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PURPOSE OF THE LONG TERM FINANCIAL PLAN 
 
The Long Term Financial Plan has been developed in accordance with the 
requirements of the Local Government Act 1999, and forms part of Council’s 
Strategic planning documents. 
 
The purpose of the plan is to measure the Council’s capacity to achieve the 
theme’s and strategies set out in the Strategic Plan, and to ensure that the 
Council is adequately providing for Asset renewal as identified in the various 
Asset Management Plans.  
 
The plan also includes various financing options for a number of proposed new 
capital works which have been identified in Council’s Asset Management Plans.   
 
The ten year plan has been set based on the premise that Council wishes to be 
financially sustainable over the ten year period, and takes into consideration 
Council’s position in relation to the three key financial indicators adopted by 
Council. 
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ASSUMPTIONS  
The following assumptions were used in the formulation of the Long Term 
Financial Plan: -  
 
REVENUE 
General Rates 
General rate revenue has been increased by 1.8% more than the modelled 
Local Government cost increases to ensure the long term sustainability of the 
Council, in doing this the Council will reach a point of sustainability mid-way 
through the planning period. Proposed rate increases are detailed below: 
 
Adopted Plan    Review One 
2020/2021  3.8% Increase 2020/2021  1.6% Increase 
2021/2022  3.8% Increase 2021/2022  2.8% Increase 
2022/2030  3.8% Increase 2022/2030  3.8% Increase 
 
The plan allows for modest growth in ratable properties over the ten year period. 
 
Review One - Comment 
Due to the impacts of COVID 19 Council elected to reduce the general rate 
increase in 2020/2021 to LGPI only which equated to 1.6%. The reviewed plan 
includes an increase of LGPI plus 1.8% for the remaining term. 
 
Other Revenues 
Council also receives revenue from several other sources including statutory 
charges, user charges, reimbursements and other revenues; these items have 
been increased by the following amounts to mirror estimated Local Government 
cost increases:- 
 
Adopted Plan    Review One 
2020/2021  2.0% Increase 2020/2021  2.0% Increase 
2021/2022  2.0% Increase 2021/2022  1.0% Increase 
2022/2030  2.0% Increase 2022/2030  2.0% Increase 
 
Review One – Comment 
Other income has been reduced to 1% indexation for 2021/2022 with a return to 
2% for the remaining term. 
 
Operating Grants 
Local Government Grants Commission general purpose grants have been 
reduced by 3% annually based on recent advice from the Commission. 
Local Government Grants Commission road grants and supplementary road 
funding has been indexed at 2.0% for the life of the plan, however funding past 
2021/2022 is yet to be confirmed for the supplementary component of this 
funding.  
Roads to Recovery grants of have been included for the duration of the plan; 
with the current funding program expiring in 2023/2024. 
 
Review One – Comment 
Whilst included in current plan, a federal commitment to the continuation of the 
SA supplementary road grant funding past 2020/2021 is yet to be confirmed.  
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Investment Income 
Interest earned on investments has been calculated at an interest rate of 1% 
over the period of the plan. 
 
Review One – Comment 
Interest earned on investments has been revised for the remaining term 
2021/2025  0.5% 
2025/2030  1.0% 
 
EXPENDITURE 
Operating Expenditure 
Operating expenditure has been based on the following estimated Local 
Government cost increases: 
 
Adopted Plan    Review One   
2020/2021  2.0% Increase 2020/2021  2.0% Increase 
2021/2022  2.0% Increase 2021/2022  1.0% Increase 
2022/2030  2.0% Increase 2022/2030  2.0% Increase 
 
Review One – Comment 
Operating expenditure has been reduced to 1% indexation for 2021/2022 with a 
return to 2% for the remainder of the term. 
 
Wages 
In determining likely increases in annual wage payments the following items 
have been taken into consideration:-: 

 No Increase in Current Staffing 
 Enterprise Bargaining Agreement 
 Senior Staff Contracts 

On this basis the following increases have been applied within the plan. 
 
Adopted Plan    Review One  
2020/2030  2.0% Increase 2020/2030  2.0% Increase 
 
Review One - Comment  
Following a review of staff structure within the administration department; 
several changes have occurred including re-allocation of duties and the 
appointment of a new trainee in the front office. These changes have been 
reflected in the allocation of wages included in the reviewed plan. 
 
Finance Charges 
Finance Charges have been calculated at variable interest rates ranging from 
4% to 6.75% over the period of the plan, and may include both fixed term and 
cash advance loan facilities with the LGFA. 
 
Depreciation 
Depreciation has been calculated using the ‘Straight Line Method’ based on the 
Current Replacement Cost (CRC) of an asset and its expected life. In applying 
depreciation amounts to the various assets CRC has been indexed in line with 
anticipated asset revaluations to ensure depreciation rates are keeping pace 
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with the increased cost of asset provision and renewal. These rates therefore 
vary from asset to asset – see chart below for details. 
 
