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May 06, 2015 

EXTRAORDINARY MONTHLY MEETING 

TO BE HELD 

WEDNESDAY, MAY 13, 2015 

 
Dear Sir/Madam, 

Your attendance is requested at the Ordinary Meeting of the Council of the  
City of Broken Hill to be held in the Council Chamber, Sulphide Street, Broken Hill on 
Wednesday, May 13, 2015 commencing at 5:30 p.m. to consider the following business: 

 

1) Apologies 

2) Public Forum 

3) Disclosure of Interest  

4) Reports 

 
1. BROKEN HILL CITY COUNCIL REPORT NO. 96/15 - DATED 

MAY 05, 2015 - BROKEN HILL CITY COUNCIL DRAFT LONG 
TERM FINANCIAL PLAN 2015/2025 REVIEW (14/193) 

 
 
2. BROKEN HILL CITY COUNCIL REPORT NO. 97/15 - DATED 

MAY 05, 2015 - BROKEN HILL CITY COUNCIL DRAFT 
OPERATIONAL PLAN 2015/2016 (14/193) 
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Reports  

1. BROKEN  HILL CITY COUNCIL DRAFT LON G TERM FIN ANCIAL PLAN  2015/2025 R EVIEW 

EXTRAORDINARY  MEETING OF THE COUNCIL 

May 5, 2015 

BROKEN HILL CITY COUNCIL REPORT NO. 96/15 

SUBJECT: BROKEN HILL CITY COUNCIL DRAFT LONG TERM FINANCIAL 
PLAN 2015/2025 REVIEW 14/193 

Recommendati on 

         

Recommendation 

That Broken Hill City Council Report No. 96/15 dated May 5, 2015, be received. 

That Council endorse the Draft Long Term Financial Plan 2016 -2025 for public exhibition. 

That the Draft Long Term Financial Plan 2016 -2025 be place on public display for 28 days 
in accordance with legislation. 
 

Executive Summary: 

Broken Hill City Council faces a number of challenges in terms of financial sustainability.  
 
Population decline is a major driver of this challenge as it puts pressure on the affordability 
of services by the ratepayers.  In the 1950’s, Broken Hill had a population of over 35,000 and 
a strong economic profile due to the mining industry.  Today our population is projected to be 
approximately 19,000.  Approximately 1,500 unoccupied houses exist within Broken Hill, and 
with it, public infrastructure to cater for this absent population.  Our population has declined, 
and whilst some changes have occurred over the years, essentially we are still trying to 
maintain our assets at the same level. 
 
Our lack of funding to do this has meant our public infrastructure has not been adequately 
maintained or renewed and Council does not have the funding to address this issue.  Given 
the lack of funding for the current infrastructure, there is no flexibility to consider the new. 
 
Council currently operates on an annual income of just over $30 million, with a substantial 
percentage being derived from government grants which cannot be guaranteed into the 
future.  
 
In 2013, the Division of Local Government appointed New South Wales Treasury 
Corporation (TCorp) to undertake an assessment of the financial sustainability of all New 
South Wales Councils. The report by TCorp, which considered both historic financial 
information and a 10 year financial forecast, determined Broken Hill City Council to be in a 
very unstable financial position and unsustainable. 
 
In order to continue to meet the needs of current and future residents of Broken Hill, the 
Council must address financial sustainability.  On 25 June 2014, Council endorsed a 
Balanced Scenario Long Term Financial Plan to ensure financial sustainability and 
strengthen Council to serve the community of Broken Hill into the future. 
 
This Long Term Financial Plan has now been reviewed to incorporate strategies to reduce 
expenditure that have been implemented over the past year.  As outlined in the reviewed 
document, significant progress has been made which has strengthened Councils position. 
The chart below demonstrates the improvement in Councils financial position, showing that 
estimates endorsed in June 2015 providing a breakeven point in 2025 have now improved to 
allow a breakeven point in 2020, 5 years ahead of last year’s projections. 
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The purpose of this report is to allow Council to endorse the Long Term Financial Plan 2016 
- 2025 for public exhibition. 
 

Report: 

A Long Term Financial Plan (LTFP) is one of the three key Resourcing Strategies required 
by the NSW Integrated Planning & Reporting legislation.  
 
Local Government operations are vital to its community, and it is important stakeholders can 
understand the financial implications arising from its Community Strategic Plan, Delivery 
Program and annual Operational Plan. 
 

A long term financial plan provides a framework in which a council can assess its revenue 
building capacity to meet the activities and level of services outlined in its Community 
Strategic Plan. It also:  
- establishes greater transparency and accountability of council to the community; 
- provides an opportunity for early identification of financial issues and any likely impacts 

in the longer term;  
- provides a mechanism to  

o solve financial problems as a whole; 

o  see how various plans fit together  

o understand the impact of some decisions on other plans or strategies;  

- provides a means of measuring council’s success in implementing strategies; and, 
- confirms that council can remain financially sustainable in the longer term.  
 
