








Key Financial

MEASURES

Net Financial Liabilities Ratio (NFLR)

The Net Financial Liabilities Ratio is calculated by
expressing net nancial liabilities at the end of a
nancial year as a percentage of operating income
for the year. If the ratio falls, over time, this indicates
that the Council's capacity to meet its nancial
obligations from operating income is strengthening.
Council's forecast for this ratio in 2024-25 is 13%
which is well below Council’s LTFP maximum target
of 100% of total operating income. Compared to the
LTFP it is 5.0% lower.

This ratio indicates Council has the capacity to borrow
for capital projects especially for those focused upon
renewal and replacement of existing assets which
may be overdue if it can afford to pay back the loans
and its operating bottom line is heading towards a
surplus in the medium to long term. No new loans
are forecast for 2024-25.

Asset Renewal Funding Ratio (ARFR)

This ratio indicates the extent to which existing
assets are being renewed and replaced, compared
with the asset renewal and replacement
expenditure identied as warranted in Council’s
Asset Management Plans (AMPs).

It is calculated by measuring capital expenditure
on renewal or replacement of assets for a period,
divided by the level of such expenditure proposed
in the AMPs. Alternatively where AMPs for all asset

classes are not available or up to date, depreciation
can be used as a comparison. Council currently
uses levels of expenditure proposed in its AMPs
as a measure. Council's LTFP minimum target is
100% assuming Council has no backlog of existing
assets requiring replacement and renewal. The LTFP
forecasts a 110% renewal ratio in 2024-25; however, in
the 2024-25 budget the ratio is forecast to be slightly
lower at 104%. Council’s forecast of 104% is just above
its LTFP minimum target of 100%.

The ARFR is calculated using this annual asset
renewal required expenditure target which tends
to uctuate signi cantly from one year to the next.
Hence the ratio also tends to uctuate signi cantly
from year to year as there will be years when Council
will not have enough funds to meet the asset
renewal expenditure requirements of its AMPs and
then in other years the required expenditure will be
low, hence Council will spend more than is required
that year.

In 2024-25 Council is proposing to spend $18.6m
on capital projects with $15.6m of this to be spent
on renewal and replacement of existing assets. The
remaining $3.0m is for upgrades to existing assets
and acquisition of new assets.

Council's proposed total capital expenditure of
$18.6m in the 2024-25 budget is approximately
$1.3m more than provided for in the LFTP.
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2024-25
BUDGET



TOTALS
$31.7m

70.9%)
service cha rges

Analysis of Operating
BUDGET

Operating Income

Council has budgeted for a total of $44.8m in operating income. This is

approximately $2.0m or 4.6% more than projected in Council's LTFP. The

variation can be attributed to the following significant items:

o $318,000 increase to rates income due to changes proposed to the User charges
rating of vacant land through the general rate review;

o $671,000 increase to rates income based off additional 3% general $2.'7m
rate increase to be applied to Primary Production rates above 2% (6.1% .
provided in the LFTP; Grants and ;ub5|d|es

o $436,000 increase to rates due to changes to the rating of heavy (opeickigEl
industry proposed through the general rate review;

Rates an

$0.5m

(1.0%?1
Statutory charges

$5.7m

(12.8%)

$84,000 increase to rates income due to increased general rate
income in accordance with Council's endorsed rating model for
consultation as part of the general rate review and increases to the
State Government landscape levy which is collected by Council and
then remitted to the Regional Landscape Board.

$38,000 net increase to estimated income across various statutory

$3.6m

9%)
GCrants and subsidies
(capital)

$0.3m

(0.7%)
Investment income

income lines in the draft budget.

$138,000 increase to budgeted income for Council operated disability
services programs based on revised budget estimates.

$163,000 increase to budgeted income for Council operated caravan
parks based on revised budget estimates.

$136,000 increase to budgeted income for Council operated bush
camping sites based on revised budget estimates.

$0.1m

. (0.3%)
Reimbursements

$0.2m

(0.3%)
Other income

$24,000 net increase in grants, subsidies and contributions income (operating and capital) estimates
due to deferral of the Yorketown undergrounding of power project, inclusion of Local Roads and
Community Infrastructure Program (Phase 4b) funding, increased estimates in relation to Special
Local Roads grants, inclusion of the Jetties Renewal Program grant for Port Vincent Fisherman's Jetty
and decreases to estimated disability services funding.

$36,000 decrease to budgeted reimbursement income based on revised budget estimates.

DESCRIPTOR

General Rates and Service
Charges

General rates on properties as well as service charges (i.e. sewerage, water
and refuse/recycling charges, Landscape Levy).

Fees and charges set by State Government regulation and received by
the Council for regulatory functions undertaken such as assessment of
development and building applications and animal control.

Statutory charges set by State
Government

User Pay Charges set by
Council

Charges for the Council’s fee-based facilities and services such as caravan
parks, community halls, cemeteries, bush camping etc.

Council seeks to attract as much grant funding from other tiers of
government as possible, thereby reducing the reliance on other revenue
streams.

