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Date:  
Time: 
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Richard Briggs 
Chief Executive 
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OPEN AGENDA 
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Members 

Cr G Mallett 
Her Worship the Mayor J Hardaker 
Cr A King 
Cr R Pascoe 
Cr P Yeung 

Quorum: A majority of members (including vacancies) 

Meeting Frequency: 6 monthly or as required 

 
  

  
Leaney Preiss 

Committee Advisor 
  

16 April 2015 
Telephone:  07 838 6439 
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Terms of Reference: 
 To oversee and provide recommendations to the Finance Committee in regard to the 

Council’s interests in its Council Controlled Organisations (CCOs), Council Organisations 
(COs) and subsidiaries. 

 Develop and recommend a draft policy for the appointment and remuneration of directors 
of CCOs and COs to the Strategy and Policy Committee by 30 March 2014. 

 Approve appointments to CCO and CO boards in accordance with the Appointment and 
Remuneration Policy for CCOs and COs. 

 Provide clear directions to Council’s CCO’s and CO on Council’s expectations. 
 Consider and approve statements of intent as prepared by the board of each CCO and CO. 
 Receive CCO and CO six monthly and annual reports. 
 Consider any proposed major transactions of CCOs and COs and make recommendations 

to the Finance Committee in relation to those major transactions. 
 

Special Notes: 
 The sub‐committee may request expert advice through the Chief Executive when 

necessary. 
 CCOs & COs covered by this committee are: Local Authority Shared Services (LASS), 

Waikato Regional Airport Ltd (WRAL), SODA Inc Ltd, Waikato Innovation Park Ltd (& 
Innovation Waikato Ltd), Vibrant Hamilton, LGFA, NZ Local Government Insurance 
Corporation Ltd. 

 

Power to act: 
 Approve appointments to CCO and CO boards in accordance with a policy for the 
 Appointment and Remuneration of Directors of CCOs and COs. 
 Approve statements of intent for each CCO and CO. 

 

Power to recommend: 
 Make recommendations to the Finance Committee in relation to any proposed major 

transactions of CCOs and COs. 
 The sub‐committee must make recommendations to the Finance Committee and/or 

Council in respect to any proposal to establish a CCO or CO. 
 The sub‐committee may make recommendations to Finance Committee and/or Strategy 

and Policy Committee. 
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1 Apologies  
   

2 Confirmation of Agenda 
The Committee to confirm the agenda. 
 

3 Declaration of Interest 
Members are reminded of the need to be vigilant to stand aside from decision making when a 
conflict arises between their role as an elected representative and any private or other external 
interest they might have.  
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Committee: Council Controlled 

Organisations Subcommittee 
Date: 22 April 2015 

Report Name: Council Controlled 
Organisations (CCO) 
Subcommittee - Open Minutes 
- 14 October 2014 

Author: Leaney Preiss 

 

Status Open  
 

 

Recommendation 
That the Subcommittee confirm and adopt as a true and correct record the Open Minutes of the 
Council Controlled Organisations Subcommittee Meeting held 14 October 2014. 
 
 

1. Attachments 
2. Attachment 1 - Council Controlled Organisations (CCO) Subcommittee - Open Minutes - 14 

October 2014  
 

 

council report 
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Council Controlled Organisations Subcommittee 

 
OPEN MINUTES 

 
 
 
Minutes of a Meeting of the Council Controlled Organisations Subcommittee held in Committee 
Room 1, Municipal Building, Garden Place, Hamilton on Tuesday 14 October 2014 at 11:30am. 
 
PRESENT 
  

Chairperson 
Members 
 
 
 
In Attendance: 
 
 
 
 
 
 
Committee Advisor: 

Cr G Mallett 
Her Worship the Mayor J Hardaker 
Cr A King 
Cr P Yeung 
 
General Manager Events and Economic Development, Chief Financial Officer 
and Acting Chief Financial Officer. 
 
Thomas Gibbons – Vibrant Hamilton Trust Chair. 
Stuart Gordon – Innovation Waikato Ltd Chief Executive Officer. 
Michael Spaans – Innovation Waikato Ltd Chairman. 
 
Ms B Brooke. 

 
The Chair of the Subcommittee welcomed students from WINTEC who were attending the Meeting to 
understand how a formal Meeting and the governance decision making process worked. 
 
 
 1. Apologies  
  
 Resolved:  (Crs Mallett/Yeung) 
 

That the apologies from Cr Pascoe be received and accepted. 
  

 
2. Confirmation of Agenda 
 

Resolved: (Crs Mallett/Yeung)   

That the Agenda be confirmed, noting Item C3 (Waikato Regional Airport Ltd Shareholder Deed 
and Constitution Report) from the Public Excluded section of the Agenda be moved to be the last 
Item in the Open section of the Agenda. Also noting that Item 10 (Innovation Waikato Ltd and 
Group Annual Report for the year ended 30 June 2014) and Item 12 (Vibrant Hamilton Trust 
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Annual Report for the year ended 30 June 2014) may be moved to accommodate external guests. 

 
3. Declarations of Interest 

 
No members of the Subcommittee declared a Conflict of Interest. 
 

4. Council Controlled Organisations Subcommittee Minutes - Open -  5 June 2014 

 Resolved: (Crs Mallett/King)   

That the Subcommittee confirm and adopt as a true and correct record the Open Minutes of the 
Council Controlled Organisations Subcommittee Meeting held on 5 June 2014. 
 

 
Her Worship the Mayor Hardaker joined the Meeting (11.35pm) during the above Item. She was present 
when the matter was voted on. 

 
5. CCO Subcommittee Action List - Open - 14 Oct 2014 

 Resolved: (Crs Mallett/Yeung)   

That the Report be received. 
 

 
 

6. Emerging Director Programme Proposal  

General Manager (GM) Events and Economic Development introduced the Item, explaining that 
the Waikato branch of the Institute of Directors were introducing a programme for emerging 
directors. This would help new directors, giving them the opportunity to sit on boards and be part 
of a real life situation.  

Staff were recommending that two Council Controlled Organisations participate in the 
programme. He noted that programme members would only be participants on the boards with no 
voting or decision making ability.  

 Resolved: (Cr Mallett/Her Worship the Mayor Hardaker)   

That: 

a) the report be received, 

b) the Subcommittee recommends for approval the participation of its CCOs (Waikato 
Regional Airport Limited and Waikato Innovation Park Limited) in the Institute of Directors 
(Waikato Branch) Emerging Directors Programme, and 

c) the Subcommittee note that while people appointed under this programme are 
participating as a Director, their appointment excludes any decision making ability and/or 
full director responsibility and therefore can sit apart from the relevant directors 
appointment policy that prevails. 
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7. Civic Assurance Half Year Report to 30 June 2014 

Chief Financial Officer (CFO) took the report as read, reiterating that Council did not participate in 
the Civic Assurance rights issue in early 2012.  

The Subcommittee discussed details around Council’s shares and the shareholder agreement with 
Civic Assurance. Their preference would be to sell the shares as soon as possible as they did not 
view the investment as a long term holding.  The CFO advised that the shares were unable to be 
sold at this point due to a lack of interested buyers. 

The Subcommittee noted that it was pleasing to see the improvements that had been made by 
Civic Assurance. 

 Resolved: (Cr Mallett/Her Worship the Mayor Hardaker)   

That the Report be received. 
 

 
8. Vibrant Hamilton Trust Annual Report for the year ended 30 June 2014 

Thomas Gibbons (Chair, Vibrant Hamilton Trust) took the report as read, noting that the Trust had 
been operating for three years. This was the first year that grants had been distributed from the 
Trust. Hamilton City Council, through the CCO Subcommittee, needed to provide guidance to the 
Vibrant Hamilton Trust on priority areas with regards to grant distribution.  

The CFO responded to a question from Subcommittee Members concerning the formal process 
followed by the Trust to receive grant applications. He advised that the process was outlined in the 
Terms of Reference and Deed Agreement of the Trust. The Trust had to live within the means of 
the Deed and also meet the requirements of its Statement of Intent (SOI). The Trust was reliant on 
Council and Council Steering groups to recommend projects and initiatives for grants.  

Her Worship the Mayor Hardaker noted that the Trust had been doing some great work and 
commended Mr Gibbons for his hard work as Chair. 

 

 Resolved: (Crs Mallett/Yeung)   

That the Report be received. 
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9. Local Authority Shared Services(LASS) Limited Annual Report for the year ended 30 June 
2014 

CFO took the report as read, noting there were two major established operations under LASS 
which consisted of the Shared Services Data Service and the Waikato Regional Transportation 
Model. He responded to questions from Subcommittee Members concerning the Board of 
Directors. CFO is to feedback to LASS the Subcommittees concerns around the number of LASS 
Directors. 

 CFO to provide further information and clarity  to Subcommittee Members concerning: 

• Infometrics Fee (mentioned in Attachment 1 of the Report),  

• Fleet Tracking System (mentioned in Attachment 1 of the Report), 

• Polson Pawn Ltd (mentioned in Attachment 1 of the Report), and 

• whether the Electronic Rates Notices project had been discussed with LASS. 

 Resolved: (Crs Mallett/Yeung)   

That the Report be received. 
 

 
 

10. New Zealand Local Government Funding Agency Ltd (LGFA) Annual Report for the year 
ended 30 June 2014 

CFO introduced the Item, explaining he was a member of the LGFA Board and that the LGFA is 
entity in which Council is a shareholder and also a borrower. He responded to questions from 
Subcommittee Members concerning: 

• Whether Council gets a lower rate of borrowing through the LGFA. CFO advised that the 
LGFA has had a positive effect on driving interest rates down which meant a lower rate of 
borrowing. 

