






 

 
 

AUDIT COMMITTEE 
ACTION ITEMS 

As at 10 February 2021  
 

Meeting Agenda Item Action Required Responsibility Estimated 
Completion Date Current Status 

 

 Page 1 of 1 
 
      

17 October 2018 6.4 Brighton Oval Redevelopment 
Review 

Review Council report template to include a 
section on risk implications. 

GM 
Strategy & Business 

Services 

March 2021 New Council report template drafted, 
consultation undertaken and templates 
being finalised to be tabled in March 2021 
meeting. 

19 June 2019 6.1 Standing Items Review of Financial Policies and Procedures 
(Action from the Control Track Assessment) 

Manager, Finance March 2021 Draft Assets and Rating Policy and 
Entertainment Policy to be tabled at the 
meeting of March 2021. 

19 June 2019 6.1 Standing Items Disaster Recovery Plan, including IT Function, 
to be reviewed and brought back to the 
Committee (Action from the Control Track 
Assessment) 

GM 
Strategy & Business 

Services 

March 2021 Disaster Recovery Plan will be reviewed and 
tabled at the March 2021 meeting. 

7 October 2020 7.2 Asset Management Plan (AMP) 
Review 

Record risk within organisational risk process 
and report. 

GM 
Strategy & Business 

Services 

June 2021 Update to be tabled at March 2021 
meeting. 

16 December 2020 9.1 CONFIDENTIAL – Internal Audit – 
Cyber Security Report 

Progress from recommendations to be 
monitored at each meeting via the Standing 
Items Report. 

GM 
Strategy and Business  

Services 

October 2021 
 

Update to be tabled at February 2021 
meeting. 

16 December 2020 7.1 Standing Items Develop framework for Governance 
relationship between Alywndor, Audit 
Committee and Council. 

 
CEO 

 
March 2021 

 
To be tabled at March 2021 meeting. 
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Item No: 7.1 
 
Subject: STANDING ITEMS – FEBRUARY 2021  
 
Date: 10 February 2021 
 
Written By: Manager Financial Services  
 
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 
 
1. 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 and Membership 
 
RETAIN IN CONFIDENCE - Section 91(7) Order 
 
2. having considered Agenda Item 7.1 Standing Items – February 2021 in confidence 

under Section 90(2) and (3)(e) of the Local Government Act 1999, the Audit 
Committee, pursuant to section 91(7) of that Act orders that Attachment 2  be retained 
in confidence for a period of 24 months and that the Chief Executive Officer is 
authorised to release the documents prior to that time if and when all parties to the 
contract have provided their consent. 

 
 
COMMUNITY PLAN 
 
Culture: Enabling high performance  
Culture: Being financially accountable 
Culture: Supporting excellent, efficient operations 
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COUNCIL POLICY 
 
Not applicable 
 
STATUTORY PROVISIONS 
 
Local Government Act 1999, Sections 41 and 126 
Public Interest Disclosure Act 2018 
 
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.  
 
The half yearly financial report to 31 December 2020 is scheduled to be presented to Council on 
9 February 2021. 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 16 December 2020.  
 
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 16 December 2020.  
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External Audit  
 
Council’s new external auditor Dean Newbery & Partners has prepared their 2020/21 audit plan 
for Council’s municipal operations and it is attached for  the Audit Committee’s consideration. 
The Alwyndor audit plan is currently being prepared and will be presented at the next Audit 
Committee meeting.    

         Refer Attachment 1 
 
Internal Audit  
 
As part of the internal audit program the following audits are scheduled to be conducted by 
Galpins in 2020/21: 
 
• Workforce Planning (Quarter 2) 
• Stakeholder Management (Quarter 2) 
• Asset Management – Short-term (To be confirmed) 
• Financial Controls (Quarter 4) 
 
The Workforce Planning and Stakeholder Management audits are currently underway, and 
findings are expected to be tabled with the Committee during Quarter 3. 
 
Cyber Security Audit 
 
In accordance with the Audit Committee’s recommendation a progress report on the required 
actions from the cyber security internal audit is attached for the Committee’s information and 
consideration. 
 
A ‘traffic light’ rating has been added to each item with the following definitions: 

o Green – on target 
o Amber – needs ongoing monitoring 
o Red – close monitoring required 

           Refer Attachment 2 
 
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 16 December 2020.  
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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 16 December 2020.  
 
