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FINANCIAL SUSTAINABILITY SURVEY 2006 
FINAL REPORT 

 
Introduction 
 
In August 2005 the Independent Inquiry into the Financial Sustainability of Local Government 
delivered the report of its findings which included 62 recommendations aimed at improving the 
financial sustainability of Local Government.  These recommendations were directed at the LGA, 
Councils and the State Government and provided a framework for joint work between these bodies. 
 
The impact of the Inquiry has been to highlight a number of issues that all Councils should address.  
Recent amendments to the Local Government Act which came into effect in early 2007 have picked 
up on some of the recommendations and have provided a legislative imperative for meeting their 
intent. 
 
Of course the issues raised through the Inquiry were not entirely new to all Councils.  Many had been 
addressing these for some time including undertaking works in line with the recommendations. 
 
However these reforms come at a cost to Councils.  The LGA is aware that many Councils, in 
particular the small and less well resourced, do not have the capacity to address these issues in 
isolation.  Many do not have the level of funding and human resources or access to skills and training 
to support such a major reform agenda.  Furthermore it is not expected that all Councils will be in a 
position to address all reforms overnight.  The reform agenda will proceed over a number of years with 
benefits to Councils accruing progressively. 
 
In support of the work undertaken by individual Councils to date and recognising the need to assist all 
Councils and to co-ordinate the work of the sector, the LGA has initiated an extensive financial 
sustainability work program.  The program aims to assist Councils to meet both the changes required 
by the amended legislation and the intent of the Inquiry’s recommendations. 
 
In order to assist Councils to monitor their own progress in meeting the intent of the Inquiry’s 
recommendations the LGA released, in August 2006, a Council and CEO’s Checklist which identified 
key topic areas covered by the Inquiry’s recommendations.  This checklist was provided for Council’s 
own internal use 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. 

 
Councils were encouraged to complete/update the checklist on a regular basis to provide ongoing 
monitoring of its status, in relation to the issues identified. 
 
The circulation of the checklist also foreshadowed that it would 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, and that the survey results would be made available to the sector.  This paper 
presents the final results of that survey. 
 
As a result of work undertaken through the financial sustainability work program a number of reports, 
guides, templates and other resources have been made available to Councils.  This work program will 
continue through 2007 and beyond. 
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Discussion 
 
The findings and conclusions contained in this report are based on a 100 per cent response by 
Councils to the survey.  The results have been presented on a sector wide basis and with a distinction 
between metropolitan and country Councils.  The complete survey results are included in Appendix A 
in a presentation format that follows the questionnaire layout. 
 
The report has been structured in the eight topic areas covered by the survey questionnaire and 
presents key findings for the issues included in each topic area.  A selection of topics has been 
highlighted by presenting the findings in graphs while other findings are presented as dot points. 
 
Councils wanting further analyses of the survey data should contact Bill Furse at the LGA on 8224 
2036 or bill.furse@lga.sa.gov.au. 
 
1. Understanding the Financial Sustainability Inqui ry Report and its Implications 
 
This topic deals with: 

- the degree to which Councils have undertaken (or propose to undertake) work to understand 
the implications of the Inquiry Report’s recommendations; 

- Councils' input into the consideration of the report by the Local Government sector; and 
- Councils' current and potential financial sustainability. 

 
Findings 
 

·  Since its release in August 2005 around 80% of Councils have considered, or are 
considering, the Inquiry report with a view to adopting measures to address its 
recommendations.  Around 95% of Councils participated in the workshops held to discuss 
the Inquiry’s recommendations. 

 
·  Around two thirds of Councils have provided information to their communities regarding their 

financial sustainability and the actions they intend to take in response to the Inquiry’s 
findings. 

 
·  In excess of 70% of all Councils have now adopted, or are currently in the process of 

adopting, financial sustainability as defined at the LGA’s March 2006 General Meeting as 
one of their key financial objectives (see Graph 1 overleaf). 
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Graph 1: Council has adopted financial sustainabili ty, as defined at the LGA’s 2006 March AGM, as 

one of its key objectives. 
 
 

           
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          

Key: 1: No (or not undertaken/commenced) 4: Developed, not adopted by Council  
 2: Planned in next 12 months  5: Yes (or completed)   
 3: In progress (or under development) 6: Unknown    

          

 Key> 1 2 3 4 5 6  

 Metro  0.0% 11.1% 33.3% 5.6% 50.0% 0.0%   

 Rural  8.0% 26.0% 26.0% 10.0% 30.0% 0.0%   

 All Councils  5.9% 22.1% 27.9% 8.8% 35.3% 0.0%   
                    

 
·  Nearly two thirds of Councils have already resolved that they will establish targets against the 

indicators adopted by the LGA and annually report against these (see Graph 2 overleaf). 
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Graph 2: Where “indicators” of financial sustainabi lity are adopted at a LGA General Meeting, 

Council will be prepared to establish targets for s uch indicators where appropriate and 
regularly report on them. 

