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1

Apologies
At the close of the agenda no apologies had been received.

2

Leave of absence
At the close of the agenda no requests for leave of absence had been received.

3

Conflict of Interest
Councillors are reminded of the need to be vigilant to stand aside from decision-making
when a conflict arises between their role as a councillor and any private or other external
interest they might have.

4

Public Forum
Notification to speak is required by 12noon at least one clear day before the meeting.
Further information is available on www.southlanddc.govt.nz or phoning 0800 732 732.

5

Extraordinary/Urgent Items
To consider, and if thought fit, to pass a resolution to permit the Council to consider any
further items which do not appear on the Agenda of this meeting and/or the meeting to be
held with the public excluded.
Such resolution is required to be made pursuant to Section 46A(7) of the Local Government
Official Information and Meetings Act 1987, and the Chairperson must advise:
(i)

The reason why the item was not on the Agenda, and

(ii)

The reason why the discussion of this item cannot be delayed until a subsequent
meeting.

Section 46A(7A) of the Local Government Official Information and Meetings Act 1987 (as
amended) states:
(a)

(b)

6

that item may be discussed at that meeting if(i)

that item is a minor matter relating to the general business of the local
authority; and

(ii)

the presiding member explains at the beginning of the meeting, at a time
when it is open to the public, that the item will be discussed at the meeting;
but

no resolution, decision or recommendation may be made in respect of that item
except to refer that item to a subsequent meeting of the local authority for further

Confirmation of Council Minutes
6.1

Meeting minutes of Council, 28 January 2021
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Submissions received on Participation in the Local
Government Funding Agency
Record No:
Author:
Approved by:

R/21/3/8798
Anne Robson, Chief Financial Officer
Cameron McIntosh, Chief Executive

☒ Decision

☐ Recommendation

☐ Information

Purpose
1

The purpose of this report is to provide information to Council on the feedback that was
received through submissions on its proposal to participate in the Local Government Funding
Agency (LGFA) as a guaranteeing participating Council.

2

Council is being asked to receive the five submissions and deliberate on whether to participate in
the Local Government Funding Agency as a guaranteeing participating Council. The resulting
decision implications will then be incorporated into the draft Investment and Liability Policy
being presented to the Finance & Assurance Committee on the 24th March 2020. Council will
then review this policy on the 14th April 2020.

Executive summary
3

In considering whether to join the LGFA, Council needed to undertake public consultation. This
is because in certain circumstances the 1.6% of borrowers notes it agrees to take as part of
borrowing from the LGFA may be converted into equity in the LGFA. At this point the LGFA
will become a council controlled trading organisation. Under the Local Government Act (2002)
before Council establishes or becomes a shareholder in a Council controlled organisation it must
consult.

4

On 28 January 2021, Council endorsed for public consultation a statement of proposal for
Council to join the Local Government Funding Agency as a guaranteeing participating Council.
Attachment B contains a copy of the consultation document for reference. Submissions were
accepted from the 9th to the 26 February 2020.

5

Five submissions were received on the proposal to join the LGFA and are included in detail in
Attachment A.

6

Overall, the submissions received were generally supportive of the proposal. An analysis of the
feedback forms (completed by the 5 submitters) indicates:
• 3 support Council joining the LGFA as a guaranteeing participating Council
• 1 support Council joining as a non-guaranteeing participating council
• 1 does not support Council joining the LGFA
• 1 submitter supporting the proposal to join the LGFA as a guaranteeing local authority would
like to speak to Council at the meeting.

7

Council now needs to receive and consider the submissions on the proposal to join the Local
Government Funding Agency and make a decision on whether to join as a guaranteeing
participating Council.

7.1

Submissions received on Participation in the Local Government Funding Agency

Page 7

Council
10 March 2021

8

The resulting decision will be incorporated into the draft Investment and Liability Policy to be
presented to the Finance & Assurance committee at its meeting on the 24th March 2020.

Recommendation
That Council:
a)
4 March 2021
b)

determines that this matter or decision be recognised as not significant in terms of
Section 76 of the Local Government Act 2002

c)

determines that it has complied with the decision-making provisions of the Local
Government Act 2002 to the extent necessary in relation to this decision; and in
accordance with Section 79 of the act determines that it does not require further
information, further assessment of options or further analysis of costs and benefits
or advantages and disadvantages prior to making a decision on this matter

d)

receives and considers the submissions on the proposal to join the Local
Government Funding Agency as a guaranteeing participating Council (Attachment
A)

e)

agrees to apply to the Local Government Funding Agency to become a
guaranteeing participating Council

f)

agrees to request staff to make the necessary amendments to the draft Investment
and Liability policy

g)

agrees to delegate to the Chief Executive and the Mayor to execute the necessary
documentation for membership of the Local Government Funding Agency as a
guaranteeing participating Council

h)

agrees to approve unbudgeted expenditure of approximately $24,000 to
undertake the necessary processes to become a guaranteeing participating Council
in the Local Government Funding Agency to be funded from the District Operations
Reserve.

Background
9

On the 28th January 2020, Council agreed to consult with the community over its desire to join
the Local Government Funding Agency as a guaranteeing participating Council.

10

The public consultation period ran from the 9 February to 26 February 2020. To advise residents
of the consultation occurring, Council staff placed multiple advertisements in the Southland
Express and the Ensign, multiple facebook posts were posted on Councils facebook page, a
message was sent out to all Antenno users, emails were sent to all community board members
with email and a poster was sent to all area offices for display.

7.1

Submissions received on Participation in the Local Government Funding Agency
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11

Council has received five submissions, which are detailed in attachment A. Three of the
submitters supported the proposal. One submitter supported participation as a non-guaranteeing
Local Authority and one submitter did not support joining the LGFA and noted that 0.1% to
0.3% was not worth the risk of joining.
Proposal

12

As part of the consultation proposal, Council asked the public to review the benefits and risks
associated with joining as either a shareholding participating Council, as a guaranteeing
participating Council or as a non-guaranteeing participating Council, noting that Councils
preference was to join as a guaranteeing participating Council.

13

The proposal noted the key reason to join is the opportunity for Council to get lower interest
rates than would be available from other methods. It is estimated that Council will save 1% in
interest charges or $10,000 per $1million of borrowing.

14

A guaranteeing participating Council is required to guarantee the financial obligations of the
LGFA but gets lower interest rates than a non-guaranteeing and if it gets a credit rating can
potentially get lower rates again.

15

A non-guaranteeing participating Council has the lowest risk however it is limited to $20million
of borrowing and pays a higher interest rate.

16

All borrowings and the guarantee, if applicable will be secured by a charge over Council’s rates.

17

Even if Council joins the LGFA, Council is still free to undertake all, some or no borrowings
from the LGFA in the future.

18

Council also noted in the proposal an indication of a possible change to its borrowing approach,
whereby it may change its approach to externally borrow its internal loans that are currently
funded from its cash reserves held. The resulting cash balances will then be invested in line with
its Investment and Liability policy that is currently being reviewed. No comments were received
on this point.
Issues/Risks
Guaranteeing Councils

19

A Guaranteeing Local Authority guarantees the obligations of the LGFA. They are not
guaranteeing individual councils. The guarantee is limited to Councils rates income as a
percentage of the total rates income of all guaranteeing councils in any given year. For the
Southland District Council this is estimated to be 0.73%. This would mean that if the LGFA
made a call of $100million then Council would contribute $730,000. Although the percentage
contribution is limited, the amount of the guarantee call is not and will depend on the level of
default.

20

Generally a call on the guarantee would be as a result of the LGFA defaulting on its payment
obligations.

21

Where a default occurs the LGFA will first make a call on uncalled capital, where this is
insufficient then a call on the guarantee will be made, which will generally be firstly by converting
the borrowers notes into equity. Should the call on the guarantee still be insufficient to meet the
default requirements a call for equity contributions will be made. The Councils share will be

7.1

Submissions received on Participation in the Local Government Funding Agency
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based on the same basis as noted above. At this point Council would effectively have a
shareholding in the LGFA and it would be a CCTO of Council. It is for this reason that Council
needs to consult with the public if it wants to become a guaranteeing or shareholding local
authority of the LGFA.
22

As a result of becoming a Guaranteeing Council the Council will be entitled to lower interest
rates than if it was a non-guaranteeing council. If Council obtains a credit rating from either
Standard and Poor’s or Finch & Co and this rating is an A+ or higher Council can receive better
interest rates again. The process to obtain a credit rating is estimated to cost $60thousand and
potentially has ongoing annual costs. Council does not have to undertake this at this stage and it
is proposed that it be investigated further in the future. To date 30 Councils participating in the
scheme have obtained a rating. The savings gained depends on the credit rating achieved. Those
who get AA rating the saving is approximately 0.2%, for an AA- rating it would be 0.15% and for
an A+ rating 0.1%.

