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Introduction
The 2040 Community Strategic Plan (CSP) identifies 
the aspirations and priorities for the community, and 
the expectations they have for the future. However, 
these aspirations can only be achieved if sufficient and 
sustainable resources are available.

This Long Term Financial Plan expresses, in financial 
terms, how Council’s finances will operate over the next 
10 years and how Council will fund activities over the 
short, medium and long term to meet the objectives of 
the CSP. It aims to provide a sound basis for strategic 
decision making to ensure Council achieves financial 
sustainability.

This Plan aims to:

•  provide sound forecasts of Council’s financial 
performance and position for a range of planning 
scenarios that respond to the aspirations of the 
community

• achieve and maintain a sound and stable financial 
position over the long term

•  achieve a balanced budget over the long term

• address how Council will survive future financial 
pressures

• identify strategies that support the sustainable 
provision of services identified by the community, 
and whether Council can afford what the 
community requests

• ensure Council can meet its financial obligations as 
and when they are due

• provide a clear and transparent picture of Council’s 
long term financial situation

The modelling that occurs as part of this Plan will help 
Council identify potential financial issues at an early 
stage and gauge their long term effect. The Plan will 
be updated annually as part of the development of the 
Operational Plan to reflect the changes in economic 
assumptions, better information and revised forecasts. 
It will also be reviewed in detail as part of the four 
yearly review of the Community Strategic Plan and 
Delivery Program
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Financial sustainability
Financial sustainability is broadly defined as the ability 
to provide acceptable, affordable and ongoing services 
to the community in a manner that ensures equitable 
treatment for the current and future generations of 
ratepayers.

Financial sustainability is a key challenge facing Council 
due to several factors including increased demand 
for services beyond those traditionally provided 
(particularly in the area of community services), cost 
shifting from other levels of government, ageing 
infrastructure, constraints on increasing revenue and 

risk of reliance on external funding sources. To respond 
effectively to these challenges, Council will take a 
holistic approach to maximise integration between 
strategic planning and the creation of community 
expectations that are deliverable.

Council modelled different scenarios as part of the 
sensitivity analysis, including conservative, planned 
and optimistic, that assumed both revenue and 
expenditure were reduced, maintained and above-
average. This Plan is based on the planned model.
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Objective What will we do? Why?

Achieve operating 
surpluses

Identify budget 
expenditure reductions

Each Division will review its current and anticipated 
expenditure to identify possible opportunities for 
improvement without significant reduction in service levels.

Continuous 
improvement of 
Council’s financial 
position 

Undertake productivity 
improvements and 
initiatives

Council is committed to continuous improvement that will 
contribute toward addressing the funding gap.

Maintain a positive 
unrestricted cash 
and investment 
balance 

Review utilisation of 
internally restricted 
assets

At the end of the 2022/2023 financial year, Council 
estimates a total of $76 million will be held as general 
fund internally restricted assets. These restricted assets 
are set aside for specific purposes such as future capital 
replacement programs, future asset maintenance, 
property development requirements and Council business 
operations. Other restrictions are used to cover fluctuations 
in expenditure. Council has a greater degree of confidence 
in the amount of and timing of forecasts for major 
expenditure, which has provided an opportunity to review 
the level of restricted assets set aside for these purposes. 
The review identified projects that had funding held as a 
restricted asset and, where appropriate, these works have 
been included in future budgets

Maintain and/or 
improve service 
levels 

Asset Rationalisation 
Program

Council will continue to review its property holdings 
to identify under-utilised assets or assets that were 
not contributing to the achievement of strategic goals. 
Divesting of these assets will provide an opportunity to 
redirect funds to facilities requiring additional funding. 
A number of properties that met the above criteria were 
identified, and an Asset Rationalisation Program was 
developed.

Provide a robust 
Infrastructure 
Contributions System

Developer Contributions are an important source of funding 
for new infrastructure required to meet the increased 
demand generated by population growth. Council will 
continue to review its Infrastructure Contributions System 
to recognise this growth.

Increase funding 
for asset 
maintenance and 
renewal 

Asset Management 
Enhancement Program

Asset enhancement initiatives will to be undertaken to 
refine cost estimates to bring assets to an appropriate 
condition, and clearly define service levels for all assets. 
This will ensure more accurate forecasts are available for 
long term financial planning.