           
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          

Key: 1: No (or not undertaken/commenced) 4: Developed, not adopted by Council  
 2: Planned in next 12 months  5: Yes (or completed)   
 3: In progress (or under development) 6: Unknown    

          

 Key> 1 2 3 4 5 6  

 Metro  0.0% 0.0% 16.7% 5.6% 72.2% 5.6%   

 Rural  2.0% 12.0% 8.0% 4.0% 58.0% 16.0%   

 All Councils  1.5% 8.8% 10.3% 4.4% 61.8% 13.2%   
 
Financial Sustainability Initiatives to Date 
 
A definition of financial sustainability for South Australian Local Government was adopted at the LGA’s 
March 2006 General Meeting. 
 
The SA Local Government Financial Management Group has recently finalised its work on the 
development of a set of indicators of financial sustainability and these have been circulated to 
Councils via LGA Financial Sustainability Information Paper 9:  Local Government Financial 
Indicators.  These indicators will be subject to further consultation with Councils.  It is proposed that a 
set of indicators will be put to the LGA’s April 2007 General Meeting for endorsement.  Councils will be 
encouraged to report regularly against these indicators.  A further LGA Information Paper will deal with 
the topic of establishing targets for these Local Government financial indicators. 
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The recently released set of model 2006 financial statements and notes for SA Local Government and 
the revised long term financial planning model (currently under development) will provide data for both 
the current reporting period and future periods in the format of the adopted financial sustainability 
indicators. 
 
2. Financial Management Skills Development of Counc il Members and Staff 
 
This topic addresses the degree to which Councils have undertaken (or propose to undertake) 
activities to build the skills of Council Members and staff regarding their respective roles and 
responsibilities for financial governance and management. 
 
Findings 

·  Less than one third of Councils have already implemented Council Member training around 
the issues relating to financial sustainability however more than a further 60% are 
progressing or planning to implement training measures (see Graph 3). 

 
Graph 3: Council has conducted a workshop/training session to assist Council Members to better 

understand: 
- their roles and responsibilities in relation to f inancial management (including the 

need to recognise that, collectively, Members are a ccountable for the financial 
sustainability of their Council); 

- how to interpret financial statements and financi al information. 
 

           
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          

Key: 1: No (or not undertaken/commenced) 4: Developed, not adopted by Council  
 2: Planned in next 12 months  5: Yes (or completed)   
 3: In progress (or under development) 6: Unknown    

          

 Key> 1 2 3 4 5 6  

 Metro  5.6% 16.7% 27.8% 0.0% 50.0% 0.0%   

 Rural  12.0% 58.0% 8.0% 2.0% 20.0% 0.0%   

 All Councils  10.3% 47.1% 13.2% 1.5% 27.9% 0.0%   
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·  More than 80% of Councils have assessed, are in the process of assessing or planning in 

the next 12 months to assess, the financial management skills base of their staff and plan to 
implement measures to address skills shortfalls (see Graph 4). 

 
Graph 4: Council has assessed its financial managem ent skills base within staff, identified training 

needs and taken steps to address these needs (e.g. recruitment, resource sharing, 
conducting training etc). 

 
 

           
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          

Key: 1: No (or not undertaken/commenced) 4: Developed, not adopted by Council  
 2: Planned in next 12 months  5: Yes (or completed)   
 3: In progress (or under development) 6: Unknown    

          

 Key> 1 2 3 4 5 6  

 Metro  0.0% 11.1% 22.2% 0.0% 66.7% 0.0%   

 Rural  16.0% 28.0% 16.0% 4.0% 36.0% 0.0%   

 All Councils  11.8% 23.5% 17.6% 2.9% 44.1% 0.0%   
 
Financial Sustainability Initiatives to Date 
 
The LGA will be implementing an extensive training, information and support program for both Council 
Members and staff through 2007.  The program will address the financial sustainability reform 
elements raised by the Inquiry’s findings. 
 
3. Financial Information, Assessment and Governance  
 
This topic explores Councils' use (or proposed use) of financial information and their adoption of 
financial governance practices.  In response to the Inquiry’s findings many Councils have reviewed, or 
are reviewing, their financial governance practices.    Recent amendments to the Local Government 
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Act require all Councils to have an audit committee (and specify the composition and functions of 
these committees) and provide specific criteria regarding the appointment of auditors and their term of 
office. 
 
