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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. 

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

Terms of Reference: 

1. To provide direction on Council’s financial strategy and monitor performance against that strategy. 

2. To monitor Council’s financial performance against the Council’s 10 Year Plan and the impact of the 

financial performance on services levels and rate payers’ value. 

3. To monitor deferred capital expenditure. 

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

a) financial management; 

b) revenue generation; and 

c) procurement and tendering.  

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

 

The Committee is delegated the following powers to act: 

• Approval of operating 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  

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

Management Policy). 

 

The Committee is delegated the following recommendatory powers: 

• To set the direction of Council’s Financial Strategy. 
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• The Committee may make recommendations to Council. 

• The Committee may make recommendations to other Committees. 

 

Recommendatory Oversight of Policies and Bylaws: 

• Funding Needs Analysis Policy 

• Investment and Liability Management Policy 

• Rates Remissions and Postponements Policy 

• Rating Policy 

• Revenue and Financing Policy 

 

1.  
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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 five 
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: 11 February 2020 

Author: Rebecca Watson Authoriser: Amy Viggers  

Position: Committee Advisor  Position: Governance Team Leader  

Report Name: Finance Committee Draft Schedule of reports 2020 

 

Report Status Open  

 

Purpose 

1. To inform the Finance Committee regarding the draft 2020 Schedule of Reports.  

 

Staff Recommendation 

2. That the Finance Committee: 

a) receives the draft 2020 Schedule of Reports; and 

b) notes that the Schedule of Reports is intended to be a living document that will be 
updated as necessary and will be made available to Elected Members on Diligent.  

 

Background 
3. The Chief Executive undertook to provide Elected Members with schedules for the tasks and 

responsibilities to be undertaken each calendar year by the Council and the Council 
Committees. 

4. The purpose of the schedules is to provide Elected Members with oversight of the planned and 
upcoming activities for which they are responsible as members of the Finance Committee.  The 
schedules set out the key reports and pieces of work assigned to the Finance Committee as 
well as the intended meeting dates where these will be presented. 

5. The schedules have been developed by the Principal Advisors and Chair of the Committee in 
conjunction with key staff, the Strategy Unit, and the Governance Unit.  Content covers: 

• Standing agenda items and regular reports; 

• The development, review, and status reporting of strategic plans and policies; 

• Anticipated submissions and legislative reports; 

• Items relating to the Annual Plan and 10 Year Plan; 

• Reporting of joint organisations, stakeholder groups, and established taskforces; and 

• Business as usual matters identified by staff as requiring governance decisions or 
oversight. 
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6. In order for Elected Members to have a current view of Finance Committee activities 
throughout the year, the schedules will need to be updated when new items arise or when 
timing or circumstances change. Elected Members will have access to the updated schedules 
on Diligent. 

7. The Governance Unit and the Principal Advisors’ Executive Assistants will take responsibility for 
maintaining up-to-date documents. 

8. 2020 Report Schedules for all Committees will be presented at each of their first meetings of 
2020.  

 

Attachments 

Attachment 1 - Finance Committee 2020 Draft Schedule of Reports . 
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Committee: Finance Committee Date: 11 February 2020 

Author: Iain Anderson Authoriser: Chris Allen  

Position: Business Support Team Leader  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 
2019/20 Annual Plan for the six-months ending 31 December 2019. 

 

Staff Recommendation 

2. That the Finance Committee receives the report. 

 

Executive Summary 

3. This report is to be read in conjunction with the Annual Monitoring Report and Financial 
Strategy Monitoring Report. 

4. This report reflects the capital portfolio delivery results for the 6 months ended 31 December 
2019. The last capital portfolio monitoring report to the Finance Committee was on 10 
September 2019 which summarised the 2019/20 results to 31 July 2019. 

5. At the end of December 2019, the Capital Expenditure result is $86.2M which is $9.5M 
favourable to forecast. The comparative from December 2018 was $53.8m, indicating a 
significant step up in expenditure this year. 

6. The report forecasts an annual spend of $225.0M and indicates $92.7M of anticipated 
deferrals and $4.8M of anticipated savings. This forecast is based on the information available 
for the period to 31 December 2019. 

