2019
ANNUAL

REPORT 2019

Local Government
Finance Authority of South Australia

Member Councils

Contents

As at 30 June 2019
Adelaide City Council
Adelaide Hills Council
Adelaide Plains Council
Alexandrina Council
The Barossa Council
Barunga West Council
Berri Barmera Council
City of Burnside
Campbelltown City Council
District Council of Ceduna
City of Charles Sturt
Clare & Gilbert Valleys Council
District Council of Cleve
District Council of Coober Pedy
Coorong District Council
Copper Coast Council
District Council of Elliston
The Flinders Ranges Council
District Council of Franklin Harbour
Town of Gawler
Goyder Regional Council
District Council of Grant
City of Holdfast Bay
Kangaroo Island Council
District Council of Karoonda East Murray
District Council of Kimba
Kingston District Council
Light Regional Council
District Council of Lower Eyre Peninsula
District Council of Loxton Waikerie
Corporation of the City of Marion
Mid Murray Council
City of Mitcham
Mount Barker District Council

City of Mount Gambier
District Council of Mount Remarkable
Rural City of Murray Bridge
Naracoorte Lucindale Council
Northern Areas Council
City of Norwood, Payneham & St Peters
City of Onkaparinga
District Council of Orroroo Carrieton
District Council of Peterborough
City of Playford
City of Port Adelaide Enfield
Port Augusta City Council
City of Port Lincoln
Port Pirie Regional Council
City of Prospect
Renmark Paringa Council
District Council of Robe
Municipal Council of Roxby Downs
City of Salisbury
Southern Mallee District Council
District Council of Streaky Bay
Tatiara District Council
City of Tea Tree Gully
District Council of Tumby Bay
The City of Unley
City of Victor Harbor
Wakefield Regional Council
Corporation of the Town of Walkerville
Wattle Range Council
City of West Torrens
City of Whyalla
Wudinna District Council
District Council of Yankalilla
Yorke Peninsula Council

Chairman’s Review
The Board

2
4

CEO's Report
Economic conditions
Lending activities
State Local Government
Infrastructure Partnership (SLGIP)
Investment activity
Information technology
Governance
Marketing
Sponsorship
Our organisation

6
6
8

The Authority Profile
The Authority
Members
Guarantee
Income tax equivalents
Bonus
State wide coverage

13
13
13
13
13
14
14

Profit Before Income Tax Equivalents

15

Case Studies
Mitcham Memorial Library
Port Pirie Sports Precinct Redevelopment

17
18
22

Financial Report
Statement of comprehensive income
Statement of financial position
Statement of changes in equity
Statement of cash flows

27
28
29
30
31

Notes to the Financial Statements

32

Certification of the Financial Statements

65

Independent Auditor’s Report

66

8
9
10
10
11
11
12

Chairman’s Review

Mr John Comrie
Chairman

In March this year,
the LGFA celebrated
35 years of successful
operation, continuing to
fulfill its vision of being
the leading provider
of finance to South
Australian councils
and prescribed local
government bodies.

Despite strong competition from banks and
other financial institutions, we continued
to write 100% of the loan business and
estimate our share of available deposits was
in excess of 90%. Thank you again members
for your continued support.
During the year, in response to a keen
interest of the board, LGFA developed a
strategy and working paper entitled the
Responsible Use of Debt, to explain how
debt could be better utilised by member
councils and prescribed bodies.
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I believe most councils are now in sound
overall financial positions where more debt
can be accommodated if needed, eg for
infrastructure provision. It is encouraging to
note the strong take-up of debt in the year
under review. Total loan funds increased
from $714 million to $799 million.
With more and more councils utilising
floating rate debt via our CAD facilities,
borrowers have benefited from record
low short-term interest rates. Use of fixed
rate, credit foncier style debt, was still very
popular for infrastructure projects.
Financial performance this year has been
excellent, with a record $7.3 million pre-tax
profit being generated. While margins have
been under pressure, much of this increase
is related to growth in the loan portfolio.
The income tax equivalent of $2.188 million
will be paid to the State Government for
use by local government to fund research
and development projects.

A record bonus to councils and prescribed
local government bodies of $2.5 million has
been approved for distribution by the board
of trustees. This bonus takes the total bonuses
paid since inception to $44.5 million.
At the completion of his term of office on
31 December 2018, John Frogley, Deputy
Chairman and Chairman of the audit
committee retired. John was a councillor
with the City of Norwood, Payneham
and St Peters for many years and sat
on our board for ten years. I would
personally like to thank John for his
significant contribution to the LGFA. John
was succeeded by Andrew Johnson, a
nominee of the LGA, who was appointed
Deputy Chairman and Chair of the audit
committee. I look forward to working
closely with Andrew in the years to come.
The board has worked well over the year
and has taken a keen interest in corporate
governance with policies reviewed and
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strengthened. I am pleased to report that
the Auditor-General’s Department and
Galpins (Auditors), who review our Financial
Management Compliance Program,
have once again given the LGFA a very
good report card. I particularly wish to
acknowledge the ongoing efforts of our
CEO Paul Slater and his entire team of staff
in 2018-2019. The LGFA’s performance is of
particular credit to them.
I would also like to acknowledge
the continuing support of the State
Government by way of short-term funding
via SAFA and importantly the Treasurer’s
guarantee of our liabilities (including
deposits from councils).

John Comrie
September 2019
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Chairman’s Review
The Board

The Board
The Authority is managed by a board of
trustees, which consists of seven members,
plus up to two independent members, who
can be appointed by the board from time to
time as required.
Every two years the board is subject to
election, appointment or re-appointment
of various members. Two trustees are
nominated by the Local Government
Association of South Australia (LGA), one
trustee is the CEO of the LGA, two members
are elected by councils, one trustee is
appointed by the Treasurer and the other is
the Minister’s representative. We currently
have no independent trustees.
Effective 1 January 2019, Michael Sedgman
was appointed to the board, replacing Cr
John Frogley.
Heather Watts, appointee of the Treasurer
continues her two-year term until 23
October 2019.
The appointee of the Minister position was
still vacant as of 30 June 2019.
The board and staff would like to sincerely
thank retiring Cr John Frogley for his
ten years of service to the LGFA board.
John served as Deputy Chairman and
was also the inaugural Chairman of the
audit committee. We thank John for
his dedicated and valued service to the
Authority and wish him well with future
endeavours.

The board continues to use a balanced
scorecard to complement the CEO’s
Report, which is produced monthly
for board trustees and highlights the
LGFA’s continuing achievement of its key
performance indicators.
The LGFA trustee handbook has also
been updated, combined with the LGFA
management handbook to provide clarity
and consistency with all management
systems and procedures, in support of the
strategic and business plans monitored by
the board.

Board meetings attended
by board members
Number of meetings held:
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Mr John Comrie		

6

Councillor John Frogley		

3 (Eligible 3)

Dr Andrew Johnson		

6

Mr Matt Pinnegar		

5

Ms Annette Martin		

6

Mr Michael Sedgman		

3 (Eligible 3)

Ms Heather Watts		
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Mr John Comrie
Chairman

Dr Andrew Johnson
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Chairman Audit Committee

Chief Executive Officer
Local Government Association

LGA Nominee
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LGASA Mutual Pty Ltd

Deputy: Ms Lisa Teburea
Executive Director – Public Affairs

Mr Matt Pinnegar

Executive Director Corporate
Governance
Local Government Association
LGA Nominee

Ms Annette Martin

Mr Michael Sedgman

Ms Heather Watts

Manager Financial Services
City of Charles Sturt

Chief Executive Officer
Rural City of Murray Bridge

LGFA Elected Member
Audit Committee Member

LGFA Elected Member
Audit Committee Member

Director Commercial Operations
Department of Treasury and
Finance
South Australian Government
Financing Authority (SAFA)
Appointee of the Treasurer
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CEO's Report

Paul Slater
Chief Executive Officer

Economic conditions
The global economy
weakened over the
last year as a trade
dispute between
the United States
(US) and China
resulted in lower
economic growth
around the world.

In early-2018 the US started placing import
tariffs on steel and aluminium, however, it
soon became clear that these tariffs were
aimed at China, so the Chinese countered
and placed tariffs on various American
goods and raw materials. Over the next
year the US and China continued to place
import tariffs on different products in what
can only be described as a tit for tat trade
war between the countries. While it is hard
to ascertain the full economic effects of
the trade dispute, the US annualised GDP
growth rate fell from 3.2% to 2.3% and
the Chinese annualised GDP growth rate
fell from 6.7% to 6.2% over the year in
question.
The US Federal Reserve increased the
target federal funds rate by 0.5% over the
past year and at the end of the year was
targeting a range of between 2.25 - 2.5%.
Early in the year US inflation spiked at
around 2.9% but has since moderated
to close the year at 1.6%. Many are now
predicting the Fed will start to cut interest
rates early in the 2019-2020 financial year
as a result of the lower inflation data and
reduced growth forecasts, due to the USChina trade dispute.
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The United Kingdom (UK) continued to
grapple with their decision to leave the
European Union (EU). The UK was originally
scheduled to leave the EU on 29 March
2019, however, negotiated an extension
to this date and are now set to leave the
EU on 31 October 2019. The Eurozone had
mixed economic data over the past year with
the annualised GDP growth rate falling from
2.2% to 1.3%, however this was counteracted
somewhat by the zones’ unemployment rate
falling from 8.2% to 7.5%.

“The Reserve Bank of Australia
(RBA) left the official cash rate
on hold at 1.5% over most of the
past year, however, it cut the
official cash rate by 0.25% to
a new all-time low of 1.25% at
their June meeting."
Bond yields have fallen around the globe
over the past year highlighted by the US
10-year bond yield falling from 2.83% to
2% over the period. Most other highly rated
government bond yields experienced a
similar rate reduction.
The Australian economy weakened over
the past year. Australian annualised GDP
growth data showed that the domestic
production fell from 3.1% to 1.8% over
the course of the year, however, the
unemployment rate did fall from 5.4% to
5.1% over the same period.