The LTFP includes: 
 

• projected income and expenditure 

• balance sheet 

• cash flow statement 

• planning assumptions used to develop the plan 

• sensitivity analysis – highlight factors most likely to affect the plan 

• financial modelling for different scenarios 
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• methods of monitoring financial performance 

 

The LTFP contains a core set of assumptions. These assumptions are based on CPI 
forecasts, interest rate expectations, employee award increases, loan repayment schedules, 
other special income and costs. 
 
On 25 June 2014, Council endorsed a Balanced Scenario Long Term Financial Plan to 
ensure financial sustainability and strengthen Council to serve the community of Broken Hill 
into the future.  This plan has now been reviewed and now covers the period 2015/2016 to 
2024/2025.  The plan recognises Councils current and future financial capacity, to continue 
delivering quality services, facilities and infrastructure to the community while commencing 
new initiatives and projects to achieve the goals set down in the Broken Hill 2033 
Community Strategic Plan. 
 
Financial planning over a 10-year time horizon is difficult and obviously relies on a variety of 
assumptions that will undoubtedly change during this period. The LTFP is therefore closely 
monitored, and regularly revised, to reflect these changing circumstances. 
 
The aims of Broken Hill City Council’s Long Term Financial Plan are to: 

• Set out the assumptions upon which Council’s Financial Plans and budgets have 

been structured. 

• Identify some Key Performance Indicators upon which Council can benchmark its 

financial performance. 

• Set the framework so that the impact of future policy decisions can be identified. 

• Evaluate the impact of future scenarios upon Council’s financial position. 

• Provide a basis for future informed decision making. 

• Identify issues which impact upon the financial sustainability of Council including 

known opportunities and threats. 

• Achieve a balanced budget on a funding basis over time, acknowledging that 

minimum service delivery and urgent asset renewal are current priorities where 

working fund deficits are forecast. 

• Seek to reduce the current working fund deficits by reducing operating costs in 

real terms or expanding the revenue base of Council. 

 

The Balanced Scenario is ambitious but achievable, relatively affordable and significantly 
improves the financial position of Broken Hill City Council allowing Council to continue to 
meet the expectations of the community and maintain service levels.  
 
Changes to service level expectations can change the requirement to include a rate increase 
and as service level reviews and asset management planning is undertaken, the need to 
increase rates will be reviewed.  
 
There is currently a heavy reliance on the rates revenue generated from the mining sector.  
To minimise the risk of Council's exposure to a downturn in the local mining industry, a shift 
of the percentage allocation from the mining sector to the residential sector has been 
factored into the rating structure. 
 
Council is exposed to considerable financial risk due to a valuation objection currently in the 
courts.  Consideration has been given to the impact of the objection being upheld and 
concluded that in that event Council would seek assistance from other levels of Government 
to resolve the matter. 
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Council must develop strategies during 2015/16 to ensure the forecast efficiency gains and 
productivity improvements are realised and that asset management planning results in 
savings.  This will be monitored annually.   
 
There are numerous variations of the Balanced Scenario and how it can be achieved.  It 
should be noted that adoption of this Long Term Financial Plan does not imply that projected 
rate increases are adopted.  Before considering any proposed rate increase, significant 
community consultation and application as per the Local Government Act 1993 must be 
carried out.   
 
Broken Hill City Council is committed to ensuring internal efficiencies are realised before 
considering increasing the financial burden on the community. 
 

Strategic Direction: 

Delivery Program 5.2.6 - Provide efficient and effective internal services to enable Council to 
deliver its facilities, services and infrastructure. 
 
Action 5.2.6.8 – Provide sound financial management 
 

Relevant Legislation: 

The LTFP must contain the essential elements as outlined in the IP&R Guidelines:  
  
- Must be used to inform the decision making during the finalisation of the Community 

Strategic Plan and the development of the Delivery Program.  
- Must be for a minimum of 10 years  
- Must be updated at least annually as part of the development of the Operational 

Plan, and  
- Must be reviewed in detail as part of the four yearly review of the Community 

Strategic Plan.  
 

The basic structure of the LTFP is outlined in the IP&R Guidelines at point 2.6 under the 
section on Resourcing Strategy and must include:  
  
- Projected income and expenditure, balance sheet and cash flow statement;  
- Planning assumptions used;  
- Methods of monitoring financial performance;  
- Sensitivity analysis;  
- Financial modelling for different scenarios.  
 

Financial Implications: 
A long term financial plan provides a framework in which a council can assess its revenue 
building capacity to meet the activities and level of services outlined in its Community 
Strategic Plan. 

