
Finance Committee Agenda 24 August 2021- OPEN Page 1 of 117 

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

Date: 
Time: 
Meeting Room: 
Venue: 

Tuesday 24 August 2021
10.30am
Council Chamber and Audio Visual Link 
Municipal Building, Garden Place, Hamilton

Richard Briggs 
Chief Executive 

Finance Committee
Komiti Tahua 

OPEN AGENDA 

Membership 

Chairperson 
Heamana 

Cr R Pascoe 

Deputy Chairperson 
Heamana Tuarua 

Cr Maxine van Oosten 

Members Mayor P Southgate 
Deputy Mayor G Taylor 
Cr M Bunting 
Cr M Gallagher 
Cr R Hamilton 
Cr Vacancy 

Cr K Naidoo-Rauf 
Cr A O’Leary 
Cr S Thomson 
Cr E Wilson 
Cr D Macpherson 
Maangai Vacancy 

Quorum: A majority of members (including vacancies) 

Meeting Frequency: Six weekly 

Becca Brooke 
Governance Manager 

Menetia Mana Whakahaere 

17 August 2021 

Telephone:  07 838 6727 
Becca.Brooke@hcc.govt.nz 

www.hamilton.govt.nz



Finance Committee Agenda 24 August 2021- OPEN Page 2 of 117 

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
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1 Apologies – Tono aroha 

2 Confirmation of Agenda – Whakatau raarangi take 
The Committee to confirm the agenda. 

3 Declaration of Interest – Tauaakii whaipaanga 
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 – Aatea koorero 
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 6727.  
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Committee: Finance Committee Date: 24 August 2021 

Author: Narelle Waite Authoriser: Becca Brooke  

Position: Governance Advisor Position: Governance Manager 

Report Name: Confirmation of the Finance Committee Open Minutes of 15 June 2021 

Report Status Open 

Staff Recommendation - Tuutohu-aa-kaimahi 

That the Finance Committee confirm the Open Minutes of the Finance Committee Meeting held on 
15 June 2021 as a true and correct record. 

Attachments - Ngaa taapirihanga 

Attachment 1 - Finance Committee Open Unconfirmed Minutes - 15 June 2021 
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Finance Committee 
Komiti Tahua 

OPEN MINUTES 

Minutes of a meeting of the Finance Committee held in Council Chamber, Municipal Building, Garden 
Place, Hamilton and audio-visual link on Tuesday 15 June 2021 at 9.31am. 

PRESENT 

Chairperson 
Heamana  
Deputy Chairperson 
Heamana Tuarua 
Members 

In Attendance 

Governance Staff 

Cr M van Oosten 

Cr R Pascoe 

Deputy Mayor G Taylor (exclusively via audio-visual link) 
Cr M Bunting 
Cr M Gallagher 
Cr R Hamilton (exclusively via audio-visual link) 
Cr K Naidoo-Rauf 
Cr A O’Leary (exclusively via audio-visual link) 
Cr S Thomson 
Cr D Macpherson 

David Bryant – General Manager People and Organisational Performance 
Lance Vervoort – General Manager Community  
Eeva-Liisa Wright – General Manager Infrastructure Operations  
Chris Allan – General Manager Development 
Sean Murray – General Manager Tourism, Venues and Special Events 
Tracey Musty – Financial Controller 
Iain Anderson – Capital Projects 
Maire Porter – City Waters Manager 
Julie Sanderson – Group Business Manager Growth 
Katy Nudd – Business Planning Analyst 
Liz Tuck – Corporate Planning Manager 
Matthew Bell – Financial Support Services Manager 

Becca Brooke – Governance Manager 
Narelle Waite and Tyler Gaukrodger – Governance Advisors 

1. Apologies – Tono aroha
Resolved:   (Cr Pascoe/Cr Macpherson)
That the apologies for partial attendance from Mayor Southgate, Crs Wilson, Thomson and
Gallagher are accepted.

2. Confirmation of Agenda – Whakatau raarangi take
Resolved:   (Cr Pascoe/Cr van Oosten)
That the agenda is confirmed.
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3. Declarations of Interest – Tauaakii whaipaanga
No members of the Council declared a Conflict of Interest.

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

5. Confirmation of the Finance Committee Open Minutes of 13 May 2021

Resolved:   (Cr Pascoe/Cr van Oosten)

That the Finance Committee confirm the Open Minutes of the Finance Committee Meeting held
on 13 May 2021 as a true and correct record.

Cr Naidoo-Rauf joined the meeting (9.34am) during discussion of the above item. She was present when the 
matter was voted on.  

Cr Gallagher  joined the meeting (9.36am)during discussion of the above item. He was present when the 
matter was voted on.  

6. Capital Portfolio Monitoring Report

The Capital Financial Lead introduced the report noting the report covers the period to April and
provided a verbal update concerning May results. He explained that the year-end forecast was on
track, the capitalisation process and outstanding Vested Assets, and  the emerging supply chain
risk. He the responded to the staff action of the previous meeting concerning the Capital Budget
and Capital Project deferrals.

Staff responded to questions from Members concerning Capital Project deferrals including
methodology of forecasting and Member oversight, the emergent supply chain risk including
mitigation opportunities and agile governance process, and labour shortage solutions.

Staff Action: Staff undertook to report to the Finance Committee meeting of 24 August 2021 with
further details concerning potential Capital Projects deferrals.

Resolved:   (Cr van Oosten/Cr Macpherson)

That the Finance Committee receives the report.

7. Annual Monitoring Report to 30 April 2021

The Financial Controller spoke to the noting the report covered the period to April and provided a
verbal update of forecasting results to June. She then responded to the previous staff action
concerning investment opportunities. She responded to questions from Members concerning
balancing the books and revaluations.

Resolved:   (Cr Pascoe/Cr van Oosten)

That the Finance Committee receives the report.

8. Financial Strategy Monitoring Report (Recommendation to the Council)

The Financial Controller took the report as read. She responded to questions from Members
concerning the living wage and alignment with minimum wage increases, the staff
recommendation, and the net debt and balancing of the books in relation to the draft 2021-31
Long Term Plan.
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Cr O’Leary left the meeting (11.06am) during discussion of the above item. She was not present when the 
matter was voted on.  

Staff Action: Staff undertook to provide a draft of the Financial Strategy position for Debt to 
Revenue, Net Debt and Balancing the Books graphs inclusive of the 2021-31 Long Term Plan to the 
Finance Committee meeting of 24 August 2021.  

Resolved:   (Cr Pascoe/Cr van Oosten)  

That the Finance Committee receives the report.  

That the Finance Committee recommends that the Council: 

a) approves the capital movement as identified in paragraph 21 of the 15 June 2021 Capital
Portfolio Monitoring Report;

b) approves the significant forecast adjustments as set out in paragraphs 19 and 20 of this report;
and

c) approves the revised Financial Strategy position for Debt to Revenue, Net Debt and Balancing
the Books as set out in paragraphs 22 to 24 of this report.

9. Non-Financial Service Performance Report Quarter three 2018-28 Long Term Plan

The Business Planning Analyst and the Corporate Planning Manager introduced the report noting
that there were seven measures that would not be met this year and that there were six measures
that did not have data available. Staff responded to questions from Members concerning trends
for stormwater, customer service and drinking water measures and residential section supply
measures.

Staff Action: Staff undertook to provide Members with information concerning residential section
supply.

Resolved:   (Cr Pascoe/Cr Bunting)

That the Finance Committee receives the report.