Grants and Subsidies

Investment, Reimbursements
& Other Income

Interest received on Council’s internal cash reserves and deposits.
Reimbursements for work undertaken and other income.
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ANALYSIS OF OPERATING BUDGET

Operating Expenses

Operating expenses of $43.9m budgeted for in 2024-25 are summarised TOTALS
below by major category. This is $0.5m or 1.2% greater than the projected $-|2.3m
operating expenses within the LTFP. As detailed on page 25 of this Plan (28.1%
the additional $1.7m in operating expenses is primarily due to the following Employment costs
significant items:
$9,000 reduction to employee costs based on budget modelling $1 7.4m
and assumptions. o (39.5%)

) ) aterials, contracts,
$317000 net increase to materials, contracts and other other expenses
expenditure due to deferral of Yorketown undergrounding
of power project and selection of the following operating $'|4m
expenditure projects, which were not included at the time of . (31.9%) L
drafting the LTFP. Depreciation, amortisation

and impairment

$50,000 Ardrossan CWMS desludging of treated effluent
storage dams.
$68,000 Information technology and records management $8'52%')‘n
projects assisting in enhancement and/or maintenance Finance costs
of operational requirements for email management and
compliance, electronic document control and authorisation
and inter-office connectivity.
$436,000 in quarantined general rate income set aside for strategic projects due to an increase
in the relative rate in the dollar charged on the vacant land use category.
$5,000 Port Vincent cemetery engineering consultancy for retaining wall design.
$60,000 Sealed road pavement investigation consultancy.
$21,600 Minlaton Town Hall demolition of concrete rainwater tank.
$30,000 Allocation to fund works identified within Council's coastal management strategy.
$13,000 Allocation to fund implementation of the Minlagawi Gum Flat management plan.
$20,356 SYP Community Hub foundation stabilisation and masonry repair works.
$22,910 Warooka town hall repointing of mortar joints and replacement of steel lintels over
windows.
$9,312 Hydrojet training for infrastructure and select operations staff.
$5,000 Furniture renewal allowance.
$20,000 additional allocation to roadside tree trimming (in addition to $200,000 contractual
base allocation).
$436,000 for strategic projects.
$400,000 additional allocation to jetty maintenance.
$3,200 SYP Riding Club Incorporated boundary fencing project.
$236,000 increase to depreciation estimates to account for revaluation of CWMS, stormwater, potable
water and transport asset revaluations and expansion of Council's asset base through new/upgrade
assets first capitalised at 2023-2024 year end.
$43,000 reduction to finance cost estimate due to revised estimates in relation to the timing of new
loans and associated repayments.

DESCRIPTOR

All labour related expenses such as wages and salaries, and on-costs such as allowances,
S0 J[VELENSLISEM [eave entitlements, employer superannuation, workers compensation and income protection
insurance.

Contractual Payments for services provided by contractors i.e. waste collection and disposal, electrical
Services and plumbing etc.

Materials & Payments for physical goods such as water, fuel, energy, road materials, office consumables,
Others stationery, insurances, postage, telephone, government levies, contributions and donations.

Annual consumption of Council's fixed assets (e.g. infrastructure, equipment, buildings etc.)
over their useful lives

Depreciation

Costs of financing Council’s activities through borrowings or other types of financial accom-

Finance Costs .
modation and merchant fees.




CAPITAL WORKS PROGAM

Council has developed a suite of Asset Management
Plans (AMPs) for the various categories of assets
such as Community Wastewater Management

Systems, stormwater infrastructure, transport, water
infrastructure, major plant and buildings and other
structures.

These plans identify costs required to ensure assets
will be maintained in a sustainable condition over
the long term. There will always be a community
desire for the provision of new and upgraded assets;

however, it is important that priority is given to the
replacement and sustainable renewal of existing
assets.

The following table provides a complete list of all
capital projects funded through the 2024-25 Annual
Business Plan.

Note: The below totals represent total cost of projects
exclusive of any external funding (e.g. grants, trade-
ins).

CAPITAL WORKS PROGRAM 2024-25 RENEWAL/ NEW/
REPLACEMENT UPGRADED

COMMUNITY WASTEWATER MANAGEMENT SYSTEMS $297,293 $334,200
Bluff Beach Waste Water Treatment Plant (WWTP) - waste tank fall prevention

. ) . $- $8,000
railing and ladder installation
Chinamans wells WWTP - waste tank fall prevention railing and ladder
A : $- $8,000
installation
Chinamans wells pump station 1- new valve chamber $1,800 $10,200
Hardwicke Bay pump station 2 vent replacement $10,000 $-
Port Victoria WWTP waste tank fall prevention railing and ladder install $- $8,000
Port Victoria WWTP disposal area extension $- $25,000
Port Victoria WWTP level control upgrades $5,000 $-
Port Vincent WWTP disposal area extension $- $30,000
Stansbury WWTP decant tank roof replacement $15,000 $-
Stansbury WWTP level control upgrade $5,000 $-
Tiddy Widdy CWMS rising main replacement -stage 1 $50,000 $-
Yorketown WWTP aerator replacement $18,000 $-
Yorketown cwms Warooka road switchboard replacement $28,000 $-
Yorketown CWMS Minlaton road pump station switchboard replacement $28,000 $-
Yorketown CWMS Warooka road pump station valve chamber and flow meter
. ’ $12,500 $-
installation
Yorketown CWMS Minlaton Road pump station flow meter and flush point
. . $- $12,500
installation
Maitland CWMS gravity drain repairs and replacements $30,000 $-
Chinamans wells WWTP remote access modem upgrade 3G to 4G $2,500 $-
Foul Bay WWTP remote access modem upgrade 3G to 4G $2,500 $-
Hardwicke Bay WWTP remote access modem upgrade 3G to 4G $2,500 $-
Chinamans wells WWTP remote access modem upgrade 3G to 4G $2,500 $-
Sultana Point WWTP remote access modem upgrade 3G to 4G $2,500 $-
Yorketown CWMS WWTP waste pump replacement $5,479 $-
Yorketown CWMS WWTP level control replacement $1,340 $-
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COMMUNITY WASTEWATER MANAGEMENT SYSTEMS (CONT.)

