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Notice of Meeting: 
I hereby give notice that an ordinary Meeting of the Finance Committee will be held on: 
 

Date:  
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Meeting Room: 
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Purpose:  

The Finance Committee is responsible for: 

1. Monitoring Council’s financial strategy, and financial performance against the Long Term Plan and 

Annual Plan. 

2. Determining financial matters within its delegations and Terms of Reference and making 

recommendations to Council on financial matters outside its authority. 

3. Guiding and monitoring Council’s interests in its Council Controlled Organisations (CCOs), Council 

Organisations (COs) and subsidiaries. 

 

In addition to the common delegations on page 9, the Finance Committee is delegated the following 
Terms of Reference and powers: 

Terms of Reference: 

1. To monitor Council’s financial strategy, and performance against that strategy. 

2. To monitor Council’s financial and non-financial performance against the Council’s 10 Year Plan. 

3. To approve deferred capital expenditure. 

4. To develop and monitor policy related to the following matters:  

a) financial management; 

b) revenue generation; 

c) procurement and tendering; and 

d) the appointment and remuneration of directors of CCOs and COs. 

5. To monitor the probity of processes relating to policies developed by the Finance Committee. 

6. To provide clear direction to Council’s CCOs and COs on Council’s expectations, including feedback on 

draft statements of intent. 

7. To receive six-monthly reports of Council’s CCOs and COs, including on board performance. 

8. To undertake any reviews of CCOs and agree CCO-proposed changes to their governance 

arrangements, except where reserved for Council’s approval by Council. 

9. To monitor Council’s investments in the Municipal Endowment Fund and the Domain Endowment 

Fund. 

 

The Committee is delegated the following powers to act: 

• Approval of: 

o Appointments to, and removals from, CCO and CO boards; and 

o A mandate on Council’s position in respect of remuneration proposals for CCO and CO board 

members to be presented at Annual General Meetings. 

• Approval of letters of expectation for each CCO and CO. 

• Approval of statements of intent for each CCO and CO. 

• Approval of proposed major transactions of CCOs and COs. 

• Approval or otherwise of any proposal to establish, wind-up or dispose of any holding in, a CCO or CO. 

• Approval of operating and/or capital expenditure within the Long Term Plan or Annual Plan that 

exceeds the Chief Executive’s delegation, excluding expenditure which:     

▪ contravenes the Council’s Financial Strategy; or 

▪ significantly alters any level of service outlined in the applicable Long Term Plan or 

 Annual  Plan; or  
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▪ impacts Council policy or practice, in which case the delegation is recommendatory 

 only and the Committee may make a recommendation to the Council for approval. 

• Approval of contractual and other arrangements for supply and services, and revenue generating 

contracts, which: 

o exceed the Chief Executive’s delegations, but 

o exclude contracts or arrangements that are reserved for the Council or another 

Committee’s approval. 

• Approval of acquisition or sale or lease of properties owned by the Council, or owned by the Municipal 

Endowment Fund or the Domain Endowment Fund consistent with the Municipal Endowment Fund 

Investment Policy, for any endowment properties. 

• Approval to write-off outstanding accounts greater than $10,000 (in accordance with the Debtor 

Management Policy). 

 

The Committee is delegated the following recommendatory powers: 

• The Committee may make recommendations to Council. 

• The Committee may make recommendations to other Committees. 

 

Oversight of Policies: 

• Appointment and Remuneration of Board Members of COs, CCOs and CCTOs Policy 

• Freeholding of Council Endowment Land Policy 

• Funding Needs Analysis Policy 

• Investment and Liability Management Policy 

• Municipal Endowment Fund Investment Policy 

• Rates Remissions and Postponements Policy 

• Rating Policy 

• Revenue and Financing Policy 
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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.  

 

4 Public Forum 
As per Hamilton City Council’s Standing Orders, a period of up to 30 minutes has been set aside for 
a public forum.  Each speaker during the public forum section of this meeting may speak for three 
minutes or longer at the discretion of the Chair. 
 
Please note that the public forum is to be confined to those items falling within the terms of the 
reference of this meeting. 
 
Speakers will be put on a Public Forum speaking list on a first come first served basis in the Council 
Chamber prior to the start of the Meeting.  A member of the Council Governance Team will be 
available to co-ordinate this.  As many speakers as possible will be heard within the allocated time. 
 
If you have any questions regarding Public Forum please contact Governance by telephoning 07 
838 6439.  
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Committee: Finance Committee Date: 04 December 2018 

Author: Rebecca Watson Authoriser: Becca Brooke  

Position: Committee Advisor  Position: Governance Team Leader  

Report Name: Confirmation of Finance Committee Meeting Minutes - Open - 16 October 

2018  

 

Report Status Open  

 
 

Staff Recommendation 

That the Committee confirm the Open Minutes of the Finance Committee Meeting held on 16 
October 2018 as a true and correct record. 

 
 

Attachments 

Attachment 1 - Finance Committee Minutes - Open - 16 October 2018. 
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Finance Committee 
 

OPEN MINUTES 
 
 

 
Minutes of a meeting of the Finance Committee held in Council Chamber, Municipal Building, 
Garden Place, Hamilton on Tuesday 16 October 2018 at 9.30am. 
 
PRESENT 
  

Chairperson 
Deputy Chairperson 
Members 
 
 
 
 
 
 
 
 
 
 
 
In attendance: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Cr G Mallett 
Cr R Pascoe 
Deputy Mayor M Gallagher 
Cr M Bunting 
Cr J R Casson 
Cr S Henry 
Cr D Macpherson 
Cr A O’Leary 
Cr P Southgate 
Cr G Taylor 
Cr L Tooman 
Cr R Hamilton 
Maangai Bella Takiari-Brame 
 
Richard Briggs – Chief Executive 
David Bryant – General Manager Corporate 
Sean Murray – General Manager Venues, Tourism and Major Events 
Sean Hickey – General Manager Strategy and Communications 
Lance Vervoort  - General Manager Community 
Eeva-Liisa Wright – General Manager Infrastructure Operations 
Jen Baird – General Manager City Growth 
Blair Bowcott – Executive Director Special Projects 
Tracey Musty – Financial Controller  
Maire Porter – City Waters Manager 
Stephen Halliwell – Accounting Manager 
Matthew Bell – Rates and Revenue Manager 
Sarah Wilson – Organisational Support Team Leader 
Hayden De Villiers – Treasury Accountant 
Nigel Ward – Communications Team Leader 
Mike Lamb – Chief Information Officer 
Scott Copeland – Procurement Manager 
Nicolas Wells – Strategic Property Manager 
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Governance Advisors: 

Natalie Young – PMO Manager 
Paul Gower – Programme Manager Growth and Assets 
 
Lee-Ann Jordan – Governance Manager 
Becca Brooke – Governance Team Leader 
Rebecca Watson – Committee Advisor 

 

 1. Apologies   
  
 Resolved:  (Crs Mallett/Casson) 
 

That the apologies for absence from Mayor King, and from Cr Pascoe and Cr Macpherson for 
lateness are accepted. 

 
2. Confirmation of Agenda 
 

Resolved: (Crs Mallett/Casson)   

That the agenda is confirmed noting that the order of the agenda will be flexible to accommodate 
external presenters. 

 
3. Declarations of Interest 

 
Cr O’Leary noted in relation to item 16 (Petition from Netherville Retirement Village regarding  
Rates and Maintenance of Infrastructure) that her mother was a resident of Netherville Retirement 
Village but that she did not believe she was conflicted in relation to the matter. 
 
When Cr Pascoe joined the meeting (11.23am), he noted in relation to item 9 (Contacts – Increase 
Approved Contract Sum and or Extend Term) that he was a trustee in relation to contract 08060 
(General Security Services to Council) but not a beneficiary. He did not believe he was conflicted in 
relation to this item. 

 

4. Public Forum 
 
No members of the public wished to speak.   
 

5. Finance Committee Meeting Minutes - Open - 28 August 2018 

Committee Members discussed the composition of minutes in general, specifically regarding what 
was covered in the discussion section. The Governance Manager advised that discussion in the 
minutes was kept at a high level due to subjectivity and materiality issues.  

 Resolved: (Crs Mallett/Casson)   

That the Committee confirm the Open Minutes of the Finance Committee Meeting held on 28 
August 2018 as a true and correct record. 

 
Cr Macpherson joined the meeting (9.35am) during the discussion of the above item. He was present when 
the matter was voted on. 
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6. Chair's Report - 16 October 2018 

The Chair took the report as read and responded to questions from Committee Members 
regarding the concerns raised in his report.  

Action: The CE noted that the issues raised in the Chairs report in relation to rates, UAGC and the 
impact on social housing would be discussed at a future Elected Member Briefing.  

 Resolved: (Crs Mallett/Henry)   

That the Finance Committee receives the report. 

 
Cr O’Leary Dissenting. 

 

7. New Zealand Local Government Funding Agency Limited (LGFA) - Annual Report 2018 

Mark Butcher (LGFA Chief Executive) presented the report. He provided a summary of the LGFA’s 
annual report and responded to questions from Committee Members concerning: 

- Sector debt 

- Uptake from councils  

- How LGFA would work with Council Controlled Organisations 

- Central Government for the sector 

- Credit quality of the structure 

- Housing Infrastructure Fund debt 

 Resolved: (Cr Mallett/Cr Taylor)   

That the Finance Committee receives the NZ Local Government Funding Agency Ltd Annual Report. 
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8. Waikato Local Authority Shared Services (WLASS) Annual Report 30 June 2018 

The Executive Director Special Projects introduced Kelvin French (WLASS Chief Executive). He 
noted that the annual report summary was available on the WLASS website. Mr French highlighted 
some of the key points in the report, being resourcing and representation in LASS. He and HCC 
staff responded to questions from Committee Members concerning: 

- Aligned resource consent planning 

- Consideration of climate change 

- Impact of rising base product costs 

- Digital strategy  

- Development and process of broader by-in at a governance level 

Action: Staff undertook to provide further information to Committee Members regarding a request 
for funding for additional WLASS resources at  the 4 December 2018 Finance Committee meeting.  

 Resolved: (Cr Mallett/Deputy Mayor Gallagher)   

That the Finance Committee receives the Waikato Local Authority Shared Services Annual Report. 

 
Cr Hamilton left the meeting (11.02am) during the discussion of the above item. He was not present when 
the matter was voted on. 
 

The meeting adjourned (11.06am – 11.23am) 
 
Crs Pascoe joined the meeting following the above adjournment. 
 
Cr Hamilton re-joined the meeting following the above adjournment. 
 
Cr Pascoe noted in relation to item 9 (Contacts – Increase Approved Contract Sum and or Extend Term) that 
he was a trustee in relation to contract 08060 (General Security Services to Council) but not a beneficiary. 
He did not believe he was conflicted in relation to this item as noted in the Declarations of Interest. 
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9. Contract 07075, 08060, 09062A, 10093, 11022A, 12021A, 12073, 15066, 16412 - Increase 
Approved Contract Sum and or Extend Term 

The Procurement Manager took the report as read and responded to questions from Committee 
Members concerning: 

- Clarity of the report 

- Terms and condition of various contracts 

 Resolved: (Crs Mallett/Macpherson)   

That the Finance Committee: 

a) Approves the increase to the approved contract sum for the following contracts: 

(i) Contract 09062A from $1,170,000 to $5,000,000 

(ii) Contract 12073 from $2,842,000 to $3,220,000 

(iii) Contract 15066 from $3,310,000 to $8,000,000 

(iv) Contract 16412 from $1,400,000 to $4,200,000 

b) Approves the extension of contract term for the following contracts: 

(i) Contract 07075 from 30 June 2017 to 30 June 2019 

(ii) Contract 08060 from 31 January 2018 to 30 June 2019 

(iii) Contract 09062A from 28 February 2017 to 30 June 2020 

(iv) Contract 10093 from 30 June 2017 to 28 February 2020 

(v) Contract 12021A from 29 March 2018 to 28 February 2020 

(vi) Contract 12073 from 1 September 2018 to 28 February 2019 

(vii) Contract 15066 from 29 June 2019 to 29 June 2022 

 
 

10. Accessible Properties New Zealand Limited - Q3 and Q4 Management Accounts and 
Activity Report - Audited Financial Statements (Full Year 30 June 2018) 

The Strategic Property Manager took the report as read and responded to questions from 
Committee Members concerning: 

- Social housing fund/network 

- Possibility of extension of repayment terms  

- Waiting list times and turnover of tenancies for properties 

 Resolved: (Crs Mallett/Tooman)   

That the Finance Committee receives the report. 
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16. Petition from Netherville Retirement Village Regarding Rates and Maintenance of 
Infrastructure 

The Revenue Manager introduced the report, noting that the rates applied to Netherville 
Retirement Village are consistent with the 10 YP decisions. Staff noted that they had met with 
residents to discuss their concerns and residents were comfortable with the staff report and the 
recommendations. Staff responded to questions from Committee Members concerning: 

- Bespoke rubbish and recycling arrangements 

- Improvements that could be made to assist residents being aware/informed of the 
arrangements 

- Consistency of development and consents across retirement villages in Hamilton. 

Action: Staff undertook to provide further information to Committee Members regarding how  
retirement villages around Hamilton structured asset ownership including roading via a future 
Elected Member briefing. 

 Resolved: (Crs Mallett/Taylor)   

That the Finance Committee: 

a)  receives the report; 

b)  notes that requests of the Council raised in the Netherville Retirement Village petition 
are inconsistent with the Council’s 2018-28 10 Year Plan decisions and therefore staff 
are not recommending any changes to rates or maintenance responsibilities for 
Netherville Retirement Village; and 

c)     notes that staff will continue to work with Netherville Retirement Village residents  
  to improve their site rubbish and recycling collection services. 

Cr Casson Dissenting. 

 
 
 
 
 

11. Civic Financial Services Limited - Annual Report December 2017 

The report was taken as read. The General Manager Corporate responded to questions from 
Committee Members concerning whether Council had received a dividend this year and the 
market value of shareholdings. 

 Resolved: (Crs Pascoe/Mallett)   

That the Finance Committee receives the Civic Financial Services Limited Annual Report. 
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7. H3 Report Quarter 1 - 1 July to 30 September 2018 

The General Manager Venues, Tourism and Major Events introduced the report.  He noted an 
error in the report on page 108, where the financial table numbers in YTD column were incorrect 
but the totals were correct.  

He responded to questions from Committee Members concerning: 

- Impact of interest rates dropping  

- Timing of overhead costs 

- Recovery of capital costs through revenue  

- Forecasts 

- Financial figures and tables – clarification. 

- Recycling facilities at Claudelands 

 Resolved: (Crs Mallett/Bunting)   

That the Finance Committee receives the report. 

 
Cr Southgate retired from the meeting (12.27pm) during the discussion of the above item. She was not 
present when the matter was voted on. 
 

