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Legislative Requirements
Local Government Act 1999

Section 122

 A council must, in conjunction with the plans required under subsection (1), develop and
adopt—

(a) a long-term financial plan for a period of at least 10 years; and

(b) an infrastructure and asset management plan, relating to the management and
development of infrastructure and major assets by the council for a period of at
least 10 years,

(and these plans will also be taken to form part of the council's strategic management
plans).

 A council may review its strategic management plans under this section at any time but
must—

(a) undertake a review of—

(i) its long-term financial plan; and

(ii) any other elements of its strategic management plans prescribed by the
regulations for the purposes of this paragraph, as soon as practicable after
adopting the council's annual business plan for a particular financial year;
and

(b) in any event, undertake a comprehensive review of its strategic management
plans within 2 years after each general election of the council.

Local Government (Financial Management) Regulations 2011

Section 5

 A long-term financial plan developed and adopted for the purposes of section 122(1a)(a)
of the Act must include—

(a) estimated financial statements with respect to the period of the long-term
financial plan, which must be presented, other than notes and other explanatory
documentation, in a manner consistent with the Model Financial Statements; and

(b) a summary of proposed operating and capital investment activities presented
in a manner consistent with the note in the Model Financial Statements entitled
Uniform Presentation of Finances; and

(c) estimates with respect to an operating surplus ratio, a net financial liabilities
ratio and an asset sustainability ratio presented in a manner consistent with the
note in the Model Financial Statements entitled Financial Indicators.

City of Victor Harbor – Long Term Financial Plan 2015-2024 Page 3 3

Legislative Requirements
Local Government Act 1999

Section 122

 A council must, in conjunction with the plans required under subsection (1), develop and
adopt—

(a) a long-term financial plan for a period of at least 10 years; and

(b) an infrastructure and asset management plan, relating to the management and
development of infrastructure and major assets by the council for a period of at
least 10 years,

(and these plans will also be taken to form part of the council's strategic management
plans).

 A council may review its strategic management plans under this section at any time but
must—

(a) undertake a review of—

(i) its long-term financial plan; and

(ii) any other elements of its strategic management plans prescribed by the
regulations for the purposes of this paragraph, as soon as practicable after
adopting the council's annual business plan for a particular financial year;
and

(b) in any event, undertake a comprehensive review of its strategic management
plans within 2 years after each general election of the council.

Local Government (Financial Management) Regulations 2011

Section 5

 A long-term financial plan developed and adopted for the purposes of section 122(1a)(a)
of the Act must include—

(a) estimated financial statements with respect to the period of the long-term
financial plan, which must be presented, other than notes and other explanatory
documentation, in a manner consistent with the Model Financial Statements; and

(b) a summary of proposed operating and capital investment activities presented
in a manner consistent with the note in the Model Financial Statements entitled
Uniform Presentation of Finances; and

(c) estimates with respect to an operating surplus ratio, a net financial liabilities
ratio and an asset sustainability ratio presented in a manner consistent with the
note in the Model Financial Statements entitled Financial Indicators.

City of Victor Harbor – Long Term Financial Plan 2015-2024 Page 3 3

Legislative Requirements
Local Government Act 1999

Section 122

 A council must, in conjunction with the plans required under subsection (1), develop and
adopt—

(a) a long-term financial plan for a period of at least 10 years; and

(b) an infrastructure and asset management plan, relating to the management and
development of infrastructure and major assets by the council for a period of at
least 10 years,

(and these plans will also be taken to form part of the council's strategic management
plans).

 A council may review its strategic management plans under this section at any time but
must—

(a) undertake a review of—

(i) its long-term financial plan; and

(ii) any other elements of its strategic management plans prescribed by the
regulations for the purposes of this paragraph, as soon as practicable after
adopting the council's annual business plan for a particular financial year;
and

(b) in any event, undertake a comprehensive review of its strategic management
plans within 2 years after each general election of the council.

