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Chairman’s Review

WE AGAIN MANAGED
TO EXCEED PLAN
IN TERMS OF
PROFITABILITY
GENERATING $4.350M
BEFORE TAX.



ECONOMIC
CONDITIONS

Financial conditions remained challenging over the year.
European economic weakness and uncertainty about the future

of the European single currency dominated the first half of the year.
This weakness and uncertainty resulted in highly volatile financial
markets globally. The Australian dollar appreciated significantly in
this period as global investors sought to buy Australian government

bonds and other highly rated Australian debt.

The second half of the year saw more stability in global financial
markets. United States economic data suggested that the
quantitative easing programme being undertaken by the

US government, was creating jobs and delivering growth to the

US economy. However some of the global optimism was
dampened by a confinued weaker growth outlook for China.

The Australian dollar fell from recent highs to around $0.92 US dollars
at the time of writing, on the back of speculation about the US
ending their quantitative easing programme and a market view that
the Reserve Bank of Australia will need to lower interest rates even

further in the future.

The Reserve Bank of Australia cut interest rates in 2012/13 by 0.75%
to help support demand in the Australion Economy.

The unemployment rate in Australia crept up over the last year from
5.1% 10 5.7%. Many economic commentators believed that the
higher unemployment rate was afttributed 1o the persistently high
Australian dollar hurfing exporters (which has since moderated)

and the capital expenditure phase of the Australian mining boom

coming to an end.

Wholesale funding markets and wholesale credit spreads improved
in the second half of the year. The improved wholesale conditions
helped banks improve their margins, but did not moderate the high

rates being paid to retail and middle market depositors.

LENDING
ACTIVITIES

This year has seen Councils able to continue to access relatively
cheap fixed and floating rate funding to provide the myriad of

functions and services their communities now desire.

Total loans outstanding at balance date were $591.6M, which
comprised $414.3M of fixed rate mainly “Credit Foncier” loans,
and $177.3M of Cash Advance Debenture loans. This is another

record for the Authority from last year’s total level of $581.2M.

Councils seem to be taking advantage of the flexibility associated
with the Cash Advance Debenture suite of products which
infroduces floating rate debt into lending portfolios. The fotal Cash
Advance Debenture limifs as at 30/6/2013 increased by $33M during
the year to $533M (Councils $505M, Prescribed Local Government
Bodies $28M) and outstandings at balance date were $177M which

was a $23M increase from last year.

Fixed Term lending rates are off their “lows” which occurred in the
first half of the financial year. However 10 and 15 year fixed rates
can still be accessed in the low to mid 5.0% range which we believe
represents excellent long tferm value. New fixed rate drawdowns for

the year were just over S41M.

Councils can be assured that with their continued support of the
Authority’s deposit service which allows us access to funding, we will
continue to provide fee-free, low interest rate funding options to our

Council clients.



IN A COMPETITIVE
DEPOSIT MARKET
THE LGFA WAS ABLE
TO SUBSTANTIALLY
GROW THE DEPOSIT
BASE TO AN AVERAGE
DAILY DEPOSIT LEVEL
OF $424M (2012 $375M).



NEW PREMISES
-

As our existing lease at 16 Hutt Street was unable to be extended
in April this year, we sought alfernate accommodation in the

immediate area.

Space was not available in the new LGA Building in Frome Street and

other lease arangements were expensive and not particularly ideal.

After careful consideration and a detailed financial analysis,
approval was sought to purchase floor space in the Aurora Building,
147 Pirie Street. We purchased 274 square metres under Community
Title on the 12th floor and moved in after the fit-out was completed
on Monday 22 April 2013.

We are extremely happy in the new premises and confident that this

decision will prove to be a very worthwhile investment.

OUR NEW OFFICES
ARE LOCATED ON THE
12TH FLOOR OF THE
AURORA BUILDING
AT 147 PIRIE STREET.
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NUMBER OF MEETINGS HELD: 11

Mr Anthony Pederick 11

Mr Paul Cohen 3 (Eligible 8)
Councillor John Frogley 10

Ms Wendy Campana 6

Ms Sue McCormick 11

Mr David Posaner 11
Councillor John Sanderson 11

Mr Jeff Tate 3 (Eligible 3)

Mr Chris Russell

(Deputy for Ms Wendy Campana) 3



STAFF

The organisation has a small team of professional and enthusiastic
people who all contribute to the excellent results achieved. They
ensure Members receive the best possible outcomes from dealings
with the Authority.

