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CEO FINANCIAL SUSTAINABILITY
STATEMENT

Financial Sustainability (FS) is widely agreed as being where
long-term financial performance and position is sustainable
through planned long-term service and infrastructure

levels and standards being met without unplanned increases
or volatile changes in rates or disruptive cuts to services.

Council must also consider the financial effects on future generations. Meeting
these expectations has become more difficult in recent years with extreme volatility
in annual property valuations, a key ingredient in the determination of rates bills.

Infrastructure Assets

Councils are the custodians of a substantial investment in infrastructure assets.
LRC analysis indicates that approximately 60% of total capital and operating outlays
are related to this infrastructure. LRC approves a long-term Infrastructure Asset
Management Plan (IAMP) to ensure that it is aware of the need to develop and replace
its infrastructure assets to meet the service delivery expectations of the community.
The IAMP is integrated into the Long-Term Financial Plan (LTFP) and amended
annually. Council also monitors relevant Key Performance Indicators (KPI) to keep
abreast of its infrastructure developments and ambitions. For example, the required
‘Asset Renewal Funding Ratio’ is forecast, but also the relationship being depreciation
expense (the measure of the annual consumption of assets) and annual asset
renewal expenditure are monitored.

Financial sustainability is partially
assured if the average long-term
expenditure on asset renewal is 100%
of the IAMP forecasts.
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Growth and other
challenges

LRC's financial sustainability is potentially impacted
by Local Government boundary reform proposals
by the Town of Gawler. If approved the proposal

will result in a reduction of rates, grants and other
revenue in excess of over $3 million and costs
reduced by approximately $2 million. This long-term
financial plan assumes that the boundary reform
proposal does not proceed.

The LRC is experiencing significant growth,
especially in the Roseworthy region. This creates

a challenge in the assessment of future financial
sustainability. Consistent with the previous
accounting methodology the infrastructure assets
to be handed over to LRC, circa $174 million over
the life of this plan, will be depreciated on a straight-
line basis. This is a key driver of a forecast increase
in annual depreciation from $9.4 million to $18 million
over the next decade, which has a direct impact on
the forecast operating result. However, based on
the average ‘decay curve’ of new infrastructure assets
there will be a minimal requirement for any asset
renewal in the life of this plan, and any visible
deterioration in service level will only start to be
apparent after 20 years.

Another factor is that land is sold and becomes
rateable progressively so the revenue being
generated doesn’'t immediately match the asset
responsibilities. To provide some insight into the net
effect of these impacts the additional depreciation,
adjusted for the real rate of decay of the assets, is
shown in the long-term financial plan to illustrate
the net impact on the operating result.

Greater Adelaide Regional Plan (GARP) released by
the State Government has the potential for further
massive growth in the region creating expanded
revenue opportunities and service delivery
responsibilities. Further analysis will be included
in future plans as development details emerge.



Funding of Infrastructure
Expenditure

Infrastructure funding is a fundamental component
of the sustainability equation. Funding comprises of
‘internally generated funds’ from operations (mainly
sourced from Council rate revenue), grants from
other governments, capital contributions from other
sources (e.g. property developers), asset sales, and
borrowing. At least a small surplus shown on
Statement of Financial Performance ‘budget’, and a
high level of rates and other debtors’ collection,
ensures that non-cash depreciation expense
provides the funds to replace existing assets. The
LTFP contains several funding elements that are
carefully monitored to ensure medium and long-
term financial sustainability including:

+ A small ‘operating’ surplus, historically and
into the future
+ High levels of collection of revenue due

+ Avoidance of borrowing for operating purposes,
except in-year cash flow variability

+ Use of long-term borrowing only for the
purpose of new community organisation assets,
ratepayers fairly share in the costs and benefits
of new infrastructure assets (i.e. long-lived assets
are not funded in the short term) and ensuring
that future generations are not left with borrowing
liabilities from immediate asset consumption.

Although the LTFP provides useful information for
financial sustainability measurement the LRC also
produces a strategic 10-year summary of capital
expenditure ‘outlays’ and funding. This is a useful
tool to ensure that capital outlays will be fully funded,
effective management of short-term borrowing
(cash advance debentures) and it highlights any
annual volatility in borrowing needs for intergenerational
assets. Refer Annual Business Plan.