Local Government (Financial Management) Regulations 2011

Section 5

 A long-term financial plan developed and adopted for the purposes of section 122(1a)(a)
of the Act must include—

(a) estimated financial statements with respect to the period of the long-term
financial plan, which must be presented, other than notes and other explanatory
documentation, in a manner consistent with the Model Financial Statements; and

(b) a summary of proposed operating and capital investment activities presented
in a manner consistent with the note in the Model Financial Statements entitled
Uniform Presentation of Finances; and

(c) estimates with respect to an operating surplus ratio, a net financial liabilities
ratio and an asset sustainability ratio presented in a manner consistent with the
note in the Model Financial Statements entitled Financial Indicators.



City of Victor Harbor – Long Term Financial Plan 2015-2024 Page 4 4

Overview
Purpose of the Long Term Financial Plan (LTFP)

History
The City of Victor Harbor adopted its first Long Term Financial Plan (LTFP) in November 2008,
with reviews in September 2010 and July 2013. The LTFP is subject to regular reviews to allow
for the changing needs and demands of the community. This document represents the fourth
review and covers the next ten year period from 2015 to 2024.

The Long Term Financial Plan is designed to provide high level financial information and
direction over then next ten year period and enables Council to plan for the long term financial
sustainability of the organisation. Financial sustainability is defined as a position where long-term
service and infrastructure levels and standards are met without unplanned increases in rates or
disruptive cuts to services.

The LTFP will help ensure that the timing and delivery of desired services remains equitable and
cost-effective.

Strategic Links
Strong links between the LTFP and other strategic documents are vital in order to provide an
accurate picture of Council’s financial sustainability.  The LTFP draws from other strategic
documents such as the Community Plan, Asset Management Plans and the Annual Business
Plan.  It translates the objectives and strategies within these documents into financial terms.

The following diagram shows how various plans and strategies inform each other:
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Basis of Preparation
LTFP Framework

Base Data
This iteration of the LTFP covers the 2015 to 2024 ten year period. The plan uses the 2013/14
audited financial data as the base year. To allow end of financial year transactions to be
referenced in this version – year one has been based on the 2014/15 September Budget Review
rather than original budget.

The plan has been prepared taking into account the following:

 Council’s suite of strategic documents
 Internal audit and compliance requirements
 Effective management of Council assets
 Service levels and community needs
 Council’s capacity to fund major projects

The LTFP is presented in a manner consistent with the Model Financial Statements and has
been prepared in line with the Local Government Act, Local Government (Financial
Management) Regulations and relevant Council Policies.

Assumptions
The plan acknowledges a number of key assumptions, principles and policies which will guide
the Council in preparation of Annual Business Plans and Budgets, with the long term goal of
financial sustainability and meeting Council’s objectives:

1. A strong and supportive business environment
2. The sustainable provision of physical infrastructure and community services
3. Environment and lifestyle protected against the pressure of projected population growth
4. Leadership, service delivery and organisational management that underpins our strategic

directions

The following assumptions and variables have been applied:

 CPI at an average of 3% has been applied across relevant categories within the plan;
 Rate revenue increase at 3% plus growth at 1% has been included across the plan;
 Employee expenses have been increased in line with the current Enterprise Bargaining

Agreement across the term of the plan at 3.5%;
 Allowance for the construction and operation of the Fleurieu Regional Aquatic Centre has

been included;
 All other services are maintained at current levels;
 Adjustments for known variations have been included (e.g. election expenses every four

years);
 Inventories, other non-current assets, provisions, grants, assets received free of charge

and loss on disposal have been maintained throughout the plan based on a three year
average at preparation and then held at similar levels.

 Interest on new borrowings has been calculated at an average 6%.
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Key Outcomes
The major outcomes over the period of the LTFP include:

 Operating Surplus Ratio maintained at minimum 3% target from 2020/21;

 Net Liabilities Ratio below 75% target;

 Asset Sustainability Ratio above 80% target;

 Average annual operating surplus of $ 700,000;

 Forecast increase to rates at an average of 3% per year plus growth of 1%;

 Maximum new borrowings totalling $ 9.5m for the major projects;

 Renewal and replacement of existing assets totalling $ 53.9m;

 Expenditure on new and upgraded assets to the value of $ 26.9m

Key Financial Indicators
Key Financial Indicators provide a robust ready assessment of financial performance and
sustainability.  They need to be interpreted in the context of a Council’s operating environment
and can provide trend data, both historic and projected that may assist in decision making and
reviewing financial performance.