Council Recommendations 
 
At its meeting on 27 January 2021 Council received the minutes and endorsed the 
recommendations of the meeting of the Audit Committee held on 16 December 2020.  
 
2021 Meeting Schedule and Membership 
 
The term of Sam Spadavecchia on Council’s Audit Committee expired on 20 January 2021. Mr 
Spadavecchia  provided long and valuable service to the Audit Committee over six years however, 
in the interests of good governance expressions of interest were called for the position and Mr 
Spadavecchia was eligible to apply. Interviews for the position were held on 11 December 2020 
and at its meeting on 27 January 2021, Council appointed Mr David Powell for a three (3) year 
term.   
 
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 were 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 the remainder of 2021:   
 
• Wednesday 17 March 2021 
• Wednesday 2 June 2021 
• Wednesday 6 October 2021. 
 
BUDGET 
 
This report does not have any budget implications.  
 
LIFE CYCLE COSTS 
 
This report does not have any full life cycle costs implications.  



 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

Attachment 1 
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Disclaimer
This document is for the exclusive use of the person/organisation named on the front of this document (City of Holdfast Bay). This document must not be relied upon by any person/organisation who is not the Recipient. Dean Newbery & Partners
Chartered Accountants does not take responsibility for any loss, damage or injury caused by use, misuse or misinterpretation of the information in this document by any person who is not the Recipient. This document may not be reproduced in whole or in
part without permission.

Liability limited by a scheme approved under Professional Standards Legislation



Foreword

29 January 2021

Cr. John Smedley
Chair, Audit Committee
City of Holdfast Bay
PO Box 19
BRIGHTON  SA  5048

Dear Cr. Smedley

We thank you for the opportunity to present our Audit Plan for the City of Holdfast Bay (the Council) for the financial year ending 30 June 2021. This is the first year of our engagement as the 
Council’s newly appointed external auditor and our audit plan has been set based on our initial meetings held with Management in December 2020 along with our existing knowledge of the 
sector.

Our audit plan is subject to continual review and update as new information and matters arise during the course of the audit and accordingly, the plan will continue to evolve throughout the 
financial year. Our processes and approach to the audit will continuously be considered and update where required to address any changes to the operating environment, identified risks and 
findings identified from work completed. 

Our Audit Plan is tailored specifically to the Council and places a high emphasis on continual engagement with the Audit Committee throughout the course of the financial year to ensure all audit 
matters and findings are communicated on a timely basis. 

I look forward to meeting and working with Council’s Audit Committee and should you require any further information, please feel free to contact me on the details provided within.

Yours sincerely
DEAN NEWBERY & PARTNERS

Samantha Creten
Partner

3
Liability limited by a scheme approved under Professional Standards Legislation
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Samantha Creten is the Lead Audit Partner assigned to lead the audit team assembled for the engagement. Samantha is highly experienced Local Government Audit Partner who has over 25
years’ experience auditing the sector.

Assisting Samantha, John Jovicevic has been nominated as the Field Audit Partner and another key contact on the engagement team. John has over 15 years’ Local Government audit
experience and together with Samantha, both Partners will be actively involved in the audit of the Council and a key point of reference for any queries or matters as/when they arise.

Samantha and John are committed to ensuring that a high quality audit service is provided to the Council throughout the term of the engagement.

Lead Audit Partner

Samantha Creten Phone: 8267 4777

Email: sam@deannewbery.com.au

Field Audit Partner

John Jovicevic Phone: 8267 4777

Email: john@deannewbery.com.au

Senior Auditor

Whitney Sandow Phone: 8267 4777

Email: whitneysandow@deannewbery.com.au

Key Engagement Team Contact Details

Main Office Address: 214 Melbourne Street

North Adelaide  SA  5006

Postal Address: PO Box 755

North Adelaide  SA  5006

Phone: 08 8267 4777

Fax: 08 8239 0895

Office Main Email: admin@deannewbery.com.au

Billing Enquiries: accounts@deannewbery.com.au

Website: www.deannewbery.com.au

DNP Key Contact Information

mailto:sam@deannewbery.com.au
mailto:john@deannewbery.com.au
mailto:whitneysandow@deannewbery.com.au
mailto:admin@deannewbery.com.au
mailto:accounts@deannewbery.com.au
http://www.deannewbery.com.au/
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Purpose of this Document

This documents provides an overview of the planned scope and timing of the audit of the financial statements for the City of Holdfast Bay (the Council) for the financial year ending 30 June 2021.