Findings of the Banking Royal Commission
highlighted some poor banking practises
within the sector and forced the banks to
change the way they assess the customer’s
ability to service debt. This issue caused a
slight mortgage finance credit crunch and
contributed to the continued contraction
of house prices around Australia, with the
largest correction occurring in the Sydney
and Melbourne markets. Although Australian
house prices fell around 7.4% on average
over the past year, data towards the end of
the year showed that housing prices had
started to stabilise and auction clearance
rates had begun to rise.
The Australian dollar headed downwards over
the past year falling from $0.73 USD to $0.69
USD over the course of the year. The lower
Australian dollar can be mostly attributed to
repatriation of funds back to the US due to the
current high interest rate differential between
Australia and the US.
The Reserve Bank of Australia (RBA) left the
official cash rate on hold at 1.5% over most of
the past year, however, it cut the official cash
rate by 0.25% to a new all-time low of 1.25% at
their June meeting. This was the first change
to the official cash rate since August 2016 and
was the longest period of cash rate stability on
record. Reserve Bank Governor Phillip Lowe
cut the cash rate in an effort to help make
further inroads into spare capacity within the
Australian economy. Many commentators are
now predicting that the RBA will continue to
cut the official cash rate until it sees a lower
unemployment rate and higher wage growth.
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7

CEO's Report
Lending activities
The level of loans outstanding as at 30
June 2019, has increased by around $85
million from last year. This is attributable
to the increase in the amount drawn down
under the popular cash advance debenture
(CAD) product of $100 million along with
a decrease in the fixed rate loans of $15
million at balance date.

State Local Government
Infrastructure Partnership
The State Local Government Infrastructure
Partnership (SLGIP) consists of thirty-two
successful projects having a total value
of $121.9 million. This is a great example
of local and state government working
in partnership to drive economic
development.

Investment activity
Deposit funds at call with the LGFA
currently attract the official RBA cash
rate. The LGFA at call rate remained
steady at 1.5% for most of the past year
but was reduced to 1.25% in early June
when the Reserve Bank of Australia cut
the official cash rate by 0.25% to a new
all-time low of 1.25%.

Total loans at balance date were $799
million (last year $714 million) which
comprised fixed rate loans of $440 million
and CAD facilities of $359 million. The
increase in lending levels is pleasing to note.

A total of just over $23 million in subsidised
loans was provided to successful councils
over the 2018 calendar year.

“The local government sector is starting to move away from
borrowing on a fixed rate basis and is now borrowing from the
LGFA on a variable rate basis via our convertible cash advance
debenture facilities.”

Total loans at balance date were $799
million (last year $714 million) which
comprised fixed rate loans of $440 million
and CAD facilities of $359 million.
Our new fixed rate lending to members
totalled just under $45 million. We note that
councils funding infrastructure projects are
able to lock in fixed rate funding for core debt
at very attractive interest rates that provides
certainty in financing costs over the long term.
Interestingly, new CAD facilities established
this year totalled $87 million, which highlights
councils’ future plans for capital expenditure
and the flexibility and ease of use of the CAD
product. We feel it also suggests that councils
are becoming more comfortable with variable
rate debt.
Long term fixed interest rates have continued
to fall this year with ten to twenty-year rates
now in the low-mid 3% per annum range.
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Competition for high quality deposits
amongst Australian banks remained strong
over the past year as banks continued to
shore up their liquidity metrics and stable
funding requirements set by the Australian
Prudential Regulatory Authority (APRA). The
timing of the RBA’s rate cut was problematic
for banks and financial institutions alike
as they needed to keep term deposit rates
elevated to support their liquidity before
the year end balancing date. The LGFA also
kept our rates elevated during this time in
response to this competitive pressure.

reduce the interest charge. If this trend
continues it is unlikely that the LGFA will
grow its deposit base next year and instead
are now focused on obtaining 100% of
available deposits from the sector. This year
the LGFA undertook a detailed analysis of
the sector’s balance sheets and ascertained
exactly how many deposits were held
externally to the LGFA.

Over the course of the year the LGFA
focused our marketing efforts on councils
with deposits held external to the LGFA
and will continue to do so in the 2019-2020
financial year.

The average daily deposit level of $484
million (2017-2018 $501 million) was lower
when compared to the previous year. The
local government sector is starting to
move away from borrowing on a fixed rate
basis and is now borrowing from the LGFA
on a variable rate basis via our convertible
cash advance debenture facilities. This
product has the benefit of being a come
and go facility, meaning that excess funds
can be used to pay down debt and in-turn
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CEO's Report
Information technology
This year the Authority replaced the majority
of its computer and office equipment in line
with its three year replacement policy. The
production server, offsite disaster recovery
server and workstation computers were all
part of the replacement process. Software
upgrades included a migration to the
Windows 10 operating system and MS Office
2019 on all workstation computers.
The Reval hedge accounting software
continues to satisfy our fair valuation
requirements for derivatives and associated
hedge accounting entries. The system
was reconfigured during the year to take
advantage of new functionality which
provides faster entry of data into the system.
Enee Solutions have provided programming
support throughout the year for our
reporting systems and inhouse application
development. This included the upgrading
of client confirmations and statements to
provide detailed information on transactions
with the Authority.
Aish Solutions continue to provide support
for our computer network including regular
maintenance and upgrades of our hardware
and software requirements. Internet security
is critical in the function they perform and the
Authority has not recorded any adverse issues
to date.
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Governance
The Authority has a board appointed
audit committee in place to oversee the
extensive auditing program conducted
each year by the Auditor-General’s
Department. The Authority is required to
comply with Treasurer’s Instructions TI 2
Financial Management and TI 28 Financial
Management Compliance Program (FMCP).
Performance relative to the FMCP was
reviewed by an independent audit firm,
Galpins.
A report detailing the results of the FMCP
has been produced by Galpins with a copy
being delivered to the Authority and the
Auditor-General’s Department. The FMCP
report and associated working papers form
part of the Auditor-General’s Department
interim audit which is then followed by the
financial statement audit.
This year saw the introduction of AASB 9
Financial Instruments, which has required
some further enhancements to our financial
report. Whilst the financial impact has been
minimal, there has been some additional
disclosures required in relation to credit risk
and fair value hedge accounting disclosures.
In addition, a revised format has been
introduced for the financial statement
notes this year to be consistent with the
Department of Treasury and Finance issued
model financial statements.

Marketing
The main marketing activity of the LGFA
continues to be our calling program on
members where we promote our products,
provide insight into best practice treasury
management and speak about the
advantages of utilising debt financing.
Over the past few years the Authority
has shifted its marketing approach from
focusing solely on council management
teams to now also targeting the ultimate
decision makers being the mayors, chairs
and councillors. Over the past year staff
have spoken directly to many mayors and
chairs. They have attended a number of
council meetings and workshops and each
time, amongst other things have actively
promoted the responsible use of debt and
contemporary treasury management.

Sponsorship
LGFA sponsors a number of organisations
and events that have strong links to the local
government sector.
• Local Government Professionals SA:
Diamond Partner
• South Australian Local Government Financial
Management Group (SALGFMG):
Platinum Sponsor
• LGA Council Best Practice Showcase
& LGA OGM:
Platinum Sponsor
• LGA Conference & AGM:
Bronze Sponsor
• LGA Presidents Networking Event

LGFA’s marketing plan targeted members
who were not 100% supporters of the
Authority. Over the next year we will focus
our efforts on obtaining all of the sector’s
available deposits.
LGFA also keeps council staff, mayors, chairs
and councillors informed via our newsletter
“In The Loop”, which was distributed via
e-mail in December and April this year. Over
the last year we have used this publication
to highlight the responsible use of debt
and how using the LGFA benefits the South
Australian local government sector.
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CEO's Report
Our organisation
Our staff have again made a critical
contribution to the success of the Authority
and have continued to drive our services
to meet challenging business conditions
this year. Since last year we farewelled Oly
Dimadis and Tamara Herbert and welcomed
Rebecca Latto who commenced in May
2019.

Authority Profile
Our office space and facilities functions
well for staff, auditors and visiting local
government representatives, especially
those from regional South Australia who
can seamlessly work from one of our hot
desks. Our boardroom has continued to
be utilised for meetings and seminars by
various local government groups

Staff have attended conferences, training
seminars and workshops to enhance their
knowledge and expertise, especially in the
financial services and workplace, health
and safety arenas.

Paul Slater

Davin Lambert

Robert Hardy

Geoff Hollitt

Chief Executive Officer

Senior Manager Treasury

Senior Manager
Financial Markets

Financial Controller

The Authority
The Local Government Finance Authority
of South Australia, a body corporate, was
established in January 1984 under the Local
Government Finance Authority Act 1983, and
is administered by a board of trustees.
The Authority is a statutory authority
established for the benefit of councils and
other prescribed local government bodies
within the state. It is not a part of the Crown,
nor is it an agency or instrumentality of the
Crown.

Megan Button

Rebecca Latto

Karren Smith

Accounting Officer

Finance Officer

Office Administrator
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Members
All local authorities are automatically
members of the Authority, but use of the
Authority for investments and loans is entirely
voluntary.
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Guarantee
In accordance with Section 24 of the Local
Government Finance Authority Act 1983,
all the liabilities of the Authority (including
monies accepted on deposit from local
authorities) are guaranteed by the Treasurer of
South Australia.
Income tax equivalents
LGFA makes payments equivalent to company
income tax. The equivalent liability is
calculated/applied on an accounting profits
basis and the amounts are paid into an
account established with the State Treasurer
entitled the “Local Government Taxation
Equivalents Fund”. The funds are then
available for local government development
purposes as recommended by the Local
Government Association of South Australia
and agreed to by the Minister for Local
Government.
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Authority Profile
Bonus
The bonus payment is a mechanism which
enables the Authority to share its success
with member councils and prescribed local
government bodies.
Since its introduction in 1985, an amount of
$41.965 million has been distributed with
a further $2.5 million to be paid in respect
of the year ended 30 June 2019. This year’s
payment of $2.5 million when combined
with previous special allocations for local
government purposes of $2.875 million will
result in overall payments benefiting the local
government community of $47.34 million.

