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Audit Committee  

NOTICE OF MEETING

Notice is hereby given that a meeting of the Audit 
Committee will be held in the 

Kingston Room, Civic Centre 
24 Jetty Road, Brighton 

Wednesday 5 February 2020 at 6.00pm 

Roberto Bria 
CHIEF EXECUTIVE OFFICER 
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Audit Committee Agenda 

1. OPENING

The General Manager Strategy and Business Services will declare the meeting open at 6.00pm
pm.

2. APOLOGIES

3.1  Apologies received 

  3.2  Absent 

3. DECLARATION OF INTEREST

If a Member has an interest (within the terms of the Local Government Act 1999) in a matter
before the Committee they are asked to disclose the interest to the Committee and provide
full  and accurate details  of  the  relevant  interest.   Members are  reminded  to declare  their
interest before each item.

4. CONFIRMATION OF MINUTES

Motion

That the minutes of the Audit Committee held on 4 December 2019 be taken as read and
confirmed.

Moved ____________________, Seconded ___________________  Carried

5. PRESENTATION

6.1  Asset Plan Presentation 

7. ACTION ITEMS
7.1    Action List ‐ 9 October 2019 

8. REPORTS BY OFFICERS

8.1  Standing Items – February 2020 (Report No: 26/20) 
8.2  2020‐2021 Budget Development (Report No: 27/20) 
8.3  Long Term Financial Review (Report No: 28/20) 
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9. AUDIT COMMITTEE FORWARD AGENDA

10. URGENT BUSINESS – Subject to the Leave of the Meeting

11. DATE AND TIME OF NEXT MEETING

The  next meeting  of  the Audit  Committee will  be  held  on  8  April  2020  at  6.00pm  in  the
Kingston Room, Civic Centre, 24 Jetty Road, Brighton.

12. CLOSURE

ROBERTO BRIA 
CHIEF EXECUTIVE OFFICER 
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TRIM Reference: B330 

Item No:  8.1 

Subject:  STANDING ITEMS – FEBRUARY 2020   

Date:  5 February 2020 

Written By:  Manager Finance 

General Manager:  Strategy and Business Services, Ms P Jackson 

SUMMARY 

The Audit Committee is provided with a report on standing items at each ordinary meeting. 

RECOMMENDATION 

That  the  Audit  Committee  advises  Council  it  has  received  and  considered  a  Standing  Items 
Report addressing: 

• Monthly financial statements
• Risk Management and Internal control
• Audit – External/Internal
• Public Interest Disclosures – previously Whistle‐Blowing
• Economy and efficiency audits
• Audit Committee Meeting Schedule

COMMUNITY PLAN 

Culture: Enabling high performance  
Culture: Being financially accountable 
Culture: Supporting excellent, efficient operations 

COUNCIL POLICY 

Not applicable 

STATUTORY PROVISIONS 

Local Government Act 1999, Sections 41 and 126 
Public Interest Disclosure Act 2018 
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BACKGROUND 

The Audit Committee has previously  resolved that a  report be  included  in the agenda of each 
meeting of the Committee addressing the following standing items: 

• Monthly financial statements
• Risk management and Internal Controls
• Audit – External/Internal
• Public Interest Disclosures – previously Whistle‐Blowing
• Economy and efficiency audits

Also included in this Standing Items report  is an item to formally advise the Committee of the 
outcomes  of  its  recommendations  and  advice  to  Council.    This  is  aimed  at  ‘closing  the 
communication loop’ between the Committee and Council.   

REPORT 

Monthly Financial Reports 

Members of the Committee receive copies of the monthly financial reports as soon as practical 
after they are provided to Council.  

Financial  reports  for Municipal and Alwyndor operations  for  the months ended 30 September 
2019 and 31 October 2019 were considered by Council at its meetings on 22 October 2019 and 
26 November 2019 respectively. Members of the Committee have received copies of the August 
report.  

There was no November month end report due to the timing and reduced number of Council 
meetings  in  December  and  January.  The  half  yearly  financial  report  to  31  December  2019  is 
scheduled  to  be  presented  to  Council  on  11  February  2020. Members  of  the  Committee will 
receive copies of this report prior to the Council meeting.    

Risk Management 

Administration  is  not  aware  of  any  material  changes  to  Council’s  risk  profile  not  otherwise 
disclosed since the previous Standing Items Report on 9 October 2019.  

Internal Controls 

Administration is not aware of any material changes to Council’s internal controls not otherwise 
disclosed since the previous Standing Items report on 9 October 2019.  

External Audit  

Council’s external auditor, BDO, attended the Audit Committee on 9 October 2019 to discuss the 
final audit of the 2018/19 financial statements. The 2018/19 consolidated financial statements 
were  adopted  by Council  on  22 October  2019.  BDO  subsequently  issued  an unqualified audit 
opinion on the Council and Alwyndor 2018/19 Financial Statements and Internal Controls.  
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Refer Attachment 1 

The term of Council’s external auditor will be completed when the 2019/20 financial year audit is 
finalised and is expected to be during October 2020. The committee has previously resolved that 
external audit services be put to tender prior to the commencement of the work required for the 
2020/21  financial  year  (Report  137/19).  This work  is  expected  to  commence  in  early  2021.  A 
report on the tender process will be presented to the next meeting of the committee.   

Internal Audit  

A credit card internal audit was undertaken during May 2019 to provide Council and Alwyndor 
assurance in regards to the robustness of internal controls around credit cards. The Committee 
received the audit report at its meeting on 9 October 2020 including a draft updated policy for 
consideration.  The  policy  has  been  amended  to  exclude  mention  of  benefit  schemes  and  is 
resubmitted for the committee’s consideration and further feedback as attached.     
Refer Attachment 2 

An updated progress report is provided on outstanding internal audit actions.  
  Refer Attachment 3 

Council’s  internal auditor Galpins will present a draft Strategic Risk Register and Internal Audit 
Plan at the committee meeting. 

 

Public Interest Disclosures 

On  1  July  2019  the  Public  Interest  Disclosure  Act  2018  came  into  effect  replacing  the 
Whistleblowers Protection Act 1993.  The new laws strengthen transparency and accountability 
across  government  by  establishing  a  scheme  that  encourages  and  facilitates  the  appropriate 
disclosure of public interest information to certain persons or authorities.  Council has endorsed 
the Public Interest Disclosure Policy aligned to the model policy provided by the Local Government 
Association.   

There have been no public interest disclosures made to Council since the previous standing items 
report on 9 October 2020.  

Sec 130A Economy and Efficiency Audits 

Council has not initiated any review pursuant to section 130A of the Local Government Act since 
the previous Standing Items Report on 28 August 2019.  

Council Recommendations 

At  its  meeting  on  22  October  2019  Council  received  the  minutes  and  endorsed  the 
recommendations of the meeting of the Audit Committee held on 9 October 2019 and the special 
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meeting held on 4 December 2019. The minutes of the special Audit Committee meeting held on 
4 December 2019 will be received at a future meeting of Council.  
 
2020 Meeting Schedule 
 
The Audit Committee’s terms of reference require it to meet at least 4 times each year and at 
least once each quarter. During 2020 meetings have been set to align with the two important 
financial programs in which the Audit Committee plays important roles:  
 
•  Development of the annual business plan and budget 
•  Completion of the annual financial statements, external audit and annual report. 
 
