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INTRODUCTION 
 

The Long Term Financial plan forms part of Brewarrina Shire Council’s overall Resourcing Strategy. 

The Resourcing Strategy consists of Council’s Long Term Financial Plan, Workforce Management 

Strategy and Asset Management Strategic Plans. 

These documents give consideration of the capacity of Brewarrina Shire Council to deliver on 

items identified in the Brewarrina Shire Community Strategic Plan 2026 and to prioritize items into 

the four year Delivery Program and the one year Operational Plan. 

The Long Term Financial Plan (LTFP) also provides a means of determining service levels and 

the rate of infrastructure renewal possible based on different funding scenarios. Council will 

further develop this aspect as Council’s Draft Asset Management Strategic Plan is being developed. 

Council’s LTFP covers all areas of Council operations and considers the high degree of 

infrastructure renewal required. 

The LTFP will be subject to continuous review and adjustment as circumstances and priorities 

change as driven by the Brewarrina Shire Community Strategic Plan and other factors which impact 

upon Council’s resourcing plans. 

The LTFP enables Council to model the financial impacts of various activities, initiatives, service 

levels and programs as well as perform risk analysis in terms of measuring the impacts of changing 

assumptions such as inflation, rate pegging, interest rates etc. 

This LTFP covers the 10 year planning period from 2020/21 to 2029/30. 

Integrated Planning & Reporting Framework 
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OBJECTIVES OF THE LONG TERM FINANCIAL PLAN 

This is the second comprehensive LTFP developed by Brewarrina Shire Council under the new 

integrated planning guidelines. Accordingly, the plan will be subject to further refinement as the 

Asset Management Plans are further developed. 

The LTFP has taken into consideration areas of priority that are consistent with the Brewarrina Shire 

Community Strategic Plan and Asset Management Plans with identified service level objectives. 

The LTFP sets the basis of resourcing Council’s activities that are included in Council’s 

c u r ren t  Delivery Program. The Operational Plan is prepared based on Council’s known resourcing 

strategy that defines the limits of Council’s capacity to deliver services and renew and provide 

infrastructure. 

The aim of the LTFP is to put in place a financial structure for strategic financial decision making 

based on guiding principles for the short and long term periods. 

FINANCIAL SUSTAINABLITY 

Financial sustainability is a key challenge facing Council and Local Government in general due to 

several contributing factors including: 

 increased demand for services beyond those traditionally provided, 

 cost shifting from other levels of government, 

 ageing infrastructure and constraints on revenue growth, 

 rate pegging constraints, 

 uncertainty over grant income, 

 increased maintenance due to an ageing infrastructure network, 

 cost increases in major inputs in excess of CPI 

 

The financial modelling underpinning this LTFP confirms that if Council is to maintain current service 

levels, ensure existing assets are maintained and renewed as required and the demand for new 

facilities is met it is not financially sustainable in the long term given its current level of resourcing. 

The financial challenges identified have emerged over a number of years and can be attributed to: 

 cost shifting from other levels of Government, with local government being forced to take on 
increased responsibilities without being provided appropriate funding to meet these 
additional responsibilities, 

 increase in regulatory compliance and reporting (red tape),
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Cost Shifting 

Cost shifting describes the situation where the responsibility for, or the cost of, providing a certain 

service, concession, facility or regulatory function are ‘shifted’ from a higher level of Government 

without the provision of corresponding funding or an ability to raise revenue to adequately fund the 

shifted responsibility. 

There have been a number of enquiries and surveys of cost shifting over the years with the latest 

LGNSW survey confirms that cost shifting has increased to 7.5%.  

Contributions to the Fire & Rescue NSW, NSW Rural Fire Service and State Emergency Service, the 

NSW Government’s failure to reimburse the full mandatory pensioner rebates, the cost of regulation of 

companion animals, swimming pool compliance, and administration of environmental regulations are 

all examples of cost shifting that impact on Council’s financial performance and place additional 

pressure on its financial sustainability. 

Cost Increases 

Council has experienced cost increases well in excess of inflation for a number of major expenditure 

items over the past few years, a trend that is expected to continue. 

As a consequence, Council’s expenditure base has increased at a significantly higher rate than its 

revenue base. 