Profit Before Income Tax Equivalents
State wide coverage
At LGFA we pride ourselves on our
continuing ability to meet local government
needs in both metropolitan and regional
areas. Our calling program is planned to
cover diverse local government communities
throughout our geographically large state,
with regular communications, meetings
and conference attendances, including
presentations and at times, sponsorship. We
have worked closely this year with the LGA
to ensure optimal responsiveness despite
remoteness of some councils and busy
schedules.
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In line with past practice, the bonus
payment has been calculated to relate
to average deposit and loan levels held
with the Authority during the course of
the financial year. The deposit activity was
recognised by an allocation of $1.75 million
with the balance of $750,000 allocated to
loans. The bonus payment was increased to
$2.5 million this year to reflect our strong
level of profitability.
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Case Studies
LGFA is proud to present two representative case
studies to show the results of our lending to the local
government sector.
We are proud to provide the funding and expertise
that deliver better outcomes to South Australian
communities.
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Case Study
City of Mitcham
MITCHAM MEMORIAL LIBRARY
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Case Study
City of Mitcham
MITCHAM MEMORIAL LIBRARY

The Mitcham Memorial Library was officially
opened on Wednesday 23 January 2019 in the
presence of over 150 guests. The $6.4 million
project (with support from the State Local
Government Infrastructure Grant program)
was delivered on time, and has recognized
the primary needs of the precinct with
activation of spaces, embracing the natural
park surrounds, and ensuring that the facility
provides a warm welcome.

The City of Mitcham is very proud to open
the Mitcham Memorial Library, as it stands
testament to the Council’s support and
understanding of our community’s needs and
assists towards delivering a sustainable and
resilient community.

The redeveloped library ensures a key
community facility will be available for future
generations and will be able to respond
to new technologies and diversification of
services if required.

This information was provided by Ursula
Hickey, Manager, Library Services, City of
Mitcham.
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We were pleased to be able to work with
the LGFA in delivering this project and have
appreciated the support throughout.
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Case Study
Port Pirie Regional Council
PORT PIRIE SPORTS PRECINCT REDEVELOPMENT

The main objective of the Port Pirie Sports
Precinct Redevelopment was to create a
vibrant sporting hub in the centre of Port Pirie
that aims to:
•

Provide significantly upgraded facilities to
replace ageing infrastructure;

•

Reduce ongoing costs to council, the
community and individual clubs/
associations;

•

Attract major events to the region as part
of council’s event tourism strategy;

•

Assist to rejuvenate the CBD by bringing
more sports to the centre of town;
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•

Accommodate multiple sports
such as football, cricket, soccer and
baseball at the Memorial Oval Precinct
(incorporating Pirie West Oval) with new
lighting, change rooms, canteen and
toilet facilities and a function centre with
viewing facilities;

•

Transform the Swimming Pool Precinct
into an Aquatic & Leisure Centre with a
new amenities block, an indoor learn to
swim pool and children’s pool together
with water play equipment. The Centre
also can accommodate gymnastics,
squash, and potentially others in a multipurpose facility.

A sports facility review was conducted in
2013 to consider the potential of rationalizing
grassed playing surfaces in Port Pirie to
alleviate the ongoing burden of rising water
costs on both clubs and council. The review
also noted the importance of adopting a
consolidated approach to planning and
sharing community resources to alleviate the
burden on volunteers and clubs.

Council was successful in obtaining $5
million in funding from the Australian
Government via its National Stronger
Regions Fund and a further $5 million from
the State Government via a 2014 State
election commitment, which together with
council’s own funding enabled the $25.16
million Port Pirie Regional Sports Precinct
to proceed.

The review also considered the options
for the redevelopment of Memorial
and Pirie West Ovals together with the
swimming pool and identified the clubs
and organisations that indicated that they
would consider being involved in any future
redevelopment of the precinct.

The project commenced in January 2017
and was completed by the end of 2018,
ready to host the 2019 Regional Swimming
Championships and 2019 State Masters
Games and the Australian Rules Football
preseason Showdown in March 2019 and
SANFL Showdown in July 2019.
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Case Study
Port Pirie Regional Council
PORT PIRIE SPORTS PRECINCT REDEVELOPMENT

The Port Pirie Sports Precinct features the
expanded Pirie West Oval; realignment of
Memorial Oval; new lighting to both ovals;
a redeveloped grandstand; new change
rooms, canteen and toilets together with a
function centre and viewing facilities.
The Aquatic & Leisure Centre includes a
swimming pool precinct, new amenities
block and accommodate gymnastics,
squash and potentially others in a multipurpose sports facility.
Mayor Leon Stephens said “we are very
grateful for the funding and the community
will see the benefits of the funding for
many years to come.”

24
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The Port Pirie Spots Precinct was officially
opened by Governor Hieu Van Le on 2nd
March 2019.
This information was provided by Belinda
Jackson, Communications Executive, Port
Pirie Regional Council.
The LGFA currently provide long term
loan funds and flexible convertible cash
advance debenture facilities to the Port
Pirie Regional Council which enable
the council to create intergenerational
equity for their community.
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Financial Report

Statement of Comprehensive Income

Statement of Financial Position

For the Year Ended 30 June 2019

As at 30 June 2019
Note

2019

2018

$’000

$’000

INCOME

2018

$’000

$’000

6

1

ASSETS

Interest on investments

3.1

1,113

1,633

Interest on loans and advances

3.2

41,713

39,485

Other income

3.3

144

37

TOTAL INCOME

42,970

41,155

EXPENSES
Interest on deposits from councils and local government bodies

4.1

9,326

9,282

Interest on borrowings

4.2

22,632

22,129

State Government guarantee fee

4.3

1,447

1,309

Administration expenses

4.4

2,212

2,148

Other expenses

4.5

60

11

35,677

34,879

7,293

6,276

2,188

1,883

5,105

4,393

TOTAL EXPENSES
PROFIT BEFORE INCOME TAX EQUIVALENTS
Income tax equivalent expense

Note

2019

4.6

Cash at bank
Accrued interest receivable

5.1

4,836

4,084

Investment securities

5.2

20,000

42,000

Other assets

5.3

92

275

Net loans and advances

5.4

844,747

744,548

Property, plant & equipment

5.5

2,072

1,993

Intangibles

5.6

90

80

871,843

792,981

TOTAL ASSETS
LIABILITIES
Deposits from councils and local government bodies

6.1

482,722

498,932

Accrued interest payable

6.2

2,392

2,407

Borrowings

6.3

275,290

199,228

Derivatives

6.4

38,127

21,769

Provisions

6.5

4,215

3,850

Other liabilities

6.6

335

300

803,081

726,486

68,762

66,495

68,000

65,700

633

666

129

129

68,762

66,495

TOTAL LIABILITIES
PROFIT AFTER INCOME TAX EQUIVALENTS

NET ASSETS
OTHER COMPREHENSIVE INCOME
Items that will not be reclassified to profit before income tax equivalents
Change in revaluation reserve

EQUITY
7.1

-

129

General reserve

7.1

Retained profits
TOTAL COMPREHENSIVE RESULT

5,105

The accompanying notes form part of these financial statements. The profit after income tax
equivalents and comprehensive result are attributable to the owners.

4,522

Revaluation reserve

7.1

TOTAL EQUITY
Contingent assets and liabilities

9.2

The accompanying notes form part of these financial statements. The total equity is attributable to
the owners.
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Statement of Changes in Equity

Statement of Cash Flows

For the Year Ended 30 June 2019

For the Year Ended 30 June 2019

General
reserve

Balance at 30 June 2017

Retained
profits

Revaluation
reserve

2019

2018

$’000

$’000

Inflows
(outflows)

Inflows
(outflows)

42,562

40,776

(32,331)

(31,543)

State Government guarantee fee

(1,437)

(1,294)

Cash payments to suppliers and employees

(2,064)

(1,936)

31

34

(2,052)

(1,384)

4,709

4,653

(85,147)

(74,507)

22,000

(14,000)

(262)

(153)

42

41

(63,367)

(88,619)

(8,645)

(652)

(16,210)

36,786

Short term money market facilities

93,878

25,132

Fixed term borrowings

(9,171)

24,074

Bonus payment to councils and local government bodies

(2,300)

(2,000)

1,111

573

58,663

83,913

NET INCREASE/(DECREASE) IN CASH HELD

5

(53)

Cash at 1 July

1

54

6

1

Total

Note

$’000

$’000

$’000

$’000

63,600

673

-

64,273

CASH FLOWS FROM OPERATING ACTIVITIES
Interest and bill discounts received

Profit after income tax equivalents for 2017/18

-

4,393

-

4,393

Gain on revaluation of building floorspace

-

-

129

129

Total comprehensive result for 2017/18

-

4,393

129

4,522

Interest paid

Fees received
Income tax equivalents paid

Transfer to bonus payment provision
Transfer to general reserve
Balance at 30 June 2018
Adjustment on initial adoption of AASB 9
Adjusted balance at 1 July 2018

-

(2,300)

-

(2,300)

2,100

(2,100)

-

-

65,700

666

129

66,495

-

(338)

-

(338)

65,700

328

129

66,157

NET CASH PROVIDED BY OPERATING ACTIVITIES

7.2

CASH FLOWS FROM INVESTING ACTIVITIES
Loans to councils and local government bodies
Investment securities
Payments for property, plant & equipment

Profit after income tax equivalents for 2018/19

-

5,105

-

5,105

Proceeds from sale of property, plant & equipment

Total comprehensive result for 2018/19

-

5,105

-

5,105

NET CASH USED IN INVESTING ACTIVITIES

Transfer to bonus payment provision

-

(2,500)

-

(2,500)

2,300

(2,300)

-

-

68,000

633

129

68,762

Transfer to general reserve
Balance at 30 June 2019
All changes in equity are attributable to the owners.

