


Member Councils

As at 30 June 2016

Adelaide City Council

Adelaide Hills Council

Alexandrina Council

The Barossa Council

District Council of Barunga West
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

District Council of Copper Coast
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
District Council of Mallala
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
Corporation of 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
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Board of Trustees

Mr Tony Pederick OAM
Chairman
Chairman

Forerunner Computer
Systems Pty Ltd

Cr John Frogley
Deputy Chairman
Councillor

City of Norwood, Payneham
& St Peters

Mr Matt Pinnegar

Chief Executive Officer
Local Government Association

Matt commenced as CEO of the
LGA as at 7 September 2015

Mr Mark Searle was Acting CEO
of the LGA from 27 April to
4 September 2015

Deputy: Mr Chris Russell
Strategic Adviser

Mr Craig Fowler

Director Finance

South Australian Government
Financing Authority (SAFA)
Appointee of the Treasurer

Craig was appointed on
22 October 2015

Mr David Posaner’s term expired
on 30 September 2015

Cr John Sanderson

Councillor
City of Mitcham

Ms Susan McCormick

Deputy Director
State Recovery Office

Appointee of the Minister
for Finance

Mr Raj Rajamani

Senior Consultant /
Operations Excellence
GRP Global
Appointee of LGA

Chairman’s Review

Mr Tony Pederick OAM
Chairman

In a slow business environment, LGFA's
performance has been extremely pleasing.
While adhering to strict risk tolerances and
credit limits, LGFA has again returned a profit
above budget.

LGFA competes with the banks and other
financial institutions, but we have retained
nearly 100% of all loan business and our share of
available deposits was around 90%. This increase
in deposit levels has been achieved by marketing
to those Councils with deposit potential
identified in our Council Survey last year. Thank
you Members for your continued support.
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With more and more Councils utilising floating
rate debt to fund working capital requirements,
our borrowers have benefited from very low
short term interest rates. Infrastructure projects
were mainly financed by fixed longer term debt.

Profitability this financial year has been
excellent, with a $6.23 million pre-tax profit
ending another superb year. This achievement
ranks second of all time for the 32 years the
LGFA has been in existence. The income tax
equivalent of $1.87 million will be paid to the
State Government for use by Local Government
to fund Research and Development projects.

A bonus to Councils and Prescribed Local
Government Bodies of $2 million has been
approved for payment by the Board of Trustees.

We wish to acknowledge the continuing
support of SAFA for our liquidity requirements
and the Government for our guarantee.



Economic Conditions and Lending Activities

Over the past year the global economy grew below
trend as high unemployment and low inflation
dampened economic activity.

The United States (US) economy improved over
the past year as the US jobless rate fell from
5.5% to 4.9% and the economy grew by 2.1%.
The more positive outlook gave the US Federal
Reserve the opportunity to increase the US official
cash rate by 0.25% in December. In January,
Chinese economic growth printed at 6.9% year
on year, its lowest level in over 25 years. After this
release Chinese and Global equity markets saw
large losses as investors feared that a Chinese
slowdown could dampen growth around the
globe. Later in the year European growth forecasts
were downgraded after the United Kingdom
voted to leave the European Union.

Over the past year the Australian economy
performed relatively well however was
challenged by lower commodity prices and lower
than expected price inflation. The unemployment
rate fell from 6.3% to 5.7% and the GDP annual
growth rose from 2.3% to 3.1%. Early in the year
the price of the key commodities such as iron
ore, coal and copper fell in response to fears of

a Chinese and global economic slowdown, this
placed pressure on Australian terms of trade and
Australian Dollar (AUD). The AUD ranged between
$0.69 and $0.78 USD over the year in review.

The Reserve Bank of Australia (RBA) cut the
official cash rate by 0.25% at the May 2016
meeting to an historic low of 1.75%. The RBA
was given scope to cut rates when inflation data
released in April showed that consumer prices
had deflated by -0.2% over the prior quarter,
taking the year on year figure to a low 1.3%.

The level of loans outstanding at balance
date has eased slightly from last year due to
Councils receiving a prepayment of half their
2015-2016 Financial Assistance Grant in late
June 2015.

Total loans outstanding as at 30 June 2016
were $624.3 million (last year $650.1 million)
which comprised $428.8 million of fixed rate
mainly “credit foncier”loans and $195.5 million
of Cash Advance Debenture (CAD) facilities.

It was interesting to see through-out the
year that several Councils decided to take
advantage of the low long term fixed interest
rates on offer and more evenly balance the
floating / fixed components of their loan
portfolio. They achieved this by borrowing at
a fixed interest rate and using the proceeds
to repay floating rate debt under their CAD
facilities. This also gives Councils greater
certainty in budgeting for their future interest
costs.

Fixed term lending rates have continued to
ease through-out the year and 10 - 20 year
fixed lending rates are now in the mid 3% to
4% range which are generational lows.

“Councils decided

to take advantage

of the low long term
fixed interest rates on
offer and more evenly
balance the floating /
fixed components of
their loan portfolio”

INnvestment Activity

Deposit funds at call with the LGFA currently
attract the official RBA cash rate. Over the last
year the LGFA at call rate reduced from 2.00%
to 1.75% in line with the change to the official
cash rate in May.

Australian Major Banks were able to access
domestic and international wholesale markets
for most of the 2015-2016 financial year,
although be it at wider margins than previous
years. Towards the end of the year wholesale
markets were effectively closed when the UK
unexpectedly voted to leave the European
Union. This created fierce competition for
domestic retail and middle market deposits
as Australian Banks looked to shore up their
balance sheets coming into the 30 June
balance date.

The average daily deposit level of $441million
(2014-2015 $414 million) which was higher
when compared to the previous year.
Deposits from Councils are still highly valued
by Banks and Financial Institutions alike, as
deposits from Councils are considered more
stable than other market segments. Despite
the continued strong competition and the
propensity for Councils to run down cash
reserves and use Cash Advance Debenture
(CAD) facilities for cash flow purposes, we
still aim to increase the deposit levels from
Councils in the 2016-2017 financial year.
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“Average daily
deposit level
of $441M”