Maitland WWTP emergency storage upgrades $- $167,500

Black Point CWMS WWTP decant tank pump 3 replacement $2,496 $-

Black Point pump station 3 odour control $25,000 $-

Point Turton WWTP installation of pretreatment filter pumps $- $40,000

Bluff beach pump station level control replacement $2,000 $-

Hardwicke Bay pump station 4 level control replacement $2,000 $-

Maitland Clinton road pump station level control replacement $2,000 $-

Port Victoria jetty pump station level control upgrade $2,000 $-

Port Vincent Ventnor Street pump station level control upgrade $2,000 $-

Black Point pump station 2 pump replacement $12,178 $-

Point Turton Caravan Park pump station 2 upgrade $25,000 $25,000

TRANSPORT INFRASTRUCTURE $9,911,543 $117,000

Walk The Yorke upgrades $48,460 $-

Nalyappa Road - Barnes Road to Ferguson Road - High use road calculations $692,046 $

based on 150mm coverage of material. B

Weetulta Road - West Terrace Arthurton to 3500m west $316,066 $-

Weetulta Road- Spencer highway to 2300m east $227,844 $-

Gun Club Road - Didlyamulka road to Newbold Road $578,516 $-

Reseal township bitumen roads $1,820,000 $-

Sandy Church Road - Yorke Valley Road to Summer Track. $470,370 $-

Patchwork on various sealed roads in the northern areas $535,284 $-

Network Level Heavy Vehicle Route Assessment and Risk Analysis Program $607,716 $-

Rehabilitation stabilisation works $600,000 $-

Kerbing - various locations - renewal $250,000 $-

South Coast Road - Meehan Hill Road to 3000m east $191,834 $-

Heel Road - Goldsmith Beach Road to Troubridge Road $446,278 $-

Port Annie Road - Marion Bay Road to Lighthouse Road $542,096 $-

Mickey Flat Road - Powerline Road to St Vincent Highway. $564,530 $-

South Coast Road - stabilisation of existing road from 3000m east of Meehan Hill $270,000 $-

Road to 5000m east of Meehan Hill Road !

Patchwork on various sealed roads in the southern Council area $604,808 $-

Dust suppression of various roads $156,325 $-

Re-instatement of Western Fourth St median strip , Minlaton $- $50,000

Marion Bay accesability path $- $67,000

Unallocated capital renewal — road network $318,355 $-

Unallocated capital renewal — unsealed road network $671,017 $-
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LAND, BUILDINGS AND STRUCTURES $147,172 $453,834
Open Space capital allocation $20,000 $-
Maitland office - solar and battery storage system (dependent on grant $123,000
funding)

Maitland depot lino replacement $13,500 $-
Yorketown Council Office - airconditioning systems $7,200 $-

Safety Exit Light Audit of Town Halls $8,250 $-

Sultana Point walkway $- $20,000
Corny Point soakage pits $- $130,000
Point Turton Jetty stairs $30,000 $-

New playground for Apex House/Elizabeth Road, Maitland $- $60,000
Port Victoria foreshore beach shelter $- $50,000
Port Rickaby shade shelter $- $48,834
Balgowan playground $68,222 $-
Coobowie H frame structure reinforcement $- $10,000
Black Point walking trail $- $12,000
STORMWATER DRAINAGE $5,000 $365,000
Ardrossan stormwater reuse site remote access modem upgrade 3G to 4G $2,500 $-
Maitland stormwater reuse site remote access modem upgrade 3G to 4G $2,500 $-
Stormwater upgrades in various towns $- $365,000
MAJOR PLANT AND FLEET VEHICLES $1,222,500 $763,327
Greenskeeper Boom Foam Marker $- $5,765
Purchase of spray tank $- $2,562
Tractor (northern works) $- $475,000
Rock shredder (northern works) $- $245,000
Council vehicle replacement (fleet) $332,000 $-
Ute/Light vehicle replacement $119,000 $35,000
Grader replacement $525,000 $-

Light truck replacement $100,500 $-

YPLO vehicle replenishment $146,000 $-

New digital camera - videos and photos $7,590 $-
Computer refreshing program $102,650 $-
Mobile phones refreshing program $16,000 $-
Monitor refreshing program $4,800 $-
Records management systems upgrade $32,670 $-
Data and applications servers $124,000 $-
WAN and interoffice network connectivity $50,000 $-
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OTHER $20,690 $-

Traffic counters $12,690 $-

YPLO tree propegation replacement fencing $8,000 $-
GRANT FUNDED ONE-OFF PROJECTS $3,250,000 $938,170
Edithburgh dive stairs $- $788,170
Vietnam War Memorial Walk $- $150,000
North Coast Road upgrade - Stage 3 $3,250,000 $-
CARAVAN PARKS $445,022 $42,812
Point Turton Caravan Park - septic upgrade $118,812 $-
Computer refreshing - Point Turton Caravan Park $1,850 $-

Mobile phones refreshing $4,400 $-

CCTV and Wifi Upgrade - Port Vincent Foreshore Caravan Park $11,060 $-
Disability access - amenities - Port Vincent Foreshore Caravan Park $- $4,000.00
Port Vincent cabin fridge replacement $3,927 $-

Marion Bay water supply upgrade $199,370 $-
Overflow camping areas - Marion Bay Caravan Park $6,000 $-

Point Turton TV broadcasting system $13,609 $-

Linen room - Point Turton Caravan Park $7,000 $-

BBQ - Point Turton Caravan Park $12,553 $-

Pt Turton Caravan Park - cabin sofa replacement $5,818. $-

Pt Turton Caravan Park - ride on lawnmower $9,458 $-
Yorketown Caravan Park - camp kitchen/reception upgrade $32,990 $-
Yorketown Caravan Park - additional sites $3,060 $-
Disability access - reception entry - Port Vincent Foreshore Caravan Park $5,000 $-
Furniture replacement - cabin - Marion Bay Caravan Park $8,000 $-
Residents/kiosk/office roof replacement - Port Rickaby Caravan Park and Kiosk = $40,927 $-
TOTAL CAPITAL EXPENDITURE $15,636,930 $3,014,343
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ANALYSIS OF TOTAL BUDGET

The following table provides a breakdown of total expenditure (operating and capital) by function (excluding
depreciation).

