Financial Sustainability

INFORMATION REQUIRED:

· How many councils currently prepare short-medium term (3-5 years) financial projections (forward estimates)?

· How many councils have recently developed any longer-term (10-20 years) financial projections?

· For those councils that have not prepared such projections, what plans are in place to develop such projections in time?

· For those councils that that do prepare or have prepared such projections, what do those projections imply about the council’s financial sustainability? What are the key assumptions which underlie the projections in terms of the key economic parameters such as population growth, wages growth and other sources of inflation?

SOME QUESTIONS FOR DISCUSSION:

· Is there general agreement with the Review Board’s proposed definition of ‘financial sustainability’? Have any dimensions been overlooked?

· Are the indicators nominated by the Review Board the most appropriate ones for the purpose of assessing the financial sustainability of councils in South Australia? Are there other indicators that should also play a role?

Recent Financial Position and Performance

INFORMATION REQUIRED:

· The Review Board has requested, from the SA Local Government Grants Commission, summaries of councils’ published balance sheets for:

(i) the SA local sector as a whole; and 

(ii) relevant sub-groups of councils, for at least the 5 years to 2003‑04.

· The Review Board has requested, from the SA Local Government Grants Commission, summaries of councils’ published operating statements (and cash flow statements) for:

(i) the SA local sector as a whole; and 

(ii) relevant sub-groups of councils, for at least the 5 years to 2003‑04.

Financial Governance 

INFORMATION REQUIRED:

· What role is assigned to financial governance within councils’ governance processes?

· How are the roles and responsibilities for financial governance currently allocated between the elected council and a council’s administration?

· What effects are the State Government’s accountability and strategic planning amendments to the Local Government Act likely to have on financial governance practices within councils?

· What is the expected timetable for the rollout of the SALGFMG’s long-term financial planning framework among councils in South Australia, and how might this be impacted by requirements enacted by the State Government?

SOME QUESTIONS FOR DISCUSSION:

· Does the LGA’s governance checklist need to be supplemented with references to financial governance? Likewise, what financial governance principles need to be added to the SALGFMG’s long-term financial planning framework?

Services

INFORMATION REQUIRED:

· Over the last five years or so, what has been the growth rate of spending in each of the main service areas: both in per capita terms and relative to inflation?

· How does the structure of spending on services differ between the types of councils? And the growth in spending for each of the main service areas?

· What has driven these trends? How much of the shift is due to councils’ own decisions, rather than being driven by other levels of government or changing economic circumstances?

· What types of cost increases have been outside the direct control of both councils and other levels of government (for example, increased insurance premiums)? 

· What rates of growth in spending on each of the main service areas is expected in future? What are the main explanatory factors? Are the ageing population or other compositional changes in the population key considerations?

· What sorts of strategies do councils have in place to accommodate changing service requirements and/or manage community expectations and demand for services?

· On a per unit basis, how do administrative (overhead) and service delivery costs move relative to CPI? Is there an alternate price index that better tracks such unit costs than the CPI?

SOME QUESTIONS FOR DISCUSSION:

· What scope exists for more systematic expenditure reviews at the council level to assist in the prioritising of council services?

· What would be the implications for local communities if councils were to say ‘no’ in the face of increasing community expectations or pressure to take on responsibilities previously held by other levels of government?

· What examples are there in South Australia of councils exiting the provision of lower value services, or systematically considering such an option?

· What policies and practices should be adopted at other levels of government to minimise ‘imposed standards creep’ or other forms of cost shifting?

· Is an IGA required to clarify the roles and responsibilities of different levels of government? Would it assist in determining service priorities across the levels of government? 

Infrastructure

INFORMATION REQUIRED:

· Over the last five years or so, what has been the growth rate of capital spending in each of the main service areas, both in per capita terms and relative to inflation?

· How much of any ‘underspending’ on infrastructure renewal is due to the lack of faith by councillors in reported depreciation, and how much is due to accommodating budgetary pressures?

· How does the structure and growth of infrastructure spending differ between the types of councils? 

· What are the main factors likely to affect spending on infrastructure in the future?

· What rates of growth in spending on each of the main types of infrastructure are expected in future? To what extent is the ageing population or other compositional changes in the population a key consideration?

· How does the condition of local infrastructure, and the extent of any maintenance backlog, differ between the types of councils?

· How does local government’s participation in State-wide initiatives such as the State Strategic Plan and the Transport Plan impact upon council decision-making regarding the upgrading and refurbishment of existing council infrastructure? What benefits do councils derive from participation in these State-wide plans which offset some of the associated costs?

SOME QUESTIONS FOR DISCUSSION:

· Is there scope for councils to take on more of a purchasing, and less of a provision, role with regard to infrastructure? In this regard, is greater private financing of local infrastructure a viable option? Are there impediments to the use of private financing at the local government level? 

Efficiency 

INFORMATION REQUIRED:

· What reforms aimed at increasing the efficiency of local government operations in South Australia have been the most successful? What examples are there of good practice in this regard at the individual council level?

· To what extent did council amalgamations undertaken during the 1990s in South Australia actually sustain the financial benefits claimed at the time? What factors may have been at work explaining any shortfalls?

· Do the existing performance measurement benchmarks yield appropriate indicators of council efficiency? 