7. Of the current anticipated deferrals of $92.7M; 

• $57.0M is related to projects which are on track to be completed in accordance 
with the 2018-28 10-Year Plan timeframes. 

• $35.7M is related to projects which are delayed with the majority being dependent 
on the timing of third-party actions outside of the Councils control. 

8. A significant contributor to the level of deferrals is the Peacocke Programme. While the overall 
project remains on track and on budget, re-phasing is required. This is largely related to the 
land purchase budget. 
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9. Deferrals associated with the Renewals and Compliance Programme are identified separately 
as these are managed under the 3-year programme approach that Council approved 23 May 
2019. As at 31 December 2019, $10.4m in renewal and compliance work has been identified to 
be undertaken next year. Staff will report back to the 31 March 2020 Finance Committee on 
the status of the Renewal and Compliance Programme.  

10. Further consideration will be given to the likely Year 3 (2020/21) expenditure for the pending 
2020/21 Annual Plan. 

11. Savings of $4.8M for the 2019/20 year have been identified to date. 

12. Staff consider the low significance and that the recommendations comply with the Council’s 
legal requirements.  

Programme Summary 

13. The following definitions are relevant: 

• Portfolio: refers to the total organisational capital work budget. A summary table of the 
year 2 portfolio is below;  

• Programme: refers to the 8 programmes that are referred to in this report, which when 
added together equal the portfolio;  

• Project: refers to an individual identified project under a particular programme which 
may have funding from multiple activities and across multiple year. 

2019/20 Capital Expenditure Budget as per Annual Plan $323.6M 

Plus Deferrals from 2019-20 (approved September 2019) $6.0M 

Total Capital Expenditure Budget $329.6M 

14. Attachment 1 contains an overview of the key achievements across the total organisation 
capital portfolio. 

15. Attachment 2 contains an overview of the 8 programmes. Each overview contains a summary 
of the key achievements and a graphical representation of the financial performance. The 8 
programmes are: 

I. City Wide Community 
II. City Wide Waters 
III. Peacocke 
IV. Rotokauri 
V. Rototuna 
VI. Ruakura 
VII. Transport Improvement 
VIII. Renewal and Compliance  

16. We are now half way through the delivery of the 3-year portfolio and a significant amount of 
work has gone into the award of contracts that are multi-year to allow for the successful 
delivery of the 3-year portfolio of works. 

17. Significant highlights since the last report to the Finance Committee include: 

I. Completion and Opening of the new Waiwhakareke walking track 

II. Completion and opening of the new Innes Common playground 

III. The Picturesque Garden opened in November 2019 
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IV. Completion of the FMG Stadium Turf January 2020 

V. Completion of the upgrade to the Crematorium Building 

VI. First stage of North City Road Upgrade complete 

VII. Rototuna Sports Park complete 

VIII. Borman Road West extension to Kaye Road complete 

IX. First stage Melville Park playground and skate bowl opened 

X. Award of the Rotokauri Transport Hub contract 

XI. Award of the Peacocke SH3 Dixon Road Intersection Upgrade contract 

XII. Award of the Hillsborough Pump Station Upgrade contact 

XIII. Award of the North Ridge Drive Urban Upgrade contract 

Capital Expenditure to end of December 2020 

18. For purposes of this Capital Portfolio Monitoring report there are 5 main types of capital 
budget movement that will impact on the forecasted total spend for this financial year.  They 
are: 

I. Re-phasing Deferrals – this is where the project has started or there is confidence that 
the project will start and 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 rephrased. 

II. 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.  Some of these delays will be 
due to third party issues outside our control – the more usual reason being that a 
developer is not ready to partner with HCC as anticipated when the 2018-28 10-Year 
Plan was developed. 

III. Renewal and Compliance Deferrals – this is projects that are classified Renewals and 
Compliance. This programme is being managed as a 3-year programme. Any unspent 
funds within any year are carried forward. Ultimately if any budgets remain unspent at 
the end of the 3 year cycle will be returned to Council as a saving. 