Audit Objectives

The objective of the audit process is to undertake the necessary work that will enable us to form an opinion as to whether:

• the financial report is prepared, in all material respects, in accordance with the Australian Auditing Standards and the Local Government Act 1999 (the Act) and applicable Regulations; and,

• controls exercised by the Council in relation to the receipts, expenditure and investment of moneys, the acquisition and disposal of property and the incurring of liabilities are sufficient to
provide assurance that the financial transactions of the council have been conducted properly and in accordance with law. The opinion is to be based on the criteria established in the Better
Practice Model – Financial Internal Control issued by the Local Government Association of South Australia.

The financial statements are to be prepared in accordance with the requirement of the Model Financial Statements as required by the Local Government (Financial Management) Regulations 2011. All audit
procedures have been designed to be carried out by our audit staff to provide us with reasonable assurance that the financial report, as a whole, is free from material misstatement.

Entities included in the Scope of the Audit

The scope of the audit extends only to the Council. Council also has the following subsidiary entities which are equity accounted into the Council’s financial statements of which they are an equitable
member of:

• Alwyndor Aged Care

Per the requirements under the Act, each subsidiary is required to be independently audited. The audited financial statements of each subsidiary entity is consolidated into the Council’s financial
statements.

Scope of the Audit

The scope of the engagement, per Section 129 of the Act includes the audit of the following:

• Council’s financial statements for the financial year which is to be prepared in accordance with the requirements under the Act.
• Audit of the controls exercised by Council in relation to the receipt, expenditure and investment of money, the acquisition and disposal of property and the incurring of liabilities.
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Audit Approach

We follow a risk-based approach to audit planning that reflects our overall assessment of the relevant risks that apply to the Council. This ensures that our audit focuses on the areas of highest risk.

Our unique approach to audit planning is based on undertaking the following:

• Discussions with Management and members of the Audit Committee
• Our understanding of the sector and its key priorities and risks
• Review of the corporate strategies and plans – in particular, those required by the Act
• Review of the corporate risk register, documented internal control framework and policies/procedures of the Council
• Consideration of work completed of other consultants and/or inspection bodies relevant to the operations of the Council

In undertaking the above tasks, we aim to achieve the following outcomes:

• Gain an understanding of the Council’s business operations that are being audited to gain an understanding of the key risks, the operating environment and economic challenges
• Assess the risk of material misstatement
• Assess the internal controls operating aimed to mitigate the risks of material misstatement occurring
• Determine what reliance the Council may have on external consultants to assist with providing information, technical services or assistance in the operations of the Council’s services and their

impact/reliance on information to be included in the financial statements
• Develop an audit plan that has appropriately designed procedures to obtain the necessary evidence to form an audit opinion
• Provide Management Reports to the Council that include constructive feedback and recommendations on areas where system improvements in business systems should be considered
• Implement a communication strategy that ensures effective and timely communication of audit matters as well as any identified improvements in business systems.
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Outline of Our Audit Approach

Planning Phase
Interim Audit 

Phase            

Balance Date 
Audit Phase 

Communication 
Phase

Communication Phase

Summarise Audit Findings Reporting to Client Formation of Opinion Completion Procedures 

Balance Date Audit Phase

Substantive Testing Procedures Review of Draft Financial Statements Obtain External Confirmations Conduct Audit Exit Meeting

Interim Audit Phase

Perform Test of Controls Substantive Testing Procedures Control Walkthroughs Reassess Audit Risks Interim Management Report 

Planning Phase

Obtain understanding of Entity Consultation with Stakeholders Perform Analytical Review Conclude Risk Assessment
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Outline of Our Audit Approach

Conducting the Audit

After the completion of the Planning Phase of our audit, our area of focus then turns to the Interim and Balance Date audit phases of the cycle where we begin to undertake the field work component of our
audit program. During these phases, substantive testing, analytical reviews and test of controls are undertaken. Based on our assessed areas of risk of material misstatement, we design our audit procedures
accordingly to enable us to test the design and effectiveness of those internal controls operating in the areas of risk identified for testing.