CASH FLOWS FROM FINANCING ACTIVITIES
Promissory notes
Deposits from councils and local government bodies

Other
NET CASH PROVIDED BY FINANCING ACTIVITIES

CASH AT 30 JUNE

7.2

The accompanying notes form part of these financial statements.
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1. About the Local Government Finance Authority
The Local Government Finance Authority of South Australia (the Authority) is a for-profit Public
Authority and was established pursuant to the Local Government Finance Authority Act, 1983. The
Authority strives to be the leading financial institution for Local Government in South Australia and
aims to be the source of all loans and investments for councils by providing superior value offerings.
The Authority is not part of the Crown, nor is it an Agency or Instrumentality of the Crown as legislated
by S4(4) of the Local Government Finance Authority of South Australia Act, 1983.
The Authority does not control any other entity and has no interests in unconsolidated structured entities.
The financial statements and accompanying notes include all the controlled activities of the Authority.

1.1 Basis of preparation
The financial statements are general purpose financial statements prepared in compliance with:
•
•
•

section 23 of the Public Finance and Audit Act 1987;
Treasurer’s instructions and accounting policy statements issued by the Treasurer under the
Public Finance and Audit Act 1987; and
relevant Australian accounting standards.

For the 2018-19 financial statements the Authority adopted AASB 9 – Financial Instruments and is
required to comply with new Treasurer’s Instructions (Accounting Policy Statements) issued on
22 March 2019. Further information is provided in note 8.
The financial statements are prepared based on a 12 month reporting period and presented in
Australian currency. The historical cost convention is used unless a different measurement basis
is specifically disclosed in the note associated with the item measured.
Expenses and assets are recognised inclusive of the amount of GST as the Authority is a financial
supply only business.
Accounting judgements, estimates and assumptions
In the process of applying the Authority’s accounting policies, management has made
judgements in the classification of financial instruments which has had a significant effect on
the amounts recognised in the financial statements.
Some of the Authority’s financial instruments are measured at fair value for financial reporting
purposes. In estimating the fair value of financial instruments, the Authority uses market
observable data to the extent it is available.
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Notes to the Financial Statements
For the Year Ended 30 June 2019
Expected credit losses (ECL) are measured as an allowance equal to 12 month ECL for stage 1
assets, or lifetime ECL for stage 2 or stage 3 assets. An asset moves to stage 2 when its credit risk
has increased significantly since initial recognition. AASB 9 Financial Instruments does not define
what constitutes a significant increase in credit risk. In assessing whether the credit risk of an
asset has significantly increased management takes into account qualitative and quantitative
reasonable and supportable forward looking information.
Comparative information

1.3 Significant transactions with government related entities
2019

2018

$’000

$’000

Interest paid on borrowings

4,704

2,996

State Government guarantee fee

1,447

1,309

Income tax equivalents expense

2,188

1,883

275,290

199,228

708

596

Expense transactions with the South Australian government

Liabilities outstanding to the South Australian government

The presentation and classification of items in the financial statements are consistent with prior
periods except where specific accounting standards and accounting policy statements have
required a change.

Borrowings
Interest payable on borrowings

2. Board, committees and executives
Where presentation or classification of items in the financial statements has been amended,
comparative amounts have been reclassified unless reclassification is impracticable.

2.1 Key management personnel

The restated comparative amounts do not replace the original financial statements for the
preceding period.

Key management personnel who have responsibility for the strategic direction and
management of the Authority include members of the board and the Chief Executive Officer.

Rounding

Total compensation for key management personnel was as follows:

All amounts in the financial statements have been rounded to the nearest thousand dollars ($’000).
1.2 Objectives and programs

Salaries and other short-term employee benefits
Post-employment benefits

The objective of the Authority is to provide the best possible financial outcomes for our
members, generate sufficient profit to satisfy our stakeholder expectations and build adequate
reserves to assist with future profits.
The functions of the Authority are as follows:
•
•

to develop and implement borrowing and investment programmes for the benefit of
councils and prescribed local government bodies; and
to engage in such other financial activities as are determined by the Minister, after
consultation with the Local Government Association, to be in the interests of local
government.

Total compensation

2019

2018

$’000

$’000

463

446

44

47

507

493

Transactions with key management personnel and other related parties
Related parties of the Authority include all key management personnel and their close family
members and any entity that is controlled or jointly controlled by those persons. Close family
members are defined in AASB 124 Related Party Disclosures to include children, spouse or
partner, children of the spouse or partner and dependants of the key management personnel or
the spouse or partner.
There are no transactions to disclose for key management personnel and related parties.
The Authority transacts with councils, prescribed bodies and State Government agencies of
which board members may be key management personnel. Terms are consistent with the
Authority's normal commercial arrangements.
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Notes to the Financial Statements
For the Year Ended 30 June 2019
2.2 Board and audit committee members
Appointments to the board are made pursuant to Section 7 of the Local Government Finance
Authority Act, 1983.

Executive remuneration

LGFA Audit Committee
Cr John Frogley (Chair)			
Dr Andrew Johnson (Chair)		
Ms Annette Martin			
Mr Michael Sedgman			

No

No

N/A

1

$151 001 to $171 000

1

-

$171 001 to $191 000

1

-

$191 001 to $211 000

1

1

$431 001 to $451 000

1

1

Total

4

3

$149 000 to $151 000 *

LGA representative
Council representative to 31 December 2018
LGA representative
Council representative
LGA Chief Executive Officer
Council representative from 1 January 2019
Appointee of the Treasurer

* This band has been included for the purposes of reporting comparative figures based on the
executive base level remuneration rate for 2018-19.
The table includes all employees who received remuneration equal to or greater than the
base executive remuneration level during the year. Remuneration of employees reflects all
costs of employment including salaries and wages, payments in lieu of leave, superannuation
contributions, living away from home allowance, salary sacrifice benefits and fringe benefits and
any fringe benefits tax paid or payable in respect of those benefits.

Retired 31 December 2018
Chair from 1 January 2019
Commenced 1 January 2019

2.3 Board and executive remuneration

Total remuneration received by employees in this table for the year are $982,800 ($785,500).

3. Income

Board member remuneration

The number of members whose remuneration received or receivable
falls within the following bands:

2018

The number of employees whose remuneration received or receivable
falls within the following bands:

Members during the 2019 financial year were:
LGFA Governing Board
Mr John Comrie (Chair)			
Cr John Frogley (Deputy Chair)		
Dr Andrew Johnson (Deputy Chair)
Ms Annette Martin			
Mr Matt Pinnegar				
Mr Michael Sedgman			
Ms Heather Watts				

2019

2019

2018

No

No

No Remuneration

1

3

3.1 Interest on investments
2019

2018

$’000

$’000

1,113

1,597

-

36

1,113

1,633

2019

2018

$’000

$’000

Interest received on fixed rate debenture loans

23,217

24,175

Interest received on cash advance debenture loans

10,337

7,519

8,159

7,791

41,713

39,485

$1 - $19 999

5

4

Interest received on investments

$20 000 - $39 999

1

1

Gain on futures contracts

Total

7

8

Total interest on investments

The total remuneration received or receivable by governing board members was $64,600 ($61,400)
which includes salary and superannuation. No additional fees were paid to audit committee
members.
In accordance with the Premier and Cabinet Circular No. 016, SA Government employees did not
receive any remuneration for board/committee duties during the financial year. The amount
payable in respect of the Chief Executive Officer of the Local Government Association of
South Australia is paid to the Local Government Association of South Australia.

36

3.2 Interest on loans and advances

Interest received on interest rate swaps
Total interest on loans and advances
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4.4 Administration expenses

3.3 Other income

Guarantee fee income
Fair value hedge accounting gain
Gain on sale of fixed assets
Total other income

2019

2018

2019

2018

$’000

$’000

$’000

$’000

31

32

Audit fees

75

75

113

-

Board fees

65

61

-

5

Computer expenses

71

77

144

37

Consultancy fees

82

60

118

150

Insurance

24

24

Occupancy expenses

33

33

1,232

1,174

Software license fees

117

113

Sponsorships

112

107

Other administration expenses

283

274

Total administration expenses

2,212

2,148

Depreciation and amortisation

4. Expenses
4.1 Interest on deposits from councils and local government bodies

Salaries & on-costs
2019

2018

$’000

$’000

Interest paid on deposits from councils and local government bodies

9,326

9,282

Total interest on deposits from councils and local government bodies

9,326

9,282

4.2 Interest on borrowings

Interest paid on borrowings
Interest paid on interest rate swaps
Loss on futures contracts
Total interest on borrowings

Audit fees
2019

2018

$’000

$’000

4,704

2,998

17,656

19,017

2019

2018

272

114

$’000

$’000

22,632

22,129

Auditing work performed by the Auditor-General's Department*

55

55

Financial Management Compliance Program by an independent audit firm

20

20

Total audit fees

75

75

4.3 State Government guarantee fee
2019

2018

$’000

$’000

State Government guarantee fee

1,447

1,309

Total State Government guarantee fee

1,447

1,309

The amounts received, or due and receivable in respect of this financial year by the Auditors in
connection with:

* Audit fees paid/payable to the Auditor-General's Department relating to work performed
under the Public Finance and Audit Act 1987. No other services were provided by the AuditorGeneral's Department.