• The LGFA connection with the Treasury and what the risk to Council will be in moving from 
a non Treasury organisation to a Treasury organisation. CFO advised that a report would 
be coming to the Finance Committee covering these issues and that he would also provide 
further information to Subcommittee Members offline. 

The CFO advised that he would be intending to stay on the LGFA board until a permanent 
replacement CFO had been appointed. 

 Resolved: (Her Worship the Mayor Hardaker/Cr King)   

That the Report be received. 
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11. Innovation Waikato Ltd (IWL) and Group Annual Report for the year ended 30 June 2014 

Stuart Gordon (Chief Executive Officer, Innovation Waikato Ltd) and Michael Spaans (Chairman, 
Innovation Waikato Ltd) tabled a document summarising the IWL Group Annual Report for the 
year ended 30 June 2014.  
 
GM Events and Economic Development noted that the Media Statement included at the end of the 
tabled document had not been included in the report as at the time the report was written, the 
information had not been released. 
 
Stuart Gordon outlined the key achievements for IWL as noted in the tabled document. He noted 
that the objectives, as set out in the Statement of Intent, had been achieved and that the financial 
objectives had exceeded expectations. 
 
He responded to questions from Subcommittee Members concerning gains and losses. There was 
a loss with the spray drying business as delays had occurred with the wet site project. He also 
expanded on the losses reported on page 127 of the Agenda. 

 
Subcommittee Members discussed where Council’s future lay regarding its majority ownership of 
IWL.  
 

 Resolved: (Crs Mallett/Yeung)   

That the Report be received. 
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12. Waikato Regional Airport Ltd  (WRAL) Annual Report for the year 30 June 2014 

CFO introduced the Item noting that he, the Chief Executive and the Chair of the Council 
Controlled Organisations (CCO) Subcommittee had attended WRAL’s shareholders briefing 
Meeting. 

The Chair of the CCO Subcommittee outlined that the Regional Airport was struggling slightly, but 
that they had some good targets and that Council were kept well informed. 

GM Events and Economic Development  advised that the Airport was not presently focussing on 
attracting an International Carrier. The only planning WRAL were doing in this area was to protect 
planning rights for the future.  There was quite a lot of evidence that Regional Airports around the 
Country were shrinking which could provide future opportunities for WRAL. Most of the Airport’s 
transactions were with Training Aircraft. 

 Resolved: (Cr Mallett/Her Worship the Mayor Hardaker)   

That: 
a) the report be received, 

 
b) the WRAL Shareholder Resolutions in lieu of a 2014 Annual General Meeting be approved: 

 
 i) Approve the minutes of previous Annual General Meeting, 
 ii) Acceptance of 2014 Annual Report, 
 iii) That it be noted that no dividend be declared for 2013/2014, 
 iv) Mrs. M. Devlin and Mr. J. Spencer be reappointed as Directors, 
 v) Total Directors’ remuneration for $104,400 p.a. be approved, 
 vii) The appointment of the Auditor-General as auditor be noted and Directors will set 

 the auditor’s remuneration, and 
 viii) The Statement of Corporate Intent for 2014/15 be acknowledged as received. 
 

c) the General Manager Events and Economic Development write to Waikato Regional 
Airport Ltd asking the Board to report back to the Council Controlled Organisations (CCO) 
Subcommittee on their investigations concerning the rising prices and the volume of 
domestic flights out of regional airports. 

 

 
 
Item C3 (Waikato Regional Airport Ltd (WRAL) Shareholder Deed and Constitution Report) was moved from 
the Public Excluded part of the Agenda to the Open part of the Agenda with the agreement of the 
Subcommittee. 
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C3. Waikato Regional Airport Ltd (WRAL) Shareholder Deed and Constitution Report – 
Recommendation to the Finance Committee 

CFO introduced the Item and responded to questions from Subcommittee Members concerning: 

• Why total assets were being used instead of total equity in the report. CFO advised that 
this was because of how the company was structured. 

• Whether the Statement of Intent (SOI) needed to be amended to incorporate anything 
from the below resolution. CFO advised that he would need to look into this and come 
back to the Subcommittee with that information. 

• Whether flight paths were designated like roads. GM Events and Economic Development 
advised that flight paths were designated.  

 Resolved: (Crs Mallett/King)   

That: 
a) the report be received, and 

 
b) subject to agreement by all Shareholders and the re-purchase of all uncalled capital: 

 
(i) the Subcommittee approves the revocation of the 2005 Deed between the 

Shareholders and WRAL, and 
(ii) the Subcommittee approves the following amendments to the Constitution of 

WRAL: 
 

i) the deletion of clause 15.2 and any consequential amendments, and 
ii) the threshold for a major transaction is set at 10% of total assets. 

 
c) Staff report back to the next Council Controlled Organisations (CCO) Subcommittee 

Meeting on any impacted changes required to the Statement of Intent as a result of this 
resolution. 

 
 

      
 

13. Resolution to Exclude the Public 

Resolved: (Her Worship the Mayor Hardaker/Cr King)   

Section 48, Local Government Official Information and Meetings Act 1987 

The following motion is submitted for consideration: 

That the public be excluded from the following parts of the proceedings of this meeting, namely 
consideration of the public excluded agenda. 

The general subject of each matter to be considered while the public is excluded, the reason for passing 
this resolution in relation to each matter, and the specific grounds under section 48(1) of the Local 
Government Official Information and Meetings Act 1987 for the passing of this resolution follows. 

General subject of each matter 
to be considered 

Reasons for passing this 
resolution in relation to each 
matter 

Ground(s) under section 48(1) 
for the passing of this resolution 
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C1. Council Controlled 
Organisations Subommittee 
Minutes - Public Excluded -  
5 June 2014 

C2. CCO Subcommittee Action 
List - Public Excluded - 14 
Oct 2014 

 

)  Good reason to withhold 
)  information exists under 
)  Section 7 Local Government 
)  Official Information and 
)  Meetings Act 1987 
) 

Section 48(1)(a) 

 

This resolution is made in reliance on section 48(1)(a) of the Local Government Official Information and 
Meetings Act 1987 and the particular interest or interests protected by Section 6 or Section 7 of that Act 
which would be prejudiced by the holding of the whole or relevant part of the proceedings of the meeting 
in public, as follows: 

   
Item C1. to prevent the disclosure or use of official 

information for improper gain or improper 
advantage 

Section 7 (2) (j) 

Item C2. to prevent the disclosure or use of official 
information for improper gain or improper 
advantage 

Section 7 (2) (j) 

   
 

 

The Meeting moved into Public Excluded at 12.55pm. 

The Meeting was declared closed at 1.05pm. 
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Committee: Council Controlled 

Organisations Subcommittee 
Date: 22 April 2015 

Report Name: Council Controlled 
Organisations Subcommittee 
Action List - Open - 22 April 
2015 

Author: Leaney Preiss 

 

Status Open  
 

 

Recommendation 
That the Report be received. 
 
 

1. Attachments 
2. Attachment 1 - CCO Subcommittee - Open Action List - 22 April 2015  
 
 
 

council report 
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Committee: Council Controlled 

Organisations Subcommittee 
Date: 22 April 2015 

Report Name: General Manager's Report  Author: Sean Murray 
 

Report Status Open  

Strategy, Policy or Plan context 
Council Representation To External Organisations 
Policy, Economic Development Agenda 

Financial status There is not budget allocated  

Assessment of significance 

Having regard to the decision making provisions in the 
LGA 2002 and Councils Significance Policy, a decision in 
accordance with the recommendations is not 
considered to have a high degree of significance 

1. Purpose of the Report 
2. To inform Subcommittee members on notable developments relating to Council CCOs and 

follow up on any matters arising from the last meeting of the Subcommittee. 
 

3. Recommendation from Management 
 That:  

a. The Report be received; and  
b. The External Funding Subcommittee be tasked to determine and notify Council’s advice to 

the Vibrant Hamilton Trust on its grant distribution each year.  
 

4. Attachments 
5. Attachment 1 - Response to queries - CCO Subccommittee 14 October 2014  

6. Action items from 14 October 2014 meeting of the Subcommittee 
7. Information requested – Waikato Regional Airport Ltd, Local Government Funding Agencies Ltd 

and Local Authority Shared Services Ltd 

8. A memo answering specific Subcommittee queries following the October meeting was 
circulated to Subcommittee members via email on 27 March 2015. It is re-attached for 
information only.  

9. SODA Inc. exit of HCC shares 

10. The surrender of HCC’s 42.3% shareholding in SODA Inc to WINTEC was executed in January 
2015. The shares held no monetary value. WINTEC is now the 100% owner of that operation. 

11. Waikato Innovation Park Limited 

12. The potential dilution of shareholding or full exit of its interests in Waikato Innovation Park is 
the subject of a further public excluded agenda item. 

 

 

council report 
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13. Waikato Regional Airport – Domestic airfares comparisons 

14. There was a request that the airport company investigate the matter of rising domestic airfares 
and a concern that Hamilton Airport was being disadvantaged with higher fares relative to 
other airports. 

15. The following table provides a snapshot comparison of Air New Zealand’s dynamic airfare 
structures based on lowest fare available. The comparison is of return travel in a single day and 
travel over multiple days for flights to/from Christchurch and Wellington from Hamilton, 
Rotorua, Tauranga and Auckland.  

