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The Local Government Act requires councils to 
have strategic management plans which must 
address: 

• the sustainability of its financial performance 
and position; 

• the maintenance, replacement or 
development needs for infrastructure; 

• proposals with respect to debt levels; and 

• Identification of any anticipated or 
predicted changes that will have a 
significant effect upon the costs of Council’s 
activities or operations. 

Council’s primary planning document is its 
Community Plan Councils Our Place 2030 
Strategic Plan adopted in 2017 which 
articulates the future directions and priority 
actions of the City with a horizon of 2030.  

The Long Term Financial Plan is the primary 
financial management tool linking to Council’s 
Community Plan. It expresses Council’s activities 
over a 10 year planning horizon in financial 
terms coinciding with the Asset Management 
plan time horizon and provides guidance to 
formulate Council’s annual business plans and 
budgets. 

The Long Term Financial Plan is informed by 
Council’s Asset Management Plans which 

provide projections for maintenance, renewal 
and replacement of Council’s assets and 
infrastructure such as roads, footpaths, drains 
and coastal reserves up to the period ended 
2030/31. 

Council has adopted a long planning horizon 
for its Asset Management Plan and Long Term 
Financial Plan to reflect the significance of its 
asset management needs (i.e. maintenance, 
renewal and replacement). Local government 
is highly asset intensive. As at 30 June 2020, 
the City of Holdfast Bay had assets valued 
in excess of $720 million — compared with 
annual operating revenue of $70 million. 
Council’s assets predominately have long 
lives with significant life-cycle maintenance 
and renewal costs, often lumpy in timing. It is 
important to be able to look ahead as far as 
practicable to provide sufficient lead time to 
respond to future needs and adjust strategies 
when required. 

Council owns and operates the Alwyndor 
Aged Care facility in Hove, however it is 
excluded from this LTFP because it is managed 
as a self-sustaining operation with all its 
funding sourced from residents, government 
funding under aged care arrangements and 
its investments. Alwyndor does not rely on 
funding from Council’s rate revenue however 
Council does have ultimate responsibility for its 
operation.

FRAMEWORK 
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The City of Holdfast Bay is committed to the principles of financial sustainability and 
Council has adopted the following definition of financial sustainability: 

Council’s long-term financial performance and position is sustainable where planned long-
term service and infrastructure levels and standards are met without unplanned increases 
in rates or disruptive cuts to services. 

 
Our commitment to financial sustainability means that we will adopt prudent financial governance 
policies and practices to ensure continued cost-effective delivery of services to our community over the 
long term. This comprises three elements: 
Program sustainability – ensuring the maintenance of our high priority programs including the 
renewal and replacement of infrastructure 
Rate stability – ensuring a reasonable degree of stability and predictability in the overall rate burden 
Intergenerational equity – ensuring a fair sharing in the distribution of resources and attendant 
financial burden between current and future users of our services and infrastructure 

FINANCIAL SUSTAINABILITY

FINANCIAL PRINCIPLES 
 
To support our commitment to financial sustainability, Council applies the following key financial principles 
in its financial planning: 
 
Balanced Budget 
Council aims to fully fund the cost of its services, including depreciation of its infrastructure and assets (i.e. 
wear and tear), to ensure an equitable sharing between current and future users. Insufficient funding shifts 
the cost burden of today’s services on to future users in the form of higher rates or reduced services. 
 
Sound Infrastructure and Asset Management 
Council aims to maintain its infrastructure and assets to the requisite standard to ensure continued delivery 
of services to agreed standards. This involves developing and using long term infrastructure and asset 
management plans to manage Council’s asset portfolio efficiently and the continued investment in its 
renewal and replacement as our asset stock wears out. 
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FINANCIAL PRINCIPLES cont.

Rate Predictability 
Council aims to provide its community with a reasonable degree of predictability for rates over the 
medium term. It is important that ratepayers are fully informed about rates and the corresponding 
services provided. 

Funding 
Council aims to ensure the financial burden on our ratepayers is kept as low as practicable by 
increasing funding from other sources and the prudent use of borrowings when appropriate and 
affordable. 
 
Financial performance measures 
Council measures its performance in achieving its financial principles through a suite of key financial 
indicators: 

Principle Indicator Target
Balance budget - to fully 
fund the cost of services 

Operating Result 

Operating Revenue less Operating 

Expenditure including depreciation 

Operating Ratio 

Operating Result as a percentage of 
rate revenue 

 
 
 
0—10% over a rolling 5‐year 
period

Rate predictability Annual rate revenue increase In accordance with LGPI  
(excluding NRM Levy and new 
development growth)

Funding – prudent use of 

borrowings 

Net Financial Liabilities

Total liabilities less Financial 

Assets (i.e. what we owe others less 
what we are owed) 

Net Financial Liabilities Ratio 

Net Financial Liabilities as a 
percentage of Operating Revenue 

Interest Cover Ratio 

Net interest expense as a 
percentage of Operating 

Revenue 

 
 
≤ 75% 
 
 
≤ 5%
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KEY INFLUENCES 

Council provides a wide range of services and programs to its community. These are shaped by a 
variety of influences including legislative obligations and community expectations. 