The meeting adjourned (12.37pm – 1.20pm) 
 

Following the adjournment, the meeting went into a public excluded session. 
 
 

20. Resolution to Exclude the Public 

Resolved: (Crs Mallett/Bunting)   

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. Finance Committee Meeting 
Minutes - Public Excluded - 
28 August 2018 

C2. Report on overdue debtors 
as at 30 September 2018 & 
Debt write-offs 2018/19 

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

Section 48(1)(a) 
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C3. Contract 17525 - Rototuna 
Sports Park and Park Lane 
Construction 

 
 

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 protect the privacy of natural persons 
to maintain the effective conduct of public 
affairs through protecting persons from 
improper pressure or harassment 

Section 7 (2) (a) 
Section 7 (2) (f) (ii) 

Item C3. to prevent disclosure of a trade secret 
to enable Council to carry out commercial 
activities without disadvantage 

Section 7 (2) (b) (i) 
Section 7 (2) (h) 

 

 
Deputy Mayor Gallagher, Crs Taylor, Macpherson, and Hamilton left the meeting during the above 
adjournment and were not present when the resolution to exclude the public was voted on.  
 
 

The meeting went into a public excluded session at 1.20pm. 
 

The meeting moved back into the open session at 1.50pm. 
 

During the public excluded session, Deputy Mayor Gallagher, Crs Macpherson, Taylor, Hamilton and 
Southgate re-joined the meeting. 
 
 

8. Waikato Innovation Growth Limited and Group - Annual Report 30 June 2018 

Barry Harris (Waikato Innovation Growth Limited CE) and Stuart Gordon (Waikato Innovation 
Growth Limited Chair) introduced the report. They responded to questions from Committee 
Members concerning the nature and sustainability of businesses utilising facilities at the 
Innovation Park. 

 Resolved: (Crs Mallett/Southgate)   

That the Finance Committee receives the Waikato Innovation Growth Limited (WIGL) Group 
Annual Report. 
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92. New 10-Year Plan Monitoring Report Structure 

The Accounting Manager introduced the report, noting that the purpose was to explain proposed 
changes made to financial reporting to the Finance Committee.  

He responded to questions from Committee Members regarding: 

- Commentary and metrics regarding potential risks 

- Inclusion of non-financial commentary on service performance 

- How the reports help identify potential financial shortfalls  

 Resolved: (Cr Mallett/Maangai Takiari-Brame)   

That the Finance Committee receives the report. 

 
Cr Hamilton retired from the meeting (2.26pm) at the conclusion of the above item. He was present when 
the matter was voted on. 
 

10. Waikato Regional Airport Limited (WRAL) - Annual Report June 2018 

Mark Morgan (WRAL Chief Executive) provided a presentation summarising WRALs Annual Report. 
He responded to questions from  Committee Members concerning: 

- Forecasting 

- Opportunities for freight and rail linkages 

- Opportunities with hotel accommodation 

- Changes to carparking payment options 

The Committee commended WRAL on their performance this year. 

 Resolved: (Crs Mallett/Bunting)   

That the Finance Committee receives the Waikato Regional Airport Ltd (WRAL) Annual Report. 

 
Cr Southgate retired from the meeting (2.46pm) during the discussion of the above item. She was not 
present when the matter was voted on. 
 
Cr Taylor left the meeting (2.51pm) during the discussion for the above item. He was not present when the 
matter was voted on. 

 

13. Financial Strategy Monitoring Report 

The Accounting Manager and the Finance Manager introduced the report. They responded to 
questions from Committee Members concerning the new financial reports. Committee Members 
were asked to feed back any suggestions relating to the new reports to the Finance Manager. 

 Resolved: (Crs Mallett/Pascoe)   

That the Finance Committee receives the report. 
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11. Annual Monitoring Report August 2018 

The Accounting Manager introduced the report, and advised that there were some corrections to 
the report that had been circulated to Committee Members and would be attached as an appendix 
to these minutes. It was also noted that brackets were missing from figures on page 51, note 3. 

He noted that this report had been re-crafted in order to make it easier to understand. He 
summarised the results as outlined in the report. 

 Resolved: (Crs Mallett/Taylor)   

That the Finance Committee receives the report. 

 
Cr Macpherson retired from the meeting (4.08pm) during the discussion of the above item. He was not 
present when the matter was voted on. 

 

12. Capital Portfolio Monitoring Report 

The General Manager Development and the PMO Manager spoke to the report and noted the 
following corrections: 

- Page 73, Paragraph 28 – should state budgeted not forecasted 
- Page 73, Paragraph 29 – should state budgeted not forecasted. 
- Page 73, Paragraph 34 – should state budget not forecast.  
- Page 74, Paragraph 43 – should state Attachment 3 not 4. 

 
They responded to questions from Committee Members concerning: 

- Breakdown of 10-Year Plan capital work into 3 year portfolios   

- Funded seismic work 

- Definitions and categories in reports 

- Timing and process of revaluation of assets. 

 Resolved: (Cr Mallett/Deputy Mayor Gallagher)   

That the Finance Committee receives the report. 

 
Cr Bunting retired from the meeting (4.52pm) during the discussion of the above item. He was not present 
when the matter was voted on. 
 
An extension of time was moved at 4.45pm during the above item.  

 
Resolved:  (Crs Mallett/Casson) 
That the meeting extend beyond 6 hours as per standing order 3.2.7. 

 
The meeting was declared closed at 4.55pm. 
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Appendix One – Annual Monitoring Report August 2018 

Corrections: 
 
On page 44, paragraph 37, the date should be 2018 not 2016. 
 
On page 48, the losses line in the Balancing the Books table is incorrect. The correct table is below. 
 
 

LOCAL GOVERNMENT BALANCING THE 
BOOKS MEASURE     

FOR THE TWO MONTHS 
ENDED 31 AUGUST 2018 

 

       

        

 
Note 

Actual  
YTD 

Budget  
YTD 

Variance YTD 
favourable/ 

(unfavourable) 

Annual 
budget 

Annual 
Forecast 

Actual  
August 
2017 

  
$000 $000 $000 $000   $000 

     
      

Surplus/(deficit)  
 

3,176  3,681  (505) 76,341  77,197  18,177  

     
      

Adjustments for the Local 
Government Regulations 
measure 

    
      

Gains excluding gains on 
investment properties  

501  -   501  -   -   (3,122) 

Losses  
 

(3,301) -   (3,301) -   -   -   

Development and financial 
contributions  

3,496  2,920  576  17,518  17,518  4,979  

Vested assets  
 

1,895  5,001  (3,106) 30,000  30,000  3,585  

Total adjustments   2,591  7,921  (5,330) 47,518  47,518  5,442  

     
      

LG Regulations balancing the 
books surplus/(deficit) 

  585  (4,240) 4,825  28,823  29,679  12,735  
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Committee: Finance Committee Date: 04 December 2018 

Author: Stephen Halliwell Authoriser: David Bryant  

Position: Accounting Manager  Position: General Manager Corporate  

Report Name: Financial Strategy Monitoring Report 

 

Report Status Open  

 

Purpose  

1. To inform the Finance Committee of the status of the 2018-28 10-Year Plan Financial Strategy 
as at 31 October 2018.  

 

Staff Recommendation (Recommendation to Council) 

1. That the Finance Committee: 

a) receives the report. 

2. That the Finance Committee recommends the Council:  

a) approves the additional Te Awa Cycleway Remediation Project at a total cost of $1.75M, 
funded from subsidy and other revenue;  

b) approves the rephasing and deferral of $26.2M capital projects from 2018/19 to 2019/20 as 
listed in the December 2018 Capital Portfolio Monitoring Report (Item 8 of this agenda);  

c) approves the additional renewal works on Seddon Park Lights of $1.2M in 2018/19 and 
$1.53M in 2019/20; and 

d) approves the revised forecast Financial Strategy graphs for Debt to Revenue, Net Debt and 
Balancing the Books as set out in paragraphs 31 to 35 of this report. 

 

Executive Summary 

2. This report is to be read in conjunction with the: 

a) December 2018 Annual Monitoring Report; and 
b) December 2018 Capital Portfolio Monitoring Report. 

3. This report provides a forecast update of the key 10-Year Plan Financial Strategy metrics. 

4. One key goal of the 10-Year Plan Financial Strategy is to maintain or better the balancing the 
books result so that the Council can reduce the need to borrow to fund everyday expenses. 

5. Not borrowing to fund everyday expenses maintains the Council’s borrowing capacity to fund 
investment in infrastructure. 
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6. For the first 3 years of the Plan there is very little margin for over-budget spending, be that 
operating or capital. 

7. If there are negative variances from either the operating and/or capital budgets the Council 
will need to consider increasing revenue and/or reducing expenditure in other budgets. 

8. Staff consider the matters in this report have low significance and that the recommendations 
comply with the Council’s legal requirements.  

Background 

9. Financial Strategy 

10. The Financial Strategy (pages 67-71, 2018-28 10-Year Plan) is designed to: 

a) Fund everyday expenses from everyday revenues, 

b) keep rates affordable, 

c) maintain service levels and assets, 

d) fund borrowing from debt. 

11. The key outcomes are: 

e) Balancing the books after 3 years (2022/23). 

f) Maintaining a Debt to Revenue Ratio of less than 230%. 

g) Setting rates increases for existing ratepayers at 9.7% (2018/19) and 3.8% per annum 
thereafter for existing ratepayers. 

12. The adopted 10-Year Plan Financial Strategy provides for $3M unused debt capacity for the 
next 3 years.  Changes to the actual and forecast operating and capital budgets affects this 
capacity.  If there are negative variances from either the operating and/or capital budgets the 
Council will need to consider increasing revenue and/or reducing expenditure in other 
budgets. 

13. Significant Forecasting assumptions 

14. Any changes in significant forecasting assumptions (pages 72-81, 2018-28 10-Year Plan) will 
result in changes to the Financial Strategy outcomes. 

15. The following forecasting assumptions directly impact the Financial Strategy.  An adverse 
change would have a material impact. 

a) Growth 

i. Revenue budgets for rates, development contributions, building and resource 
consents are linked to growth assumptions based on the NIDEA Low projections. 
Sensitivity analysis (page 81, 2018-28 10-Year Plan) shows the impact of a 15% 
increase and reduction on the Financial Strategy.  

b) Interest on borrowing  

ii. Interest rates on debt is forecast at 4.85% reducing to 4.6%.  A 1% movement 
could impact interest costs by $5.6M p.a. 
 

c) Inflation 

iii. Inflation was forecast by BERL under contract to SOLGM, with a modification for 
the Waikato.  Waikato is experiencing higher inflation on capital projects than is 
being experienced across the rest of New Zealand.  These BERL local government 
forecasts are updated annually every October. 
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16. These assumptions will be considered and if necessary adjusted in each Annual Plan.   

Financial Strategy Significant Forecast Adjustments 

17. This report forecasts the debt to revenue measure and balancing the books measure compared 
with the 10-Year Plan budget. 

18. The forecast takes account of changes: 

a. to capital budgets approved by the Capital Investment Board, under delegation. 

b. to operating expenditure approved by staff under delegation. 

c. by Council decision. 

d. recommended to Council (but not yet approved) by other Council Committees. 

19. All significant changes made since the 10-Year Plan and up to 16 October 2018 are listed in 
Attachment 1. 

20. Significant forecasting adjustments since the 16 October 2018 Finance Committee meeting are: 

Description Authoriser 

a. Library revenue adjustment 2018/19. 
b. Footpath new revenue 2018 – 2028. 
c. Thomas - Gordonton Road Project additional revenue - 

enhanced subsidy. 
d. Capital rephasing and deferrals from 2018/19 to future years.  
e. Increase capacity WW West Network (Western Interceptor 

Duplication) – capital reduction 
f. Te Awa Cycleway Remediation (new project).  
g. Seddon Park lights renewal (rescope). 

 

(Chief Executive) 
(GM Development) 
(GM Development) 
 
(Council) 
 
(GM Development) 
 
(Council) 
(Council) 

21. Library revenue adjustment 2018/19 

Discussion 

The Council considered library revenue options and as a result, invoicing for the Waikato contribution has 
stopped. Revenue to date has been allowed for, however, it is prudent to adjust the revenue for the balance of 
2018/19. A shortfall of $155,000 is forecast. 

This adjustment impacts the 2018/19 balancing the books result by increasing the deficit by $163,000. 

No adjustment has been made to budgets from 2019/20 onwards as discussions are still ongoing as to the 
future of this sharing arrangement. 

Financial Strategy Impact 

 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 
Balancing 
the Books 
$(000) 

(163)  (8)  (8)  (9)  (9)  (10)  (10)  (10)  (11)  (12)  

Debt to 
revenue 
% 

(0.15)  (0.06)  (0.06)  (0.06)  (0.06)  (0.06)  (0.06)  (0.06)  (0.06)  (0.06)  

Net Debt 
$(000) 
 

     (163)       (171)       (179)       (188)       (197)       (207)       (217)       (228)       (239)     (250)  

Numbers in brackets represent an adverse outcome. 
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22. Footpath new revenue 2018 – 2028. 

Discussion 

The December 2018 Capital Portfolio Monitoring Report advised that NZTA have confirmed subsidy for the next 
three years.  The 10-Year Plan budget had not budgeted for subsidy on footpath operating and capital 
expenditure based on previous funding practices. Consistent with the 10 Year Plan assumption on NZTA subsidy 
we have forecast this across the 10 years. 

Note that with all NZTA there is risk that subsidy is not available or not available at the rates that have been 
budgeted.  

This new revenue amounts to $2.7M each year for the next three years and has a significant impact on the 
Financial Strategy metrics.  By 2021 debt is reduced by nearly $9.4M and there is a significant uplift in the debt 
to revenue ratio due to the 2.3 multiplier effect and in 2021 amounts to an additional $16M in debt capacity. 

Financial Strategy Impact 

 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 
Balancing 
the Books 
$(000) 

 
542  

 
 655  

 
 829  

 
 1,040  

 
 1,238  

 
 1,452  

  
1,599  

  
1,813  

  
2,042  

  
2,252  

Debt to 
revenue 
% 

 
2.63 

 
3.64 

 
5.35 

 
6.02 

 
6.97 

 
8.25 

 
8.86 

 
9.36 

 
10.08 

 
11.02 

Net Debt 
$(000) 
 

 
2,858  

  
5,955  

  
9,362  

  
12,927  

  
16,786  

  
20,961  

  
24,906  

  
29,159  

  
33,744  

 
38,646  

Numbers in brackets represent an adverse outcome. 

23. Thomas - Gordonton Road Project additional revenue - enhanced subsidy. 

Discussion 

The December 2018 Capital Portfolio Monitoring Report advised that NZTA have confirmed an enhanced 
subsidy rate of 75.5% on the roundabout portion of this project, providing additional revenue of $783,000. 

This additional revenue reduces borrowing in 2018/19 by $822,000 (additional subsidy plus interest saving). 