In  order  to  accommodate  the  above  reporting  requirements  the  following  ordinary  meeting 
schedule is proposed for 2020:   
 
•  Wednesday 8 April 2020 
•  Thursday 4 June 2020 
•  Wednesday 26 August 2020 
•  Wednesday 7 October 2020. 
 
BUDGET 
 
This report does not have any budget implications.  
 
LIFE CYCLE COSTS 
 

This report does not have any full life cycle costs implications.  
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INDEPENDENT ASSURANCE REPORT 

ON THE INTERNAL CONTROLS OF THE CITY OF HOLDFAST BAY 

 

Opinion 

We have undertaken a reasonable assurance engagement on the design and the operating effectiveness 

of controls established by City of Holdfast Bay (“the Council”) in relation to financial transactions 

relating to the receipt, expenditure and investment of money, acquisition and disposal of property and 

incurring of liabilities, throughout the period 1 July 2018 to 30 June 2019 relevant to ensuring such 

transactions have been conducted properly and in accordance with law. 

In our opinion, in all material respects: 

(a) The controls established by the Council in relation to financial transactions relating to the receipt, 

expenditure and investment of money, acquisition and disposal of property and incurring of 

liabilities were suitably designed to ensure such transactions have been conducted properly and in 

accordance with law; and 

(b) The controls operated effectively as designed throughout the period from 1 July 2018 to 30 June 

2019. 

Basis for opinion 

We conducted our engagement in accordance with Standard on Assurance Engagements ASAE 3150 

Assurance Engagements on Controls issued by the Auditing and Assurance Standards Board. 

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our 

opinion. 

The Council’s responsibilities for the internal controls  

The Council is responsible for: 

a) The receipt, expenditure and investment of money, acquisition and disposal of property and 

incurring of liabilities; 

b) Identifying the control objectives 

c) Identifying the risks that threaten achievement of the control objectives 

d) Designing controls to mitigate those risks, so that those risks will not prevent achievement of the 

identified control objectives; and 

e) Operating effectively the controls as designed throughout the period. 

Our independence and quality control 

We have complied with the independence and other relevant ethical requirements relating to 

assurance engagements, and apply Auditing Standard ASQC 1 Quality Control for Firms that Perform 

Audits and Reviews of Financial Reports and Other Financial Information, and Other Assurance 

Engagements in undertaking this assurance engagement.  



 

 

Assurance practitioner’s responsibilities 

Our responsibility is to express an opinion, in all material respects, on the suitability of the design to 

achieve the control objectives and the operating effectiveness of controls established by the Council in 

relation to financial transactions relating to the receipt, expenditure and investment of money, 

acquisition and disposal of property and incurring of liabilities. ASAE 3150 requires that we plan and 

perform our procedures to obtain reasonable assurance about whether, in all material respects, the 

controls are suitably designed to achieve the control objectives and the controls operated effectively 

throughout the period. 

An assurance engagement to report on the design and operating effectiveness of controls involves 

performing procedures to obtain evidence about the suitability of the design of controls to achieve the 

control objectives and the operating effectiveness of controls throughout the period. The procedures 

selected depend on our judgement, including the assessment of the risks that the controls are not 

suitably designed or the controls did not operate effectively. Our procedures included testing the 

operating effectiveness of those controls that we consider necessary to achieve the control objectives 

identified. An assurance engagement of this type also includes evaluating the suitability of the control 

objectives. 

Limitations of controls 

Because of the inherent limitations of an assurance engagement, together with any internal control 

structure it is possible that, even if the controls are suitably designed and operating effectively, the 

control objectives may not be achieved and so fraud, error, or non-compliance with laws and 

regulations may occur and not be detected.  

An assurance engagement on operating effectiveness of controls is not designed to detect all instances 

of controls operating ineffectively as it is not performed continuously throughout the period and the 

tests performed are on a sample basis. Any projection of the outcome of the evaluation of controls to 

future periods is subject to the risk that the controls may become inadequate because of changes in 

conditions, or that the degree of compliance with them may deteriorate. 
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CERTIFICATION OF AUDITOR INDEPENDENCE 

 

I confirm that, for the audit of the financial statements of the City of Holdfast Bay for the year ended 

30 June 2019, I have maintained my independence in accordance with the requirements of APES 110 – 

Code of Ethics for Professional Accountants, Section 290, published by the Accounting Professional and 

Ethical Standards Board, in accordance with the Local Government Act 1999 and the Local Government 

(Financial Management) Regulations 2011 made under that Act.  

This statement is prepared in accordance with the requirements of Regulation 22 (5) Local Government 

(Financial Management) Regulations 2011. 

 

 

 

G K Edwards 

Director 

BDO Audit (SA) Pty Ltd 

Adelaide, 24 October 2019
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INDEPENDENT AUDITOR’S REPORT 

TO THE PRINCIPAL MEMBER OF THE CITY OF HOLDFAST BAY 

 

Report on the Audit of the Financial Report 

Opinion  

We have audited the financial report of the City of Holdfast Bay (“the Council”), which comprises the 

statement of financial position as at 30 June 2019, the statement of profit and loss and other 

comprehensive income, the statement of changes in equity and the statement of cash flows for the 

year then ended, and notes to the financial report, including a summary of significant accounting 

policies, and the certification of the financial statements. 

In our opinion the financial report of the City of Holdfast Bay, presents fairly, in all material respects, 

the Council’s financial position as at 30 June 2019 and its financial performance for the year ended on 

that date in accordance with Australian Accounting Standards, the Local Government Act 1999, and the 

Local Government (Financial Management) Regulations 2011.  

Basis for opinion  

We conducted our audit in accordance with Australian Auditing Standards.  Our responsibilities under 

those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial 

Report section of our report.  We are independent of the Council in accordance with the Local 

Government Act 1999 and the ethical requirements of the Accounting Professional and Ethical 

Standards Board’s APES 110 Code of Ethics for Professional Accountants (the Code) that are relevant to 

our audit of the financial report in Australia.  We have also fulfilled our other ethical responsibilities in 

accordance with the Code. 

We confirm that the independence declaration required by the Local Government Act 1999, which has 

been given to the Council, would be in the same terms if given to the Council as at the time of this 

auditor’s report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 

for our opinion.  

Information Other than the Financial Report and Auditor’s Report Thereon 

Management is responsible for the other information. The other information obtained at the date of 

this auditor’s report is information included in the Annual Report, but does not include the financial 

report and our auditor’s report thereon. 

Our opinion on the financial report does not cover the other information and accordingly we do not 

express any form of assurance conclusion thereon. 

In connection with our audit of the financial report of the City of Holdfast Bay, our responsibility is to 

read the other information and, in doing so, consider whether the other information is materially 

inconsistent with the financial report or our knowledge obtained in the audit, or otherwise appears to 

be materially misstated. 

If, based on the work we have performed on the other information obtained prior to the date of this 

auditor’s report, we conclude that there is a material misstatement of this other information, we are 

required to report that fact. We have nothing to report in this regard.



 

 

Council’s responsibility for the Financial Report  

The Council’s officers are responsible for the preparation and fair presentation of the financial report 

in accordance with Australian Accounting Standards, the Local Government Act 1999 and the Local 

Government (Financial Management) Regulations 2011and for such internal control as the Council’s 

officers determine is necessary to enable the preparation and fair presentation of the financial report 

that is free from material misstatement, whether due to fraud or error.    