23

The security for the guarantee will be a charge over Councils ability to rate as security for its
borrowing.
Borrowing Conditions

24

In undertaking borrowing from the LGFA, Council agrees to
-

Provide debenture security in relation to their borrowing from the Company and related
obligations and if relevant, equity commitment liabilities to the Company and if relevant,
guarantee liabilities to a security trustee approved for the Company’s creditors.

-

If the Councils borrowings is at any time equal to or greater than $20million then it is
required to become a party to a deed of guarantee and an equity commitment deed.

-

Issue securities (bonds/floating rate notes/commercial paper) to the Company (ie: not
enter into facility arrangements)

-

Comply with their own internal borrowing policies.

-

Comply with the financial covenants outlined in the following table, provided that:


Unrated Councils or Councils with a long term credit rating lower than ‘A’
equivalent can have bespoke financial covenants that exceed the
o Lending policy covenants outlined in the following table only with the
approval of the board;
o Foundation policy covenants outlined in the following table only with the
approval of an ordinary resolution of shareholders.

-

7.1

Councils with a long term credit rating of ‘A’ equivalent or higher will not be required to
comply with the lending policy covenants in the following table and can have bespoke
financial covenants that exceed the foundation policy covenants outlined in the following
table only with the approval of an ordinary resolution of shareholders.
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-

Any Board or Ordinary resolution approval of bespoke financial covenants will only be
provided after a robust credit analysis and any approval must also include bespoke
reporting and monitoring arrangements.
Financial Covenants

Lending Policy
Covenants

Foundation
Policy

Net debt/total
revenue

<175%

<250%

Net interest/total
revenue

<20%

<20%

Net interest/Annual
rates income

<25%

<30%

Liquidity

>110%

>110%

-

Non-compliance with the financial covenants will either preclude a council from
borrowing from the LGFA or in the case of existing council borrowers trigger an event
of review. An event of default will occur if (among other things) a council fails to meet
an interest or principal payment (subject to grace periods). An event of default will
enable the LGFA to accelerate all loans to the defaulting council.

-

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

-

To minimise concentration risk the LGFA will require no more than the greater of
$100million or 33% of a Councils borrowings from the LGFA will mature in any 12
month period.

Factors to consider
Legal and statutory requirements

25

Section 56 of the Local Government Act 2002 (LGA) requires that before a local authority may
establish or become a shareholder in a council-controlled organisation, the local authority must
undertake consultation in accordance with section 82 of the LGA.
Community views

26

Five submissions have been received as detailed in Attachment A.

27

At this stage, one submitter has requested to speak to their submission (Ewen Dunnage). The
submitter wishing to speak will be invited to do so at the Council meeting on 10 March 2020.

28

Under Section 78 of the LGA, Council must, when deciding how to proceed, consider the views
and preferences of persons likely to be affected by, or to have an interest in, the matter.

29

There is not a requirement to agree with the submitters, but Council must consider the views that
have been expressed, with an open mind.

7.1
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Costs and funding

30

There are one-off costs associated with joining the LGFA in relation to reviewing the debenture
trust deed, completing the legal documentation etc of approximately $24,000. Although already
paid there will be ongoing costs in relation to the obligations around the debenture trust deed
and its audit of approximately $12,000 plus relevant borrowing costs associated with borrowing
such as interest and principal repayments.

31

Councils projected district operating reserve at the 30 June 2021 is $762,993 before any changes
for the forecasting process are entered. This reserve will therefore have sufficient funds to cover
the one-off costs noted above.

32

Currently Council has no long term external borrowings. The borrowings it has needed to date
to fund capital projects has occurred from internally borrowing against its reserves. The level of
internal borrowing at 30 June 2020 was $35.3million, reserves were $39.7million.

33

Council currently has a $5million debt facility with Westpac Bank that enables it to meet its short
term cashflow obligations. This is generally used when Council’s cash commitments exceed the
available cash it has in its daily banking or call account. Finance staff regularly invest surplus
funds for terms it thinks will meet its future daily obligations, sometimes this is not enough. Due
to changing bank regulations it now takes longer to break investments and costs often the
interest earned on these investments to date, as such staff will use the debt facility to bridge these
funding gaps. The debt facility costs 0.4% annually to maintain before interest charges on the
borrowing.

34

Councils 2018-2028 Long Term Plan identified that Council would need to externally borrow
around $15.8million by 2024/25 after utilising its ability to internally loan against reserves held.
Policy implications

35

As part of the process to join the LGFA, Council needs to ensure it has the appropriate treasury
policies, namely the Investment and Liability policies reflect the ability of Council to invest in or
borrow from the LGFA as a shareholder, guaranteeing or non-guaranteeing Council.

36

As part of preparing the draft Investment and Liability policy, the necessary review and changes
will be made to the policy.
Analysis
Assessment of significance

37

This report is not considered significant in terms of Councils Significance and Engagement
Policy.

38

However, due to section 56 of the LGA, should Council wish to join the LGFA then it would
need to undertake a public consultation in terms of Section 82 of the LGA due to the possibility
that shares in the LGFA may be received by Council in the future. The receipt of these shares
would result in the LGFA becoming a Council Controlled Trading organisation, this requires
public consultation to of occurred.

7.1
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Analysis of Options
Option 1 Agree to participate in the LGFA as a Guaranteeing Local Authority
Advantages

Disadvantages



Borrowing at lower interest margins than is
otherwise available through current lending
methods.



Risk of a call being made on Council as a
result of a default by the LGFA operations.



Seen to support a Local Authority driven
solution.



Risk of Council having an equity share in
the LGFA in the future if a default results
in borrowing notes being converted to
equity and/or a call for equity being made.



1.6% of borrowing is converted into
borrowing notes. Although it is expected a
return is given on these it is still at the
LGFA discretion. These are repaid to
Council when the debt is repaid.

Option 2 Agree to participate in the LGFA as a Non-Guaranteeing Local Authority
Advantages

Disadvantages



Borrowing at lower interest margins than is
otherwise available through current lending
methods



Borrowing interest margins will be higher
than if the Council choose to be a
shareholder or guaranteeing local authority.



Seen to support a Local Authority driven
solution.



Risk of Council having an equity share in
the LGFA in the future if a default results
in borrowing notes being converted to
equity and/or a call for equity being made.



Are not guaranteeing the operations of the
LGFA.



1.6% of borrowing is converted into
borrowing notes. Although it is expected a
return is given on these it is still at the
LGFA discretion. These are repaid to
Council when the debt is repaid.



Borrowing limited to $20million

7.1
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Option 3 Agree to participate in the LGFA as a Principal Shareholding Local Authority
Advantages

Disadvantages



Borrowing at lower interest margins



Risk of a call being made on the guarantee
of the LGFA operations



Seen to support a Local Authority driven
solution.



Risk of Council having an equity share in
the LGFA in the future if a default results
in borrowing notes being converted to
equity and/or a call for equity being made.



Are part of the decision making process of
the LGFA.



1.6% of borrowing is converted into
borrowing notes. Although it is expected a
return is given on these it is still at the
LGFA discretion.



The commitment made to contributing
more capital maybe called.

Option 4 Not participate in the LGFA
Advantages


Should Councils current lender default,
Council has no liability by way of a
guarantee of their operations.



No unquantified guarantee to the LGFA

Disadvantages


Pay higher interest margins

Recommended option
39

To agree to participate in the LGFA as a Guaranteeing Local Authority.
Next steps

40

Council considers the feedback and makes its decision

41

If Council decides to proceed, staff will advise the LGFA of our intention to participate and they
will start the process by undertaking a credit analysis of Council.

42

Council staff will complete the application to the LGFA to be noted as an “eligible investor”
under the Securities Act and provide the LGFA lawyers with a copy of Southland District
Councils Debenture Trust Deed and Registry Agreement. This will be reviewed and
amendments sent back to Council.

43

Councils lawyers, registrar and trustee will work through the appropriate actions to the trust deed
liaising with the LGFA lawyers as appropriate.

44

The CEO and Mayor will sign the relevant documents.

7.1
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45

Council’s lawyers prepare relevant documentation to the LGFA and the LGFA Security Trustee.

46

Consider and approve the Investment & Liability Policy.