10. Resolution to Exclude the Public

Resolved:   (Cr Pascoe/Cr 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. Confirmation of the 
Finance Committee 
Public Excluded Minutes 
of 13 May 2021 

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

Section 48(1)(a) 
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The meeting went into Public Excluded session at 11.09am. 

The meeting was declared closed at 12.14pm. 

C2. Report on overdue 
debtors as at 30 April 
2021 and Debt write-offs 
2020/21 

C3. Contract 00000267/2020 
Facilities Fire Systems 
Service - Contract Award 

C4. Renewal and 
Maintenance Contract 
Awards 

C5. Technology Service 
Contract Renewal 

)  Meetings Act 1987 
) 

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 
to enable Council to carry out negotiations 

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

Item C4. to enable Council to carry out negotiations 
to prevent the disclosure or use of official 
information for improper gain or improper 
advantage 

Section 7 (2) (i) 
Section 7 (2) (j) 

Item C5. to enable Council to carry out negotiations Section 7 (2) (i) 
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Committee: Finance Committee Date: 24 August 2021 

Author: Narelle Waite Authoriser: Becca Brooke  

Position: Governance Advisor Position: Governance Manager 

Report Name: Chair's Report 

Report Status Open 

Recommendation - Tuutohu 

That the Finance Committee receives the report. 

Attachments - Ngaa taapirihanga 

Attachment 1 - Finance Committee Chair's Report - 24 August 2021 

Attachment 2 - Finance Chair's Report Attachment 1 - Three Waters Guidance for Councils 
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Committee: Finance Committee Date: 24 August 2021 

Author: Iain Anderson Authoriser: Chris Allen 

Position: Capital Financial Lead Position: General Manager 

Development 

Report Name: Capital Portfolio Monitoring Report 

Report Status Open 

Purpose - Take 

1. To inform the Finance Committee of the achievements of last three years of the Capital
Programme.

2. To inform the Finance Committee on the financial performance of the capital portfolio for the
twelve months ended 30 June 2021. The results should be considered draft as the Annual
report is subject to the audit by Audit New Zealand.

Staff Recommendation - Tuutohu-aa-kaimahi 

3. That the Finance Committee receives the report.

Executive Summary - Whakaraapopototanga matua 

4. The 2020-21 financial year is the third year of the 2018-28 LTP. Over this period Council has
delivered a significant step change in the capital programme.

5. Total capital spend over the three year period has been $589.8m.  This represents a significant
increase (130%) over the 3 years period of the previous Long-Term Plan where the capital
expenditure was $255.6m. More importantly Council has largely delivered on the capital
expectations set by the 2018-28 10 Year Plan with most projects having been completed or in
progress.

6. A report and short video have been produced reflecting on the significant projects delivered
over this period.

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

i. 30 June 2021 (24 August 2021 meeting) Annual Monitoring Report; and

ii. 30 June 2021 (24 August 2021 meeting) Financial Strategy Monitoring report.

8. The total capital expenditure for the year ended 30 June 2021 is $245.3m.

9. The value of deferrals and brought forwards for 2020-21 has increased by $7.4m to $55.3m.
These budgets will be carried forward into the new 2021-31 Long Term Plan and incorporated
into the already approved budget.

10. Further savings of $3.3m have been identified, bringing the year-to-date amount to $9.4m. The
annual impact on the operating position of these savings is approximately $300k.
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11. Capital work in progress (WIP) is $443.7m, within this amount is $60.5m of assets that are in
service but have not yet been capitalised. These assets have been unable to be capitalised by
the 30 June 2021. To negate the impact on the operating result an estimate of the depreciation
amount and been made and is reflected in the Annual Monitoring Report 30 June 2021.

12. Four projects across the portfolio have been flagged as having a risk(s) that is being brought to
the attention of the Finance Committee. Risks are generally considered to be associated with
cost, timing, or scope.

13. Two portfolio risks have been identified:

i. a significant portfolio risk for 2021/31 is emerging relating to supply chain issues for
materials caused by global and national demand and transport logistics; and

ii. the 2021-24 National Land Transport Programme will not be confirmed until early
September 2021. The 2021-31 Long Term Plan assumed certain co-funding from Waka
Kotahi NZTA. If these funding assumptions are not realised staff will report back with
impacts of deliverability and financial strategy.

14. Staff consider the matters to be of low significance and that the recommendations comply
with Council’s legal requirements.

Discussion – Matapaki 

Programme Summary and Significant Highlights 

15. The following definitions are relevant:

i. Portfolio: refers to the total organisational capital work budget for 2020-21. As per the
approved Annual Plan the portfolio is $302.8m. This is subsequently modified through
the Forecast;

ii. Programme: refers to the eight programmes that are referred to in this report, which
when added together equal the portfolio; and

iii. Project: refers to the individual project under a particular programme. These projects
may have funding from multiple activities and occur across multiple years.

16. Attachment 1 is the Looking Back report, highlighting significant achievements.

17. Attachment 2 is a summary table of changes to the 2020-21 capital expenditure and capital
revenue. This table tracks the changes approved at each Finance Committee meeting
throughout the year.

18. Attachment 3 is a full capital project listing. This reports the overall capital budget for the
2020/21 financial year. It tracks the budget changes from the approved 10 Year plan through
to the approved Annual Plan and then the budget changes through to the current forecast
position for the year ended 30 June 2021.

19. Please note that we have not provided the overall portfolio summary or the 8 individual
programme sheets due to providing the looking back overview. Projects that have been
assessed as having a risk attached are still included, refer paragraph 45-48.

Capital Expenditure Forecast Groups 

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

i. Deferrals and Brought Forwards:   These are approved budgets where a timing change
has been identified. The timing change is either, a deferral, where the budget is moved
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out to a future year or a brought forward where the future budget is brought forward to 
the current year;  

ii. Capital Savings:  these are permanent reductions in the budget. The savings are tied
back to the Organisation savings targets established by the CE at the start of the 2018-28
10YP; and

iii. Other Changes:  these are new budgets that either did not previously exist or is an
amendment to an existing approved budget.

21. These three types apply to all assets except the Renewals and Compliance Programme.

Renewals and Compliance 

22. This programme has been managed as a 3-year programme. This has proven to be successful in
managing the renewals programme across a large and diverse range of assets. It has also
allowed new projects to be accommodated within the financial envelope.

23. Over the past three years the total budget was $210m, actual spend was $197m. The
difference is $12.4m, this amount has been requested as a deferral to allow completion of the
projects that were contractually committed without using budget for the new LTP.

24. Rather than return savings, additional projects to the value of $17.6m have been undertaken
during the 3 years without the need to request additional budget.

Looking Back 

25. Over the past three years total capital expenditure was $589.8m, this is a significant
achievement over the previous three-year period where the total capital expenditure was
$255.6m.

26. Staff have prepared a report highlighting some of the notable achievements and this is
contained in Attachment 1. A video has also been produced and this will be played during the
Finance Committee meeting.

Capital Expenditure and Revenue Actual 

27. The actual capital expenditure for the year ended 30 June 2021 is $244.0m ($190.8m). The
amount in the brackets is the comparative from the previous financial year.

28. The actual capital revenue for the year ended 30 June 2021 is $73.0m ($42.4m). The amount in
the brackets is the comparative from the previous financial year.

Capital Forecast 

29. This section only includes changes since the previous report to the Finance Committee on 15
June 2021.

30. The following table starts with the opening forecast as per the previous Finance Committee
meeting and shows the additional movements through each area.

 

31. A summary table with all changes made this financial year is contained in Attachment 2. This
table starts with the approved budget as per the 2020-21 Annual Plan and moves through the
changes disclosed at each Finance Committee meeting.

