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Purpose
To present for adoption by Council the updated Long Term Financial Plan (LTFP).
Background
Council is required to adopt a LTFP covering a period of at least 10 years, along with Asset
Management Plans, both of which from part of Council’s suite of Strategic Management
Plans (SMPs).
The Local Government Act 1999 requires a Council’s SMPs to address:
•
•
•

the sustainability of the Council’s financial performance and position;
the maintenance, replacement or development needs for infrastructure within its area;
and
identification of any anticipated or predicted changes that will have a significant effect
upon the costs of the Council’s activities/operations.

Council is required to review its LTFP annually, as soon as practicable after the adoption of its
Annual Business Plan. Council approved the last version of the LTFP on 12 September 2016
(Item 176.1). This was produced to enable Council to consider the longer term impact of
decisions made and assumptions used in the preparation of the Annual Budget and Business
Plan.
Council approved the Annual Budget and Business Plan on 13 June 2017 (Item 110.3). This
LTFP takes account of the actual results for 2016-17 and the 2017-18 adopted budget.
LTFP Assumptions
CPI/LGPI

•
•

•
•
Rates

•

•
•
•

The Local Government Price Index (LGPI) has increased by
2.1% for the year to 31st March 2017. This is the highest it has
been since June 2014.
The Consumer Price Index (CPI) for Adelaide increased to
2.0% in March 2017 and subsequently fell to 1.6% in June 2017.
Adelaide has the lowest inflation of all Australian capital cities
with ranges from 1.8% to 2.2%.
CPI Forecasts vary but for the Country as a whole they are
expected to increase from 1.9% to 2.2% in 2020.
The financial model assumes a CPI rate of 2.0% throughout
the 10 year period assuming Adelaide’s CPI remains slightly
lower than the other capital cities.
Growth in the number of ratable properties is estimated to
increase by 2% per annum throughout the life of the plan
which is consistent with the growth estimate of the 30 Year
Plan for Greater Adelaide.
Council has delivered underlying operating surpluses since
2014/15 which enables Council to invest in new capital
projects without increasing debt significantly.
These new investments can be achieved with only small
increases in rates.
The rate increases included in this plan are consistent with the
previous plan being 2.5% in 2018/19.
Thereafter it is
anticipated there will be no real increases in rates i.e.
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and

Reimbursement
Other income
Salaries

User

•
•

and

•
•

Non-salary costs

•

Salaries and Non-salary
Costs

•

•
Key Projects

•

Depreciation/capex

•

Interest rates

•

•

increases will be limited to CPI. (Assumed to be 2.0% in this
model).
Charges are assumed to increase by 1% growth plus CPI of
2.0% per annum.
Grant income is assumed to increase by 0.5% growth plus CPI
of 2.0% per annum.
Are assumed to increase by 1.0% growth plus CPI of 2.0% per
annum.
The salary increase for Year 2 is 2.5% which reflects the current
Enterprise Bargaining Agreements (EBA’s). After this period,
the plan assumes salary increases of 2.5% per annum
reflecting 2.0% CPI plus 0.5% growth in costs resulting from
providing services to a higher population.
The non-salary costs are assumed to increase by 2.5% per
annum representing 2.0% CPI plus 0.5% growth.
In addition there is an increase in 2018/19 of $425k and a
further increase of approximately $300k to take into account
the increased operating costs associated with the
investments in the Riverfront Strategy and the Linear Park.
These increases are split evenly between salary and nonsalary costs.
Key Projects are assumed to increase by 4.0% per annum
which reflects 2.0% growth plus CPI of 2.0%.
Depreciation charge is forecast to increase steadily from 2.5%
per annum in Year 2 to 3.1% in Year 10 reflecting revaluations
of the assets plus investments in new infrastructure.
Interest received on deposits has been calculated at 2%
being the current interest rate the Council receives on
deposits placed with the Local Government Finance
Authority (LGFA).
Interest on loans is calculated at 4.25% which is higher than
current rates, as there are several long term loans taken out
several years ago when interest rates were higher than
current levels.