Attachments
A
B

7.1

LGFA Submitter responses ⇩
Statement of Proposal LGFA ⇩

Submissions received on Participation in the Local Government Funding Agency
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Council's Submission on He Pou a Rangi/The Climate
Change Commission's 2021 Draft Advice for
Consultation
Record No:
Author:
Approved by:

R/21/2/7317
Robyn Rout, Policy Analyst
Trudie Hurst, Group Manager Customer Delivery

☒ Decision

☐ Recommendation

☐ Information

Purpose
1

This report is seeking Council to:


provide feedback on a draft submission staff have prepared on He Pou a Rangi/The Climate
Change Commission’s 2021 Draft Advice for Consultation



endorse the draft submission, so it can be lodged with He Pou a Rangi by 28 March 2021.

Executive Summary
2

He Pou a Rangi have produced advice on how New Zealand should achieve its domestic 2030
and 2050 emissions targets, and on the policy positions that should be included in the
government’s first emissions reduction plan.

3

The advice outlines changes needed in particular sectors and recommends 17 critical actions the
government must take to reach its climate goals. The advice also includes information about
transitioning to a low emissions society, and the impacts of doing so.

4

Staff have reviewed the content of the advice from a Council and community perspective, and
have generated submission points on aspects of the advice that are pertinent for the Southland
District.

5

There are likely to be significant central and local government policy changes in the near future,
as New Zealand responds to achieve its required emission/adaptation goals.

6

Staff are recommending Council endorse the submission, and that it be lodged with He Pou a
Rangi prior to the end of the consultation period (28 March 2021).

7.2
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Recommendation
That Council:
a)
2 March 2021.
b)

Determines that this matter or decision be recognised as not significant in terms of
Section 76 of the Local Government Act 2002.

c)

Determines that it has complied with the decision-making provisions of the Local
Government Act 2002 to the extent necessary in relation to this decision; and in
accordance with Section 79 of the act determines that it does not require further
information, further assessment of options or further analysis of costs and benefits
or advantages and disadvantages prior to making a decision on this matter.

d)

Draft Advice
for Consultation.

e)

Agrees to endorse the draft submission, so it can be lodged with He Pou a Rangi by
28 March 2021.

Background
7

He Pou a Rangi is an independent Crown entity that was established in December 2019. It has
been tasked with providing independent, expert advice to the government on reducing emissions,
adapting to the impacts of climate change, and monitoring and reviewing the government’s
progress towards its emissions reductions and adaptation goals.

8

He Pou a Rangi’s first task is to provide the Government with advice on:


9

the level of the first three five-yearly emissions budgets that will put New Zealand on track
to achieving its domestic 2030 and 2050 emissions targets
 the policy direction that should be included in the government’s first emissions reduction
plan.
The Minister for Climate Change has also requested He Pou a Rangi to provide advice on the
eventual reductions needed in biogenic methane emissions, and on the country’s Nationally
Determined Contribution (this is a commitment New Zealand has made to contribute to the
global effort to reduce emissions).

10

To fulfil the task, He Pou a Rangi has produced draft advice about the policy direction necessary
to put New Zealand quickly, significantly and permanently on a path to achieve the emission
targets New Zealand has already committed to. This advice can be viewed at:
www.climatecommission.govt.nz

11

The draft advice provides information about the changes needed in particular sectors and
recommends 17 critical actions the government must take to reach its climate goals. The advice
also includes information on how New Zealand should transition to a low emissions society, and
the impacts of doing so.

7.2
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12

He Pou a Rangi are seeking feedback on the draft advice before it is formally presented to the
government. Due to the impact the advice could have on Southland communities, staff believe it
is appropriate to prepare a submission.
Issues

13

Staff have reviewed the content of the advice, and have generated submission points on aspects
of the advice that are pertinent for the Southland District. This has been assessed from a Council
and community lens, not solely Council. Particular consultation questions were raised in the
advice, so this has determined the structure of the submission. The points addressed in the
submission are:


general observations



principles used to guide analysis



central and local government working in partnership



equitable, inclusive and well-planned climate change transition



transport



heat, industry and power sectors



agriculture



forestry



waste.

Factors to Consider
Legal and Statutory Requirements

14

There is no legal requirement to lodge a submission on He Pou a Rangi’s advice. This is
something Council can do if it wishes.

15

As with every decision being made by Council, Council must, in the course of its decision
making, consider the views and preferences of persons likely to be affected by, or to have an
interest in the matter.
Community Views

16

Community views have not specifically been sought to assist in generating this submission. Some
community views are already known by Council through previous engagement exercises. It has
not been practical to engage with the community on this matter as there is a tight time frame to
produce the advice, to obtain the appropriate endorsement/sign-off, and to lodge the submission
with He Pou a Rangi before the end of the consultation period.

17

Anyone is able to lodge a submission on the advice prepared by He Pou a Rangi. So local
community groups/individuals/sectors/industries, for example, all have the opportunity to
provide their own perspective.

7.2

Council's Submission on He Pou a Rangi/The Climate Change Commission's 2021 Draft
Advice for Consultation
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Costs and Funding

18

The only cost associated with producing and lodging this submission are staff time. This cost will
be met within existing budgets.
Policy Implications

19

There are no direct policy implications from the advice, nor from Council lodging a submission.
However, there are likely to be significant central and local government policy changes in the
near future, as New Zealand responds to achieve its required emissions reductions and adaptation
goals.
Analysis
Options Considered

20

Staff believe Council has the following options available to it:


endorsing the submission (with any desired amendments) to be lodged with He Pou a Rangi



electing not to lodge a submission.

Analysis of Options
Option 1 Endorsing the submission (with any desired amendments) to be lodged with He
Pou a Rangi
Advantages


Council will be acting as a voice for its
communities



Council will be involving itself in the
transitional process/being ‘present at the
table’ as New Zealand transitions to lower
emissions



Council will be providing He Pou a Rangi
with information on how the advice will
impact the Southland District.

Disadvantages


no known disadvantages.

Option 2 electing not to lodge a submission
Advantages


7.2

no known advantages.

Disadvantages


Council will not be providing a voice for its
communities



Council will not be involving itself in the
transitional process/being ‘present at the
table’ as New Zealand transitions to lower
emissions



He Pou a Rangi will not have information
on how the advice will impact the
Southland District.
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Assessment of Significance
21

This matter has been assessed as having a lower level of significance in relation to Council’s
Significance and Engagement Policy, and the Local Government Act 2002.
Recommended Option

22

Staff are recommending Council proceed with Option 1 and endorse the submission (with any
desired amendments) to be lodged with He Pou a Rangi.
Next Steps

23

If Council wish to proceed with lodging a submission, at the conclusion of this meeting, staff will
make any desired amendments to the submission. The next step will then be for staff to lodge the
submission with He Pou a Rangi before the end of the submission period (28 March 2021).

Attachments
A
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Draft Alcohol Licensing Fee-Setting Bylaw - Review and
Consultation
Record No:
Author:
Approved by:

R/20/3/5798
Carrie Adams, Intermediate Policy Analyst
Fran Mikulicic, Group Manager Environmental Services

☒ Decision

☐ Recommendation

☐ Information

Purpose
1

The purpose of this report is for Council to endorse a draft Alcohol Licensing Fee-Setting Bylaw
(draft bylaw) for consultation, following the requirements in the Sale and Supply of Alcohol Act
2012 (SSAA).

Executive Summary
2

The Alcohol Licensing Fee-Setting Bylaw 2015 (the current bylaw) was made on 31 October
2015. The current bylaw is attached to this report as Attachment A.

3

Sale of alcohol legislation requires that any changes to standardised alcohol licensing fees are
made via a bylaw. When the bylaw was last reviewed by Council in 2015, it was affordable to
reduce annual fees via bylaw by 30% because of a large reserve balance. Due to the business
unit’s reserve being depleted, this is no longer the case.

4

If Council decides to charge the fee amounts stated in the Sale and Supply of Alcohol (Fees)
Regulations 2013 (the regulations), no bylaw is required. A bylaw is required if Council elects to
charge more or less than the fee prescribed in the regulations.

5

It is staff recommendation that the existing 30% discount for annual fees is discontinued, and
that annual fees, application fees and special licenses are increased by 10% for two years.
Thereafter, smaller annual increases in fees are recommended, in order to alleviate the deficit
projections in the alcohol licensing fees business unit.