The Local Government (Financial Management) Regulations require a Council to use three
specific indicators and the Local Government Act requires a Council to state the measures that
will be used to monitor and assess the performance of the Council.

Council has set targets for the three required indicators as following:

Ratio Target
Operating Surplus Ratio 3% to 10%

Net Financial Liabilities Ratio < 50% to 75%
Asset Sustainability Ratio 80% to 100%
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Operating Surplus Ratio
This ratio expresses the operating surplus (deficit) as a percentage of general and other rates
excluding the NRM levy.  A positive ratio indicates that operating expenses including depreciation
are being fully funded by operating revenue.

It is calculated as: Operating Surplus
Rate Revenue – NRM Levy

Council has set a surplus ratio target of between 3% and 10%.

The LTFP allows for a ratio between 0% to 6%, meeting and maintaining the minimum 3% target
from 2020/21as demonstrated in the graph below:

Net Financial Liabilities Ratio
This ratio expresses total liabilities less liquid and financial assets as a total of operating revenue.
It is a measure of Council’s percentage of debt in comparison to operating revenue.  A high ratio
may indicate funding for significant projects and may be reflective of a growing community.

It is calculated as: Total liabilities – (cash & equivalents + current trade & receivables + financial assets)
Total operating revenue – NRM levy

Council has set a target of 50% to 75% with a long-term target of < 50%.

The LTFP allows for a ratio peaking at 63% and reducing to 20%, meeting the Council’s target as
demonstrated in the graph below:
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Asset Sustainability Ratio
The Asset Sustainability ratio expresses whether existing assets are being replaced or renewed
at the same rate they are being consumed.  Historically this has been calculated using
depreciation as the denominator.  Data in the Asset Management Plans has been used to identify
the level of asset replacement required for the purposes of the LTFP.  This will allow for peaks
and troughs normally associated with infrastructure consumption.

It is calculated as: Cash expended on renewal & replacement of existing assets – sale of replaced assets
Forecast expenditure required in Asset Management Plans

Council has set a target for an average 80% over any 3 year period.

The LTFP allows for 100% of projects in the Asset Management Plans to be budgeted, however
due to a historic trend of projects being uncompleted at 30 June, a 15% allowance has been built
into the graph below:

Operating
The Statement of Comprehensive Income within the LTFP provides an estimate of the recurrent
costs and revenues of Council producing either an Operating Surplus or Deficit.  For Council to
operate in a financially sustainable manner, a minimum break even position needs to be
achieved, on average, within the LTFP.

The LTFP provides Operating Surpluses in each of the ten years at an average of $ 700k.

The following graph demonstrates operating revenue & expenses for the term of the plan:
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Operating Revenue
The Local Government Act provides for Councils to raise revenue through property rates and
other sources including statutory charges, user charges, grants, contributions, donations and
investment income.

Rates
Rates include revenue from general rates, as well as levies collected on the behalf of State
Government agencies (Natural Resources Management Board).  It also includes fines and
penalties applied to outstanding balances and adjustments for rebates, remissions and
objections.

The LTFP assumes the continuation of the current two tiered rating structure – comprising a fixed
charge and differential rates according to land use.  The basis of the differentials applied has
been applied unchanged.

Rates provide for over 75% of Council’s revenue base.  The following chart demonstrates
Council’s reliance on rates as the major source of revenue:

The LTFP assumes rate revenue increases at an average of 3% each year plus growth of 1%.

Statutory Charges
Statutory charges are fees arising from regulatory or statutory services.  They include
Development Act fees, rate property searches, permits and licences, dog registration fees,
expiations and penalties.

The LTFP assumes increases in line with CPI.
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Operating Revenue (Cont’d)

User Charges
User charges are revenues from the sale of goods and services and are imposed by Council
where the payer receives a direct benefit.  User charges include sundry sales, facility hire,
admission fees, rents and cemetery fees.