In preparing the financial report, the Council’s officers are responsible for assessing the Council’s 

ability to continue as a going concern, disclosing, as applicable, matters related to going concern and 

using the going concern basis of accounting unless the Council’s officers either intend to liquidate the 

Council or to cease operations, or has no realistic alternative but to do so.  

Auditor’s responsibilities for the audit of the Financial Report  

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free 

from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 

includes our opinion.  Reasonable assurance is a high level of assurance, but is not a guarantee that an 

audit conducted in accordance with the Australian Auditing Standards will always detect a material 

misstatement when it exists.  Misstatements can arise from fraud or error and are considered material 

if, individually or in the aggregate, they could reasonably be expected to influence the economic 

decisions of users taken on the basis of this financial report.  

A further description of our responsibilities for the audit of the financial report is located at the 

Auditing and Assurance Standards Board website (http://www.auasb.gov.au/Home.aspx) at: 

http://www.auasb.gov.au/auditors_files/ar3.pdf.  

This description forms part of our auditor’s report.  

 

 

BDO Audit (SA) Pty Ltd 

 

 

G K Edwards 

Director 

Adelaide, 24 October 2019 
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1.  PREAMBLE 
 
  1.1  Purpose 
 
    This policy covers the use of Corporate Credit Cards by City of Holdfast Bay staff. 
 
  1.2  Scope 
 
    This policy extends to City of Holdfast Bay Staff who have designated use of a 

Corporate Credit card, are responsible for authorising the issue or changing limits 
on Corporate Credit Cards, or who are responsible for Corporate Credit Card 
Administration. 

 
  1.3  Definitions 
 
    There are no specific definitions associated with this policy. 
 
  1.4  Strategic Reference 
 

    Culture: Being financially accountable 
 
 
2.  PRINCIPLES 
 
  Council and Alwyndor Aged Care Facility will each operate a Corporate Credit Card system 

which permits an appropriate level of cards to be issued to operational staff throughout 
the organisation. A Corporate Credit card can only be issued with approval of the 
responsible General Manager. Cards may be withdrawn at the discretion of the Chief 
Executive Officer. 

  
  The Corporate Cardholder must comply with the Corporate Credit Card Conditions of Use 

Agreement that is acknowledged prior to application.  This document details limits on 
usage and conditions relating to substantiation required to support credit card 
transactions.   

 
  2.1  Corporate Credit Card Approval and Limits 
  
    The expenditure limit for Corporate Credit Card use is up to a maximum of $3,000 

per month GST inclusive as approved by the relevant General Manager. Any 
changes to the expenditure limit approved for the cardholder up to $3,000 can be 
approved by the General Manager. Only the Chief Executive Officer is authorised 
to approve a higher monthly limit greater than $3,000 for an individual officer to 
address their specific operational requirements. Only the Mayor can approve the 
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issue or increase in limit of a Corporate Credit Card for the Chief Executive 
Officer. 

   
    Maximum transaction limits are defined in accordance with the Corporate Credit 

Card Conditions of Use Agreement and the Corporate Credit Card Procedure.  
 
  2.2  Finance Responsibilities 
 
    Only senior Finance staff are able to authorise card issues and limit changes with 

the bank on receipt of approval from the Cardholder’s General Manager, or if the 
required limit is over $3,000, the Chief Executive Officer. 

 
The Financial Accountant and Finance Manager Alwyndor each have overall 
responsibility for the maintenance, approval and support of documents relating 
to cards at Council and Alwyndor Aged Care respectively.   

 

Further, it is the responsibility of the Financial Accountant and Finance Manager 
Alwyndor to minimise the potential of operational risk by maintaining best 
practices in particular, adequate: 

 

 segregation of duties; 

 documentation of procedures; 

 systems and controls; 

 efficiency of operation; 
 

  Council and Alwyndor Finance staff shall keep a register of Corporate Cardholders 
showing card approval officer name, approval date, card limits, changes in detail 
information including change approval officer and approval date, termination 
date if applicable, and card cancellation date. 

 
  2.3  Cardholder Responsibilities 
 

Each Cardholder is expected to understand and adhere to this Policy, Corporate 
Credit Card Conditions of Use agreement, Corporate Credit Card Procedure, 
Entertainment Policy, delegations and authority limits.  In terms of purchasing 
within a business unit budget, it remains the responsibility of the 
Manager/General Manager to ensure compliance. 

 
Monthly Reconciliation of Transactions  

 The Cardholder shall reconcile and allocate transactions each month.  

 Copies of supporting documentation should be provided with these 
transactions. This would include a Tax Invoice for each transaction (or 
other proof of purchase if the transaction has been for a non taxable 
supply, including overseas purchases) and be of sufficient detail to 
substantiate the transaction. If an invoice or receipt or is not available, 
the Cardholder shall provide a statutory declaration for this transaction.  

 If food is purchased, a FBT Meal entertainment form should be 
completed and also attached to the transaction reconciliation. An 
exception for this would be food purchased for resale or for HACC and 
CHSP operational programs.  



 
CORPORATE CARD POLICY   

3 
 

The electronic version on the Intranet is the controlled version of this document. 
Printed copies are considered uncontrolled. Before using a printed copy, verify that it is the controlled version. 
 

 The allocated transactions must then be submitted for review and 
approval by either their General Manager or the Chief Executive Officer 
or, in the case of the Chief Executive Officer, the Mayor. 

 The Cardholder is responsible for completion of reconciliation and 
obtaining authorisation of their statement within 14 days of receiving 
their Corporate Credit Card statement. An extension to this may be 
granted by Finance when the Cardholder is on leave during this period. 

 
    Fraudulent Transactions 
    If a Cardholder detects fraudulent transactions on their statement, they must 

immediately call the bank on the phone number provided on their card to cancel 
the card and have a new card reissued and obtain a transaction dispute form to 
complete and forward to the bank for processing. They must notify Finance 
immediately of the fraudulent transactions and of the last 4 digits of the card 
number when it is reissued. 

 
     
    Staff who fail to comply with this Policy or the Corporate Credit Card Conditions 

of Use Agreement may have the card(s) withdrawn and be subject to disciplinary 
action.  

 
  2.5   Authorising Officers 
 
    Authorising Officers are as follows: 
   

Cardholder  Authorising Officer 

Chief Executive Officer  Mayor or Elected Member 

General Manager  Chief Executive Officer 

All Other Staff  General Manager 

 
  Authorising Officers are responsible for reviewing and approving all transactions 

on card reconciliations/allocations. 
 