A fee is paid to the State Government for the guarantee of the liabilities of the Authority.
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For the Year Ended 30 June 2019
4.5 Other expenses

Consultants
The number of consultancies and the dollar amount paid/payable to consultants that fell within
the following bands:

Fair value hedge accounting loss
No

2019

No

$’000

$’000

$’000

-

11

Increase in expected credit loss allowance

60

-

$’000

Total other expenses

60

11

2019

2018

$’000

$’000

Income tax equivalent expense

2,188

1,883

Total income tax equivalent expense

2,188

1,883

3

12

3

8

$10 000 or above

2

70

2

52

Total consultants

5

82

5

60

4.6 Income tax equivalent expense

Depreciation and amortisation
2019

2018

$’000

$’000

Building floorspace

26

26

Computer software

53

41

2

47

Motor vehicles

19

18

Office equipment

18

18

118

150

Total depreciation and amortisation

2018

2018

Below $10 000

Furniture and fittings

2019

All fixed assets, having a limited useful life, are systematically depreciated/amortised over their
useful lives in a manner that reflects the consumption of their service potential.

The Authority is required to make payments equivalent to company income tax under the taxation
equivalent payment system. The equivalent company income tax liability is calculated/applied on an
accounting profits basis.
Payments are made to the Department of Treasury and Finance and held in the Local Government
Taxation Equivalents Fund. In accordance with Section 31A of the Local Government Finance Authority
Act, 1983 the funds are to be applied for local government development purposes as recommended by
the Local Government Association.

5. Assets
Useful life
5.1 Accrued interest receivable *
Depreciation/amortisation is calculated on a straight-line basis over the estimated useful life of
the following classes of assets as follows:

Interest receivable on:

Class of asset

Useful life (years)

Loans to councils and local government bodies

Building floorspace

70

Investment securities

Computer software

2.5 - 3

Total accrued interest receivable

Furniture and fittings

5

Motor vehicles

5.5 - 10

Office equipment

3

40

2019

2018

$’000

$’000

4,448

3,625

388

459

4,836

4,084

* The accrued interest receivable on derivatives which are required to be recorded at fair value and the
hedge accounting revaluation have been transferred to the respective line items.

LGFA Annual Report 2019

41

Notes to the Financial Statements
For the Year Ended 30 June 2019
5.2 Investment securities

5.5 Property, plant and equipment
2019

2018

2019

2018

$’000

$’000

$’000

$’000

Bank term deposits

20,000

42,000

Building floorspace

Total investment securities

20,000

42,000

Building floorspace at fair value

1,813

1,813

Accumulated depreciation at the end of the period

5.3 Other assets

(45)

(19)

1,768

1,794

340

340

(337)

(335)

3

5

Motor vehicles at cost (deemed fair value)

288

231

Accumulated depreciation at the end of the period

(40)

(49)

248

182

95

89

(42)

(77)

53

12

2,072

1,993

Total building floorspace
2019

2018

$’000

$’000

Sundry debtors and prepayments

92

275

Total sundry debtors and prepayments

92

275

5.4 Net loans and advances

Furniture and fittings
Furniture and fittings at cost (deemed fair value)
Accumulated depreciation at the end of the period
Total furniture and fittings
Motor vehicles

2019

2018

Total motor vehicles

$’000

$’000

Office equipment

Advances

337,741

237,937

Office equipment at cost (deemed fair value)

Term loans

461,724

476,382

Accumulated depreciation at the end of the period

Loans and advances

799,465

714,319

Total office equipment

45,680

30,229

Hedge accounting revaluation
Expected credit loss allowance
Net loans and advances

(398)

-

844,747

744,548

Total property, plant and equipment

The following security is held over loan agreements entered into by the Authority:

Building floorspace

(i) Debentures over council general revenue
Loan agreements with councils are secured by debentures which provide a charge over
council general revenue.

The Authority obtains a valuation appraisal from a professionally qualified valuer of its owned
and occupied building floorspace every five years in accordance with APS 116.D.

(ii) Schedule 2 of the Local Government Act 1999
Loans to prescribed local government bodies which are council subsidiaries rely upon the
constitutional obligations of councils in the guarantee of the liabilities incurred or assumed
by subsidiaries as per Schedule 2 of the Local Government Act 1999.

The latest market valuation appraisal was provided by WBP Property Group as at 5 October
2017. Any accumulated depreciation as at the revaluation date is eliminated against the gross
carrying amount of the building floorspace and the net amount is restated to the revalued
amount.
Impairment

(iii) First registered mortgage and specific security deed
Loan agreements with the Local Government Association of South Australia (LGA) are secured by first
registered mortgage over their building at 148 Frome Street, Adelaide, SA, 5000. In addition to this a
specific security deed was entered into between the Authority and LGA in relation to the State-Local
Government Infrastructure Partnership (SGLIP). The specific security deed grants the Authority a first
ranking security interest over certain cash flows arising from the SGLIP agreement.

42

Property, plant and equipment have not been assessed for impairment as they are non-cash
generating assets, that are specialised in nature and held for continual use of their service
capacity.
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Reconciliation 2018-19
Building
floorspace

Furniture &
fittings

Motor
vehicles

Office
equipment

Intangible assets are initially measured at cost and are tested for indications of impairment
at each reporting date. Following initial recognition, intangible assets are carried at cost less
accumulated amortisation and any accumulated impairment losses.

Total

$’000

$’000

$’000

$’000

$’000

1,794

5

182

12

1,993

Acquisitions

-

-

135

59

194

Disposals

-

-

(50)

-

(50)

(26)

(2)

(19)

(18)

(65)

1,768

3

248

53

2,072

Carrying amount at
1 July 2018

Depreciation
Carrying amount at
30 June 2019

The acquisition of or internal development of software is capitalised only when the expenditure
meets the recognition criteria for capital expenditure.
The internally developed computer software relates to the development of applications
including the customer transaction reporting system and web portal.
Reconciliation 2018-19
Internally developed
computer software

Reconciliation 2017-18
Building
floorspace

Furniture &
fittings

Motor
vehicles

Office
equipment

Total

$’000

$’000

$’000

$’000

$’000

1,691

51

169

26

1,937

Acquisitions

-

1

67

4

72

Disposals

-

-

(36)

-

(36)

Carrying amount at
1 July 2017

Revaluation increment/
(decrement)

129

-

-

-

129

Depreciation

(26)

(47)

(18)

(18)

(109)

1,794

5

182

12

1,993

Carrying amount at
30 June 2018

2019

2018

$’000

$’000

Computer software
111

69

Accumulated amortisation

(66)

(47)

Purchased computer software

357

339

(312)

(281)

90

80

Total computer software

44

$’000

$’000

Carrying amount at 1 July 2018

22

58

80

Acquisitions

41

22

63

Amortisation

(18)

(35)

(53)

45

45

90

Carrying amount at 30 June 2019

Reconciliation 2017-18
Internally developed
computer software

Other computer
software

Total

$’000

$’000

$’000

-

37

37

Acquisitions

25

59

84

Amortisation

(3)

(38)

(41)

Carrying amount at 30 June 2018

22

58

80

6. Liabilities
6.1 Deposits from councils and local government bodies

Internally developed computer software

Accumulated amortisation

Total

$’000

Carrying amount at 1 July 2017

5.6 Intangible assets

Other computer
software

2019

2018

$’000

$’000

At call

235,367

256,282

Fixed term

247,355

242,650

Total deposits from councils and local government bodies

482,722

498,932
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6.5 Provisions

Concentrations of deposits
The Authority is an industry specific financial institution which operates under the Local Government
Finance Authority Act, 1983. The Authority is restricted by legislation to accepting deposits from councils
and local government bodies operating in South Australia.

6.2 Accrued interest payable
Interest payable on:
Deposits from councils and local government bodies
Borrowings*
Total accrued interest payable

2019

2018

$’000

$’000

1,684

1,811

708

596

2,392

2,407

* The accrued interest payable on interest rate swaps which are required to be recorded at fair value has
been transferred to the Derivatives line item.

6.3 Borrowings

2018

$’000

$’000

Employee benefits

444

420

Fringe benefits tax

24

20

Bonus payment to councils and local government bodies

2,500

2,300

Provision for income tax equivalents

1,247

1,110

Total provisions

4,215

3,850

Employee benefits
A provision is made in respect of the Authority's liability for annual leave and long service
leave as at balance date. Long service leave is accrued for all employees from the date of
commencement of service. The amount included in the accounts is the undiscounted amount
expected to be paid.
No provision is made in the accounts for sick leave entitlements.

2019

2018

$’000

$’000

222,865

128,987

Fixed term borrowings

39,904

49,074

Promissory notes

12,521

21,167

Total borrowings

275,290

199,228

Short term money market facility

2019

Bonus payment
A provision is made for the annual bonus to clients which is based on their average account
balances for loans and deposits during the financial year. This payment is made pursuant to
Section 22(2)(b) of the Local Government Finance Authority Act, 1983.
Income tax equivalents

6.4 Derivatives
2019

2018

$’000

$’000

(5,946)

(6,837)

Interest receivable on interest rate swaps

(756)

(953)

Interest payable on interest rate swaps

3,217

3,507

Fair value adjustment

41,612

25,984

Sub-total interest rate swaps

38,127

21,701

Swap principal receivable

Futures contracts

-

68

Total derivatives

38,127

21,769

46

A provision is made for income tax equivalents payable as at 30 June 2019.
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7. Other disclosures

Movement in provisions during the year
2019

2018

$’000

$’000

Bonus payment to councils and local government bodies

General reserve

Opening balance 1 July

2,300

2,000

Increase in provision

2,500

2,300

(2,300)

(2,000)

2,500

2,300

Opening balance 1 July

1,110

611

Increase in provision

2,188

1,883

(2,051)

(1,384)

1,247

1,110

Amounts paid
Closing balance 30 June
Provision for income tax equivalents

Amounts paid
Closing balance 30 June

6.6 Other liabilities

The general reserve has been accumulated from profits earned in previous years. The purpose
of the reserve is to provide the Authority with a strong financial position and to safeguard
against any future adverse conditions that may be encountered. Further profits are earned
through the reinvestment of the reserve funds.
Revaluation reserve
The asset revaluation surplus is used to record increments and decrements in the fair value
of building floorspace to the extent that they offset one another. Relevant amounts are
transferred to retained earnings when an asset is derecognised.
7.2 Cash flow

2019

2018

$’000

$’000

48
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Sundry creditors

287

254

Total other liabilities

335

300

Employee on-costs

7.1 Equity

Employee on-costs includes employer superannuation contributions which are settled when
the respective employee benefits that they relate to is discharged.