Financial Strategy Impact 

 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 
Balancing 
the Books 
$(000) 

 
40 

 
41 

 
43 

 
45 

 
47 

 
49 

 
50 

 
53 

 
55 

 
58 

Debt to 
revenue 
% 

 
0.76 

 
0.28 

 
0.30 

 
0.29 

 
0.30 

 
0.31 

 
0.32 

 
0.31 

 
0.31 

 
0.31 

Net Debt 
$(000) 
 

 
822 

 
863 

 
906 

 
950 

 
997 

 
1,046 

 
1,097 

 
1,150 

 
1,205 

 
1,263 

Numbers in brackets represent an adverse outcome. 

24. Capital rephasing and deferrals from 2018/19 to future years. 

Discussion 

The December 2018 Capital Portfolio Monitoring Report advised a list of projects and requested these be 
transferred into the 2019/20 year. The 10-Year financial implications of the preferred option are shown below. 

The change in timing of spending reduces debt and interest costs in 2018/19, this benefit then removed in 
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2019/20 when the projects are completed.  There is a small permanent interest saving. 

Financial Strategy Impact 

 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 
Balancing 
the Books 
$(000) 

        
1,147  

              
11  

              
12  

              
12  

              
13  

              
13  

              
14  

              
14  

              
15  

              
16  

Debt to 
revenue 
% 

6.44 2.43 0.08 0.08 0.08 0.08 0.09 0.08 0.08 0.09 

Net Debt 
$(000) 
 

  23,647  235          247          259  272  285  299  314  329  345  

Numbers in brackets represent an adverse outcome. 

25. Increase capacity WW West Network (Western Interceptor Duplication) – Capital reduction
  

Discussion 

The December 2018 Capital Portfolio Monitoring Report advised the increased capacity outcomes from projects 
to increase capacity in the Wastewater West Network and that these can be achieved for $6.9M (uninflated) 
less than budgeted.  This reduction is spread over two years (2018/19 and 2019/20). 

The permanent removal of this debt has a significant impact on the Financial Strategy reducing debt in 2021 by 
nearly $8M and increasing the debt to revenue ratio by 2.6%. 

Financial Strategy Impact 

 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 
Balancing 
the Books 
$(000) 

 41   357   375   465   485   505   516   538   560   584  

Debt to 
revenue 
% 

0.30 2.47 2.67 2.59 2.60 2.73 2.78 2.72 2.71 2.76 

Net Debt 
$(000) 
 

 841   7,598   7,973   8,366   8,778   9,211   9,655   10,121   10,609   11,121  

Numbers in brackets represent an adverse outcome. 
 

26. Te Awa Cycleway Remediation (new project). 

Discussion 

The December 2018 Capital Monitoring Report outlines a proposal to repair the slip blocking the Te Awa 
Cycleway.  The 10-Year financial implications of the preferred option are shown below. 

Adding this project has a small effect on the balancing of the books and reduces debt capacity in year three by 
nearly $1M. 

Financial Strategy Impact 

 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 
Balancing 
the Books 
$(000) 

(19)  (43)  (80)  (83)  (85)  (87)  (89)  (91)  (94)  (97)  

Debt to 
revenue 
% 

(0.14) 0.25 (0.32) (0.31) (0.31) (0.33) (0.34) (0.33) (0.33) (0.33) 



 

Finance Committee Agenda 4 December 2018- OPEN Page 23 of 188 

It
e
m

 6
 

Net Debt 
$(000) 
 

(399)  (920)  (965)  (1,013)  (1,063)  (1,116)  (1,169)  (1,226)  (1,285)  (1,347)  

Numbers in brackets represent an adverse outcome. 

27. Seddon Park lights renewal (rescope). 

Discussion 

The December 2018 Capital Portfolio Monitoring Report outlines a proposal to increase the scope of the Seddon 
Park lights renewal.  The 10-Year financial implications of the preferred option are shown below. 

Adding this project has a large effect on debt capacity reducing available capacity by $3.1M in 2021.  

Financial Strategy Impact 

 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 
Balancing 
the Books 
$(000) 

(21)  (280)  (286)  (305)  (313)  (321)  (326)  (174)  (337)  (268)  

Debt to 
revenue 
% 

(0.46) (0.97) (1.05) (1.02) (1.03) (1.08) (1.10) (1.04) (1.04) (1.04) 

Net Debt 
$(000) 
 

(1,262)  (2,993)  (3,137)  (3,299)  (3,470)  (3,649)  (3,834)  (3,866)  (4,062)  (4,188)  

Numbers in brackets represent an adverse outcome. 
 

Financial Strategy Graphs 

28. The following graphs show the 10-Year Plan budgets (in blue) and the total of all forecast 
changes up to 4 December 2018 (in green). 

29. Forecast changes include matters contained in this agenda and subject to decision by the: 

a) Finance Committee; or  
b) Council. 

30. The potential impact of the Financial Strategy risks is not adjusted for in these graphs. 

31. Debt to Revenue  
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32. The Debt to Revenue graph shows that the forecast debt to revenue is improved significantly.  
This is impacted as a result of new revenue from the NZTA subsidy and the reduction in debt 
on the Wastewater West Network.  At 2021 debt capacity has increased to nearly $28M.   

33. Net Debt  

 

34. The Net Debt graph shows a decrease in net debt, with debt in 2028 being $55M lower than 
previously forecast.  Interest savings account for $2.5M of this reduction. 

35. Balancing the Books  

 

36. The Balancing the Books graph shows a forecast deficit decrease in 2019 of $2.4M.  Increased 
rates growth previously forecast has the most significant impact over 10 years.  Note the new 
footpath revenue is largely capital and excluded from the balancing the books calculation. 
 

Options to Reinstate Budgeted Outcomes 

37. The forecast adjustments above lead to improved Financial Strategy metrics.  However 
emerging issues reported in the December 2018 Annual and Capital Portfolio Monitoring 
Reports indicate unfavourable movements could put these improvements at risk. 
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38. A debt to revenue margin of $28M on debt capacity in three years provides a small amount of 
resilience.  This a big improvement from the 10-Year plan budget but should be considered in 
the context of the extent of change that has occurred already since the plan was adopted and 
the amount of spending budgeted to occur before the end of 2021.  

Risks to the Financial Strategy 
 

39. The December 2018 Annual Monitoring Report lists emerging issues that could impact the 
balancing the books result and consequentially debt across the 10-Year Plan. 

40. The December 2018 Capital Portfolio Monitoring Report lists emerging issues that could impact 
the capital portfolio and consequently debt and the balancing the books result across the 10-
Year Plan.   

41. Some of these issues are large and require an intervention so that the Financial Strategy limits 
continue to be achieved.   
 

Other Matters 

Legal and Policy Considerations 

42. Staff confirm that the staff recommendations in this report comply with the Council’s legal and 
policy requirements. 

Cultural Considerations 

43. No cultural considerations have been identified relevant to the matters in this report. 

Sustainability Considerations 

44. This report addresses matter of financial sustainability.  No other considerations have been 
identified relevant to the matters in this report. 

Risks 

45.  This report is based on decisions that have been made in the context of assumptions that may 
change. 

Significance & Engagement Policy 
 
Significance 

46.
 
Staff have considered the key considerations under the Significance and Engagement Policy 
and have assessed that the matter(s) in this report has/have a low level of significance. 

Engagement 

47. Community views and preferences are already known to Council through the development of 
the 2018-28 10-Year Plan.  
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Attachments 

Attachment 1 - Register of Significant Forecasting Changes - 4 December . 
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Committee: Finance Committee Date: 04 December 2018 

Author: Tracey Musty Authoriser: David Bryant  

Position: Financial Controller  Position: General Manager Corporate  

Report Name: Annual Monitoring Report to October 2018 

 

Report Status Open  

 

Purpose 

1. To inform the Finance Committee on the Council’s financial performance against the 2018/19 Annual 
Plan for the four months ended October 2018. 

 

Staff Recommendation 

That the Finance Committee receives the report. 

 

Executive Summary 

2. This report is to be read in conjunction with the: 

a) December 2018 Capital Portfolio Monitoring report; and 

b) December 2018 Financial Strategy Monitoring report 

3. The financial results after four months show a positive variance on the accounting result and the 
balancing the books result. 

4. Staff consider the matters in this report have low significance and that the recommendations comply 
with the Council’s legal requirements.  

5. This report includes the forecasting adjustments for the items identified in the December 2018 
Financial Strategy Monitoring Report.  

Discussion 

Operating results 

The accounting result 

6. The Statement of Comprehensive Revenue and Expense discloses the accounting result in 
accordance with accounting standards. 
 

7. The accounting result for the four months ended 31 October 2018 is a surplus of $25.5M. This is 
$11.2M favourable against a year-to-date budgeted surplus of $14.3M.  
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Accounting Result  
For the four months ended 31 October 2018 

YTD Actual YTD Budget YTD Variance 

$25.5M $14.3M $11.2M 

8. The annual forecast has been adjusted to reflect the forecasting adjustments that are explained in 
paragraph 33 below. 

Annual Accounting Result  

Annual Forecast Annual Budget Forecasting Variance 

$76.6M $76.3M $0.3M 

Balancing the books result 

9. The balancing the books result for the four months ended 31 October 2018 is $3.8M. This is $7.9M 
favourable against a year-to date budget of ($4.2M). 

Balancing the Books 
For the four months ended 31 October 2018 

YTD Actual YTD Budget YTD Variance 

$3.8M $(4.2M) $7.9M 

 

Annual Balancing the Books Result 

Annual Forecast Annual Budget Forecasting Variance 

$(9.1M) $(9.4M) $0.3M 

10. The Local Government balancing the books result for the four months ended 31 October 2018 is 
$5.2M. This is $6.8M favourable against a year-to date budget of ($1.6M). 

Understanding the variances 

11. The Statement of Comprehensive Revenue and Expense, Statement of Financial Position, and 
accompanying notes are contained in Attachment 1. 

12. Individual Everyday Revenue and Expense statements for each of the Council’s 12 activities, 
overheads and general are contained in Attachment 2. 

13. A reconciliation of the accounting result to the balancing the books result is provided after the 
Statement of Comprehensive Revenue and Expense. 

14. Year-to-date variances between actual and budget that are greater than $0.1M are explained in each 
of the activity statements. 

Operating revenue 

15. Operating revenue YTD exceeds budget by $2.3M.  

16. Rates are $0.4M favourable YTD, which is due to greater than expected growth.  
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17. Fees and user charges are $2.4M favourable YTD, the majority of which arise in the following 
activities: 

a) Venues, Tourism and Major Events – $0.4M favourable. 

b) Parks and Recreations – $0.1M favourable. 

c) Planning and Development – $1.0M favourable. 

d) Transport – $0.5M favourable. 

Refer to the activity statements for variance explanations. 

18. Interest revenue is $0.6M favourable YTD due to higher than budgeted term deposits. With $65M 
debt expiring in March 2019 we have pre-funded the repayment of this debt and put the funds on 
term deposit until then. These funds are earning more interest than the interest we pay on this debt.  

19. Other revenue is $1.1M unfavourable YTD due to the HIF fair value benefit being budgeted in 
October 2018 but will incur in November 2018. 

Expenses 

20. Expenses are $2.6M favourable YTD against budget. 

21. Personnel costs are $1.6M favourable YTD, the majority of which arise in the following activities: 

a) Venues, Tourism and Major Events – $0.2M favourable. 

b) Visitors and Attractions – $0.1M favourable. 

c) Parks and Recreation – $0.1M favourable. 

d) Planning and Development – $0.3M favourable. 

e) Wastewater – $0.2M favourable. 

f) Transport – $0.4M favourable. 

g) General vacancies across Council make up the remainder of the variance. 

h) The vacancy factor savings target has not yet been allocated to this expense classification (see 
paragraph 25). 

22. Depreciation and amortisation is $0.2M unfavourable. Water, wastewater and stormwater are $1M 
unfavourable due to the impact of the three-waters asset revaluation, which resulted in higher than 
budgeted asset values. This is offset by favourable depreciation for Founders Theatre and Municipal 
Pool being impaired to a zero net book value in 2017/18 after the  
2018-28 10-Year Plan depreciation budget had been set. 

23. Operating and maintenance costs are $1M favourable YTD, the majority of which arise in the 
following activities: 

a) Venues, Tourism and Major Events – $0.2M favourable. 

b) Arts and Community – $0.1M favourable. 

c) Parks and Recreation – $0.4M favourable. 

d) General – $0.3M favourable. 

24. Professional costs are $0.5M favourable due to these costs occurring later than budget.  

25. Other costs are $0.8M unfavourable. This classification includes the $4M savings budget (including 
the vacancy factor). These savings will be reported to the committee in the Chief Executive Savings 
Report in February 2019. At this time, savings will be attributed to this budget. 
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Vested assets revenue 

26. The timing and recognition of vested assets relies on being aware of when the s224c (clearance of 
title) is issued. Like DC revenue, vested assets revenue is not consistent month to month.  Elevated 
levels of development activity equals more vested assets but timing is not easy to predict. $12.7M of 
vested assets were received for the first 4 months of the financial year. 

27. Vested assets revenue has been budgeted at $30M for 2018/19.  This budget is broken down by class 
of asset on page 99 of the 10-Year Plan. 

Vested Assets 
For the four months ended 31 October 2018 

YTD Actual YTD Budget YTD Variance 

$12.7M $10.0M $2.7M 

 

Asset class YTD Actual 

$000 

Annual 
Budget 

$000 

Life Range 
(Years) 

Estimated 
Annual 

Depreciation 

$000 

Wastewater 1,364 3,000 15-100 17 

Stormwater 2,047 5,100 30-100 26 

Water Supply 695 1,800 50-80 9 

Roading 3,707 8,000 12-140 74 

Parks and Recreation# 230 - 50 4 

Land  12,100  - 

   Land – Under Roads 3,690 -  - 

   Land – Local Purpose Reserves* 44 -  - 

   Land – Recreation Reserves 859 -  - 

   Land – Restricted+ 18 -  - 

Total 12,654 30,000  130 

# Playground 

* Local Purpose Reserves is a legal description defined by the Reserves Act 1977. This type of land is invariably land that is used for 
drainage purposes. 

+ Restricted Land is land that provides a benefit or serves to the community and cannot be disposed of due to legal or other restrictions. 

28. The addition of vested assets increases the operating and maintenance costs for Council, as well as 
depreciation. An estimate of operating and maintenance costs and depreciation expense has been 
made in the 10-Year Plan to support the annual vested assets budget. 

Forecasting  

29. Forecast financial budgets will provide a revised year-end result. The consequence on future years is 
addressed in the December 2018 Financial Strategy Monitoring Report. 

30. Systems and processes are being developed and implemented to record forecasting changes. 
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Forecasting adjustments 2018/19 

31. The annual budget will be forecast monthly to reflect: 

a) Changes to capital budgets approved by the Capital Investment Board under delegation. 

b) Changes to operating budgets approved by CE or GM under delegation. 

c) Changes as a result of a Council decision. 

d) Changes recommended to the Finance Committee. 

