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FINANCIAL SUSTAINABILITY INQUIRY

COUNCIL AND CEO CHECKLIST

This checklist has been prepared by the LGA to assist Council and its CEO to:

· assess progress against achieving the intent of the recommendations resulting from Local Government’s Independent Inquiry into the Financial Sustainability of SA Local Government that were endorsed at the LGA’s October 2005 AGM;

· determine the areas where further work is required to achieve the intent of the endorsed recommendations of the Inquiry.

Council is encouraged to complete/update the checklist on a regular basis to provide ongoing monitoring of its status, in relation to the issues identified, by using the ratings proposed and recording notes and areas for further work in the “comments” column.

It is also proposed that this checklist will form the basis of a survey of all Councils to be conducted by the LGA during September 2006; twelve months following the release of the Inquiry report.  The results of the survey will be incorporated into a report to be put to the LGA’s October 2006 AGM reporting on progress in supporting Councils to address recommendations endorsed by the sector.
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1.
Understanding the Financial Sustainability Inquiry Report and its Implications

This section of the checklist is designed to assist Council to:

· assess the degree to which it has undertaken work to understand the implications of the Inquiry Report’s recommendations, 

· gauge its input into the consideration of the report by the Local Government sector; and

· ascertain its own current and potential financial sustainability.

	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has considered the recommendations in the Inquiry report and its own report prepared by Access Economics (where obtained), with a view to adopting measures to address the recommendations and/or influencing the LGA responses to the report’s recommendations.
	
	
	
	

	Council was represented at the LGA’s 2006 March General Meeting where a sector-wide definition of “financial sustainability” was adopted for inclusion in the LGA’s policy manual.
	
	
	
	

	Council participated in the various workshops conducted by the LGA to discuss the Inquiry report recommendations and/or provide feedback on the LGA’s work program for addressing the Inquiry recommendations.
	
	
	
	

	Council has adopted (or proposes to adopt) financial sustainability, as defined at the LGA’s 2006 March AGM, as one of its key objectives.
	
	
	
	


	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has provided (or proposes to provide) information to its community and/or the media regarding the status of its “financial sustainability” including highlighting the challenges it is facing and/or the actions it is proposing to take.
	
	
	
	

	Where “indicators” of financial sustainability are adopted at a LGA General Meeting, Council will be prepared to establish targets for such indicators where appropriate and regularly report on them.
	
	
	
	


2.
Financial Management Skills Development of Council Members and Staff

This section of the Checklist is designed to assist Council to assess the degree to which it has undertaken activities to build the skills of Council Members and staff regarding their respective roles and responsibilities for financial governance and management.

	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has conducted (or arranged for its current Members to attend) a workshop/training session for to assist them to better understand:

· their roles and responsibilities in relation to financial management (including the need to recognise that, collectively, Members are accountable for the financial sustainability of their Council) ;

· how to interpret financial statements and financial information.
	
	
	
	

	Council includes (or proposes to include) in its induction program for new Council members information/training to assist the new Members understand: 

· their roles and responsibilities in relation to financial management;

· how to interpret financial statements and financial information.
	
	
	
	


	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has assessed (or proposes to assess) its financial management skills base within staff, identified training needs and taken steps to address these needs (e.g. recruitment, resource sharing, conducting training etc).
	
	
	
	


3.
Financial Information, Assessment and Governance

This section of the checklist will assist Council to assess its use of financial information and its adoption of financial governance practices.

	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has reviewed (or plans to review) its financial governance practices, including adopting policies in relation to issues such as:

· managing borrowings and financial assets;
· funding strategies for major categories of services;
· recognising and managing financial risks;
· the number and nature of services it will provide.
	
	
	
	

	Council has adopted (or has planned to adopt) a terms of reference and membership for its Audit Committee.
	
	
	
	


	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has reviewed (or has planned to review) its specification for the conduct of its annual audit.
	
	
	
	

	Council and/or its CEO has reviewed (or plans to review) its internal control mechanisms and identified areas of strength/improvement.
	