16. Hamilton does not appear to be disadvantaged for same day travel compared to other centers 
however fares over multiple days show a definite skew with cheaper fares out of Auckland 
which benefits from high frequency schedules and larger aircraft. Anecdotally there is a view 
that Air New Zealand’s domestic airfares are on the rise across the total domestic network and 
that the cheaper fares presented in this table particularly in and out of Auckland are 
increasing. 

17. The reality however is that airport companies and public pressure (other than to not fly) have 
no control over air fare setting which is a function of the airline(s) and the level of market 
demand. 

 
Same day travel  

Christchurch Wellington 
Bookings  HLZ  ROT TRG  AKL  Bookings  HLZ  ROT TRG  AKL  
2 days out  2 days out  
To  $263 $171 $229 $229 To  $199 $151 $274 $189 
From  $309 $251 $349 $499 From  $239 $236 $274 $314 
1 week out 1 week out 
To  $213 $251 $279 $199 To  $159 $236 $274 $249 
From  $339 $251 $349 $399 From  $239 $261 $299 $314 
1  month out 1 month out 
To  $145 $131 $209 $139 To  $139 $236 $114 $169 
From  $263 $231 $299 $354 From  $219 $261 $274 $249 
6 weeks out  6 weeks out  
To  $113 $131 $189 $169 To  $139 $151 $214 $179 
From  $113 $251 $229 $269 From  $179 $151 $154 $189 
Multiple day travel 

Christchurch Wellington 
Bookings  HLZ  ROT TRG  AKL  Bookings  HLZ  ROT TRG  AKL  
2 days out 2 days out 
To  $188 $151 $229 $169 To  $179 $151 $174 $69 
From  $238 $191 $274 $59 From  $179 $151 $174 $189 
1 week out 1 week out 
To  $213 $211 $189 $139 To  $139 $151 $154 $69 
From  $189 $151 $249 $69 From  $139 $151 $214 $89 
1 month out 1 month out 
To  $119 $131 $149 $119 To  $99 $151 $114 $59 
From  $123 $131 $149 $99 From  $109 $101 $114 $59 
6 weeks out 6 weeks out 
To  $113 $91 $129 $69 To  $99 $151 $114 $49 
From  $113 $111 $129 $59 From  $99 $151 $79 $49 
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18. Vibrant Hamilton Trust  

19. The Vibrant Hamilton Trust requires guidance from Hamilton City Council over its priority 
setting and decision making for annual grant distributions.  

20. Council’s External Funding Subcommittee (reporting to the Finance Committee) is responsible 
for the determination of appropriate Council initiatives that warrant application for external 
funding and prioritisation of these applications.  

21. It would be appropriate that this Subcommittee also provides advice and direction to the 
Vibrant Hamilton Trust on behalf of Council. In response from a request from the Chair of the 
Vibrant Hamilton Trust the following recommendation is proposed:  

• That the External Funding Subcommittee be tasked to determine and notify Council’s advice to 
the Vibrant Hamilton Trust on its grant distribution each year. 

 

Signatory 
Authoriser Sean Murray, General Manager Events and Economic Development Group  
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Committee: Council Controlled 
Organisations Subcommittee 

Date: 22 April 2015 

Report Name: Civic Assurance Draft 
Statement of Intent 31 
December 2015 

Author: David Leong 

Report Status Open 

Strategy, Policy or Plan context Monitoring performance of CCOs 

Financial status 
There is/is not budget allocated 
Not applicable 

Assessment of significance 

Having regard to the decision making provisions in the 
LGA 2002 and Councils Significance Policy, a decision in 
accordance with the recommendations is not 
considered to have a high degree of significance 

1. Purpose of the Report
2. To present the Civic Assurance Draft Statement of Intent (SOI) for the year ending 31

December 2015 for consideration and comment.

3. Executive Summary
4. As noted in the previous year, Civic Assurance has not provided financial projections in the SOI

for the year ending 31 December 2015 as it would not be meaningful until Civic has re-
established itself as a local government property underwriter.

5. The company has indicated a profit for 2015. The company intends to re-enter the property
insurance market once it has settled its Canterbury earthquake claims.

6. Civic Assurance 2015 SOI includes  four key performance measures and targets:
• To resolve Civics’ disputes with its reinsurers (AIG and R+V) and settle its Canterbury

earthquake claims.
• To obtain and maintain a claims paying ability rating from rating agency AM Best of ‘A-

(Excellent) or better.
• To provide superannuation service to at least 90% of local authorities.
• To continue to be an efficient and effective administration manger for Civic Property Pool,

Riskpool and LAPP.

7. Although Civic Assurance has requested shareholder comments on the draft 2015 SOI before
25 March 2015, Council’s Finance Unit did not respond as it did not have any concerns or
questions on the proposed SOI.

8. Recommendation from Management
9. That the Report be received.

council report 
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approves the draft Statement of Intent with no amendments.

11. Attachments
12. Attachment 1 - Civic Assurance Letter and Draft Statement of Intent for year ended 31 Dec

2015. 

13. Key Issues
14. Background

15. As result of the Canterbury earthquakes (September 2010, February 2011 and June 2011), Civic
Assurance withdrew from the insurance property underwriting business after July 2011. The
company has made losses for each of the financial years ending 31 December 2010, 2011,
2012 and 2013.

16. As at 31 December 2013, Civic Assurance had a significant claims liability of $590m ($829m
2012), and reinsurance receivable of $588m ($820m in 2012) which has been disputed by its
reinsurers AIG and R +V.

17. Civic won its reinsurance arbitration against AIG (held in March 2014), and is awaiting the
result from its reinsurance arbitration with R +V held in December 2014.

18. HCC previously had a 3.17% shareholding in Civic Assurance as at 31 Dec 2011. This
shareholding was diluted to 1.8379% when a rights issue in early 2012 raised $4.2 million of
new capital, which HCC did not participate in. HCC’s investment in Civic (202,726 shares) was
valued at $227,729 as at 30 June 2014 (based on the net equity of Civic at the year ended 31
December 2013).

19. Civic has made good progress with settling its Canterbury earthquake claims. A settlement
figure has been agreed with Environment Canterbury. The company expects a settlement to be
reached with Christchurch City Council later this year.

20. The Civic Assurance Annual Report for year ended 31 December 2014 is not expected to be
available until 31 May 2015. As this point in time there is no indication of the results for the
year, apart from the CEO’s comment that the draft accounts show a profit.

21. Refer to Civic Assurance’s Chief Executive covering letter and SOI - as per Attachment 1.

Signatory 
Authoriser Paul Conder, Chief Financial Officer 
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Committee: Council Controlled 
Organisations Subcommittee 

Date: 22 April 2015 

Report Name: LASS Draft Statement of Intent 
2015/16 & Half Year Report to 
December 2014 

Author: David Leong 

Report Status Open 

Strategy, Policy or Plan context Monitoring performance of CCOs 

Financial status 
There is/is not budget allocated 
Not applicable 

Assessment of significance 

Having regard to the decision making provisions in the 
LGA 2002 and Councils Significance Policy, a decision in 
accordance with the recommendation is not considered 
to have a high degree of significance 

1. Purpose of the Report
2. To present the Local Authority Shared Service Ltd (LASS) Draft Statement of Intent (SOI) for

year ended 30 June 2016 for consideration and comment.

3. To present the LASS Half Year Report to 31 December 2014.

4. Executive Summary
5. Half Year Report to 31 December 2014

6. LASS made a deficit of $228k for the six months to 31 December 2014, which is $55k
unfavourable compared to the budgeted deficit of $173k.

7. The forecast deficit for the full year 2014/15 is $476k, which is $50k favourable compared to
the budget deficit for the full year 2014/15 of $526k.

8. LASS has met 12 of the 15 performance measures for the six months (refer detail on page 6
and 7 of the Half Year Report -refer Attachment 2.

9. Draft Statement of Intent 2015/16

10. LASS has projected a net deficit of $427k for 2016, of which $437k is attributable to
depreciation/amortisation, a non-cash item. The projected net deficits are lower for 2017 and
2018. Key financial highlights for 2015/16 and the two subsequent years are summarised in
section 23 below.

11. LASS has provided eleven performance measures and targets on page 5 to 7 of the SOI- refer
Attachment 1.  These performance measures and targets relate to the levels of services that
are current or new initiatives.

12. The LASS Directors will continue to seek new opportunities of shared services, either from
internal investigations or from Council or CEO initiatives that are presented to the Board with a
sound business case.

council report 
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 8 13. Recommendations from Management
That:

a. The Report be received; and

b. Council provides a written response to LASS, advising the CCO Subcommittee approves the
draft SOI with no amendments.

14. Attachments
15. Attachment 1 - LASS Draft Statement of Intent for 2015/16

16. Attachment 2 - LASS Half Year Report to 31 December 2014

17. Key Issues
18. Draft Statement of Intent 2015/16

19. LASS currently has four major initiatives under the LASS umbrella, plus a support role for the
collaborative workstreams of the Waikato Mayoral Forum.  The four major initiatives are:
Share Valuation Data Service (SVDS), Waikato Regional Transportation Model (WRTM), joint
procurement initiatives and the Waikato Regional Aerial Photography (WRAPS). Further detail
on the initiatives is outlined on page 2 and 3 of the SOI- refer Attachment 1.

20. The Waikato Mayoral Forum currently has six working parties to investigate collaborative
opportunities in the areas of governance, spatial planning, two waters, roading, economic
development and bylaws and policies.

