term Financial Plan.



Interest Rates

Although minimal new loans are
included within the Long-Term
Financial Plan, Council has taken

a simple but conservative approach
and has allowed for interest rates
of 2.5% to 4.5% over the next

10 years as a variable rate for the
requirement of cash advance facility
drawdowns. These assumptions are
reviewed annually and if changes
are made to official interest rates by
the Reserve Bank of Australia
corresponding adjustments will be
updated within the Long-Term
Financial Plan.

Councill
has allowed for
interest rates
of 2.5% to 4.5%
over the next
10 years

Year Contribution Rate

1 July 2020 — 30 June 2021
1 July 2021 — 30 June 2022
1 July 2022 — 30 June 2023
1 July 2023 — 30 June 2024
1 July 2024 — 30 June 2025

1 July 2025 — 30 June 2026
onwards

Long Term Financial Plan 2022-2032

Superannuation Guarantee

As part of the 2014 Federal
Budget, the Federal Government
determined superannuation will
increase progressively from 9% to
12% as follows:

9.5%

10.0%

10.5%

11.0%

11.5%

12.0%
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Operational Costs -
Fuel, Water, Electricity and
Waste Management

The volume of fuel required to
operate Council’s plant, equipment
and vehicle fleet is significant and
movements in the price of fuel above
the general rate of inflation may have
the potential to significantly affect
Council’s financial position. Conversely,
future transition to an electric vehicle
fleet has the potential to also impact
Council’s financial position. At the
moment availability of these vehicles
due to the affects of COVID-19 is a
major issue.

A critical element of the Berri Barmera
Council’s maintenance and upkeep
of its parks, gardens, open spaces
and sporting amenities is the effect
of the price movements for water
above the general rate of inflation
and the potential to significantly affect
Council’s financial position in order
to maintain the level of service it
currently provides to the community.

Council continues to explore ways
and opportunities to minimise

the reliance on water and improve
irrigation practices to ensure the
top level of service is maintained.

The cost of electricity to the Berri
Barmera Council is significant any
movements in the price of energy
above the general rate of inflation
has the potential to significantly affect
Council’s financial position. Council
is investing in LED street lighting and
solar options and other ways to
reduce energy use and reliance.

The way waste is managed in
Australia is changing considerably as
a response to China’s policy to reduce
importation of recyclables. This will
impact Council, meaning it will also
impact ratepayers. It will take time for
Australia, business and industry to
establish processing plants that can
convert recyclable materials into by
products and to reduce household
waste going to landfill. The cost

to council for the management of
household waste therefore has

the potential to significantly affect
Council’s financial position. Council
are investigating a variety of
measures to introduce sustainable
waste management practices
including ongoing education for

the community to reduce future
waste management charges.




Cost Shifting

Each year Council is impacted to
some extent by cost increases through
legislative changes, additional
compliance requirements, reductions
in funding and increases in taxes or
levies. Examples being the increase
to the solid waste levy passed by

the State Government in 2019/2020
above CPI and the impact legislation
such as the Litter, Noise and Nuisance
Legislation passed onto to Councils
from the State without resources.

Local Government Reform

The Statutes Amendment (Local
Government Review) Act 2021 have
required consultation, training and
resource application to ensure

the amendments are implemented
within legislated timeframes.

The State Government’s
proposed reforms are divided
into four themed areas:

+ Council member capacity
and conduct

e Lower costs and enhanced
financial accountability

 Efficient and transparent local
government representation

e Simpler regulation.

The Review Bill will be implanted over
a 2-year period (until 30/06/2023 when
the Funding Plan needs to accompany
the LTFP) with the assistance of

the Local Government Association,
through the LG Equip program.




Council Operations

Operating Income
Rates

Rates revenue includes amounts
received from general rates,
Community Wastewater Management
Schemes (CWMS) service charges
(effluent disposal charges), Waste
Management service charges, levies
collected on behalf of the state
government such as the Regional
Landscape Levy and late payment
penalties applied. Any mandatory

or discretionary rebates applied
pursuant to the Local Government
Act are netted off against the
appropriate rate revenue charges.