32. The following forecasting changes have been made as at 31 October 2018: 

Changes to 2018/19 operating budgets approved by General Manager: 

a) Library revenue has reduced $155,000 in 2018/19 as a result of the Waikato district Council 
contribution stopping.  

b) Transport operating subsidy has increased $0.4M as a result of receiving new subsidy on 
footpath renewals.  

c) Transport capital subsidy (excluding renewals) has decreased $2M as a result of three 
forecasting adjustments (more information on this item in the December 2018 Capital 
Portfolio Monitoring Report) 

Changes to 2018/19 operating budgets recommended to Finance Committee: 

a) Capital rephasing and deferrals from 2018/19 to future years - $1.2M Interest reduction. 

b) Te Awa cycleway remediation - repair the slip blocking the Te Awa cycleway - $19K interest 
increase. 

c) Seddon Park Lights renewal - change of scope for budgeted renewal 

Previously reported: 

a) Better than budgeted City rates revenue (General Manager approval). 

b) Deferred capex from 2017/18 to 2018/19 (Council decision). 

 

Emerging Issues 

33. The following emerging issues have been identified, which could have a financial impact on operating 
budgets in the current year and/or which could require forecasting adjustments to a future year. 

34. The timing and value of these issues cannot be confirmed at this time: 

a) Planning and Development fees and user charges revenue is $1M favourable YTD. The 
            Growth team are reviewing this to consider whether a forecasting adjustment would be 
            appropriate. This will be advised in the February 2019 Annual Monitoring report. 
 
b) The Council’s depreciation budget is currently being reviewed to determine the impact  
            of: 

(i) Capital deferrals from 2017/18 to 2018/19. 

(ii) Timing of the total capital programme. 

c) Growth infrastructure funding shortfall (see separate agenda item). This item does not 

            impact 2018/19 but could impact future years’ operating income. 
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         Emerging issues from previous report still under review: 

a) Waikato District Council payment for library access. The 2018/19 forecast budget has  
            been reduced $155K as a result of this contribution stopping. No adjustment has yet     
            been made for the years 2019/20 onwards, pending the conclusion of discussions with  
            Waikato District. 

Debt and Treasury Management 

Treasury Management 

35. Council is fully compliant with all treasury policy measures as at 31 October 2018. 

36. Refer to the Treasury Report in Attachment 3 for further detail. 

Debt and Cash Investments 

External debt, cash investments, and net debt as at 31 October 2018 is shown in the table below. 

Debt and Cash Investments 
As at 31 October 2018 

 YTD Actual Annual Budget Variance 

External Debt $449M $510M $61M 

Cash Investments ($107M) ($55M) $52M 

Net Debt $342M $455M $113M 

37. Net debt as at 31 October 2018 is $113M lower than the annual budget due to the timing of the 
capital programme. 

Interest Rate Risk Management 

38. The movement on interest rate swaps relates to valuations completed at a point in time. These are 
based on Council’s total external debt and the difference between current market interest rates and 
the fixed rates that Council has locked in. They are unrealised because on maturity of each interest 
rate swap contract no interest gain or loss eventuates. 

39. As at 31 October 2018 our net unrealised loss on revaluation of interest rate swaps was $1.9M and 
our liability balance was $34.5M. 

Significance & Engagement Policy 

Significance 

40. Having considered the Significance and Engagement Policy, staff have assessed that the matters in 
this report have a low significance.  

 

Attachments 

Attachment 1 - Attachment 1 - Financial Statements October 2018 

Attachment 2 - Attachment 2 - Everyday Revenue + Expense by Activity October 2018 

Attachment 3 - Attachment 3 - Treasury Report 31 October 2018 . 
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Committee: Finance Committee Date: 04 December 2018 

Author: Natalie Young Authoriser: Chris Allen  

Position: PMO Manager  Position: General Manager 

Development  

Report Name: Capital Portfolio Monitoring Report 

 

Report Status Open  

 

Purpose 

1. To inform the Finance Committee on the progress of the capital portfolio delivery against the 
2018-28 10-Year Plan for the four-months ending 31 October 2018. 

 

Staff Recommendation 

2. That the Finance Committee: 

a) receives the report; and 

b) notes that decisions will be made on the following 2 projects as part of the Financial 
Strategy Report to this Committee meeting: 

i. Te Awa Cycleway Remediation 

ii. Seddon Park Sports Lighting. 

 

Executive Summary 

3. This report is to be read in conjunction with the: 

a) December 2018 Annual Monitoring Report; and 
b) December 2018 Financial Strategy Report 

4. Work continues to deliver the largest ever capital portfolio for Hamilton City Council with a 3-
year portfolio totalling $772M. 

5. Out of 13 major project starts planned for this financial year, 9 starts have already been 
achieved and 3 are either under negotiation or the works are out to tender allowing an 
imminent start. 

6. The new approach to capital delivery and reporting is providing more reliable expenditure and 
revenue forecast information, resulting in early identification of a number of deferrals for 
Council’s consideration.  



 

Finance Committee Agenda 4 December 2018- OPEN Page 58 of 188 

Ite
m

 8
 

7. The Western Wastewater project awarded last month was significantly under budget due to 
innovative scoping and procurement, and the budget savings of $7.2M are declared as a 
reduction to debt. 

8. The new organisational approach to capital delivery is allowing more support across the 
organisation for successful delivery, while also providing more opportunity for disciplined 
scope and value engineering conversations. 

Highlights from Programme Reports 

9. Rototuna Programme 

• Rototuna Community Facilities options and feasibility study are underway to 
determine the location of the library, community facilities, town square, parking as 
well as the nature of any aquatic facilities and potential funding mechanisms. 

• The Rototuna Sports Park and Park Lane works will commence mid November 2018. 

10. Rotokauri Programme 

• Planning for the Zoo and Waiwhakareke development project is underway and concept 
design is commencing. 

• Discussions are in progress with major developers about the future development of 
Rotokauri. 

11. Ruakura Programme 

• This programme is well advanced and on-track. 

• The programme is well aligned with development timing and meeting the key benefits 
of enabling growth. 

12. Renewals & Compliance Programme 

• Recently completed significant asset renewals and compliance works have included; 

- Waterworld major refurbishment 

- Excite and Artspost Gallery flooring 

- Claudelands barn roof renewal 

- Water treatment plant seismic strengthening 

- Fairfield park sports field renewal 

- Galloway park sports field renewal 

13. Citywide Waters 

• Physical works have commenced on the Wastewater Treatment Plant Upgrade. 

• A capital reduction of $7.2M over 2 years has been identified on the Western 
Wastewater Interceptor Duplication project. 

14. Citywide Community 

• The Hamilton Gardens revenue has been confirmed for 2018/19 and the majority of 
the 2019/20. The funding strategy for future years is being reviewed with the Hamilton 
Gardens Trust. 

• The Ferrybank Jetty is on track from completion by 30 June 2019. 
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15. Transport Improvement Programme 

• NZTA are engaging positively in this programme. There is significant strategic planning 
and business case development required this financial year to be able to deliver the 
capital programme for the next 3 years. 

16. Staff consider the matters in this report have low significance and that the recommendations 
comply with the Council’s legal requirements.  

Capital Portfolio Report 

17. See Attachment 1 for the portfolio summary and programme reports. 

18. See Attachment 2 for the capital expenditure by activity report. 

19. A key performance goal this financial year was to commence 13 physical work starts through 
tendering and award of significant contracts. Year to date we have achieved 9 of the 13 project 
starts as follows. 

Contract Awarded to Value and Term 

Rototuna Sports Park & Park  TIC Contracting $6M over 2 years 

North City Road Upgrade  
 

Schick Construction (through 
Development Agreement) 

$2M- this year 

Thomas/Gordonton Intersection  Infrastructure Alliance $2.5M – this year 

Wairere Drive Extension  Fulton Hogan Ltd $36M over 2 years 

Pukete 3 WWTP Upgrade   
 

Downer NZ $28M over 2 years 

Wastewater & Stormwater 
Renewals   

 

HEB Construction $20M over 3 years 

Wastewater Western Interceptor  Connell Contractors $14M over 2 years 

Watermain Renewals  Waipa Civil $15M over 3 years 

Ruakura Far Eastern Wastewater 
Interceptor   

 

West Construction (through 
Development Agreement) 

$2.5M over 2 years 

20. The status of the remaining 4 projects follows. 

Contract Status Estimate and Term 

Ruakura Reservoir  currently out to tender $14M over 2 years 

Transport Network Minor 
Improvements 

currently out to tender $10M over 3 years 

Borman Road Western Extension Under negotiation $1.5M 

Hillsborough Wastewater Pump 
Station Upgrade  

Due to Tender 4th quarter $5M 

Capital Expenditure to end of October 2018 

21. For the purposes of this Capital Portfolio Monitoring report there are 3 main types of capital 
budget movements that will impact on the forecasted total spend for this financial year. They 
are; 

- Rephasing Deferrals - this is where the project has started or there is confidence that the 
project will start and will finish on time but the expenditure across the years of the project 
is forecast to be different than budgeted. In general this refers to projects where we have 
now received construction programmes from the contractors and with them the forecasts 
of expenditure have been rephased. 
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- Delay Deferrals – this is where a movement of capital expenditure is required due to 
delays and will result in a shift of the project end date. 

- Reduction – this is for the recording of efficiencies and capital savings that can be 
attributed to the capital savings target. 

22. The current capital portfolio expenditure position at the end of October 2018 shows that we 
are $7.2M behind budget (refer Attachment 1). The reasons for this are; 

- Phasing of the Peacocke Programme budget had spending occurring early in the year. 
Contracts are now awarded and the active procurement of property is underway. Overall 
the programme is expected to be on time and budget for the financial year. 

- Rephasing deferrals and Delay deferrals have been forecasted to more accurately reflect 
the expected spending for this financial year. 

- Apart from the signalled changes to the forecasts, the programmes are expected to be on 
track for delivery this financial year. 

23. The forecasted capital expenditure for 30/06/19 is made up as follows; 

2018-19 Capital Expenditure Budget (including deferrals from 2017-18) $ 254.8M 

Forecasted rephasing deferrals  ($ 18.0M) 

Forecasted delay deferrals ($   8.1M) 

Capital expenditure reduction forecasted in 2018/19 ($   0.8M) 

Total forecasted capital expenditure 2018-19 $ 227.8M 

24. Rephasing Deferrals- (from 2018/19 to 2019/20) 

Programme Project Amount Explanation 

Ruakura Ruakura Reservoir and 
Bulkmains 

$2.0M Alignment with contractors construction 
schedule. 

City Wide - 
Waters 

Pukete Wastewater 
Treatment Plant 

$7.0M Alignment with contractors construction 
schedule. 

City Wide - 
Waters 

Hillsborough Pump Station 
Upgrade 

$3.3M Delays in design due to unexpected 
complexities. Construction to be 
undertaken next financial year instead of 
phased over 2 years.  

Transport 
Improvement 

Ring Road $5.7M Alignment with contractors construction 
schedule. 

TOTAL Forecasted Rephasing Deferrals $18.0M  

25. Delay Deferrals- (from 2018/19 to 2019/20) 

Programme Project Amount Explanation 

Rototuna Borman/Horsham Urban 
Upgrade 

$0.6M This project requires a business case to 
be developed in conjunction with NZTA. 
Deferral is required due to construction 
not being undertaken this financial 
year. 

Rototuna Rototuna Neighbourhood 
Park 

$1.1M This deferral is related to the land 
requirements and the inability to 
secure land at this stage due to third 
party dependency. 

Rotokauri Rotokauri Central Swale $1.3M This deferral is for land purchase. We 
have been unable to secure the land 
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required for the Rotokauri Central 
Swale Designation to date. 

Ruakura Chedworth Trunk 
Watermain Upsizing 

$0.5M This deferral is due to the delays in the 
developers programme. This is a third-
party dependency. 

Transport 
Improvement 

Biking Plan School Link $1.8M This project requires a business case to 
be developed with NZTA. The business 
case is expected to be completed this 
financial year with construction to 
commence in 2019/20. 

Transport 
Improvement 

Tasman Road Upgrade & 
Rotokauri Rail Platform 

$1.7M This deferral is in relation to the 
construction period for these projects 
which is expected to commence in 
2019/20. The outcome of the rail 
business case will be known in 
December 2018. 

Transport 
Improvement 

Gordonton Road Corridor $1.2M This deferral is signalled for the 
Gordonton Corridor as we face 
difficulties in securing the required land 
from third parties. 

TOTAL Forecasted Deferrals $8.1M  

26. Reductions 

Programme Project 2018/19 2019/20 Explanation 

City Wide - 
Waters 

Western 
Wastewater 
Interceptor 
Duplication 

$0.8M $6.4M A total reduction in capital 
expenditure of $7.2M is expected 
over the next 2 years for the 
Western Wastewater Interceptor 
Duplication. This reduction in 
capital expenditure has been 
achieved through the development 
of a strategic business case to 
prioritise and align projects to get 
the best outcomes. There was also 
significant consideration given to 
the appropriate procurement 
model to ensure that innovation 
and value for money is achieved.   

Revenue to end of October 2018 

27. At the end of October 2018 the capital revenue result was $2.4M favourable. This is a result of 
the following main factors: 

- An increase in waters connections revenue – this is directly offset against expenditure. 

- An increase in the revenue received from NZTA in relation to the transport programme due 
to work being completed ahead of schedule. 

- An increase in footpath renewals revenue. 

28. The forecasted revenue to 30/06/19 is made up as follows; 

2018-19 revenue budget   $44.8M 

Deferrals/phasing revenue forecast     ($3.1M) 

Additional revenue forecasted in 2018/19  $4.2M 

Total forecasted revenue 2018-19    
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$45.9M 

29. The deferred/rephased revenue is attributed to the following projects; 

Programme Project Amount Explanation 

Transport 
Improvement 

Biking Plan School Link $0.9M This is related to the Biking Plan School Link 
deferral. 

Transport 
Improvement 

Gordonton Corridor $0.6M This is related to the Gordonton Corridor 
deferral. 

Transport 
Improvement 

Tasman Road Upgrade & 
Rotokauri Rail Platform 

$0.3M This is related to the Tasman Road Upgrade 
& Rotokauri Rail Platform deferral. 

Transport 
Improvement 

Ring Road $1.3M This is related to the Ring Road rephasing. 

TOTAL Forecasted Revenue 
Deferrals/Rephasing 

$3.1M  

30. The additional revenue identified is related to the following projects; 

Programme Project Amount Explanation 

Renewals & 
Compliance 

Footpath Renewals $2.3M Additional $25M from NZTA to be received 
over the next 10 years for footpath 
renewals. 