Findings 

·  Around 14% of Councils have already reviewed their financial governance practices following 
the release of the Inquiry’s report.  More than 70% are currently reviewing their governance 
practices or plan to do so in the next 12 months. 

·  Around 50% of Councils have reviewed their internal control mechanisms and identified 
areas of strength/improvement however only 20% have undertaken or completed a financial 
risk assessment. 

·  More than 70% of Councils have complied with the prudential management arrangements for 
current/proposed major projects where required under the Local Government Act. 

·  Less than 40% of Councils indicated an understanding of their obligations in relation to 
efficiency and economy audits. 

·  Around 15% of Councils have currently adopted a terms of reference and membership for 
their audit committees with a further more than 70% currently in the process of establishing 
their audit committees or planning to do so in the next twelve months (see Graph 5). 

 
Graph 5: Council has adopted a terms of reference a nd membership for its Audit Committee. 
 

           
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          

Key: 1: No (or not undertaken/commenced) 4: Developed, not adopted by Council  
 2: Planned in next 12 months  5: Yes (or completed)   
 3: In progress (or under development) 6: Unknown    

          

 Key> 1 2 3 4 5 6  

 Metro  5.6% 27.8% 38.9% 0.0% 27.8% 0.0%   

 Rural  16.0% 52.0% 18.0% 6.0% 8.0% 0.0%   

 All Councils  13.2% 45.6% 23.5% 4.4% 13.2% 0.0%   
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·  More than 20% of Councils have recently reviewed their specification for the conduct of their 
annual audit and a further 50% are currently reviewing their specification or intend to do so in 
the next 12 months (see Graph 6). 

 
Graph 6: Council has reviewed its specification for  the conduct of its annual audit. 
 
 

           
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          

Key: 1: No (or not undertaken/commenced) 4: Developed, not adopted by Council  
 2: Planned in next 12 months  5: Yes (or completed)   
 3: In progress (or under development) 6: Unknown    

          

 Key> 1 2 3 4 5 6  

 Metro  11.1% 27.8% 11.1% 5.6% 44.4% 0.0%   

 Rural  30.0% 38.0% 16.0% 2.0% 12.0% 2.0%   

 All Councils  25.0% 35.3% 14.7% 2.9% 20.6% 1.5%   
 
Financial Sustainability Initiatives to Date 
 
The LGA has recently released financial sustainability information papers dealing with audit 
committees (including a “Model Terms of Reference for Audit Committees”), external audit (including a 
“Draft Specification for Audits in Local Government”) and efficiency and economy audits. 
 
4. Long-term Financial Management Plan 
 
This topic area assesses the status of Councils' long-term financial plans.  This new requirement of 
the Local Government Act came into operation in early 2007. 
 
Financial plans link to a Council’s strategic plan objectives, service delivery requirements and annual 
business plans.  Councils’ long-term financial plans should provide for a level of capital expenditure on 
the renewal or replacement of existing assets equal to that identified as required in their infrastructure 
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and asset management plans and the achievement of, at least, a break-even operating result within 5 
years.  The plans should set out the target range for financial liabilities adopted by Council, rating 
requirements and predicted revenues and provide data for reporting against the key financial 
indicators adopted by the sector. 
 
Findings 
 

·  Almost 40% of Councils have developed a long-term financial management plan.  The 
remaining Councils are currently developing a plan or propose to do so in the next 12 months. 

 
 
Graph 7: Council has adopted a Long-term Financial Management Plan. 
 
 

           
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          

Key: 1: No (or not undertaken/commenced) 4: Developed, not adopted by Council  
 2: Planned in next 12 months  5: Yes (or completed)   
 3: In progress (or under development) 6: Unknown    

          

 Key> 1 2 3 4 5 6  

 Metro  0.0% 11.1% 11.1% 5.6% 72.2% 0.0%   

 Rural  0.0% 38.0% 42.0% 4.0% 16.0% 0.0%   

 All Councils  0.0% 30.9% 33.8% 4.4% 30.9% 0.0%   
 
Financial Sustainability Initiatives to Date 
 
The LGA has recently released infrastructure and asset management planning templates and 
information papers and is currently working with the Financial Management Group to update and re-
release the Long-term Financial Planning Model for use by Councils. 
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5. Service Provision 
 
This topic examines the extent to which Councils have undertaken (or propose to undertake) work that 
will assist them to determine the nature and number of services they will provide and the manner in 
which these services will be funded. 
 