21. The key financial highlights for the SOI are summarised below:

Budget 
2016 

$’000 

Budget 
2017 

$’000 

Budget 
2018 

$’000 
Revenue 2,294 1,648 1,680 
Expenditure 2,284 1,129 1,670 
Earnings before interest, tax, dep & amort (EBITDA) 10 10 10 
Depreciation/amortisation 437 328 109 
Surplus/(deficit) (427) (318) (99) 

Total assets 866 485 389 
Total liabilities 229 167 170 
Net equity 637 318 219 
Net equity/Total assets % 73.6% 65.6% 56.3% 

Capital expenditure 10 10 10 

22. Total revenue budgeted of $2,294k for 2016 ($1,337k for 2015 budget), includes $1,111k for
Mayoral Forum Funding ($248k for 2015 budget). Total revenue is budgeted for 2017 and 2018
at lower level of $1,648k and $1,680k respectively. The budget for Mayoral Forum Funding is
budgeted at lower level of $452k for each of the years 2017 and 2018.

23. As LASS is funded by the shareholding Councils, the company does not project any external
debt or interest cost, or payment of dividends.

24. LASS operates on a breakeven cash basis and any surplus cash is used to fund capital
expenditure.

25. The projected capital expenditure for 2016 to 2018 is relatively minor, with $10k budgeted for
each of the three years. This relates to SVDS enhancements which are recovered from
individual councils.

Council Controlled Organisations Subcommittee Agenda 22 April 2015- OPEN Page 38 of 196 



Ite
m

 8
 

 

26. A total of eleven performance measures and targets are summarised on page 5 to 7 of the SOI-
under the headings procurement, collaborative projects, existing LASS contracts, cash flow, 
cost control, reporting, Waikato Mayoral Forum, SVDS, WRTM, shareholder survey, and review 
of benefits- refer Attachment 1. 

27. Half Year Report to 31 December 2014 
 
28. The key financial highlights for the half year are summarised below: 

 Actual 
6 mths to 
31/12/14 

$’000 

Budget 
6 mths 

to 
31/12/14 

$’000 

Budget 
12 mths 

to 
30/06/15 

$’000 

Forecast 
12 mths 

to 
30/06/15 

$’000 
Revenue 924 782 1337 2552 
Expenditure 942 719 1391 2605 
Earnings before interest, tax, dep & amort (EBITDA) (18) 63 (54) (53) 
Depreciation/amortisation 210 236 472 423 
Surplus/(deficit) (228) (173) (526) (476) 
     
Total assets 2,356 1,275 942 n/a 
Total liabilities 1,044 88 77 n/a 
Net equity 1,312 1,217 865 n/a 
Net equity/Total assets % 55.7% 95.5% 91.8% n/a 
     
Capital expenditure 8 40 79 15 

29. LASS provides a Profit and Loss statement at overall group level and separately for company 
administration and each of the major work streams (SVDS, WRTM, Waikato Mayoral Forum, 
Procurement of Shared Services, Information Technology and Professional Services Panel)  -
refer pages 10 to 17 of the Half Year Report - Attachment 2.  In addition an overall Balance 
Sheet and Cash Flow is provided - refer pages 18 to 19 of the Half Year Report - Attachment 2. 

30. Overall revenue for the six months of $924k, was $142k favourable to the budget of $782k. 
31. Overall expenditure for the six months of $942k was $223k unfavourable to the budget of 

$719k. 
32. LASS shows a deficit for the six months of $228k which is $55k unfavourable to the budgeted 

deficit of $173k. 
33. LASS has provided a commentary on key variances for the half year- refer pages 8 and 9 of the 

Half Year Report - Attachment 2. 
 

Signatory 
Authoriser Paul Conder, Chief Financial Officer  
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Committee: Council Controlled 

Organisations Subcommittee 
Date: 22 April 2015 

Report Name: LGFA Draft Statement of Intent 
2015/16 and Half Year Report 
for December 2014 

Author: David Leong 

 

 
LGFA Report Status 

Open  

Strategy, Policy or Plan context Monitoring performance of CCO’s 

Financial status 
There is/is not budget allocated  
Not applicable 

Assessment of significance 

Having regard to the decision making provisions in the 
LGA 2002 and Councils Significance Policy, a decision in 
accordance with the recommendation is not considered 
to have a high degree of significance 

1. Purpose of the Report 
2. To present the New Zealand Local Government Funding Agency Ltd (LGFA) draft statement of 

intent for the year ended 30 June 2016 for consideration and comment. 

3. To present the LGFA half year report to 31 December 2014. 

4. Executive Summary 
5. Draft Statement of Intent 2015/16 
6. LGFA has projected a net surplus of $10.52m for 2015/16, which is $3.22m or 44% above the 

budgeted surplus of $7.30m for 2014/15. The projected net surplus for the next two years is 
expected to continue.  Key financial highlights for 2015/16 and the two subsequent years 
projected are summarised below - refer note 26.  

7. LGFA has forecasted a total dividend payment of $1.75m for 2015/16, and for each of the two 
subsequent years. 

8. Loans to Local Government are projected to:  
• Increase from $4,518m at 31 Dec 2014 by $1,242m or 27% to $5,760m at 30 June 2016; 
• Increase by $1,210m or 21% to $6,970m at 30 June 2017; and  
• Increase by $640m or 9% to $7,610m at 30 June 2018. 

9. Key performance measures and targets are summarised in the table below - refer note 27. 

10. Half Year Report to 31 December 2014 
11. LGFA achieved a net surplus of $4.47m for the six months to 31 December 2014 ($3.27m over 

the same period in 2013), which is $0.52m or 13% higher than the budget of $3.95m.  This is 
due to the strong support from Council borrowers and cost containment by LGFA.  

12. LGFA has continued to reduce the base lending margins to Council borrowers- refer detail 
below, note 32. 

council report 
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13. As at 31 December 2014 LGFA had lent $4,518m to 43 participating Councils, across six 
maturities from 2015 to 2023.  This is an increase of $822m or 22% from 30 June 2014. LGFA is 
now the largest issuer of NZD securities after the NZ Government. 

14. The financial strength of LGFA was reaffirmed by the credit rating agency Standard and Poor’s 
who maintained its credit rating AA+. LGFA’s rating is the same as the NZ Government. 

 

15. Recommendations from Management 
 That:  

a. The Report be received; and 

b. Council provides a written response to LGFA advising the CCO Subcommittee approves the 
draft SOI with no amendments.  

 

16. Attachments 
17. Attachment 1 - LGFA Draft Statement of Intent for 2015/16. 

18. Attachment 2 - LGFA Cover Letter Half Year Report to 31 Dec 2014. 

19. Attachment 3 - LGFA Half Year Report 31 Dec 2014.  

20. Key Issues 
21. Draft Statement of Intent 2015/16 

22. The primary objective of LGFA is to optimise the debt funding terms and conditions for 
participating Councils. This includes: 
• Providing savings in annual interest cost;  
• Making longer-term borrowing available; 
• Enhancing certainty of access to debt markets; and 
• Offering more flexible lending terms. 

23. Details of additional objectives are noted on page 2 and 3 of the SOI - refer Attachment 1. 

24. The key financial highlights for the SOI are summarised below: 

 Forecast 
2016 

$ m 

Forecast 
2017 

$ m 

Forecast 
2018 

$ m 
Net Interest Income 16.17 18.23 19.16 
Issuance & operating expenses 5.65 6.58 7.06 
Net surplus 10.52 11.65 12.10 
Dividend 1.75 1.75 1.75 
    
Total assets (includes loans to Local Government) 6,002 7,291 7,940 
Total liabilities (includes bonds & borrower notes) 5,959 7,238 7,877 
Net equity 43 53 63 
Net equity/Total assets % 0.7% 0.7% 0.8% 
 

25. LGFA has set the  following SOI performance targets for 2016 to 2018: 

Performance measures and targets 
 

2016 2017 2018 

1. Average cost of funds relative to average cost of funds for 
NZ Government Securities. 

< 0.50% 
higher 

< 0.50% 
higher 

< 0.50% 
higher 

2. Average margin above LGFA’s cost of funds to highest 
rates participating Councils 

< 0.10%  <0.10% < 0.10% 

3. Annual issuance & operating expenses. < $5.65m <$6.58m < $7.06m 
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4. Total lending to participating Councils 
 

> $5,760m > $6,970m > $7,610m 

 
Half Year Report to 31 December 2014 

26. The Chairman’s report provides an overview for the six months to 31 December- refer 
Attachment 2. 

27. The key financial highlights for the half year are summarised below: 

 Actual 
6 mths to 
31/12/14 

$ m 

SOI  
6mths to 
31/12/14 

$ m 

Actual 
6 mths to 
31/12/13 

$ m 
Net interest income 6.60 5.96 4.76 
Issuance & operating expenses 2.13 2.01 1.49 
Net surplus 4.47 3.95 3.27 
    
Total assets (includes loans to Local Govt) 4,901 * * 
Total liabilities (includes bonds & borrower notes) 4,870 * * 
Net equity 31 * * 
Net equity/Total assets % 0.63% * * 
Loans to Local Government (face value) 4,518 * * 
* Not provided in Half Year Report. 

28. Total Council borrowings from LGFA increased $822m or 22%, to $4,518m in the six months to 
31 December 2014. 

29. Due to the larger than forecast borrowings by Councils from LGFA, the net interest income at 
$6.60m is 11% higher, and the net surplus at $4.47m is 13% higher,  than the SOI budget for 
the six months to 31 December 2014. 