The LTFP assumes increases in line with CPI.

Grants, Subsidies and Contributions
This category includes grants and subsidies for operating purposes (excludes monies provided
for new or upgraded assets).  The primary source of grants is Financial Assistance Grants
received through the Local Government Grants Commission and the Roads to Recovery grant
received from the Federal Government.

The allocation of Financial Assistance Grants is based on a complex formula involving
comparison with State averages and many other factors.  Council receives a relatively small
allocation representing approximately 6% of revenue.

The LTFP assumes increases in line with CPI.

Investment Income
Investment income is revenue received from financial investments or from loans to community
groups.  It includes interest received from the Local Government Finance Authority for monies
held in reserve and interest received from community loans.

Investment income has been included at a level in line with the past three year average.

Reimbursements
Reimbursements include amounts received by Council, acting as an agent and direct
reimbursements.  Revenue includes recoveries from private works, utilities and community
service projects.

The LTFP assumes increases in line with CPI.

Other Income
This refers to revenue not classified into the above categories and includes insurance claims,
rebates and commissions.

The LTFP assumes increases in line with CPI.
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Operating Expenses

Employee Costs
Employee costs include all expenses incurred in relation to employment of staff.  It Includes
expenses such as salaries, wages, agency payments, leave liability provisions, superannuation
and workers compensation premiums.

For the purposes of this LTFP, employee numbers are assumed to increase by up to 1 FTE per
year to reflect increasing demands placed on Council and changes to current requirements.

The current Enterprise Bargaining Agreement allows for an increase of 3.5% per year and has
been included at the same level throughout the LTFP in anticipation of future agreements.

Contracts, Materials and Other Expenses
Contracts, materials and other expenses include all expenses not classified elsewhere as
employee, finance or depreciation costs. Expenses or liabilities for external provision of services
and purchase of physical goods are included such as contractors and consultants, energy,
waste, communications, donations, insurance and legal.

An allowance for operating expenses relating to the Fleurieu Regional Aquatic Centre has been
included from 2017/18.

The LTFP assumes increases in line with CPI.

Finance Costs

Finance costs refer to the costs of financing Council activities through borrowings or other
financial accommodation such as leases.

Finance charges for current loans have been included at the applicable fixed term rate.  New
loans have been included where required, with interest payable set at an average rate of 6%.  In
addition, an allowance for interest payable on Council’s cash advance facility has been included
based on average usage.

Depreciation, Amortisation & Impairment
Depreciation relates to the loss of value on non-current assets such as infrastructure, property,
plant and equipment. The depreciation rate reflects the replacement cost, useful life and residual
value of all assets excluding land.

The LTFP includes an allowance calculated at 4% of the opening replacement value in each year
of the plan.
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Capital
Council is currently responsible for assets valued at more than $250m including land, buildings,
roads, stormwater drainage, bridges, footpaths, kerbs, plant, equipment and furniture.  Annual
depreciation is accumulated against these assets and represents the consumption of the assets
and the loss of value during the period.

Physical infrastructure including roads, kerbing, stormwater, footpaths and reserves is gifted to
Council at no charge from Developers at the handover of new subdivisions.  These assets
immediately attract depreciation which increases the annual operating expenses.  They are
recognised in the Statement of Comprehensive Income as ‘Physical Resources Received Free of
Charge’ and in the Statement of Financial Position at cost.

Assets received free of charge have been included in the LTFP at an annual average.

Capital Revenue

Grants
Council applies for various grants depending on availability and suitability in term of planned
projects.  Capital grants received specifically for new or upgraded assets are recognised when
acquitted.

Capital grants have been included in the LTFP at a three year average, with an additional
allowance of $1.625m in 15/16 and $2.125m in 16/17 for the receipt of Federal Funding for the
Fleurieu Regional Aquatic Centre.

Developers Contributions
Developers contribute cash to Council in lieu of providing assets such as footpaths, open space
development and car parking.  These amounts are held in dedicated reserves for construction of
future assets.