Expenditure Revenue

Forecast Budget as at 30 April 21 256,492 62,046

less Deferrals & b/fwds (7,387) 0

less Savings (3,307) 0

less Changes (1,830) 0

Forecast Budget as at 30 June 2021 243,968 62,046
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32. A full capital schedule is contained in Attachment 3.  This listing follows the same layout as the
approved 2020-21 Annual Plan. It tracks the approved changes for the original 2018-28 10-Year
Plan through to the current forecast position.

Capital Deferrals 

33. Deferrals are largely classified as either re-phasing or delay.

I. Re-phasing - 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 staff have 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 20-21
due to third party issues outside Council control, the more usual reason being that a
developer is not ready to partner with Council as anticipated when the 2018-28 10-Year
Plan was developed.

34. The net value of deferrals and brought forwards for the 2020-21 financial year has increased by
$7.4m, the total value for the financial year is now $55.3m. This is less than the $65m that was
previously reported to the Finance Committee.

35. In addition to the 2020-21 net deferrals there are a further $15.1m from prior years. This
brings the total net deferrals to $70.5m being carried over into the 2021-31 Long-Term Plan
period.  Currently these deferrals are programmed for 2021-22 (Year 1) - $50.3m and 2022-23
(Year 2) - $20.2m.

36. For future Monitoring reports greater emphasis will be place on tracking both the deferrals
and brought forward projects in relation to the financial years that are affected. This will give
better visibility of the impact on deliverability and the financial strategy.

Capital Savings 

37. The Cost Saving Report from the 2018-28 10 Year Plan identified a capital savings target for
2020-21 of $14.2m. The impact of this amount on the savings targets is the consequential
savings in interest and depreciation. In other words, by not spending there is no depreciation
and no interest expense.

38. Further savings of $3.3m has been identified. This brings the total to $9.4m. This equates to
approximately $300K in reduced depreciation and interest.

Work in Progress (WIP) 

39. The total value of WIP as at 30 June 2021 is $443.7m, inclusive of vested assets.

40. The breakdown by status is:

i. Current - $383.2m (86.0%): this is legitimate WIP and reflects the assets that cannot be
capitalised until they are complete and in use; this category includes; and

ii. Outstanding $60.5m (14.0%): these are assets are in service, but the capitalisation
process has not yet been completed.  This group is treated with priority. Depreciation is
applicable but not yet charged.

41. As reported previously, WIP is simply an accounting disclosure of capital expenditure. It
reflects fixed assets that are not yet fully operational. Until they are complete and operational
the expenditure remains classified as WIP. However, once the asset is fully operational it is
required to be capitalised, it is at this point the depreciation begins.
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42. Therefore, the focus is the WIP amount that is classified as outstanding. It is this balance that
was getting priority to resolve before the end of the financial year. In the meantime, to ensure
that we do not understate the amount of depreciation an assessment has been made and
recorded as an expense on the Statement of Comprehensive Revenue and Expense.

43. Throughout the year we have reported that the priority was to reduce the outstanding to an
acceptable level. At $60.5m this is considered high and is why a desk top calculation has been
posted to reflect the depreciation. It is expected that Audit New Zealand will focus on the
underlying processes during the 2021 Annual Report audit.  Regardless through the
Development Group the Internal Auditor is leading a project in conjunction with the Asset
Centre of Excellence office. This will ensure an enduring cross organisation approach and the
output will be reported through the Strategic Risk and Assurance Committee.

Project Risks - update 

44. The following projects have been identified which currently have a significant risk profile which
is being closely monitored and managed. The only change since the last report is that the
Newcastle Water Reservoir and Supply Network Upgrade has been removed in accordance
with the contract award report as presented to the Infrastructure Operations Committee on 8
June 2021.

Wairere Drive Extension – Cambridge to Cobham 

45. Timing and costs risks. This is a large complex contract with a number of significant risks that
need monitoring and managing, as such this project will remain orange throughout the
construction period. The significant remaining risks include bridge structure works, traffic
management, contract time costs and construction cost escalation – as this contract is subject
to contract cost fluctuation adjustments.

Te Awa Cycleway Extension 

46. Timing risk. The project has an estimated completion date of December 2021 in accordance
with other sections of the overall Te Awa route. Construction is underway however delivery
timeframes are tight. Staff are working closely with the contractor to monitor progress and
regularly review forecast timeframes to completion.

Rototuna Village Transport – Stage 1 

47. Timing and costs risk. The first stage of the Rototuna Village transport network was planned to
be the extension of Turakina Rise through to Bourn Brook Ave which was originally planned to
be constructed by mid-2021, however due to the National Policy Statement on Freshwater
project commencement has been delayed as staff work with Regional Council to ensure
compliance. A further update on the Rototuna Village programme is provided in the project
update report to this Committee meeting.

Ruakura Road Urban Upgrade 

48. Construction of this major project is underway including significant traffic management and
staged road closures over the second half of the 2021 year. Implementing closures on this
section of the network is essential to deliver the upgrade works safely and efficiently – and
closures are now in place. Staff are actively monitoring the network and working to implement
improvements where possible to mitigate delays and disruption.
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Portfolio Risks 

Shortage and cost escalation of construction materials 

49. A potentially significant portfolio risk is emerging relating to construction material and supply
chain pressures. The risk is caused by both the national and international demand for certain
materials as well as significant delays and increased costs of international freight. The risk
consequences are project delays and escalating cost.

50. Discussions with our contractors indicate recent shortages and/or significant cost escalations
for certain products such as steel, concrete, pipes, fittings, bitumen, and glass to name a few.

51. Staff are monitoring this risk carefully in conjunction with construction industry skills and
labour shortages - and will provide further updates in subsequent reports to this Committee
and to the Strategic Risk and Assurance Committee.

52. The risk is very likely to put pressure on budget adequacy to deliver projects over the next few
years. While this risk is further dimensioned, risk analysis on each project around supply issues
prior to committing to physical works procurement and contracts will be undertaken and
reported to Council if necessary.

Confirmation of Waka Kotahi NZTA funding in the 2021-24 National Land Transport Programme 

53. Within the HCC 2021-31 Long Term Plan (LTP) a number of projects have been budgeted
assuming co-funding from Waka Kotahi NZTA.

54. Waka Kotahi NZTAs budgeted programme will be incorporated in the 2021-24 National Land
Transport Programme (NLTP), which is due to be confirmed in early September 2021.

55. Waka Kotahi NZTA have advised that funding in this upcoming NLTP is highly constrained and
there is a significant risk that funding may not be available for projects which HCC have
requested co-funding.

56. Key projects in our LTP which are subject to Waka Kotahi funding approvals include Borman
Road Extension, Eastern Pathways (School Link and University Link), Transport Centre Upgrade,
Biking and Micro mobility Programme, Ward Street Upgrade, Central City River Bridge and
programmes of minor improvements.

57. Following the above-mentioned confirmation of the NLTP, a further report will be provided to
the Committee to update on funding decisions and seek direction regarding any unfunded
projects.

Legal and Policy Considerations - Whaiwhakaaro-aa-ture 

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

Wellbeing Considerations - Whaiwhakaaro-aa-oranga tonutanga 

59. 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’).

60. 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.

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

62. 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 

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

Environmental 

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

65. 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.

66. Across the portfolio several works projects and programmes are specifically focussed on
enhancing Hamilton’s natural environment or ensuring effects of city development are not at
the detriment of the natural environment.