Findings 
 

·  Only 5% of Councils have currently adopted policies that underpin their service provision 
although a further 60% are currently progressing the adoption of these policies or plan to do so 
in the next 12 months (see Graph 8). 

 
Graph 8: Council has adopted a service provision po licy 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 gr ants etc); 
- commitments to publish outcomes of service review s/assessments; 
and consulted its community regarding this policy. 

 
 

           
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          

Key: 1: No (or not undertaken/commenced) 4: Developed, not adopted by Council  
 2: Planned in next 12 months  5: Yes (or completed)   
 3: In progress (or under development) 6: Unknown    

          

 Key> 1 2 3 4 5 6  

 Metro  27.8% 22.2% 44.4% 0.0% 5.6% 0.0%   

 Rural  40.0% 34.0% 22.0% 0.0% 4.0% 0.0%   

 All Councils  36.8% 30.9% 27.9% 0.0% 4.4% 0.0%   
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·  Almost 60% of Councils indicate that they have an accurate picture of the costs associated 
with the delivery of individual services although this drops to 25% in relation to 
infrastructure/asset costs for renewal, maintenance etc.  Only 25% of Councils indicate 
currently using the cost indicators information produced by the Local Government Financial 
Management Group in collaboration with the ABS and the LGA despite approximately 55% of 
Councils indicating that they have considered this index (see Graph 11 under “7.  Annual 
Planning, Budgeting and Rating”). 

 
·  More than 20% of Councils have undertaken an assessment/review of the mix of services they 

provide and funding mechanisms to determine whether this mix should continue however a 
further 55% indicate that they are currently progressing this or intend to in the next 12 months.  
Around 25% of Councils indicate that they have a process in place for the regular review of the 
services they provide and the way in which they are delivered. 

 
·  Approximately 40% of Councils report that they have explored options for resource sharing 

with other Councils with a further more than 50% indicating that they are currently progressing 
this or plan to do so in the next 12 months.  However the majority of Councils report not 
sharing their experiences with other Councils through the publication of the outcomes of 
service reviews and experience with efficiency initiatives. 

 
Financial Sustainability Initiatives to Date 
 
The LGA’s Information Paper 7: Service Delivery Framework including the Role of Shared Services 
has been prepared as part of its financial sustainability program and identifies a range of strategies for 
the delivery of services by Councils through shared or collaborative arrangements.  There are already 
a number of areas where Councils are collaborating in providing services to the community and 
sharing resources however to date there has been no comprehensive sector-wide research 
undertaken to capture the examples of what is currently occurring, the nature of savings being 
achieved and opportunities to enhance collaborative service delivery.  The LGA has recently 
undertaken a survey of Councils to capture information regarding the number and nature of services 
that Councils are currently collaborating on and to identify the structural arrangements for the joint 
delivery of services.  The information gained from this survey will be reported back to Councils along 
with recommendations for areas where opportunities might exist to enhance collaborative activities. 
 
6. Infrastructure and Asset Management Plan 
 
This topic examines Councils' approaches (or proposed approaches) to asset/infrastructure 
management planning. 
 
Recent amendments to the Local Government Act will require all Councils to develop and adopt 
infrastructure and asset management plans covering a period of at least 10 years.  In addition 
Councils will be required to adopt long term financial management plans also covering a period of at 
least 10 years. Both of these plans will form part of Councils’ strategic management plans. There is 
clearly a direct link between the development and implementation of Councils’ asset and long-term 
financial plans. 
 
Findings 
 

·  Less than 20% of Councils currently indicate that they have developed an asset/infrastructure 
policy to guide decision making although more than 70% indicate that they are currently in the 
process of preparing a policy or plan to do so in the next 12 months (see Graph 9 overleaf). 
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Graph 9: Council has adopted an Asset/Infrastructur e Policy that will assist it to make decisions 
 regarding: 

- maintenance programs, including quantifying renew al, replacement or backlog; 
- procurement of new assets; 
- recording of assets (asset register); 
- valuation/revaluation of assets, including non-fi nancial assets; 
- distinguishing between capital expenditure for re newal, replacement and for 

new/upgraded assets; 
- valuations and depreciation costs; 
- and related matters. 