Proposed Audit Methodology – Internal Control Review

Plan

• Identify key personnel involved in process

• Obtain understanding of Controls

Diagnose

• Perform test of controls

• Observe controls in operation

• Identify gaps and/or weaknesses

Evaluate

• Identify opportunities for system improvements

• Develop tailored recommendations to address findings from Diagnosis tasks completed

• Consult draft findings and recommendations with Management

Report

• Prepare Management Report summarising all findings and recommendations

• Attend a meeting of the Audit Committee to present Management Report
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Audit planning involves a series of assessments that are conducted in phases designed to gain a thorough understanding and knowledge of the entity’s operations, identification of inherent risks and further
development of the planned audit approach.

Gaining an Understanding of the Entity and Inherent Risks

As part of the audit planning undertaken, we undertake research and document the nature of business operations, industry factors, regulatory environment, financial reporting framework, the ICT
environment, proposed capital works program, major projects, legislative obligations, critical accounting policies and procedures, the Administration’s available resources and their assessed level of
expertise.

Engagement with the Administration and those charged with governance (including the Audit Committee) will be undertaken to ensure a detailed level of research can be undertaken as needed to
formulate the audit plan.

Analytical Review – Planning

Procedures undertaken during this phase will enable us to gain an understanding of the nature of account balances, classes of transactions, business cycles and the financial reporting framework. Our
analytical procedures include an analysis of the Long Term Financial Plan, budget and considering assessments of budget variations, performance against budget and the factoring of any specific events or
projects being undertaken within the relevant year.

During this phase, work undertaken will enable us to identify the existence of unusual transactions or events that need to be investigated due to the increased risk of material misstatement.

Audit Approach

The completion of the above procedures will enable us to obtain a sufficient understanding of the entity that will formulate the audit approach to be undertaken. Our audit approach on account balances or
classes of transactions will be a controls/risk based approach, substantive approach or a combination of both.

The next phase of the audit process will commence once we have identified all the inherent risks based on our understanding of the entity.

Consideration of Fraud

Our audit is not designed nor intended to detect whether there is any fraudulent activity occurring however, should we become aware of it, we will ensure to report any matters. As part of our audit
procedures, we make enquiries of management and those charged with governance to identify any instances of known or suspected fraud.

As part of considering fraud, we also consider the risk of management overrides of controls.
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Materiality

Auditors use materiality to assist with making a judgement of the amount of work needed to be performed on specific balances and to evaluate the effect of misstatements on the financial report. In
considering what could potentially be deemed as material, our audit considers factors which may influence the decisions of intended users and accordingly, both quantitative and qualitative matters are
taken into consideration.

Materiality is therefore considered in the context of its potential impact on the decisions of intended users of the financial report if financial information individually or in aggregate was misstated, omitted
and/or not disclosed. Materiality is initially calculated at the commencement of the engagement during the planning stage and subsequently, reassessed as additional information is obtained during the
audit process up until the time of issuing the audit opinion.

As is part of our communication strategy, we will communicate to you any material and, potentially non-material matters that may have other business improvement or governance related benefits, during
the course of the audit engagement when matters arise through our audit management reports issued.

Internal Controls

A key component to the audit work we undertake is gaining an understanding of the internal controls in operation within the business that is relevant to assisting us with our risk assessment procedures. In
testing the effectiveness of controls, we gather evidence by employing the following techniques:

• Inspection of systems
• Observation of control operating
• Inquire of control operations results
• Recalculation and/or re-performance of control

The objective of the test of controls is to achieve the following key objectives:

• To obtain evidence as to whether controls operated as intended
• To determine whether internal controls operated effectively throughout the period

Should we become aware of any significant deficiencies or consider there to be areas where controls could be further strengthened/improved, we will communicate these matters to the Audit Committee
and Management.

External Confirmations

To assist with the gathering of audit evidence necessary to complete the audit, we will be sending the following confirmation requests:

• External bank confirmations for all bank accounts, loans and products (including credit cards)
• Solicitor’s representation letter
• Local Government Finance Authority (LGFA) balance confirmations
• External Asset Valuation (where applicable)
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Our Management Letters/Reports are issued at the conclusion of each audit attendance and we will ensure to provide comments and findings as a result of testing completed on key matters reviewed. Our
approach is for our Management Letters/Reports to provide only constructive feedback to any audit findings as required by Australian Auditing Standards.