Our financial strategies
The following strategies will help ensure Council is financially sustainable over the short, medium and long term, and 
help support the achievement of the strategic targets in the CSP:
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Objective What will we do? Why?

Increase funding 
for asset 
maintenance and 
renewal 

Asset Management 
Enhancement Program

Asset enhancement initiatives will to be undertaken to 
refine cost estimates to bring assets to an appropriate 
condition, and clearly define service levels for all assets.

This will ensure more accurate forecasts are available for 
long term financial planning.

Loan funding The financial strategies developed to deliver financial 
sustainability include the utilisation of a number of funding 
sources to fund new capital works. The funding sources 
include a combination of rates revenue, restricted assets, 
grants, developer contributions, other contributions and 
proceeds from any asset rationalisation program. 

In addition to the above sources of funds, the use of loan 
funds could be used to fund infrastructure assets where 
it can be justified that the loans can be serviced over the 
period of the loan and that Council’s targeted maximum 
debt service ratio is not exceeded. 

The use of loans spreads the financing cost of an asset over 
a long period of time and provides an alternative to a larger 
increase in rates in the short and medium term. This may 
help meet the demand for additional facilities and other 
required capital works. 

The use of loans enables the cost of assets to be shared 
between current and future users, and therefore supports 
inter-generational equity.

Government grants Council will actively pursue grants that may be available 
for both operating and capital purposes. This Plan does not 
include expenditure that may be grant-funded, unless the 
grant has already been formally approved. Additional items 
will be included as and when grants are sourced

Internally Restricted 
Asset requirements

Given the nature and diversity of the activities undertaken 
by Council, Council will set aside internally restricted 
assets to cover fluctuations in certain expenditure items 
and provide for contingencies. The financial strategy 
developed includes the setting aside of restricted assets for 
employee leave entitlements, property development, plant 
replacement, future asset maintenance and improvement 
to facilities and business operations. 

Maintain a fair and 
equitable rating 
structure 

Rates and annual 
charges

Revenue from rates and annual charges are a major 
component of Council’s total revenue. Total Ordinary 
(General) Rates are proposed to increase in accordance 
with the rate pegging limit determined by the Minister for 
Local Government.

Rates – Special Variation An increase in rates via a special variation to general 
income could be a key component of any financial strategy 
to deliver financial sustainability in the long term
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Financial modelling assumptions

DUBBO REGION LONG TERM FINANCIAL PLAN 7

Long term financial plans are inherently uncertain 
and based on a wide range of assumptions. Some of 
these assumptions have a relatively limited impact if 
they are wrong, but others can have a major impact on 
future financial plans. By assessing risks associated 
with assumptions made within this Plan, sensitivity 
scenarios can be considered.

The following planning assumptions have been used as 
a basis to forecast Council’s long term financial position 
over the short, medium and long term:

Property/Economic Growth
Property growth impacts Council’s financial 
performance by increasing rate revenue as a result 
of the increased number of rateable assessments. 
However, this increase is generally not in direct 
proportion to the increase in the number of rateable 
properties.

Inflation/Consumer Price Index (CPI)
Changes in inflation will impact both revenue and 
expenditure. 
Forecast CPI is used as the inflator for the following 
items in Council’s financial modelling:

• All revenue (excluding rates revenue)

• Operating expenditures excluding salary and     
employment overheads. 
 

Productivity Improvements and Initiatives 
Council is committed to a process of continuous 
improvement and organisational development that 
will address any funding gap created by a growth in 
population. While a number of initiatives have been 
identified for either implementation or investigation 
in the short term, it is more difficult to identify specific 
initiatives in the medium to long term given that 
many of those initiatives will be made possible by 
new processes and technologies which are yet to be 
developed.

Major Projects and Capital Expenditure
Capital expenditure and asset lifecycle modelling is a 
key output of Council’s asset management planning. 
The capital expenditure program totals $216M over 
the next four years. This covers new infrastructure, 
currently scheduled renewal works and additional 
renewal works required to maintain Council’s 
infrastructure assets in a satisfactory condition.

The CSP identified that the community expects 
infrastructure to be maintained in a satisfactory 
condition. The 10 year projections are based on 
maintaining current facilities and infrastructure, with 
the majority of new projects relating to Grant Fund 
Projects.