IV. Capital Savings – this is for the recording of efficiencies and capital savings that can be 
attributed to the capital savings target.  The capital saving target for 2019/20 is 
$16.8M, in 2018/19 $8.0M of capital savings was achieved.  The capital savings 
translate into operating savings through consequential opex, interest and depreciation 
savings.  The contribution of the capital savings to operating savings are established 
through the six-monthly Business Transformation Report, this report will be presented 
at the Finance Committee, 31 March 2020.  

V. Capital Expenditure Brought Forward – this is where a project has been bought 
forward to align with other projects or to enable work ahead of schedule to achieve 
the outcomes required in the timeframes set. 

19. The forecasted capital expenditure to 30 June 2020 is made up as follows: 

2019/20 Capital Expenditure Budget (including deferrals from 2018/19) $329.6M 

Less Forecasted re-phasing deferrals $57.0M 
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Less Forecasted delay deferrals $35.7M 

Less Forecasted Renewals and Compliance deferral $10.3M 

Plus, Capital expenditure brought forward from 2020/21 $3.2M 

Less Capital savings forecasted in 2019/20 $4.8M 

Total forecasted capital expenditure 2019/20 $225.0M 

 

20. Attachment 3 contains a full list of the rephrasing and delay deferrals, expenditure brought 
forward and emerging savings by project. 

Revenue to end of December 2019 

21. At the end of December 2019, the capital revenue result was $17.3M. This was $1.6m 
favourable to budget. 

22. The forecasted revenue to 30 June 2020 is made up as follows; 

2019/20 Capital Revenue Budget $69.7M 

Less Forecasted rephrasing deferrals $2.9M 

Less Forecasted delay deferrals $4.7M 

Less Forecasted Renewals and Compliance deferral $2.7M 

Additional revenue forecasted in 2019/20 $0M 

Total forecasted revenue 2019/20 $59.4M 

23. The deferrals in revenue are directly related to the capital expenditure deferrals outlined in 
Attachment 3.    

Work in Progress (WIP) 

29. WIP is not being reported at this time as staff are actively engaged with the implementation of 
the new Authority Fixed Asset module. However, the fixed assets capitalisation process within 
the organisation continues. Once the module is live and updated with current capitalisations 
WIP reporting will resume.  
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Council Decisions Required 

30. This report is information only. It does not require a Council decision.  

Emerging Risks 

Arthur Porter Drive 

31. The Council have previously been informed about issues with the road pavement at Arthur 
Porter Drive. In Particular it has previously been advised that unplanned renewal funding of up 
to $8.035M would be required over the 3-year period (2018-21) which could be offset against 
the additional revenue received from Waka Kotahi NZ Transport Agency for footpath renewals 
(recognised in budgets at 4 December 2018 Finance Committee meeting). 

32. A section of Arthur Porter Drive was renewed in 2018/19 at a final cost of $1.42m and in 
2019/20 further sections have been repaired to date at a cost of $3.57M.  A further section is 
programmed to be renewed between February 2020 and April 2020. 

33. Staff have not yet requested that the $8.035M of unexpected cost be offset against the 
additional renewal budget as at this point in time the cost is being managed within the 2018-
21 Renewals and Compliance Programme budget as mandated by the delegation given to the 
Chief Executive at the 23 May 2019 meeting.  

34. Additional funding from the footpath offset will only be requested when it is looking likely that 
Programme renewals across all activities can’t be completed within the 2018/21 budgets. 

Combined Treatment Plant Upgrades 

35. The Council has previously received reports on a combined approach for the physical works 
upgrade to the two city treatment plants which have funding of $66.666M allocated in the 
2018-28 10-Year Plan. 

36. The Growth and Infrastructure Committee received a report on 4 September 2018 which 
identified the upgrade sequence was to: 

I. Complete the Hamilton South water Pipeline Project - Complete 

II. Upgrade the Pukete Waste Water Treatment Plant - in progress - Contract 16296 

III. Upgrade the Chemical Storage at the Water Treatment Station - in progress - Contract 
16296 

IV. Upgrade the Water Treatment Station - commence 2020 

37. The Growth and Infrastructure Committee also awarded Contract 16296 at its September 2018 
meeting and set an Approved Contract Sum of $28.850M. 