All Management Letters/Reports will be provided as draft reports to the Administration for their review and comment prior to issuing a final version.

All audit correspondence will be issued using DNP standard templates.

All Management Letters are to be addressed to the Mayor of the Council with copies of correspondence issued to the Chair of the Audit Committee and the Chief Executive Officer.



Internal Controls

12

Our audit procedures aim to review controls relevant to the audit of the Council. We evaluate the key accounting systems and internal financial controls to determine whether these are operating as
intended and adequately prevent material misstatement in the financial statements. The systems we review and the nature of work we perform will be based on the initial risk assessment undertaken.

Our audit procedures and areas subject to review will continually evolve as we become aware of changes to the operating environment and/or events that impact on the business operations of the Council.

As part of the external audit scope, S.129 of the Local Government Act 1999 requires that the auditor provides an opinion on the internal controls relating to the following areas:

the controls exercised by the council during the relevant financial year in relation to the receipt, expenditure and investment of money, the acquisition and disposal of property and the incurring of
liabilities.

S.19 of the Local Government (Financial Management) Regulations 2011 requires that:

In forming an audit opinion for a council under section 129(3)(b) of the Act, the auditor must assess the internal controls of the council referred to in section 129(1)(b) of the Act based on the criteria
in the Better Practice Model – Internal Financial Controls.

An assessment of the core controls has been undertaken to determine the critical controls to be tested for the purpose of issuing an internal controls opinion for the financial year which have been
summarised below:

Business Cycle Control Activities Better Practice Model 
Controls to be Tested

Strategic Planning Budgeting, General Ledger and Statutory Reporting 20

Assets Petty Cash, Banking, Debtors, Inventory, Prepayments, Fixed Assets, Project Costing and Loans 39

Liabilities Accounts Payable, Accrued Expenses, Borrowings, Employee Entitlements and Taxation 22

Revenue Rates & Rebates, Grants, Fees for Services and Receipting 26

Expenses Purchasing & Procurement, Payroll, Elected Member Payments, Credit Cards and Employee Reimbursements 33

External Services Contracting 6

Financial Governance Governance 3

Total 149
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Our audit timetable has been formulated based on information obtained from Management along with our existing knowledge of the level of work required to be undertaken to form the audit opinions
required by the Local Government Act 1999.

A summary of our stages of the audit program and expected milestones has been summarised below. Should there be any changes to the expected timetable below, this will be communicated with
Management and the Audit Committee.

Audit Stage Expected Timing of Works 

Audit Planning:
• Initial Meeting with Management
• Formulate Audit Plan
• Present Audit Plan to Audit Committee
• Planning Meeting with Management

December 2020 – February 2021

Interim Audit:
• Finalise planning for year
• Test of controls
• Sample substantive testing
• Issue Risk Response Questionnaires

March - April 2021

Interim Management Report:
• Issue Interim Management Report to Audit 

Committee

May 2021

Balance Date Audit Confirmation:
• Issue Balance Date confirmation letter
• Issue confirmation letters and templates

June 2021

Balance Date Audit:
• Perform Balance Date Audit for financial year
• Audit of grants and acquittals

September 2021

Audit Completion:
• Issue Balance Date Completion Report to Audit 

Committee
• Meet with Audit Committee
• Issue Audit Reports and acquittals 

October 2021
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DNP applies a risked based approach to the audit of the Council and the Audit Plan continually evolves to account for any new information or changes to the business operations of the environment we are
auditing.

Based on our existing knowledge of the Council and the Local Government sector, we have identified the areas of concern we think present the risk to potential material misstatements in the financial
report. Our audit procedures are designed to focus our testing and review of controls on these assessed risk areas.

Throughout the engagement, we will continue to monitor and assess our risk assessment to ensure that we factor in any additional testing necessary to consider additional risk areas deemed required to be
included in our audit testing.

We have highlighted below the risks we have identified along with our planned approach to respond to those risks as part of the audit work we plan to undertake.

Description of Identified Risk 

Management override of internal controls. This is a risk that is a required presumption 
under the Australian Auditing Standards.

Risk of fraud associated with revenue recognition. Risks include the following:

- Revenue recorded in incorrect period

- Fictitious revenue recorded

This is a risk that is a required presumption under the Australian Auditing Standards.

High reliance on external consultants for assistance and support on asset management

business operations and valuations.