The detailed capital expenditure program for the next 
four years is included in the Operational Plan Capital 
Works Program.Where an expenditure item is identified as increasing 

by more than the CPI, these additional increases have 
been factored into expenditure projections.DRAFT
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Rate Peg Increases in Rates 
Council’s capacity to generate rate income and increase 
Council’s capacity to generate rate income and increase 
the overall annual rate revenue is controlled through 
rate pegging set by theIndependent Pricing and 
Regulatory Tribunal (IPART). The rate peg announced 
by IPART for 2023/2024 is 3.70%. Estimates for future 
rating revenue has been set at 2.5%.

Ordinary Rates 
The rating structure is reviewed annually to ensure an 
equitable distribution among ratepayers. It is of note 
that any change to the structure does not equate to 
additional income to Council but a redistribution of the 
rating liability of the different property types.

Domestic Waste Management Charge 
The Local Government Act 1993 requires the Domestic 
Waste Management Charges to reflect the reasonable 
cost of providing the service. The Domestic Waste 
Strategy is supported by a 10 year financial strategy 
which determines the annual charge. The forecast 
increase in the charges has been set in accordance with 
the Strategy.

Drainage Service Charge
Council levies a drainage service charge that will fund 
stormwater improvements and the management 
of urban stormwater. This charge is subject to rate 
pegging and as a result, Council has no scope to 
increase the charge in line with inflation or any other 
cost increase.

Water Charges
Water charges enable Council to operate and maintain 
the water supply service. Charges are set to meet the 
Best Practice Pricing guidelines, and consist of two 
components:

• a fixed annual access charge based on meter size

• a consumption charge based on actual water 
consumed. 

Modelling has focused on consumption and future 
capital requirements to determine increases to be 
applied to future charges.

Sewer and Trade Waste Charges
Sewer charges enable Council to operate and maintain 
a sewerage service. An annual charge is levied for 
residential properties, and quarterly charges are levied 
on non-residential properties and based on a discharge 
factor. Trade waste charges are applied in accordance 
with the Liquid Trade Waste Regulation and fees in 
accordance with Council’s Trade Waste Policy. 

 User Charges and Fees
Council reviews the basis for its user charges and fees 
each year, and it is assumed the pricing forecasts will 
increase at least in line with inflation.

The two categories of fees are: 

• Regulatory – Council has no discretion to 
determine the amount of a fee for service as 
the amount is fixed by regulation or by another 
authority

• Discretionary – Council has the capacity to 
determine the amount of a fee for service.

New user charge and fee opportunities have been 
identified and will be included in the Operational Plan.DRAFT
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Grants and Contributions 
It is unlikely that there will be any increase in grants 
or provision of new grants for current services. 
Grants, other than the Financial Assistance Grants, 
are tied to particular purposes and projects, and any 
reduction or discontinuance of grants will be offset by 
a corresponding reduction in expenditure. Developer 
Contribution Plans and Planning Agreements aim to 
generate contributions that will support the provision 
of new community infrastructure at current standards.

Interest 
Forecast returns on Council’s investment portfolio are 
based on budgeted funds available for investment, 
current investment rates and the impact on rates of the 
situation in international markets, in accordance with 
Council’s Investment Strategy. A conservative approach 
has been taken to investment returns in the Plan.

Employee Costs 
Salary and wage increases are based on the Local 
Government (State) Award increase plus an allowance 
for skill step progressions. An amount of 4% has been 
allocated for 2023/2024 and for each subsequent 
year of the Plan. 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. The base year employee costs 
are calculated based on actual rates of pay. 

The projections include employee on-costs for each 
employee as well as an allowance for known overtime. 
Forecast employee costs have been adjusted to reflect 
any identified changes in staff numbers, as well as 
growth in staff numbers required to satisfy increased 
service levels. Council sets aside a restricted asset 
to enable any spikes in employee leave entitlements, 
particularly resulting from the retirement or resignation 
of long term employees, to be funded.

Borrowing Costs 
In the financial modelling scenarios detailed below, the 
strategy to address identified funding gaps includes 
the raising of loans to fund, or part-fund, some of the 
capital projects included in the capital expenditure 
program. It has been assumed that future loans will be 
for a 20 year term and interest rates will be fixed.