Population Growth

Regional growth, especially in the area surrounding
Roseworthy, will result in a substantial increase in
population in the next decade and beyond. Residential
subdivisions bring significant hand-over of infrastructure
assets from developers for safekeeping, maintenance,
and renewal. To ensure that this growth does not
threaten financial sustainability, LRC management
has several control mechanisms, including a task
team to engage and monitor the developments and
the service levels being produced, as well as regular
financial forecasting to understand the impact on
the LTFP of both operating and renewal expenditure
but also understanding rate revenue growth.




Financial Indicators

This LTFP document contains the financial indicator forecast and analysis.

Also refer page 17.

A series of financial indicators, explained below have been developed by
the Local Government sector to assist in assessing whether a council is

financially sustainable, or moving to a position of financial sustainability:

1 Operating Surplus Ratio -
Desired level is between 0% and 5% on average.
Long-term financial sustainability is dependent upon ensuring that,
on average over time, its operating income is higher than operating

expenses (i.e. an operating surplus). The Operating Surplus Ratio is the

operating surplus (or deficit) expressed as a percentage of operating
income. A positive ratio indicates the percentage of operating income

available to help fund capital expenditure. A negative ratio indicates the
percentage increase in operating income or the approximate decrease
in operating expenses required to achieve a break-even operating result.
Council’'s Operating Surplus Ratio over the life of the long-term financial
plan indicates a continuing sustainable operating result and was
confirmed by the 2023 ESCOSA review.

Asset Renewal Funding Ratio -
Desired level is greater than 90% but less than 110% on average.

Councils are the custodians of significant infrastructure assets that
require renewal from time-to-time. The Infrastructure and Asset
Management Plan (IAMP) provides a guide on when assets should be
renewed. Net asset renewals expenditure is defined as net capital
expenditure on the renewal and replacement of existing assets and
excludes new capital expenditure on the acquisition of additional
assets. This ratio is calculated as capital expenditure on renewal of
existing assets divided by renewal expenditure from the IAMP and
current budget for those asset classes without a completed IAMP.
The ratio in individual financial years can vary significantly from the
long-term average due to the volatility of assets being renewed.

Net Financial Liabilities Ratio -
Desired level is greater than 0% but no more than 100% on average.
Net Financial Liabilities are defined as total liabilities less non-equity

financial assets. Total operating revenue excludes profit on disposal of
non-current assets. This ratio is a measure of Council’s total indebtedness.

Light Regional Council
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LONG TERM FINANCIAL PLAN

2025-2035

Background

Section 122 (1a) of the Local
Government Act requires councils
to develop and adopt:

a) a Long-Term Financial Plan (LTFP) for a
period of at least 10 years; and

b) an Infrastructure and Asset Management
Plan (IAMP), relating to the management and
development of infrastructure and major assets
by the council for a period of at least 10 years
(and these plans will also be taken to form part
of the Council's strategic management plans).

Section 122(4)(a)(i) of the Act requires that the
LTFP should be reviewed as soon as practical
after the adoption of the ABP. However, Section
122(4)(b) of the Act specifies that the Council
must undertake a comprehensive review of its
Long-Term Financial Plans within 2 years after
each general election of the council.

6 Long Term Financial Plan 2025-2035

The purpose of a Council’s LTFP is to express,

in financial terms, the activities that it proposes to
undertake over the medium to longer term to
achieve its stated objectives. It is like, but usually
less detailed than, the annual budget. Just like the
budget, it is a guide for future action although its
preparation requires Council to think about not just
one year but the longer-term impact of revenue and
expenditure proposals. The aggregation of future
strategic plans, business initiatives and their
intended outlays and anticipated revenues, enables
the accumulating overall financial and economic
implications to be readily identified and, if warranted,
future activities to be revised. The LTFP should
specify and take account of:

Expected expenses and capital outlays for each
year of the plan
Expected revenues for each year and their source

+ Any variations in net debt required because of
expected cash flow needs

Performance measures to enable assessment
of Council’s financial sustainability over the
period of the plan.