Cultural 

67. Across the portfolio, engagement and partnership with iwi is 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. This is particularly in regard to
alignment with objectives of the Waikato Tainui Environmental Plan – Tai Tumu Tai Pari Tai Ao.

Risks - Tuuraru 

68. There are no known risks associated with the recommendations in this report.

Significance & Engagement Policy - Kaupapa here whakahira/anganui 

Significance 

69. 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.

Engagement 

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

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

Attachments - Ngaa taapirihanga 

Attachment 1 - A Look Back.... 

Attachment 2 - Budget Summary Table 

Attachment 3 - Full Capital Project Listing 
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Committee: Finance Committee Date: 24 August 2021 

Author: Tracey Musty Authoriser: David Bryant  

Position: Financial Controller Position: General Manager People and 

Organisational Performance 

Report Name: Annual Monitoring Report to 30 June 2021 

Report Status Open 

Purpose - Take 

1. To inform the Finance Committee on Council’s financial performance for the twelve months
ended 30 June 2021.

Staff Recommendation - Tuutohu-aa-kaimahi 

2. That the Finance Committee receives the report.

Executive Summary - Whakaraapopototanga matua 

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

i. 30 June 2021 (24 August 2021 meeting) Capital Portfolio Monitoring Report

ii. 30 June 2021 (24 August 2021 meeting) Financial Strategy Monitoring Report

4. This report is based on the draft financial statements at 30 June 2021. Audit NZ commenced
review of Council’s financials on 9 August 2021 and figures may be subject to change during
the audit period.

5. The 30 June 2021 draft financial results show a positive variance of $76.2m against the annual
budget and a favourable variance in the balancing the books result of $7.1m against the annual
budget.

6. There is a positive result in fees and charges, due to increased consenting, an increased
number of visitors to Council’s visitor destinations and increased H3 event activity. The
2020/21 budget also included an assumption that Council facilities would remain at Covid-19
level 2 until December 2020. Revenue budgets were adjusted accordingly.

7. Development Contribution (DC) revenue is favourable against budget. The domestic housing
market bounced back after the Covid-19 slowdown which meant DCs returned a favourable
variance against budget of $5.6m.

8. Additional operational revenue received offsets the overspend in expenditure across projects
such as the Te Awa cycleway remediation, and in planning, where fees and charges offset
increased expenditure on personnel and consultants.

9. Unbudgeted water reform stimulus projects, funded by the Department of Internal Affairs
(DIA), is offset by the additional expenditure.
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10. An increase in personnel costs, as a result of the Te Awa Cycleway remediation, is offset by the
increased operational contributions from the Ministry of Business, Innovation and Employment
(MBIE).

11. A key area to note is the favourable result in administration expense. $12m of the Waikato
Regional Theatre grant has been re-phased to years 2022 and 2023 as part of the 2021-2031
Long Term Plan.

12. Depreciation is favourable against budget due to a variance of $1.5m as a result of a delay in
the completion of the transportation revaluation.

13. Finance costs are favourable to budget due to the impact of reduced interest rates and the fact
that debt is lower than budgeted. A saving of $4.5m was realised in this area.

14. The annual revaluation on investment property has resulted in a gain in fair value of $9.7m.
This is in line with favourable financial movements in the market and increased demand for
commercial and development land.

15. Council’s treasury position is favourable. This has reduced the need for further borrowing and
debt remains well below budget. This is a result of the favourable cash position held at the end
of the last financial year and the increase in the DC and fees and charges area.

16. Council’s fixed rate hedging at 30 June 2021 is 44%. Council is well hedged after executing its
deferral strategy in 2020. PwC Treasury Advisors recommend that Council remains patient and
allows hedging to reduce by attrition.

17. Council saw a gain of $22.6m on the revaluation of swaps at 30 June 2021. This is not a cash
gain, but rather an accounting/book entry and reflects the market swap rate movement as
reflected in Attachment 3.

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

Discussion - Matapaki 

Operating Results 

The accounting results 

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

20. The accounting result for the twelve months ended 30 June 2021 is a surplus of $142.2m. This
is $76.2m favourable against the budget surplus of $66m.

Accounting Result 

YTD Actual Budget Variance 

$142.2m $66m $76.2m 
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Balancing the books result 

21. The balancing the books result for the twelve months ended 30 June 2021 is $2.7m. This is
$7.1m favourable against a budget deficit of $4.4m.

Balancing the Books 

YTD Actual Budget Variance 

$2.7m ($4.4m) $7.1m 

The graph below illustrates a YTD actual to YTD budget movement during the year on the 
balancing the books result.  It shows that, since December 2020, Council’s everyday YTD 
revenues was sufficient to cover the everyday YTD expenditures. 

Understanding material variances 

22. The Statement of Comprehensive Revenue and Expense is contained in Attachment 1.

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

24. 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. Total Operating Revenue is $12.9m favourable to the annual budget.



Finance Committee Agenda 24 August 2021- OPEN Page 76 of 117 

Ite
m

 8
 

Bar graph is YTD: axis values on the right-hand side Line graph is monthly: axis values on the left-hand side 

26. Fees & Charges contributed the largest share of the favourable variance in Operating Revenue
and exceeds budget by $14.3m.

The bar chart compares Last Year to Date Actuals (LYTD Actuals), Year to Date Actuals (YTD Actuals) and Year To Date Budgets (YTD 
Budgets). These values are reflected on the vertical axis to the right-hand side. The line chart above compares This Year Actuals (TY 
Actuals) and Last Year Actuals (LY Actuals) at each month. These values are reflected on the vertical axis to the left-hand side. 

27. At 30 June 2021, the actual for fees & user charges was $32m which tracked above budget by
$7.1m (above last year actuals by $2m). This favourable result is due to increased event activity
in Venues, Tourism and Major Events and attractive visitor numbers at Council’s visitor
destinations. Revenue from building consents has remained consistent despite an anticipated
downturn as reflected in the budget.

28. Operating contributions provided $6.2m towards the favourable variance in Fees & Charges.
This is due to an unbudgeted grant received from the MBIE for the shovel ready project
upgrade of the Te Awa Cycleway. This revenue offsets the cost of the project as the
expenditure is incurred. Funds received from the DIA are also included, and offset expenditure
on the water reform stimulus projects. Operating contributions from Waka Kotahi for
Innovating Streets projects are also included in the contributions amount and is offsetting
expenditure.

29. Other Revenue is unfavourable by $1.3m.  The unfavourable variance in the fair value HIF loan
adjustment of $2.9m is largely offset by a favourable variance in insurance claims received of
$0.9m and rental income of $0.4m and petrol tax income of $0.2m.

30. During the year the infringement & fines revenue tracked below budget due to the Covid-19
delayed start (October 2020) of the issuing of traffic infringements fines.  The actual for
infringement & fines at 30 June 2021 was $1.4m. This was slightly favourable to budget and
last year actual by year-end.
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 31. Please refer to the activity statements (Attachment 2) for material variance explanations.

Capital Revenue 

32. Total Capital Revenue is $20.9m favourable to budget.

33. DCs exceeded budget by $5.6m. Large developments (especially residential subdivisions and
non-residential) do not pay required DCs in a smooth, linear fashion but in large amounts when
development milestones are met.

34. Capital subsidies and contributions exceeded budget by $14.3m. Projects attracting Waka
Kotahi subsidies have progressed faster than anticipated and resulted in a favourable variance
to budget of $3.7m. The favourable variance in capital contributions of $10.3m is due to Waka
Kotahi contributing to the construction cost of the Hamilton Ring Road, DIA funding for water
reform stimulus projects and Council receiving capital contributions for the instalment of new
water and wastewater connections.