Adopted Plan 
Year           20/21    21/22    22/23    23/24    24/25    25/26    26/27    27/28    28/29    29/30 
Buildings         0.0%    11.5%    0.0%    0.0%    0.0%    0.0%    10.4%    0.0%     0.0%    0.0% 
Plant            2.0%     2.0%      2.0%    2.0%    2.0%    2.0%     2.0%     2.0%     2.0%    2.0% 
Infrastructure   0.0%     0.0%     6.1%    0.0%    0.0%    6.1%     0.0%     0.0%     6.1%    0.0% 
 
Review One 
Year           20/21    21/22    22/23    23/24    24/25    25/26    26/27    27/28    28/29    29/30 
Buildings         0.0%     7.4%      0.0%    0.0%    0.0%    0.0%    10.4%    0.0%     0.0%    0.0% 
Plant             2.0%     1.0%      2.0%    2.0%    2.0%    2.0%     2.0%     2.0%     2.0%    2.0% 
Infrastructure   0.0%     0.0%     4.7%    0.0%    0.0%    6.1%     0.0%     0.0%     6.1%    0.0% 
 
Review One – Comment 
Depreciation on buildings and infrastructure is forecast to increase by an 
additional $82,000 in 2022/2023 following the completion of three new major 
assets. 
 
CAPITAL EXPENDITURE 
Renewal 
The Capital Renewal requirements as estimated in the Asset Management 
Plans have been included in the Long Term Financial Plan.  The plan aims for 
a 100% renewal program at the optimum time to ensure assets do not 
deteriorate to a point where additional works are required.  In the case of long 
lived assets such as CWMS, bridges and urban storm water systems, funds will 
be set aside to offset future renewal programs.  
 
New Assets 
The plan includes the provision of new assets identified within the Council’s 
Asset Management Plans. Due to the size and nature of these assets it is 
envisaged that a combination of grant and loan funds along with accumulated 
reserves will be utilized in their provision. Dependence on varying degrees of 
grant funding may dictate at what time during this planning period these projects 
are able to proceed. 
 
Review One – Comment 
The following major assets have been included with new cost estimates for 
completion in 2021/2022; all with the assistance of grant funding: 

 Graham Smelt Causeway Culvert Upgrade; 
 TB CWMS Treatment Plant Upgrade – B/fwd from 2027/2028; 
 Sand Bag Seawall adjacent Ritz Car Park – New Project 

 
SELF FUNDED ACTIVITIES 
Funding for the Tumby Bay and Port Neill Community Wastewater 
Management Schemes has been included within the LTFP and includes future 
asset renewal in line with Asset Management Plans. As per legislative 
requirements any funds raised through service charges applied for the schemes 
must be quarantined for future use within the scheme. These funds are 
managed by Council through the provision of reserve accounts, with any excess 
funds allocated to reserve and available for future asset renewals as required.  
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LOAN BORROWING 
Council enters this planning period with relatively few loan borrowings and with 
a number of these loans in the category of self-servicing loans. It is envisaged 
that new borrowings will be required to fund the replacement of the bridge on 
the Graham Smelt Causeway and some items within the plant replacement 
program. 
 
Review One – Comment 
The following loan borrowings have been revised: 
Graham Smelt Causeway 
Adopted Plan  $1.62M over 15 Years  
Review One  $1.68M over 20 Years 
Major Plant Replacements 
Adopted Plan  $300K over 5 Years 
Review One  $500K over 5 Years 
 
FINANCIAL INDICATORS 
South Australian Councils are required to use nationally-consistent approach of 
measuring their financial sustainability by using three key indicators: 

 Operating Surplus Ratio 
 Net Financial Liabilities Ratio 
 Asset Renewal Funding Ratio 

 
Operating Surplus Ratio 
The operating surplus ratio is the operating surplus (deficit) expressed as a 
percentage of total operating income. 
 
“This indicator is by far the most important indicator for Councils. If a Council 
consistently achieves a modest positive operating surplus ratio, and has 
soundly based projections showing that it can continue to do so in the future, 
having regard to asset management and its community’s service level needs, 
then it is financially sustainable.” – LGA Financial Sustainability Paper 9. 
 
The Local Government Association suggests Council’s should be targeting “To 
achieve, on average, an operating surplus ratio of between 0% and 10%”. 
 