3.  REFERENCES 
   
  Corporate Credit Card Conditions of Use Agreement 
  Corporate Credit Card Procedure 
  Entertainment Policy (pending adoption by Council) 
 
     



 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

Attachment 3 



Entity Project Period Ref Title Findings Risk Risk Rating Recommendation Management Response Due Date Person 
Responsible Status Update

City of Holdfast 
Bay

Asset Management Q1 2017 4 Lack of service 
standards and KPIs’ 
monitoring

Our audit found that currently there is no service standards determined for City Asset Team. The 
review and discussion of KPIs’ are not monitored and minuted in the team performance meeting. 
We also noted that there is no asset management KPI reporting arrangements.
As advised by the City Asset Team, the asset management system implementation was planned to 
introduce measures and service levels in a staged approach. The first stage concentrated on 
understanding the metrics to be measured, the purpose of the measures. It was expected that 
during the implementation of Stage 2 enough demand data would have been created to allow the 
development and structuring of relevant reports. Due to processes not being implemented and 
followed as envisaged, there is also a question over the quality of the data for monitoring purposes. 
There is some work required in analysing the reports to ascertain whether the deviation from the 
processes has or will impact on the setting of service standards e.g. customer enquiries being 
entered into the system as proactive work orders rather than a Customer Request.

- Lack of service standards and KPIs’ monitoring 
could result in noncompliance with internal policies 
and procedures 
- Strategic planning objective may not be met 
- KPIs not be sufficiently monitored to improve 
performance of Council’s City Asset Team.

Moderate We recommend that management develop Service Standards at all levels of assets.
We also recommend management add KPI data to the team performance meeting, and 
monitor any action items that are raised from the meeting. This will evidence all KPI’s are 
being reviewed and constantly monitored, and that the Council’s City Asset Team is 
operating at optimal effectiveness.
For a KPI to be meaningful, it should contain, at a minimum, these four components: 
objective, source, performance criteria, and action plan. 
We recommend that a regular monthly report, along with appropriate commentary, be 
sent to management to enable them to more effectively monitor asset management and 
ensure activities are aligned with legislation and Council strategies.

Service Standards at all levels of assets are being developed.
KPI  are being developed and team meetings will monitor the 
actions raised

31/12/2017 
Revised to 
June 2020

Rajiv Mouveri, 
Manager Assets & 
Facilities

In progress The assets have been organised into smaller groups 
in order to establish KPIs and set clear service 
standards. Condition asset team is now in place to 
monitor the performance of asset groups.

City of Holdfast 
Bay

Asset Management Q1 2017 5 Maintenance plans not 
developed for all asset 
classes 

Our audit found that there is no evidence of a formal maintenance plan developed and implemented 
for all assets. For example, the stormwater maintenance officers out on the ground know exactly 
what to do and where to go, but nothing is documented through a maintenance plan. As 
maintenance is not recorded, it is hard to know the current up-keep of the drains, pipes, etc. 
Currently only ad hoc and unplanned maintenance is performed.
We also noted that maintenance is not being considered, planned and communicated at 
construction stage of new assets. It is up to project manager to define what maintenance may 
required, however, those plans and costs are not being considered and recorded.

- Lack of maintenance plans could result in 
noncompliance with internal policies and 
procedures 
- Strategic planning objective may not be met 
- Improper operation within the ranges to optimise 
the asset life cycle
- Infrastructure not maintained timely and 
effectively, thereby posing a high/extreme safety 
risk to staff and the general public

High We recommend management develop and implement appropriate maintenance plan for 
all asset classes.
These plans could include:
- Street maintenance maintenance plan
- Buildings & facilities maintenance plan
- Park maintenance plan
- Beach maintenance plan
- Ecological asset maintenance plan
- Coastal asset maintenance plan
- Transport asset maintenance plan
- Fleet maintenance plan
- Waste asset maintenance plan
- Infrastructure maintenance plan
We also recommend management to carry out maintenance work in accordance with 
the Standards and Specifications.

Processess are now in place to develop appropriate 
maintenance plans.
The plans identified include:
- Street maintenance plan
- Buildings & facilities maintenance plan
- Park maintenance plan
- Beach maintenance plan
- Ecological asset maintenance plan
- Coastal asset maintenance plan
- Fleet maintenance plan
- Waste asset maintenance plan
- storm water Infrastructure maintenance plan

31/12/2017 
Revised to 
December 

2020

Rajiv Mouveri, 
Manager Assets & 
Facilities

In progress Maintenance Plans have been developed for street 
sweeping and open space assets. Current approach 
is to develop maintenance plan for all assets at a 
facility or place with multi-skilled work crews being 
able to complete a range of activities adopting a 
“whole service” model. Work crews will report 
completion of scheduled works based on “test points” 
allowing a full assessment of all scheduled work. 
Development of a draft Facilities Management Plan is 
also underway for Glenelg Oval, which will act as a 
test case for building assets. Following testing of the 
open space maintenance plans, work will begin on 
developing precinct based maintenance plans for 
streetscapes and street infrastructure.

City of Holdfast 
Bay

Procure to Pay 
Implementation

Q2 2017 10 Lack of customer 
charter and service 
levels

A “Customer Charter” defines and articulates to suppliers the commitments in regards to not only 
how CHB will conduct business, but more importantly the period within which CHB will guarantee 
the payment of accounts.  Internal service levels should then be based on this “Customer Charter”. 
The time limits in the internal service levels should be shorter than those articulated in the “Custome
Charter”. Council is establishing an environment where CHB constantly under promise and over 
delivery.  The internal service levels will need to be closely linked to the capacity to deliver, therefore 
these should be established as part of the efficiency improvements to the procurement processes. 
The Customer Charter should be based on a reasonable expectation to constantly deliver within the 
guaranteed timeframe.
Currently there is no clear performance standard for payment and receipting of goods.  Council’s 
general terms and conditions indicate a payment period of 30 days.  The payment period should be 
consistent with those articulated by each supplier in their invoice.  This change was implemented in 
the “Finance One” system, however there was no assessment regarding whether the current P2P 
process had the capability to support such a change.  Consequently, there is a number of payments
agreements that are not able to be met, particularly in relation to those payment terms of 7 days. 
There needs to be an understanding of the processes capacity to deliver before establishing and 
expectation with a supplier. The current “Terms and Conditions” located on the Council’s web page 
still indicates that the payment period is 30 days.

- Lack of customer charter and service levels could 
result in noncompliance with internal policies and 
procedures 
- Use of the incomplete or out-dated 
Contract/Purchase Terms and Conditions could 
exposes Council to additional risks including 
compromised insurances and reduced WH&S 
coverage.

Moderate No.5. Establish and articulate a “Customer Charter”.  This charter should be based on 
the principle of under promising and over delivering. 
No.6. Develop internal service levels, which amongst other things, addresses the 
processing and receipt of invoices.  These service levels should be established and 
updated as efficiency improvements are made to our procurement processes and should 
be align to the capacity to deliver. 
No.7. Establish a suite of measures based on the internal service levels and Customer 
Charter to measure the operational performance and corporate commitment. 
No.8. Establish internal policies and procedures with clear accountability measures linked
to the functional responsibilities of those with financial delegated authority. 
No.9. Incorporate procurement responsibilities, financial delegations, accountability, 
Council policy directions, and service levels in the induction program for all new 
managers to be conducted within a week of their commencement.

A Supplier Charter, outlining Council’s service levels, has been
endorsed by Council and has been mailed each of our 
Suppliers.  It has also been published on the Council website.  
Internal policies have been drafted that clearly outline roles 
and responsbilities and internal service levels, which will be 
approved and implemented with the system in Q4 2017.  The 
system is being configured to allow for reporting against the 
service levels.

The induction is being reviewed to incorporate delegations 
and outlining procurement accountability for Managers.