A 7% minus in the rate in the dollar for
residential rates has been proposed
for the 2022/2023 budget, which

would lead to an average rate of 4.7%.

The Industrial rates will decrease to
align with the commercial rates.

For future years of the financial plan
rate increases have trended upwards
to 2.5% and have factored in a

return of growth to the area at 1.0%.

Development growth accounts for
new properties, houses, subdivisions

and other developments in the region.

Property development has resulted
in an estimated 1.5% development
growth in rates.

Council will always, however,
attempt to identify other sources of
revenue where possible.

18 Berri Barmera Council

Charges relating to the Community Wastewater
Management System (effluent disposal) will
decrease to 2.5% in 2022/2023 from 3.5%

for 2021/2022 with maintenance costs and
capital upgrades kept to a minimum. Increases
throughout the 10-year term for this service
charge have been reviewed with increases of
2.5% for the remaining years of the plan. The
aging infrastructure of the scheme and the
introduction of the Wastewater Re-use Scheme
have meant some increases are necessary

to retain the viability of the scheme.

In addition, capital upgrades are required
to ensure new connections for prospective
industry are catered for.

An annual service charge is also included for
the specific purpose of the collection and
disposal of waste. The service will include a
weekly domestic collection in a smaller 140 litre
bin for all properties, a fortnightly recycling
collection of a 240 litre bin for all properties as
well as a fortnightly green waste collection of

a 240 litre bin for town residential properties.
This service charge will decrease remain the
same at 2.5% for 2022/2023.

The waste management service charge is

a charge based on cost recovery. With the
change to China’s policy to reduce the import
of recyclables and the State Government’s
2019 budget announcement to increase the
solid waste levy the costs to Council to provide
this service to its community is growing. Future
increases to this service charge are purely
based on increases imposed on councils for
the disposal of waste.

Council are advised annually of the Regional
Landscape levy to be recovered from ratepayers.



Statutory Charges

Statutory charges are set by
regulation and collected by Council
for regulatory functions. They include
such fees as assessment of
development applications, town
planning fees, building act fees, dog
registration fees and fines, parking
fees and fines, litter fines, rates
search fees, health related fees and

environmental control fees and fines.

Statutory charges have a projected
increase of 2.5% per annum.

User Charges

User charges comprise of charges
for the use of Council owned
facilities such as hall hire, sporting
facilities hire, library fees and fines,
cemetery fees, waste collection and
disposal and other sundry sales.

User charges have been projected
to increase by 2.5% per annum.

Grants, Subsidies and
Contributions

A significant portion of Council’s
revenue is derived from
Commonwealth Financial Assistance
Grants which is administered and
distributed by the South Australian
Local Government Grants Commission.
The Commonwealth Local Government
(Financial Assistance) Act 1995
governs the way in which the grants
are distributed to each State and

from there onto each Council.

Excluded from this category of
income are grants and subsidies and
contributions received specifically for
new or upgraded assets.

The Australian Government committed
to an extension of the Roads to
Recovery Program from 2019/2020

for a further 5 years. Council’s total
allocation under the Roads to Recovery
Programme is $1,088,301. The next
two years funding will be used for the
completion of Costello Road.

Other regular minor grants have
also been assumed to continue
and have been increased by 2.5%.
Examples of these are the Library
Maintenance Grants.

Long Term Financial Plan 2022-2032
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Investment Income

Investment income is revenue
from financial investments or loans
to community groups.

In line with Council’s Treasury
Management Policy investments

are either placed with the Local
Government Finance Authority or
with one of the four major banks.
Council uses financial reserves to
set aside funds for future specific
purposes such as plant replacement,
land development and community
wastewater management schemes.
Such reserves earn interest that is
either returned to Council as revenue
or re-invested in the reserve.