Infrastructure Renewals and Backlog 

The issue of financial sustainability of local government has been identified as a major issue in a 

number of State based and National inquiries and studies into the issue over many years. Each has 

identified a shortfall in infrastructure renewal expenditure and a substantial backlog in infrastructure 

spending as the major issue facing the industry, primarily due to limited funding opportunities 

available, coupled with the diverse and increasing demand on Council’s resources. 

Council is developing asset management plans and indications are that current levels of maintenance 

and renewals fall short of that required to maintain the assets in a satisfactory condition. 

The asset management plans will quantify the level of spending required to maintain existing 

infrastructure assets and address any infrastructure backlog. 

Further detail of this issue, including its impacts and associated risks if not addressed, is contained in 

Council’s Asset Management Plans. 
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PLANNING ASSUMPTIONS 

The LTFP is based on a number of planning assumptions. These assumptions were used to model 

and formulate the plan and test a range of scenarios, a process which ultimately formed the basis of 

the proposed LTFP. 

The key planning assumptions considered in the development of the LTFP are detailed below. 

Rate Pegging Increases in Rates 

On 4 June 2010 the NSW Government announced a number of new functions for the Independent 

Pricing and Regulatory Tribunal (IPART) relating to Local Government. 

The new functions include IPART determining the peg for Councils general rate revenue, and 

reviewing Council’s applications for special variations and minimum rate increases under the Local 

Government Act 1993. Part of this new framework includes IPART establishing a Local Government 

Cost Index (LGCI), which will be used in the setting of the maximum allowable increase in general 

revenue. 

The rate peg announced by IPART on Thursday, 12 September 2019 for 2020/21 is 2.6%. 

Interest on Investments 

Forecast investment returns have been averaged at 0.5% in Scenario 1 (Planned Forecast), 2.0% in 

Scenario 2 (Optimistic Forecast) and 2.50% in Scenario 3 (Conservative Forecast) per annum per 

year over the life of the plan. 

Inflation Consumer Price Index (CPI) 

Forecast CPI at a rate of 2% in Scenario 1 (Planned Forecast), 1% in Scenario 2 (Optimistic Forecast) 

and 5.0% in Scenario 3 (Conservative Forecast) per annum over the 10 year period is utilized as the 

inflator for items of operating revenue and expenditure. 
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REVENUE FORECASTS 
 

Rates & Annual Charges 

In preparing this LTFP, a number of scenarios were modelled to identify possible strategies to address 

the financial challenges facing Brewarrina Shire Council. Scenario 1 (Planned) was developed on the 

average increase of 2.5% in rates and annual charges from 2021/22 onwards. Scenario 2 (Optimistic) 

was developed on an average increase of 5% in rates and annual charges from 2021/22 onwards. 

Scenario 3 (Conservative) was developed with 1% increase in rates and annual charges from 2021/22 

onwards. 

User Charges and Fees 

User Fees and Charges include fees for use of Council facilities and fees for private works 

undertaken. No significant new User Charges or Fees opportunities have been identified as part of the 

development of the CSP. These services are assumed to be provided on the same pricing basis and 

are forecast to increase in line with inflation. 

Given that User Charges and Fees represent around 22% of total revenues the potential error margin 

of this assumption, and resultant impact on financial position, is not considered material to Council’s 

operations. 

Operating Grants & Contributions 

In reviewing operating grants and contributions it is considered prudent not to forecast an increase, 

other than for CPI, over the period of the plan. It is unlikely that there will be any increase in grants, or 

provision of new grants, for current services. Any reduction or discontinuance of grants will be offset 

by a corresponding reduction in expenditure. 

Capital Grants & Contributions 

As with the operating grants and contributions it is considered prudent not to forecast an increase, 

other than for CPI, over the period of the plan. It is unlikely that there will be any increase in grants, or 

provision of new grants, for capital works. Any reduction or discontinuance of grants will be offset by a 

corresponding reduction in expenditure. Capital expenditure on roads is funded from operating grants 

received from RMS (Block grant) and from Roads to Recovery. 

EXPENDITURE FORECASTS 

Much of Council’s expenditure is ongoing and regular. Expenditure forecasts are regularly reviewed 

through the quarterly budget review process and as a part of the annual review and updating of the 

LTFP. This process identifies any changes in services provided, service levels, commitments and 

changes to costs for goods and services consumed. 

The basis of the forecasts for major expenditure items are detailed below. 