6

Consultation for this bylaw is governed by the SSAA, not the Local Government Act 2002, as is
the case for most of Council’s bylaws. If Council endorses the draft bylaw, staff will undertake a
targeted consultation process from 8am on 12 March to 5pm on 26 March 2021. Consultation
will be directed at stakeholders who are likely to be affected by the bylaw, as required by the
SSAA. This is primarily alcohol licence holders in the District. However, any member of the
public wishing to provide feedback is encouraged to do so. All licences holders were advised in
December 2020 that Council would be reviewing this bylaw in the first half of 2021.
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Recommendation
That Council:
a)

-Setting Bylaw - Review and
4 March 2021.

b)

Determines that this matter or decision be recognised as not significant in terms of
Section 76 of the Local Government Act 2002.

c)

Determines that it has complied with the decision-making provisions of the Local
Government Act 2002 to the extent necessary in relation to this decision; and in
accordance with Section 79 of the act determines that it does not require further
information, further assessment of options or further analysis of costs and benefits
or advantages and disadvantages prior to making a decision on this matter.

d)

Agrees to consider the draft Alcohol Licensing Fee-Setting Bylaw, and endorses the
following changes from the current bylaw:

e)

Fee type
Annual
fees

21/22
Revoke 30% discount
and add 10% to
regulation base fee

22/23
+ 10%

23/24
+ 5%

24/25
+ 5%

25/26
+ 5%

Application
fees

+ 10%
to regulation base fee

+ 10%

+ 5%

+ 5%

+ 5%

Special
+ 10%
+ 10%
+ 5%
licence fees
to regulation base fee
Annual % increase is based on the previous year’s fee

+ 5%

+ 5%

Agrees to endorse and release the draft Alcohol Licensing Fee-Setting Bylaw for
consultation, in accordance with section 405 of the Sale and Supply of Alcohol Act
2012, from 8am on 12 March 2021 to 5pm on 26 March 2021.

Background
7

The purpose of the current bylaw is to set the amount of the annual fees that are charged to
alcohol licence holders in the District. There are approximately 170 current licence holders.

8

In 2015, Council adopted the Alcohol Licensing Fee-Setting Bylaw 2015 (Attachment A). The
only provision in the bylaw states, “the annual fee payable by a licensee of premises for which an
on licence, off licence or club licence is held shall be the annual fee specified in the regulations
less 30%.”

9

If Council did not have an Alcohol Licensing Fee-Setting Bylaw, the amounts charged for the
various alcohol fees would remain at the amounts set by the Sale and Supply of Alcohol (Fees)
Regulations 2013 (the regulations).
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10

During the Long Term Plan (LTP) process in 2015, Council heard submissions from the
hospitality industry that raised concerns with the licensing fee increases which resulted from the
default fees set by the Ministry of Justice under the regulations. The industry did not support the
amount of increase to the fees in the regulations.

11

At that time, there was a large reserve held that could be used to fund a portion of the costs, and
a 30% discount was considered an appropriate response to the concerns of the industry. Council
was informed that the discount in the current bylaw had a limited duration. The 2015 report to
Council stated that the 30% discount was feasible for three years.

12

It was intended to review this bylaw in March 2020 in order to address the funding shortfall. This
was delayed until now, due to Covid-19.

13

The income currently generated through alcohol fees is not meeting the annual costs for this
business unit. In addition, there is a negative reserves balance. This report outlines the financial
implications of three different alcohol fees scenarios.

14

It is noted that the fees set in the regulations were last increased by the Ministry of Justice in
2013. It is expected that a review of these regulations is pending, however the timing for this is
unknown. Therefore, it is possible that the amounts in the regulations could be increased before
the bylaw is next due for review (2025). The implications of this are that if a review of the fee
amounts occurs at a central government level, it may become necessary for Council to review its
bylaw.

Issues
Other council
15

Few councils have adopted alcohol fee setting bylaws, which means that most territorial
authorities are charging the license fee amounts stipulated in the regulations. Staff are not aware
of any council that provides a discount, as is the case with the current bylaw. It is likely that
other councils have a higher rates contribution than the current 10% rates contribution for this
business unit.

16

Examples from other councils that do have a bylaw are below. The percentages shown are
increases to all fees that are able to be changed by bylaw (application fees and annual fees for
premises, special licences, temporary authority):


Whangarei – 63% increase above fee amount in the regulations



Hutt City – 30% increase in year one of bylaw, 60% in year two, 90% increase in year three



Wellington – 32% increase above fee amount in the regulations.

Option 1 - Removes the 30% discount to annual fees, and increases all eligible
alcohol licensing fees by 10% annually in 2021/22 and 2022/23, and 5% annually
from 2023/24 to 2025/26. (preferred option)
17

This option involves removal of the 30% discount to ‘annual fees’ in the current bylaw, and
recommends an annual increase of 10% in 2021/22 and 2022/23. This option also involves
increasing ‘special licence fees’ and ‘applications for on/off/club fees’ by an annual increase of
10% in 2021/22 and 2022/23.
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18

In addition, a 5% annual increase in each of these three fee categories is proposed until the bylaw
is due for review in 2025, as illustrated by the table below.
Table 1: Proposed annual percentage increases to alcohol fees
Fee type
21/22
22/23
Annual fees
Revoke 30% discount
+ 10%
and add 10%
to regulation base fee
Application fees
+ 10%
+ 10%
to regulation base fee
Special licence fees
+ 10%
+ 10%
to regulation base fee
Annual % increase is based on previous years fee

23/24
+ 5%

24/25
+ 5%

25/26
+ 5%

+ 5%

+ 5%

+ 5%

+ 5%

+ 5%

+ 5%

19

It is proposed that fees payable for manager’s certificates, temporary authority and temporary
licences continue to be set by the regulations for new or renewed certificates, noting that councils
are not able to vary the manager’s certificate fee amount provided for by the regulations.

20

The actual proposed dollar amount increases to the fees for licence holders and applicants is
shown in the draft bylaw at Attachment B. The financial forecasting at page two of Attachment
C shows the comparison with what is currently being charged in the column labelled “current
rates”.

21

Currently Alcohol Licensing has a projected overdrawn reserve of $134,924. The approach
above to fee setting will see the reserve repaid over 9 years if Council continues to increase fees
annually by 5% past the five year period covered by this bylaw.

22

Option 1 allows for the costs of this business unit to be recovered and the total negative reserve
to be repaid over the ten years of the LTP. The financial forecasting at page one of Attachment
C shows the income and expenses for this business unit for each of the three options presented
for this report.
Option 2 Revoke the current bylaw, thereby reverting to the fees set in the
regulations

23

All alcohol licensing fees would be those set in the regulations. This option will not cover the
annual operating costs over the next five years.

24

The implications of this scenario on the reserves, is that the reserves balance would be overdrawn
by $513,083 in 2030/31.

25

If Council elects this option, it will need to accept the ongoing negative reserves balance, or it
needs to repay all or some of it from a greater Council contribution from rates or a general
reserve.

26

If Council elects to charge the fees prescribed in the regulations (no discount or increase), whilst
no bylaw would be required for this option, Council is still required to consult in order to revoke
the current bylaw.
Option 3 Status quo, 30% discount to annual fees set in regulations

27

This option involves maintaining the 30% discount to annual fees. Other fees would remain at
the amounts set in the regulations. This option will not cover the annual operating costs over the
next five years.
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28

The implications of this scenario on the reserves, is that the reserves balance would be overdrawn
by $665,597 in 2030/31.

29

As with option two, if Council elects option three, it will need to accept the ongoing negative
reserves balance, or it needs to repay all or some of it from a greater Council contribution from
rates or a general reserve.
Feedback from Regulatory and Consents Committee

30

The three options outlined in this report were provided to the Regulatory and Consents
Committee by email, for its feedback. The committee supported the options presented as the
reasonable and practical options to approach the review of this bylaw. In this report, Council is
being asked to select its preferred option. The draft bylaw that goes out for public consultation
will be based on the preferred option.
Factors to Consider
Legal and Statutory Requirements

31

Alcohol licensing fees are set by central government, in the Sale and Supply of Alcohol (Fees)
Regulations 2013.

32

Section 405 of the Sale and Supply of Alcohol Act 2012 (SSAA) enables councils to set their own
fees for alcohol licensing, by bylaw.

33

Section 11 of the Sale and Supply of Alcohol (Fee-setting Bylaws) Order 2013 gives Council the
authority to prescribe the fees payable to it in this regard, through a bylaw. The proviso to this
authority, is that this must be done in the context of the fees framework provided in the
regulations.

34

It is proposed that Council undertake consultation on the draft bylaw in accordance with s.405 of
the SSAA, which states, “Before making a bylaw prescribing fees for any matter for which fees
payable to territorial authorities can be prescribed by regulations under this act a territorial
authority must, to the extent that is reasonably practicable having regard to the circumstances of
the particular case, consult the persons the authority has reason to believe are representative of
interests likely to be substantially affected by the bylaw.”

35

Accordingly, the consultation process proposed is somewhat unique, as it follows the provisions
of the SSAA, and is not bound by the LGA, as with most of Council’s bylaws. Under the SSAA,
Council must make best efforts to ensure that those who are likely to be substantially affected by
the bylaw are aware of the review process. The contact details of people that hold alcohol
licences is known by Council, enabling staff to directly contact these parties.