In Council Policy 5.25 Revenue and Financing, Council has set itself a target to 
achieve an operating break even position, or better, over any five year period. 
This LTFP provides Council the opportunity to reach this target in the final four 
years of the planning period. (See Chart – Page 7) 
 
Review One – Comment 
The current review document has seen Council’s endeavor’s to reach an 
operating break even position seriously compromised and will not be realised 
until the final year of the revised plan. (See Chart – Page 8) 
 
Net Financial Liabilities Ratio 
The net financial liabilities ratio is calculated by expressing net financial 
liabilities at the end of a financial year as a percentage of operating income for 
the year.   
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“Net financial liabilities is a broader and more appropriate measure of 
indebtedness than the level of borrowings, because it includes items such as 
employee long-service leave entitlements and other amounts payable in future 
as well as taking account of a Council’s cash holdings and invested monies” – 
LGA Financial Sustainability Paper 9. 
 
The Local Government Association suggests a Council’s net financial liabilities 
ratio is between zero and 100% of total operating income, but possibly higher 
in some circumstances. 
 
In Council Policy 5.24 Treasury, Council has set itself a limit of 100%.  This 
LTFP shows Council’s ratio peaking at 39% early in the planning period and 
closing out in an asset positive position with a ratio of (39%), well below 
Council’s accepted position. (See Chart – Page 8) 
 
Review One - Comment 
The current review document shows Council’s ratio peaking at 47% next year 
and closing out in an asset positive position with a ratio of (24%), well below 
Council’s accepted position. (See chart – Page 9) 
 
Asset Renewal Funding Ratio 
This ratio indicates the extent to which non-financial assets are being renewed 
and replaced, compared with the asset renewal and replacement expenditure 
identified as warranted in a Council’s infrastructure and asset management 
plan’s (I&AMP’s). It is calculated by measuring capital expenditure on renewal 
or replacement of assets for a period, divided by the optimal level of such 
expenditure proposed in a Council’s I&AMP’s. 
 
“If capital expenditure on renewing or replacing existing assets is at a level 
consistent with proposed or soundly prepared I&AMP’s that is based on long-
run affordable service levels, then it is likely that a Council is reasonably 
optimizing timing of asset renewal activity. Any material underspending on 
renewal and replacement over the medium term is likely too adversely impact 
on the cost-effective achievement of preferred, affordable service levels and 
could potentially undermine a Council’s financial sustainability.” – LGA 
Financial Sustainability Paper 9. 
 
The Local Government Association suggests capital outlays on 
renewing/replacing assets are greater than 90% but less than 110% of the level 
proposed in the Infrastructure and Asset Management Plan’s (I&AMP’s). This 
plan enables Council to maintain a ratio of 100% throughout the planning 
period. (See Chart – Page 10) 
 
Review One – Comment 
The current review document maintains a ratio of 100% throughout the planning 
period. 
 
STRATEGIC PLAN  
It is recognized that the Long Term Financial Plan does not necessarily cover 
off on all actions and activities mentioned in Council’s Strategic Plan, however 
every endeavor has been made to include all information considered relevant 
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to the plan at this time.  Future review of the plan will be carried out on an annual 
basis. 
 
The current plan includes the following major projects: 

 Tumby Bay Township Master Plan Project 
 Graham Smelt Causeway Bridge 
 Tumby Bay CWMS Upgrade 

 
Review One - Comment  
The current review includes all projects listed above with the addition of Sand 
Bag Seawall adjacent the Ritz Café car park. 
 
ANALYSIS OF LONG TERM FINANCIAL PLAN 
Council has endeavored to approach the formulation of its Long Term Financial 
Plan with two clear objectives; sustainability of essential service delivery and 
sound infrastructure management. However in achieving this it is also 
paramount that Council provides adequate funds within its “Future Projects 
Reserve” to firstly safeguard against unexpected financial impacts; and 
secondly, provide funding for future improvements within our communities. 
Council strongly believes the LTFP provides a degree of certainty in both areas, 
whilst maintaining an acceptable level of projected rate increases across the 
plan. 
 
Review One – Comment 
The current review continues to support the objectives detailed above whilst 
maintaining an acceptable level of projected rate increases across the plan. 
 
FINANCIAL STATEMENTS  
 
Review One – Comment 
The financial statements included at the back end of the plan have been modified 
to better reflect the budget templates used by Council. (See Statements – Page 
11) 
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FINANCIAL CHARTS  
 
 

 
 

-8%

-7%

-6%

-5%

-4%

-3%

-2%

-1%

0%

1%

2%

20
21

-2
2

20
22

-2
3

20
23

-2
4

20
24

-2
5

20
25

-2
6

20
26

-2
7

20
27

-2
8

20
28

-2
9

20
29

-3
0

%

YEAR

OPERATING SURPLUS RATIO

PLAN

TARGET



 

 

Page 9 

	
	

	

FINANCIAL CHARTS 
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FINANCIAL CHARTS 
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