Ruakura Trunk Water Network $0.2M Early completion of the trunk water 
network which is subject to development 
cost share in accordance with the Ruakura 
Private Development Agreement. This 
revenue was not budgeted. 

City Wide - 
Waters 

Customer Service 
Connections 

$0.9M Revenue related to customer service 
connections. This is demand driven and 
directly offset by expenditure 

Transport 
Improvement 

Thomas Gordonton 
Intersection 

$0.8M An additional $0.8M has been successfully 
secured from NZTA TEFAR funding for the 
Thomas Gordonton Intersection. 

TOTAL Additional Revenue $4.2M  

Renewals and Compliance Programme 

31. The purpose of the programme is to ensure that we are looking after our existing assets and 
investing in necessary compliance works to keep operating our assets. 

32. To give clearer assurance that the current assets are being renewed adequately, the 
programme is now being reported in categories of ‘Renewal’ and ‘Compliance’ (refer 
Attachment 1). 

33. As is normally the case with implementing programmes of renewal investments, there are 
regular changes that need to be made in priority of spend. Changes that are impacting the 
prioritisation of the programme are due to; 

- Delivery challenges with some projects due to timing availability of professional services 
(investigation and design) and physical works contractors. 

- High priority issues that have arisen that weren’t anticipated in the development of the 10-
Year Plan renewal budget (such as Seddon Park Lights). 

- Delivery of the planned renewal for a different cost (either more or less) than the funding 
provision made in the 10-Year Plan. 

34. New management disciplines through steering groups of senior staff is providing oversight and 
constructive challenging of the various renewals and compliance programmes. This is a key 
function of the Asset Management Centre of Excellence and any changes to renewal 
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programmes are being managed through steering group processes. Where changes are 
significant, these are being escalated and appropriate approval gained. In some instances, this 
will include elected member decisions. 

35. Work is underway for the validating, detailed planning and scoping for next year’s programme.  

Work in Progress (WIP) 

36. The WIP balance has been increasing due to: 

- High rate of capital spend with increased 2018/19 capital budgets  

- 3 waters assets not being capitalized during the period as a revaluation has been 
undertaken and has just been finalized. This will now allow capitalisation of 3 waters 
assets to restart. Council has a management practice and a system limitation that 
while a revaluation is being processed and confirmed that no additions or disposals are 
made to the asset database for the category of asset that is being revalued.  

37. The proportion of WIP that has a status of either being ‘in use and being processed’ or 
‘outstanding’ has been decreasing over recent months. At the end of October 2018, 21% of the 
$125M on the Work in Progress balance was either ‘in use and being processed’ or 
‘outstanding’. This proportion of the balance has been decreasing since July 2018 when 31% of 
WIP had this status. 

38. Capitalisation of new assets is occurring at a faster rate than was the case with capitalisation in 
2017/18 financial year. While there is an annual pattern to capitalisation activity (starting slow 
and finishing the financial year with significant capitalisations), staff are focusing on trying to 
capitalise at a steadier rate throughout the entire year. A more consistent pattern for 
capitalisation throughout the year will assist with processing the large number of assets from 
the increased capital expenditure and growth activity (vested assets).     

39. Even though there has been an improvement in the proportion of the WIP balance with a 
‘current’ status, further management focus is being placed on capitalisation of WIP. There has 
been a recent Internal Audit report by PWC to the Audit and Risk Committee on this area. The 
report has included several observations and recommendations. Management are 
implementing recommended initiatives to improve organisational performance with 
capitalisation of new assets. These initiatives include improvements to information systems, 
processes and education of staff and contractors. Where necessary additional resource will be 
utilized to further improve performance of capitalisation.   

Risk 

40. Robust risk management is a key part of the management of our projects, programmes and 
portfolio. The project and programme risks are identified and managed by programme steering 
groups and the discussions are not replicated here. 

41. It is more appropriate for this report to consider the Portfolio risks as follows. 

42. Market pricing and capacity 

43. The market pricing of work required for the capital portfolio is identified as a risk due to the 
impact it could have on the affordability of the portfolio and our ability to deliver the full 
portfolio. 

44. We are attempting to mitigate this risk by going to the market as early as possible with our 
contracts and maintaining close relationships with our consultants and contractors to 
understand the market drivers. 

45. To date this hasn’t emerged as a significant risk for the City. Adequate resourcing to develop 
and approve NZ Transport Agency business cases is an emerging issue however. The General 
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Manager Development is involved in productive discussions with the Agency who understand 
this is an issue and are taking steps to resolve it. 

46. Health & safety on physical works 

47. Health and safety is a major focus and priority for the whole of the capital portfolio in relation 
to workers and public safety. We are constantly reviewing our processes to ensure that the 
right controls and monitoring is in place. 

48. External factors which result in changes to strategic direction  

49. The changes to the strategic direction of our projects and programmes are a result of the 
dynamic environment in which we operate. 

50. Our programmes and projects must be able to respond to these changing needs and so 
ensuring that we are connected to key information about potential changes is important. 

51. This is particularly relevant for the growth dependent projects. 

52. Capital Revenue Risk 

53. The following table shows the budgeted source of capital revenue for 2018/19; 

 

54. As shown above, 98% of capital revenue is sourced from the NZ Transport Agency. 

55. The State Highway Contribution is for the Ring Road project and is budgeted to be received in 
May 2019. 

56. There is significant work underway with the NZ Transport Agency on strategic planning and 
business case development to support the delivery of projects both this year and in future 
years.  

57. At present there is still a significant amount of uncertainty and risk in achieving this revenue as 
approval processes are still underway. 

58. Budgets for the 10 Year Plan were set with the optimistic assumption that all projects in the 
transport improvement programme would attract 51% subsidy, along with some of the other 
larger growth-related transport projects.  Since the 10-Year Plan was finalised policy has 
emerged that provides an enhanced subsidy of 75.5% possible for some projects. A condition 
of receiving this enhanced subsidy is that it needs to be spent on additional transport projects. 
The Development Group will be looking to offset any enhanced subsidy received with projects 
that do not obtain any subsidy as a first priority. 

59. Third party dependencies which impact on the ability to deliver 

60. Third party dependencies, particularly around land acquisition and development timing, largely 
impact on our ability to deliver the capital portfolio. 

61. Communication and stakeholder engagement and management are our most important tools 
for obtaining the right outcomes for the portfolio. 

 

 

 

2018/19 %

NZTA Capital Subsidy $40.1 M 89%

State Highway Contribution - NZTA $3.9 M 9%

Other Revenue $0.9 M 2%

TOTAL $44.8 M

Capital Revenue Budget Source Breakdown
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Emerging Issues 

62. Seismic Assessments 

63. A number of seismic assessments are currently being undertaken on selected Council 
buildings. This is giving effect to Councils Policy on Seismic Performance of Council buildings. 
While there have yet to be any new seismic works confirmed at this stage, this is possible over 
the coming months as assessments are completed. These works are not funded in the 10-Year 
Plan. 

64. Arthur Porter Drive 

65. The Arthur Porter Drive carriageway is failing much sooner than expected, requiring a renewal 
intervention over the next 3 years which is not currently budgeted. The additional footpath 
revenue provides an offset opportunity to manage this unexpected issue particularly given that 
both asset types have the NZTA as an investment partner.  

66. It is proposed that a report for Arthur Porter Drive will go to the Growth and Infrastructure 
Committee in February 2019, once the intervention work has been designed and costed and 
any liability issues are understood, noting that the work is a vested asset. 

67. Hamilton to Auckland Corridor 

68. An opportunity exists to reprioritise some projects (e.g. Rotokauri transport designation or 
Ruakura Road upgrade) to align with the Hamilton to Auckland Corridor Programme. Any 
opportunities will be reported to Growth and Infrastructure in early 2019.  

Insights 

69. The LASS Professional Services Panel (PSP) expires August 2019. Work is underway to retender 
this in conjunction with LASS. Further thinking is going into the establishment of a contract 
panel to improve efficiency and extract value for money. 

Council Decisions Required 

70. From time to time issues will be raised that require a Council decision to vary the 10-Year 
Capital Plan. Any Council decision will generally relate to; 

• A new project request; or 

• A significant issue; or 

• A cost increase that exceeds the Chief Executive delegation 

71. It is intended that this report describes the issues and sets out the options for Council, but that 
the decision is made as part of the Financial Strategy Monitoring report in order for Council to 
understand the impact of any cumulative operational and capital decisions on the financial 
strategy. 

72. This report describes a new project request, supported by a business case, titled Te Awa 
Cycleway Remediation. 

73. This report describes an asset renewal project that is significant but can be managed within the 
renewals and compliance programme without any request for additional funding in the 3 year 
period. The project is the Seddon Park Lights Replacement. 

74. There are no capital project cost increases requiring a Council decision for this reporting 
period. 

75. Te Awa Cycleway Remediation 

76. This is an unplanned and unfunded project and the recommended option will cost $1.75M. 
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77. This project relates to remediating the Claudelands Bridge to London Street section of the Te 
Awa cycleway on the western side of the Waikato River that has been closed since April 2017. 

78. Five different options have been considered in the business case (Attachment 3). 

79. The recommended option (Option 5) allows for the reopening of the Te Awa Cycleway through 
an engineered timber pole retaining wall and soil nailing solution which will also protect the Pa 
site above the wall and the Historic Kiln site below the wall. 

80. Staff have considered all funding options and propose a funding plan that results in a small 
increase cost to the 10-year Plan. 

81. The NZ Transport Agency has created the opportunity for Councils to apply for an increased 
subsidy of 75.5% financial subsidy for selected projects instead of the normal 51% subsidy, 
freeing up local funding share. 

82. A condition of receiving this enhanced subsidy is that the freed up local share is reinvested 
back into a new transport project that will be substantially completed within the 3-year period 
to 2020/21. 

83. Council has been allocated enhanced subsidy for the Thomas/Gordonton Intersection project 
and the freed up local share ($783,000) substantially equates to the local share required for 
the Te Awa Cycleway remediation. 

84. The funding plan includes; 

• Seeking a 51% funding Subsidy from the NZ Transport Agency- ($892,500) 

• Re-investing the programmed local share saved through received an enhanced 75.5% 
NZ Transport Agency subsidy on the Thomas/Gordonton Intersection project 
($783,000) 

• New local share ($74,500) 

85. Committee approval is sought for approval in principle to Option 5 of the business case subject 
to the NZ Transport Agency approving the funding plan, noting that their approval cannot be 
gained until an application has been made. The recommendation for approval will be 
requested in the Financial Strategy Report. 

86. The financial information follows; 

Type of Costs 2018/19 2019/20 Total 

Capital Expenditure Approved 
budget 

Forecast Approved 
budget 

Forecast  

Te Awa Cycleway $0 $380 87. $0 88. $1,370 $1,750 

Total Capex $0 $380 $0 $1,370 $1,750 

Operating Expenditure     2018-28 

Interest     $489 

Depreciation     $280 

Consequential Opex     $0 

Total Opex     $769 
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89. Seddon Park Sports Lighting  

90. A priority for Council is to look after its existing assets and this is being managed through the 
Renewals and Compliance Programme (Attachment 1). It is our intent to manage all of Councils 
assets within the 3-year funding allocated to this programme without any increase to the 
allocated funding. 

91. The priorities for renewal of assets is dynamic given that in addition to programming, asset 
condition is taken into account prior to asset renewal. This means that some asset renewals 
can be deferred if the assets are in better condition than expected and some assets will need 
to be bought forward because the condition is worse than expected or the asset has failed.  

92. Most of the time we would not seek Committee approval to change priorities, noting that we 
will provide assurance through our reporting that all programmed assets in the different 
activity areas are being adequately managed. From time to time however there will be 
significant issues relating to an individual asset, such as cost or some element of discretion that 
can be applied by Council as to whether to proceed with renewal or not. 

93. The business case for the Seddon Park Lights is attached as Attachment 4. 

94. The purpose of the business case is to seek approval for the full replacement of the sports 
lights and associated light towers at Seddon Park to maintain the venues status as a high 
quality international cricket ground. 

95. The renewal of light fittings and minor refurbishment work to the poles and headframes was 
provided for in the 2018-28 LTP with an estimated budget of $2.0M. However, subsequent 
investigations identified the foundations, poles and headframes all have varying and significant 
structural issues that will cause the budget to be exceeded. 

96. This issue is coming to Committee for a decision because it is significant and there is an option 
to not replace the lights, although taking this option has some consequences in regard to our 
obligations to Northern Districts Cricket to maintain this facility to an international cricket 
standard. 

97. If Council chose to not proceed with the light replacement, staff advice would be to remove 
the structures due to safety concerns and this would cost an estimated $1.0M. This is Option 7 
in the business case and it is not recommended. 

98. The reason for the work is that the current lights are at the end of their lives and are costing a 
lot to maintain. The extensive investigations we have undertaken have indicated that there are 
safety concerns which are best managed by renewal of the light heads, towers and 
foundations as well. 

99. The lights also have a current performance level of 2,000 lux on the wicket which falls well 
short of the current 3,000 lux required for international Cricket.  

100. The business case considers 9 different options but this report focuses on three of those 
options. 

101. In order to understand the decisions required it is useful to consider the project in two 
conversations. The first conversation relates to the 4 sets of light replacements including head 
frames and the second conversation to the 4 towers and foundations. 

102. The first option (Option 9 in the business case) is to carry on with existing situation and just fix 
the lights when they fail which is proving to be expensive. We also now know, because as part 
of the project we took one of the light heads down, that significant work will be required to 
repair the heads which are in much worse condition than we expected. The cost to repair each 
of the remaining 3 light heads so they will be safe is $400k giving a total of $1.2M. This is not a 
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satisfactory long-term solution and the issue will need to be dealt with as part of the next 10-
Year Plan. 

103. The second option (Option 3 in Business case) is to replace the lights with new High Intensity 
Discharge (HID) lights and the third option (Option 1 in the business case) is to replace them 
with LED light fittings. We have been to tender on these options and we have high confidence 
in the pricing. If we put up new lights it would be costlier to put them on the old frames which 
need repairing and they will not last as long as new frames.  

104. All options to put up new lights have new frames. This will trigger the requirement for a 
building consent which means that the integrity of the towers and foundations will need to be 
considered.  

105. HID Lights; To achieve the minimum lux level LOS will require in total 302 new lights which is 
only 6 more than what exists now.  

106. LED Lights; To achieve the minimum lux level LOS will require in total 352 new lights which is 
56 more than what exists now.  

107. The cost summary just to replace the lights, assuming that the towers and foundations need no 
work, are as follows, including allowances for design and enabling work.  

Options- LIGHTS and HEADS 
ONLY 

Capital 
Cost 

Comment 

Option 9- defer replace lights $1.2M This option will allow a decision to be deferred 
until 2012-31 10-Year Plan but operational 
costs are high.  

Full replacement required year 5 

Does not meet the required LOS 

Health and safety issues 

Option 3-replace lights with HID $3.2M This option has a $50k/year operational 
maintenance cost. 