% FUNCTION DESCRIPTION

Expenses relating to the cost of maintaining and renewing
35.6% | Road Maintenance Council’'s road network, including materials, labour related

expenses, patrol grading and vegetation management.

General maintenance costs, including materials and labour related
. . expenses related to assets such as sporting ovals, swimming

4.4% Community Asset Maintenance o . ) .
centres, halls, airstrips, public conveniences, cemeteries and war

memorials.

) Expenses relating to the cost of running Council owned caravan
6.6% Caravan Park Operation . ) . .
parks, including capital expenditure and labour related expenses.

) ) Contractual and local expenses, including materials and labour
6.2% Refuse Collection & Disposal
related expenses.

Ei BUsi c d Expenses relating to financial administration, business and
inance, Business, Corporate an ) ] . ) )
2.9% c v Relati community relations and corporate services, including labour

ommunity Relations
related expenses.

Expenses relating to the maintenance of all open space parks and
4.4% Parks and Gardens . . )
gardens, including materials and labour related expenses.

Expenses relating to governing the organisation, including
10.5% | Governance organisational compliance and Elected Member related expenses

and cost of office furniture.

. . Expenses incurred in providing information technology, including
0.3% Information Services )
projects and labour related expenses.

. Expenses relating to the cost of planning and development,
1.5% Development Services . .
including labour related expenses.

Expenses relating to Human Resources, Payroll, Staff Training, Work
1.8% People and Culture )
Health & Safety and Risk Management.

Expenses relating to the cost of running water and waste-water
3.8% CWMS and Water Schemes management schemes, including materials and labour related

expenses.

. A compulsory levy payable to the Northern and Yorke Landscape
2.5% Regional Landscape Levy .
Region Board. Refer page 26.

15% Street Cleaning and Cleaning Council Contractual and local expenses to clean all streets and Council
. (o]
Buildings and Public Conveniences buildings across the district including public conveniences.
Expenses relating all foreshore maintenance plus maintenance
) of walking trails, contribution to Northern and Yorke Landscape
41% Environmental Management

Region Board projects, protection of crown lands and land

rehabilitation.
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ANALYSIS OF TOTAL BUDGET

% FUNCTION DESCRIPTION

Expenses relating to youth services, libraries, YP Leisure Options
. and other community support programs (e.g. YP Community

1.0% Community Support . . . .
Transport, grants and donations), including materials and labour

related expenses.

Capital expenses relating to maintenance of existing footpaths
2.0% Footpaths and Stormwater and stormwater systems, including materials and labour related

expenses.

Expenses relating to tourism including the Visitor Information
. . provision and other economic development expenses (e.g.

0.4% Tourism and Economic Development . . . .
Regional Development Australia, Art and Culture etc.), including

labour related expenses.

Includes expenses relating to fire safety and prevention, health
4.6% Regulatory, Animal and Fire Control Services inspections, dog control and impounding and other regulatory

functions, including labour related expenses.

o Expenses relating to maintenance of street lighting, including
0.8% Street Lighting

materials and labour related expenses.

Asset Management Systems, Asset Management Plans and Asset
0.7% Asset Management

Condition Assessments, including labour related expenses.

Includes all expenses related to purchase/replacement of all plant
3.3% Plant and Equipment and equipment, including fleet vehicles — offset by all trade-in

income.

. . Allowance for strategic projects funded by estimated general rate
0.9% Strategic Projects

income raised above CPI on Vacant Land.
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Budgeted Financial

STATEMENTS

A. Budgeted Statement of Comprehensive
Income
This statement outlines:
All sources of Council’s income (revenue)
All operating expenses. These expenses relate
to operations and do not include capital
expenditure although depreciation of assets
is included.
The net operating surplus/(deficit) for the yearis a
measure of Council’s financial performance. This
figureisdetermined by deducting total operating
expenses from total operating revenue.

B. Budgeted Statement of Financial Position
The statement of financial position outlines what
Council owns (assets) and what it owes (liabilities)
at a pointin time.

Council's net worth is determined by deducting
total liabilities from total assets — the larger the
net equity, the stronger the financial position.

C. Budgeted Statement of Cash Flows

This summarises the actual flows of cash for
a period and explains the change in the cash
balance held from the start of the period through
to the end of the reporting period. This shows
where Council received its cash from and then
what it was spent on.

D. Budgeted Statement of Changes in Equity
A statement of changes in equity shows the
movements of equity in addition to accumulated

earnings and losses for a reporting period. This
statement summarises the change in Council's
real worth throughout the financial year. Council’s
net worth can change as a result of:
The net result as recorded in the Statement of
Comprehensive Income; or
Anincrease ordecreaseinthe netvalue of non-
current assets resulting from a revaluation of
those assets.

E. Budgeted Uniform Presentation of Finances
This is a high level summary of both operating
and capital investment activities of the Council
prepared on a simplified Uniformm Presentation
Framework basis.

All councils in South Australia have agreed
to summarise budgets and long-
term financial plans on the same basis. The
arrangements ensure all councils provide a
common ‘core’ of financial information, which
enables meaningful comparisons of each

annual

Council's finances.
Budgeted financial statements for 2024-2025
can be found on the following pages.
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A. BUDGETED STATEMENT OF COMPREHENSIVE INCOME

2024-2025 2024-2025 2023-2024
Budget LTFP Revised Budget
(March Quarter)

$('000) $('000) $('000)

INCOME

Rates 31,776 30,274 28,487

Statutory Charges 465 428 491

User Charges 5,726 5,285 5,320

Grants, subsidies, contributions (operating) 2,744 3,700 3,306

Grants, subsidies, contributions (capital) 3,550 2,570 2,832

Investment Income 299 299 479

Reimbursements 13 148 203

Other Income 151 151 151

Total Income 44,824 42,855 41,269

EXPENSES

Employee costs 12,321 12,330 1,201

Materials, contracts & other expenses 17,365 17,048 17,243

Depreciation 14,006 13,770 12,292

Finance Costs 220 263 275

Total Expenses

OPERATING SURPLUS/(DEFICIT)