14/4/2017

Item 7 - 
Revised to 

30/6/20

iMelissa 
Kretschmer/Nicole 
Roberts , Team 
Leader Governance
Chris Kavanagh, 
Project Manager - 
Kate Pillay - 
Procurment/supply 
Management Officer.

In progress Recommendations 5,6, 8 and 9 have been 
completed.  The orgnaisation is currently undertaking 
a Customer Experience Strategy.  An key outcome of 
that strategy is the development of external and 
internal service measures and a reporting system to 
monitor them.  Recommendation 7 will be completed 
with the completion of this work.

City of Holdfast 
Bay

Procure to Pay 
Implementation

Q2 2017 12 Lack of KPI’s monitoring 
and reporting

The successful implementation changes to the P2P process will be heavily reliant on the 
development of appropriate service levels and associated performance measures.  
A one step approval process reliant on the Budget Manager to approve requisitions will create a 
potential constraint point, particularly if the system is locked down.  Consequently there needs to be 
in-house service levels for approving requisitions linked to an escalation process.  Although such 
service levels need to be established after consultation with business units, it should not exceed 
three days. In the electronic CI Anywhere environment this may be reduced significantly.
Clear reporting measure to ascertain the number and process time of requests within the system wi
need to be established. These should be aligned to efficiency targets and reflected in measures of 
success. 

- Lack of KPI’s monitoring and reporting could 
result in noncompliance with internal policies and 
procedures 
- Inappropriate or unauthorised spending 
undetected
- Strategic planning objective may not be met 
- KPIs not be sufficiently monitored to improve 
performance.

Moderate No.27. Establish clear reporting measures to ascertain the number and process time of 
requests within the system. These should be aligned to efficiency targets and reflected in 
measures of success. 

Internal service levels have been established in the draft 
internal policies.  These service levels and reporting are being 
built within the system to measure the efficiency and 
effectiveness of the end-to-end process.

31/8/2017

Revised to 
30/9/19

iMelissa 
Kretschmer/Nicole 
Roberts , Team 
Leader Governance
Chris Kavanagh, 
Project Manager - 
Kate Pillay - 
Procurment/supply 
Management Officer.

In progress Business analytics have been developed to measure 
the number of requests and the time taken to process 
them.  This will be formalised into a report for the 
Executive team to be tabled on a monthly basis. 

Alwyndor Aged 
Care

Payroll Process - 
Alwyndor

Q4 2017 17 Termination process Termination process is not fully formalised with the following findings identified:
- No exit checklist was applied including return of properties; and
- No exit interview was applied to permanent employees, therefore, not compliant with the relevant 
Alwyndor’s Exit Interview Policy & Procedure dated March 2016.
In absence of a termination policy, Alwyndor follows relevant requirements of the Alwyndor’s 
Enterprise Agreement (EA).  Although EA states the notice requirement and the employee's 
entitlement for payment; however, the following key areas are not included in the agreement:
- Termination payments are correct; 
- Alwyndor's assets, such as purchasing cards, all mobile devices and IT equipment are returned 
prior to termination; and
- Access to IT systems, such as BRS, are removed prior to termination.
Although there was no issue identified so far, there is a potential of incorrect termination payment, 
assets loss, and inappropriate access to IT systems by terminated employees.

- Incorrect payroll practice conducted by someone 
unfamiliar with the termination process may result 
in financial loss or breach of EA or legislation;
- Increased errors in process with no formalised 
and reviewed policies and procedures where there 
is a change of staff may result in financial loss or 
breach of EA or legislation; and
- Incorrect payment, assets loss, and inappropriate 
access due to lack of Termination Policy.

Low We recommend management:
- Formalise the standard termination process;
- Apply an exit checklist including return of properties, and remove of system access;
- Conduct exit interview as required by the Exit Interview Policy & Procedure; and
- Provide education and training to employees to ensure consistent implementation.

We are reviewing the current termination process and 
developing a new policy on terminations, which will include a 
process on exit interviews. 

30/06/2018 
Revised to 

31/12/19
Revised to 

30/04/20

Brett Capes - 
Alwyndor - Chief 
People and Culture  
Officer
Dan McCartney - 
Manager of People 
and Culture 

In progress A new Manager of People and Culture  commenced 
at Alwyndor in December 2019. The process is 
expected to be completed by April 2020.

Alwyndor Aged 
Care

Care Systems Post 
Implementation 

Q3 2018 26 Care systems controls The Care Systems do not have controls over tracking and monitoring the operators’ activities 
including the Administrators’ activities. There are risks of lack of audit trail, visibility into database 
activity and breach of data security. 
Care Systems currently has three Administrators and ten other users from the Finance Unit and the 
Customer Liaison Unit managed by the Chief Financial Officer (CFO) (for details refer to Appendix 
4), additionally, there are four external and default users with Administrators access to the system. 
Although the level of access is commensurate with the system users’ duties and suitable 
segregation exists for an operation of this size, the Care Systems do not record the operators’ 
names (or other identifier) in General Ledgers and there is no audit trail to trace who has made wha
changes in the system. 
The risks are heightened as there is no tracking or monitoring of the Care Systems Administrators’ 
activities, including external and default users. Administrators are the most powerful identities 
because they are required to access all sensitive financial and personal information and security 
functions in the system. Therefore, monitoring and controlling privileged user access is a necessary 
part of any reliable system security management.

- Lack of visibility into database activity;
 - Error and fraud can occur unnoticed;
 - Breach of data security; and
 - Reputational damage.

High We recommend management communicate with the Care Systems Technical Support 
to resolve the issues regarding no tracking and monitoring of the operators’ activities 
including the Administrators’ activities.

 - Log an enhancement request with Care Systems Technical 
Support to include operator details against all transactions.
 - As at the 27th August, Care Systems had advised that they 
were in the process of developing testing audit trail reports. 
Follow up with Care Systems on release date.

31/10/2018 
Revised to 

31/12/19
Revised to 

14/02/20

Alwyndor - CFO/ 
Finance Manager

In progress No progress from Caresystems however staff are 
entering their initials against transactions. 
Care Systems is installing an update in February 2020
with enhanced auditing functions. Alwyndor will test 
the new functions and provide feedback to Care 
Systems if the update does not address the control 
issues. 
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Item No:  8.2 
 
Subject:  2020‐21 BUDGET TIMETABLE AND DEVELOPMENT 
 
Date:  5 February 2020 
 
Written By:  Manager Finance 
 
General Manager:  Strategy and Business Services, Ms P Jackson  
 

 
SUMMARY   
 
The  2020‐21  budget  development,  timelines,  initial  assumptions  and  parameters  will  be 
presented to Council at a workshop on 4 February 2020. Pursuant to its term of reference, the 
Audit Committee has an opportunity to review the presentation providing comments to Council 
in relation to the commencement and planning of the draft 2020‐21 budget.    
 

 
RECOMMENDATION 
 
That  the  Audit  Committee  supports  the  2020‐21  budget  timetable,  development,  and  key 
parameters as identified in this report. 
 

 
COMMUNITY PLAN 
 
Culture: Being financially accountable 
 
COUNCIL POLICY 
 
Not Applicable. 
 
STATUTORY PROVISIONS 
 
Section 123 of the Local Government Act, 1999 (the Act). 
 