Cash flows presented on a net basis
Cash flows arising from the following activities are presented on a net basis in the statement of
cash flows:
(i)
(ii)
(iii)
(iv)

Client deposits and withdrawals;
Sales and purchases of money market securities;
Drawdown and repayment of loans and investments; and
Fees paid and received

Sundry creditors are raised for all amounts owing but unpaid. Sundry creditors are normally
settled within 30 days from the date the invoice is first received. All sundry creditors are noninterest bearing. The carrying amount of sundry creditors represents fair value due to their
short-term nature.
Superannuation commitments
The Authority contributes to superannuation funds as chosen by individual employees. There
is no liability for payments to beneficiaries as they have been assumed by the superannuation
scheme. The only liability outstanding at reporting date relates to any contributions due but not
yet paid.
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Cash flow reconciliation
2019

2018

$’000

$’000

Cash at bank disclosed in the statement of financial position

6

1

Balance as per the statement of cash flows

6

1

Reconciliation of cash at bank at the end of the reporting period

Profit after income tax equivalents

5,105

4,393

Decrease/(increase) in interest receivable

(264)

(342)

Decrease/(increase) in sundry debtors

(37)

41

Increase/(decrease) in interest payable

(374)

(131)

38

16

165

520

Expected credit loss allowance

60

-

Depreciation and amortisation

118

150

(113)

11

11

(5)

4,709

4,653

Increase/(decrease) in provisions

Revaluation loss/(gain)
Loss/(gain) on disposal of fixed assets
Net cash provided by operating activities

•
•

removal of the additional requirement to report transactions with the SA Government.
increasing the bands from $10,000 to $20,000 for employee and board member reporting.

These changes, however, do not impact on the amounts reported in the financial statements.
8.2 AASB 9 Financial instruments

Reconciliation of net cash provided by/(used in) operating activities to
profit after income tax

Increase/(decrease) in other liabilities

The new accounting policy statements have largely been prepared on a no-policy change basis.
Changes that impact on these financial statements are:

AASB 9 Financial Instruments replaces the provisions of AASB 139 Financial Instruments:
Recognition and Measurement that relate to recognition, classification and measurement of
financial assets and financial liabilities, derecognition of financial instruments and impairment
of financial assets. AASB 9 Financial Instruments provides the option to continue to apply
the hedge accounting requirements of AASB 139 Financial Instruments: Recognition and
Measurement. The Authority has chosen to continue with the AASB 139 hedge accounting
requirements.
The adoption of AASB 9 from 1 July 2018 resulted in changes in accounting policies and
adjustments to the amounts recognised in financial statements.

8. Changes in accounting policy

As part of the adoption of AASB 9, the Authority adopted consequential amendments to other
accounting standards and the Treasurer’s Instructions (Accounting Policy Statements) arising from
the issue of AASB 9 as follows:

8.1 Treasurer’s instructions (accounting policy statements)

•

On 22 March 2019 the Treasurer’s Instructions (Accounting Policy Statements) 2019 were issued
by the Treasurer under the Public Finance and Audit Act 1987. The accounting policy statements
replaced the following accounting policy frameworks:
•
•
•
•
•
•
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Purpose and scope
General purpose financial statements framework
Asset accounting framework
Financial asset and liability framework
Income framework
Definitions.

•

AASB 101 Presentation of Financial Statements requires the impairment of financial assets to
be presented in a separate line item in the statement of comprehensive income.
AASB 7 Financial Instruments: Disclosures requires amended disclosures due to changes
arising from AASB 9, these disclosures have been provided for the current year because the
comparatives have not been restated.

In accordance with transitional provisions and the Treasurer’s Instructions (Accounting Policy
Statements), AASB 9 Financial Instruments was adopted without restating comparative
information for classification and measurement requirements. All adjustments relating to
classification and measurement are recognised in retained earnings at 1 July 2018.
The adoption of AASB 9 has not had a significant effect on the recognition, measurement or
classification of financial liabilities.
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Impairment of financial assets

The total impact on the Authority's retained earnings as at 1 July 2018 is as follows:
2018
$’000
Closing retained earnings 30 June 2018 – AASB 139

666

AASB 9 replaces the ‘incurred loss’ model in AASB 139 with an ‘expected credit loss’ model. The
following financial assets of the Authority are subject to AASB 9’s new expected credit loss
model:

Adjustment to retained earnings from adoption of AASB 9
Expected credit loss allowance opening balance

(338)

Opening retained earnings 1 July 2018 – AASB 9

328

•
•

Investment securities
Loans and advances

To satisfy the requirements of AASB 9: Financial Instruments the Authority has implemented a
model for calculating an expected credit loss allowance using a forward looking approach (Refer
Note 10.3(b) Credit risk).

On 1 July 2018, the Authority has assessed and reclassified its financial assets into the
appropriate AASB 9 categories depending on the business model and contractual cash flow
characteristics applying to the asset. AASB 9 eliminates the AASB 139 categories of held to
maturity, loans and receivables and available for sale.

9. Outlook
Reclassification of financial instruments on adoption of AASB 9
9.1 Unrecognised contractual commitments
On the date of initial application, the Authority’s financial instruments were as follows, with any
reclassifications noted. There has been no re-measurement of the carrying amounts.
Measurement category
AASB 139

AASB 9

AASB 139 at
30 June 2018

AASB 9 at
1 July 2018

$’000

$’000

Commitments include operating, capital and outsourcing arrangements arising from
contractual or statutory sources and are disclosed at their nominal value.
Loan commitments

Financial assets
Cash at bank

Loans & receivables

Amortised cost

1

1

Accrued interest
receivable

Loans & receivables

Amortised cost

4,084

4,084

Investment securities

Loans & receivables

Amortised cost

42,000

42,000

Other assets

Loans & receivables

Amortised cost

275

275

Net loans and advances

Loans & receivables

Amortised cost

744,548

744,548

Deposits from councils
and local government
bodies

Amortised cost

Accrued interest payable

Amortised cost

Amortised cost

2,407

2,407

Borrowings

Amortised cost

Amortised cost

199,228

199,228

Fair value through
P&L

Fair value through
P&L

21,769

21,769

Provisions

Amortised cost

Amortised cost

3,850

3,850

Other liabilities

Amortised cost

Amortised cost

300

300
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Term loans approved not advanced
Total loan commitments

2018

$’000

$’000

465,928

522,872

5,000

1,320

470,928

524,192

9.2 Contingent assets and liabilities
Contingent assets and contingent liabilities are not recognised in the statement of financial
position, but are disclosed by way of a note and, if quantifiable, are measured at nominal value.

Financial liabilities

Derivatives – interest rate
swaps

Unused cash advance facilities

2019

Amortised cost

498,932

498,932

The Authority incurs contingent assets and liabilities as part of its normal operations in
providing borrowing and investment services to local government in South Australia as are
contemplated by its enabling legislation.
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Contingent assets
(a) Guarantee of the Treasurer of SA on liabilities
Under Section 24 of the Local Government Finance Authority Act, 1983, all financial
obligations incurred or assumed by the Authority are guaranteed by the Treasurer on behalf
of the State of South Australia.

(b) Performance bond/guarantees
(i) Northern Adelaide Waste Management Authority
The Authority has issued a performance bond/guarantee on behalf of the prescribed
local government body, Northern Adelaide Waste Management Authority, a regional
subsidiary of the City of Playford, Corporation of the Town of Gawler and City of
Salisbury in favour of the Environment Protection Authority.

As at 30 June 2019 the total liabilities guaranteed was $803.081 million.
As at 30 June 2019 the amount guaranteed was $1.350 million.
(b) Security for loan agreements
(i) Debentures over council general revenue
Loan agreements with councils are secured by debentures which provide a charge over
council general revenue.

As at 30 June 2019 the total loans secured by debenture was $745.863 million.
(ii) Schedule 2 of the Local Government Act 1999
Loans to prescribed local government bodies which are council regional subsidiaries rely
upon the constitutional obligations of councils in the guarantee of the liabilities incurred
or assumed by subsidiaries as per Schedule 2 of the Local Government Act 1999.

As at 30 June 2019 the total loans secured by Schedule 2 of the Local Government Act 1999
was $31.584 million.
(iii) First registered mortgage and specific security deed
Loan agreements with the Local Government Association of South Australia (LGA) are secured
by first registered mortgage over their building at 148 Frome Street, Adelaide, SA, 5000. In
addition to this a specific security deed was entered into between the Authority and LGA in
relation to the State Local Government Infrastructure Partnership (SGLIP). The specific security
deed grants the Authority a first ranking security interest over certain cash flows arising from
the SGLIP agreement. As at 30 June 2019 the total loans secured by first registered mortgage
and specific security deed was $22.018 million.

Note: Pursuant to Schedule 2 of the Local Government Act 1999, liabilities incurred or
assumed by a regional subsidiary are guaranteed by the constituent councils.
9.3 Impact of standards and statements not yet effective
The Authority has assessed the impact of new and changed Australian Accounting Standards
Board Standards and Interpretations not yet effective.
Treasurer’s Instructions (Accounting Policy Statements) 2019 issued by the Treasurer on 22
March 2019 are effective for 2018-19 reporting period and are addressed below in relation to
Standards not yet effective and in note 8.1. There are no accounting policy statements that are
not yet effective.
AASB 15 – Revenue from contracts with customers
The Authority is not required to adopt AASB 15 – Revenue from Contracts with Customers from 1
July 2019 as section 5(c) of the standard excludes financial instruments and other contractual
rights or obligations within the scope of AASB 9 Financial Instruments.
AASB 16 – Leases
The Authority has no lease contracts and therefore is not required to adopt AASB 16 – Leases
from 1 July 2019.