NET SURPLUS/(DEFICIT)

Changes in revaluation surplus - |,PP&E

Asset disposal and fair value adjustments 0 0 0
Amounts received specifically for new or upgraded assets 2,371 1,592 3,539
Physical assets received free of charge 0 0 270

Total Other Comprehensive Income

TOTAL COMPREHENSIVE INCOME

NB: Totals may not add due to rounding
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B. BUDGETED STATEMENT OF FINANCIAL POSITION

2024-2025
Budget

$('000)

2024-2025
LTFP

$(000)

2023-2024
Revised Budget
(March Quarter)

$(000)

ASSETS

Current Assets

Cash & Equivalent Assets 3279 1,214 5,675
Trade & Other Receivables 2,037 1,851 1,960
Inventories 577 569 574
Total Current Assets 5,893 3,634 8,209
Financial Assets 56 56 146
Infrastructure, Property, Plant & Equipment 316,359 321,283 312,199
Total Non-Current Assets 316,615 321,339 312,345
Total Assets 322,508 324,974 320,554
LIABILITIES

Current Liabilities

Trade & Other Payables 3,434 3,386 3,409
Borrowings 1,234 1,296 1,311
Provisions 2,290 2,290 2,290
Total Current Liabilities 6,958 6,972 7,010
Trade & Other Payables 202 202 246
Borrowings 3,698 3,578 4,932
Provisions 157 157 157
Total Non-Current Liabilities 4,057 3,937 5,335

Total Liabilities 1,015 10,909 12,345
NET ASSETS 311,493 314,064 308,209
EQUITY

Accumulated Surplus (217) (2,030) (3,067)
Asset Revaluation Reserve 306,409 311,233 306,409
Other Reserves 4,867 4,867 4,867
TOTAL EQUITY 311,493 314,064 308,209

NB: Totals may not add due to rounding
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C. BUDGETED STATEMENT OF CASH FLOWS

2024-2025
Budget

$('000)

2024-2025
LTFP

$('000)

2023-2024
Revised Budget

(March Quarter)
$('000)

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts

Rates receipts 31,668 30,215 28,304
Statutory charges 466 427 522
User charges 571 5,277 5572
Grants, subsidies, contributions (operating purpose) 2,723 3,683 3,476
Investment receipts 302 299 496
Reimbursements N4 149 224
Other income 71 70 73
Payments

Employee costs (12,247) (12,267) (M124)
Materials, contracts and other expenses (17,360) (17,089) (16,614)
Finance costs (220) (263) (275)

Net Cash provided by (or used in) Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES

Receipts

Grants utilised for capital purposes 3542 2,626 3344
Amounts specifically for new/upgraded assets 2,409 1,722 3,766
Sale of renewed/replaced assets 286 300 207
Sale of surplus assets - - 35
Repayments of loans by community groups 100 100 96
Payments

Expenditure on renewal/replacement of assets (15,637) (16,012) (10,737)
Expenditure on new/upgraded assets (3,014) (1,238) (9,267)

Net Cash Provided by (or used in) Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES

(12,314)

(12,502)

(12,544)

Receipts

Proceeds from borrowings 0 0 760
Payments

Repayments of borrowings (1,31) (1,369) (1,256)

Net Cash provided by (or used in) Financing Activities (1,311) (1,369) (496)
Net Increase/ (Decrease) in Cash held (2,397) (3,370) (2,386)
plus: cash and cash equivalents at beginning of period 5,676 4,584 8,061
Cash and cash equivalents at end of period 3,279 1,214 5,675

NB: Totals may not add due to rounding
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D. BUDGETED STATEMENT OF CHANGES IN EQUITY

2024-2025 2024-2025 2023-2024
Budget LTFP Revised Budget
(March Quarter)
$('000) $('000) $('000)
Balance at end of previous reporting period 308,209 308,204 304,142
Net surplus/(Deficit) for year 2,383 1,037 4,067
Gain (Loss) on revaluation of IPPE 4,824 -

Total Comprehensive Income

Equity - Balance at the end of reporting period

2,383

311,493

5,861

314,064

4,067

308,209

NB: Totals may not add due to rounding

E. BUDGETED UNIFORM PRESENTATION OF FINANCES

2024-2025 2024-2025 2023-2024
Budget LTFP Revised Budget
(March Quarter)

$('000) $('000) $('000)

Income

Rates 31,776 30,274 28,487

Statutory charges 465 427 491

User charges 5,726 5,285 5,320

Grants, subsidies and contributions — capital 3,550 2,570 2,832

Grants, subsidies and contributions — operating 2,744 3,700 3,306

Investment income 299 299 479

Reimbursements 123 148 203

Other income 151 151 151

Total Income 44,284 42,855 41,269

Expenses

Employee costs 12,321 12,330 11,201

Materials, contracts and other expenses 17,365 17,048 17,243

Depreciation, amortisation and impairment 14,006 13,770 12,292

Finance costs 220 263 275

Total Expenses

Operating Surplus/ (Deficit)

Timing adjustment for grant revenue

Net Outlays on Existing Assets

Capital expenditure on renewal and replacement of
existing assets

(15,637)

(16,012)

(10,731)
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E. BUDGETED UNIFORM PRESENTATION OF FINANCES

2024-2025 2024-2025 2023-2024
Budget LTFP Revised Budget
(March Quarter)

$('000) $('000) $('000)

Add back depreciation, amortisation and impairment 14,006 13,770 12,292

Add back proceeds from sale of replaced assets 286 300 207

(Net outlays) on existing assets (1,345) (1,942) 1,767

Net Outlays on New and Upgraded Assets

Capital expenditure on new and upgraded assets (3,014) (1,238) (9,261)