Statement of Comprehensive Income
The current and next ten years Statement of Comprehensive Income is shown in Attachment
1, including a graph of the Normalised Operating Result in Attachment 2.
The next four years are summarised below:
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Rural City of Murray Bridge
Statement of Comprehensive income
Rates
Other
Total Operating income
Expenses
Employee costs
Depreciation
Other expenses

Operating surplus

$000's

2017/18

2018/19

2019/20

2020/21

15,269
6,892
13,920
36,081

15,865
7,020
13,207
36,091

16,288
7,198
13,576
37,062

16,747
7,370
13,981
38,098

-1,509

1,809

2,203

2,572

23,611
10,961
34,572

24,685
13,215
37,900

25,683
13,582
39,264

26,720
13,950
40,670

The operating result for 2017-18 is a deficit of $1,509k which reflects an underlying surplus of
$300k taking into account the timing of the receipt of the Financial Assistance Grant Income.
The operating surplus increases to $1,809k in 2018-19, the last year of the term of the current
Council and to $5,622k in 2025-26.
The result reflects an extremely robust statement of financial sustainability driven from the
underlying operating result in 2016-17 which has been achieved through sound financial
management and improved efficiency and performance in the provision of all services and
asset management plans.
The operating surplus increases throughout the 10 year period of the plan which arises from a
lower increase in costs than rates income achieved through generating further cost savings
and efficiencies.
Statement of Financial Position
The Statement of Financial Position is shown in Attachment 3.
The net assets of the Council are forecast to increase from $275.9m at June 2017 to $381.2m in
June 2027.
The cash position is shown on the Statement of Financial Position and is made up of 3 elements
– cash, current liabilities (due within one year) and non-current liabilities (due after one year).
A graph of the net funding position is shown in Attachment 4.
The next four year’s balances are shown below:
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Rural City of Murray Bridge
Net Funding Position
Year ending 30 June

2017/18

2018/19

$000's

2019/20

2020/21

6,234

6,359

6,486

6,616

Short Term Borrowings

(1,114)

(1,136)

(1,159)

(1,182)

Long Term Borrowings

(8,050)

(7,924)

(7,881)

(7,841)

Net Funding Position

(2,930)

(2,702)

(2,554)

(2,407)

Cash and Cash equivalents

The cash balance at the end of 2017-18 is forecast to be $6,234k, and is forecast to increase
steadily year on year until it reaches $7,450k in 2026-27. The improvements mainly reflect
increases in restricted cash balances arising from the accommodation bond deposits
received at Lerwin. The non-restricted cash will be kept to a minimum to enable borrowings to
be paid off sooner.
The net funding position at the end of 2017-18 is forecast to be net borrowings of $2,930k. This
improves steadily in subsequent years principally due to the increasing operating surplus only
partially offset by investment in the capital enhancement program. In 2026-27 the Net Funding
position is forecast to improve to net borrowings of only $1,324k.
Council should note that this much improved financial position is achievable whilst, continuing
to invest over $1.5m per annum (increasing) on Key Projects, satisfying an Asset Sustainability
Ratio of 100% and making significant investments in the Capital Enhancement Program.
Capital Investment
The ASR is shown in Attachment 5. An ASR of 100% is forecast to be achieved from 2018-19
onwards ensuring that assets are being replaced at the same rate as they are wearing out
and confirming Council’s long term financial sustainability.
The Capital Enhancement Program is shown in Attachment 6. The new investment amounts
are $4.6m in 2017-18. The program continues at around $4m per annum until 2021/22 then
steadily increases to $8.1m by 2026/27. The plan assumes securing grant income of between
$0.8m and $2.3m per annum the majority of which relates to potential grants associated with
the Riverfront Strategy Projects.
Council should note that a significant number of Council’s strategies can be achieved
including the Riverfront Trail, Town Entrance Enhancements, Playgrounds, Toilets and
enhancement of roads and footpaths. Most significantly however, the plan allows for an
investment in the Riverfront Strategy of $30.3m (escalated) which is a high proportion of the
$38m included in the Riverfront Strategy proposal.
Financial Indicators
The key financial indicators required to be reported by Councils are the:
•
•
•

Asset sustainability ratio (ASR)
Operating surplus ratio
Net financial liabilities ratio

These are shown in Attachment 7 and they demonstrate an improving financial performance
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throughout the 10 year period of the plan.
The ASR is at 100% throughout the life of the plan.
The Operating Surplus Ratio increases from 5% in 2018/19 to 11% in 2026/27, which generates
the major part of the increased funding of the capital enhancement program.
The Net Financial Liabilities Ratio increases slightly to 32% in 2019/20 but then reduces year by
year to reach 27% in 2026-27 and remains at a conservative level throughout the period of the
plan.
The ratios for the next four years are shown below and are significantly better than Council or
LGA guidelines.
Rural City of Murray Bridge
Financial Indicators
Year ending 30 June