· What initiatives are currently in train that are likely to continue to improve the efficiency of the SA local sector?

SOME QUESTIONS FOR DISCUSSION:

· To what extent have ‘sharing’ and ‘collaborative’ initiatives between councils over the last decade achieved their efficiency objectives? What examples are there of cooperative service provision, resource sharing, joint service delivery enterprises among SA councils? Is there evidence that parochialism and concern with one’s own turf remains an issue in the SA local sector?

· Could greater effort in these areas achieve results similar to the alternatives of direct management or further structural reform? How might this differ across different types of councils?

· What scope is there for further council amalgamations? Does the experience with amalgamations in the second half of the 1990s – in this State and (by contrast) in Victoria – provide any lessons for the future?

· Would additional or more formal inter-council and intergovernmental partnerships improve the efficiency of local government activities? 

· What incentives and mechanisms could be considered by the other levels of government to further encourage cooperative service provision, resource sharing, joint service delivery enterprises, boundary change and amalgamations?

Council Rates

INFORMATION REQUIRED:

· Over the last five years or so, what has been the growth rate of collections spending in each of the different types of rates: both relative to growth in the number of residences and relative to movements in inflation?

· How does the structure of rate collections differ between the types of councils?

· What has driven these trends? How much of the shift is councils’ own decisions, rather than being driven by other levels of government or changing economic circumstances?

· What is the amount of revenue foregone as a result of concessions, rebates and the like (sometimes referred to as ‘tax expenditures’)?

· What are the main additional/specific drivers of collections of rates revenue in future in addition to growth in the number of residences and CPI change?

· How are these additional drivers likely to affect rates revenue relative to growth in the number of residences and CPI change?

· How do such impacts (or the circumstances) differ between the different types of councils within South Australia?

SOME QUESTIONS FOR DISCUSSION:

· What are the main strategies available to councils to address ratepayer resistance to rates being increased faster than CPI in the event that councils consider that such increases are necessary?

· As concessions and exemptions are often not well targeted, to what extent could they be minimised in the local government context in favour of other forms of targeted assistance?

· What examples are there in the SA local sector of good practice ‘rating strategy’ – setting out the longer-term philosophy and framework within which the rating structure is to be established over the medium to long-term?

· Were further significant reforms to occur within the tax system, should local government in Australia be granted exclusive access to the property tax base? What problems currently arise for local government from its sharing of the property tax base with the States?

· Are there any additional tax bases beyond property that it might be appropriate to transfer to local government from the other levels of government?

Other Own-Source Revenue

INFORMATION REQUIRED:

· What is the current composition of other own-source revenues in the SA local sector, and how has that composition changed in recent times? How does the picture differ between different types of councils in South Australia?

· For each of the main types of own-source income (i.e., current revenues), how has the recent history of growth compared with: population growth, CPI change and related expenses growth?

· For each of the main types of capital revenue (excluding borrowing), how has the recent history of growth compared with related capital spending?

· For each of the main types of own-source income (i.e., current revenues), and within current and known policy, what are the main drivers of growth in addition to the growth in related expenses?

· For each of the main types of capital revenue (excluding borrowing), within current and known policy, what are the main drivers of growth in addition to the growth of related capital spending?

· What are the likely impacts of these additional drivers relative to the effect of the underlying growth in related spending levels?

· How might such impacts differ between the different types of councils within South Australia?

SOME QUESTIONS FOR DISCUSSION:

· What role might there be for new or different types of other own-source revenues in the SA local sector, e.g. additional user charges or levies?

· What effective limits are there on the extent to which local government can increase its cost recovery efforts? 

· How do the levels of council fees, charges and levies in South Australia compares with levels evident in other States or with the levels of any equivalents imposed by the State government?

Role of Borrowing and Debt Management

INFORMATION REQUIRED:

· What borrowing-related goals or targets are currently adopted by councils in South Australia?

· To what extent do SA councils currently manage their interest rate risk exposures by ensuring a balanced debt portfolio (and so a mix of short- versus long-term and fixed versus floating debt)? Or is the focus on minimising interest costs incurred in the annual budget? 

SOME QUESTIONS FOR DISCUSSION:

· What role should increased borrowing by councils play? To what extent is local government’s reluctance to borrow justified?

· What disciplines need to be placed on council borrowing to ensure that debt financing remains a legitimate and economically sound strategy for councils and does not eventually undermine financial sustainability?

Grants from Other Governments

INFORMATION REQUIRED:

· To what extent is the growth in FAGs expected to lag behind the growth in GSP or in council spending? 

· Should the Review Board assume that SPPs keep pace with FAGs?

SOME QUESTIONS FOR DISCUSSION:

· What changes to the FAGs escalation arrangements are most desirable?

· What role should the placing of conditions (‘conditionality’) play in future as part of the FAGs arrangements? Would tied financial assistance for infrastructure from the Commonwealth government be appropriate? To what extent might this compromise local councils’ own priorities for expenditure? 

· What are the costs and benefits to South Australia and individual councils within the State of the Hawker Committee’s ‘Commonwealth grants’ recommendations (recommendations 7, 9 and 16)?

· Are there merits in the argument that the SA government should be lifting its assistance of local government to at least levels evident in other States?









































































































































































































































