Add back amounts specifically for new and upgraded 2,409 1722 3766

assets

Add back proceeds from sale of surplus assets 0 0

(Net outlays) on new and upgrade assets (605) 483 (5,460)

Annual Net Impact to Financing Activities (surplus/

(1,038)

(2,013)

(3,435)

(deficit))

NB: Totals may not add due to rounding
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Enquiries concerning this advice should be addressed to:

Essential Services Commission
GPO Box 2605
Adelaide SA 5001

Telephone: (08) 8463 4444

Freecall: 1800 633 592 (SA and mobiles only)
E-mail: advice@escosa.sa.gov.au
Web: WWW.escosa.sa.gov.au

The Essential Services Commission is an independent statutory authority with functions in a range of essential

services including water, sewerage, electricity, gas, rail and maritime services, and also has a general advisory
function on economic matters. For more information, please visit www.escosa.sa.gov.au.
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Glossary of terms

ABS Australian Bureau of Statistics

AMP Asset management plan (also called an IAMP)

Commission Essential Services Commission, established under the Essential Services
Commission Act 2002

CPI Consumer Price Index (Adelaide, All Groups)

Council Yorke Peninsula Council

CWMS Community Wastewater Management System

ESC Act Essential Services Commission Act 2002

F&A Local Government Advice: Framework and Approach — Final Report

FTE Full Time Equivalent

IAMP Infrastructure and asset management plan (also called an AMP)

LG Act Local Government Act 1999

LGA SA Financial Indicators Paper Local Government Association of South Australia, Financial
Sustainability Information Paper 9 - Financial Indicators Revised May
2019

LGGC Local Government Grants Commission

LGPI Local Government Price Index

LTFP Long-term financial plan

Regulations Local Government (Financial Management) Requlations 2071

RBA Reserve Bank of Australia

SACES The South Australian Centre for Economic Studies

SEIFA Socio-Economic Indexes for Areas

SMP Strategic management plan

SG Superannuation Guarantee

The scheme or advice Local Government Advice Scheme
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1 The Commission’s key advice findings for the
Yorke Peninsula Council

The Essential Services Commission (Commission) finds the Yorke Peninsula Council's (Council's)
short-term financial position potentially unsustainable but notes that it has taken steps to achieve a
sustainable position in the medium to long-term. The Council's projected improvement to its financial
performance is reliant on the renewal of its asset stock and a period of service consolidation, at a
minimum, continued cost control, and further rate increases.

Acknowledging the Council's outlook, the Commission considers it would be appropriate for it to
undertake the following steps to ensure it budgets prudently and transparently, continues to manage its
cost base efficiently, renews its asset base to meet sustainable service levels, plans its asset needs
appropriately and constrains the extent of further rate increases:

Budgeting considerations

1. Continue to review its inflation forecasts in its budget and forward projections from 2023-24,
given the potential for higher short-term inflation outcomes, followed by a return to long-term
averages.

2. Consider including its most up to date long-term financial plan projections in its annual
business plan and budget to provide more transparency to the community about any changes
to forward projections, including rate projections, and the longer-term impacts of its short-term
decisions.

Continuing to provide evidence of ongoing cost efficiencies

3. Continue to monitor cost growth in its budgeting, where possible, including related to
employee expenses.

4. Continue its good practice of reporting any actual and projected cost savings in its annual
budget (and long-term financial plan, as appropriate), to provide evidence of constraining cost
growth and achieving efficiency across its operations and service delivery.

Refinements to asset management planning

5. Adhere to the principles underpinning its long-term financial plan projections to provide more
funding to the renewal of its assets, rather than prioritising initiatives which involve new or
upgraded infrastructure.

Containing rate levels

6. Review and consider limiting any further average rate increases above inflation, to help reduce
any emerging affordability risk in the community.

Local Government Advice: Yorke Peninsula Council

OFFICIAL

www.yorke.sa.gov.au Page 50



OFFICIAL

2 About the advice

The Essential Services Commission (Commission), South Australia’s independent economic regulator
and advisory body, has been given a role by the State Government to provide advice on material
changes proposed by local councils in relation to elements of their strategic management plans (SMPs)
and on the proposed revenue sources, including rates, which underpin those plans.!

One of the main purposes of the Local Government Advice Scheme (advice or the scheme) is to
support councils to make ‘financially sustainable’ decisions relating to their annual business plans and
budgets in the context of their long-term financial plans (LTFPs) and infrastructure and asset
management plans (IAMPs)? — both required as part of a council's SMP.2 Financial sustainability is
considered to encompass intergenerational equity,* as well as program (service level) and rates
stability in this context.® The other main purpose is for the Commission to consider ratepayer
contributions in the context of revenue sources, outlined in the LTFP.® In addition, the Commission has
discretion to provide advice on any other aspect of a council's LTFP or IAMP it considers appropriate,
having regard to the circumstances of that council.”

The first cycle of the scheme extends over four years from 2022-23 to 2025-26, and the Commission
has selected 15 councils for advice in the first scheme year (2022-23), including the Yorke Peninsula
Council (Council).

This report provides the Local Government Advice for the Yorke Peninsula Council in 2022-23.

The Council is obliged under the Local Government Act 1999 (LG Act) to publish this advice and its
response, if applicable, in its 2023-24 Annual Business Plan (including any draft Annual Business Plan)
and subsequent plans until the next cycle of the scheme.® It does not need to publish the attachment to
the advice (these will be available with the advice on the Commission’s website?), nor is it compelled
under the LG Act to follow the advice. The Commission thanks the Yorke Peninsula Council for
providing relevant information to assist the Commission in preparing this advice.