2017/18

2018/19

2019/20

2020/21

Council Target

LGA Target

Underlying operating surplus ratio

0.8%

4.8%

5.6%

6.3%

> 0%

0% --> 10%

Net Financial Liabilities Ratio

29%

31%

32%

31%

0% --->75%

0% --->100%

Asset sustainability Ratio

96%

100%

100%

100%

90% ---> 120%

90% ---> 100%

Sensitivity Analysis
This is a plan at a point in time. It is a dynamic document that recognises changes to Council’s
economic environment, and plans will be regularly reviewed and updated.
The ASR, Net Financial Liabilities Ratio and Operating Surplus Ratio as a percentage of income
is shown in Attachment 7. The operating result, capital spend and net funding position are
shown in Attachment 8.
In 2026-27 the following ratios apply:
ASR - 100%
NFL - 27%
Operating Surplus - 11%
Sensitivity 1
Increase in interest rates from 4.25% to 6.5% p.a. refer to Attachment 9.
In 2026-27 the following ratios apply:
ASR – 100%
NFL – 31%
Operating Surplus – 10.6%
Council’s financial performance will not be impacted to any significant amount as a result of
increased interest rates, as Council’s NFL is well within conservative levels.
The impact of increased interest rates means that extra cash is required to furnish the interest
on the debt as opposed to paying off the principal, therefore the NFL ratio in 2025-26 increases
from 27% to 31%. In this scenario net debt is not trending downwards, i.e. debt is not reducing
but this could be achieved by a slight reduction in the capital enhancement program.
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Sensitivity 2
Low growth – reduction of 0.5% p.a..
In 2026-27 the following ratios apply:
ASR – 100%
NFL – 44%
Operating Surplus – 7.8%
The financial performance of the Council is impacted fairly significantly by the rate of growth
in population and businesses and therefore the income it receives from rates.
If growth is 0.5% less than the base case a healthy operating ratio of 7.8% is still achieved and
the ASR remains at 100%. However, the NFL ratio increases to 44% and is not on a reducing
trend.
In order to ensure the NFL ratio is on a reducing trend, the Capital Enhancement Program
would need to be reduced by $13.3m over the 10 year period. (Refer to Attachment 10).
Whilst low growth does have a material impact on the Long Term Financial Plan, it does not
represent a significant risk to Council’s financial sustainability, it would however lead to a delay
in the Capital Enhancement Program.
Sensitivity 3
Increased CPI/LGPI.
If CPI were to increase by more than the 1.5% included in this plan, and therefore costs and
income increase uniformly at the higher rate, than the operating result and resulting cash
positions will improve against the base forecast. (Refer to Attachment 11).
Proposal
That Council notes the long term financial sustainability of the Council’s LTFP including
sensitivity analysis and adopts the LTFP.
Legislative Requirements
The Local Government Act 1999 requires each Council to develop and adopt a Long Term
Financial Plan (LTFP) covering at least 10 years, along with an Infrastructure and Asset
Management Plan (I&AMP).
Council Policy
Financial Sustainability Policy
Financial Implications
Regularly updating and reviewing LTFP’s enables Council to make short term decisions
consistent with its long term strategy. The LTFP has been updated based on the 2017-18
adopted budget which reflects the financial management improvements achieved to date
as well as the operating efficiencies which have been secured. This has resulted in an
improved operating surplus forecast rising to $2,572k ($2.6m) in 2020/21.
Risk
Regularly reviewing and updating the LTFP, reduces the risk of unforeseen outcomes resulting
from short term decisions.
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WHS
Not applicable.
Asset Management
Asset Management Plans are regularly updated and have previously been adopted by
Council.
Implementation Strategy
The LTFP will be considered during the process of adopting the 2016-17 Annual Business Plan
and Budget.
Communication Strategy
The LTFP will appear on Council’s website.
Strategic Plan
Goal 3 - Dynamic Economy
3.1 - Identity
Recommendation
1. That item number 152.3 on Council agenda of 11 September 2017 be received.
2. That Council adopt the revised Long Term Financial Plan.
Attachments
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.

Attachment 1 - LTFP - Statement of Comprehensive Income (819226)
Attachment 2 - LTFP - Normalised Operating Result
Attachment 3 - LTFP - Statement of Financial Position
Attachment 4 - LTFP - Net Funding Position
Attachment 5 - LTFP - Asset Sustainability Ratio
Attachment 6 - LTFP - Capital Enhancement Program
Attachment 7 - LTFP - Net Financial Indicators
Attachment 8 - Results
Attachment 9 - Sensitivity 1
Attachment 10 - Sensitivity 2
Attachment 11 - Sensitivity 3

Attachment
Attachment
Attachment
Attachment
Attachment
Attachment
Attachment
Attachment
Attachment
Attachment
Attachment

Council Resolution
Cr Weinmann moved
1. That item number 152.3 on Council agenda of 11 September 2017 be received.
2. That Council adopt the revised Long Term Financial Plan.
Seconded by Cr Wilson and CARRIED Unanimously
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