Contingent liabilities

10. Measurement and risk

(a) Financial guarantee
The Authority has issued a financial guarantee on behalf of the Workers Compensation
Scheme of the Local Government Association of South Australia in favour of the Return to
Work Corporation of South Australia. The guarantee is fully secured against depositor funds
held, the value of which will not be less than the value of any liability that might be incurred.

10.1 Fair value
AASB 13 Fair Value Measurement defines fair value as the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants, in the
principal or most advantageous market, at the measurement date.

As at 30 June 2019 the amount guaranteed was $25.178 million.
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The book value of financial assets and financial liabilities shown in the table below includes
principal, accrued interest and, where applicable, a fair value adjustment. The distribution of
accrued interest to asset and liability categories which are recorded at amortised cost in the
accounts will cause the amounts shown as book values to differ from those shown on the
statement of financial position.
Fair value of financial assets and financial liabilities
The following methods and assumptions are used to determine the fair values of financial assets
and liabilities:
Cash at bank
The book value is a reasonable estimate of the fair value due to the short-term nature.
Investment securities
The fair value of fixed term deposits held with banks is estimated based on a discounted cash
flow analysis utilising a zero coupon curve which is representative of the market rates used for
unwinding such instruments.

Other liabilities
The book value is a reasonable estimate of the fair value due to the short-term nature.
2019
Book
value

2018
Fair
value

Book
value

Fair
value

$’000

$’000

$’000

$’000

Financial assets

Category

Cash at bank

Amortised cost

6

6

1

1

Investment securities

Amortised cost

20,387

20,413

42,459

42,520

Other assets

Amortised cost

92

92

275

275

Net loans and advances

Amortised cost

849,195

876,853

748,173

770,637

Financial liabilities

Category

Deposits from councils and
prescribed bodies

Amortised cost

484,405

484,888

500,742

501,036

Borrowings

Amortised cost

275,998

278,045

199,824

200,223

Derivatives

FVTPL

38,127

38,127

21,769

21,769

Other liabilities

Amortised cost

335

335

300

300

Other assets
The book value is a reasonable estimate of the fair value due to the short-term nature.

Fair value hierarchy

Net loans and advances
The fair value is estimated based on a discounted cash flow analysis utilising a zero coupon
curve which is representative of the market rates used for unwinding such instruments.

The recognised fair values of financial assets and liabilities are classified according to the
following fair value hierarchy that reflects the significance of the inputs used in making the
measurements.

Deposits from councils and prescribed local government bodies
The fair value is estimated using discounted cash flow analysis based on current market rates for
deposits having substantially the same terms and conditions.

Level 1 - fair values that reflect unadjusted quoted prices in an active market for identical
assets/liabilities.

Borrowings
The fair value is estimated using discounted cash flow analysis based on current market rates for
borrowings having substantially the same terms and conditions.

Level 2 - fair values that are based on inputs that are directly or indirectly observable for the
asset/liability (other than unadjusted quoted price).
Level 3 - fair values that are derived from data not observable in a market.

Derivatives
The fair value of interest rate swaps is estimated based on a discounted cash flow analysis
utilising a credit adjusted zero coupon curve in accordance with AASB13 Fair Value
Measurement.

All financial assets and liabilities are classified as level 2.
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10.2 Financial instruments
Classification of financial instruments
Management determines the classification of financial instruments at initial recognition and at
each reporting date in accordance with AASB 9 Financial Instruments.
AASB 9 requires measurement of financial assets at either amortised cost or fair value through
profit and loss (FVTPL) depending on the Authority’s business model for managing the financial
assets and the contractual cash flow characteristics.

All financial instrument transactions and internal control activities are conducted within a board
approved risk policy document. A treasury management system is in place which provides
comprehensive accounting and reporting of financial instrument transactions which in turn
allows for compliance with the risk policy to be monitored closely.
The risk management process is subject to regular and close senior management scrutiny,
including regular board and other management reporting. An asset and liability committee
(ALCO) has been appointed to direct and monitor risk management operations in accordance
with the risk policy and is accountable to the board.
(a) Market risk

A financial asset is measured at amortised cost only if both of the following conditions are met:
The financial asset is held within a business model whose objective is to hold assets in order to
collect contractual cash flows.

Market risk for the Authority is primarily through interest rate risk. There is no exposure to
foreign currency risk.
Interest rate risk

The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.
The Authority has determined the following classifications for financial instruments held at 1
July 2018:
Classification of financial assets
Financial assets at amortised cost – Cash at bank, investment securities, loans and advances
and other assets are measured at amortised cost.
Classification of financial liabilities
Financial liabilities at amortised cost – Deposits from councils and local government bodies,
borrowings, provisions and other liabilities are measured at amortised cost.

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument
will fluctuate because of changes in market interest rates. The Authority’s exposure to
interest rate risk arises where mismatches occur between the maturities of financial
assets and financial liabilities. In order to mitigate this risk, the Authority has entered into
interest rate swap contracts and interest rate futures contracts to hedge actual financial
transactions.
(i) Fair value sensitivity analysis for fixed rate instruments

The Authority had a number of fair value hedges in place at the reporting date. As the
hedging instrument and hedged items have matching fixed rate positions which directly
offset each other there would be no material effect on profit or loss if interest rates
change.
(ii) Sensitivity analysis for variable rate instruments

Fair value through profit and loss - Derivative financial instruments are measured at fair value
with changes in the fair value taken to the statement of comprehensive income.
10.3 Risk management policies and procedures
The Treasurer issued a revised consent dated 20 March 2019, for the Authority to enter into
a range of financial instruments as part of its normal operations of providing borrowing
and investment services to local government in South Australia and for managing the
associated risks.
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It is estimated that a change of 50 basis points applied to the risk exposures in existence
at the reporting date would have increased/(decreased) profit for the reporting period
by the amounts shown below. For the purpose of this analysis variable rate instruments
include all variable rate interest bearing financial instruments which are due to be
repriced within 90 days of the reporting date.
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Principal
balance
30/06/19
$’000

+0.5%

Principal
balance
30/06/18
$’000
$’000

-0.5%

$’000

+0.5%

-0.5%

$’000

$’000

38,000

190

(190)

Variable rate financial assets
Investment securities

20,000

100

(100)

Loans and advances

340,741

1,704

(1,704) 237,937

1,190

(1,190)

Council deposits

401,797

(2,009)

2,009 424,891

(2,124)

2,124

Short term money market facility

222,865

(1,114)

1,114 128,987

(645)

645

12,521

(63)

21,167

(106)

106

417,287

2,086

(2,086) 431,218

2,156

(2,156)

-

-

-

312

(312)

704

(704)

973

(973)

Variable rate financial liabilities

Promissory notes
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Variable rate derivatives
Interest rate swaps (notional principal)
Futures (notional principal/bond formula)

Profit/(loss) interest rate sensitivity

11,000

(b) Credit risk
Credit risk is the risk that one party to a financial instrument will cause a financial loss for
the other party by failing to discharge an obligation. The Authority’s exposure to credit risk
arises from the potential default by counterparties with whom financial assets are held.

The measurement of expected credit losses is a function of the probability of default,
loss given default (i.e. the magnitude of the loss if there is a default) and the exposure at
default. The assessment of the probability of default and loss given default is based on
historical data adjusted by forward looking information as described above. For financial
assets, the expected credit loss is estimated as the difference between all contractual
cash flows that are due to the Authority in accordance with the contract and all the cash
flows that the Authority expects to receive, discounted at the original interest rate.
The Authority recognises an impairment gain or loss in profit or loss for investment
securities and loans with a corresponding adjustment to their carrying amount through
a loss allowance account. The following table shows the movement in expected credit
losses that has been recognised for the respective financial assets.

Balance as at 1 July 2018 before adjustment

(i) Investments and derivatives

Balance as at 1 July 2018 after adjustment

(ii) Loans and advances

Credit limits are applied to individual councils based on debt servicing levels not
exceeding board approved percentages. Debt servicing levels are analysed on receipt
of each loan application and the board approved percentages are reviewed annually.
Credit risk is considered minimal as the majority of loan agreements are secured by
debentures providing a charge over the council’s general revenue.

12-month ECL
Loans and advances
$’000
1
337
1
337
(1)
61
398

Investment securities
$’000

Included in the Authority’s risk policy document is a credit risk limits policy which stipulates
counterparty credit limits as follows:

Individual counterparties are assessed based on Standard & Poor’s credit ratings and
a limit applied based on that rating. Specific approvals are given for counterparties
that are outside of this criteria. Regular reporting of investment and derivative credit
exposures are provided to the board and management.
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The Authority has not incurred any bad debts on loans since its inception in 1984. To
satisfy the requirements of AASB 9: Financial Instruments the Authority has implemented
a model for calculating an expected credit loss (ECL) allowance using a forward-looking
approach. There are no loans in default or greater than 30 days past due. Additional
consideration has been given to changing economic conditions and other issues that
may affect the credit risk on financial assets. Consequently, the Authority concludes that
all the counterparties have low risks of default and do not have any past-due amounts.
As a result, the ECL allowance calculation under the methodology is limited to the
following twelve months rather than assigning a lifetime allowance.