38. There have been some unforeseen costs in Contract 16296 and a report will tabled at the 16 
April 2020 Infrastructure Operations Committee to increase the Approved Contract Sum. It is 
expected that these additional costs will be met from the overall funding allocated for the 
treatment plants and/or bring forward funding allocated for Pukete 4 - the next waste water 
treatment plant upgrade. 

Transport Projects 

39. In developing its 2018/28 10-Year Plan, council was optimistic about the level of funding it 
would receive through NZ Transport Agency subsidy and the time it would take to seek project 
approvals. 

40. A report will be brought to the Infrastructure Operations Committee providing a status of all 
transport projects together with options for the remainder of the 2018-21 period. 

Legal and Policy Considerations 



 

Finance Committee Agenda 11 February 2020- OPEN Page 14 of 102 

Ite
m

 6
 

41. Staff confirm that matters and recommendations within this report comply with the Council’s 
legal and policy requirements. 

Wellbeing Considerations 

42. The purpose of Local Government changed on the 14 May 2019 to include promotion of the 
social, economic, environmental and cultural wellbeing of communities in the present and for 
the future (‘the 4 well-beings’). 

43. The subject matter of this report has been evaluated in terms of the 4 well-beings during the 
process of developing this report as outlined below. 

44. The recommendations set out in this report are consistent with that purpose. 

Social 

45. Work is currently underway to understand social procurement opportunities across our 
portfolio, which involves enhanced recognition and valuing of social benefits through 
particularly our selection of contractors. 

Economic 

46. Delivery of our capital works portfolio is required for the city to continue to grow and generate 
employment and wealth.  

Environmental 

47. Across the capital portfolio environmental consideration is integrated throughout the project 
life cycle, including through design, procurement and construction.  

48. In the procurement phase all physical works contracts include a component to incorporate 
environmental and sustainability considerations into tender evaluation, where contractor 
initiatives such as materials reuse, energy requirements, electric vehicle utilisation, carbon 
offsets etc can be valued.  

49. Across the portfolio a number of our works projects and programmes are specifically focussed 
on enhancing our natural environment or ensuring effects of city development are not at the 
detriment of our natural environment. 

Cultural 

50. Across the portfolio engagement and partnership with iwi are continuing at a project level, and 
work is underway to further align and partner at programme and portfolio levels to identify 
opportunities for enhanced partnership and shared outcomes – particularly in regard to 
alignment with objectives of the Waikato Tainui Environmental Plan – Tai Tumu Tai Pari Tai Ao. 

Risks 

51. There are no known risks associated with the decisions required for this matter.  

Significance & Engagement Policy 
Significance 

52. Staff have considered the key considerations under the Significance and Engagement Policy 
and have assessed the matters and recommendations in this report have a low level of 
significance.  
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Engagement 

53. Community views and preferences are already known to the Council through the 2018-28 10-
Year Plan and 2019-20 Annual Plan. 

54. Given the low level of significance determined, the engagement level is low, and no further 
engagement is required. 

 

Attachments 

Attachment 1 - Capital Monitoring Summary - Dec 2019 

Attachment 2 - Capital Programme Summaries - Dec 2019 

Attachment 3 - Forecast Deferrals, Savings and Brought Forwards - Dec 2019 . 
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Committee: Finance Committee Date: 11 February 2020 

Author: Tracey Musty Authoriser: David Bryant  

Position: Financial Controller  Position: General Manager Corporate  

Report Name: Annual Monitoring Report to 31 December 2019 

 

Report Status Open  

 

Purpose 

1. To inform the Finance Committee on the Council’s financial performance against the 2019/20 
Annual Plan YTD ended 31 December 2019. 

 

Staff Recommendation 

2. That the Finance Committee receives the report. 

 
 

Executive Summary 

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

• December 2019 (11 February 2020 meeting) Capital Portfolio Monitoring report; and 

• December 2019 (11 February 2020 meeting) Financial Strategy Monitoring report 

4. December 2019 financial results shows positive variances on both the accounting result and 
balancing the books result. 