	
	
	

	Council has undertaken (or proposes to undertake) a financial risk assessment.
	
	
	
	

	Council has complied with (or will comply with) prudential management arrangements for current/proposed major projects where required under the Local Government Act.
	
	
	
	

	Council understands its obligations in relation to the conduct of an efficiency and economy audit, including situations where this type of audit is warranted. 
	
	
	
	


4.
Long Term Financial Management Plan

This section of the checklist will assist Council to assess the contents of its long term financial plan (or its degree of “readiness” to adopt the plan).  This is a new requirement of the Local Government Act and proposed, by the Office for State/Local Government Relations, to come into operation after 1 January 2007.

	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has adopted (or is working towards the adoption of) a Long Term Financial Management Plan.
	
	
	
	

	Council’s long-term financial plan links to its strategic plan objectives, service delivery requirements and annual business plan.
	
	
	
	

	Council’s long-term financial plan provides for the achievement of, at least, a break-even operating result within 5 years.
	
	
	
	

	Council’s long-term financial plan provides for a capital expenditure on the renewal or replacement of existing assets equal to that identified as required in its Infrastructure and Asset Management Plan within 5 years.
	
	
	
	


	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has adopted (or proposes to adopt) an appropriate target range for its net financial liabilities, taking into account:

· asset renewal and replacement needs identified in its Infrastructure and Asset Management Plan; and

· the level of net financial liabilities projected in its Long Term Financial Plan.
	
	
	
	

	Council’s long-term financial plan projects its rating requirements, predicted revenue  from grants, fees, fines and service charges etc.
	
	
	
	

	Council intends to publish, in its Long Term Financial Plan and in Annual Reports, current and projected information relating to key financial sustainability indicators and a comparison of actual values against benchmark values.
	
	
	
	

	Council supports the publication of sector wide comparative information and the development by the LGA of an appropriate format.
	
	
	
	


5.
Service Provision

This section of the checklist will assist Council to determine whether it has undertaken work that will assist it to determine the nature and number of services it will provide and the manner in which these services will be funded.

	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has an accurate picture of the costs associated to the delivery of individual services.
	
	
	
	

	Council has an accurate picture of its infrastructure/asset costs for renewal, maintenance etc relevant to the services it delivers (or proposes to deliver).
	
	
	
	

	Council has undertaken (or proposes to undertake) an assessment/review of the mix of services provided and funding mechanisms to determine whether this mix should continue.
	
	
	
	


	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has adopted (or plans to adopt) a service provision policy that will underpin its further decision making regarding:

· the services it will provide;

· the link between these services and its strategic plan, including financial management and asset management plans;

· funding approach (user pays, rates, government grants etc); 

· commitments to publish outcomes of service reviews/assessments;

and consulted (or proposes to consult) its community regarding this policy.
	
	
	
	

	Council has put in place (or plans to put in place) a process for the regular review of its services and the nature of their delivery.
	
	
	
	

	Council has comprehensively explored (or proposes to explore) options for resource sharing as an approach to more efficient service delivery and has identified those options it will pursue and the partners it will seek to engage with.
	
	
	
	


	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has published (or proposes to publish) the results of the outcomes of its service reviews and experience with efficiency initiatives.
	
	
	
	

	Council is using (or proposes to use) the cost indicators information produced by the Local Government Financial Management Group in collaboration with the ABS and the LGA to understand the real cost of delivering services in a Local Government setting.
	
	
	
	


6.
Infrastructure and Asset Management Plan

This section of the checklist will assist Council to assess its approach to asset/infrastructure management planning.

	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has adopted (or plans to adopt) an Asset/Infrastructure Policy that will assist it to make decisions regarding:

· maintenance programs, including quantifying renewal, replacement or backlog;

· procurement of new assets;

· recording of assets (asset register);

· valuation/revaluation of assets, including non-financial assets;

· distinguishing between capital expenditure for renewal, replacement and for new/upgraded assets;

· valuations and depreciation costs;

· and related matters.
	