 

Our Place 2030 Strategic Plan 

Councils Our Place 2030 Strategic Plan adopted in 2017 articulates the future directions and priority 
actions of the City with a horizon of 2030. It includes the following strategic objectives: 

 

Community 

• Building a healthy, active and resilient community 

• Celebrating culture and diversity 

• Providing welcoming, accessible facilities 

• Fostering an engaged, contributing community 

 Environment 

• Protecting biodiversity 

• Building an environmentally resilient city 

• Using resources efficiently 

• Fostering an environmentally connected community 

 Economy 

• Supporting and growing local business 

• Making it easier to do business 

• Harnessing emerging technology 

• Boosting our visitor economy 

 Placemaking 

• Creating vibrant and safe places 

• Developing walkable, connected neighbourhoods 

• Building character and celebrating history 

• Housing a diverse population 

Culture 

• Providing customer‐centred services 

• Being financially accountable 

• Enabling high performance 

• Supporting excellent, efficient operations 
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KEY INFLUENCES cont. 

Economic environment 

The economic outlook has a significant effect 
on our community, ratepayers and Council. 
Confidence in the economy drives demand, 
investment and employment. 

The main challenge for all levels of government 
is ensuring their financial positions are 
sustainable. This includes the appropriate 
allocation of infrastructure. Council’s long term 
financial plan is based on sound principles of 
financial sustainability including a comprehensive 
long term asset management plan. 

Local demographic and statistical indicators 

Residents of Holdfast Bay are, on most 
measures, comparatively affluent with above 
average household incomes and are arguably 
less exposed to economic downturns. 

Information provided by the Australian Bureau 
of Statistics from the 2016 Census supports 
this conclusion. The Holdfast Bay data shows 
a number of major variances to the greater 
Adelaide area as below; 

• Higher median age of persons 46 
compared to 39 greater Adelaide. 

• Higher median weekly family income $1,973 
compared to $1,265 greater Adelaide. 

• Higher median mortgage monthly repayment 
$1,772 compared to $1,517 greater 
Adelaide. 

• Higher proportion of fully owned homes 
35.8% compared to 30.7% greater 
Adelaide. 

Infrastructure and asset management 

As at 30 June 2020, Council owns infrastructure 
and assets valued at $720 million comprising 
the following broad categories: 

• Land $359m 

• Buildings & Structures  $96m 

• Stormwater drains $39m    

• Roads, laneways, footpaths and bridges 
$177m 

• Parks and Reserves, Coastal assets $40m 

• Plant, equipment, furniture & Fittings $8m 

• Library Lending Materials $0.8m 

Consistent with the principles of financial 
sustainability, Council is committed to ensuring 
its infrastructure and assets remain relevant to the 
current and future needs of the community. In 
addition to ongoing repairs and maintenance, 
it also includes review of service needs, asset 
conditions and community expectations. 

In addition to ongoing repairs and maintenance, 
it also includes review of service needs, asset 
conditions and community expectations. 

The basis used to determine when an asset is 
due to be renewed or replaced is when the 
physical condition rating and remaining useful 
life of the asset is such that it indicates that 
the asset requires substantial maintenance or 
restoration and that the residual life of the asset 
is negligible. The cost to renew of replace the 
asset is determined by its current replacement 
cost. 

The annual depreciation rate for an asset 
is based on the total useful life at the asset. 
When assets are revalued the accumulated 
depreciation is recalculated based on the 
remaining useful life of the asset. There is 
therefore a direct link between depreciation and 
the renewal or replacement of assets.
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External funding sources 

Councils 2020/21 budget indicates a significant 
reliance (75%) on rate revenue. Council is 
seeking to reduce this rate burden by increasing 
its revenue from other sources, such as rent from 
commercial leases, off‐street carparks, Brighton 
Caravan Park and higher grant funding from 
Commonwealth and State Governments. Some 
council services are specifically provided to 
individuals and a user charge is appropriate. 
This is even more important in cases where 
individuals from outside the council area use the 
services. Maintaining and improving appropriate 
user charges and lease revenue while seeking 
opportunities for new grants and subsidies will 
relieve the overall rate burden. 

Service reviews 

Council monitors and assesses its services to 
ensure that they continue to meet the evolving 
needs of its community and provides value for 
money. 

ASSUMPTIONS 
Council’s financial projections over the long 
term planning horizon are not meant to be a 
prediction of financial position or performance 
but rather an indication of direction and financial 
capacity. Projections are shaped by a variety of 
underlying and dynamic assumptions. 

Some of the key assumptions underpinning 
Council’s Long Term Financial Plan are as 
follows: 

Base Case - Continued provision of existing 
services at current standards  

Council’s base case assumes that Council 
continues to provide existing services at current 
standards. Base case projections assume no 
material changes to services or investment in 
new or upgraded assets other than what is 
already resolved and planned. The base case 
doesn’t predict any broad changes in direction 
in response to community demand or emerging 
developments. 