35. Vested assets exceeded budget by $1m.

36. 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 2018-28 10-Year Plan to support the annual vested assets
budget.

Asset class YTD Actual 

$000 

Annual 
Budget 

$000 

Life Range 
(Years) 

Estimated 
Annual 

Depreciation 

$000 

Wastewater 2,651 3,287 15-100 33 

Stormwater 4,651 5,508 30-100 58 

Water Supply 1,476 1,920 50-80 18 

Roading 9,379 21,764 12-140 188 

Parks and Recreation 445 - - 

   Land – Under Roads 9,966 - - 

   Land – Recreation Reserve 1,154 - - 

   Land - Infrastructure 3,762 - - 

Total 33,484 32,479 297 

37. Through the 2018-28 10-Year Plan, increased funding was made available for maintenance on
new vested assets for three waters and transportation activities.  The nature of vested
infrastructure assets are that they have a long useful life and generally do not require
significant direct maintenance in the first 10 years of operation.
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Operating Expenditure 

38. Total Operating Expenditure exceeded budget by $5.2m. Favourable variances in
Administration Expenses, Finance Costs and Depreciation offset unfavourable variances.
Unfavourable variances are due to Personnel Costs, Operating & Maintenance Costs and
Professional Costs as explained below.

39. Personnel Costs are unfavourable to budget by $4m. This is mainly due to recruitment and
other personnel costs being unfavourable to budget by $1.9m. Staff remuneration budgets of
$0.5m relating to the Te Awa Cycleway project is offset by funding received from the MBIE.
Staff remuneration and training development budgets are favourable to budget by $1.3m.

40. Operating & Maintenance Costs are unfavourable to budget by $6.7m. Increased expenditure
on contractors as reflected:

41. Contractors and service providers contributed an actual of $46.1m for the year. This is $4.3m
unfavourable against a budget of $41.8m. This is due to additional reactive maintenance work
in water services, increased cost of transportation maintenance works and building
maintenance required on Council buildings. Unbudgeted expenditure incurred on the Te Awa
Cycleway remediation and water reform stimulus projects, which is funded by the MBIE and
DIA. This is offset by the revenue as mentioned in paragraph 27.

42. Professional Costs are unfavourable to budget by $2.4m. Part of this consists of an overspend
in the Planning Guidance Unit related to an increase in workload. This is offset by an
underspend in personnel costs in Planning & Development. Unbudgeted water reform stimulus
projects make up $2.4m of the spend to date. This is offset by contributions received from the
DIA.

43. Please refer to the activity statements (Attachment 2) for material variance explanations.
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Gains and Losses 

44. The 30 June 2021 adjustment on non-cash revaluation of Council’s Financial borrowing
instruments resulted in a $22.6m gain. See Attachment 3 for swap interest rate movement.

45. Loss on Property, plant and equipment is $5.4m for this financial year.  The losses are due to
the tidying and improvement of asset management systems for revaluation purposes, and
existing assets being replaced due to development requirements.

Treasury Management 

46. Council’s compliance with its treasury policy measures at 30 June 2021 is as follows:

Counterparty credit risk max $75m per bank Achieved 

Liquidity ratio min 110% 120% 

Funding maturity 

0 - 3 years 15% - 60% 46% 

3 - 5 years 15% - 60% 20% 

5 years + 10% - 60% 34% 

Fixed rate debt maturity All years Within annual parameters Achieved 

Interest Rate Risk Management 

47. 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.

48. At 30 June 2021 Council’s fixed rate hedging is 44%. This falls within our debt interest rate
policy parameters which requires a minimum fixed rate of 40% and a maximum fixed rate of
95%.

49. Our gross cost of funds over a 12-month rolling average is 2.2%.

Debt and Cash Investments 

50. The Debt Forecast and the Debt to Revenue ratio form part of our Financial Strategy and is
addressed within the Financial Strategy Monitoring Report.

Treasury Performance 

Actual Annual Budget Variance 

Cash Investments $62.5m $86.1m ($23.6m) 

Total External Debt $528.7m $716.8m ($188.1m) 

Finance Cost on Borrowings $12.2m $14.6m ($2.4m) 

Legal and Policy Considerations - Whaiwhakaaro-aa-ture 

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

Wellbeing Considerations - Whaiwhakaaro-aa-oranga tonutanga 

52. 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’).
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53. The subject matter of this report has been evaluated in terms of the 4 wellbeings during the
process of developing this report.

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

55. Economic wellbeing is managed through the efficient monitoring of Council’s financial results.
Diligent management of Council’s budget and regular review of forecasts is required to ensure
Council is operating effectively and policy compliance is met.

56. The environmental, social and cultural wellbeings are not directly impacted by the annual
monitoring report. However, the efficient review and management of Council’s financial
position supports the wider business in their delivery of key objectives that enhance these
wellbeings.

Risks - Tuuraru 

57. There are no known risks associated with the decisions of this report.

Significance & Engagement Policy - Kaupapa here whakahira/anganui 

Significance 

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

Engagement 

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

Attachments - Ngaa taapirihanga 

Attachment 1 - Statement of Comprehensive Revenue and Expense 

Attachment 2 - Council Activities 

Attachment 3 - Treasury Position 
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Committee: Finance Committee Date: 24 August 2021 

Author: Candice Swanepoel Authoriser: David Bryant  

Position: Business Performance 

Accountant  
Position: General Manager People and 

Organisational Performance 

Report Name: Financial Strategy Monitoring Report 

Report Status Open 

Purpose - Take 

1. To inform the Finance Committee on the status of the 2018-28 10-Year Plan Financial Strategy
at 30 June 2021.

2. To seek a recommendation from the Finance Committee that the Council approves the capital
movement as set out in the Capital Portfolio Monitoring Report and the significant forecast
adjustments as set out in the Annual Monitoring Report.

Staff Recommendation - Tuutohu-aa-kaimahi (Recommendation to the Council) 

3. That the Finance Committee receives the report.

4. That the Finance Committee recommends that the Council:

a) approves the capital movement as identified in paragraph 30 of the 24 August 2021 Capital
Portfolio Monitoring Report;

b) approves the significant forecast adjustments as set out in paragraphs 19 and 20 of this
report; and

c) approves the revised Financial Strategy position for Debt to Revenue, Net Debt and
Balancing the Books as set out in paragraphs 22 to 24 of this report.

Executive Summary - Whakaraapopototanga matua 

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

i. 30 June 2021 (24 August 2021 meeting) Annual Monitoring Report; and

ii. 30 June 2021 (24 August 2021 meeting) Capital Portfolio Monitoring Report.

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

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

i. debt to revenue is 149% and favourable against a budget of 229%;

ii. net debt is $499M and favourable against a budget of $684M; and

iii. balancing the books is $3M and favourable against a budget of ($4M).
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8. Staff consider the matters in this report have low significance and that the recommendations
comply with Council’s legal requirements.

Background - Koorero whaimaarama 

Financial Strategy 

9. One key goal of the 10-Year Plan Financial Strategy is to maintain or better the balancing the
books result, so the need to borrow to fund everyday expenses is eliminated. Not borrowing to
fund everyday expenses maintains Council’s borrowing capacity to fund investment in
community and infrastructure initiatives.

10. 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; and

e) fund investments from debt.

11. The key outcomes are:

a) balancing the books in 2023/24 (this was updated in the 2020/21 Annual Plan);

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

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

Significant Forecasting assumptions 

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

13. The following forecasting assumptions directly impact the Financial Strategy:

a) Growth: 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;

b) Interest on borrowing; and

c) Inflation: forecast by Business and Economic Research Ltd (BERL) under contract to
Taituarā (formerly 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.