Employee Costs 

Employee costs consist of salaries and wages, employee leave entitlements, Council’s contribution to 

superannuation schemes, workers compensation insurance, fringe benefits tax and employee training 

costs. 
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Salaries and wages make up the majority of employee cost and combined with employee leave 

entitlements represent 84% of this expenditure item. 

As part of its financial strategy, Council sets aside a reserve to enable any ‘spikes’ in employee leave 

entitlements, particularly resulting from the retirement or resignation of long serving employees, to be 

funded. The reserve currently represents 62% of total employee entitlement provisions and is forecast 

to remain at this percentage for the 10 year plan. 

Borrowing Costs 

The LTFP does not include any new borrowings for the life of the plan however Council does have the 

ability if it chooses to borrow money for projects in any given year. Brewarrina Shire Council current 

Debt Service Ratio is 1:15.22. 

Materials, Contracts and Other Operating Costs 

Expenditure on materials, contracts and other operating cost has been generally based on CPI. 

Capital Works – Asset Acquisitions/Renewals 

The capital works program in this plan have been taken from rolling works programs, Plant 

Replacement Program, Water & Sewerage Strategic Plan and other known works scheduled. Some 

capital works are fully funded by operating grant funding (i.e. Roads & Maritime Services - Block 

Grant, Supplementary Block Grant and Repair Program) if the funding is not received the capital 

works will not be undertaken. 

The plan assumes the Roads to Recovery Program will be in place for the next 10 years.
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SENSITIVITY ANALYSIS 

The LTFP is based on a number of underlying assumptions. Sensitivity analysis identifies the impact 

on Council’s financial position any changes in these assumptions will affect outcomes of the plan. 

Sensitivity analysis looks at ‘what if’ scenarios. For example, what happens to Council’s financial 

position if salary and wages increases are 1% higher than forecast; or investment returns are 1% less 

than forecast in the LTFP Plan. 

The major underlying assumptions underpinning the LTFP have been subject to sensitivity analysis 

which has identified the following impacts: 

Rate Pegging 

The impact of a reduction in rate pegging each year from Scenario 1 (Planned Forecast) was 

modeled and the analysis indicated that the rates & annual charges would be reduced by $260,000 at 

the end of 10 years. 

Investment Returns 

The impact of a reduction in investment returns was modeled and the analysis indicated that the 

investment revenue would reduce by $40,000 at the end of 10 years. 
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FINANCIAL STRATEGIES UNDERPINNING THE LTFP 

This LTFP identifies possible strategies that need to be addressed to ensure Council is financially 

sustainable into the future. The key strategies underpinning the LTFP are: 

 achieving balanced cash budgets 

 maintaining a sound financial position  

 maintaining a positive unrestricted cash and investment balance 

 maintaining  service levels 

 progressively increasing funding for asset maintenance and renewal 

 maintaining a fair and equitable rating structure 

 

Without the identification of appropriate financial strategies, Council is clearly not financially 

sustainable in the long term and as a result, the community aspirations identified and articulated 

in the CSP would not be able to be achieved. 

The financial challenges faced by Council, as measured in the scenarios below, will require an 

innovative multi-faceted financial strategy if Council is to continue to deliver the level of services 

currently provided and satisfy the demand for additional facilities and  existing asset renewals. 

Identifying Budget Expenditure Reductions 

In response to the financial challenges highlighted in this LTFP each department within Council 

will undertake an ongoing annual review of its current activities and service levels to identify 

possible opportunities to reduce budget expenditures without significant reductions in service 

levels. 

Productivity Improvements & Initiatives 

The continued pursuit of productivity improvements over the period of the plan is a critical 

component of the strategy developed to deliver financial sustainability. As previously indicated, 

Brewarrina Shire Council is committed to a process of continuous improvement and 

organisational development and this process will continue to deliver productivity improvements 

that will contribute to addressing unexpected funding gaps that may occur. 
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FINANCIAL MODELLING SCENARIOS 

In preparing this LTFP, three (3) scenarios have been modelled to inform the community of the 

financial implications of the activities and the level of services under different strategies. 

The three (3) scenarios are: 

Scenario 1 – (Planned Forecast) 

This scenario is based upon a 2.6% general rate revenue increase in 2020/21 then a 2.5% 

increase in all rates and annual charges each year after. 

Interest on investments has been estimated at 0.5% for the life of the plan. 

Inflation estimated at 2% in 2020/21 and for the life of the plan. 

The trend of this scenario shows significant drop in internal restrictions to fund both operational 

and capital expenses by the end of the plan. 