36

As noted above, Council is still required to consult should it choose to revoke the current bylaw.
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Community Views

37

As noted above, staff will run a consultation process for this bylaw to meet the requirements for
the SSAA, which means that it will be directed primarily at alcohol licence holders in the District.

38

Council will make the draft bylaw and relevant information publicly available, and encourage
people to give feedback on Council’s ‘make it stick’ platform, by:

39



directly notifying stakeholders, by providing all licensees in the District with the draft bylaw
and relevant information so that they can make a submission



having the draft bylaw and relevant information accessible on Council’s website and at all of
its offices



placing an advertisement in the Ensign and Southland Express

The consultation process proposed will allow Council to consider stakeholder views regarding
this draft bylaw. Any member of the public is still welcome to make a submission.
Costs and Funding

40

The income and costs report for the alcohol licensing business unit, required by s.19 of the Sale
and Supply of Alcohol (Fees) Regulations 2013, and published on Council’s website, is included
at Attachment D.

41

There will only be minor costs associated with progressing the draft bylaw through the review
and consultation process, including the costs associated with staff time and advertising. These
costs will be met within current budgets.
Alcohol Licensing Reserve

42

As at 30 June 2020, the Alcohol Licensing reserve is $84 thousand overdrawn compared to a
budget of $775 overdrawn. The reasons for the increased deficit is the loss of revenue from
licensing due to COVID-19, amounting to $32 thousand, this will not be recovered. Additional
legal costs were also incurred as a result of a customer challenging a licensing decision ($14
thousand). Also $44 thousand was incurred from additional resource needed to clear a backlog
and continue to meet our service levels. This has been offset by around $7 thousand of savings
in other costs.

43

It is projected that the reserve will be $134,924 overdrawn by the end of June 2021.

44

As discussed above, option one is the only scenario whereby the reserves deficit is removed, by
2029. Options two and three result in the reserve being overdrawn by $513,083 and $665,597
respectively, by 2031.

45

Council could accept that it will take longer to repay the reserve, or Council could decide to
increase its rates contribution or use a general reserve such as the district operations reserve.
Based on the forecasted financial report yet to be approved by Council, the balance of the
District operations reserve as at 30 June 2021 is projected to be $400 thousand.
Policy Implications

46

If option 1 is endorsed by Council, there are potential policy implications for Council as well as
for licensees in the District.

47

For Council, the policy implication of the preferred option is that it will allow Council to remove
the reserves deficit and ensure this business unit is self-funding by 2031.
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48

For licensees, the implications of the preferred option are that, it will involve increasing alcohol
licensing fees at a time when this sector is recovering from the effects of Covid-19 in 2020, as
well as adjusting to ongoing changes to alert levels.
Analysis
Options Considered

49

There are three options for consideration in this report:


Option 1 – that Council removes the 30% discount to annual fees, and increases all eligible
alcohol licensing fees by 10% annually for 2021/22 and 2022/23, and 5% annually from
2023/24 to 2025/26. Council endorses the draft bylaw for consultation



Option 2 – that Council removes the 30% discount and consults regarding revocation of the
Alcohol Fee-Setting Bylaw 2015. Council would need to increase its rates contribution
annually from 10% to 22.5% ($28,000 increase in 21-22) and use a general reserve such as
the district operations reserve to clear the overdrawn reserve ($134,924).



Option 3 – that Council maintains the 30% discount to annual fees. Council would need to
increase its rates contribution annually from 10% to 29% ($43,000 increase in 21-22) and use
a general reserve such as the district operations reserve to clear the overdrawn reserve
($134,924).

Option 1 that Council removes the 30% discount to annual fees, and increases all
eligible alcohol licensing fees by 10% annually in 2021/22 and 2022/23, and 5%
annually from 2023/24 to 2025/26.
Advantages
Disadvantages

enables full cost recovery and repayment of  there may be negative feedback from
the negative reserve over nine years
some in the industry from the increasing
fees particularly due to the ongoing

reflects Council’s intention that this
impacts of COVID-19
business unit is 90% self-funding through
fees generated.

Option 2 that Council removes the 30% discount and consults regarding revocation
of the Alcohol Fee-Setting Bylaw 2015
Advantages

licence holders may see this as preferable
to the increases proposed in option one

More consistent with the majority of
Councils across New Zealand

7.3

Disadvantages

would result in an increasing overdrawn
reserve

there may be negative feedback from
some in the industry from the increasing
fees particularly due to the ongoing
impacts of COVID-19

Council will need to increase its rate
contribution to this activity from 10% to
22.5% and repay the overdrawn reserve
from another reserve.
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Option 3 that Council maintains the 30% discount to annual fees
Advantages

No changes to the fees charged to license
holders.

Disadvantages

would result in an increasing overdrawn
reserve

Council will need to increase its rate
contribution to this activity from 10% to
29% and repay the overdrawn reserve
from another reserve.

Assessment of Significance
50

The decisions Council is making in regard to this report have been assessed as not being
significant in relation to Council’s current Significance and Engagement Policy and the Local
Government Act 2002.
Recommended Option

51

It is recommend that Council removes the 30% discount to annual fees, and increases all eligible
alcohol licensing fees by 10% annually for 2021/22 and 2022/23, and 5% annually from 2023/24
to 2025/26. Council endorses the draft bylaw for consultation on this basis.
Next Steps

52

If Council endorses the draft bylaw, staff will undertake a consultation process in accordance
with s.405 of the SSAA from 8am on 12 March to 5pm on 26 March 2021. It is intended that the
written submissions received will be presented to Council in April 2021.

53

If, after undertaking consultation, Council endorses the proposed changes in the draft policy,
Council would then adopt the bylaw with it to come into effect 1 July 2021.

54

If Council proposes a different way forward, staff will outline next steps for that approach.

Attachments
A
B
C
D

7.3

Current bylaw - Alcohol Fee-Licensing Bylaw 2015 ⇩
DRAFT Alcohol Fee-Licensing Bylaw for consultation ⇩
Income and costs report for alcohol licensing business unit ⇩
Fee Structure for Option 1 over 10 years of LTP ⇩
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Draft Remission and Postponement of Rates Policy
Record No:
Author:
Approved by:

R/20/8/47080
Nicole Taylor, Finance Development Co-ordinator
Anne Robson, Chief Financial Officer

☒ Decision

☐ Recommendation

☐ Information

Purpose
1

The purpose of this report is for Council to endorse the draft Remission and Postponement of
Rates Policy (the draft policy) for public consultation.

Executive Summary
2

The Remission and Postponement of Rates Policy specifies the circumstances where Council will
consider remitting or postponing rates. A remission is where Council reduces the amount of rates
to be paid and a postponement is where Council delays the payment of rates.

3

The purpose of the draft policy is to:
 provide financial assistance and support to ratepayers where it is fair and reasonable to do so
 address rating anomalies
 provide Council with the ability to act reasonably in administering its rating powers and
policies
 support broader Council outcomes and specific objectives as detailed in the policy.

4

The draft policy is included with this report as Attachment A.

5

The report also includes a summary of proposed changes as Attachment B.

6

The current policy (adopted in 2017) is included with this report as Attachment C.

7

In developing the draft policy, staff have taken into account feedback provided by Council over
the last 18 months, including feedback provided as part of:
 Council workshops, where the current policy and approach to rating was explained in addition
to feedback from Council’s consideration of budgets for the Long Term Plan (LTP) 2031.
 the review of the Revenue and Financing Policy and associated rating review
 discussion about the 2020 report on rates affordability and consideration of tools Council may
have for addressing any affordability issues in the future
 flow-on impacts of the Covid-19 pandemic.

8

The draft policy has been reviewed to ensure that it is fit for purpose and is aligned with
Council’s LTP 2031 and other funding and financial policies.
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9

Additional clauses added to the draft policy include:
 the ability to provide remissions for significant extraordinary circumstances (such as
earthquakes, floods, pandemics) as determined by Council resolution
 to cover remission of small balances which are uneconomical to collect
 additional flexibility to remit rate penalties to encourage ratepayers to bring their accounts up to
date.

10

A number of additional changes have also been made, with the substantive being:
 removing reference to the 50% remissions for community facilities owned by persons, general
clubs, societies or associations which are already provided for under the Local Government
Rating Act
 expanding remission for community facilities owned by persons, general clubs, societies or
associations to include facilities used for “community service” and “healthcare”
 clarifying that community facilities will be excluded from receiving a remission if they receive
“operational” funding from government or associated agencies (not capital funding).
 including additional criteria in provisions for remission/postponement for extreme financial
hardship to clarify the ratepayer’s circumstances.