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

Financial Strategy Significant Forecast Adjustments 

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

16. 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; and

d) recommendations by other Council Committees to the Council, that are not yet approved.
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Discussion - Matapaki 

17. Significant forecasting adjustments since the 15 June 2021 Council meeting, outlined below, as
compared to the 10-Year Plan budget.

18. Numbers in brackets represent an adverse outcome.

19. Capital revenue, capital savings, re-phasing, and delay deferrals from 2020/21 to future years
as detailed in the Capital Portfolio Monitoring Report, paragraph 20.

Capital Adjustments – Financial Strategy Impact 

$000 2021 2022 2023 2024 2025 2026 2027 2028 

Balancing the Books 1,133 1,189 1,248 1,309 1,343 1,408 1,476 1,547 

Net Debt 24,114 25,303 26,551 27,860 29,203 30,612 32,088 33,635 

20. Favourable adjustments to operating revenue and expenditure as detailed in Attachment 2 of
the Annual Monitoring Report.

Operating Adjustments – Financial Strategy Impact 

$000 2021 2022 2023 2024 2025 2026 2027 2028 

Balancing the Books 6,087 176 185 194 199 208 218 229 

Net Debt 3,569 3,745 3,930 4,123 4,322 4,531 4,749 4,978 

Financial Strategy Graphs 

21. The following graphs show the 10-Year Plan budgets, annual plan forecast, the total of all
Council approved changes listed in Attachment 1 and the significant forecast adjustments as
set out in paragraph 19 and 20. These significant forecast adjustments are subject to decision
by the Finance Committee or Council.

Debt to Revenue 

22. The Debt to Revenue graph includes all adjustments identified in this report and shows that
debt to revenue of 149% is favourable against the 10-Year Plan budget of 229%.
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Net Debt 

23. The Net Debt graph shows a decrease in net debt against the 10-Year Plan. Net debt for
2020/21 is $499M.

Balancing the Books 

24. The 2020/21 balancing the books result is $3M and is favourable against a budget of ($4M).

Risks to the Financial Strategy 

25. The debt to revenue margin on debt capacity has retained the resilience that has built up since
the national lockdown period. Annual plan budgets for 2020/21 included the anticipated
impacts of Covid-19 which have not been as severe as expected.  It should be considered in the
context of the extent of change that has occurred already since the plan was adopted, the
impact on expected revenue and the amount of spending that occurred.

Emerging Issues 

26. The Annual and 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.
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Legal and Policy Considerations - Whaiwhakaaro-aa-ture 

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

Wellbeing Considerations - Whaiwhakaaro-aa-oranga tonutanga 

28. 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’).

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

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

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

Risks - Tuuraru 

32. There are no risks associated with the recommendations in this report, noting the
recommendations are based on decisions that have been made in the context of assumptions
that may change.

Significance & Engagement Policy - Kaupapa here whakahira/anganui 
Significance 

33. 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 

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

Attachments - Ngaa taapirihanga 

Attachment 1 - Register of Significant Forecast Changes 
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 Committee: Finance Committee Date: 24 August 2021 

Author: Cory Lang Authoriser: Blair Bowcott  

Position: Building Control Manager Position: General Manager Growth 

Report Name: Weathertight Annual Update 

Report Status Open 

Purpose - Take 

1. To inform the Finance Committee on the current status and provision for weathertight claims.

Staff Recommendation - Tuutohu-aa-kaimahi 

2. That the Finance Committee receives the report.

Executive Summary - Whakaraapopototanga matua 

3. There has been a considerable change to Council’s weathertight claims position since staff last
reported to the Finance Committee of 11 August 2020  [Agenda, Minutes].

4. One weathertight claim has been settled and two have been actively progressed in the
previous 12 months.

5. We are currently awaiting a decision from the Hamilton High Court for one of these claims and
the other is due to be heard for the second time in the Weathertight Homes Tribunal.

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

Background - Koorero whaimaarama 

7. The Building Act 1991 changed building controls from a prescriptive system to a more
performance-based regime and as a result, some timber-framed buildings constructed
primarily between 1994 and 2004 were subsequently found to have weathertightness issues.

8. As awareness of the issue of ‘leaky buildings’ grew, the scale and scope of the damage started
to become apparent; legislation was quickly introduced to provide some redress and
assistance to the owners of these buildings.

9. The Weathertight Homes Resolution Services Act 2002 was first introduced to provide faster
and more flexible legal options and assistance. This was followed several years later by the
Weathertight Homes Resolution Services Act 2006 (WHRS) which streamlined and refined the
earlier process.

https://www.hamilton.govt.nz/AgendasAndMinutes/Finance%20Committee%20-%20Open%20Agenda%20-%2011%20August%202020.pdf
https://www.hamilton.govt.nz/AgendasAndMinutes/Finance%20Committee%20Confirmed%20Open%20Minutes%20-%2011%20August%202020.pdf
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10. The key features of WHRS are:

i. new criteria to be eligible for mediation and adjudication services;

ii. a new Weathertight Homes Tribunal to undertake adjudications; and

iii. new assessment reports that focus on the eligibility of claims.

11. WHRS provides assessment, evaluation, mediation and adjudication services to homeowners.

12. The eligibility criteria in order to establish a claim is:

i. the dwelling must have been built or subject to alterations and a claim lodged within
10 years of the Code Compliance Certificate being issued;

ii. the dwelling is a leaky building; and

iii. damage to the dwelling has resulted due to it being a leaky building.

13. The assessor’s report is then provided to an evaluation panel which considers the report and
decides whether, in the panel’s opinion, the claim is eligible to proceed further; to mediation
or adjudication.

14. Hamilton City Council has only four claims remaining under the WHRS, one of which is
currently before the Tribunal; all other Weathertightness claims are filed through the High
Court.

15. Owners of leaky homes face significant financial and emotional stress as a result of having to
deal with the situation they find themselves in. Many people do not have the resources to
repair their dwellings and find themselves caught in a litigation process which is expensive and
very time consuming. Meanwhile, they live in homes that continue to deteriorate.

Discussion - Matapaki 

16. A financial provision for all weathertight claims is in place and is updated on an annual basis.

17. The estimated settlements are calculated based on the quantum claimed (if known) and
Council’s likely exposure. Estimates are subject to change throughout the management of the
claim to resolution. Specific case management of each claim is undertaken to minimise the
Council’s exposure and settlement.

18. The provision for the 2021/22 financial year has been updated and split based on the claim
type to differentiate between weathertight claims and building defect claims.

19. A summary of the Building Unit Claims 2021/22 provision totalling $3.006m is provided in the
table below.

Weathertight Claims as at 01 July 2021 
Claim Type Number of Claims ($000) 

Commercial Claims 1 500 

Dormant Claims 3 250 

Active Claims 3 1,756 

Building Defect Claims as at 01 July 2021 
Claim Type Number of Claims ($000) 

Active Claims 2 500 

Total estimated settlements 3,006 

20. The number of Building defect/Weathertight claims has reduced since the August 2020 report.
Two claims have been settled and one has been withdrawn through the WHRS.

21. This leaves four remaining WHRS claims with one active and three dormant. The remaining
three weathertight claims are filed through the High Court.
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Financial Considerations - Whaiwhakaaro Puutea 

22. As noted earlier in the report, a financial provision for weathertight claims and building defect
claims is in place totalling $3.006M.