2.1 Summary of advice

In general, the Commission finds the Yorke Peninsula Council's short-term financial position potentially
unsustainable but notes that it has taken steps to achieve a sustainable position in the medium to long-
term, following a period of high operating deficits and spending on new capital initiatives. Historically,
the Council has demonstrated more effective cost constraint to reduce its deficits over time, but it has
also struggled to meet the ongoing renewal needs of its existing infrastructure base.'® This now
presents a backlog of deferred renewal and rehabilitation it needs to address in the future.

Amendments to the LG Act (s122(1c) to (Tk) and (9)) specify the responsibilities for the Commission and local
councils for the Local Government Scheme Advice. The Commission must provide advice to each council in
accordance with the matters outlined in s122(1e), (1f) and (19).

Commonly referred to as asset management plans.

3 The objectives of the advice with reference to a council's LTFP and IAMPs are presented under LG Act,
s122(19). LG Act s122(1) specifies the requirements of a council's SMP, including the LTFP and IAMPs.
‘Intergenerational equity’ relates to fairly sharing services and the revenue generated to fund the services
between current and future ratepayers.

Commission, Framework and Approach — Final Report, August 2022, pp. 2-3, available at
www.escosa.sa.gov.au/advice/advice-to-local-government.

5 LG Act s122(1)(a) and (1g)(a)(i).

7 LG Act s122(1f)(b) and (1g)(b).
8

9

LG Act s122(Th).
The Commission must publish its advice under LG Act s122(Ti)(a).
10 As recommended by its AMPs.
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The past rate increases above inflation, together with higher user charges income, have been necessary
to increase the Council's financial capacity to cover its operating and service sustainability
requirements.

Its forward projections from 2022-23 (in its LTFP) forecast an improving financial sustainability outlook
as a result of the forecast rate of operating revenue growth set to outpace expense growth but with:

» continued average rate increases below the Reserve Bank of Australia (RBA)-based forecast
inflation rate (and generally aligned with the Council's forecast inflation) although it has levied
an additional 1 percent per annum increase on primary production ratepayers, to help fund
upgrades to unsealed roads intersections due to heavy vehicle access

» continued cost constraint with lower average cost growth than it has experienced over the past
10 years (and half the rate of RBA-based forecast inflation), and

» low spending on new or upgraded capital works with higher asset spending on renewal and
rehabilitation capital works, including to partially address the accumulation of deferred
renewals over the next 10 years.

The Commission considers that the Council is demonstrating good practice regarding the formulation
of its financial projections in its LTFP, and transparency around its assumptions and directions,
including the ratepayer impact. It is also reporting genuine savings through operational efficiencies
achieved in its annual budget, and the Commission encourages it to continue this approach. However,
the Commission has identified an improvement opportunity in aligning the estimates (or explaining the
variances) in the LTFP and annual business plan.

The charts below of the Yorke Peninsula Council's past and projected operating surplus ratio, net
financial liabilities ratio, asset renewal funding ratio and average rate revenue per property, together
support these findings.

The 'heat map’ diagram over the page summarises the Commission’s findings with reference to
whether the Council has met the suggested Local Government Association (LGA) target ranges for the
three main financial sustainability indicators' and the level of cost control and affordability risk
identified for the Council over time.

Operating surplus ratio Net financial liabilities ratio

Budget type @Historical @FY22 Forecast Budget type @Historical @FY22 Forecast

10% pper targat 10% (LGA) 100% {Japar target 100% (LGA)
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Lower target 0% (LGA)
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2
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' The suggested LGA target range for the ratios are discussed in more detail in the attachment.
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Asset renewal funding ratio (renewal expenditure, gross) Average rates revenue per property

Budget type @Historical @FY22 Forecast Budget type @FY¥22 Forecast @Historical ®CPI (Adelaide)
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Summary of the Yorke Peninsula Council’s financial sustainability performance and the
Commission’s risk assessment

Financial sustainability Last 10 years from 2011-12 2021-22 Next 10 years from 2022-23 (Council
indicators: (Actual performance) estimate forecasts)

Operating surplus ratio | Ratio below target or Operating surpluses
(target 0-10%) | cumulative deficits ——— | target forecast within target
o

L ——
Net financial liabilities ratio | Ratio met historically ———— | Ratio below | Ratio projected within the target range
(target 0-100%) 0%
Asset renewal funding ratio Some years marginally below
(target 90-110%) or above target range
I

Cost control risk Low average growth in | Operating expenses per property
operating expense per | average growth of 1.4% p.a. to 2031-32
property (0.9% p.a) (below forecast CPlof 2.8%) ——— >

Affordability risk Rate revenue per property average
growth of 2.0% p.a. to 2031-32 (below

- Ratio outside suggested LGA target range or higher risk

Ratio close to suggested LGA target range or medium risk

- Ratio within suggested LGA target range or lower risk

2.2 Detailed advice findings

The next sections summarise the Commission’'s more detailed observations and advice findings
regarding the Yorke Peninsula Council’'s material changes to its 2022-23 plans (compared with the
previous year's plans), its financial sustainability (in the context of its long-term operating performance,
net financial liabilities, and asset renewals expenditure) and its current and projected rate levels.

In providing this advice, the Commission has followed the approach it previously explained in the
Framework and Approach — Final Report (F&A). The attachment explores these matters further.'?

2" The attachment will be available on the Commission’s website with the Advice.
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2.2.1  Advice on material plan amendments in 2022-23

The Yorke Peninsula Council's 2022-23 LTFP includes an improvement to its projected operating
performance, and increases to its projected capital expenditure estimates, compared with the 2021-22
forecasts,'® as follows:

» Animprovement in operating performance by $0.9 million or by 28 percent, resulting in the
Council bringing forward, by two years, its projected operating surplus to 2025-26. This is
mainly driven by a further 1.0 percentage point rates increase (in addition to the general rates
increase) applied to primary production ratepayers over the first five years of the 2022-23
LTFP.