Our staff has again made a significant contribution o the success
of the Authority during 2012/2013 and | take this opportunity to thank

them for their efforts and loyalty.

On the 1T May 2013 we farewelled Ryan Easton, our popular and
energetic Manager Lending. Ryan accepted a senior position with
BT Financial Group. Although only here for two years, he made a

significant contribution and we wish him all the best in his new role.

Following Ryan’s departure, management took the opportunity o
re structure the office slightly and recruit a new Money Market
Manager. Bob Hardy assumed his new role as Senior Manager
Financial Markets (with emphasis on lending) and reporting fo him
Davin Lambert (ex Bendigo & Adelaide Bank) was recruited as the

Money Market Manager.

Kristen Spehr joined the Authority on 3 December 2012 to take

on the role of Business Support Officer.

With CEO Paul Slater agreeing to stay on for a further five years, the
team looks to be well settled and keen to assist our customers in the

years ahead.

L L]

OUR STAFF HAS AGAIN
MADE A SIGNIFICANT
CONTRIBUTION TO
THE SUCCESS OF THE
AUTHORITY DURING
2012/2013.

TONY PEDERICK OAM
CHAIRMAN

g

SEPTEMBER 2013
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Authority Profile

THE AUTHORITY
. IS A STATUTORY
AUTHORITY
ESTABLISHED FOR
THE BENEFIT OF
COUNCILS AND
OTHER PRESCRIBED
LOCAL GOVERNMENT
BODIES WITHIN THE
STATE.
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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
govermnment 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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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 $29.925M has been
distributed with a further $1.74M to be paid in respect of the
year ended 30 June 2013. This year’s payment of $1.74M when
combined with previous special allocations for local government
purposes of $2.875M will result in overall payments benefiting the

local government community of $34.54M.

In line with past practise 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 $1.28M with the balance of
$460,000 allocated fo loans and thereby maintaining percentage

levels similar to previous years.



Profit Before Income
Tax Equivalents

The following graph illustrates Profit before Income Tax Equivalents for the $ 1 1 2 M I LLION

Local Government Finance Authority of South Australia since 1985.

(all profits as $'000) TOTAL PROFIT







COWANDILLA DRAINAGE SYSTEM - RAIN GARDENS

Large areas of the suburbs of Brooklyn Park, Cowandilla, and Mile
End were originally established with an absence of underground
stormwater drainage infrastructure. Investigations undertaken by the
City of West Torrens in the late 1980s identified and outlined a master
plan for the installation of a new major trunk stormwater drainage
system to establish an appropriate level of underground stormwater

drainage through these suburbos.

THE TOTAL
INVESTMENT IN THESE
STAGES OF THE PROJECT
IS APPROXIMATELY
$4.75M

Stages 9 through 12 of this network resulted in the installation of
new stormwater drainage within the streets of Mile End, providing
improved stormwater management o a dozen streets using in

excess of 3,000 metres of new stormwater pipe work of varying sizes.
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The adoption of best practice stormwater management principles
were also an important and highly successful element of the design
and implementation of these stages of the stormwater network
extension. A large proportion of the stormwater runoff from the streets
being serviced by these new works is collected through the utilisation
of "Rain gardens”. These collection devices are a form of Water
Sensitive Urban Design (WSUD) which improves stormwater runoff quality,
make passive use of stormwater runoff, provide some detention and
reduction of stormwater flows and improves street aesthetics and

amenity through the provision of a sustainable landscape.

THE CITY OF WEST
TORRENS SOUGHT LOAN
FUNDS FROM LGFA
FOR PART FUNDING
OF THE COWANDILLA
DRAINAGE SYSTEM.



NARACOORTE REGIONAL LIVESTOCK EXCHANGE

The Naracoorte Lucindale Council owns the Naracoorte Regional
Livestock Exchange (NRLE) which is located on the Wimmera

Hwy, 2 kilometres east of Naracoorte. Naracoorte is a regional
service centre located in the Limestone Coast, 330km South East of
Adelaide.

The NRLE operates as a stand-alone business unit within Council and
is overseen by the NRLE Board (a section 41 Committee of Council).
The NRLE is the premier livestock selling facility in the Limestone
Coast. In 2011 /2012, 105,000 cattle and 471,000 sheep were sold
through the NRLE.