 
 

           
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          

Key: 1: No (or not undertaken/commenced) 4: Developed, not adopted by Council  
 2: Planned in next 12 months  5: Yes (or completed)   
 3: In progress (or under development) 6: Unknown    

          

 Key> 1 2 3 4 5 6  

 Metro  0.0% 22.2% 44.4% 0.0% 33.3% 0.0%   

 Rural  12.0% 44.0% 34.0% 6.0% 4.0% 0.0%   

 All Councils  8.8% 38.2% 36.8% 4.4% 11.8% 0.0%   
 

·  Less than 30% of Councils currently report having put in place mechanisms to prepare and 
adopt an infrastructure and asset management plan with a further 70% indicating that this is 
currently in progress or planned for the next 12 months (see Graph 10 overleaf). 
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Graph 10: Council has put in place mechanisms to pr epare and adopt an Infrastructure and Asset 
Management Plan. 

 
 

           
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          

Key: 1: No (or not undertaken/commenced) 4: Developed, not adopted by Council  
 2: Planned in next 12 months  5: Yes (or completed)   
 3: In progress (or under development) 6: Unknown    

          

 Key> 1 2 3 4 5 6  

 Metro  0.0% 11.1% 44.4% 0.0% 44.4% 0.0%   

 Rural  4.0% 36.0% 36.0% 2.0% 22.0% 0.0%   

 All Councils  2.9% 29.4% 38.2% 1.5% 27.9% 0.0%   
 

·  Almost 50% of Councils have adopted, or are currently progressing the development of, an 
independently verified valuation methodology for their non-financial assets which results in 
annual adjustments to the “fair value” of infrastructure assets.  More than 60% of Councils 
indicate that they distinguish, or are setting processes in place to distinguish, between the 
renewal or replacement of existing assets and acquiring new assets or upgrading existing 
assets, when recording and reporting annual capital expenditure. 

 
·  More than 85% of Councils are addressing, or planning to address, areas where skills 

development in relation to asset management is required. 
 
Financial Sustainability Initiatives to Date 
 
Most Councils have been aware of the work being undertaken by the LGA on the development of 
templates and other resources to assist them in preparing their infrastructure and asset management 
plans and have awaited the release of these resources before progressing too far down the path of 
development of their plans.  These templates and other resources have now been released to 
Councils and will be underpinned by an extensive training and support program through 2007.  The 
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program will involve information and awareness raising presentations for Council Members and senior 
staff, officer training in the use of the templates, peer and professional support workshops and one-to-
one assistance in some Councils. 
 
7. Annual Planning, Budgeting and Rating 
 
This topic examines the extent of Councils' consultation (or proposed consultation) with their 
communities regarding their budget and rating decisions on an annual basis and other related matters. 
 
Findings 

·  Around 55% of Councils have considered 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 real costs of their services (see Graph 11), although only 25% of Councils 
indicate currently using this index (see second dot point under “5.  Service Provision”). 

 
Graph 11: Council has considered the “Local Governm ent Price Index” prepared by the Local 

Government Financial Management Group in co-operati on with the LGA and the ABS to 
better estimate the real costs of the provision of Council services. 

 
 

           
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          

Key: 1: No (or not undertaken/commenced) 4: Developed, not adopted by Council  
 2: Planned in next 12 months  5: Yes (or completed)   
 3: In progress (or under development) 6: Unknown    

          

 Key> 1 2 3 4 5 6  

 Metro  5.6% 16.7% 5.6% 0.0% 72.2% 0.0%   

 Rural  28.0% 18.0% 4.0% 0.0% 50.0% 0.0%   

 All Councils  22.1% 17.6% 4.4% 0.0% 55.9% 0.0%   
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·  Around 45% have considered capacity to pay indicators such as Average Weekly Earnings 
when assessing their budget and rates decisions. 

 
·  Approximately 65% of Councils use up to date property valuation, demographic and socio-

economic information to test the impacts of various rating models and around 60% have 
adopted a rate cap. 

 
·  Nearly 50% of Councils have scheduled information sessions for Council Members to assist 

them to understand the full range of rating and rating concession options available in the Local 
Government Act. 

 
·  More than three quarters of Councils have communication plans to inform ratepayers of the 

proportions or their total revenue spent on the various services they provide.  However this 
percentage falls to less than 43% when responding to communication strategies with 
communities about infrastructure backlogs, services issues and rating proposals. 

 
·  Less than 25% of Councils include details in their financial reports on issues such as capacity 

to bear rates increases, taxation expenditures, government property exemptions and 
concessions or expenditures due to government policy or regulation in their financial reporting 
(see Graph 12). 

 
Graph 12: Council’s financial reporting includes de tail on such issues as: 

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

- tax expenditures; 
- rating exemptions for government properties or co ncessions for properties that 

result from government policy; 
- the proportion of their total expenditures due to  State Government policy/regulation. 