BACKGROUND 
 
The  first workshop on  the 2020‐21 Budget development and parameters  (excluding Alwyndor 
operations) will  be  on  4  February  2020.  The  Audit  Committee  has  an  opportunity  to  provide 
comments to Council on the presentation including budget framework, timelines and parameters. 
Further opportunities will arise for the Audit Committee to receive information on the detailed 
Draft Budget and Annual Business Plan progress (DB&ABP) at its meetings in April and June 2020.   
 
REPORT 
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Development of the Draft 2020–21 Budget 
 
The Draft 2020‐21 Budget and Annual Business Plan (DB&ABP) (excluding Alwyndor) process has 
commenced and is based on a number of initial timing considerations and parameters. The draft 
budget is informed by the existing Long term Financial Plan (LTFP).   
 
Budget and Annual Business Plan Timeline 
 
A Council workshop will be held on 4 February to receive an update on the development of the 
draft budget.  
 
The full presentation will be shown to the Audit Committee at this meeting.   However the key 
items are listed in this report. 
 
A number of  further meetings and workshops are scheduled to meet the requirements of  the 
budget timetable as follows: 
 
•  3  March:  Council  Workshop  –  first  draft  of  2020‐21  budget  including  capital  works 

program. 
 
•  26 March:  Alwyndor Budget signed off by Alwyndor Management Committee. 
 
•  7 April: Council Workshop – Second draft of budget including Alwyndor and Jetty Road 

Mainstreet. 
 
•  8 April (tbc): Audit Committee review DB&ABP. 
 
•  9  April:    Council  receives  Audit  Committee  recommendations  and  approves  draft 

DB&ABP for community consultation. 
 
•  21 April ‐ 14 May: Community consultation  
 
•  19 May: Council workshop to review consultation results. 
 
•  26 May: Council accept and note results of consultation. 
 
•  4 June (tbc): Audit Committee review updated DB&ABP. 
 
•  9 June: Council receives Audit Committee recommendations and endorse final 2020‐21 

Budget and Annual Business Plan. 
 
•  23 June: Council rate declaration. 
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The timetable allows for the Audit Committee to have further opportunities in April and June to: 
 
•  propose and provide information relevant to a review of Council’s Annual Business Plan; 

and 
•  review  and  provide  recommendations  to  Council  on  the  sustainability  of  Council 

financial performance and proposals. 
 
 
Key initial budget parameters as per the LTFP 
 
•  Deloitte Access Economics has forecast 2020‐21 Adelaide CPI at 1.6%. 
 
•  LTFP has used the Local Government Price Index (LGPI) – which is an additional 0.3% 

based on the last six years average as published by the University of Adelaide. 
 
•  The latest LGPI to September 2019 is 1.9%. 
 
•  Current  LTFP  has  provided  for  2.7%  rate  increase  comprising  forecast  LGPI  1.9% 

(Deloitte  forecast  1.6%  plus  .3%  LGPI)  plus  0.8%  to  cover  the  increase  in  the waste 
management levy. The levy has increased from $110 per tonne from July 2019 to $130 
per tonne from 1 January 2020. New development growth has been factored in at 0.5%. 

 
•  Local Government Price Index (LGPI) applied where applicable to revenue.     
 
•  The LTFP had provided for 2.5% average employment cost increase.  
 
•  Alwyndor budget to be self‐funding. The draft Alwyndor budget is to be presented at 

the Council workshop on 7 April 2020.   
 
•  Jetty Road Mainstreet budget – cost neutral with % rate increase yet to be determined.  
 
   
Other considerations 
 
•  Draft budget is being prepared using a “zero‐based” methodology. While LGPI is a guide, 

it  is not uniformly applied to expenditure. Budgets are drafted based on “base case” 
business requirements.  

   
•  Roads to Recovery Grant ($300,000) included being the second year of a 5 year program 

totaling $1.5m. 
   
•  Depreciation is based on existing asset valuations and where new assets are forecast to 

be  completed  additional  depreciation  and  maintenance  expenditure  has  been 
modelled.  

 
•  Proposed new initiatives are being assessed based on detailed business cases. 
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•  Capital  renewal  program  based  on  existing  Asset  Management  Plan  and  will  be 

presented to Council at the Council workshop on 3 March. 
 
•  Fees  and  charges  are  being  reviewed  and  assessed  in  accordance  with  a  user  pays 

principle, taking LGPI into account.   
 
Draft Budget Financial Performance and Position targets 
 
The draft budget (excluding Alwyndor) financial targets are as per the LTFP being: 
 
•  an operating surplus for Council’s municipal activities; 
 
•  a Net Financial Liabilities Ratio below the ceiling of 75% for Council municipal activities;  
 
 •  an interest cover ratio below a 5% ceiling. 
 
Long Term Financial Plan  
 
The  current  long  term  financial  plan  (LTFP)  has  been  reviewed  and  is  presented  to  the Audit 
Committee as part of this agenda.   
 
The  LTFP  shows  that  the main  financial  indicators  substantially  remain within  the  targets and 
thresholds until 2028 when additional capital renewal is required and the net financial liabilities 
ratio increases. 
 
Draft Annual Business Plan  
 
The Draft  2020–21 Annual  Business  Plan will  contain more  detailed  analysis  of  the  projected 
financial performance for the coming year including new strategic initiatives. The document will 
include Alwyndor operations and will be presented to the Audit Committee on 8 April 2020. 
 
 BUDGET 
 
The  cost  of  production  of  the  2020–21  Annual  Business  Plan  and  associated  community 
engagement will be met within the current budget. 
 
LIFE CYCLE COSTS 
 
This report does not have any direct full lifecycle cost implications. 
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Item No:  8.3 
 
Subject:   LONG TERM FINANCIAL PLAN REVIEW   
 
Date:  5 February 2020 
 
Written By:  Manager Finance 
 
General Manager:  Strategy and Business Services, Ms P Jackson   
 

 
SUMMARY   
 
The  Long  Term  Financial  Plan  (LTFP)  has  been  reviewed  and  updated  to  include  the  2019/20 
Annual  Business  Plan  and  2018/19  audited  financial  statements  and  budget  updates  to  30 
September  2019.  The  projections  in  the  LTFP  indicate  Council  remains  in  a  sound  financial 
position. 
 
The LTFP has also been informed by Asset Management Plans (AMP) and direction from Council 
with regard to Council’s commitment to financial sustainability. A number of assumptions have 
been reviewed in updating the plan and these are detailed in the report.    
 
The LTFP will be enhanced as part of the 2020/21 budget process to include major projects that 
have been identified to be undertaken over the next 10 years.  
 

 
RECOMMENDATION 
 
That  the Audit Committee advises Council  it  has  received and noted  the  revised Long Term 
Financial Plan. 
 

 
COMMUNITY PLAN 
 
Culture: Being financially accountable 
 
COUNCIL POLICY 
 
Not Applicable 
 
STATUTORY PROVISIONS 
 
Local Government Act 1999, Section 122 
Local Government (Financial Management) Regulations 2011, Regulation 5  
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BACKGROUND 
 
The  Act  requires  Council  to  review  its  LTFP  as  soon  as  practicable  after  adopting  the  annual 
business  plan.  The  LTFP was  reviewed  and  updated  to  include  the  2019/20  budget,  2018/19 
Annual Financial Statements and budget updates to 30 September 2019.       
 