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

Discussion 

Operating results 

The accounting results 

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

7. The accounting result YTD ended 31 December 2019 is a surplus of $50.4M. This is $16M 
favourable against a forecast surplus of $34.4M. This is primarily due to an increase in capital 
revenue and timing of spend. 
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Accounting Result  

YTD Actual YTD Forecast Variance 

$50.4M $34.4M $16M 

8. The Annual Forecast has been adjusted to reflect the forecasting adjustments that are 
explained in the “understanding the variances” section of this report.  

Annual Accounting Result  

Annual Forecast Annual Budget Variance 

$110.3M $110.4M ($0.1M) 

Balancing the books result 

9. The balancing the books result for the month ended 31 December 2019 is $1.5M. This is $8.7M 
favourable against the December 2019 forecast of $(7.2M). 

Balancing the Books 

YTD Actual YTD Forecast Variance 

$1.5M ($7.2M) $8.7M 

 

Understanding the variances 

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

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

12. The Annual Forecast evaluation is on track and all potential adjustments are being assessed. 

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

Operating revenue 

 

 -

 25,000
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Rates Fees and user
charges

Subsidies and
grants

Interest
revenue

Other revenue

Operating Revenue Variance $000

Actual YTD
Budget
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14. Total Operating revenue is $1M lower than budgeted. This is attributable to the non-cash 
benefit associated with the HIF (Housing Infrastructure Fund) draw down that has yet to occur. 

Other offsetting variances worth noting: 

• Fees and user charges are in a favourable position as a result of the mix and volume of 
events in Venues, Tourism and Major Events (VTME), as well as a higher than expected 
level of building consent activity in Planning & Development.  

• Subsidies and grants boosted by an operational subsidy received from NZTA (New 
Zealand Transport Agency), towards the painting of Victoria Bridge project completed 
earlier in the financial year. The Rotokauri Park & Ride project being managed by 
Council on behalf of KiwiRail with a 100% NZTA subsidy received on expenditure. 

Please refer to the activity statements for variance explanations. 

 

Expenditure 
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Operating Expense Variances $000
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Revenue  YTD Variance $000 

Rates 227 

Fees and user charges 2,196 

Subsidies and grants 2,145 

Interest revenue (123) 

Other revenue (5,445) 

Total YTD variance (1,001) 



 

Finance Committee Agenda 11 February 2020- OPEN Page 33 of 102 

It
e
m

 7
 

 

 

 

 

 

 

 

 

 

15. An increase in Operating, Maintenance and Administrative costs were offset as a result of 
decreased expenditure in: 

• Finance costs: overall debt for the Council is lower than budgeted. 

• Depreciation & amortisation: capital projects within various Council activities not 
completed within expected timeframes. Currently being reassessed to identify correct 
phasing and/or savings. The increase in vested assets has not offset the reduction in 
depreciation. 

Please refer to the activity statements for variance explanations. 

Assets/Loss on sale  

16. Loss on sale of assets consists of asset residual values that have been written off as these 
assets have been replaced. 

17. Gain on sale also includes the December 2019 adjustment on non-cash revaluation of Council’s 
Financial borrowing instruments.  

 

Capital Revenue 

18. Capital Revenue contributed predominantly to the overall favourable accounting position, as 
reflected: 

• Development contributions are ahead of YTD budget by $1.6M. Council continue to 
experience high growth activity. 

• New connections to the water infrastructure resulted in increased capital revenue. The 
effect of projects progressing faster than anticipated has had the same outcome and 
NZTA subsidies are tracking above budget.   

• Council have more vested assets than predicted. The effect is a revenue of $25.2M 
which is $9.6 higher than budgeted. This budget is broken down by class of asset on 
page 99 of the 10-Year Plan. 