 
           

          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          
          

Key: 1: No (or not undertaken/commenced) 4: Developed, not adopted by Council  
 2: Planned in next 12 months  5: Yes (or completed)   
 3: In progress (or under development) 6: Unknown    
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 Key> 1 2 3 4 5 6  

 Metro  16.7% 16.7% 33.3% 5.6% 27.8% 0.0%   

 Rural  42.0% 20.0% 14.0% 2.0% 20.0% 2.0%   

 All Councils  35.3% 19.1% 19.1% 2.9% 22.1% 1.5%   
 

·  Around 32% of Councils report that they have prepared their annual budgets based on the 
requirements of their long term financial plans supported by their infrastructure and asset 
management plans.  A further 55% indicate that they are currently progressing the preparation 
of their annual budgets in this manner or plan to do so in the next 12 months. 

 
·  Around 35% of Councils have not yet given consideration to the presentation of their budget 

proposals to the community on a ‘no policy change/policy change’ format.  The LGA intends to 
release an information paper or other resources to assist Councils to prepare such budget 
proposals. 

 
Financial Sustainability Initiatives to Date 
 
The Local Government Financial Management Group, in co-operation with the LGA and the ABS, has 
completed work on the development of a “Local Government Price Index” to assist Councils to better 
estimate real costs of their services. 
 
8. Financial Reporting 
 
This topic examines Councils' approaches (or proposed approaches) to financial reporting to the 
community. 
 
Findings 
 

·  The majority of Councils have neither adopted policies regarding their financial reporting 
responsibilities to their communities nor consulted with their communities about these. 

 
·  Nearly 70% of Councils ensure that their internal financial reporting is consistent with external 

reporting requirements. 
 

·  Only 5% of Councils indicate that their annual financial statements currently reference their 
future infrastructure renewal/replacement program as set out in their infrastructure and asset 
management plan. 

 
·  The LGA has recently released a set of model 2006 financial statements and notes for use by 

Councils for their annual financial reports.  Nearly 40% of Councils have supported preparing 
their financial statements in this format, with another more than 45% currently progressing or 
planning to do so in the next 12 months (see Graph 13). 
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Graph 13: Council has endorsed that its financial s tatements will be prepared in the 
format of the new model financial statements and no tes for SA Local 
Government.  

 
          
         
         
         
         
         
         
         
         
         
         
         
         
         
         
         
         
         
         
         
         
         
Key: 1: No (or not undertaken/commenced) 4: Developed, not adopted by Council 

 2: Planned in next 12 months  5: Yes (or completed)   
 3: In progress (or under development) 6: Unknown    

          

 Key> 1 2 3 4 5 6   

 Metro  14.3% 21.4% 28.6% 14.3% 21.4% 0.0%   

 Country  21.4% 14.3% 14.3% 9.5% 40.5% 0.0%   

 All Councils  19.6% 16.1% 17.9% 10.7% 35.7% 0.0%   

 
·  Around 30% of Councils have endorsed that their budget papers and reports will include a 

summary statement in the format agreed at the LGA’s General Meeting in March 2006 while a 
further more than 40% are progressing or planning to do so in the next 12 months (see Graph 
14 overleaf). 
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Graph 14: Council has endorsed that its budget pape rs and reports on financial 
outcomes will include a summary statement in the fo rmat as agreed at 
the LGA’s General Meeting in March 2006.  

 
          
         
         
         
         
         
         
         
         
         
         
         
         
         
         
         
         
         
         
         
         
         
Key: 1: No (or not undertaken/commenced) 4: Developed, not adopted by Council 

 2: Planned in next 12 months  5: Yes (or completed)   
 3: In progress (or under development) 6: Unknown    

          

 Key> 1 2 3 4 5 6   

 Metro  14.3% 14.3% 14.3% 7.1% 35.7% 14.3%   

 Country  23.8% 21.4% 19.0% 2.4% 31.0% 2.4%   

 All Councils  21.4% 19.6% 17.9% 3.6% 32.1% 5.4%   

 
Financial Sustainability Initiatives to Date 
 
At the LGA’s March 2006 General Meeting the sector adopted a summary budget statement against 
which Councils would report annually. 
 
The LGA has recently released a set of model 2006 financial statements and notes for use by 
Councils for their annual financial reports.  Work is continuing to further develop these with a set of 
2007 statements and notes expected to be available in April 2007. 
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Conclusions 
 
While the Inquiry into the Financial Sustainability of Local Government was not the starting point of 
work by Councils to improve their financial sustainability it provides a convenient focal point for the 
measurement of improvement by the sector.  A number of Councils have been progressively 
addressing financial sustainability issues for some time. 
 