Materials, Contracts and Other Operating 
Costs
Expenditure on materials, contracts and other 
operating costs has been generally based on CPI. The 
exceptions to this are expenditures that are either:

• not recurrent every year;

• have been identified as increasing by an amount 
different to CPI; or 

• are a result of increased services or service levels. 

DRAFT
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TABLE OF ASSUMPTIONS

2023/2024 2024/25 2025/26 2026/27 Years 5 - 10

Consumer Price Index 2.50% 2.50% 2.50% 2.50% 2.50%

Rate pegging limited 3.70% 2.50% 2.50% 2.50% 2.50%

Additional rate income from 
development

0.30% 0.30% 0.30% 0.30% 0.30%

Stormwater management charge 3.70% 2.50% 2.50% 2.50% 2.50%

Domestic waste charge revenue 5.00% 5.00% 5.00% 5.00% 5.00%

Water user fees and charges 2.50% 2.50% 2.50% 2.50% 2.50%

Sewer services user fees and 
annual charges

2.50% 2.50% 2.50% 2.50% 2.50%

User fees and charges revenue 2.50% 2.50% 2.50% 2.50% 2.50%

Interest revenue 1.00% 1.00% 1.00% 1.00% 1.00%

Other revenues 2.50% 2.50% 2.50% 2.50% 2.50%

Operating grants and contributions 2.00% 2.00% 2.00% 2.00% 2.00%

Capital grants and contributions 2.00% 2.00% 2.00% 2.00% 2.00%

Employee costs 4.00% 4.00% 4.00% 4.00% 4.00%

Borrowing costs 0.00% 0.00% 0.00% 0.00% 0.00%

Material and contracts 2.00% 2.00% 2.00% 2.00% 2.00%

Depreciation 0.00% 0.00% 0.00% 0.00% 0.00%

Other expenses 2.50% 2.50% 2.50% 2.50% 2.50%
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Council has implemented a comprehensive Enterprise 
Risk Management program that assesses all areas of 
Council’s operations under risk considerations. The 
greatest risks associated with financial modelling 
is that income is overstated and/or expenditure is 
understated, which can result in there being insufficient 
capacity for Council to carry out the activities identified 
in the Delivery Program and Operational Plan. 

The following risks may impact Council’s long term 
financial position over the short, medium and long 
term:

Rate Pegging 
Changes in rate pegging will impact revenue forecasts. 
Rate pegging is controlled the Independent Pricing and 
Regulatory Tribunal (IPART), and any fluctuation in rate 
pegging will have the opposite effect on the expected 
expenditure forecast.

Changes in Economic Conditions and 
Investment Markets
Changes in inflation will impact both revenue and 
expenditure.

Cost Shifting
Cost shifting describes the situation where the 
responsibility for, or the cost of, providing a certain 
service, concession, facility or regulatory function is 
shifted from a higher level of government to Council 
without the provision of corresponding funding or an 
ability to raise revenue to adequately fund the shifted 
responsibility. Cost shifting to local government from 
both federal and state governments is an issue of 
significant concern to NSW councils.

Contributions to the NSW Fire Brigade, Bushfire 
Council, lack of adequate funding for public libraries, 
the cost of regulation of companion animals and 
administration of environmental regulations are 
some examples of cost shifting that impacts Council’s 
financial performance and places additional pressure 
on its financial sustainability.

Should Federal and State Governments continue to 
transfer responsibility and associated costs for service 
provision to Council, this will have a negative impact on 
Council’s current financial position.

Risks to our financial position

DRAFT
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Grant Funding
Increases in capital grant funding over forecasts 
reduces Council’s ability to deliver on planned Council-
funded capital works but can also accelerate planned 
projects.

Changes in Employee Costs and Liability 
Conditions 

Forecast employee costs have been adjusted to reflect 
any identified changes in staff numbers, as well as 
growth in staff numbers required to satisfy increased 
service levels. Council sets aside a restricted asset 
to enable any spikes in employee leave entitlements, 
particularly resulting from the retirement or resignation 
of long term employees, to be funded. 

Changes in Future Community Service and 
Infrastructure Demands 
Assumptions have been made on the current CSP and 
Asset Management Strategy. With future community 
engagement, this may alter current services levels and 
require adjustments to future funding requirements.