It is best practice however that

any funds that are not immediately
required to meet approved
expenditure is applied to reduce
level of borrowings or to defer/reduce
levels of future borrowings.

Investment income for deposits
held has been projected at 2.5%
per annum.

Reimbursements

Reimbursements are amounts
received for work done, or expenses
incurred, by the Council acting on
behalf of other government bodies,
property owners, organisations

or individuals.

Reimbursements stayed the same
at 2.5% per annum.

Other Revenues and
Commercial Activities

Other revenues are revenues

not classified elsewhere such as
insurance recoveries, rebates and the
like. Income derived from commercial
activities is received from activities
solely carried out to generate revenue
such as the operation of the Visitor
Information Centre.

Other revenues and commercial
activities income have been projected
to increase by 2.5% per annum.

Councll

uses financial
reserves to set
aside funds for
future specific

Berri Barmera Council

puUrposes






Operating Expenditure

Employee Costs

This expenditure line includes all expenditure
relating to the employment of Council’s staff
and includes on-costs such as superannuation,
workers compensation insurance and accrued
leave entitlements. Any of the above costs
associated with capital works is not included.

An increase of 2.5% has been applied to
2022/2023 awaiting the outcome of the
Enterprise Bargaining Agreements. For the
remaining years of the plan increases of 2.5%
have been factored. It has also been assumed
that staffing levels will remain relatively static
over the 10-year period. Some areas like

the Depot might grow, while others would
change due to digitisation.

Materials, Contracts and
Other Expenses

Materials, contracts and other expenses
include costs associated with the purchase of
all goods and services such as insurances,
light and power, fuel and oil, consulting fees,
repairs and maintenance and all other costs
not elsewhere classified.

An assumption has been made that all
operational costs relating to materials,
contracts and other expenses will increase
by 2.5% per annum. However, a review of all
expenditure lines are carried out annually
during the annual budget process to identify
any cost savings that can be made.

Berri Barmera Council

Finance Expenses

Finance costs represent interest
payments on loans.

Interest costs for any new loans
factored into the latter part of the plan
have been calculated at between
2.45 — 4.5% per annum.

Council’s Treasury Management
Policy encourages the use of cash
reserves over loan borrowings

to fund capital works and for the
management of cash flow.

However, loan borrowings have
been utilised where necessary to
fund appropriate capital works and
the costs associated with the
loans factored into the operational
expenses of Council.

Depreciation, Amortisation
and Impairment

Although depreciation is not a cash
expense to Council it is an expense
that represents the wear and tear

of Council’'s asset base, and which
reflects the consumption of the assets
being used. All things being equal an
equivalent amount should be spent
on the renewal and replacement of
such assets over the long run.

Depreciation expense is calculated
using the straight-line method with
increases aligned with the assumed
indexation rate of 2.5% per annum.
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Although Council report within their financial
statements the breakdown of operating
expenditure in accordance with Australian
Accounting Standards the following graph
depicts an additional breakdown of operating
expenditure according to the categories reported
to the Local Government Grants Commission.
The graph adjacent demonstrates the wide
range of services and expenditure areas the
Council will allocate its revenue in a typical year.

Proposed operating expenditure
by function average over life of the plan

30%

Long Term Financial Plan 2022-2032
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Capital Income and Expenditure

Buildings and Structures

» Ongoing upgrades to the Berri Swimming Centre
is included within the LTFP with an emphasis
on further safety and disability compliance.

* A project to upgrade the Berri Baseball
Lighting Upgrade within our district has
been included with grant funding being
sourced to reduce the cost to ratepayers.