The Inquiry’s report has been in circulation for over twelve months and during that time both the LGA 
and member Councils have had the opportunity to digest its findings, consider its recommendations 
and implications and commence programs to address the issues raised. 
 
This paper has reported the results of a survey of Councils, undertaken to measure the current “state 
of play” as at September 2006 with respect to progress within the Local Government sector in 
implementing the intent of the Inquiry’s recommendations. 
 
The paper demonstrates that, while significant progress has been made to date, there is still a way to 
go.  Not all Councils have the capacity to readily undertake a significant reform program such as that 
outlined by the Inquiry’s recommendations on their own.  It is important for Councils and the LGA to 
work co-operatively, sharing the results of their work, their ideas and their expertise so that all 
Councils can share in the benefits that flow from these. 
 
For its part the LGA has initiated a significant program of research and other projects to support 
Councils’ own endeavours.  This program will continue through 2007 and forthcoming years. 
 
It is intended that a report, similar in format to this current paper, will be provided annually to the 
LGA’s AGM to enable both the sector as a whole, and individual Councils, to monitor progress 
towards improved financial sustainability. 
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Appendix A:  Percentage Distribution of All Council s’ Responses for Each Issue 
 
Understanding the Financial Sustainability Inquiry Report and its Implications 
 

N
o 

(o
r 

no
t u

nd
er

- 
ta

ke
n/

co
m

m
en

ce
d)

 

P
la

nn
ed

 in
 n

ex
t 1

2 
m

on
th

s 

In
 p

ro
gr

es
s 

(o
r 

un
de

r 
de

ve
lo

pm
en

t)
 

D
ev

el
op

ed
, n

ot
 

ad
op

te
d 

by
 C

ou
nc

il 

Y
es

 (
or

 c
om

pl
et

ed
) 

U
nk

no
w

n 

 % % % % % % 
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. 4.4 17.6 17.6 1.5 58.8 0.0 
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. 5.9 0.0 0.0 2.9 91.2 0.0 
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. 5.9 0.0 0.0 2.9 89.7 1.5 
Council has adopted financial sustainability, as defined at the LGA’s 2006 March AGM, 
as one of its key objectives. 5.9 22.1 27.9 8.8 35.3 0.0 
Council has provided 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. 11.8 16.2 5.9 4.4 61.8 0.0 
When “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. 1.5 8.8 10.3 4.4 61.8 13.2 
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Financial Management Skills Development of Council Members and Staff 
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Council has conducted a workshop/training session 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. 10.3 47.1 13.2 1.5 27.9 0.0 
Council includes 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. 11.8 42.6 19.1 1.5 25.0 0.0 
Council has assessed 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). 11.8 23.5 17.6 2.9 44.1 0.0 
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Financial Information, Assessment and Governance 
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Council has reviewed 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. 13.2 33.8 35.3 2.9 14.7 0.0 
Council has adopted a terms of reference and membership for its Audit Committee. 13.2 45.6 23.5 4.4 13.2 0.0 
Council has reviewed its specification for the conduct of its annual audit. 25.0 35.3 14.7 2.9 20.6 1.5 
Council and/or its CEO has reviewed its internal control mechanisms and identified areas 
of strength/improvement. 4.4 25.0 19.1 2.9 48.5 0.0 
Council has undertaken a financial risk assessment. 20.6 41.2 16.2 5.9 14.7 1.5 
Council has complied with prudential management arrangements for current/proposed 
major projects where required under the Local Government Act. 2.9 8.8 8.8 1.5 72.1 5.9 
Council understands its obligations in relation to the conduct of an efficiency and 
economy audit, including situations where this type of audit is warranted. 19.1 20.6 16.2 1.5 38.2 4.4 
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Long Term Financial Management Plan 
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Council has adopted a Long Term Financial Management Plan. 0.0 30.9 33.8 4.4 30.9 0.0 
Council’s long-term financial plan links to its strategic plan objectives, service delivery 
requirements and annual business plan. 5.9 38.2 27.9 1.5 26.5 0.0 
Council’s long-term financial plan provides for the achievement of, at least, a break-even 
operating result within 5 years. 10.3 25.0 25.0 4.4 30.9 4.4 
Council’s long-term financial plan provides for a level of 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. 7.4 32.4 33.8 4.4 19.1 2.9 
Council has adopted 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. 13.2 39.7 29.4 5.9 10.3 1.5 
Council’s long-term financial plan projects its rating requirements, predicted revenue  
from grants, fees, fines and service charges etc. 4.4 26.5 26.5 1.5 39.7 1.5 
Council has published, 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. 27.9 30.9 25.0 1.5 13.2 1.5 
Council supports the publication of sector wide comparative information and the 
development by the LGA of an appropriate format. 4.4 5.9 4.4 0.0 70.6 14.7 
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Service Provision 
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Council has an accurate picture of the costs associated to the delivery of individual 
services. 4.4 5.9 30.9 1.5 57.4 0.0 
Council has an accurate picture of its infrastructure/asset costs for renewal, maintenance 
etc relevant to the services it delivers. 2.9 23.5 48.5 1.5 23.5 0.0 
Council has undertaken an assessment/review of the mix of services provided and 
funding mechanisms to determine whether this mix should continue. 25.0 23.5 29.4 2.9 19.1 0.0 
Council has adopted 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 its community regarding this policy. 36.8 30.9 27.9 0.0 4.4 0.0 
Council has put in place a process for the regular review of its services and the nature of 
their delivery. 25.0 23.5 25.0 1.5 23.5 1.5 
Council has comprehensively explored 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. 7.4 14.7 36.8 0.0 41.2 0.0 
Council has published the results of the outcomes of its service reviews and experience 
with efficiency initiatives. 52.9 20.6 11.8 1.5 13.2 0.0 
Council is using 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. 36.8 25.0 13.2 2.9 22.1 0.0 