30. LGFA has continued to reduce the base lending margins to Council borrowers- e.g. LGFA have 
shown improvements in margin to swaps by 7 to 10 bsp (basis points) in the six months to 31 
December 2014, covering four debt maturity profiles. A detailed analysis is provided - refer 
page 8 to 10 of Half Year Report- Attachment 3. 

31. The performance targets and results as at 31 December 2014 are shown below:  

Performance measure and targets Full Year 
target 

Result at  
Half Year 
31/12/14 

Expected 
to meet 

target 
1. Average cost of funds relative to average cost of funds for   
NZ Government Securities. 

< 0.50% 
higher 

0.85% No 

2. Average base lending margin above LGFA’s cost of funds  < 0.25% 0.15% Yes 
3. Annualised  issuance & operating expenses < $4.67m $2.13m Yes 
4. Lending to participating councils $4,000m $4,518m Yes 
 

32. LGFA have provided a Statement of Service Performance, which shows a detailed analysis of 
performance against objectives and performance targets -refer pages 8 to 15 of the Half Year 
Report - Attachment 3. 

33. As at 31 December 2014 HCC had total borrowings of $235m from the LGFA. This represents 
5.2% of total loans to local government of $4,518m. HCC’s total borrowings from LGFA 
increased by $5m in the six months to 31 December 2014. 
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34. HCC’s total borrowings from LGFA of $235m, represents 57% of HCC’s total external debt of 
$413m as at 31 December 2014. 
 

 
 
 

Signatory 
Authoriser Paul Conder, Chief Financial Officer  
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Committee: Council Controlled 

Organisations Subcommittee 
Date: 22 April 2015 

Report Name: Vibrant Hamilton Trust - Draft 
Statement of Intent 2015/16 
and Half Year Report for 
December 2014 

Author: David Leong 

 

Report Status Open  

Strategy, Policy or Plan context Monitoring performance of CCOs 

Financial status Not applicable 

Assessment of significance 

Having regard to the decision making provisions in the 
LGA 2002 and Councils Significance Policy, a decision in 
accordance with the recommendation is not considered 
to have a high degree of significance 

1. Purpose of the Report 
2. To present the Vibrant Hamilton Trust draft Statement of Intent (SOI) for year ended 30 June 

2016 for Councils consideration and comment. 

3. To present the Vibrant Hamilton Trust Half Year Report to 31 December 2014. 

4. Executive Summary 
5. Draft Statement of Intent 2015/16 

6. The financial statements have been prepared under the new Accounting Standards - “Public 
Benefit Simple Format Reporting-Accrual (Not-for-Profit), abbreviated as (PBE SFR-A (NFP)”. 
This includes a Statement of Cash Flow and other minor disclosure details. 

7. The forecast surplus before grants for 2015/16 is $449k. This forecast assumes 7.9 % return on 
the investment portfolio before management fees, as advised by Gareth Morgan Investment 
(GMI) 

8. The forecast grant for 2015/16 is $300k as recommended by the Trustees. 

9. The GMI portfolio is forecasted to increase by $150k, from $6.346m at 30 June 2015 to 
$6.496m at 30 June 2016, after allowing for expenses and grants.  

10. The performance measures and targets are detailed on page 14 and 15 of the SOI- refer 
Attachment 1. 

11. Half Year Report to 31 December 2014 

12. The Half Year Report for the six months to 31 December 2014 is unaudited-refer Attachment 2. 

13. The Trust made a surplus before grants of $497k for the six months to 31 December 2014, 
which exceeds the 12 months budget to June 2015 of $317k, and the previous years 12 months 
actuals to June 2014 of $477k. 

council report 
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14. The surplus for the six months to 31 December 2014 was mainly attributable to the strong 
performance of the growth stocks i.e. core stocks and satellite stocks. 

15. The Trust has not made any grants in the six months to 31 December 2014, although the 
budgeted total grant for the 2014/15 year was $200k.  The outstanding grant of $100k in 
respect of the Waiwhareke Natural Heritage Park as at 30 June 2014, is still reflected as owing 
as at 31 December 2014, and is likely to be disbursed in the later part of the 2014/15 year. 

16. Total equity of the Trust increased by $497k, from $5.572 million (June 2014) to $6.069 million 
(December 2014).  

 Trustees and Trust Deed 

17. The Trust Board currently has fours members, as disclosed in note 29 below. One Trustee 
position has been vacant since May 2014. 

18. The Trust Deed has not been reviewed since it was adopted back in June 2010. It is good 
practice for Trustee’s to review the Trust Deed regularly. 
 

19. Recommendations from Management 
That:  

a. The Report be received;  

b. Council provides a written response to the Vibrant Hamilton Trust, advising the CCO 
Subcommittee approves the draft SOI with no amendments;  

c.   The VHT Trustees be requested to identify suitable candidates to fill the vacant Trustee 
position and to make a recommendation to CCO Subcommittee;  

d. The Trustee Deed be reviewed by the Trustees to ensure it meets the current purpose 
and objectives of the Trust and to allow the Trust to function in efficient and cost 
effective manner. 

 

20. Attachments 
21. Attachment 1 - Vibrant Hamilton Trust Draft Statement of Intent for 2015/16 

22. Attachment 2 - Vibrant Hamilton Trust Half Year Report for 31 December 2014  

23. Discussion 
24. Trustees 
25. The Vibrant Hamilton Trust Deed states that “the Trust Board shall consist of five members 

who shall comprise of the Mayor (or nominee) and four other persons who by virtue of their 
community position, skills, qualifications and background are likely to enhance the operation 
of the Trust”.  

26. The Deed states that Council shall appoint the initial four trustees without public advertising 
for nominations but thereafter, two trustees shall be appointed after positions advertised and 
nominations received. 

27. The Trust currently has four Trustees: 
- Thomas Gibbons (Chair)  
- Malcolm Brooker 
- Lynette Flowers 
- Her Worship the Mayor  

28. One Trustee position has been vacant since the resignation of Matthew Keightley on 25 May 
2014.  
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29. Trust Deed 
30. The Trust Deed has not been reviewed since was first adopted on 9 June 2010. 

31. In accordance with good practice it is suggested that the Trust Deed be reviewed to ensure it 
meets the current purpose and objectives of the Trust and that it allows the Trust to function 
in an efficient and cost effective manner. 

32. Draft Statement of Intent 2015/16 
33. The forecast financial statements for 2016 to 2018 are detailed in Attachment 1.  For 

comparatives purposes we have shown the original forecast 2015 (2015 SOI) and a revised 
forecast 2015 which includes adjustments for the 2014 audited financial statements and recent 
information for GMI portfolio performance to date. 

34. The revised forecast for 2015 shows surplus before grants made of $1.074 million, which is 
$757k ahead of the original forecast for 2015 of $317k- this is result of the higher returns on 
the core growth and satellite growth stocks. 

35. The forecast revenue is based on 7.9% return before management fees on the investment 
portfolio for 2016 to 2018 (as advised per GMI). This projection reflects that the Trust can 
provide annual grants of $300,000 per annum for 2016 to 2018 and maintain an inflation 
adjusted capital base.  

36. Other forecast assumptions are noted on page 13 of the SOI.  

37. The forecast financial highlights for the SOI are summarised below:  

Forecast Statement of Financial Performance 
    

  
Revised Original 

   
   

  
Forecast Forecast Forecast Forecast Forecast    

  
2015 2015 2016 2017 2018    

  
$ $ $ $ $    

Total Revenue 
 

1,125,215 368,264 502,756 514,438 527,114    
Total Expenses 

 
50,901 50,911 53,124 54,146 55,246    

Surplus before grants made 
 

1,074,314 317,353 449,632 460,292 471,868    
Less grants made 

 
300,000 200,000 300,000 300,000 300,000    

Surplus for year 
 

774,314 117,353 149,632 160,292 171,868    

       
   

Forecast Statement of Statement of Financial Position 
    

  
Revised Original 

   
   

  
Forecast Forecast Forecast Forecast Forecast    

  
2015 2015 2016 2017 2018    

  
$ $ $ $ $    

Total Assets 
 

6,364,000 5,699,315 6,511,879 6,672,321 6,844,342    
Total Liabilities 

 
17,329 16,611 15,576 15,726 15,879    

Net Assets 
 

6,346,671 5,682,704 6,496,303 6,656,595 6,828,463    

       
   

 

38. Financial and Non-Financial Performance Targets are detailed on page 14 and 15 of the SOI- 
refer Attachment 1. 
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39. Half Year Report to 31 December 2014 

40. The financial highlights  for the 6 months to 31 December 2014 that is compared with the 12 
month budget and last years actuals, is summarised below: 

Statement of Financial Performance Actual   Budget   Actual 
  6 mths 

 
12 mths 

 
12 mths 

  31-Dec-14   30-Jun-15   30 Jun-14 

Total income 521,061  
 

368,264  
 

656,120  
Total expenses 24,322    50,911    178,235  

Surplus before grants 496,739  
 

317,353  
 

477,885  
Less grants made 0    200,000    336,000  

Surplus for the year 496,739    117,353    141,885  

            
Statement of Financial Position Actual   Budget   Actual 
  As at 

 
As at 

 
As at 

  31-Dec-14   30-Jun-15   30 Jun-14 
Total assets 6,179,396  

 
5,699,315  

 
5,690,099  

Total liabilities 110,300  
 

16,452  
 

117,742  

Net assets 6,069,096    5,682,863    5,572,357  

            
 
41. The surplus before grants for six months of $497k to 31 December 2014 exceeds the 12 month 

budget of $317k and the previous 12 months actuals of $477k. This is a result of a strong 
performance of the GMI portfolio. Expenses are in line with budget for the six months. 