Assume minimum 15 Years life 

This option meets the required LOS  

Building consent required 

Option 1- replace lights with LED $3.4M This option, due to tender offer, has no 
operational maintenance cost for 15 years. 

This option meets the required LOS and has 
some added benefit in relation to colour for TV 

Building consent required 

108. On the basis that we need to meet the required LOS and If we did not have to consider the 
towers and foundations staff would recommend Option 1. It has a marginal extra capital cost 
but the savings from the 15-year maintenance tender offer means it is superior. 

109. From the table above it can be seen that just to replace the lights to meet the required LOS 
would result in the budget being exceed by $1.2M to $1.4M, depending on the light fitting 
choice. 
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110. We need now to consider the towers and foundations. The additional detailed investigation 
work we have done looking at the lights has indicated that the tower and foundations designs 
are marginal. They are over 15 years through their design life and sometime soon would need 
to be replaced. 

111. For Option 9 (defer lights), some minor strengthening of the towers will be required (which is 
happening now). The advice we have received indicates that we will need to have a 
management plan put in place for extreme wind events. Deferring the decision has a high 
health and safety risk with the activity that will be required to replace individual lights. 

112. For Option 3 (HID lights) there are 2 sub-options; 3A (HID Lights-refurbish towers) is to carry 
out minimum strengthening works on the towers only and option 3B (HID Lights-new towers) 
is to replace the towers and foundations. Both options trigger a building consent requirement. 

113. The towers and foundations are over 15 years through their design life however and sometime 
soon would need to be replaced. We estimate that a full replacement will be needed in 10 
Years time. 

114. The towers and foundations summary is as follows; 

Options- Towers and Foundations Cost Comment 

Option 9- (defer) 

Not do any work on towers and 
Foundations 

$0.0M This option will allow a decision to be deferred 
until 2012-31 10-Year Plan  

Extreme Wind Management Plan required 

Health and safety issues 

Full replacement required in year 5 

Option 3A- (HID) 

Minimal strengthening works on 
Towers only 

$0.4M Extreme Wind Management Plan required 

Building consent required 

Full replacement required in year 10 

Option 3B-(HID) 

New Towers and new Foundations 

$1.3M No Extreme Wind Management Plan required 

Building consent required 

30 year life 

Option 1- (LED) 

New Towers and new Foundations 

$1.3M No Extreme Wind Management Plan required 

Building consent required 

30 year life 

115. The purpose of the 2 tables was to show that that the cost increases are not just driven by the 
condition of the towers.  

116. In order to assist with the decision making we have undertaken a 15 year whole of life cost 
analysis of the options presented. The analysis looks at the maintenance costs of each option, 
and the time point when replacement will be required of the various components. 

117. The combined summary of the options is as follows; 

Options- Seddon Park Lights Cost Comment 
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Option 9- not replace lights 

 

Not do any work on towers and 
Foundations 

Whole of Life; $6.6M 

$1.2M This option will allow a decision to be deferred 
until 2012-31 10-Year Plan  

Extreme Wind Management Plan required 

Full replacements required in year 5 

High maintenance costs in first 5 year period 

NOT RECOMMENDED 

Option 3A-replace lights with HID 

Minimal strengthening works on 
Towers only 

Whole of Life; $7.8M 

$3.6M Extreme Wind Management Plan required 

Full replacement towers and foundations 
required in year 10 

$50k/year maintenance costs 

NOT RECOMMENDED 

Option 3B-replace lights with HID 

New Towers and new Foundations 

Whole of Life; $6.1M 

$4.5M No Extreme Wind Management Plan required 

30 year life towers and foundations 

$50k/year maintenance costs 

Option 1- replace lights with LED 

 

New Towers and new Foundations 

Whole of Life; $5.2M 

$4.7M No Extreme Wind Management Plan required 

30 year life towers and foundations 

 

No maintenance costs for 15 years 

Energy efficiencies (marginal) 

118. The cost of the preferred option (Option 1) is forecast at $4.7M. This is only marginally more 
costly than Option 3B to use HID lights but it has the best whole of life cost of all of the options 
due mainly to the tender offer in place to secure 15 years no cost maintenance. 

119. The recommendation for approval will be requested in the Financial Strategy Report. This 
report has assumed that additional funding of $2.7M is provided in order to see the modelled 
effects on the financial strategy. 

120. Staff recommendation is to approve Option 1 and to request staff to manage this within the 
existing 3 -year Renewal and Compliance programme budgets. The next 10-Year Plan in 2021-
31 provides an opportunity to reassess all of the renewal budgets but staff are confident that 
managing this within existing budgets will have no significant impact on looking after all of 
council’s assets. 

121. An additional $1.1M has been identified through the reprioritisation of H3 renewals and 
compliance budgets this financial year that can be reprioritised. A further $1.6M will be 
sourced through the reprioritisation of the renewals programme in 2018/19 and 2019/20. 

Legal and Policy Considerations 

122. Staff confirm that the recommendations in this report comply with the Council’s legal and 
policy requirements.  

123.  legal implications relating to the Heads of Agreement held with Northern Districts Cricket, 
these will be discussed and advised on through the public excluded session due to their 
commercial sensitivity. 
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Cultural Considerations 

124. A review of our project planning framework is planned to ensure that projects are assessed 
appropriately against the Waikato-Tainui Environmental Management Plan. 

Significance & Engagement Policy 

Significance 

125. Having considered the Significance and Engagement Policy, staff have assessed that the 
matters in this report have low significance. The projects and programmes proposed were 
decided through the 10-Year Plan. 

Engagement 

126. Community views and preferences are already known to the Council through the 10-Year Plan. 

Attachments 

Attachment 1 - Portfolio Summary Report as at 31 Oct 18 -FINAL 

Attachment 2 - Capital Expenditure Summary by Activity October 2018 v1 

Attachment 3 - Te Awa Cycle Way Remediation Business Case 2018-11-23 

Attachment 4 - Full Business Case - Seddon Park Sports Lighting . 
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Appendix 1 – Full Structural Assessment  
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 Appendix 2 – Full Risk Register  
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Committee: Finance Committee Date: 04 December 2018 

Author: Greg Carstens Authoriser: Jen Baird  

Position: Growth Funding & Analytics 

Unit Manager  
Position: General Manager City Growth  

Report Name: Funding Options - Growth Infrastructure Funding Gap 

 

Report Status Open  

 

Purpose  

1. To inform the Finance Committee of a shortfall in growth infrastructure funding as a result of 
events since the finalisation of the 10-Year Plan budgets. 

2. To seek approval to continue investigating options to close this funding gap, with a view to 
bringing a proposal back to Council on 21 February 2019. 

 

Staff Recommendation 

3. That the Finance Committee: 

a) receives the report; 

b) requests staff to continue investigating options to mitigate the funding shortfall on 
growth infrastructure; and  

c) notes that staff will bring their recommendations to the Council meeting on 21 February 
2019 for consideration. 

 

Executive Summary 

4. 10-Year Plan budgets were approved by the Council on 31 May 2018.  These were then subject 
to preparation of the formal documents and audit before the Plan was adopted on 28 June 
2018. 

5. After the approval of the budgets and prior to 1 July 2018, a higher than expected number of 
lots were lodged through subdivision consents in growth cells, principally Peacocke and 
Rotokauri. These consents were assessed under the 2016/17 DC Policy.  

6. Growth forecasts did not anticipate any development in Peacocke Stage 2 until after the 
2018/19 DC Policy came into effect on 28 June 2018; as such the 10-Year Plan budget was 
predicated on the basis that future development in that cell would pay the 2018/19 DC rates. 
This unexpected number of subdivision consents created a funding shortfall (“funding gap”). 

7. In Peacocke, the funding gap relates to subdivision consents lodged containing 906 residential 
lots and is estimated to be $20M to $25M (excl. GST), with related DC receipts anticipated over 
a number of years, starting in 2021.  
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8. This arises because average DCs in Peacocke in the 2016/17 DC Policy are $17K per lot 
compared to $45K in the 2018/19 DC Policy. If Council elected not to assess development 
contributions on lodgement of subdivision consent, but instead, for example, lodgement of 
building consent or application for service connection it may prevent the funding gap 
materialising. However, this would affect timing of DC receipts. 

9. The large majority of these comprise the 867 lot Amberfield subdivision lodged with the 
Council on 15 June 2018, immediately prior to the adoption of the new DC policy. 

10. In Rotokauri, the funding gap relates to subdivision consents lodged containing 590 residential 
lots. Quantifying the funding gap is more difficult here than in Peacocke but is estimated to be 
in the order of $10M over the 10-Year Plan period.  

11. No material funding gap was identified in the city’s other greenfield growth cells.  

12. Staff have identified the Peacocke growth cell as requiring immediate attention - the Rotokauri 
funding gap can be addressed in the future. 

13. The growth-related portion of infrastructure is initially funded by Council from debt (including 
HIF debt) and DCs were to repay this debt. Staff are investigating options for recovering the 
funding shortfall by looking at funding options to repay this debt. Funding options to consider 
are provided in LGA s103 and s207A and these are: 

• General rates 

• Targeted rates 

• Lump sum contributions 

• Fees and charges 

• Investment income 

• Proceeds from the sale of assets 

• Development contributions 

• Financial contributions 

• Grants and subsidies 

• Private developer agreements 

• Or any other source.  

14. A report will be prepared for the 21 February 2019 Council meeting. This timing allows for 
consideration on whether an Annual Plan change is required and whether there are any 
consultation requirements as a result of the options identified and preferred by the Council. 

15. Staff consider the matters in this report to this stage have low level of significance and that the 
recommendations comply with the Council’s legal requirements.  

Background 

16. To meet projected growth demands, the city needs an extra 12,500 houses over the next 10 
years. The Council’s role is to provide new strategic infrastructure such as roads, pipes and 
parks to enable this. The 2018-28 10-Year Plan saw a substantial increase in investment across 
the city, including the development of the Peacocke growth cell. 

17. The transition between the 2016/17 and the 2018/19 DC policies reflects this substantial 
increase in capital expenditure with a corresponding increase to DCs levies. Most likely, 
developers were aware of the upcoming increase in DCs prior to the 2018/19 Policy becoming 
operative. 

18. Some developers lodged their consents immediately prior to 1 July 2018 and, subsequently, 
were assessed under the 2016/17 DC Policy as opposed to the 2018/19 DC Policy. The effect of 
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this for the developer was to attract substantially lower DCs. For the Council, this meant less 
DC revenue to fund the growth-related capital expenditure budgeted in the 10-Year Plan. 
Unmitigated, this will have a significant impact on the Financial Strategy and delivery of growth 
infrastructure. 

19. This issue, at the scale observed, has not happened before at a transition between DC policies. 
Developers were heavily incentivised to lodge consents by 30 June 2018 due to the quantum of 
the impending increase in DC charges, leading to an amplified and unusually large funding gap.  

20. “Funding gap” for the purposes of this report means the loss of anticipated future DC revenue 
across greenfield lots within subdivision consents lodged in the last quarter of the 2018 June 
financial year. The quantum is calculated by taking the difference between a DC charge under 
the 2018-19 DC Policy and a DC charge under the 2016/17 DC Policy, summed for all relevant 
lots. This is not a perfect measure because some consents would have been lodged 
irrespective of the impending policy change, but on investigation of the data, it is apparent 
that many consents lodged in that last quarter were large and the timing was intentional.  

21. Typically, changes in developer behaviour due to policy transitions are within allowances in the 
DC model. In this case however, because of the scale, staff believe it would be inequitable to 
spread the funding gap across future development. Rather, it should be recognised as a 
funding gap and addressed and funded separately, and the DC model adjusted accordingly. 

22. At a Council Briefing on 13 September 2018, staff discussed the funding gap and were directed 
to investigate options for recovery. This report seeks Finance Committee approval to proceed 
further to bring a proposal to the Council in 21 February 2019. 

Discussion 

23. Staff have identified the Peacocke growth cell as requiring immediate attention to investigate 
funding gap recovery ahead of Rotokauri Stage 1. 

24. DCs assessed under the 2016/17 Policy did not include the large majority of Peacocke Stage 2 
infrastructure, which is funded in the 2018-28 10-Year Plan, including the bridge, arterial 
roading, bulk wastewater, and the sports park. This capital investment starts early in the 10-
Year Plan. 

25. The funding gap relating to growth infrastructure is estimated to be $20M to $25M (excl. GST) 
across sub-division consents lodged containing 906 residential lots in Peacocke, with DC 
receipts anticipated over a number of years, starting in 2021.  

26. This arises because average DCs in Peacocke in the 2016/17 DC Policy are $17K per lot 
compared to $45K in the 2018/19 DC Policy. If Council elected not to assess development 
contributions on lodgement of subdivision consent, but instead, for example, lodgement of 
building consent or application for service connection it may prevent the funding gap 
materialising. However, this would affect timing of DC receipts. 

27. The large majority of these lots comprise the 867 lot Amberfield subdivision, lodged with 
Council immediately prior to the adoption of the new DC policy on 15 June 2018. 

28. Council is currently involved in private developer negotiations relating principally to 
infrastructure provision with representatives of the Amberfield development. 

29. Total capital expenditure in Peacocke relating to the funding gap is approximately $250M of 
which the identified growth portion is anticipated in Council’s budgets for recovery through 
DCs. 

30. The government HIF loan relates to Peacocke, and Council may need to repay HIF loans with 
interest-bearing debt at an earlier time than expected. 
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31. Development is predicted to occur in Peacocke sooner and faster than other greenfield areas 
of the city, and on that basis the funding gap will materialise earlier and with greater financial 
impact than other growth cells. 

32. A greater share of the funding gap is likely fall on those who purchase individual lots to live on 
i.e. ‘Mums and Dads’ in catchments where development is expected to occur sooner and 
faster. 

33. The vision for the Peacocke Programme is to enable the development of an attractive and 
sustainable community in the Peacocke area. 

34. In Rotokauri, the funding gap relates to subdivision consents lodged containing 590 residential 
lots. Quantifying the funding gap in Rotokauri is more difficult than Peacocke but is estimated 
to be of the order of $10M over the 10-Year Plan period.  

35. The difficulty in quantifying the Rotokauri funding gap is due to several factors: 

• A deferred financial effect because development will start later and occur over a 
substantially longer period of time than in Peacocke. 

• Development in Rotokauri has largely stalled due to the existing significant stormwater 
management challenges and high DCs, leading to lower-than-forecast DC receipts in 
Rotokauri going forward. 

• As a consequence, Rotokauri Stage 1 is likely to develop later and at a slower rate than 
in Peacocke, allowing the Council more time to consider its funding options there. 

36. This paper recommends investigations continue with a view to bringing a proposal to the 
Council on 21 February 2019 with a preferred funding source or sources and proposed 
implementation plan. Reporting to the Council on this date provides an opportunity to include 
any approved new funding source in the 2019/20 Annual Plan.  