Correct recording and disclosure of capital works and site repairs and maintenance works

– classification between capital and operating expenses correctly identified and

recorded.

Recognition and measurement of asset applying the valuation method under AASB 13

and AASB 116.

Material nature and high volume of transactions recorded surrounding Council

expenditure on employee costs, materials, contracts and other expenses. This includes

the method of procurement and that it is in line with the adopted policies and

procedures of Council.

Planned Audit Procedures

Obtain representations pertaining to adopted accounting policies and key judgements 

applied to estimates and valuations.

Hold discussions with key Management personnel and/or Audit Committee Members 

involved in the management and oversight of risks.

Detailed sample transaction testing.

Review and observation of controls in operation to assess whether controls are operating 

effectively as intended throughout the period. 

Correct recording and disclosure of capital works – classification between capital works 

and repairs and maintenance.

Conduct site visit of external operations centres (i.e. library, council offices, depot, 

transfer station, etc.) to review business operation, controls in existence and where 

applicable, confirm/verify asset existence and condition. 

Obtain audited financial statements of subsidiary entities.
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Item No: 7.2 
 
Subject:  LONG TERM FINANCIAL PLAN REVIEW   
 
Date: 10 February 2021 
 
Written By: Manager Financial Services  
 
General Manager: Strategy and Business Services, Ms P Jackson   
 
 
SUMMARY  
 
The Long Term Financial Plan (LTFP) has been reviewed and updated to include the 2020/21 
Annual Business Plan and 2019/20 audited financial statements and budget updates to 30 
September 2020. The projections in the LTFP indicate Council remains in a sound financial 
position. 
 
The LTFP has also been informed by the latest 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 2021/22 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 2020/21 budget, 2019/20 
Annual Financial Statements and budget updates to 30 September 2020.       
 
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. A separate report will be prepared for this committee covering the 
Alwyndor 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 Adelaide 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 
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determined by averaging the last six years LGPI increase above CPI. The applied LGPI is the 
addition of the two 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 
2021/22 0.8% 0.3% 1.1% 
2022/23 1.6% 0.3% 1.9% 
2023/24 2.2% 0.3% 2.5% 
2024/25 2.3% 0.3% 2.6% 
2025/26 2.2% 0.3% 2.5% 
2027/27 2.2% 0.3% 2.5% 
2027/28 2.3% 0.3% 2.6% 
2028/29 2.5% 0.3% 2.8% 
2029/30 2.3% 0.3% 2.6% 
2030/31 2.3% 0.3% 2.6% 

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

Asset Management Plan. 
• Provision for new initiatives - $500,000 operating; $500,000 capital. 
• Base Case and New Strategic Projects modelled from 2021/22.  
• Base Case includes storm-water upgrades as per adopted Asset Management Plan 

($10.8m net over 9 years), and Brighton Caravan Park Stage 2 upgrade ($3.4m total over 
three years from 2020/21).  

• New Strategic Projects have been allowed for throughout the forecast period (including 
forecast grant funding) as follows: 
- Glenelg Oval Masterplan - $11.1m net. 
- Jetty Road Glenelg Masterplan - $8.6m net. 
- Coast Park and Kingston Park Masterplan - $.3 m net. 

• LGPI General Rate Increase; 0.5% rate increase for new development. 
• LGPI applied for other expenditure/revenue. 
• 2% employment costs with the Superannuation Guarantee rate forecast commencing at 

9.5% for 2020/21 increasing to 12% by 2025/26.  
• Provision for election costs has been allowed for every four years, commencing at 

$226,000 in 2022/23. 
• Additional depreciation and maintenance costs 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.  
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Rate revenue increase 
 
The rate revenue increase is based on the forecast LGPI 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 Regional Landscape 
Levy collected by Council on behalf of the Landscape Boards via the Landscape Administration 
Fund.  
 
Employment Costs 
 
Employment costs have been revised in accordance with current enterprise agreements (EA). The 
LTFP model has used 2% 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 2020/21 capital works program will be completed by 30 June 2021. 
• Asset renewal and upgrades are based on the latest forecast for 2021/22 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 2.95% for new loans and 2.2% 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 2021/22 budget process and the Audit Committee will 
be advised of the outcomes.  