Scenario 2 – (Optimistic Forecast) 

This scenario is based upon a 2.7% general rate revenue increase in 2020/21 then an increase of 

5% in all rates and annual charges each year after. 

Interest on investments has been estimated at 0.5%, then 2% for the life of the plan. Inflation 

estimated at 1% for the life of the plan. 

Scenario 3 – (Conservative Forecast) 

This scenario is based upon a 2.6% general rate revenue increase in 2020/21 then a 1% increase 

in all rates and annual charges each year after. 

Interest on investments has been estimated at 0.5% in 2020/21 then 2.5% for the life of the plan. 

Inflation estimated at 5% for the life of the plan. 
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SUMMARY OF THE LTFP 

This is the third comprehensive LTFP prepared by Council under the new Integrated Planning and 

Reporting guidelines. 

The plan has been prepared based on Council’s known financial position together with financial 

forecasts. 

The LTFP will be monitored and amended each year in line with Council’s actual situation, the 

economic climate and forecast, and future changes in Council’s priorities. 

FINANCIAL MODELLING OUTPUTS 

Following are the financial modelling outputs for each of the three (3) scenarios being: 

i) Projected (Consolidated Funds) Income Statement 

ii) Projected (Consolidated Funds) Statement of Cash Flows 

iii) Projected (Consolidated Funds) Statement of Financial Position
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SCENARIO No. 1 - (Planned Forecast) 

 
The above Income Statement is consistent with the normal ongoing operations of Brewarrina Shire Council, it provides for existing levels of service in all operations of Council, the 

forecast indicates an upward trend in the operating result.  

The Income Statement does not forecast for any profit or loss on the disposal of assets and does not forecast for any profit or loss on the disposal of assets. 
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SCENARIO No. 1 - (Planned Forecast) 
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SCENARIO No. 1 - (Planned Forecast) 
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SCENARIO No. 2 - (Optimistic Forecast) 

 

The above income statement has been forecast to increase general rates, garbage, water and sewerage annual charges by 5% for the last 9 years of the plan, as can be seen 

the operating result would turn into large surpluses over the years that could potentially enable a vast increase in the levels of service in all operations of Council. 

Investment interest of 5% and inflation of 1% per year is also unrealistic. 
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SCENARIO No. 2 - (Optimistic Forecast) 
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SCENARIO No. 2 - (Optimistic Forecast) 
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 SCENARIO No. 3 - (Conservative Forecast) 

 

The above conservative income statement with increases in rates and annual charges of 1% and inflation at 5% for the term of the plan shows that Council would be operating 

deficits each year which is not sustainable. The only way Council could survive under this scenario would be dramatically cut staff and therefore levels of service in all 

operations of Council. 

The Income Statement does not forecast for any profit or loss on the disposal of assets. 
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SCENARIO No. 3 - (Conservative Forecast) 
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SCENARIO No. 3 - (Conservative Forecast) 
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FINANCIAL INDICATORS 

Financial indicators are a benchmark tool to assess actual performance against performance targets, 

the most common tools used are included in the General Purpose Financial Statements in Note 22(a) – 

Statement of Performance Measurement - Indicators. 

Unrestricted Current Ratio – this ratio measures Councils council’s ability to meet its financial 

obligations in the short term, such as paying for goods and services supplied. 

Local Government Benchmark: 

Greater than 2   Financially Sustainable 

Between 1 and 2   Corrective Action required for long term 

sustainability Less than 1 Financially Unsustainable 

Debt Service Ratio – this ratio measures the cost of paying debt (principal & interest) as a 

percentage of income from continuing operations. 

Fit for the Future (FFTF) Benchmark: Greater than 0% and Less than 20% 

Rates & Annual Charges Coverage Ratio – this ratio measures percentage of rates and annual charges 

levied compared to the total income from continuing operations. 

Rates & Annual Charges Outstanding Percentage – this ratio measures the percentage of all rates and 

annual charges collectable for the year against the actual collections for the year. 

Local Government Benchmark of acceptability for Rural Councils is <10% 

Asset Renewal Ratio – this ratio measures Councils rate at which assets are being renewed against 

the rate at which they are depreciating. 

FFTF Benchmark is 100% or greater. 

A percentage of 100% indicates that the renewal of assets equals the amount of depreciation. On the 

following pages are tables of the above ratios using all scenarios. 

 

 

  