 

 

 

 

 

 

Expense YTD Variance $000 

Personnel costs 234 

Operating & maintenance 2,079 

Professional costs 180 

Administration expenses 540 

Property costs 54 

Finance costs (2,742) 

Depreciation & amort (4,463) 

Total YTD variance (4,118) 
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Asset class YTD Actual 

$000 

Annual 
Budget 

$000 

Life Range 
(Years) 

Estimated 
Annual 

Depreciation 

$000 

Wastewater 1,750 3,160 15-100 21 

Stormwater 1,983 5,297 30-100 25 

Water Supply 1,276 1,846 50-80 16 

Roading 7,989 8,320 12-140 160 

Land  12,607   

   Land – Under Roads 9,946 -  - 

   Land – Local Purpose Reserves* 2,241 -  - 

   Land – Restricted+  -  - 

Total 25,185 31,230  222 

* 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. 

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. 

 

Emerging Issues 

19. There are currently no emerging issues. 

 

Debt and Treasury Management 

Treasury Management 

20. Council is fully compliant with all treasury policy measures as at 31 December 2019. Treasury 
Report in Attachment 3. 

Debt and Cash Investments 

Debt and Cash Investments 

 YTD Actual Annual Budget Variance 

External Debt $434M $642M $208M 

Cash Investments ($66M) ($55M) $11M 

Net Debt $368M $587M $219M 

21. Net debt at 31 December 2019 is $219M lower than the annual budget, affected by both the 
timing of capital program spending and increased Fees & User charges and Development 
contribution revenues. 
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22. Cash investments are higher than budgeted due to LGFA borrowing in July 2019 to fund 
forecasted capital expenditure. Surplus immediate funds are placed on term deposit.   

Interest Rate Risk Management 

23. 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. 

24. As at 31 December 2019 our net unrealised loss on revaluation of interest rate swaps was 
$17.4M and our liability balance was $44.3M.  The liability balance is decreasing due to the 
impact of the market swap rate increasing against our fixed swap rate. 

Legal and Policy Considerations 

25. Staff confirm that the matters in this report complies with the Council’s legal and policy 
requirements.  

Risks 

26. There are no known risks associated with this matter.  

Wellbeing Considerations 

27. The purpose of Local Government changed on the 14 May 2019 to include promotion of the 
social, economic, environmental and cultural wellbeing of communities in the present and for 
the future (‘the 4 wellbeings’). 

28. The subject matter of this report has been evaluated in terms of the 4 wellbeings during the 
process of developing this report as outlined below.  The recommendations set out in this 
report are consistent with that purpose. 

29. There are no known social, economic, environmental or cultural considerations associated with 
this matter. 

Significance and Engagement Policy 

Significance 

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

Engagement 

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

 

Attachments 

Attachment 1 - Statement of Comprehensive Revenue and Expense December 2019 

Attachment 2 - Council Activities December 2019 

Attachment 3 - Treasury Report December 2019 . 
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Committee:  Finance Committee  Date:  11 February 2020 

Author:  Christie Harger  Authoriser: David Bryant  

Position:  Corporate Business 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 December 2019.  

 

Staff Recommendation (Recommendation to Council) 

2.  That the Finance Committee receives the report. 

3.  That the Finance Committee recommends the Council: 

a) approves  the  rephrasing  and  delay  deferrals  of  an  additional  $92.7M  capital  projects 
from 2019/20 to future years and savings of $4.8M as identified in the December 2019 
(11 February 2020 meeting) Capital Portfolio Monitoring Report; 

b) approves the significant  forecast adjustments as set out  in paragraphs 17 to 20 of this 
report; and 

c) approves the revised forecast Financial Strategy position for Debt to Revenue, Net Debt 
and Balancing the Books as set out in paragraphs 21 to 28 of this report. 

 

Executive Summary 

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

a)  December 2019 (11 February 2020 meeting) Annual Monitoring Report; and 
a) December 2019 (11 February 2020 meeting) Capital Portfolio Monitoring Report.  

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

3. One key goal of the 10‐Year Plan Financial Strategy  is to maintain or better the balancing the 
books result so that the need to borrow to fund everyday expenses is eliminated. 

4. Not  borrowing  to  fund  everyday  expenses maintains  Council’s  borrowing  capacity  to  fund 
investment in community and infrastructure initiatives. 

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

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

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

a) fund everyday expenses from everyday revenues, 

b) maintain service levels and assets, 

c) create surpluses to repay debt 

d) support investment in community, infrastructure and growth initiatives, 

e) fund investments from debt. 