11

In addition, staff have incorporated a number of other administrative changes into the draft
policy to clarify objectives, reduce duplication, consolidate information and refer to Council’s
Delegation Manual for decision-making authority.

12

If endorsed by Council, it is intended that the draft policy will be consulted on via a process
which will be run concurrently with the consultation for the LTP 2031 from 12 March 2021 to
16 April 2021.
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Recommendation
That the Council:
a)
dated 4 March 2021.
b)

Determines that this matter or decision be recognised as not significant in terms of
Section 76 of the Local Government Act 2002.

c)

Determines that it has complied with the decision-making provisions of the Local
Government Act 2002 to the extent necessary in relation to this decision; and in
accordance with Section 79 of the Act determines that it does not require further
information, further assessment of options or further analysis of costs and benefits
or advantages and disadvantages prior to making a decision on this matter.

d)

Notes the summary of proposed changes (Attachment B).

e)

Endorses the draft Remission and Postponement of Rates Policy (Attachment A) for
consultation.

f)

Agrees to release the draft Remission and Postponement of Rates Policy for public
consultation in accordance with section 82 of the Local Government Act 2002 from
12 March 16 April 2021.

g)

Agrees to delegate authority to the chief executive to approve any final edits
required in order to finalise the policy for consultation.

Background
13

A review of Council’s Remission and Postponement of Rates Policy has been undertaken. The
policy outlines several categories where Council may grant remission or postpone rates, and it gives
detail on the conditions and criteria under which applications will be considered.

14

The draft policy has been reviewed to ensure that it is fit for purpose and is aligned with Council’s
LTP 2031 and other funding and financial policies.

15

Additional clauses being added to the draft policy include:
 the ability to provide remissions for significant extraordinary circumstances (such as
earthquakes, floods, pandemics) as determined by Council resolution
 to cover remission of small balances which are uneconomical to collect
 additional flexibility to remit rate penalties to encourage ratepayers to bring their accounts up
to date.
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16

A number of changes have also been made to existing policy provisions, with the substantive
changes being:
 removing reference to the 50% remissions for community facilities owned by persons, general
clubs, societies or associations which are already provided for under the Local Government
Rating Act 2002 (LGRA)
 expanding remission for community facilities owned by persons, general clubs, societies or
associations to include facilities used for “community service” and “healthcare”
 clarifying that community facilities will be excluded from receiving a remission if they receive
“operational” funding from government or associated agencies (not capital funding).
 including additional criteria in provisions for remission/postponement for extreme financial
hardship to clarify the ratepayer’s circumstances.

17

The key changes are discussed in more detail in the issues section below.
Issues

18

Discussions resulting from the Covid-19 pandemic and subsequent planning has highlighted
Council’s desire for greater flexibility to implement rate remissions and postponements for
significant extraordinary circumstances on a broader scale.

19

The current policy is generally written to provide for relief on a very small (individual) scale. It
does not provide for relief for more than one rating unit, except where a natural disaster or other
type of emergency affects the ability of one or more rating units to be used or occupied for an
extended period of time. In such a case, Council can consider providing rate remission via a
Council resolution which specifies the conditions and criteria.

20

Staff are proposing to replace this with a wider provision which allows Council to apply broad
remissions and postponements in situations where significant extraordinary circumstances are
identified and where the relief is not linked to the ability of the property to be occupied. The
approach proposed is based on provisions recently introduced by Napier City Council.

21

This would require Council to specify the details of the relief that would be provided at the time
that the significant extraordinary circumstance is identified, along with the conditions and criteria
that would apply (such as type/location of property, application process, timeframe,
amount/type of remission).

22

The policy has been drafted to allow Council to consider relief via either a rate remission
(including of penalties) and/or rate postponement. The proposed amendment is included in the
draft policy as section 1.9 for remission and section 2.2 for postponement.

23

While the proposed amendment will allow Council to respond to events that have a material
impact on the District, there is a risk that Council could use the provision for less significant
events. Sector best practice developed by the Society of Local Government Managers (SOLGM)
recommends that policies should be specific and avoid circumstances where relief is provided for
‘one-offs’ or contain ambiguous criteria which could be an invitation for “special pleading”.

24

It is also important to note that remission policies reduce the amount of rates that Council will
collect, which means Council is forgoing this income. If Council provides a rate remission to a
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rating unit(s), then it will need to charge all other rating units more to ensure that the overall level
of funding needed to provide services is maintained. In this way, remission policies shift the
incidence of rates.
25

As such, it will be important for Council to carefully consider remissions and in particular,
resolutions related to a remission for significant extraordinary circumstances given the flow-on
impact that this may have across the whole community in that year or future years.
Other amendments:

26

The remaining provisions have also been reviewed and a number of other changes have been
proposed including:
 expanding the criteria where rates penalties can be remitted to support additional proactive
payment options and encourage ratepayers to pay their rates. This includes providing remission
for temporary penalty holds, direct debit agreements, non-receipt as well as providing leniency
to remit penalties in relation to extreme financial hardship, exceptional circumstances and
significance extraordinary circumstances (section 1.1)
 removing the rate penalty remission for missing payments given that payment by cheque is no
longer accepted (section 1.1).
 including a separate remission for remitting small balances (previously included in the remission
for penalties and exceptional circumstances) (section 1.2)
 removing reference to the 50% rate remission for community facilities owned by persons,
general clubs, societies or associations as these are already provided for under Schedule 1 (Part
2) of the Local Government Rating Act 2002 (section 1.3.1)
 including rating units used for the purpose of “community service” and “healthcare” in the
rating remission for community facilities owned by persons, general clubs, societies or
associations to reflect that these facilities also provide a benefit to the community as a whole
(section 1.3.1)
 clarifying that community facilities will be excluded from receiving a remission if they receive
“operational” funding from government or associated agencies. This means that only
organisations that receive operating funding will be excluded, but organisations receiving
funding for capital items such as buildings or specific projects from grants or similar will be
included (section 1.3.1)
 removing reference to Chartered Clubs from the remission for small community organisations
and sports association with liquor licenses as these are not covered by the policy (section
1.3.2)
 removal of reference to minimum bins in the remission of rates for cancellation/reduction of
recycling/rubbish bin collection given that ratepayers other than residential ratepayers are not
required to have bins (section 1.6)
 removal of specific criteria in the remission for the exceptional circumstances which are now
covered elsewhere in the policy (section 1.7)
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 additional criteria for remission/postponement in cases of extreme financial hardship to clarify
that the ratepayer does not have an interest in other property or assets, has taken all steps
necessary to claim any central government benefits or allowances and does not have the
financial capacity to pay their rates (sections 1.8 and 2.1)
 remove reference to Community Development Area subcommittees in the grants in lieu
provisions (section 1.10)
 clarifying objectives
 reducing duplication and consolidating related information together, particularly details of the
supporting information required to be provided under each provision
 providing definitions of financial hardship and significant extraordinary circumstances
 consistent use of terminology
 referring to Council’s Delegation Manual to identify authority to approve remissions and
postponements rather than including specific reference to staff roles (which can change) in
the policy. The delegation manual also contains financial limits within which staff can operate
which will effectively limit what financial amount of remission or postponement the various
staff roles can approve.
27

Other minor amendments to the Making an application section including:
 stating a consistent date for applications (31 March in the year prior to the commencement of
the rating year) unless otherwise stated
 noting that in subsequent years, Council will need to confirm eligibility and that eligibility will
generally be reviewed every three years as part of the review of the policy unless stated
otherwise.

28

In developing the draft policy, staff did consider a number of other matters which were discussed
with Council but which have not been included in the draft policy. These included:
 extending certain remission policies to cover tenants or lessees who have responsibility for
paying rates but whom are not the property owner. This was not included on the basis that
Council could not guarantee that the benefit of the remission would be received by the
ratepayer and not the property owner. This is because rates are a charge on the property and
therefore would rely on the property owner to pass the remission onto the tenant/lessee
either through a direct payment or rent reduction.
 providing a specific remission for the wastewater rate for non-residential rating units that
have multiple pan charges in circumstances where the property is not fully utilised for extended
periods of time. This was not included on the basis that it would shift more of the burden of
wastewater rates onto residential properties. Council was also concerned that it would create a
situation of “one-off” remissions and that it would be difficult to get accurate and independent
information regarding occupancy and the remission would be open to exploitation. Council
expressed a preference for retaining a broader approach like that provided for in the significant
extraordinary circumstances provision.
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 providing a remission for low income households that would work in conjunction with the
government rates rebate. This was not included for two main reasons. First, this type of
remission would require an additional budget (approximately $100,000) to fund applications
and, given existing pressures on rates, Council could not fund this as well as the additional
investment in infrastructure signalled in the LTP 2031. Secondly Council noted the comments
made by the Productivity Commission1 in their 2019 report which suggested that central
government is best placed to tackle pressures on low-income households facing high housing
costs. This is because central government holds detailed information on individual/household
circumstances which is needed to determine equitable assistance and is also responsible for the
taxation system which is used to fund any income support programmes (such as
accommodation supplement, rates rebate, social housing, other benefits).
Factors to Consider
Legal and Statutory Requirements

29

If Council wishes to provide remissions or postponements to ratepayers, a policy of this nature is
required under the Local Government (Rating) Act 2002 (LGRA) and the Local Government Act
2002 (LGA).