* Included within the Long-Term
Financial Plan is a budget estimate
for future planning around the Berri
Library. This project will address

» When the carry over projects Barmera aesthetic, functionality, of a new
Multi Sport Changerooms and Oval Lighting library in the centre of town due
Upgrade have been completed, the Stage to the library having to move from
two part of the project to streetscape the high school in the future.

and beautify the area will commence during

2022/2023 financial year. * Itwas a requirement that

Councils in South Australia develop

* Inclusion of Master Planning at key a Disability Access and Inclusion
community precincts and estimates for Plan by October 2020. Berri
outcome delivery has been included over Barmera Council have allowed
the initial 5 years of the long-term plan. for some infrastructure projects

as an outcome of the Plan.

* Progression of the Berri Riverfront precinct
development — stage 2 has been included
with anticipated funding received to
assist Council to complete its vision for this
vital tourist precinct.




Ongoing allocations for building

as structures renewals have been
included throughout the life of

the plan in line with Council’s
Buildings Asset Management Plan.

Council has a vast number of
playgrounds with equipment now
reaching an aged state. There has
been an allocation for playground
equipment renewal every year.

Various projects such as
replacement of pine posts around
parks and sporting grounds as well
as erection of shade structures

and park furniture will be undertaken
throughout the course of the plan.

Ongoing budget allocations have
been included for the renewal and
upkeep of Council’'s cemeteries.

Council is required to maintain

a Disability Access and Inclusion
Plan. The LTFP allows for

some infrastructure projects as
an outcome of the Plan.

» Ongoing allocations for building
as structures renewals have
been included throughout
the life of the plan in line with
Council’s Buildings Asset
Management Plan.

* Council has a vast number
of playgrounds with equipment
now reaching an aged state.
There has been an allocation
for playground equipment
renewal every year.

e f

gl Plan 2022-2032
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Roads, Footpaths and Kerbing

Over the course of the plan funding is
allocated towards the renewal and
replacement of roads. The location priority
has been determined by a condition rating
exercise and incorporated into Asset
Management Plans.

The Roads to Recovery Program will fund
some of the asset renewal as required.
Other funding such as “Special Local Roads”
will be sourced wherever possible.

New and upgrade of roads will be
budgeted for to ensure service delivery
of road infrastructure remains adequate
for the community.

An amount determined within the Asset
Management Plans have been included in
the LTFP onwards from years 2022/2023
for further road upgrades.

An amount has been allocated each year for
the resealing of roads as well as resheeting
and re-rubbling of Council roads and indexed
at 2.5% in order to maintain Council road
infrastructure. This is in line with the results
of the Roads Asset Management Plan
2019/2020.

26 Berri Barmera Council

» Allocations towards the renewal

and upgrade of kerbing has been
built in over the life of the plan
according to priorities determined
by condition rating and defined
within the Kerbing Asset
Management Plan 2019/2020.

A Footpath Asset Management Plan
2019/2020 has been developed
and has provided information
regarding required allocations for
the continued upgrade and renewal
of footpaths and gopher routes.
This allocation has been indexed
at 2.5% over the life of the plan.

The replacement of Berri and
Barmera pavers within the CBD’s
will continue from 2022/2023
onwards. The allocation is adjusted
annually in line with the condition
rating within Council’s Asset
Management Plan.



Stormwater

» Stormwater infrastructure asset
renewal projects have been
identified and will be carried
out over the course of the plan
according to priorities set in
the Asset Management Plan.

Community Wastewater
Management Scheme
(CWMS)

* Due to the age of some of the
infrastructure within the CWMS
(particularly Barmera township)
capital renewal amounts have
been included throughout the life
of plan to ensure infrastructure is
renewed on an ongoing basis.

Plant and Equipment

» Replacement of motor vehicles

for regulatory functions such

as building inspection, health
inspection, general inspection and
office requirements have been
incorporated on a rotational basis
every 2-3 years. An extra hybrid
vehicle has been allocated to the
infrastructure area as a pool vehicle.

The delivery of the Riverland
Council’s regional ICT Strategy has
been incorporated over the life of
the LTFP. This project will ensure
effective, modern and best practice
ICT requirements for staff and the
community. Efficiencies will be
gained by all 3 Riverland Councils
working together in an alliance.