Options 

37. Option 1:  Do nothing 

38. By doing nothing, staff would be obliged to recommend a forecast adjustment in the DC model 
and consequently the Financial Strategy model. This adjustment would have a significant 
adverse impact on Council’s Financial Strategy limits. Council would need to respond to stay 
within the 10-Year Plan Financial Strategy Limits and this may require Council to pass these 
costs on to existing ratepayers to fund the revenue shortfall. 

39. Option 2:  Investigate options for mitigating the funding gap 

40. Staff investigate options for mitigating the impact of the funding gap and prepare a report with 
recommendations for Council to consider on 21 February 2019.   

41. This option will require staff time and incur legal and technical support costs. 

Financial Considerations 

42. This project will be funded through existing budgets. If successful in finding a suitable funding 
gap mitigation option, the financial benefits would significantly exceed the costs of the 
investigation. 

Legal and Policy Considerations 

43. Council is required in particular to address LGA s103 and s207A in considering the funding 
sources for its activities.  

44. Staff have taken preliminary verbal legal advice regarding Council’s funding gap options. 
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Cultural Considerations 

45. Staff have identified no cultural interests to be considered at this point. However, during any 
subsequent investigations into growth infrastructure funding, staff will have an open mind to 
consider any potential cultural implications. 

Risks 

46. The risk associated with a decision to investigate the options to mitigate the funding gap is 
minimal. 

47. A decision to select Option 1 puts the Financial Strategy at risk and interventions may be 
required to maintain the budget within the 10-Year Plan Financial Strategy limits. 

48. Some of the potential funding options could carry legal risks.  These will be identified during 
the investigation and reported to Council as part of the recommendations on 21 February 
2019.  Legal advice will be sought as part of the investigation to ensure legal risks of options 
are identified early and mitigated. 

Significance & Engagement Policy 
Significance 

49.
 
Staff have considered the key considerations under the Significance and Engagement Policy 
and have assessed that the matter(s) in this report has/have a low level of significance. 

Engagement 

50.
 
Given the low level of significance determined, the engagement level is low. No engagement is 
required. 

51. While a decision on this paper itself is assessed to have a low level of significance, community 
engagement is likely to be required prior to adopting a new or modified funding mechanism to 
address the funding gap.  

 
 

Attachments 
There are no attachments for this report. 
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Committee: Finance Committee Date: 04 December 2018 

Author: Katy Nudd Authoriser: Sean Hickey  

Position: Business Planning Analyst  Position: General Manager Strategy 

and Communications  

Report Name: Non-Financial Organsational Performance Reporting Quarter One 2018-28 

10-Year Plan 

 

Report Status Open  

 

Purpose 

1. To inform the Finance Committee of the Quarter 1 (July-September 2018) Non-Financial 
Organisational Performance results from Year 1 of the 2018-28 10-Year Plan. 

 

Staff Recommendation 

That the Finance Committee receives the report. 

 

Executive Summary 

2. Staff consider the matter has a low significance and that the recommendations comply with 
the Council’s legal requirements.  

Background 

3. The 10-Year Plan 2018-28 was adopted in June 2018. It sets out the outcomes we aim to 
deliver for our community, though the activities we undertake. Within each activity outlined in 
the 10-Year Plan, we have nominated key non-financial performance indicators as progress 
markers towards the achievement of the outcomes. In the 10-Year Plan 2018-28, the non-
financial performance indicators selected focus on measures that indicate delivery of 
outcomes to the community.  

4. We are required to report back to the community every year in the Annual Report on the non-
financial performance indicators.  Council receives an interim report every quarter at the 
Finance Committee on the progress of the non-financial indicators. 

5. In addition to the non-financial performance indicators, the key highlights and challenges for 
each activity are being captured in the organisational performance indicators system.  These 
will be reported to Council alongside the non-financial performance indicators. 
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Discussion 

6. This is the first non-financial performance indicator report for 2018-19 year (year 1 of the 10-
Year Plan). The structure of the report has been set to provide an overview of each activity, the 
community focused non-financial indicators and key highlights for each activity.   

7. Each performance indicator is assigned a status. Status options are: ‘on track’ (green), ‘needs 
action’ (orange), ‘off track’(red) and ‘data not available’ (Black).  

8. In summary there are 50 outcome performance indicators. The progress as at the end of 
quarter one (July – September 2018) is:  

• 31 (62%) on track to achieve the annual target (Green);  

• 2 (4%) need corrective action to get back on track (Orange);  

• 8 (16%) are off track (Red); and  

• 9 (18%) have no data available due to them being annual or bi-annual measures (Black). 

9. A summary of the progress of each 10-Year Plan Activity is shown in the below graph. 

 
 

Attachments 

Attachment 1 - Non-financial Organisational Performance Reporting Quarter One 2018-28 10-Year 
Plan . 
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Committee: Finance Committee Date: 04 December 2018 

Author: Russell Hynd Authoriser: David Bryant  

Position: Finance Manager  Position: General Manager Corporate  

Report Name: Investment and Liability Management Policy 

 

Report Status Open  

 

Purpose 

1. To inform the Finance Committee on revisions to the Investment and Liability Management 
Policy. 

2. To seek a recommendation for Council to approve the revised policy. 

 

Staff Recommendation (Recommendation to Council) 

3. That the Finance Committee: 

a) receives the report;  

b) recommends Council approves the revised Investment and Liability Management Policy as 
set out in attachment one of this report; and 

c) confirms the next review date for the policy of 30 June 2021. 

 

Background 

4. The Investment and Liability Management Policy is required under Section 102 (1) of the Local 
Government Act to provide certainty about sources and levels of funding. 

5. This policy was due for its normal review at 30 June 2018 as part of the 2018-28 Long term 
plan. 

6. The existing policy was reviewed by Council’s Treasury Management team and has since been 
reviewed and signed off by PWC’s Treasury Specialists acting as Treasury Advisers to Council. 

7. The Policy is supported by operational guidelines in the form of a Treasury Management Policy 
that was also reviewed as part of this process.  

8. Attachments to this report include the final draft revised policy and a worksheet that shows 
the changes made to the old policy and reasons for making them. 

Discussion 

9. Most changes made in this Policy review involved minor editing to improve clarity or 
readability in the document.  
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10. Three sections were transferred from the Treasury Management Policy where they referred 
explicitly to Council’s responsibility as distinct from Management’s. 

• Paragraph 2 outlines Council’s Governance responsibilities in respect to Investment and 
Liability Management. 

• Paragraphs 52 – 58 sets a framework for security over external borrowings 

• Paragraphs 75 – 79 enables and provides guidelines for Council to act as guarantor 
and/or to enter into financial arrangements with community organisations. 

11. The Financial Strategy in the 2018-28 Long Term Plan included aligning HCC borrowing 
limits/ratios with those set by the Local Government Funding Agency. Paragraphs 47-49 were 
updated to reflect this, and associated definitions were also amended. 

12. In 2017/18 Council successfully gained access to the Government’s Housing Infrastructure 
Fund (HIF).  Central Government was added as a Borrowing Mechanism in Paragraph 59. 

13. Paragraph 69 was amended to create consistency with LGFA lending rules. Two new points (e 
& f) were added. These points have become more relevant as Council’s borrowing and 
borrowing forecasts increase.  

Other matters 

Legal and Policy Considerations 

14. Approval of this proposal ensures that Council investment and liability management practices 
are compliant with current guidelines and legislation and are consistent with the Financial 
Strategy defined in the 2018-28 10-Year Plan. 

Risks 

15. The revision of the Investment and Liability Management Policy has been reviewed and 
confirmed as appropriate by PWC in their capacity as our independent Treasury Advisors. 

Significance 

16. Staff considered the level of significance under the Significance and Engagement policy and 
have assessed that the matters in this report have a low level of significance. 

Engagement 

17. Staff recommend that no engagement on this matter is required. Matters in this report will be 
subject to approved delegations or decision-making processes.  

 

Attachments 

Attachment 1 - Investment and Liability Management Policy 2018 Final Changes 

Attachment 2 - Investment and Liability Management Policy 2018 Final Clean . 
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INVESTMENT AND LIABILITY MANAGEMENT POLICY 

 

Purpose and Scope 

1. To comply with the Local Government Act 2002 in terms of a legislative requirement to 
adopt an investment policy and a liability management policy.  
 
To provide the framework under which council operates investment and borrowing 
activities.  
 
This policy supports council’s financial strategy and Revenue and Financing Policy and is 
linked to the Treasury Management Policy which provides more detail for the day-to-day 
management of the treasury function.  

 
2. The Council is responsible for: 

a. Approving the financial strategy in the 10-Year Plan and Annual Plans 
b. Approving new debt in the 10-year Plan, Annual Plans and specific council resolutions 
c. Ensuring that a Treasury Management Policy is adopted as a management policy 
d. Approval for one-off transactions falling outside Policy 
e. Approve the appointment of the Trustee to the Debenture Trust Deed 

 

INVESTMENT POLICY 

Principles 

3. The council will, when investing, ensure the protection of its investment capital and that a 

prudent approach to risk/return is always applied within the confines of this policy.  Only 

approved creditworthy counterparties are acceptable.  

The Council will act effectively and appropriately to: 

a. Protect the Council’s investments. 
b. Ensure the investments benefit the Council’s ratepayers. 
c. Maintain a prudent level of liquidity and flexibility to meet both planned and unforeseen 

cash requirements. 
 

Policy 

4. The Council’s general policy on investments is that: 

a. The Council may hold financial, property, forestry, and equity investments if there are 
strategic, commercial, economic, or other valid reasons (e.g. where it is the most 
appropriate way to administer a Council function). 

b. The Council will keep under review its approach to all major investments and the credit 
rating of approved financial institutions. 

c. The Council will review its policies on holding investments at least once every three 
years. 
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Acquisition and Disposal of Investments 

5. With the exception of financial investments, new investments are acquired if an opportunity 

arises and approval is given by the Council.  

6. Before approving any new investments, Council gives due consideration to the contribution 

the investment will make in fulfilling Council’s strategic objectives, and the financial risks of 

owning the investment. 

7. The authority to acquire financial investments is delegated to the General Manager 

Corporate (GMC). 

8. Proceeds from the sale of assets or investments will in the first instance be used to repay 

outstanding borrowings unless otherwise specifically authorised by Council. The exception to 

this is in relation to the sale of endowment properties where any surplus cash is held in the 

Municipal Endowment Fund to be used to reinvest on behalf of the fund.  

9. If assets are subject to legislative restrictions, the proceeds are used in accordance with the 

provisions of the appropriate legislation.   

 

Investment Mix 

Equity Investments 

10. Equity investments, include investments held in Council Controlled Organisations (CCO), 

Council Controlled Trading Organisations (CCTO) and other shareholdings. 

11. Council maintains equity investments and other minor shareholdings. Council’s equity 

investments fulfil various strategic, economic development and financial objectives as 

outlined in the 10-Year Plan. Equity investments may be held where Council considers there 

to be strategic community value. 

12. Council seeks to achieve an acceptable rate of return on all its equity investments consistent 

with the nature of the investment and their stated philosophy on investments. 

13. Any purchase or disposition of equity investments requires Council approval. Council may 

also acquire shares that are gifted or are a result of restructuring.  

14. Dividends received from CCOs/CCTOs and unlisted companies are used firstly to repay debt 

in relation to that investment, and then used to reduce other Council debt unless otherwise 

directed by Council. 

15. Any dividends received, and/or profit or loss arising from the sale of these investments must 

be recorded in accordance with appropriate accounting standards.   

16. Unless otherwise directed by Council, the proceeds from the disposition of equity 

investments will be used firstly to repay any debt relating to the investment and then 

utilised to reduce other Council debt.   

17. Council recognises that there are risks associated with holding equity investments and to 

minimise these risks Council, through the relevant Council committee, monitors the 

performance of its equity investments on a twice yearly basis to ensure that the stated 
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objectives are being achieved.  Professional advice regarding Council’s equity investments is 

obtained when appropriate.  

 
New Zealand Local Government Funding Agency limited investment 

18. Despite anything earlier in this Policy, the Council may invest in shares and other financial 

instruments of the New Zealand Local Government Funding Agency Limited (LGFA), and may 

borrow to fund that investment to: 

a. Obtain a return on the investment. 
b. Ensure that the LGFA has sufficient capital to remain viable, meaning that it continues as 

a source of debt funding for the Council. 
c. Because of these dual objectives, the Council may invest in LGFA shares in circumstances 

in which the return on that investment is potentially lower than the return it could 
achieve with alternative investments. In connection with the investment, Council 
subscribes for uncalled capital in the LGFA and is a Guarantor. 

 
Property investments 

19. Council will purchase property investments for strategic and commercial purposes.  

20. Council will review ownership through assessing the benefits, including financial returns, in 

comparison to other arrangements that could deliver similar results.   

21. Surpluses generated from property investments are treated as income in the related Council 

activity.   

22. The Council will ensure property disposals are managed to ensure compliance with statutory 

requirements and where appropriate consultation with the community.  

23. The Council will ensure property purchases are supported by registered valuations and, 

where appropriate, a full business case analysis.  

24. The Council will not purchase properties on a speculative basis.  

 

Financial investments 

25. Council’s primary objectives when investing is the protection of its investment capital. 
Accordingly, Council may only invest in approved creditworthy counterparties.  Creditworthy 
counterparties and investment restrictions are covered in Counterparty credit risk of this 
policy (para. 70-74). Credit ratings are monitored and any changes are reported to Council..  

26. Council may invest in approved financial instruments as set out in the Treasury Management 
Policy. These investments are aligned with Council’s objective of investing in high credit 
quality and highly liquid assets. 

27. Council’s investment portfolio will be arranged to provide sufficient funds for planned 

expenditures and allow for the payment of obligations as they fall due.  

28. The Council prudently manages liquid financial investments as follows:  

a. Any liquid investments must be restricted to a term that meets future cash flow and 
capital expenditure projections. 

b. Council may choose to hold specific reserves in cash and direct what happens to that 
investment income.    In effect the income from financial investments will be an interest 
income stream into general funds.  Interest is paid to reserves from general funds. 
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c. Financial investments do not include shares. 
 

Reserve funds   

29. Liquid assets are required to be held against reserve funds. 

 

Trust funds 

30. Where Council hold funds as a trustee, or manages funds for a trust, then such funds must 

be invested on the terms provided within the trust.  

31. Where the trust’s investment policy is not specified then this Policy should apply. 

 

Loan Advances 

32. Council may provide advances to CCOs, CCTOs, charitable trusts and community 

organisations for strategic and commercial purposes.   

33. New loan advances must be made by Council Resolution only. The Council will not lend 

money, provide any other financial accommodation, to a CCO or CCTO on terms and 

conditions that are more favourable than those that would apply if Council were borrowing 

the money or obtaining the financial accommodation. (subject to the exemption as per 

Section 9 of the Local Government Borrowing Act 2011, lending and financial 

accommodation provided to the Local Government Funding Agency). 