23. The financial implications of this matter are as follows:

i. Council has some financial exposure due to “joint and several liability” provisions in
law. Councils have been left in the position where the primary contributors to the
weathertightness issue, being contractors and developers, have been able to wind up
their companies and avoid contribution. This has meant that in some cases councils
have had to absorb a greater share of the monetary contribution to the homeowner.

ii. Costs are minimized as much as possible where a small number of experienced staff
and experts are actively engaged in managing each claim.

Legal and Policy Considerations - Whaiwhakaaro-aa-ture 

24. Staff confirm that this matter complies with Council’s legal and policy requirements and the
relevant legislation.

Wellbeing Considerations - Whaiwhakaaro-aa-oranga tonutanga 

25. 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’).

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

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

28. There are no known social, economic, environmental or cultural considerations associated with
the recommendations of this report.

Risks - Tuuraru 

29. In terms of current legal and financial risk, these claims are mitigated through the utilisation of
subject matter experts and active case management processes, which we continue to monitor
on a regular basis. Future claims cannot be determined but Hamilton City Council has a small
number of claims in comparison to the other metro councils.

30. The number of claims for all councils is detailed on the Ministry of Business, Innovation and
Employment website. These can, in some cases, reflect a greater number of claims due to
delay in notification of settled claims.

Number of Weathertight Claims Comparison for Metro Councils as at 30 June 2021 

Metro Council Number of Individual 
Household Unit Claims 

Number of Actual Claims 

Auckland City Council 1386 220 

Christchurch City Council 31 26 

Hamilton City Council 13 4 

Tauranga City Council 19 10 

Wellington City Council 104 19 
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Significance & Engagement Policy - Kaupapa here whakahira/anganui 

Significance 

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

Engagement 

32. Given the low level of significance determined, no engagement is required.

Attachments - Ngaa taapirihanga 
There are no attachments for this report. 
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 Committee: Finance Committee Date: 24 August 2021 

Author: Rebecca Whitehead Authoriser: Lance Vervoort  

Position: Business and Planning 

Manager  
Position: General Manager Community 

Report Name: Zoo Waiwhakareke Entry Precinct Stage 1B - Project Funding Options 

Report Status Open 

Purpose - Take 

1. To inform the Finance Committee on the outcome of external funding applications for Zoo
Waiwakareke Stage 1B.

2. To seek approval from the Finance Committee to proceed with the construction of Zoo
Waiwhakareke Entry Precinct Stage 1B in line with Option 3.

Staff Recommendation - Tuutohu-aa-kaimahi 

3. That the Finance Committee:

a) receives the report;

b) approves the completion of the full scope of Zoo Waiwhakareke Entry Precinct stage 1B
as set out in the staff report;

c) approves a reduction in expected external revenue for stage 1B of $1,170,000 in
2021/2022; and

d) notes that the corresponding external revenue expectation of $1,170,000 will be planned
for the zoo animal enclosure in 2026/2027.

Executive Summary - Whakaraapopototanga matua 

4. The Zoo-Waiwhakareke Entry Precinct project develops shared public facilities and strong links
between the Hamilton Zoo and Waiwhakareke Natural Heritage Park, two of Hamilton City’s
key destinations.

5. The 2019/20 Annual Plan approved a phased approach to the construction of the Entry
Precinct project and approved funding for Stage 1 was $8.6M with $1.8M to be found through
external funding.

6. Stage 1A is advancing on schedule and is currently tracking under budget.

7. The Stage 1B works have been included in the current contact as Separable Portions meaning
that they can be instructed under the contract once funding is confirmed.

8. There is an urgency to instruct the works to obtain pricing efficiencies and to take advantage of
the tendered prices, noting the risk of escalating material costs in the current environment.
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9. Construction of Stage 1B is currently reliant on achieving the external funding targets. To date
only $630K of the $1.8M external funding target has been achieved.

10. A decision is required on whether to progress stage 1B in line with the current 1A construction
or to pause and deliver later when external funding/capital revenue is achieved.

11. The report outlines three options for the delivery of stage 1B. Staff recommend Option 3 – that
Stage 1B is completed now and that the external funding/capital revenue target is transferred
to another Zoo project.

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

Background - Koorero whaimaarama 

13. The Zoo-Waiwhakareke Entry Precinct project develops shared public facilities and strong links
between the Hamilton Zoo and Waiwhakareke Natural Heritage Park, two of Hamilton City’s
key destinations.  In combination these sites will create a premier conservation destination
within the city.

14. The Council’s approval in the 2019/20 Annual Plan for a phased approach to the construction
of the Entry Precinct project in three separate stages created a way forward after 2018-28 10
Year Plan funding, based low-cost confidence estimates, was confirmed to be insufficient to
deliver the total project.

15. The 3 stages of the Entry Precinct project are:

i. Stage 1 - visitor arrival facilities;

ii. Stage 2 - shared carpark, improved pedestrian safety and multi-modal transport
connections; and

iii. Stage 3 - an education/function centre.

16. Stage 1 was established as 2 phases stage 1A (visitor arrival centre, public café and toilets,
physical connections, and access between the two sites) and 1B (entry elements, tower,
Rongoa Walkway and covered canopy on the Waiwhakareke side).

17. Stage 1B included those components which were identified as likely to attract external funding
support (that is, entry elements, tower, Rongoa Walkway and canopy).

18. Approved funding for Stage 1 was $8.6M with $1.8M to be found through external funding.

19. Stage 1A commenced in February 2021 and will be completed by December 2021, to scope and
on time and on budget.

20. To support financial and time cost efficiencies in project delivery, contracts for Stage 1
included the components of 1B as ‘Separable Portions’ meaning these elements could be
instructed within the contract if funding was secured.

21. This Separable Portion approach ensures that there are competitive prices for the work and
that efficiencies are achieved by using a contractor who is already established on site. If the
works were to be undertaken by a separate contract it is estimated that the costs could be
$70-100,000 more expensive due to additional procurement costs and contractor
establishment.

22. Construction of Stage 1B is currently reliant on achieving the external funding targets.
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Discussion - Matapaki 

23. External funding targets for Stage 1B have not been achieved despite staff submitting
comprehensive applications to several funders whose criteria was strongly aligned with the
Waiwhakareke elements. These have included submissions to Waikato Regional Council,
Lotteries, Trust Waikato, Tourism Infrastructure Fund, Provincial Growth Fund, Government
Shovel Ready.

24. To date $630K funding has been achieved from Vibrant Hamilton Trust, WEL and EB Firth. This
leaves an outstanding external funding/capital revenue target of $1.17M.

25. Feedback from funders has indicated that despite strong alignment, post Covid, they are
significantly over-subscribed, and many worthy projects are not able to be funded.

26. During this time there has been a shift within the funding sector towards social impact funding
and more funders are investing in projects that deliver more strongly against these social
outcomes including social entrepreneurship and enterprise, education, health, civil and human
rights and environmental sustainability and climate.

27. Staff are disappointed that the considerable effort that has gone into applications for external
funding that had seemed very promising has not resulted in achieving the external funding
target for this project.

28. By contrast the Hamilton Zoo had very strong year in 2020/2021. Visitation was 167,170, up by
15% on any previous year. This increase saw revenue from Fees and Charges exceeding budget
by $1.06M.

29. This indicates the Zoo is growing in popularity. Stage 1A and 1B improvements will greatly
enhance the appeal and profile of the Zoo and Waiwhakareke as a combined visitor
destination.

30. There is an urgency to instruct the works to obtain the pricing efficiencies previously advised
and to take advantage of the tendered prices, noting the risk of escalating material costs in the
current environment.