42. Grants have not been made in the six months to 31 December 2014, although a budget for the 
2014/15 year is $200,000. Total liabilities as 30 June 2014  and 31 December 2014, includes an 
outstanding grant of $100,000 (i.e. the amount owing to the Waiwhareke Natural Heritage 
Park)  

43. These financial statements have been prepared under the new Accounting Standards - “Public 
Benefit Simple Format Reporting-Accrual (Not-for-Profit), abbreviated as (PBE SFR-A (NFP)”. 
This includes a Statement of Cash Flow and other minor disclosure details. 
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44. GMI Portfolio- Total Value Comparison: 
The table below shows the total value and movements of the GMI portfolio since inception. 

  Actual value $       
  Inception         
Asset Class/Comments 31/01/12 30/06/12 30/06/13 30/06/14 31/12/14 

Cash 389,809 586,864 304,628 368,169 381,845 
Fixed interest 2,330,089 2,257,505 2,363,806 2,531,686 2,765,070 
Core growth 975,372 771,284 959,346 1,285,007 1,460,727 
Satellite growth 973,944 1,141,061 1,816,910 1,505,237 1,571,754 
Portfolio Value 4,669,214 4,756,714 5,444,690 5,690,099 6,179,396 

Less Adjustments:           
Expenses/withdrawals from fund (285,393) (282,393)  (276,198)  (15,236)   

Portfolio Value after adjustment 4,383,821 4,471,321 5,168,492 5,674,863 6,179,396 
Movement of portfolio since 31/01/12   87,500 784,671 1,291,042 1,795,575 
Simple return since 31/01/12   2.0% 17.9% 29.5% 41.0% 
Annualised return (p.a.)     11.3% 10.6% 12.0% 
Benchmark return     7.4% 7.5% 8.0% 
Favourable     3.9% 3.1% 4.0% 

 
45. The portfolio made a simple return to 31 December 2014 (since inception) of 41.0%. This 

compares to the 29.5% return to 30 June 2014. The calculation takes in account adjustment for 
expenses/withdrawals from the fund. 

46. The overall annualised return for the portfolio of 12.0% at December 2014, exceeds the 
benchmark return of 8.0% (45% NZ Bond, 55% MSCI).  

47. The core stock and satellite stocks have reflected exceptional returns particularly over the last 
12 months to 31 December 2014. The annualised return at December 2014 for Core stocks was 
15.3% against a benchmark of 12.6% , and satellite stocks was 22.3% against a  benchmark of 
12.6%. 

 

Signatory 
Authoriser Paul Conder, Chief Financial Officer  
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Committee: Council Controlled 

Organisations Subcommittee 
Date: 22 April 2015 

Report Name: Innovation Waikato Ltd & 
Group - Draft Statement of 
Intent 2015/16 & Half Year 
Report to December 2014 

Author: David Leong 

 

Report Status Open  

Strategy, Policy or Plan context Monitoring performance of CCOs 

Financial status 
There is/is not budget allocated  
Not applicable 

Assessment of significance 

Having regard to the decision making provisions in the 
LGA 2002 and Councils Significance Policy, a decision in 
accordance with the recommendation is not considered 
to have a high degree of significance 

1. Purpose of the Report 
2. To present the Innovation Waikato Ltd (IWL) and Group Draft Statement of Intent for year 

ended 30 June 2016 for comment. 

3. To present the Innovation Waikato Ltd (IWL) and Group Half Year report to 31 December 2014. 

Note: This report was prepared in conjunction with Stuart Gordon (CEO of Waikato Innovation 
Park Ltd) 

4. Executive Summary 
5. Draft Statement of Intent 2015/16 

6. This draft Statement of Intent is based on the 2015/2016 financial year budgets approved at 
the February 2015 WIPL board meeting and unapproved 2017 and 2018 strategic projections. 
The draft SOI is reflected in Attachment 1. 

7. Projected surplus/(deficit) trends for years ending June 2016 to 2018: 

• The projected surplus before tax shows an upward trend: 2016 $721k, 2017 $1.320m and 
2018 $2.109m.  

• The Nutritional blending plant will be fully operational in the 2016 year after the 
investment from Callaghan Innovation. The food plant is 75% booked for the 2016 year.  

• The rental income is based on six months occupancy of the new purpose built Tetra Pak 
building in 2016 and achieving 98% occupancy rates for the two existing buildings.  The 
new Tetra Pak building will be 100% bank financed. 

• Other key financial highlights for the SOI are summarised in note 17 below. 

• Key performance measures and targets are summarised in note 23 below. 

council report 
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8. Major changes in strategic direction and key risks for 2016 to 2018: 

• The forecasts for 2016 are based on 300 days utilisation of the food plant. This will require 
the introduction of new customers in the 2017 year onwards.  

• The new Tetra Pak building will be finished in 2016.  

• A proposed new building will commence in January 2017 and be completed and available 
for rental in the last five months of the 2017/2018 year. This is contingent however on 
securing a new cornerstone tenant for the new building and 67% of the total space rented 
on commencement of the build with a target of 90% full in the first year. Private investor 
funding will be required to fund this development. 

9. Half Year Report to 31 December 2014 

10. Surplus/(deficit) comparison: 

• The overall group surplus for the half year of $277k is ahead of the 6 months budget 
(deficit $28k and last years actual comparative deficit of $189k). 

• Revenue to date is 2% ahead of budget. Expenditure is 8% below budget and this has 
resulted in an EBITDA 22% ahead of budget and 67% ahead of last year.  

• The CEO expects the improvement on budget gap to be sustained to year end with good 
orders in place for Food Waikato (NZFIW). 

• Other key financial highlights for the half year are summarised in note 24 below. 

11. Major challenges or risks:  

This volume levels in the food plant are based on only two new customers. 
 

12. Recommendations from Management 
 That:  

a. The Report be received; and  

b. Council provides a written response to the Innovation Waikato Ltd and Group, advising 
that the CCO Subcommittee approves the draft SOI with no amendments. 

 

13. Attachments 
14. Attachment 1 - IWL & Group Draft Statement of Intent for 2015/16 

15. Attachment 2 - IWL & Group Half Year Report to 31 December 2014  

16. Key Issues 
17. Draft Statement of Intent 2015/16 
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18. The key financial highlights for the SOI are summarised below: 

 
IWL and Group    Forecast 

2016 
$’000 

Forecast 
2017 

$’000 

Forecast 
2018 

$’000 
Revenue 8,883 10,208 11,298 
Expenditure 5,828 6,131 6,514 
Earnings before interest, tax, dep & amort (EBITDA) 3,055 4,077 4,784 
Depreciation & amortisation 1,078 1,103 1,149 
Interest 1,256 1,654 1,527 
Surplus before tax 721 1,320 2,109 
Tax  (286) (375) 
Surplus after tax 721 1,034 1734 
Dividend  (51) (204) (264) 
Surplus after tax and dividend 670 830 1,470 
    
Total assets 45,171 51,325 55,430 
Total liabilities 31,191 32,916 33,451 
Net equity 13,980 18,409 21,979 
Net equity + deferred income / total assets % * 42% 46% 48% 
    
Capital expenditure 7,931 6,838 4,020 

* Deferred income is defined in the attached SOI, specific accounting policies section i. Revenue- Government grants. 
Deferred income is disclosed as part total liabilities in the statement of financial position. However for the purposes of the 
shareholders’ funds/tangible assets ratio, deferred income is included in shareholders’ funds, as the government grant is considered 
non-repayable and is in compliance with IWL banking covenants. 

19. Revenue/expenditure: 
• As the Wetside facility will be in its first 12 months production, higher prices are forecasted 

for the spray dryer in 2016 compared to 2015.  
• The Property division will also have a new building (New Tetra Pak) in service commencing 

1 January 2016. Economic Development activities will continue unchanged. 

20. EBITDA and surplus /(deficit): 
• A budgeted improved EBITDA in 2016, by 20%, is due to higher margins obtained in the 

spray dryer with the wetside completed. This flows through to the following years.  
• The new building rentals start in Jan 2016. 

21. Dividend:  
A dividend of $51k is planned for 2016.  

22. Projected major capital expenditure: 
• 2016: New Tetra Pak building completed $7.115m ($2.0m in 2015). Additions for Wetside 

facility $300k.  
• 2017: A further new building; construction to commence by June 2017 with an initial spend 

of $7.0m. Additional facility for Wetside plant $700k. 
• 2018: New building completed with a spend of $3.5m ($7.0m in 2017). Additional facilities 

for NZFIW plant $400k. 

23. Borrowings: 
• The New Tetra Pak Building will be 100% bank financed ($2.0m in 2015 and $7.115m in 

2016). 
• NZFIW will need no further bank borrowing from 2016. 
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24. Performance measures and targets are summarised below: 

IWL and Group     2016 
$’000 

2017 
$’000 

2018 
$’000 

Group EBITDA 3,055 4,077 4,784 
Group cash from operating activities 1,423 1,144 1,400 
Group surplus after tax and dividend 670 830 1,470 
Production days on spray dryer 300 320 323 
Occupancy rate 98% 98% 98% 
Shareholders’ Funds including deferred Income/Tangible 
assets 

42% 46% 49% 

25. Half Year Report to 31 December 2014 

26. Key financial highlights for the half year are summarised below: 

IWL and Group Actual 
6 mths to 
31/12/14 

$’000 

Budget 
6 mths to 
31/12/14 

$’000 

Actual 
6 mths to 
31/12/13 

$’000 

Revenue 3,278 3,210 2,734 
Expenditure 2,000 2,170 1,970 
Earnings before interest, tax, dep & amort (EBITDA) 1,278 1,040 764 
Depreciation/amortisation 516 523 489 
Interest 485 545 459 
Surplus/(Deficit) 277 (28) (189) 
    
Total assets 33,611 33,556 31,090 
Total liabilities 21,089 17,990 21,408 
Net equity 12,522 15,566 9,683 
Net equity + deferred income / total assets * 58% 54% 48% 
    
Capital expenditure 1,178 2,531 104 
* Deferred income is included in the above ratio to recognise the actual liability and in compliance with the IWL banking covenants. 