Throughout, the NRLE's 39 year history many upgrades and

expansions have occurred.

In 2012 Council completed the Reclaimed Water Reuse Project
which resulted in the installation of a waste water treatment plant

and the construction of a roof over the cattle selling yards.

The sale yards has greatly reduced the volume of water extracted
from the aquifer and meets Environment Protection Authority (EPA)
guidelines for disposal of waste water, as well as greatly improving

the cattle selling operations.

This project has multiple benefits such as producing high value reuse
options for animal effluent at reduced ongoing costs, reduced
groundwater take from the aquifer, increased rainwater use within
the facility, improved animal welfare and increased comfort for users
of the facility.
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The NRLE contributes significant direct and indirect economic
benefits to the Naracoorte Lucindale community; providing local
livestock growers with a facility close to their operations, transport
operators who move stock and purchase fuel, locals who work there,
agents who use the yards and the businesses in Naracoorte who

support the NRLE operations and its users.

The Naracoorte Regional Livestock Exchange Reclaimed

Water Reuse Project has provided an excellent opportunity for

the Naracoorte Lucindale Council to review operations at the
Naracoorte Regional Livestock Exchange and look at the future of
the facility. This project has provided a state of the art waste water
freatment plant which includes technology from around the world

along with a stand out roof over the cattle selling yards.

THIS PROJECT WAS POSSIBLE
DUE TO A $1.85M GRANT
COUNCIL RECEIVED FROM THE
AUSTRALIAN GOVERNMENT
THROUGH THE NATIONAL
WATER SECURITY PLAN FOR
CITIES AND TOWNS. THE GRANT
WAS MATCHED WITH COUNCIL
FUNDS AS A RESULT OF A LOAN
FROM THE LGFA.



MOONTA COMMUNITY WASTEWATER
MANAGEMENT SCHEME (CWMS)

The Copper Coast Council commenced the construction of the LO AN FUND S F ROM

Moonta CWMS Stage 1 project in February 2013. To date a third of

the linear pipe laying has been completed as well as two of the five LGFA CONTRIBUTED TO

new pump stations. As part of the project the contractors, CME Civil,

have procured two rock saws specifically to suit the conditions of the T H E F UND I NG O F T H I S
project. These have been utilised successfully on the project thus far

protecting houses within the project that are very old with suspect P RO] E CT'

or non-existent foundation structure. The circular blade transfers the

vibration laterally causing very little vibration fransfer.
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Financial Report




Statement of

Comprehensive Income

FOR THE YEAR ENDED 30 JUNE 2013

2013 2012

NOTE $°000 $°000
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Statement of

Financial Position

AS AT 30 JUNE 2013

2013 2012
NOTE $°000 $°000




Statement of
Changes in Equity

FOR THE ENDED 30 JUNE 2




Statement of
Cash Flows

FOR THE YEAR ENDED 30 JUNE 2013

2013 2012

$°000 $°000
INFLOWS/ INFLOWS/
(OUTFLOWS) (OUTFLOWS)
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Notes to and Forming Part

of the Financial Statements

FOR THE YEAR ENDED 30 JUNE 2013

BASIS OF ACCOUNTING
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CLASSIFICATION OF

FINANCIAL INSTRUMENTS
FINANCIAL ASSETS OR FINANCIAL
LIABILITIES AT FAIR VALUE THROUGH
PROFIT AND LOSS

LOANS AND RECEIVABLES
FAIR VALUE HEDGE

HELD TO MATURITY FINANCIAL ASSETS

AVAILABLE-FOR-SALE FINANCIAL ASSETS FINANCIAL LIABILITIES AT AMORTISED COST

INTEREST INCOME INTEREST EXPENSE

INTEREST ON INVESTMENTS INTEREST ON DEPOSITS FROM COUNCILS
AND LOCAL GOVERNMENT BODIES

INTEREST ON BORROWINGS
INTERESTS ON LOANS AND ADVANCES
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INCOME TAX HEDGE ACCOUNTING
EQUIVALENTS

INVESTMENT
SECURITIES
DERIVATIVE
TRANSACTIONS
LOANS AND ADVANCES
PROPERTY, PLANT AND

EQUIPMENT
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CONCENTRATIONS ACCOUNTING
OF DEPOSITS JUDGEMENTS,
ESTIMATES AND
ASSUMPTIONS

SIGNIFICANT ACCOUNTING JUDGEMENTS

PROVISIONS
EMPLOYEE BENEFITS
SIGNIFICANT ACCOUNTING
ESTIMATES AND ASSUMPTIONS
BONUS PAYMENT
COMPARATIVE
INFORMATION
INCOME TAX EQUIVALENTS

GENERAL RESERVE
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o

All amounts in the financial statements have been rounded to the

nearest thousand dollars ($'000).

q.