30

The LGRA states at s.85 that:
(1)

31

A local authority may remit all or part of the rates on a rating unit (including penalties
for unpaid rates) if—
(a)

the local authority has adopted a rates remission policy under s.109 of the Local
Government Act 2002; and

(b)

the local authority is satisfied that the conditions and criteria in the policy are
met.

The LGRA states at s.86 that:
(1)

A local authority must postpone the requirement to pay all or part of the rates on a rating
unit (including penalties for unpaid rates) if—
(a)

the local authority has adopted a rates postponement policy under s.110 of the
Local Government Act 2002; and

(b)

the ratepayer has applied in writing for a postponement; and

(c)

the local authority is satisfied that the conditions and criteria in the policy are met.

32

For this reason, it is essential that Council’s Remission and Postponement of Rates Policy
contains conditions and criteria for each remission and postponement category.

33

The policy is legally required to be reviewed at least once every six years in accordance with
s.109(2A) of the LGA. This policy was last reviewed in 2017.

34

Council has a substantial amount of discretion to grant a remission or postponement of all or
part of a ratepayer’s rates under the LGRA. The draft policy complies with the requirements of

1

Productivity Commission (2019) Local Government Funding and Financing
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the Act. Council could choose to reconsider the categories of remission and postponement to
exclude some categories.
35

If Council endorses the draft policy and releases it for public consultation, staff are proposing
that the draft policy will be consulted on in accordance with s.82 and s.82A of the LGA. The
LGA requires councils to follow the principles in s.82 whenever it conducts a consultation
process.
Community Views

36

As Council did not receive any submissions on this policy when it was consulted on in 2017, it is
difficult to determine what the existing community views are.

37

In reviewing the policy staff have considered the circumstances of ratepayers who have sought
assistance with payment of rates, and, in particular remission of rates penalties. While this does
not represent direct community input, it does reflect general feedback that staff have had from
ratepayers over the past three years.

38

In addition, a number of other councils throughout the country have developed specific
Covid-19 remission and postponement provisions. Given that the pandemic continues to have an
economic impact across the country and in parts of Southland, it is timely for Council to also
consider whether it requires greater flexibility to be able remit or postpone rates for different
circumstances.

39

If Council endorses the draft policy and releases it for public consultation at its meeting on
10 March 2021, staff are proposing that the draft policy will be consulted on in accordance with
s.82 of the LGA, as discussed above.

40

Council will make the draft policy and summary of proposed changes publicly available (in
accordance with s.82A of the LGA), and encourage people to give feedback on Council’s ‘make it
stick’ platform, by:
 placing an advertisement in the Ensign and Southland Express
 promoting the consultation on Council’s facebook page
 having the draft policy accessible on Council’s website and at all of its offices and libraries
 encouraging community boards to make a submission.

41

It is proposed that this consultation process be run parallel to the LTP consultation.

42

The consultation process proposed will allow Council to consider community views regarding
this policy.
Costs and Funding

43

To put the draft policy out for consultation and to undertake the steps required to progress a
draft policy through to adoption, there will be costs associated with staff time and advertising.

44

For the 2020/2021 financial year, the value of remitted rates was around $483,000 (including
GST) across 527 rateable properties. This represents 0.84% of the total rates struck for the year
($57.3 million incl GST) on 2.8% of the total number of rateable properties (19,122). There has
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been little change in these figures since 2017. No postponement of rates have been requested for
a number of years.
45

The changes indicated to the policy, other than the significant extraordinary circumstances are
unlikely to substantially change the total annual remitted rates.

46

If Council was to activate a remission or postponement for special extraordinary circumstances, it
would need to consider how the resulting cash shortfall will be met and then budget in future
years any repayment of this cash shortfall.
Policy Implications

47

The draft policy does not need to be included in the LTP 2031 and will not be included in the
LTP consultation document. Consultation will occur through a separate parallel process.

48

If the draft policy is supported, Council will be able to respond to significant extraordinary
circumstances (such as a flood, pandemic, earthquake) when they occur by considering
remitting/postponing rates on affected properties.

49

The draft policy also provides greater scope for penalty remission to encourage/incentivise full
payment of rates.
Analysis
Options Considered

50

There are three options for consideration in this report:
 Option 1 – that Council endorse the draft policy for consultation in accordance with s.82 of the
LGA
 Option 2 – that Council make further amendments to the draft policy and then release the
revised policy for consultation in accordance with s.82 of the LGA
 Option 3 – that Council retain the existing policy with no change
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Analysis of Options
Option 1 that Council endorse the draft policy for consultation in accordance with s.82 of
the LGA
Advantages

Disadvantages

 the draft policy has been updated

 may not reflect Council views on the
policy.

 the proposed remission for significant
extraordinary circumstances will allow
Council greater flexibility to be able to
respond to significant events on a broader
scale and for a wider set of circumstances
 the changes to the policy clarify objectives,
reduce duplication and consolidate
information
 the draft policy provides more flexibility to
encourage ratepayers to bring their
accounts up to date

Option 2 that Council make further amendments to the draft policy and then release the
revised policy for consultation in accordance with s.82 of the LGA
Advantages

Disadvantages

 would give further clarity on Council’s
views regarding the policy

 may put pressure on timeframes to be able
to amend the policy in time to consult
alongside the LTP 2031
 Council must ensure that the requirements
of the LGA and LGRA are met
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Option 3 that Council retain the existing policy with no change
Advantages

Disadvantages

 would achieve legislative compliance

 parts of the policy would be out of date
(e.g. staff roles/delegations)

 would not require any consultation to be
undertaken

 duplication between provisions in the
policy would remain (e.g. penalty
remission)
 Council would be limited in its ability to
provide remissions and postponements in
response to significant extraordinary
circumstances with any relief most likely
limited to a very small scale or set of
circumstances
 would provide fewer mechanisms to
encourage ratepayers to bring their
accounts up to date

Assessment of Significance
51

It has been identified that this matter is not significant in relation to Council’s Significance and
Engagement Policy and the LGA.

52

The decision to adopt the draft policy for consultation is not considered significant because it
does not exclude any of the existing categories of remission/postponement. Further, the financial
impact of this issue is likely to be minor as is the number of ratepayers likely to be affected except
in the circumstances of special extraordinary circumstances.

53

The significance of any decision/resolution to activate a remission or postponement for special
extraordinary circumstances (which may have a significant financial impact depending on the
circumstances) would be specifically considered at the time of the decision/resolution. As such,
including provision for a special extraordinary circumstance remission/postponement within the
policy in of itself is not considered to be a significant change. Accordingly, it is considered
appropriate to give effect to the requirements s.82 for this consultation process rather than the
Special Consultative Procedure (SCP).
Recommended Option

54

It is recommended that Council proceed with option 1 and endorse the draft policy for
consultation in accordance with s.82 of the LGA.
Next Steps

55

If Council endorses the draft policy, staff will undertake a consultation process in accordance
with s.82 of the LGA from 12 March 2021 to 16 April 2021 alongside the LTP 2031.
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Attachments
A
B
C

7.4

Draft Remission and Postponement of Rates Policy - for consultation ⇩
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☒ Decision

☐ Recommendation

☐ Information

Purpose
1

The purpose of this report is to recommend that Council endorse the draft infrastructure strategy
and draft financial strategy, as part of the supporting information to the Long Term Plan (LTP)
2031 for consultation.

2

A separate report has been prepared for the remainder of the supporting information to the LTP.

Executive Summary
3

The draft infrastructure strategy (Attachment A) describes how a local authority intends to
manage its infrastructure assets and associated expenditure needs, over a 30 year period, taking
into account a range of factors that impact on the nature and cost of infrastructure provision.

4

The draft infrastructure strategy has been built up from activity management plans (AMPs) and
considers the significant issues facing Council over the next 30 years. Workshops and discussions
with Council and community boards have been held over the past 18 months in preparation for
the LTP 2031 that have informed the draft infrastructure strategy.