Financial Sustainability Survey 2006 – Final Report  
- March 2007 

 

 25 
 
DME:   LGA Financial Sustainability Program – www.lga.sa.gov.au/goto/fsp  

Infrastructure and Asset Management Plan 
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Council has adopted 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. 8.8 38.2 36.8 4.4 11.8 0.0 
Council has consulted its community regarding its Asset/Infrastructure Policy. 42.6 35.3 16.2 1.5 4.4 0.0 
Council has put in place mechanisms to prepare and adopt an Infrastructure and Asset 
Management Plan. 2.9 29.4 38.2 1.5 27.9 0.0 
Council has adopted 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). 35.3 19.1 14.7 2.9 27.9 0.0 
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. 14.7 25.0 20.6 4.4 35.3 0.0 
Council has ascertained its skill requirements in relation to asset management and 
planning and has a strategy in place to address areas where skills development is 
required. 13.2 19.1 32.4 5.9 29.4 0.0 
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Annual Planning, Budgeting and Rating 
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Council has analysed its budget inputs to be able to present its budget proposals to the 
community on a “no policy change/policy change” format. 33.8 22.1 10.3 2.9 30.9 0.0 
Council has considered 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. 22.1 17.6 4.4 0.0 55.9 0.0 
Council has considered a range of indicators of capacity to pay including Average Weekly 
Earnings in assessing its budget and rates decisions. 26.5 13.2 13.2 1.5 45.6 0.0 
Council has a communications plan to inform its ratepayers of the percentage of its 
revenue (including rates) spent on the various services it provides, including 
administration. 5.9 7.4 7.4 1.5 77.9 0.0 
Council has developed and implemented 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. 17.6 25.0 13.2 1.5 42.6 0.0 
Council’s financial reporting includes 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. 35.3 19.1 19.1 2.9 22.1 1.5 
Council has scheduled 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. 16.2 23.5 10.3 4.4 44.1 1.5 
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Annual Planning, Budgeting and Rating cont 
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Council has 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. 16.2 5.9 13.2 1.5 61.8 1.5 
Council has adopted a rate cap in order to slow the impact of uneven valuation growth, 
recognising the impact on other ratepayers. 38.2 1.5 0.0 2.9 57.4 0.0 
Council has prepared its annual budget based on the requirements of its long term 
financial plan supported by its infrastructure and asset management plan. 11.8 39.7 16.2 0.0 32.4 0.0 
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Financial Reporting 
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Council has adopted a policy regarding its financial reporting responsibilities to the 
community. 50.0 27.9 11.8 1.5 8.8 0.0 
Council has consulted the community about this policy. 57.4 29.4 8.8 0.0 4.4 0.0 
Council ensures its internal financial reporting is consistent with external reporting 
requirements. 10.3 13.2 10.3 1.5 64.7 0.0 
Council’s annual financial statements reference its future infrastructure 
renewal/replacement program as set out in its Infrastructure and Asset Management 
Plan. 32.4 36.8 25.0 0.0 5.9 0.0 
Council has endorsed that its financial statements will be prepared in the format of the 
new model financial statements and notes for SA Local Government. 16.2 19.1 17.6 10.3 35.3 1.5 
Council has endorsed 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. 17.6 22.1 17.6 2.9 33.8 5.9 
 
 