31. It is an option to delay Stage 1B, in full or in part, until the external funding/ capital revenue is
sourced however staff believe that for the Entry Precinct project to deliver the intended
community outcomes, it is highly desirable that the Stage 1B works should be completed in
their entirety and within the original timeframe.

Options 

32. Staff have assessed that there are 3 reasonable and viable options for the Finance Committee
to consider.This assessment reflects the level of significance identified in paragraph 60.

33. The options are set out in the table below.

Option Description Benefits Risks 

1 Put all of Stage 1B on hold until 
external funding/capital revenue can 
be secured. 

Budgeted capital 
revenue achieved 

External funding is 
not secured, and 
project cannot 
proceed. 

Cost increases due to 
delayed delivery. 

Community 
dissatisfaction. 
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2 Reduce the scope of 1B projects to be 
delivered now to match the capital 
revenue/ external funding secured. 
Defer the remaining projects. 

Within this proposal option the Entry 
Elements and Canopy would be 
delivered. The tower and Rongoa 
Boardwalk would be delayed until 
external funding could be secured.  

Budgeted capital 
revenue partly 
achieved 

Some project 
components 
delivered 

External funding is 
not secured, and 
some project 
components cannot 
proceed. 

Some cost increases 
and material delay 
due to deferred 
delivery. 

Community 
dissatisfaction. 

3 Complete stage 1B now. 

Transfer residual capital revenue 
target to a future animal enclosure 
project in 2026/2027. 

Value engineer to manage current 
known material cost escalation.  

All project 
components 
completed 

Projects delivered 
on time  

Cost escalation 
and supply chain 
issues minimised 

Budgeted capital 
revenue not fully 
achieved year 1 

34. Staff recommend Option 3 because it enables the delivery of the full project, to schedule,
without incurring cost increases or negative budget impacts.

35. This proposal is a one off due to the unique project circumstances and opportunity through
positive revenue variance to ensure that there is no effect on the financial strategy.

36. The shortfall of $1,170,000 in the external revenue target will be moved to another Zoo project
in later years to ensure capital revenue targets across the 10 Years are maintained.

37. If the recommendation is not approved, part or all of Stage 1B of the project will be put on
hold until external funding/capital revenue can be secured, noting that the overall cost of the
projects will likely increase due to supply chain impacts.

Financial Considerations - Whaiwhakaaro Puutea 

38. The total costs to complete stage 1A and 1B of the Zoo Waiwhakareke Entry Precinct project
are $8.6M. Costs to deliver 1B components are $1.8M.

39. Funding for this project has been spread over three financial years 2018/2019, 2019/2020 and
2020/2021. $3.2M in 2018-2020 and the remaining $5.4M in 2020/2021.

40. The project has an external funding/capital revenue target of $1.8M.  To date $630k capital
revenue has been achieved.

41. Higher than expected visitation at the Zoo in 2020/2021 resulted in a positive operational
revenue variance of $1.06M.

42. Staff recommend progressing stage 1B now.

43. Staff will continue to value engineer stage 1A and Stage 1B works.

44. The shortfall in the external revenue target will be moved to another Zoo project in later years
to ensure capital revenue targets across the 10 Years are maintained.
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45. Staff can confirm that this would have a neutral effect on the financial strategy and has no
impact on Council’s Balancing the Books or Debt to Revenue measures.

Capital Expenditure Budget Projected Variance 

Stage 1A budget $6,800,000 $6,800,000 $0 

Stage 1B Budget $1,800,000 $1,800,000 $0 

External Revenue -$1,800,000 -$630,000 -$1,170,000 

Net Capex Expenditure $6,800,000 $7,940,000 -$1,170,000 

46. If Option 2 is approved, staff recommend that the following projects are deferred:

Project Budget Deferred to year 

Tower $500,000 2022/2023 

Rongoa Board Walk $270,000 2022/2023 

47. Funding for these components has not been achieved to date. They could be completed as
separate projects as funding is achieved.

Legal and Policy Considerations - Whaiwhakaaro-aa-ture 

48. Staff confirm that the staff recommendation complies with Council’s legal and policy
requirements.

Wellbeing Considerations - Whaiwhakaaro-aa-oranga tonutanga 

49. 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’).

50. 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.

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

Social 

52. The Zoo Waiwhakareke Shared Entry Precinct provides significant social benefit to residents in
this area through providing a community hub, which will support community development and
liveability of this area.

53. The Zoo Waiwhakareke Shared Entry Precinct will enable social development through
providing additional opportunities for individuals to engage with the natural environment
within the city. The space will also offer increased opportunities for social connections and
interactions for residents.

Economic 

54. Delivery of the Zoo Waiwhakareke Shared Entry Precinct will contribute to Hamilton’s
economic capacity and will attract visitors to Hamilton and the Waikato. The precinct will also
reinforce those natural areas as visitor destination and therefore economic value to the
community is increased.
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Environmental 

55. Delivery of the Zoo Waiwhakareke Shared Entry Precinct along with the Brymer Road Urban
Upgrade projects will support sustainable transport modes including walking and cycling
through providing enhanced network connectivity, both for recreation and commuter
purposes.

56. Development of the Zoo Waiwhakareke Shared Entry Precinct will provide opportunities to
increase community awareness about indigenous biodiversity and increase the potential that
residents and visitors take a greater interest in the value of restoring natural areas.

Cultural 

57. Delivery of the Zoo Waiwhakareke Shared Entry Precinct has the potential to enhance
individual’s cultural connection to natural areas. This can lead to a greater expression of
cultural values over time.

58. For Maaori, caring for and connecting with nature is an integral part of kaitiakitanga (the way
in which Maaori manage the natural environment based on Maaori worldviews).

59. Throughout development of the Zoo Waiwhakareke Shared Entry Precinct design, consultation
and engagement has been undertaken with Te Haa o te Whenua o Kirikiriroa (THaWK) to
ensure Mana Whenua values are expressed through the project.

Risks - Tuuraru 

60. Risks for each option are identified in paragraph 32 of the report. Project related risks are
being managed through Council’s project management practices.

Significance & Engagement Policy - Kaupapa here whakahira/anganui 
Significance

61. 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 

62. Community views and preferences are already known to the Council through previous
stakeholder engagement.

63. Throughout development of the Zoo Waiwhakareke Shared Entry Precinct design, consultation
and engagement has been undertaken with Te Haa o te Whenua o Kirikiriroa (THaWK).

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

Attachments - Ngaa taapirihanga 
There are no attachments for this report. 
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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. Confirmation of the Finance 
Committee Public Excluded 
Minutes of 15 June 2021 

C2. Report on overdue debtors 
as at 30 June 2021 and Debt 
write-offs 2020/21 

C3. Rototuna Village - 
Construction Contract 
Award Delegations 

C4. Renewal of Natural Gas 
Contract 

C5. Information Services - Adobe 
and Datacom Contract 
Renewals 

C6. Information Services - 
Microsoft and Cisco Security 
Contract Renewals 

C7. Information Service Contract 
- Houston Productivity
Solutions Ltd

)  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) 
Section 7 (2) (i) 
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to enable Council to carry out negotiations 
Item C4. to enable Council to carry out commercial 

activities without disadvantage 
to prevent the disclosure or use of official 
information for improper gain or improper 
advantage 

Section 7 (2) (h) 
Section 7 (2) (j) 

Item C5. to enable Council to carry out negotiations Section 7 (2) (i) 
Item C6. to enable Council to carry out negotiations Section 7 (2) (i) 
Item C7. to enable Council to carry out negotiations Section 7 (2) (i) 
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