34. Advances to charitable trusts, and community organisations from the Council do not have to 

be on a fully commercial basis.   

35. Where the Council makes advances are made to charitable trusts and community 

organisations at below Council’s cost of borrowing, the additional cost is treated as an 

annual grant to the organisation.  

36. Council will review performance of its loan advances on a regular basis to ensure strategic 

and economic objectives are being achieved.    

 

Investment management and reporting procedures 

37. Council’s investments are managed on a regular basis, with sufficient minimum immediate 

cash reserves and a cash buffer maintained.  

38. To best manage funding gaps, Council’s financial investment maturities are matched with 

Council’s forecast cash flow requirements.  

39. The performance of Council investments is regularly reviewed to ensure Council’s strategic 

objectives are being met. Both performance and policy compliance are reviewed through 

regular reporting.  

40. Details on the performance of investments will be reported to Council, or the appropriate 

Council Committee, on a regular basis.  

41. Monitoring of equity and property investments involves reviewing quarterly reports, annual 

reports, strategic plans, and statements of corporate intent. Members of these entities may 

be invited to attend and present to the appropriate Council Committee. 
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42. Monitoring of cash and other investments form part of the regular financial reporting to 

Council and appropriate Council Committees. 

 

LIABILITY MANAGEMENT POLICY 

Introduction 

43. The Council’s liabilities will comprise of borrowings (external) and various other liabilities.  

44. Council maintains external borrowings in order to: 

a. Raise specific debt associated with projects and capital expenditures. 
b. Fund the balance sheet as a whole, including working capital requirements. 
c. Fund assets where their useful lives extend over several generations of ratepayers. 
d. Fund investments in CCOs, 
e. Provide funding to CCOs, 
f. Fund working capital requirements. 

 
45. Borrowing provides a basis to achieve inter-generational equity by aligning long-term assets 

with long-term funding sources, and ensure that the costs are met by those ratepayers 

benefiting from the investment. 

46. Borrowing is undertaken at a whole of Council level. That is, borrowing is made as and when 

it is required to fund the capital and operational activities of the Council. 

Borrowing Limits 

47. The Council’s Financial Strategy, adopted as part of the 10-Year Plan, includes borrowing 

limits which take account of the planning assumptions and circumstances of the City at the 

time the plan is adopted.  The borrowing limits in this policy are the prudential limits which 

the Council’s funders (including LGFA) and credit rating providers deem to appropriate for 

the City. 

48. These limits are higher than the 10-Year Plan limits with the gap available for the Council to 

manage any unplanned events.  

49. The Council will manage its debt with the following limits: 

Item 
Limit 

 
 

Net External Debt / Total Revenue <250% 

Net Interest on External Debt / Total Revenue <20% 

Net Interest on External Debt / Annual Rate Income <30% 

Liquidity ratio >110% 

 
a. Total revenue is defined as total revenue less vested assets, gains and development 

contributions. 
b. Total external debt is all gross debt held externally by council. 
c. Net external debt is defined as total external debt less liquid funds and investments. 
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d. Liquidity is defined as external term debt plus committed external borrowing and liquid 
funds, divided by current external debt. 

e. Liquid funds are defined as being: 

• Overnight bank cash deposits  

• Wholesale/retail bank term deposits no greater than 30 days 

• Bank issued RCD’s less than 91 days 

• Wholesale/ retail bank term deposits linked to pre-funding of maturity of 
term debt exposures. 

f. The liquidity ratio excludes encumbered cash investments, such as cash held within 
special / reserve funds. 

g. Net interest on external debt is defined as the amount equal to all interest and 
financing costs (on external debt) less interest income for the relevant period. 

h. Annual rate income is  defined as the amount equal to the total revenue from any 
funding mechanism authorised by the Local Government (Rating) Act 2002 (including 
volumetric water charges levied) together with any revenue received from other local 
authorities for services provided (and for which the other local authorities rate). 

 
50. Financial covenants are measured on Council only, not the consolidated group. 

51. Disaster recovery requirements are to be met through the liquidity ratio and available debt 

capacity. 

Security 

52. The Council’s external borrowings and interest rate management instruments will generally 
be secured by way of a charge over rates and rates revenue offered through a Debenture 
Trust Deed.  

53. Where appropriate the Council may seek project financing, which may have a charge over 
the project or a specific asset(s) rather than rates.  

54. The Council’s utilisation of special funds, reserve funds, internal borrowing of special 
funds/reserve funds and other funds will be on an unsecured basis. 

 
55. Under a Debenture Trust Deed, The Council’s borrowing is secured by a floating charge over 

all the Council rates levied under the Local Government Rating Act.  
 

56. The security offered by Council ranks equally or pari passu with other lenders. 
 

57. From time to time, and with the Council approval, debt may be undertaken on an unsecured 
basis, or security may be offered by providing a charge over one or more of Council’s assets. 

 
58. The Councils physical assets will be charged only where: 

a. There is a direct relationship between the debt and the purchase or construction of the 
asset, which it funds (e.g. project finance) 

b. Council considers a charge over physical assets to be appropriate 
c. Any pledging of physical assets complies with the terms and conditions contained 

within the security arrangement 
 

Borrowing mechanisms 

59. Council may externally borrow through a variety of market mechanisms including issuing 

stock/bonds, commercial paper (CP) and debentures, direct bank borrowing, Local 

Government Funding Agency (LGFA), Central Government Agencies (eg. Housing 
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Infrastructure Fund (HIF)) accessing the short and long-term wholesale/retail debt capital 

markets directly or indirectly, or internal borrowing of reserve funds.  

60. In evaluating strategies for new borrowing (in relation to source, term, size and pricing) the 

following is taken into account: 

a. Available terms from lenders. 
b. Council’s overall debt maturity profile, to ensure concentration of debt is avoided at 

reissue/rollover time. 
c. Prevailing interest rates and margins relative to term for loan stock issuance, LGFA, debt 

capital markets and bank borrowing. 
d. The market’s outlook on future interest rate and credit margin movements as well as its 

own. 
e. Legal documentation and financial covenants together with security and credit rating 

considerations. 
f. For internally funded projects, to ensure that finance terms for those projects are at 

least as equitable with those terms from external borrowing. 
g. Alternative funding mechanisms such as leasing should be evaluated with financial 

analysis in conjunction with traditional on-balance sheet funding. The evaluation should 
take into consideration, ownership, redemption value and effective cost of funds. 

  
61. The Council’s ability to readily attract cost effective borrowing will be determined by its 

ability to rate, maintain a strong financial standing and manage its relationships with its 

investors, LGFA, credit rating agencies and financial institutions/brokers.   

 

Debt repayment 

62. The funds from all asset sales, operating surpluses, grants and subsidies will be applied to 

specific projects or the reduction of debt and/or a reduction in borrowing requirements, 

unless the Council specifically directs that the funds will be put to another use.  

63. Debt will be repaid as it falls due in accordance with the applicable borrowing arrangement.   

64. Subject to the appropriate approval and debt limits, a loan may be rolled over or re-

negotiated as and when appropriate. 

65. Council will manage debt on a net portfolio basis and will only externally borrow when it is 

commercially prudent to do so. 

 

Interest rate risk 

66. Risk recognition 

a. Interest rate risk is the risk that funding costs (due to adverse movements in market 

wholesale interest rates) will materially exceed or fall short of projections included in 

the 10-Year Plan or Annual Plan so as to adversely impact revenue projections, cost 

control and capital investment decisions/returns/feasibilities. 

b. The Council will ensure interest rate risk management to reduce uncertainty relating to 

interest rate movements through fixing/hedging of interest costs.  Certainty around 

interest costs is to be achieved through the active management of underlying interest 

rate exposures. 
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67. Interest rate risk control limits 

a. The exposure to interest rate risk is managed and mitigated through the risk control 

limits below. Council’s net external debt should be within the following fixed/floating 

interest rate risk control limit.  

b. The Council’s net external debt  will allow for pre-hedging in advance of projected 

physical drawdown of new debt.   

c. When approved forecasts are changed, the amount of fixed rate cover in place may have 

to be adjusted to ensure compliance with the Policy minimums and maximums as per 

the following table: 

 
 
 

Debt Interest Rate Policy Parameters (calculated on rolling 
monthly basis) 

Debt Period 
Ending 

Minimum Fixed Maximum Fixed 

Current 50% 95% 

Year 1 45% 95% 

Year 2 40% 90% 

Year 3 35% 85% 

Year 4 30% 80% 

Year 5 25% 75% 

Year 6 15% 70% 

Year 7 5% 65% 

Year 8 0% 60% 

Year 9 0% 55% 

Year 10 0% 50% 

Year 11 0% 45% 

Year 12 0% 40% 

Year 13 0% 35% 

Year 14 0% 30% 

Year 15 0% 25% 

 
d. A fixed rate maturity profile that is outside the above limits, but self corrects in less than 

90 days is not in breach of this Policy.   

e. Maintaining a maturity profile outside of the above limits beyond 90 days requires 

Council resolution. 

• Fixed Rate is defined as an interest rate repricing date beyond twelve months. 
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• Floating Rate is defined as an interest rate repricing within twelve months. 

• The percentages are calculated on the rolling projected net debt level calculated by 
management (signed off by the GMC).   

• Floating rate debt may be spread over any maturity out to 12 months.  Bank advances 
may be for a maximum term of 12 months. 

• Any interest rate swaps with a maturity beyond 15 years must be approved by the Chief 
Executive through a specific approval. 

• Hedging outside the above risk parameters must be approved by Council. 
 

Liquidity risk/funding risk 

68. Risk recognition 

a. Cash flow deficits in various future periods based on long term financial forecasts are 

reliant on the maturity structure of cash, short-term financial investments, loans and bank 

facilities.  Liquidity risk management focuses on the ability to access committed funding at 

that future time to fund the gaps.  Funding risk management centres on the ability to re-

finance or raise new debt at a future time at the same or more favourable pricing (fees and 

borrowing margins) and maturity terms of existing loans and facilities. 

b. The Council will manage funding risks where there may be adverse movement in 

borrowing margins, term availability and general flexibility including: 

• Local Government risk is priced to a higher fee and margin level. 

• Council’s own credit standing or financial strength as a borrower deteriorates due to 
financial, regulatory or other reasons. 

• A large individual lender to Council experiences its own financial/exposure difficulties 
resulting in Council not being able to manage their debt portfolio as optimally as 
desired. 

• New Zealand investment community experiences a substantial “over supply” of Council 
investment assets. 

• Financial market shocks from domestic or global events. 
 
c. A key factor of funding risk management is to spread and control the risk to reduce the 

concentration of risk at one point in time so that if any of the above events occur, the 

overall borrowing cost is not unnecessarily increased and desired maturity profile 

compromised due to market conditions. 

 
69. Liquidity/funding risk control limits 

a. The Council will ensure liquid funds, term debt and committed debt facilities must be 
maintained at an amount exceeding 110% of existing external debt. 

b. The GMC has the discretionary authority to re-finance existing external debt on more 
favourable terms.   

c. Such action is to be reported to the Chief Executive and the appropriate Council 
Committee at the earliest opportunity. 

d. The maturity profile of the total committed funding in respect to all external debt / loans 
and committed debt facilities, is to be controlled by the following system: 

 

Period Minimum % Maximum % 

0 to 3 years 15% 60% 
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3 to 5 years 15% 60% 

5 years plus 15% 60% 

 
e.  A funding maturity profile that is outside the above risk parameters but self corrects 

within 90-days is not in breach of this policy. However, maintaining a maturity profile 

that is outside the above risk parameters for a period greater than 90-days requires 

specific approval by the Council. 

f. To minimise concentration risk the LGFA require that no more than the greater of NZD 

$100 million or 33% of the Councils borrowings from the LGFA will mature in any 12-

month period. 

g. The Council has the ability to pre-fund up to 18 months forecast debt requirements 

including re-financings. Debt refinancing that has been pre-funded will remain included 

within the funding maturity profile until the maturity date. 

Counterparty credit risk 

70. Counterparty credit risk is the risk of losses (realised or unrealised) arising from a 

counterparty defaulting on a financial instrument where the Council is a party.  The credit 

risk to the Council in a default event will be weighted differently depending on the type of 

instrument entered into. 

71. Credit risk will be regularly reviewed by the appropriate Council Committee.  Treasury 

related transactions would only be entered into with organisations specifically approved by 

the (CE). 

72. Counterparties and limits can only be approved on the basis of long-term Standard & Poor’s 

(S&P) credit ratings (or equivalent Fitch or Moody’s rating) being A and above and/or short 

term rating of A-1 or above. 

73. Limits should be spread amongst a number of counterparties to avoid concentrations of 

credit exposure. 

74. The following matrix guide will determine limits: 

 

Counterparty/Issuer 
Minimum S&P long term / short 

term credit rating  
Total maximum per counterparty 

($m) 

NZ Government N/A Unlimited 

Local Government 
Funding Agency (LGFA) 

N/A Unlimited 

NZ Registered Bank AA- / A-1 75.0 

NZ Registered Bank A /A-1 30.0 
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Guarantees/contingent liabilities and other financial arrangements 

75. The Council may act as guarantor to financial institutions on loans or enter into incidental 
arrangements for organisations, clubs, trusts, or business units, when the purposes of the 
loan are in line with Council’s strategic objectives. 

 
76. When resolving to act as a guarantor, Council will ensure appropriate processes are 

implemented to review and monitor the performance of guarantee.  
 

77. The Council is not allowed to guarantee loans to Council-controlled trading organisations 
under Section 62 of the Local Government Act.  

 
78. Other financial arrangements may include community loans and advances. 

 
79. Conditions to financial arrangements, conditions will be set by the Council when the 

arrangement is approved. 

 

Monitoring and Implementation 

80. Implementation of this policy will be monitored by the General Manager Corporate. 
 

81. This policy will be reviewed, at the request of the Council, in response to any relevant 
legislative amendment, or every three years (whichever comes first)  

 

 REFERENCES 

• Section 102, 104, 105, 112 to 122 and Schedule 7 Clause 32 of the Local Government 
Act 2002 

 

 
     

  



 

Finance Committee Agenda 4 December 2018- OPEN Page 188 of 188 

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. Confirmation of the Finance 
Committee Meeting Minutes 
- Public Excluded - 16 
October 2018 

C2. Report on overdue debtors 
as at 31 October 2018 & 
Debt write-offs 2018/19 

C3. Seddon Park Sports Lighting 
Renewal - Confidential 
Supplementary Information 

 

)  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 protect the privacy of natural persons 
to maintain the effective conduct of public 
affairs through protecting persons from 
improper pressure or harassment 

Section 7 (2) (a) 
Section 7 (2) (f) (ii) 

Item C3. to enable Council to carry out commercial 
activities without disadvantage 

Section 7 (2) (h) 
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