27. Revenue comparison: 
• $68k (2%) favourable compared to budget. 
• $544k (20%) favourable compared to last year. 

28. Expenditure comparison: 
• $170k (8%) favorable compared to budget. 
• $30k (1.5%) unfavourable compared to last year. 

29. EBITDA comparison: 
• $238k (23%) favourable compared to budget. 
• $514k (67%) favourable compared to last year. 

30. Operations: 
Continued good occupancy rate of 98% plus higher than budgeted Food Waikato days of 
production has meant an excellent result to date. 

 
 

Signatory 
Authoriser Sean Murray, General Manager Events and Economic Development Group  
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Committee: Council Controlled 

Organisations Subcommittee 
Date: 22 April 2015 

Report Name: Waikato Regional Airport Ltd 
Draft Statement of Intent 
2015/16 and Half Year Report 
for December 2014 

Author: David Leong 

 

Report Status Open  

Strategy, Policy or Plan context Monitoring performance of CCOs 

Financial status 
There is/is not budget allocated  
Not applicable 

Assessment of significance 

Having regard to the decision making provisions in the 
LGA 2002 and Councils Significance Policy, a decision in 
accordance with the recommendation is not considered 
to have a high degree of significance 

1. Purpose of the Report 
2. To present the Waikato Regional Airport Ltd (WRAL) draft Statement of Intent (SOI) for the 

year ended 30 June 2016 for consideration and comment. 

3.  To present the WRAL Half Year Report to 31 December 2014. 

4. Executive Summary 
5. Draft Statement of Intent 2015/16 

6. The draft 2016 SOI reflects earnings before interest, tax, depreciation and amortisation 
(EBITDA) of $1.930m and a net deficit after tax of $573k. In comparison, the forecast EBITDA 
and net deficit for 2017 and 2018 shows a slight downwards movement.  Other key financial 
performance targets for the 3 years 2016 to 2018 are reflected in note 23 below.  

7. The key strategic activities for 2015/16 year are: 

• Optimise domestic passenger services. 

• Completion of run way designation appeal process. 

• Maximise property lease income. 

• Completion of the review of Titanium Park Joint Venture. 

8. Capital expenditure is forecasted at $600k for 2015/16, and $650k and $670k respectively for 
the 2017 and 2018. 

9. As the priority is to reduce debt, the Directors recommend that no dividend be paid for the 
next 3 years. 
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10. Half Year Report to 31 December 2014  

11. WRAL made a group deficit after tax of $169k for the six months to 31 Dec 2014, which 
includes a $110k loss on the revaluation of interest rate swaps. Over the last 6 months the 
company has focused on operational efficiencies, cost control, working with Air New Zealand 
on route marketing initiatives and the review of future direction of Titanium Park. 

12. The company is forecasting a full year deficit after tax of $41k, which is $152k down on the 
budgeted 2015 SOI surplus after tax of $111k.  

13. Although domestic passenger numbers for the 6 months to 31 Dec 2014 at 146,000, were 
down 4% or 5950 on the previous period last year, this has been offset by the revised terminal 
and landing charges that were implemented in April 2014. Revenue for the 6 months to 31 Dec 
2014 at $3.574m is up 4% or $142k on 2013. 

 

14. Recommendations from Management 
 That:  

a. The Report be received; and  

b. Council provides a written response to WRAL, advising that the CCO Subcommittee 
approves the draft SOI with no amendments.  

 

15. Attachments 
16. Attachment 1 - WRAL Draft Statement of Intent for 2015/16 

17. Attachment 2 - WRAL Half Year Report to 31 December 2014  

18. Key Issues 
19. Draft Statement of Intent 2015/16 

20. The key financial performance targets for the SOI  are summarised below: 

Consolidated Group Forecasts 
(The group includes Titanium Park Ltd and Hamilton & Waikato Tourism Ltd) 

Forecast 
2016 

$’000 

Forecast 
2017 

$’000 

Forecast 
2018 

$’000 
Earnings before interest, tax, dep & amort (EBITDA) $1,930 $1,903 $1,872 
Surplus/(deficit) after tax $(573) $(701) $(760) 
Net cash flow (operating & investing) $35 $28 $101 
    
Total liabilities /shareholders’ funds (debt/equity) 26:74 25:75 24:76 
Capital expenditure $600 $650 $670 
    
Interest cover (Parent only) 
(number of times EBITDA cover interest paid on debt) 

2.73 2.76 3.00 

21. The non-financial performance targets relating to health and safety, operational compliance 
and customer satisfaction are detailed in the SOI, Attachment 1. 

22. As the priority is to reduce debt, the directors propose no dividend be paid for the next 3 
years. 

23. The 2015/16 SOI deficit after tax of $573k is significantly unfavourable compared to the 
2014/15 SOI surplus after tax of $111k, and the 2015/15 forecast deficit after tax of $41k. The 
2015/16 SOI reflects the impact of the cessation of flight routes from Hamilton Airport which 
has been recently announced by Air New Zealand. The further decline in passenger numbers 
impacts other revenue areas e.g. carparking and kiosk sales. 
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24. Half Year Report to 31 December 2014 

25. The key financial highlights for the half year are summarised below: 

 Group 
Actual 

6 mths to 
31/12/14 

$’000 

Group 
Actual 

6 mths to 
31/12/13 

$’000 

Comments 

Total Revenue $3,574 $3,432 Up 4% or $142k on 2013 

Total Expenditure $3,743 $3,430 Up 9% or $313k on 2013, mainly 
due to an unfavourable movement 
in interest rate swaps of $254k 
(Loss $110k 2014, Gain $144k 
2013) 

Operating surplus/(deficit) $(169) $2  

Tax $4 $(72)  

Surplus/(deficit) after tax $(173) $74 Down 334% or $247k on 2013, 
mainly due to an unfavourable 
movement in interest rate swaps of 
$254k. 

EBITDA  $1,361 $1,136 Up 20% or $225k on 2013. 

 
Total assets $80,308 $78,892  
Total liabilities $21,014 $19,365  
Net equity $59,294 $59,527  
Net equity/Total assets % 74% 75%  

26. Domestic passenger numbers for the 6 months to 31 Dec 2014 were 146,000, which is down 
4% or 5,950 on same period last year. It is noted that fewer passengers are travelling on 
Auckland and Palmerston North routes.  

27. The revised terminal and landing charges implemented in April 2014 have assisted in offsetting 
the decline in passenger numbers, resulting in revenue for the 6 months to 31 Dec 2014 being 
ahead of the same period last year. 

28. Air New Zealand announced the cessation of the Hamilton to Auckland route from Feb 2016. 
This will have an impact on revenue and bottom line for the 2015/16 year partially offset by 
increased services to other domestic destinations.  

29. Parent debt has reduced by $239k during the six months from $10.201m to $9.962m. 

30. Titanium Park Joint Venture (TPJV) has not made any land sales in the half year. The WRAL 
Board key priority is to review of the Titanium Park and the Agreement with the Joint venture 
Partner. 

31. Hamilton & Waikato Tourism Ltd (HWT) is in its fourth year of operation with strong 
relationship with Councils in the region and industry and a number of key marketing activities 
are noted in the Chairman’s report. 

32. The key financial performance targets are summarised below: 

 SOI  
30/06/15 

$’000 

Group 
Actual 

6 mths to 
31/12/14 

$’000 

Forecast 
30/06/15 

$’000 

EBITDA $2,880 $1,360 $2,350 
Net surplus/(deficit) after tax $111 $(173) $(41) 
Net cash flow from operating & investing $(375) $(209) $329 
Interest cover (requirement 1.50) 2.91 3.24 3.13 
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33. The Chairman’s Report provides an overview for the half year, a detailed commentary on 

financial results, passenger numbers, operations, TPJV, Airport Developments, HWT  and 
outlook- refer Attachment 2. 

 

Signatory 
Authoriser Sean Murray, General Manager Events and Economic Development Group  
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Committee: Council Controlled 

Organisations Subcommittee 
Date: 22 April 2015 

Report Name: Consideration of the purposes 
of CCOs 

Author: David Leong 

 

Report Status Open  

Strategy, Policy or Plan context Monitoring of CCOs 

Financial status 
There is/is not budget allocated  
Not applicable 

Assessment of significance 

Having regard to the decision making provisions in the 
LGA 2002 and Councils Significance Policy, a decision in 
accordance with the recommendations is not  
considered to have a high degree of significance 

1. Purpose of the Report 
2. To review the functions and activities of the various Council Controlled Organisations (CCOs) of 

Hamilton City Council (Council) to establish whether the CCOs fit the purpose of local 
government as intended in the Local Government Act 2002. 

3. Executive Summary 
4. A review has been carried out to establish whether the following  CCOs fit the purpose of local 

government as intended in the Local Government Act 2002: 

• Innovation Waikato Ltd (IWL) & Group (includes Waikato Innovation Park Ltd (WIPL) and 
New Zealand Food Innovation (Waikato) Ltd (NZFIW). 