» An additional $5.8 million (or 6 percent) for asset renewals, and an additional $0.5 million (or
28 percent) for new and upgrade capital works. Much of the increases are being driven by the
partial funding of the accumulation of deferred renewal expenditure, and the allocation of funds
for water and community wastewater management system asset upgrades, as identified in the
respective asset management plans (AMPs).

Targeting an earlier surplus, compared with its 2021-22 estimates, in part addresses the accumulation
of deferred renewal expenditure and accounts for the current inflationary environment.

The Council has adjusted its operating income and expense forecasts by lower amounts (both with
increases of 2 percent on 2021-22 estimates') compared to its adjusted inflation forecasts. Based on
updated inflation assumptions in its 2022-23 LTFP, an increase in its cost and revenue estimates by up
to 5 percent over the 2022-23 to 2030-31 forecast period,'® compared with the same estimates in its
2021-22 LTFP, could account for higher inflation forecasts.

It assumed Consumer Price Index (CPI) inflation increases of 2.5 percent in 2022-23 and 2023-24,
2.25 percent for the next two years and 2.0 percent annually from 2026-27. This is an upward revision
to its assumptions in its 2021-22 LTFP estimates (of average CPI growth of 1.45 percent annually).

The Council has factored several genuine savings into its LTFP projections, discussed in the operating
performance section below. However, its current inflation forecasts do present a risk to its cost and
income projections in the current inflationary environment. The RBA currently forecasts the CPI
(Australia-wide) to increase by 6.7 percent in the year to the June 2023 quarter and by 3.0 percent in
the year to June 2025. Thereafter, it is reasonable to anticipate a return to long-run averages (and
growth of 2.5 percent per annum from 2025-26, based on the midpoint of the RBA's 2 to 3 percent
target range).'®

The Commission notes that the Council’s stated assumptions for indexation in its 2022-23 LTFP are
transparent and based on its annual review of these forecasts, but notes that there is still uncertainty
around the assumptions. Notwithstanding the need for the Council to endeavour to find savings and
reduce any inflationary impact on its community, the Commission has found that it would be
appropriate for it to:

1. Continue to review its inflation forecasts in its budget and forward projections from 2023-24,
given the potential for higher short-term inflation outcomes, followed by a return to long-term
averages.

8 The overlapping forecast period in both LTFPs (2021-22 to 2030-31 and 2022-23 to 2031-32).

4 See footnote 13.

5 The set of nine years forecast in both the 2021-22 and 2022-23 LTFP projections.

6 RBA, Forecast Table - February 2023, available at
https://www.rba.gov.au/publications/smp/2023/feb/forecasts.html.
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The Yorke Peninsula Council adopted its annual business plan and budget in June 2022, two months
after it adopted its LTFP 2022-23 in April 2022. The Council proposed further material amendments to
its 2022-23 estimates for the financial year from those proposed in its LTFP, although the net changes
to estimates were relatively minor and its proposed rate increases did not change.'”

The Commission observes that the Council's LTFP identifies the risks to the financial estimates (due to
economic factors, for example) and that the annual business plan also includes its 2022-23 estimates
(from the LTFP) to show any further budget amendments to those estimates. In addition, there is no
current regulatory requirement for a council to publish its LTFP projections with its annual business
plan and budget.

However, many councils do coordinate their long-term financial projections with their annual budget
process, and it might be useful for the Yorke Peninsula Council to republish the 10-year financial
estimates with the adjusted annual budget estimate for 2022-23, particularly if the extent of revisions to
estimates in its annual business plan and budget are substantial. To this end, the Commission
considers that it would be appropriate for the Council to:

2. Consider including its most up to date long-term financial plan projections in its annual
business plan and budget to provide more transparency to the community about any changes
to forward projections, including rate projections, and the longer-term impacts of its short-term
decisions.

Additionally, the Council advised the Commission of material increases to its capital expenditure budget
and subsequent ‘carry overs' occurring outside of the Council's annual planning cycle. The Council
further advised that these ‘carry overs' were not incorporated into its 2022-23 budget initially because
the extent of grant funding and works deferrals was not known at that time. The Commission
encourages the Council to monitor these matters, and where required, ensure that the community is
consulted on material budget adjustments.

2.2.2  Advice on financial sustainability

Operating performance

The Yorke Peninsula Council has predominantly run operating deficits from 2011-12 to 2019-20, with
the operating surplus ratio'® averaging negative 5.2 percent over this period; however, in 2020-21, it
achieved an operating surplus of $3.1 million. In its forward projections, the operating surplus ratio is
not forecast to meet the suggested LGA target range (with a surplus) until 2025-26 (when it will be
0.1 percent).

One of the reasons for the persistent deficits is that the Council had a high deficit in 2011-12 (of

$3.3 million) and difficulty in meeting its operating capacity requirements at that time. This has taken
some time for it to rectify. Operating income growth averaged 4.9 percent per annum from 2011-12 to
2020-21, almost double the rate of operating expense growth (which was relatively conservative,
averaging 2.4 percent per annum).'® It has taken the Council until 2020-21 to generate a sustained
operating surplus (based on an average operating balance over three years).

Applies to ‘general rates and other’ revenue as per the annual business plan.

The operating surplus ratio is defined as: Operating Surplus (Deficit) + Total Operating Income. The general
target is to achieve, on average over time, an operating surplus ratio of between zero and 10 percent (Local
Government Association of South Australia, Financial Sustainability Information Paper 9 - Financial Indicators
Revised, May 2019 (LGA SA Financial Indicators Paper), p. 6).

Based on the compound average annual growth rate formula (which is the adopted approach to calculating
average annual growth rates throughout the Commission’s advice).
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Get in touch

Maitland Office
PO Box 57

8 Elizabeth Street
MAITLAND 5573

Maitland Office Minlaton Office
(Main Office) 18 Main Street

8 Elizabeth Street  MINLATON 5575
MAITLAND 5573

Yorketown Office
15 Edithburgh Road

YORKETOWN 5576