The replacement of IT and

digital devices has been included
over the life of the plan for use by
Elected Members.

Replacement of plant, furniture
and equipment for the Berri Visitor
Information Centre, Berri and
Barmera Libraries and Berri Depot.

Major plant replacements have
been included according to

the plant replacement programme
adopted by Council.

Long Term Financial Plan 2022-2032
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Financial Indicators

The Local Government Act 1999 requires Council to “state
the measures (financial and non-financial) that are to

be used to monitor and assess the performance of councll
over the relevant period.”

The SA Local Government Financial Management
Group have developed and standardised a set of
indicators applicable to all Councils. The use of these
indicators assists in the steering of Council’s financial
performance and sustainability.

The indicators used by Councils and their
explanation are as follows:

Long Term Financial Plan 2022-2032
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Indicator 1

Operating Surplus Ratio

By what percentage does the major controllable revenue
source vary from operating expenses.

An operating surplus (or deficit) arises
when operating revenue exceeds
(or is less than) operating expenses
for a period. A council’s long term
financial sustainability is dependent
upon ensuring that, on average, its
expenses are less than its revenues.
If a council is not generating an
operating surplus in most periods,
then it is effectively living beyond its
means and is unsustainable.

The operating surplus ratio is the
operating surplus (or deficit)
expressed as a percentage of general
and other rates net of rate rebates
and revenues from the Regional
Landscape Levy.

A positive ratio indicates the
percentage of rates available to fund
capital expenditure.

A negative ratio indicates the
percentage increase required in rates
to achieve a break-even operating
result. If in the event of a positive ratio
and that amount is not required for
that particular year, it can be held
over for future capital works or can
be used to reduce existing debt.

Council’s target — to
incrementally achieve a ratio
of 0% or better over the
course of the 10-year plan.
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Indicator 2

Net Financial Liabilities Ratio

How significant is the net amount owed compared
with operating revenue.

This ratio indicates the extent to which
net financial liabilities of a council could
be met by its operating revenue. Where
the ratio is falling over time indicates
that the Council’s capacity to meet its
financial obligations from operating
revenue is strengthening. Net financial
liabilities are a broader and more
appropriate measure of indebtedness
than just the level of borrowings as it
includes items such as employee long
service leave entitlements and other
amounts payable.

Net Financial Liabilities Ratio

A council would need to consider
the impact of interest payments
associated with borrowings on its
operating result, however councils
with a healthy operating surplus may
decide to address any asset renewal
and rehabilitation backlog as well

as provide additional services to its
community through the acquisition of
additional assets without detracting
from its financial sustainability.

There have been minimal loans
factored into the term of the plan.

Council’s target — to be
between 0% and 100% of
operating revenue.
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Indicator 3

Interest Cover Ratio

How much income is used in paying interest on loans.

This ratio indicates how

much of Council’s operating Council’s target —
revenues are committed to less than 5%

interest expense. There is
no right or wrong ratio, but
a Council must be aware to
manage this ratio within a
range it is comfortable with.

Interest Cover Ratio
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Indicator 4

Asset Renewal Funding Ratio

Are assets being replaced at the rate they are wearing out.

This ratio indicates
whether Council is renewing
or replacing existing
non-financial assets at the
same rate the assets are
wearing out. It is calculated
by measuring capital
expenditure on renewal

or replacement of assets
relative to the optimal level
of such expenditure
proposed in Council’s
infrastructure and asset
management plans.

If capital expenditure on renewing

or replacing existing assets is at least
equal to the level proposed in the
infrastructure and asset management
plans, then council is ensuring service
levels derived from its existing

assets are maintained. Any material
underspending on the renewal and
replacement of assets over the
medium term is likely to adversely
impact on service levels.

Council’s target —
between 90% and 110%.

Asset Consumption Ratio
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