	
	
	

	Council has consulted (or proposes to consult) its community regarding its Asset/Infrastructure Policy.
	
	
	
	

	Council has put in place (or proposes to put in place) mechanisms to prepare and adopt an Infrastructure and Asset Management Plan.
	
	
	
	


	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has adopted (or proposes to adopt) an independently verified valuation methodology for its non-financial assets which results in annual adjustments to the ‘fair value’ of infrastructure assets (thus avoiding the need for specific re-valuations every 5 years).
	
	
	
	

	Council ensures it records and reports its annual capital expenditure distinguishing between the renewal or replacement of existing assets and acquiring new assets or upgrading existing assets. 
	
	
	
	

	Council has ascertained (or proposes to ascertain) its skill requirements in relation to asset management and planning and has (or proposes to have) a strategy in place to address areas where skills development is required.
	
	
	
	


7.
Annual Planning, Budgeting and Rating

This section of the checklist will assist Council to ascertain its “readiness” to consult with its community regarding its budget and rating decisions on an annual basis and other related matters.

	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has analysed (or proposes to analyse) its budget inputs to be able to present its budget proposals to the community on a “no policy change/policy change” format. 
	
	
	
	

	Council has considered (or proposes to consider) the “Local Government Price Index” prepared by the Local Government Financial Management Group in co-operation with the LGA and the ABS to better estimate the real costs of the provision of Council services.
	
	
	
	

	Council has considered (or proposes to consider) a range of indicators of capacity to pay including Average Weekly Earnings in assessing its budget and rates decisions.
	
	
	
	

	Council has (or proposes to have) a communications plan to inform its ratepayers of the percentage of its revenue (including rates) spent on the various services it provides, including administration.
	
	
	
	


	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has developed and implemented (or proposes to develop and implement) a communication plan to inform its community about any infrastructure backlog, services issues and rating proposals, including mechanisms for the community to have input, prior to the setting of the budget.
	
	
	
	

	Council’s financial reporting includes (or is proposing to include) detail on such issues as:

· factors affecting the capacity of individual ratepayers to bear increases in their per-property rates bill;

· tax expenditures;

· rating exemptions for government properties or concessions for properties that result from government policy;

the proportion of their total expenditures due to State Government policy/regulation.
	
	
	
	

	Council has scheduled (or proposes to schedule) information sessions for its Council Members to assist them to understand the full range of rating and rating concession options available in the Local Government Act.
	
	
	
	


	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has (or proposes to have) up to date property valuation, demographic and socio-economic information and a system in place to “test” various rating models to understand the impact of potential changes in rating methods and quantums on all segments of its community.
	
	
	
	

	Council has considered (or is considering) adopting a rate cap in order to slow the impact of uneven valuation growth, recognising the impact on other ratepayers.
	
	
	
	

	Council has prepared (or proposes to prepare) its annual budget based on the requirements of its long term financial plan supported by its infrastructure and asset management plan. 
	
	
	
	


8.
Financial Reporting

This section of the checklist will assist Council to assess its approach to financial reporting to the community.

	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has adopted (or proposes to adopt) a policy regarding its financial reporting responsibilities to the community.
	
	
	
	


	Issues
	Status
	Comments

	
	Yes
	In Progress
	No
	

	Council has consulted (or proposes to consult) the community about this policy.
	
	
	
	

	Council ensures its internal financial reporting is consistent with external reporting requirements.
	
	
	
	

	Council’s annual financial statements reference (or will reference) its future infrastructure renewal/replacement program as set out in its Infrastructure and Asset Management Plan.
	
	
	
	

	Council has endorsed (or proposes to endorse) that its financial statements will be prepared in the format of the new model financial statements and notes for SA Local Government.
	
	
	
	

	Council has endorsed (or proposes to endorse) that its budget papers and reports on financial outcomes will include a summary statement in the format as agreed at the LGA’s General Meeting in March 2006.
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