8. The key outcomes are: 

a) balancing the books after four years (2023/24). This was updated in the 2019/20 Annual 
Plan. 

b) maintaining a Debt to Revenue Ratio of less than 230%. 

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

9. The  approved  10‐Year  Plan  budgeted  Financial  Strategy  provided  for  $3M  unused  debt 
capacity  for  the  first  three  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. 

10. Forecasting changes made since the adoption of the 10‐Year Plan show an improvement in the 
Financial Strategy measures.  

Significant Forecasting assumptions 

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

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

 Growth 

i. Revenue  budgets  for  rates,  development  contributions,  building  and  resource 
consents are  linked  to  growth assumptions based on  the National  Institute of 
Demographic and Economic Analysis (NIDEA) Low projections.  

 Interest on borrowing  

 Inflation 

ii. Inflation  was  forecast  by  Business  and  Economic  Research  Ltd  (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.  

13. These assumptions will be considered and if necessary adjusted in each Annual Plan.   

Financial Strategy Significant Forecast Adjustments 

14. This report forecasts the debt to revenue measure and balancing the books measure compared 
with the 10‐Year Plan budget. 
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15. 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. 

16. All  significant  changes made  since  the  10‐Year  Plan  and  up  to  the  last  Finance  Committee 
Meeting on 10 September 2019 are listed in Attachment 1. 

Significant forecasting adjustments since the 10 September 2019 Council meeting: 

Discussion 

The  only  significant  changes  to  the  forecast  are  the  $4.8M  capital  savings,  re‐phasing  and  delay 
deferrals of $92.7M from 2019/20 to future years as detailed  in the as  identified  in the 11 February 
2020 Capital Portfolio Monitoring Report. 

Financial Strategy Impact 

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

‐  4,894  1,781  565  (123)  (129)  (133)  (139)  (146)  (153) 

Net Debt 
$(000) 
 

‐  104,122  37,894  12,027  (2,625)  (2,754)  (2,887)  (3,026)  (3,172)  (3,325) 

Numbers in brackets represent an adverse outcome. 

Financial Strategy Graphs 

17. The  following  graphs  show  the  10‐Year  Plan  budgets  (in  blue)  and  the  total  of  all  Council 
approved changes listed in Attachment 1 as well as the significant forecast adjustments as set 
out in paragraph 20 above (in green). 

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

a) Finance Committee; or  

b) Council. 

Debt to Revenue  
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19. The Debt  to Revenue graph  includes all adjustments  identified  in  this  report and shows  that 
the  forecast debt  to  revenue  is  favourable against  the 10‐Year Plan budget.  In 2022/23,  the 
forecast is to reach 216% debt to revenue ratio. The financial strategy limit is currently 230%. 

Net Debt  

 

20. The Net Debt graph shows a decrease in net debt against the 10‐Year Plan. With the indication 
of capital deferrals, net debt forecast for 2019/20 has reduced to $410M. 

Balancing the Books  

 

21. The  2019/20  budget  was  to  balance  the  books.  Current  2019/20  forecast  is  for  $1m 
unfavourable result. Forecast remains on track to balance the books again in 2022/23. 

Risks to the Financial Strategy 

22. The  forecast  adjustments  above  lead  to  improved  Financial  Strategy  metrics.    However 
emerging  issues  reported  in  the  December  2019  (11  February  2020 meeting)  Annual  and 
Capital  Portfolio  Monitoring  Reports  indicate  unfavourable  movements  could  put  these 
improvements at risk. 
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23. The debt to revenue margin on debt capacity of $49M in three years’ time (2022/23) provides 
some  resilience.  This  is  an  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 2022/23.  

Emerging Issues 

24. The  December  2019  (11  February  2020  meeting)  Annual  Monitoring  Report  has  no  new 
emerging  issues. Previously  listed and  future emerging  issues could  impact the balancing the 
books result and consequentially debt across the 10‐Year Plan. 

25. The  December  2019  (11  February  2020 meeting)  Capital  Portfolio Monitoring  Report  lists 
emerging  issues  that  could  impact  the  capital  portfolio  and  consequently  debt  and  the 
balancing the books result across the remainder of the 10‐Year Plan.   