Conditions of Infrastructure Assets and 
Ageing
The identified shortfall in infrastructure renewal 
expenditure and a substantial backlog in infrastructure 
spending is a major issue facing Council. This is 
primarily due to limited funding opportunities available 
in addition to diverse and increasing demands on 
Council resources.

The development of asset management plans has 
confirmed that Council’s infrastructure continues to 
deteriorate and that current levels of maintenance and 
renewal fall short of that required to maintain some 
assets in a satisfactory condition. This infrastructure 
challenge places further pressure on Council’s ability to 
remain financially sustainable in the long term.

DRAFT



DUBBO REGION LONG TERM FINANCIAL PLAN 13DUBBO REGION LONG TERM FINANCIAL PLAN 13

The Integrated Planning and Reporting Guidelines 
require this Plan to incorporate financial modelling for 
scenarios. This Plan brings the budget, resourcing and 
asset management components together to inform the 
community of the financial implications of the activities 
and the level of service outlined in the CSP.

Council modelled different scenarios as part of the 
sensitivity analysis, including conservative, planned 
and optimistic, that assumed both revenue and 
expenditure were reduced, maintained and above-
average. This Plan is based on the planned model.

The planned scenario is based on ordinary rates 
increasing by the forecast rate peg limit each year. 
Future modelling will require the formulation of 
strategies to investigate a combination of loan 

borrowings, increased revenues, reduced expenditure 
and efficiency measures to meet identified future 
infrastructure backlog projects.

Another scenario relates to the funding of major 
transport, water supply, sewerage services and 
stormwater drainage infrastructure works to cater 
for growth. The financial implications are substantial, 
particularly when considered in conjunction with 
infrastructure backlog issues currently being 
investigated.

The 2023/2024 budget is based on current revenue 
and expenditure patterns to enable the community 
expectations, as determined in the CSP, to be 
undertaken.

Finance performance measures and 
scenarios
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Finance performance measures and 
scenarios

TARGET

Operating Performance Ratio  
Council’s ability to contain operating expenditure within operating revenue.

>0.00%

Own-Source Operating Revenue 
The degree of reliance on external funding sources such as operating grants and 
contributions and its ability to generate own-source revenue.

>60%

Unrestricted Current Ratio 
The purpose of the Unrestricted Current Ratio is to assess the adequacy of working 
capital and its ability to satisfy financial obligations in the short term for the unrestricted 
activities of Council.

>1.5

Debt Service Ratio 
The debt service ratio is a measure of the degree to which revenues are committed to 
servicing debt. The purpose of the ratio is to assess the impact of loan principal and 
interest repayments on the discretionary revenue of Council.

>2.00

Rates, Annual Charges, Interest and Extra Charges Outstanding Percentage 
The rates and annual charges outstanding percentage is a measure of the impact of 
uncollected rates and annual charges on liquidity and the adequacy of recovery efforts.

<10.00%

Building and Infrastructure Renewals Ratio 
Used to assess whether Council is renewing or replacing its infrastructure assets at the 
same rate that it is consuming those assets.

>100%

Infrastructure Backlog Ratio 
The proportion of backlog is against the total value of Council’s infrastructure.

<2.00%

Asset Maintenance Ratio 
Compares actual to required annual asset maintenance and ability to maintain increases 
in infrastructure backlog.

>100%

Cash Expense Ratio 
Indicates the number of months Council can continue to pay expenses without additional 
cash inflow.

>3 monthsDRAFT
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This Plan will be updated annually as part of the 
development of the Operational Plan to reflect the 
changes in economic assumptions, better information 
and revised forecasts. Each year, Council undertakes 
an extensive, detailed and complete budget process 
to identify emerging projects and proposes them for 
consideration in the forecast budgets.

This Plan will also be reviewed in detail as part of the 
four yearly review of CSP and Delivery Program.

Quarterly reporting
Each quarter, Council’s responsible accounting officer 
is required to prepare and submit a quarterly budget 
review statement to the governing body of council.  
The statement must show, with reference to the budget 
that was approved by Council, the actual and forecast 
performance for the relevant financial year and report 
reasons for variations. It must also show a revised 
estimate of income and expenditure for that year.

Review and Monitoring
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