 

This assumption is an acknowledged unrealistic 
given that Council typically changes its services 
in response to a variety of influences, and invests 
in new and upgraded assets — collectively 
referred to as “new initiatives”. The nature of 
these new initiatives over the long term planning 
horizon is unknown. However for the purpose of 
providing an indication of base case projections, 
a scenario is developed that assumes new 
initiative expenditure of $1,000,000 per 
annum and apportioned $500,000 new and 
upgraded capital and $500,000 operating 
expenditure. 

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 measures. The LGPI 
has been used in the LTFP model for indexing 
operating expenditure (excluding employment 
costs) and income and capital expenditure.       

KEY INFLUENCES cont. 
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ASSUMPTIONS 

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. Property 
development growth comprises improvements 
that increase 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 

Employment Costs 

Employment costs have been revised in 
accordance with current enterprise agreements 
(EA) The LTFP model has used 2% for the term 
of the plan. The Superannuation Guarantee rate 
has been forecast to commence at 9.5% for 
2021/22 increasing to 12% by 2025/26.

Funding and borrowings 

Cash and cash equivalents are modelled to 
include all investments and reserve funds, and 
borrowings are only provided for when cash is 
required. 

Council’s treasury management policy stipulates 
borrowing and investment direction. Existing 
borrowings are a mixture of short and long-term 
loans designed to manage liquidity and interest 
rate risk. Existing borrowings are with the Local 
Government Finance Authority (LGFA), being the 
preferred financial institution, guaranteed by the 
South Australian Government. The four major 
banks being Commonwealth, ANZ, NAB or 
Westpac may also be considered when placing 
new borrowings. 

Investments are placed with the LGFA, SA or 
Commonwealth Government Bonds or the four 
major banks after considering investment returns 
and transaction costs. 

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. Loans due 
for roll-over are forecast for their remaining loan 
terms. 

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.

Asset renewal and replacement 

Projections include renewal and replacement as 
forecast in the 3 year forward capital renewal 
program and asset management plans. 

Asset New and upgrade – Strategic Projects  

The following major strategic projects have 
been included for new and upgraded capital 
investment. A number of the projects are subject 
to grant funding. The LTFP has included both the 
gross amount of the project and the proposed 
grant funding. 

• 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.
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ASSUMPTIONS cont. 

Additional depreciation expense has been 
determined for the gross amount of new and 
upgraded assets based on the average useful 
life of the class of asset.

Asset sales 

Council reviews its extensive property portfolio 
regularly with the aim of improving utilisation, 
upgrading community facilities and reducing 
ongoing holding and maintenance costs. In 
some cases, this will result in the disposal of 
under-utilised properties with the proceeds 
re-invested into new or upgraded community 
facilities. 

PROJECTIONS 
The results have been charted and show 
projections for the 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. 

A full set of financial forecast details is provided 
for reference as attachments at the end of 
this document. They include the latest budget 
updates up to 30 September 2020 and the 
2020/21 budget.     

Operating Surplus 

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”. 

Operating Ratio 

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 has been 3% surplus. 
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ASSUMPTIONS cont. 

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. 

This chart also shows a peak period during 
2029/30 for strategic projects due to allowing 
for major capital projects.    

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. 

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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ASSUMPTIONS cont. 

Asset Sustainability Ratio 

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%. 

Rate Burden and types of rates 

Council uses the capital value determined by the 
State Valuation Office as the basis for valuing 
land and calculating rates. Council considers 
that this method provides the fairest and most 
efficient method of distributing the rate burden 
across all ratepayers. 

The rate burden is measured by comparing 
revenue sourced from rates to all sources 
of revenue. A lower rate burden indicates 
that Council is less reliant on ratepayers for 
funding goods and services. The 2020/21 
budget shows a Rate Burden of 75%. Through 
improving appropriate user charges and seeking 
opportunities for new grants and subsidies it is 
proposed to reduce the rate burden in future 
years. 

Council levies a number of major rate types 
including residential, differential and separate 
rates. For 2020/21 the average (mean) value 
of residential property was $632,532 resulting 
in an average proposed rate of $1,565. For 
commercial, industrial and vacant properties a 
differential rate of 55% applies. Separate rates 
exist for Glenelg’s Jetty Road shopping precinct 
and the ongoing maintenance of the lock in the 
Patawalonga. 

The 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.

The 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 presents a ‘no change’ base case 
position (i.e. a continuation of existing services 
and programs) and compares this with the 
inclusion of major strategic projects. As Council 
responds to changing community expectations, 
it will continue to make decisions to change 
services and invest in new and improved 
infrastructure. 

COMPARATIVE 
PROJECTION OUTCOMES  
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COMPARATIVE PROJECTION 
OUTCOMES cont. 

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. 

FINANCIAL STRATEGIES 

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. 

Attachments – Financial Reports – “Base Case” 
Plus Strategic Major Projects 
 

Projected Income Statement 

Projected Balance Sheet 

Projected Statement of Changes in Equity 

Projected Statement of Cash Flows 

Summary of Proposed Operating and Capital Investments (Uniform Presentation of Finances) 

 