Long Term
Financial Objective

The Long-Term Financial Objective is to be “a
Council that delivers on its strategic objectives by
managing its financial resources in a sustainable
and equitable manner by incremental growth and
service cost containment to reduce the operating
deficit over time; as opposed to burdening the
ratepayers of the Council with short-term excessive
increases to their annual Council rate bill”.

Financial sustainability means having a financial
position capable of meeting long-term service and
infrastructure levels and standards, acceptable to
the community, without substantial increases in
rates or cuts to services. The Long-Term Financial
Plan has been developed based on the following
budget principles:

Principle 1: Breakeven Budget

Annual cost of services and programs, including
depreciation of assets, are fully funded by the
current ratepayers, who are the consumers of
those services, programs and assets.

Principle 2: Rate Stability

Annual rate collections are fair and equitable for
the ratepayers with the aim to keep rate revenue
increases stable over the medium term.

Principle 3: Infrastructure and
Asset Management

Maintain Infrastructure and Assets in line with the
Council’s Infrastructure Asset Management Plans.

Principle 4: Prudent Debt
Management

Prudent use of debt to invest in new, long-term
assets to ensure intergenerational equity between
current and future users.

Light Regional Council 7



Assumptions used in the preparation of
Long-Term Financial Plan 2025/2026 to 2034/2035

The LTFP provides the financial projections and budget framework to guide the development of the detailed
annual budget and provide a level of assurance to elected members and the community on the sustainability
of operations. A 10-year LTFP summarises the financial impacts of strategic directions and provides an
indication of the sustainability of those plans. By evaluating financial strategies over a planning horizon of
10 years Council can determine how decisions made now and for the 2025/2026 budget will impact on the
future and ensure the impact of rates is spread equitably across generations of ratepayers, so that planned
service standards over the long term and infrastructure levels can be met without unplanned increases in rates
or cuts to services. The LTFP is prospective information. Actual results are likely to vary from the information
presented. Consequently, the information presented is prepared based on best estimate assumptions as to
future events that Council expects are likely to take place. These estimates arise from information known as
of 24 May 2025 (property valuation week 47).

Assumptions used in preparation of the 2025/2026 Budget & 10-year LTFP

Description Assumptions

General Rates 2025/2026 rates revenue increases are based upon a 3% rise, plus real
growth in new properties and construction. Differential rates by land use have
been varied taking into consideration the property valuation change for each
land use category (refer table in Annual Business Plan), a minimum rate at
$995 (from $965 in 2024/2025), and growth provided by 150 new assessments.
For years 2026/2027 to 2034/2035 the rating increase assumptions are
based on a CPI forecast of between 2.4% & 2.8% plus an increase of between
2.1% & 2.5% to deliver infrastructure upgrades to give an average increase
over the period of 4.9%. Growth forecasts are in addition to this.

CWMS Charge $650 per CWMS unit from 2024/2025 at $630. (subject to full-cost estimate)

Refuse Collection Charges 3% per annum (p.a.) average over the LTFP (and assume ratio of 3-bin and
2-bin ‘service’ level remains the same). Hard waste service availability the same
as 2024/25. 3-bin at $390 and 2-bin at $260. (subject to full-cost estimate)

Landscape Levy 4% p.a. average over the LTFP

Minimum Rates See General Rates section

Statutory Charges 3% p.a. average over the LTFP (where set by Council)

User Charges 3% p.a. average over the LTFP

Grants, Subsidies & Contributions Based on confirmed grant funding for 2025/2026 and conservatively
estimated over the LTFP

Investment Income Nominal average over the LTFP based on minimal invested funds.

Surplus cash used to minimise cash advance debenture balances or invested
in a LGFA investment account

Reimbursements/Other income 3% p.a. average over the LTFP

Employee Costs 95% of full cost (due to staff turnover) the first year and forecast wage-price
index over the remaining nine years

Materials, Contracts & 3% p.a. average over the LTFP (greater than Reserve Bank forecast).