• Local Shared Services Ltd (LASS) 

• New Zealand Local Government Funding Agency Ltd (LGFA)  

• Waikato Regional Airport Ltd (WRAL) & Group (includes Titanium Park Ltd (TPL) and 
Hamilton & Waikato Tourism Ltd HWT). 

• Vibrant Hamilton Trust (VHT) 

• Hamilton Properties Ltd (HPL) 

5. The purpose of local government under Section 10 (1) (b) of the LGA 2002 says:  

To meet the current and future needs of communities for: 

1. good-quality local infrastructure, 

2. local public services, 

3. performance of regulatory function in a way that is, 

4.  most cost effective for households and businesses. 
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6. The conclusion reached is that all CCOs (noted in section 4 above) fit the purpose of the LGA. 

Section 10 (1) (b) of the LGA 2002 Criteria  1 2 3 4 
IWL & Group  Yes No No Yes 
LASS Yes No  Yes  Yes 
LGFA Yes Yes Yes  Yes 
WRAL  Yes  Yes  No Yes 
VHT No  Yes  No  Yes 
HPL  Yes  No  No  Yes 

7. Council’s rationale for investing in the IWL & Group goes much wider than the LGA. Council has 
supported economic development by providing the initial grants/capital to WIPL, so that the 
business could seek Government funding to develop the Waikato Innovation Park. IWL, WIPL 
and NZFIW became CCOs in October 2013, when the shares in IWL were gifted to Council by the 
Katolyst Group, which was valued at $10.19m.  

8. It should be noted that the CCO Subcommittee are reviewing the ownership of IWL & Group. 
 

9. Recommendation from Management 
 That the Report be received. 
 

10. Attachments 
11. There are no attachments for this report. 

12. Key Issues 
13. Background 

14. HCC holds shares in the following CCOs: 

Entity Ownership Value at 30 
June 2014 $’000 

1 Innovation Waikato Ltd (IWL) & Group (which includes 
Waikato Innovation Park Ltd (WIPL) and New Zealand 
Food Innovation (Waikato) Ltd (NZFIW) 

100% IWL shares. 
19.81% WIPL shares. 
IWL owns 80.19% of WIPL. 

 IWL  $10,149 
WIPL  $2,506 

2 Local Authority Shared Service Ltd (LASS) 
 

13.72% SVDS shares 
37.5% WRTM shares 

$378 

3 New Zealand Local Authority Government Funding 
Agency Ltd (LGFA) 

8.3% $1,866 

4 Waikato Regional Airport Ltd (WRAL) & Group (which 
includes  Hamilton & Waikato Tourism Ltd and 
Titanium Park Ltd) 

50% $29,750 

5 Vibrant Hamilton Trust (VHT) 
 

Incorporated  Society & 
Chartable Trust 

 Net assets 
$5,572 

6 Hamilton Properties Ltd (HPL) 
 

100% 1 

15. Legislative requirements  

16. Section 10 (1) (b) of the Local Government Act 2002 (LGA) stipulates the purpose of local 
government and reads as follows: 

17. "To meet the current and future needs of communities for (1) good-quality local infrastructure, 
(2) local public services, and (3) performance of regulatory function in a way that is (4) most 
cost effective for households and businesses" 
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18. Review of CCOs 

The review of Council’s CCOs was performed as follows: 

• The rationale for Council’s investment in each of the CCOs and the respective CCO 
objectives were documented. 

• The rationale and objectives for each CCO were then assessed against meeting the purpose 
of the LGFA, as defined above – see section 6 & 17.  

• Any potential risks were considered if the CCOs functions and activities did not meet the 
purpose of the LGA. 

19. Innovation Waikato Ltd (IWL) & Group  

20. IWL objectives: 

• To promote research, commercialisation and marketing of new and existing entities or 
individuals, new products, processes technologies and quality improvement. 

• To actively promote economic development by supporting the growth of business that 
contributes to New Zealand’s export economy.  

• The focus of the Park is on innovation and technology-led businesses that enhance New 
Zealand’s competitive advantage and align the region’s economic development strategy in 
areas such as: agriculture, agribusiness, food processing, and value added food products 
from primary production, horticulture, environmental sustainability, enabling information 
and communication technology. 

21. Assessment: 

• IWL does provide office infrastructure and advisory services that individuals and 
businesses can utilise.  

• Although not mentioned specifically in the LGA, Council supports economic development 
through its direct shareholding in IWL and WIPL. 

• It should be noted that Council is reviewing the opportunity its ownership in IWL and 
Group. The current view of the CCO Subcommittee is that Council does not necessary need 
to be a long term 100% shareholder in IWL & Group. Council does not intend to inject 
further capital, when the IWL/WIPL Board have plans for expansion for the Park. 

• There does not appear to be any risk because of IWL & Group functions and activities do 
not specifically meet the purpose of the LGA in the short term. However, the Community 
will ultimately benefit in the future when Council decides to exit from IWL & Group, as the 
funds will be available for local public services and/or local infrastructure. 

22. Local Authority Shared Service Ltd (LASS) 

23. LASS objectives:  

• The core purpose of LASS is to make a regional leadership contribution and seek 
opportunities to operate more efficiently by participating with the region’s local 
authorities on shared services, particularly in respect of information collection and 
management, with the aim of reducing the cost of those activities to the community at 
large. 

24. Assessment: 

• LASS meets the purpose of LGA, i.e. savings and efficiencies achieved by Council, which 
ultimately benefits the community. 
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25. New Zealand Local Authority Government Funding Agency Ltd (LGFA) 

26. LGFA objectives: 

By borrowing through the LGFA, Council has benefited by: 

• Ensuring the Council’s finances is sustainable in the long term.  

• Optimising debt funding terms and conditions for Council, including flexible lending terms. 

• Enhancing the certainty of access to debt markets for Council. 

• Ensuring savings in annual interest costs for Council. 

• Receiving annual dividend income from LGFA. 

27. Assessment: 

• LGFA meets the purpose of LGA, i.e. interest savings and efficiencies achieved by Council, 
which ultimately benefits the community. 

28. Waikato Regional Airport Ltd (WRAL) & Group  

29. WRAL objectives: 

• To support the delivery of sustainable airport operations for the region. 

• To support the economic development for the region by driving the tourism initiatives. 

30. Assessment: 

• WRAL meets the purpose of LGA, i.e. developing and maintaining the Airport infrastructure 
for the region, which is considered a public benefit. It is not unusual for Councils to have 
some form investment in Airports, particularly in the regions.  

• Although not mentioned in the LGA, Council supports economic development through its 
shareholding and financial contributions to WRAL and Group. 

31. Vibrant Hamilton Trust (VHT) 

32. VHT Objectives: 

• Promote the social, economic, environmental and cultural wellbeing of Hamilton and its 
communities. 

• Relieve poverty through sustainable policies and practices. 

• Advance education in Hamilton, particularly to promote and advance economic standards 
for the benefit of the public. 

• Deliver on strategic aspirations of Hamilton as identified by the community from time to 
time and endorsed by Council. 

• VHT has made grants for various projects in the City, which has effectively benefited the 
community. 

33. Assessment 

• VHT meets the purpose of LGA, i.e. the public benefits from the distribution of grants to 
relevant projects in the Hamilton. 

34. Hamilton Properties Ltd (HPL) 

35. Council’s rationale: 

• Council has retained HPL with the view to utilising its tax losses in the future. 
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36. Assessment: 

• HPL meets the purpose of LGA. There may be a possible financial benefit to Council, if HCC 
can utilise the tax losses in the future. 

 

 

Signatory 
Authoriser Sean Murray, General Manager Events and Economic Development Group  
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Resolution to Exclude the Public 

Section 48, Local Government Official Information and Meetings Act 1987 

The following motion is submitted for consideration: 

That the public be excluded from the following parts of the proceedings of this meeting, namely 
consideration of the public excluded agenda. 

The general subject of each matter to be considered while the public is excluded, the reason for passing 
this resolution in relation to each matter, and the specific grounds under section 48(1) of the Local 
Government Official Information and Meetings Act 1987 for the passing of this resolution follows. 

General subject of each matter to 
be considered 

Reasons for passing this 
resolution in relation to each 
matter 

Ground(s) under section 48(1) for 
the passing of this resolution 

C1. Council Controlled 
Organisations (CCO) 
Subcommittee - Public 
Excluded Minutes - 14 
October 2014 

C2. Council Controlled 
Organisations Subcommittee 
Action List - Public Excluded 
- 22 April 2015 

C3. Council Ownership stake in 
Waikato Innovation Park and 
exit options  

C4. CCO Board Appointments  

 

)  Good reason to withhold 
)  information exists under 
)  Section 7 Local Government 
)  Official Information and 
)  Meetings Act 1987 
) 

Section 48(1)(a) 

 

This resolution is made in reliance on section 48(1)(a) of the Local Government Official Information and 
Meetings Act 1987 and the particular interest or interests protected by Section 6 or Section 7 of that Act 
which would be prejudiced by the holding of the whole or relevant part of the proceedings of the meeting 
in public, as follows: 

   
Item C1. to prevent the disclosure or use of official 

information for improper gain or improper 
advantage 

Section 7 (2) (j) 

Item C2. to prevent the disclosure or use of official 
information for improper gain or improper 
advantage 

Section 7 (2) (j) 

Item C3. to enable Council to carry out negotiations Section 7 (2) (i) 
Item C4. to protect the privacy of natural persons Section 7 (2) (a) 
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