Attachments 

1.   Draft Long Term Financial Plan 2016-2025 25 Pages 
  
 
 
THERESE MANNS 
GENERAL MANAGER 
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2. BROKEN  HILL CITY COUNCIL DRAFT OPERATION AL PLAN  2015/2016 

EXTRAORDINARY  MEETING OF THE COUNCIL 
 

May 5, 2015 
 

BROKEN HILL CITY COUNCIL REPORT NO. 97/15 

SUBJECT: BROKEN HILL CITY COUNCIL DRAFT OPERATIONAL PLAN 
2015/2016 14/193 

         
Recommendati on 

 

Recommendation 

That Broken Hill City Council Report No. 97/15 dated May 5, 2015, be received. 
 

That in accordance with sections 404 & 405 of the Local Government Act 1993, the Draft 
Operational Plan 2015/16 inclusive of the Revenue Policy, be endorsed for the purposes of 
public consultation and exhibited for community comment for a 28 day period. 

That Council adopt the 2.4% Ministerial rate pegging limit increase in rates, as described in 
the Draft 2014/2015 Operational Plan. 
 

Executive Summary: 

The purpose of this report is to allow Council to endorse the new 2015/2016 Operational 
Plan for public exhibition. 
 

Report: 

Introduction 

The Integrated Planning and Reporting framework for local government in New South Wales 
was introduced 2010. The IPR framework is the mechanism through which Council and the 
community can have important discussions about funding priorities, service levels and 
preserving local identity and to plan together for a more sustainable future.  
 
Pursuant to the framework and legislative requirements, Council must: 

 Have an annual Operational Plan, adopted before the beginning of each financial year, 
outlining the activities to be undertaken in that year, as part of the Delivery Program. 

 The Operational Plan will include the Statement of Council’s Revenue Policy. 

 The Operational Plan must allocate responsibilities for each activity. 

 The Operational Plan must include a detailed budget for the activities to be undertaken 
in that year. 

 Council must review its Delivery Program each year when preparing the Operational 
Plan. 

 The Long Term Financial Plan must be updated at least annually as part of the 
development of the Operational Plan.  

 

Council’s 2014 - 2017 Delivery Program covers the period 1 July 2013 to 30 June 2017.  It is 
based on the outcomes of the Broken Hill 2033 Community Strategic Plan together with 
recommendations of Council’s other adopted plans and strategies.  
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The community’s feedback obtained through the Broken Hill City Council Community 
Satisfaction Research (October 2011) in relation to the levels of importance and satisfaction 
with various services, have also been used to prepare the Draft 2015/16 Operational Plan.  

The Draft 2015/16 Operational Plan identifies the projects and activities that will be delivered 
next year to achieve the commitments made in the Delivery Program and resourcing 
provided within the Long Term Financial Plan.  

More specifically, the Draft 2015/16 Operational Plan has been prepared within the context 
of the following parameters: 

 Current service levels will be maintained, except where decisions have been made 
with regard to specific services. 

 Capital projects budgeted at $8.31million. 

 Total rate revenue increase of 2.4%. 
 
Overview of the Draft 2015/16 Draft Operational Plan 
 
Proposed 2014/15 Rating Strategy 

The rating strategy recommended for the 2015/2016 takes into consideration two important 
issues being the rate peg and the reliance on the mining industry for rating revenue. 

Rate Peg 

The Minister for Local Government has approved a 2.4% rate peg limit that will apply to 
Council rates in 2015/16. The rate peg does not apply to charges levied by Council in 
relation to waste management.  

Council is proposing to increase rates by the full extent of the 2.4% rate peg for 2015/16, 
which will result in an overall increase in general rate revenue of $0.338m. 

Diversification of mining revenue 

The reliance of Broken Hill City Council on the two mines within the Local Government Area 
is unsustainable and carries significant risk to Council and the community.  The volatility in 
mining valuations has had and will continue to have significant financial shocks associated 
with changes in land valuation.  An example of this is the current land valuation objections 
being heard by the courts. 

The average mining rate in Broken Hill is significantly higher than any other NSW Local 
Government area.   
 
Under the scenario presented within the Revenue Policy, rates paid by the mining properties 
will be reduced from 18% of the total rates of $14.441m to 17%, with the re-distributed rates 
to be allocated to the residential rating category. 

The reduction in mining rates from 18% to 17% will see that sector pay $2.45m, whilst 
residential properties will pay $8.637m (60% of total rates) and businesses $3.321m (23%). 

The rating strategy of progressive apportionment of mine rates to residential rates by 1 % for 
next eight years will reduce the heavy reliance on mining rates and subsequently levy rates 
in proportion to the land value of a rating category. 

This is the third consecutive year that rates will have been re-distributed from the mining 
sector. This step is again being taken by Council to further reduce its overall reliance on 
mine rate income.  