The Authority did not voluntarily change any of its accounting

policies during 2012-13.

Australian accounting standards and interpretations that have
recently been issued or amended but are not yet effective, have not
been adopted by the Authority for the period ending 30 June 2013.

The Authority has assessed the impact of AASB 13 Fair Value
Measurement and considers that there will be a financial i
which will be quantified upon implementing the stan
ending 30 June 2014.

The Authority has assessed the impact of
Instruments and considers there wiII_ be no fin

b is due fo be adopted in the fimnEial year
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NO.

NO.
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(a) CONTINGENT ASSETS

(b) CONTINGENT LIABILITIES
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PRINCIPAL PRINCIPAL
BALANCE -0.5% BALANCE +0.5% -0.5%

30/06/13 30/06/12 R
$°000 $°000 $°000 $°000 $°000
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—— SHORT TERM RATING ——  ———— LONG TERM RATING
Al+ Al A2 AA- A+ A A- NR TOTAL

$°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000

2013

2012

39



CARRYING CONTRACTED 0-3 3-12 1-5
AMOUNT  CASHFLOWS MONTHS MONTHS YEARS

$°000 $°000 $°000 $°000 $°000

2013

2012
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2013
J:[0]0) ¢

VALUE
$°000

FAIR
VALUE
$°000

2012

BOOK
VALUE
$°000

FAIR
VALUE
$°000



LEVEL 1 LEVEL 2 LEVEL 3

$°000 $°000 $°000

2013

2012

43



Certification of the

Financial Statements




Independent Auditor’s

Report

TO THE CHAIRMAN OF
THE BOARD OF TRUSTEES
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, | have audited the accompanying financial report of
the Local Government Finance Authority of South Australia for the

financial year ended 30 June 2013. The financial report comprises:

A Statement of Comprehensive Income for the year ended
30 June 2013

A Statement of Financial Position as at 30 June 2013

A Statement of Changes in Equity for the year ended
30 June 2013

A Statement of Cash Flows for the year ended 30 June 2013
Notes to and forming part of the financial statements

A Certificate from the Chairman, the Chief Executive Officer

and the Manager, Corporate Services.

THE BOARD

OF TRUSTEES
RESPONSIBILITY
FOR THE FINANCIAL
REPORT

The Board of Trustees are responsible for the preparation of the
financial report that gives a frue and fair view in accordance with
the Treasurer’s Instructions promulgated under the provisions of the
Public Finance and Audit Act 1987, the Local Government Finance
Authority Act 1983 and Australian Accounting Standards, and for
such internal control as the Board of Trustees determine is necessary
to enable the preparation of the financial report that is free from

material misstatement, whether due to fraud or error.



AUDITOR’S
RESPONSIBILITY

My responsibility is to express an opinion on the financial report
based on the audit. The audit was conducted in accordance
with the requirements of the Public Finance and Audit Act 1987
and Australian Auditing Standards. The auditing standards require
that the auditor comply with relevant ethical requirements

and that the auditor plan and perform the audit to obtain
reasonable assurance about whether the financial report is

free from material misstatement.

An audit involves performing procedures to obtain audit

evidence about the amounts and disclosures in the financial report.
The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of
the financial report, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant

to the entity’s preparation of the financial report that gives a

frue and fair view in order fo design audit procedures that are
appropriate in the circumstances. An audit also includes evaluating
the appropriateness of the accounting policies used and the
reasonableness of accounting estimates made by the Board of

Trustees, as well as the overall presentation of the financial report.

| believe that the audit evidence | have obtained is sufficient and

appropriate to provide a basis for my audit opinion.

OPINION

In my opinion, the 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 2013, its financial performance
and its cash flows for the year then ended in accordance with
the Treasurer’s Instructions promulgated under the provisions

of the Public Finance and Audit Act 1987 and Australian

Accounting Standards.

Oﬁ,\_fzﬂ_h__i

S O’NEILL
AUDITOR-GENERAL
11 September 2013
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