• The SRWRA net-gain equity is based on Councils 15% share of the SRWRA operating 
profit as forecast in the current adopted SRWRA LTFP. 
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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 2021/22 forecast shows a marginal deficit, returning to surplus in subsequent years.  
 
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 2015/16 to the current financial year is a 2.7% 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). 
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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 2029/30 due to funding of major capital projects 
including Glenelg Oval Masterplan 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. 
 

              
 

 
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%. 
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What do the revised projections tell us? 
 
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. 
 
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. 
 
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 increasing the rate increase annually by 0.5% will result in an improved ongoing 
operating result and long-term sustainability as indicated in the charts below. 
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Other options to meet long term financial sustainability and ratio thresholds is to reduce 
operating expenditure and/or revise the current net financial liabilities ceiling above 75%.  
 
As with all projections, the view can change as underlying circumstances change.  For example 
during 2020 the additional modelling was done in response to the impact of COVID-19.  With this 
in mind, Council will continue to 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. 
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The LTFP has been revised and updated to include the 2020/21 Annual Business Plan and 2019/20 
Financial Statements. It has also taken into account budget updates to 30 September 2020. 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 1.1% forecast 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.  
 
The LTFP also indicates that the Net Financial Liabilities Ratio (NFLR) including provisions for major 
projects will remain below the Council agreed threshold of 75% until 2028. The LTFP and NFLR 
indicate that the current forecast level of borrowings is sustainable over the mid-term and that 
from 2021/22 Council has the capacity to borrow additional funds for new major projects. 
Strategies to increase revenue and/or reduce operating expenditure will ensure that the NFLR will 
remain under the threshold in the long-term.   
 
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. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

Attachment 1 
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Item No: 7.3 
 
Subject: 2021-22 BUDGET TIMETABLE AND DEVELOPMENT 
 
Date: 10 February 2021 
 
Written By: Manager Financial Services 
 
General Manager: Strategy and Business Services, Ms P Jackson  
 
 
SUMMARY  
 
The 2021-22 budget development, timelines, initial assumptions and parameters will be 
presented to Council at a workshop on 16 February 2021. 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 2021-22 budget timetable and development 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 2021-22 Budget development and parameters (excluding Alwyndor 
operations) will be on 16 February 2021. The Audit Committee has an opportunity to provide 
comments to Council on the 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 March and June 2021.   
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REPORT 
 
Development of the Draft 2021–22 Budget 
 
The Draft 2021-22 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) which is submitted to this 
committee as part of this agenda.   
 
Budget and Annual Business Plan Timeline 
 
The first Council budget workshop will be held on 16 February to receive information on the 
development of the draft budget and the Audit Committees advice to Council on the updated 
LTFP.  
 
A number of further workshops and meetings are scheduled to meet the requirements of the 
budget timetable as follows: 
 
• 16 February: Council Workshop – 2021-22 draft budget development including capital 

works program and LTFP update including audit committee advice. 
 
• 16 March: Council Workshop – Second draft of budget including update on Alwyndor 

and Jetty Road Mainstreet budget development. 
 
• 17 March (tbc): Audit Committee review DB&ABP. 
 
• 23 March:  Council receives Audit Committee recommendations and approves draft 

DB&ABP for community consultation. 
 
• 14 April - 11 May (notional dates): Community consultation  
 
• 18 May: Council workshop to review consultation results. 
 
• 25 May: Council accept and note results of consultation. 
 
• 2 June (tbc): Audit Committee review updated DB&ABP. 
 
• 8 June: Council receives Audit Committee recommendations and endorse final 2021-22 

Budget and Annual Business Plan. 
 
• 22 June: Council rate declaration. 
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The timetable allows for the Audit Committee to have further opportunities in March 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 0.8%. 
 
• 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 Adelaide CPI to September 2020 is 1%. 
 
• Current LTFP base case has provided for 1.1% rate increase comprising forecast LGPI  

(Deloitte forecast 0.8% plus 0.3% LGPI). 
 
• New property 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% average employment cost increase.  
 
• Alwyndor budget to be self-funding with the draft budget to be presented at a Council 

workshop.   
 
• 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 third 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 the latest Asset Management Plan and will be 
presented to Council at a Council workshop. 

 
• 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) current 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. 
 
Draft Annual Business Plan  
 
The Draft 2021–22 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 distributed to the Audit Committee in March 2021. 
 
BUDGET 
 
The cost of production of the 2021–22 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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