This is a continuation of the strategy to better diversify Council’s rate base and protect 
Council’s main revenue stream from large variations in property valuations or any 
uncertainty regarding the future of the two mining companies in Broken Hill.  
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The strategy of Progressive Apportionment has been recommended based on the study of 
rating structures of other regional councils and comparing their rating structure to that of the 
Broken Hill City Council. 

 

 

 

 

 

 

 

 

 

 

 

 

Based on the study it is proposed to cap the mining rates at 10% after a period of eight years 
by progressively transferring 1% of mine rates to residential category. This will ensure that 
even if there is a reduction in the land valuation of the mining properties due to the reduction 
of mining operations in Broken Hill, the impact will be comparatively less significant on 
Council’s revenue stream and on the ratepayers, as compared to total loss of mining rates 
due to the close of mining operations.  

This strategy also addresses the issue of apportining the rates revenue to the four rating 
categories- Residenial, Business, Farmland and Mining in proportion of their land valuations.  

 

2014/15 Budget 

 
Operating Result 

The Draft 2015/16 Operational Plan includes the 2015/16 budget, in the form of the Revenue 
Policy.  

The 2015/16 Budget has been developed on a business as usual basis, except for areas 
where Council has made policy or service delivery decisions that have a direct financial 
impact.  

Consequently, the budgeted loss for 2015/16 is $3.333 million; this is a reduction of 44% of 
the budget deficit of $7.6 million in 2014/2015 and 47% of the actual deficit of $7.04 million in 
2013/2014. 

As future decisions are made by Council which have an impact on the 2015/16 budget, 
adjustments will be made in quarterly budget reviews during the year.  
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Capital Projects 

The total capital expenditure budget for 2015/16 has been set at $8.31m. Capital projects 
proposed for 2014/15 include  

- Roads $1.11m 

- Buildings $5.35m 

- Plant/fleet $1.37m 

- Other $0.48m 

Details in relation to specific capital items are included within the Operational Plan. 

The level of capital expenditure will again be closely managed in 2015/16 to enable Council 
to conserve as much cash as possible during the year. External funding of $5.2m is 
expected to be received in relation to the capital program; $1.3m of the program is to be 
funded from new loan funds for the purpose of renewing critical plant, Council’s own revenue 
sources. 

Plant is a resource required by Council to undertake its role in the provision of infrastructure 
for the community.  Plant can also be used to undertake private works.  Council’s plant fleet 
currently requires renewal and unfortunately no plant reserve has been set aside for its 
replacement.  Loan funding is therefore required to address this renewal.  Borrowing costs 
for this loan have been included within the Operational Plan and Long Term Financial Plan. 

Fees and Charges 

Fees and charges are included in the Operational Plan for the purposes of public 
consultation. Many fees and charges have been increased by CPI, whilst in some areas a 
review has resulted in increases above CPI. 
 

Conclusion: 

The draft 2015/16 Operational Plan has been prepared in accordance with the requirements 
of the Local Government Act 1993, the Local Government (General) Regulations 2005 and 
is presented to Council for consideration, with a view to having it adopted for the purposes of 
public exhibition and community comment.  

Public information sessions will be organised as part of the community consultation process. 

Any written comment received resulting from the community consultation must be 
considered by the Council before the plan is adopted.   
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Strategic Direction: 

The Operational Plan is part of the Integrated Planning and Reporting Framework. Following 
is a diagram of the Integrated Planning and Reporting Framework, including the Delivery 
Plan. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Relevant Legislation: 

Following is a summary of the requirements of section 405 of the Local Government Act 
1993: 
 

(1) A council must have a plan (its operational plan) that is adopted before the beginning of 
each year and details the activities to be engaged in by the council during the year as part 
of the delivery program covering that year. 
 

(2) An operational plan must include a statement of the council’s revenue policy for the year 
covered by the operational plan. The statement of revenue policy must include the 
statements and particulars required by the regulations. 

 
(3) A council must prepare a draft operational plan and give public notice of the draft indicating 

that submissions may be made to the council at any time during the period (not less than 28 
days) that the draft is to be on public exhibition. The council must publicly exhibit the draft 
operational plan in accordance with the notice. 

 
(4) During the period of public exhibition, the council must have for inspection at its office (and 

at such other places as it may determine) a map that shows those parts of its area to which 
each category and sub-category of the ordinary rate and each special rate included in the 
draft operational plan applies. 

 
 

(5) In deciding on the final operational plan to be adopted, a council must consider any 
submissions that have been made concerning the draft plan. 
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(6) The council must post a copy of its operational plan on the council’s website within 28 days 

after the plan is adopted. 
 
 

Financial Implications: 
 

Included within the Operational Plan attachment 

 

Attachments 

1.   Draft Operational Plan 2015/2016  102 Pages 
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