The annual update has reviewed the existing LTFP assumptions, and has taken into consideration 
economic conditions and inflation, and used current available financial  information. It  is noted 
that the LTFP is not a static document and its purpose is to provide broad financial projections to 
assist in making key decisions.   
 
Alwyndor  Aged  Care  has  been  excluded  from  the  LTFP  as  it  is managed  as  a  financially  self‐ 
sustaining operation, however it will develop its own Long Term Financial Plan. 
 
REPORT 
 
Financial Principles and Targets     
 
Council’s key financial principles include the following: 
 
•  Delivering  a  balanced  budget  that  fully  funds  the  costs  of  its  services  including 

depreciation. 
•  Developing  sound  infrastructure  and  asset  management  planning  by  creating, 

enhancing and using long‐term infrastructure and asset management plans. 
•  Providing the community with a reasonable degree of predictability for rate over the 

medium term.  
 
Council’s key financial performance measures and targets include the flowing: 
 
•  Operating result as a percentage of rate revenue between 0% ‐ 10% over a rolling 5‐ 

year period. 
•  Net Financial Liabilities as a percentage of operating revenue less than 75%.  
•  Net interest expense as a percentage of operating revenue less than 5%. 
 
Revised underlying assumptions  
 
The existing LTFP assumptions have been reviewed including consideration of current economic 
conditions, inflation and other current financial information.    
 
Inflation Forecasts 
 
The  following  table provides  inflation  forecast  information.  It  lists  forecasts  for  the Consumer 
Price Index (CPI) and Local Government Price Index (LGPI).   The forecast CPI has been sourced 
from Deloitte Access Economics. The LGPI is published by the University of Adelaide and measures 
price movements faced by Councils in South Australia. The LGPI increase has been determined by 
averaging the last six years LGPI increase above CPI. The applied LGPI is the addition of the two 
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measures.  The  LGPI  has  been  used  in  the  LTFP  model  for  indexing  operating  expenditure 
(excluding employment costs) and income and capital expenditure.       
 

Year  CPI  LGPI Increase  LGPI 

2020/21  1.6%  0.3%  1.9% 

2021/22  2.0%  0.3%  2.3% 

2022/23  2.3%  0.3%  2.6% 

2023/24  2.2%  0.3%  2.5% 

2024/25  2.0%  0.3%  2.3% 

2025/26  1.9%  0.3%  2.2% 

2067/27  2.1%  0.3%  2.4% 

2027/28  2.3%  0.3%  2.6% 

2028/29  2.2%  0.3%  2.5% 

2029/30  2.2%  0.3%  2.5% 

 
Existing Forecasts  
 
•  Asset renewal/upgrades updated and are based on 3 year capital program and adopted 

Asset Management Plan. 
•  Base Case and New Strategic Projects modelled from 2019/20.  
•  LGPI General Rate Increase; 0.5% rate increase for new development. 
•  LGPI applied for other expenditure/revenue. 
•  2.5% employment costs with the Superannuation Guarantee rate forecast commencing 

at 9.5% for 2020/21 increasing to 12% by 2025/26.  
•  Provision for new initiatives ‐ $500,000 operating; $500,000 capital. 
•  Provision  for  election  costs  has  been  allowed  for  every  four  years,  commencing  at 

$340,000 in 2022/23. 
•  New Strategic Projects have been allowed for throughout the forecast period (including 

forecast grant funding) as follows: 
‐  Storm‐water upgrades $1m Council funding per year over 10 years (indexed). 
‐  Brighton Sporting Community Centre Stage 2 ‐ $5m fully funded by grants. 
‐  Glenelg Oval Masterplan ‐ $11.1m net. 
‐  Jetty Road Glenelg Masterplan ‐ $8.6m net. 
‐  Coast Park and Kingston Park Masterplan ‐ $1.3 m net. 
‐  Foreshore irrigation upgrade ‐ $331,000 over 3 years.  
‐  Glenelg Town Hall Restoration Stage 3 – conservation works $1.3m.      
‐  Caravan Park buildings upgrade – Stage 2 $1.38m.     

•  Additional depreciation provided for new and upgraded assets based on the average 
useful life of the class of asset.  

 
Rate Income 
 
Rate predictability is one of the key financial principles in the LTFP. The model has been updated 
to ensure at least a break‐even operating result in future years.  
 
 



4 
City of Holdfast Bay    AC Report No: 28/20 

 

 

Rate revenue increase 
 
A rate revenue increase based on the forecast LGPI is assumed reflecting Council’s direction to 
keep rate  increases as  low as practical. An additional 0.5% pa has been provided for property 
development growth as a result of increases to a property’s value, or new developments such as 
replacing an existing building. The annual increase in rate revenue excludes changes to the NRM 
Levy collected by Council on behalf of the Natural Resources Management Board.  
 
An additional $270,000 (0.8%) rate revenue has been factored in to provide for the increase in 
expected waste management costs associated with  the  increase  in  the solid waste  levy which 
increased from $110 per tonne from 1 July 2019 to $140 per tonne from 1 January 2020.   
 
Employment Costs 
 
Employment costs have been revised in accordance with current enterprise agreements (EA). The 
LTFP model has used 2.5% for the term of plan.    
 
Grants and subsidies 
 
Council receives a mixture of grant funding from the State Government to support its programs 
and activities.  Some grants, like the Financial Assistance Grants, are recurring and received every 
year.  These  are  assumed  to  increase  by  forecast  LGPI.  The  Roads  to  Recovery  (RTR)  Federal 
Government  program  has  been  extended  from  1  July  2019  to  30  June  2024  with  an  overall 
allocation of $1.49m. The LTFP has included this program.   
 
Remaining Assumptions 
 
Apart from the application of LGPI indexation the remaining key assumptions are unchanged from 
the existing LTFP and include: 
 
•  The 2019/20 capital works program will be completed by 30 June 2020. 
•  Asset  renewal  and  upgrades  are  based  on  the  latest  forecast  for  2020/21  and  the 

existing AMP information. 
•  No asset sales have been forecast. The property portfolio is reviewed regularly with the 

aim of improving utilization of facilities and reducing holding costs.  
•  Additional depreciation and maintenance costs are included for new assets, based on 

average useful lives and capital costs of the new assets.  
•  Cash and cash equivalents are modelled to include all investments and reserve funds, 

and  borrowings  and  cash  advance  debentures  are  only  provided  for  when  cash  is 
required.  

•  New borrowings have been forecast on a 20 year repayment basis at current long term 
LGFA  borrowing  rates  of  3.1%  for  new  loans  3.1%  and  2.95%  for  cash  advance 
debentures.  

•  Alwyndor Aged Care is assumed to operate with a break‐even forecast. Alwyndor will be 
preparing a LTFP as part of the 2020/21 budget process and the Audit Committee will 
be advised of the outcomes.  
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•  The SRWRA net‐gain equity  is based on Councils 15% share of  the SRWRA operating 
profit as forecast in the current adopted SRWRA LTFP. 

 
 
PROJECTIONS 
 
A  full  set  of  financial  forecast  details  (base  case  and  with  strategic  projects)  is  provided  for 
reference as per attachment.  