Adjustment upon application of AASB 9
Movement for the year
Balance as at 30 June 2019

There has not been any significant change in the gross amounts of the above financial
assets that has affected the estimation of the loss allowance.
The carrying amount of the Authority’s financial assets at FVTPL as disclosed in Note 10.1
best represents its respective maximum exposure to credit risk. The Authority holds no
collateral over any of these balances.
A concentration of credit risk occurs in relation to loans and advances as under the
Local Government Finance Authority Act, 1983, loans and advances made are restricted to
councils and local government bodies.
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Non-derivative financial assets are shown below at face value or amortised cost and
derivative financial assets are shown at their fair value plus the credit conversion factors
in line with the APRA Guidelines. The Authority uses Standard and Poor’s credit ratings to
assess the credit quality of the counterparties it invests with. Loans to councils and local
government bodies are shown as No Rating (NR) in the following analysis as they are not
required to be rated in this manner.
Short term rating

2019

Long term rating

A1+

AA-

A

NR

Total

$’000

$’000

$’000

$’000

$’000

6

-

-

-

6

Investment securities

20,000

-

-

-

20,000

Loans and advances

-

-

-

799,465

799,465

Derivatives

-

3,700

1,200

-

4,900

20,006

3,700

1,200

799,465

824,371

Cash at bank

Total

Short term rating

2018

A1+

A1

Long term rating

A2

AA-

A

NR

Total

$’000

$’000

$’000

$’000

$’000

$’000

$’000

1

-

-

-

-

-

1

Investment securities

28,000

5,000

9,000

-

-

-

42,000

Loans and advances

-

-

-

-

-

714,318

714,318

Derivatives

-

-

-

3,500

1,600

-

5,100

28,001

5,000

9,000

3,500

1,600

714,318

761,419

Cash at bank

Total

(c) Liquidity risk
Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations
associated with financial liabilities. The Authority’s exposure to liquidity risk arises where
a mismatch of cash flows between short term financial liabilities and long term financial
assets exists.
The Authority has a State Government guarantee covering all liabilities which enables
it to borrow funds as required from the financial markets at favourable rates. In order to
cover seasonal shortfalls in funding the Authority has access to short term borrowing
arrangements with the South Australian Government Financing Authority (SAFA).

The following are the remaining contractual maturities of financial liabilities, including
estimated interest payments:
2019
Non-derivative financial liabilities
Deposits from councils and local
government bodies
Borrowings
Derivative financial liabilities
Interest rate swaps - outflow
Interest rate swaps - inflow
2018
Non-derivative financial liabilities
Deposits from councils and local
government bodies
Borrowings
Derivative financial liabilities
Interest rate swaps - outflow
Interest rate swaps - inflow

Carrying Contracted
amount cash flows
$’000
$’000

0-3
months
$’000

3 - 12
months
$’000

1-5
years
$’000

>5
years
$’000

484,406
275,998

(484,406)
(275,998)

(403,481)
(237,166)

(80,925)
(1,088)

(27,240)

(10,504)

197,303
(159,176)

(206,894)
166,626

(8,106)
9,357

(44,752)
34,374

(107,814)
86,882

(46,222)
36,013

Carrying Contracted
amount cash flows
$’000
$’000

0-3
months
$’000

3 - 12
months
$’000

1-5
years
$’000

>5
years
$’000

500,743
199,824

(500,743)
(199,824)

(426,703)
(151,789)

(64,022)
(26,056)

(10,018)
(9,040)

(12,939)

229,706
(208,005)

(251,327)
217,049

(8,051)
10,538

(43,606)
32,603

(140,418)
122,607

(59,252)
51,301

10.4 Fair value hedges
AASB 9 Financial Instruments provides an option to continue to apply the hedge accounting
requirements of AASB 139 Financial Instruments: Recognition and Measurement. The Authority has
chosen to continue with the AASB 139 hedge accounting requirements.
The Authority uses interest rate swaps to hedge the interest rate risk associated with long
term fixed rate debenture loans to councils and prescribed bodies. Hedge accounting is used
where it has been determined that the hedge is highly effective and has been documented in
accordance with AASB 139 Financial Instruments: Recognition and Measurement.
Sources of hedge ineffectiveness in the fair value hedge relationships include:

A liquidity policy is included in the Authority’s risk policy document which provides for
regular management reporting in order to closely monitor the liquidity position. The risk
policy requires that sufficient funds are available at all times to meet any reasonable calls on
its liabilities.

•

•
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the effect of the counterparty and the Authority’s own credit risk on the fair value of the
interest rate swap contracts which is not reflected in the fair value of the hedged item
attributable to the change in interest rates; and
differences in variable rate reset frequencies between the interest rate swap contracts and
the hedged items.
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No other sources of ineffectiveness emerged from these hedging relationships.

We certify that the:

The following tables detail information required to be disclosed by AASB 7 Financial
Instruments: Disclosures regarding the fair value hedge relationships outstanding at the
end of the reporting period.

• financial statements of the Local Government Finance Authority of South Australia:

Fair value hedges

-- comply with relevant Treasurer’s instructions; and

Average contracted
fixed interest rate

Hedging
instruments
Interest rate swaps

2019

2018

2019

2019

2018

2018

Change in fair
value used for
recognising hedge
ineffectiveness

2019

2018

$’000

$’000

$’000

$’000

$’000

$’000

$’000

4.046%

4.302%

411,341

424,381

(38,127)

(21,700)

(15,627)

5,778

2019
$’000

Fixed rate loans

Notional principal
amount

Carrying amount
of the hedging
instrument:
assets/(liabilities)

$’000

Carrying amount of
the hedged item:
assets / (liabilities)

Hedged items

-- are in accordance with the accounts and records of the authority; and

2018

Accumulated
amount of fair value
hedge adjustments
on the hedged item
included in the
carrying amount of
the hedged item:
debit/ (credit)

2019

Line item in the
statement of
financial position in
which the hedged
item is included

2018

$’000

$’000

$’000

(421,702) (434,365)

42,463

26,722

-- present a true and fair view of the financial position of the authority at the end of the
financial year and the result of its operations and cash flows for the financial year.
• Internal controls employed by the Local Government Finance Authority of South Australia
over its financial reporting and its preparation of the financial statements have been effective
throughout the financial year.

Change in fair
value used for
recognising hedge
ineffectiveness

2019
Net loans and
advances

-- comply with relevant accounting standards; and

2018

$’000

$’000

15,740

(5,788)

PA Slater
Chief Executive Officer

GC Hollitt
Financial Controller

The following table details the hedge ineffectiveness arising from the fair value hedge
relationships and the line item in profit or loss in which the hedge ineffectiveness is included.
Amount of hedge ineffectiveness
recognised in profit or loss (P/L)

Hedged items
Fixed rate loans

2019

Line item in P/L in which hedge
ineffectiveness is included

2018
$’000

$’000

113

(11)

JAC Comrie
Chairman

Other income/expenses

20 August 2019
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Independent Auditor’s Report
To the Chairman
Local Government Finance Authority of South Australia
As required by section 31(1)(b) of the Public Finance and Audit Act 1987 and section 33(2) of the
Local Government Finance Authority Act 1983, I have audited the financial report of the Local
Government Finance Authority of South Australia for the year ended 30 June 2019.

Responsibilities of the Chief Executive and Board for the financial report
The Chief Executive is responsible for the preparation of the financial report that gives a true and
fair view in accordance with the Treasurer's Instructions issued under the provisions of the Public
Finance and Audit Act 1987 and Australian Accounting Standards, and for such internal control
as management determines is necessary to enable the preparation of the financial report that
gives a true and fair view and is free from material misstatement, whether due to fraud or error.

Opinion
In my opinion, the accompanying financial report gives a true and fair view of the financial
position of the Local Government Finance Authority of South Australia as at 30 June 2019,
its financial performance and its cash flows for the year then ended in accordance with the
Treasurer's Instructions issued under the provisions of the Public Finance and Audit Act 1987 and
Australian Accounting Standards.

In preparing the financial report, the Chief Executive Officer is responsible for assessing the
entity's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the entity is to be liquidated or
to cease operations, or has no realistic alternative but to do so.
The Board is responsible for overseeing the entity's financial reporting process.

The financial report comprises:

Auditor's responsibilities for the audit of the financial report

• a Statement of Comprehensive Income for the year ended 30 June 2019

My objectives are to obtain reasonable assurance about whether the financial report as a whole
is free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes my opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with Australian Auditing Standards will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of this financial report.

• a Statement of Financial Position as at 30 June 2019
• a Statement of Changes in Equity for the year ended 30 June 2019
• a Statement of Cash Flows for the year ended 30 June 2019
• notes, comprising significant accounting policies and other explanatory information

As part of an audit in accordance with Australian Auditing Standards, I exercise professional
judgement and maintain professional scepticism throughout the audit. I also:

• a Certificate from the Chief Executive, Chair and Financial Controller.
Basis for opinion
I conducted the audit in accordance with the Public Finance and Audit Act 1987 and Australian
Auditing Standards. My responsibilities under those standards are further described in the
'Auditor's responsibilities for the audit of the financial report' section of my report. I am
independent of Local Government Finance Authority of South Australia. The Public Finance
and Audit Act 1987 establishes the independence of the Auditor-General. In conducting
the audit, the relevant ethical requirements of APES 110 Code of Ethics for Professional
Accountants have been met.

• identify and assess the risks of material misstatement of the financial report, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for my opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control
• obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Local Government Finance Authority of South
Australia's internal control

I believe that the audit evidence obtained is sufficient and appropriate to provide a basis for
my opinion.
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• evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Chief Executive
• conclude on the appropriateness of the entity's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the entity's ability to continue as a
going concern
• evaluate the overall presentation, structure and content of the financial report, including
the disclosures, and whether the financial report represents the underlying transactions and
events in a manner that achieves fair presentation.
My report refers only to the financial report described above and does not provide assurance
over the integrity of electronic publication by the entity on any website nor does it provide an
opinion on other information which may have been hyperlinked to/from the report.
I communicate with the Chief Executive and the Board about, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that I identify during the audit.
Andrew Richardson
Auditor-General
26 August 2019
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