26. There are no new emerging issues additional to and not included in the above reports. 

Other Matters 

 

Legal and Policy Considerations 

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

Cultural Considerations 

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

Sustainability Considerations 

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

Risks 

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

Significance & Engagement Policy 

Significance 

37.  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 

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

Attachments 

Attachment 1 ‐ Register of Significant Forecast Changes February 2020 
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Committee: Finance Committee Date: 11 February 2020 

Author: Katy Nudd Authoriser: Sean Hickey  

Position: Business Planning Analyst  Position: General Manager Strategy 

and Communications  

Report Name: Quarter one - Service Performance Measure 2019-20 

 

Report Status Open  

 

Purpose 

1. To inform the Finance Committee of the Quarter 1 (July-September 2019) Non-Financial 
Service Performance results from Year 2 of the 2018-28 10-Year Plan.   

 

Staff Recommendation 

2. That the Finance Committee receives the report. 

 

Executive Summary 

3. This report is to update the Finance Committee on the results from quarter one of the Service 
Performance Measures.  

4. The structure of the report has been set to provide an overview of each activity, the 
community focused non-financial service performance measures and key highlights for each 
activity.   

5. The Service Performance Measures (KPIs) set in the 2018-28 10-Year Plan are reported against 
for three years. The process of forming the 2018-28 Performance Measures began in 2017. 
Extensive discussion took place surrounding the purpose of the 10-Year Plan measures and a 
change in approach, to move the performance measures away from operational measures to 
community outcome measures.  

6. This report is to update the Finance Committee on the results from year two, quarter one of 
the Service Performance Measures. The 2018-28 10-Year Plan Performance Measures will be 
reported quarterly to the Finance Committee. Quarter two will be presented to the 31 March 
2020 Finance Committee meeting.   

 

 

 

 

 



 

Finance Committee Agenda 11 February 2020- OPEN Page 65 of 102 

It
e
m

 9
 

7. Each measure is assigned a status and commentary is made for its current performance year to 
date and status and commentary for its expected year end position. Status options include, ‘on 
track’ (green), ‘needs action’ (orange), ‘off track’ (red), and ‘data not available’ (blue). 

8. The quarters are; 

• Quarter one:  July 2019 – September 2019 

• Quarter two: October 2019 – December 2019 

• Quarter three: January 2020 – March 2020 

• Quarter four: April 2020 – June 2020   

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

Discussion 

10. There are 50 KPIs contained in the 2018-28 10-Year Plan.  

A summary of the projected year end position of each 10-Year Plan Activity is shown in the 
graph below. 

Legal 
and Policy Considerations 

11. Staff confirm that this report, complies with the Council’s legal and policy requirements.  

Wellbeing Considerations 

12. The purpose of Local Government changed on the 14 May 2019 to include promotion of the 
social, economic, environmental and cultural wellbeing of communities in the present and for 
the future (‘the 4 wellbeings’). 

13. The subject matter of this report has been evaluated in terms of the 4 wellbeings during the 
process of developing this report. 

0
1
2
3
4
5
6
7
8
9

10

Service Performance Measures 2019/20 projected year 
end position 

On track Needs action Off track Data not yet available
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Risks 

14. There are no known risks associated with this matter.  

Significance & Engagement Policy 

Significance 

15. Having considered the Significance and Engagement Policy, staff have assessed that the report 
has a low of significance.  

Engagement 

16. Community views and preferences are already known to the Council through the consultation 
process undertaken during the 2018-28 Long Term Plan.  

 

Attachments 

Attachment 1 - Service Performance Measures - Quarter One  2019-20 . 
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  Resolution to Exclude the Public 

Section 48, Local Government Official Information and Meetings Act 1987 

The following motion is submitted for consideration: 

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

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

General subject of each matter to 
be considered 

Reasons for passing this 
resolution in relation to each 
matter 

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

C1. Report on overdue debtors 
as at 31 December 2019 & 
Debt write-offs 2019/20 

 

)  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 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) 

 
  