Refer Attachment 1 
 
The results have been charted and show projections for our key financial performance indicators 
over  the  10‐year  planning  horizon.    They  provides  a  measure  of  overall  financial  capacity  to 
respond to circumstances and undertake major new initiatives without adversely affecting the 
continued provision of services to our community. 
 
Operating Surplus/ratio 
 
In  broad  terms,  the  Operating  Surplus  is  the  difference  between  day‐to‐day  income  and 
expenditure for the period.   
 
Council’s income (or revenue) includes rate revenue, user charges, statutory charges, investment 
income and grants and subsidies of an operating nature from third parties.  Operating expenditure 
is expenditure incurred in the ordinary course of providing Council’s services, including a charge 
for depreciation of infrastructure and assets.  Depreciation reflects a portion of the capital cost or 
value of an asset used or consumed during the year and can be regarded as the cost of “wear and 
tear”. 
 
The 2020/21 forecast shows a marginal deficit, increasing in the short term as depreciation and 
maintenance costs increase for new capital projects.  
 
The Operating Ratio measures the Operating Surplus as a percentage of rate revenue. 
 
A positive ratio indicates the percentage of rates available to help fund current and future capital 
expenditure.  A negative ratio indicates the percentage increase in rate revenue that would have 
been required to achieve a break‐even operating result. 
 
Council has set an Operating Ratio target of between 0 and 10% over a rolling 5‐year period.  This 
recognises the impact of one‐off events that distort an annual ratio. After adjusting for one‐off 
operating grants for renewed assets, the operating ratio over a rolling 5‐year period commencing 
from 2014/15 to the current financial year has been 1% surplus. 
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Net Financial Liabilities 
 
Net Financial Liabilities is a measure of Council’s net debt — what Council owes others less what 
is owed to Council and is calculated as total liabilities less financial assets. 
 
It is a broader and more appropriate measure than just debt and recognises Council’s available 
financial  assets  (such  as  cash  and  investments)  and  other  liabilities  (including  employee 
entitlements and creditors). 
 
Net Financial Liabilities Ratio 
 
The Net Financial Liabilities Ratio indicates how significant Council’s Net Financial Liabilities are 
compared to income and indicates the extent to which Net Financial Liabilities could be met by 
revenue.  It is calculated by expressing Net Financial Liabilities as a percentage of revenue. 
 
A declining Net Financial Liabilities Ratio indicates that Council has a corresponding increase in 
capacity to service its financial obligations. 
 
Council has set a target to maintain a Net Financial Liabilities Ratio of not more than 75%.  This is 
analogous to a household with an annual income of $100,000 having a mortgage and credit card 
debt of $75,000. 
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This  chart  also  shows  a  peak  period  during  2019/20  due  to  funding  of major  capital  projects 
including Brighton Oval Sporting Complex and Jetty Road Glenelg Masterplan.    
 
Interest Cover Ratio 
 
The Interest Cover Ratio measures the portion of annual revenue required to meet Council’s net 
interest expenses. 
 
As with the Net Financial Liabilities Ratio, a declining Interest Cover Ratio indicates that Council 
has a corresponding increase in capacity to service its financial obligations.  This may be the result 
of declining Net Financial Liabilities and/or falling interest rates. 
 
A high Interest Cover Ratio indicates that Council has reduced flexibility to fund its services. 
 
Council has set a target to maintain an Interest Cover Ratio of not more than 5%.  This means that 
5 cents out of every $1 of revenue is used to pay net interest. 
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Asset Sustainability  
 
Asset Sustainability is expressed capital expenditure on renewal and replacement as a percentage 
of the optimal expenditure identified in Council’s Asset Management Plans. 
 
The AMP has provided  the  capital  renewal  expenditure  figures  and  therefore  this  percentage 
amount is 100%. 
 
What do the revised projections tell us? 

 
The revised financial projections contained in this overview are based on a variety of estimates 
and assumptions.  A modest change in one may have a material effect on the projections.  For 
example reducing the rate decrease from 2.5% to 2% will result in a reduced operating result over 
a number of years.  
 
The revised projections indicate that, based on current assumptions, Council remains within the 
target range for a balanced budget with a more favourable outlook over the mid‐term.   
 
The LTFP assumes a ‘no change’ policy (ie a continuation of existing services and programs).  As 
Council responds to changing community expectations, it will make decisions to change services 
and invest in new and improved infrastructure, such as community facilities, that will be funded 
from the projected strong financial capacity. 
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This can be achieved by:   
 
•  Continually reviewing and enhancing services to our community; 
•  continue to invest in renewal and replacement of our assets and infrastructure to ensure 

they meet the service needs in the most cost‐effective manner; 
•  taking advantage of opportunities and respond to emerging issues; and 
•  using additional borrowings to fund new or upgraded assets. 
 
As with all projections, the view can change as underlying circumstances change.  For this reason, 
Council will closely monitor its strategic and financial planning outlook. 
 
Financial Strategies 

 
The revision of the LTFP enables Council to reinforce its financial strategies to: 
•  maintain long‐term financial sustainability 
•  build  and  maintain  adequate  financial  capacity  to  fund  its  services  including  the 

flexibility to respond to changing needs and circumstances 
 
The financial strategies to maintain long‐term financial sustainability include:  
•  using the LTFP in key decision making, 
•  continually improving and enhancing Asset Management Plans, 
•  continue to improve the model underpinning the LTFP, 
•  regularly review the LTFP, 
•  reduce the reliance on rate revenue, 
•  continually improving financial management practices, and 
•  measuring and reporting performance against targets.  
 
Chief Executive Officer Comment 
 
It  is  a  requirement  under  the  Act  that  a  review  of  the  LTFP  include  a  report  from  the  Chief 
Executive Officer on the sustainability of Council’s long term financial performance. The following 
comments from the CEO have been provided in this regard. 
 
The LTFP has been revised and updated to include the 2019/20 Annual Business Plan and 2018/19 
Financial Statements. It has also taken into account budget updates to 30 September 2019. As 
indicated within this report the LTFP is a modelling tool that needs to be reviewed and monitored 
to assist in financial forecasting and decision making.          
 
A  number  of  assumptions  have  been  revised  including  forecasting  the  level  of  rate  increase 
(excluding  new  development  growth)  at  1.9%  forecast  LGPI  plus  0.8%  for  additional  waste 
management levy and thereafter at LGPI. The indexation for other expenditure and revenue is 
forecast at LGPI. The revised LTFP indicates that Council is sustainable with the Operating Ratio 
target of between 0 and 10% over a rolling 5‐year period being met.  
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The LTFP also indicates that the Net Financial Liabilities Ratio (NFLR) will remain below the Council 
agreed threshold of 75%.  The LTFP and NFLR indicate that the current forecast level of borrowings 
is  sustainable  over  the mid‐term  and  that  from  2020/21  Council  has  the  capacity  to  borrow 
additional funds for new major projects and remain under the threshold.   
 
Council continually reviews and enhances its services to the community. Future decisions will also 
be made to invest in new and improved infrastructure and community facilities and the LTFP will 
assist in this regard. The revised LTFP indicates that Council is in a strong financial position with a 
sustainable outlook and has the financial capacity to fund future capital projects as they arise.  
 
BUDGET 
 
The LTFP informs the budget and is used as a tool in financial decisions making 
  
LIFE CYCLE COSTS 
 
This report does not have any direct full life cycle cost implications. 
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