Developer Contributions have been included in the LTFP at a three year average.

Sale of Assets
Sale of assets may refer to the sale of replaced assets and surplus assets.  The LTFP has been
prepared without reference to the sale of any surplus assets as none have been identified at this
stage.  The sale of replaced assets has been included, with the trade-in of plant & equipment the
main category.

Sale of replaced assets has been included based on historic sales and in line with the Plant and
Machinery Asset Management Plan.
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Capital Expenditure

Asset Management Plans
Council has developed and reviewed a suite of Asset Management Plans (AMP) for all major
categories of assets.  The AMP identifies known asset projects and allows for prioritisation
dependent on various factors including condition of existing assets. Major projects are not
included until the project has been critically assessed against Council’s capacity to meet
necessary loan repayments, depreciation expenses and lifecycle maintenance costs.

Projects are classified into New/Upgrade & Renewal/Replacement portions to allow Council to
assess whether sufficient resources are being committed to replacement of existing assets. The
Asset Sustainability Ratio provides a financial indicator of how well Council meets its
replacement targets as compared with AMP.

Information from the AMP has been collated into the Capital Works Program, which acts as a
summary document and then the information used to inform the LTFP.

The LTFP allows for gross expenditure in line with AMP over the term of the plan as follows:

 New / Upgraded Assets $26.9m
 Renewed / Replaced Assets $53.9m

The following graph shows the above components across the ten year period:
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Significant Projects
Significant projects currently funded in the LTFP are:

Fleurieu Regional Aquatic Centre
The Fleurieu Regional Aquatic Centre is a joint project between Alexandrina Council and The
City of Victor Harbor.  Construction and operation of the Aquatic Centre has been included in the
LTFP at 50% of estimated revenue & expenses as follows:

 Receipt of Federal Grant at $1.625m in 2015/16 and $2.125m in 2016/17
 New borrowings of $2.5m in 2015/16 and $3.5m in 2016/17
 Depreciation from 2017/18 of $262,500 per year
 Interest on borrowings at 6.0% over a 20 year term
 Operating revenue & expenses as per the business case prepared by SGL Consulting

Group from 2017/18.

Performing Arts & Cultural Centre
Renew and revitalise the Town Hall and Old Library building to enhance the community’s
performing arts and cultural opportunities and ensure the longevity of these two historic buildings.
The project details are yet to be developed in consultation with the community and it is expected
that the project approval would be subject to grant funding.  Design and construction has been
included in the LTFP over three years commencing in 2019/20.

Main Street Precinct
The Victor Harbor Main Street Precinct Masterplan has been initiated and intends to create new
streetscape designs for Ocean Street and Coral Street. Revitalising Victor Harbor’s main street to
create a visually inviting, safe, well designed, integrated precinct has been included in the LTFP
in various stages commencing with design in 2014/15.  Nine stages have been built into the
LTFP to allow for public consultation, project planning and minimal disruption to commercial
activities.
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Loan Borrowings
Treasury Policy
Council’s Treasury Policy allows for a mix of fixed and variable borrowings in order to minimise
net interest costs on average over the longer term and at the same time manage interest rate
movement risks within acceptable limits.  Council aims to have a variety of maturity dates on its
fixed interest rate borrowings over the available maturity spectrum.

Council’s target is to allow for not less than 30% of its gross debt in the form of fixed interest rate
borrowings and that no more than 25% of these borrowings mature in one year.

Council has a $10 million Cash Advance Debenture Facility available through the Local
Government Finance Authority.  This facility acts like a variable loan, with interest payments only
on the amount outstanding.  The principal can be repaid or redrawn at call.  This facility provides
Council with immediate access to liquidity when needed.

The following graph shows Council borrowings included in the LTFP, including new loans for the
Fleurieu Regional Aquatic Centre of $2.5m in 15/16 and $3.5m in 16/17.
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Estimated Key Financial Indicators
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Estimated Statement of Financial Position
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Estimated Statement of Cashflows
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Estimated Statement of Changes in Equity
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