Other Expenses Known increases in 2025/26, i.e. electricity and diesel fuel

Eﬁg:ﬁfg:ﬂm Al & As per LTFP model based on capital expenditure and useful lives by asset category

Finance Costs Actual interest payable on existing loans and the estimated cost of cash
advance debenture utilisation. Estimated interest for a proposed loan
(refer Loans section in Annual Business Plan)
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Long Term Financial Statements

Council forecasts surplus operating budgets for

the financial year 2025/2026 through to 2034/2035.
However, this is including the net expenditure of
Bunyip 2 which is identified separately.

Current financial modelling indicates that over the
10-year LTFP the operating results of Light Regional
Council continue to be sustainable. Over time the
additional projects will impact the LTFP, however a
sustainable financial outcome remains considering
the growth in new depreciation for assets that will
not require renewal well beyond the life of this plan.

Council's Long Term Financial Plan financial
statements and financial ratio information are
included on the following pages.
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LONG TERM
FINANCIAL RATIOS

The following amounts show the long-term financial ratios as recommended by
Local Government Financial Management Regulation 2011 over the LTFP life.

Operating result as a % of total revenue
(Base case as at 2/4/2025)

Financial Sustainability Information Paper 9 of the LGA recommended an Operating
Surplus Ratio of between 0% and 5% on average over long term. Council’s estimate
of operating results for the long term does not include the likelihood of future new
initiatives and programs impacting future returns. Council’s LTFP forecasts
sustainable operating results from years 1 to 10. Reduction in 2030 relates to the
end of the Bunyip 2 separate rate.

Asset renewal funding ratio

Financial Sustainability Information Paper 9 of the LGA recommended an Asset
Renewal Funding Ratio of greater than 90% but less than 110% on average over long
term. Information contained in its Infrastructure and Asset Management Plan (IAMP)
has been used to inform and calculate the asset renewal funding ratio, for the term
of the current IAMP. Beyond the horizon of the current IAMP (2031), future annual
depreciation estimates are used to calculate the asset renewal funding ratio.
Estimates of Asset Sustainability beyond year 5 of the LTFP fall outside of the current
IAMP and these will be updated in the future revision of the LTFP accordance with a
review and update of the IAMP.
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Net financial liabilities
(Total Liabilities - financial

assets/revenue)

Financial Sustainability Information Paper 9 of the LGA Other measures
recommended a Net Financial Liabilities Ratio of greater

than zero but no more than 100% of total operating Other measures have been included
revenue on average over long term. to support analysis of LTFP trends.

Description 24/25 25/26 26/27 27/28 29/30 30/31 31/32 32/33 33/34

Operating result as a
% of total revenue

0.10% 04% 05% 1.7% 2.5% 3.6% 16.7% 11% 23% 33% 4.6%

Net financial liabilities
(Total liabs. - fin assets)/ 69.9% 75.7% 75.2% 72.1% 69.6% 651% 72.0% 78.6% 683% 56.1% 44.5%
Operating revenue)

Additional borrowing
capacity (to 100% of 12,000 11,000 12,000 13,000 15,000 18,000 18,000 13,000 19,000 25,000 30,000
total revenue) - $000

Borrowing as a %

of total revenue 62% 68% 68% 65% 63% 58% 67% 72% 62% 52% 45%

Asset renewal

funding ratio 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

Working capital ratio 0.62 0.59 0.59 0.60 0.59 0.59 1.74 0.58 0.58 0.70 0.95

Staff - full-time

equivalent FTE (paid) 96 99 100 101 102 103 104 105 106 107 108

Simple productivity -
total revenue/number 357 368 394 399 422 446 483 475 488 502 536
of employees ($000)

Materials contracts/
employee costs ratio 100% 95% 93% 97% 99% 99% 99% 100% 101% 102% 104%
(operating productivity)

GHG Emissions -tonnes 3,870 2,950 2931 2912 2,893 2874 2856 2838 2820 2802 2802

GHG Emissions -
% reduction since 11.0% 32.2% 32.6% 33.1% 33.5% 33.9% 343% 34.8% 352% 356% 36.0%
2024 audit
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