5

The draft financial strategy (Attachment B) provides a guide for considering proposals for funding
and expenditure. The draft financial strategy provides transparency to the overall effects of
proposals on services, rates, debt and investments.

6

The draft financial strategy presents the financial consequences of Council’s infrastructure
strategy, policy and service delivery decisions in the LTP and supporting funding/financial
policies on Council’s financial status over the period.

7

Section 101B of the Local Government Act 2002 (LGA) requires every council to prepare and
adopt an infrastructure strategy for a period of at least 30 years. Section 101A of the LGA
requires Council to prepare and adopt a financial strategy for a period of at least 10 years. Both
strategies will form part of the final LTP 2031, when it is adopted by Council in June 2021.

8

Under the LGA, all councils are required to develop a consultation document for the purpose of
consulting with the community, as well as making publicly available the information that provides
the basis for the preparation of its LTP. The draft infrastructure strategy and financial strategy are
part of this supporting information.

7.5

Draft Infrastructure Strategy and Draft Financial Strategy

Page 105

Council

10 March 2021

Recommendation
That Council:
a)
2 March 2021.
b)

Determines that this matter or decision be recognised as significant in terms of
Section 76 of the Local Government Act 2002.

c)

Determines that it has complied with the decision-making provisions of the Local
Government Act 2002 to the extent necessary in relation to this decision; and in
accordance with Section 79 of the act determines that it does not require further
information, further assessment of options or further analysis of costs and benefits
or advantages and disadvantages prior to making a decision on this matter.

d)

Agrees to endorse the draft infrastructure strategy as information that provides
the basis for the preparation of the Long Term Plan 2031 and consultation
document in accordance with Section 93G of the Local Government Act 2002.

e)

Agrees to endorse the draft financial strategy as information that provides the
basis for the preparation of the Long Term Plan 2031 and consultation document in
accordance with Section 93G of the Local Government Act 2002.

f)

Agrees to delegate responsibility to the chief executive to approve any minor edits
that are required to finalise the draft infrastructure strategy for distribution.

Background
Infrastructure strategy
9

All councils are required by legislation to adopt an infrastructure strategy and review it every
three years, as part of their LTP process. The infrastructure strategy describes how a local
authority intends to manage its infrastructure assets, and associated expenditure needs, over the
30 year period of the strategy, taking into account a range of factors that impact on the nature
and cost of infrastructure provision. The strategy will guide Council’s decision making and help
communities understand how Council manages its assets.

10

The process to develop Council’s infrastructure strategy began in 2019 and Waugh Infrastructure
Management Ltd was engaged to draft the strategy. A number of workshops and discussions with
Council and community boards have been held over the past 18 months in preparation for the
LTP 2031, that have informed the draft infrastructure strategy. Internal review of the document
occurred throughout 2020. The draft was peer reviewed externally by Morrison Low in January
2021.
Financial strategy

11

As with the infrastructure strategy, Council must prepare and adopt a financial strategy every three
years, as part of the LTP process. The financial strategy shows how a local authority intends to
manage its finances prudently over the 10-year period of the LTP, and the impact of funding and
expenditure proposals on rates, debt, levels of service and investments. The strategy also sets limits
on rates and debt that provide a guide for considering proposals over the period of the LTP.
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12

The strategy presents Council’s financial status over a 10 year period, considering the financial
consequences of Council’s:
•

infrastructure strategy

•

policy and service delivery decisions in the LTP

•

funding/financial policies.

13

The draft financial strategy is both an enabler, in that it sets out the proposed funding for
activities, as well as being a constraint, in that it provides top-down direction and limits on rates
and debt.

14

The financial strategy has as its basis the budgets and financial policies developed for the LTP
2031. These were the outcome of numerous workshops, discussions and meetings involving
Council and community boards in the lead-up to the LTP 2031.

15

Limits on rates and debt have been proposed by staff, considering feedback provided by both
Council and members of the Finance and Assurance Committee over the past four months. The
limits have been set at a level to deliver the projects and programmes contained in the LTP and
infrastructure strategy as they currently stand, noting that the level of rates increase has been a
key factor in the prioritisation of expenditure programmes, and also reductions in some corporate
budgets.

16

The infrastructure and financial strategies inform one another. These strategies tell a story about
Council’s levels of service (LoS), costs, risks and trade-offs. The draft financial strategy addresses
limits for rating increases and borrowing. The infrastructure strategy presents the key challenges,
significant decisions that need to be made, the principal options, and the implication of these
options. These documents set out the key challenges facing the District and the approach
Council will take in addressing these issues.
Issues
Framework of the infrastructure strategy

17

The focus of an infrastructure strategy is on significant matters; it is a high level document that is
not expected to cover everything. The following criteria help to inform what is included in the
strategy as a significant issue:
•

the cost involved in addressing the issue – the larger the cost, the higher the degree of
significance

•

the impact on the levels of service – the bigger the impact on levels of service, the higher the
degree of significance

•

the degree of risk involved in the issue – what’s the risk if the issue is not addressed? The
bigger the risk, the higher the degree of significance

•

impact on achievement of Council’s strategic priorities - the bigger the impact on achieving
strategic priorities, the higher the degree of significance.

7.5

Draft Infrastructure Strategy and Draft Financial Strategy

Page 107

Council

10 March 2021

18

The assets and services covered in this strategy include the core infrastructure assets and activities
of roads and footpaths and Three Waters activities (water supply, wastewater and stormwater).

19

The community infrastructure assets and activities covered in this strategy are:
•

waste services

•

community services

•

open spaces

•

community facilities

•

Stewart Island Electrical Supply Authority (SIESA)

•

water facilities.

20

The asset condition and performance, strategic issues and priorities, key risks, and levels of
service are explained for each of these activities.

21

The draft infrastructure strategy shows that a step change in investment in our infrastructure is
required. The significant issues affecting Council’s ability to build, operate and maintain its
infrastructure assets is discussed, as well as Council’s response to these issues over the course of
the strategy. The four significant issues for Council’s infrastructure are:
•

infrastructure deficits

•

changing government priorities and legislation

•

climate change

•

resilience.

22

The strategic context that Council is operating within includes those posed by demographic
changes, tourism, new technologies, economic activity and constraints, and infrastructure
resilience. The impact of Covid-19 on Council’s infrastructure activities and assets is also
addressed.

23

The principal options and the most likely scenario for managing these issues are highlighted. The
financial summary section provides capital and operating expenditure estimates for each activity
group across the 30 years of the strategy.
Framework of the financial strategy

24

The strategy has three key parts:
•

financial landscape - where Council is starting from, where Council is heading and what
issues Council is facing (including a snapshot of financial information from the 2018 LTP
and LTP 2031)

•

what Council is working towards and what needs to be done over the next 10 years
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•

25

Council’s financial situation as a result of its approach to managing expenditure (capital and
operating) and funding (rates, debt, other revenue, reserves and investments) including
proposed rate and debt limits.

Taken together, this information outlines the funding and expenditure thresholds that Council
will operate within and paints a picture of Council’s financial situation and how this will change
over the period of the LTP.
Strategy summary

26

The focus of the strategy is to provide a level of funding to maintain service levels that the
community can reasonably afford without placing a financial burden on future generations.

27

In order to address the issues and maintain LoS, over the course of the next 10 years the strategy
identifies Council’s key areas of effort, including:

28

•

funding asset renewals through rates rather than loan funding (by fully rates funding
depreciation for core infrastructure in 10 years)

•

removing the use of reserves or loan funding to offset rate increases in the medium to long
term

•

maintaining a balanced budget (where our everyday revenue meets our everyday costs)

•

maintaining capacity to borrow to fund unexpected costs in the future/respond to natural
disasters

•

balancing rates, debt and reserves so that each generation only pays once for their share of
the costs of long-life infrastructure (intergenerational equity)

•

maximising our other revenue where possible, without taking on excessive risk.

In order to do this, the strategy identifies key actions required as follows:
•

increase rates in the early part of the plan and change the limit on rates increases to 8%
annually

•

raise the net debt limit to help fund increased capital costs and maintain borrowing capacity
for any unplanned events, to 175% of total revenue

•

fully fund roading expenditure (both operating and capital) from rates

•

delay fully funding depreciation on water and wastewater assets until 2028/2029 and then
consider funding depreciation on other community infrastructure

•

ensure fees and charges reflect the cost of providing the services

•

engage with the community around what affordability is and the LoS that can be provided
within this context.
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The financial strategy is required to include statements on:
a)

factors that will have a significant impact on Council during the 10 years, eg, change in
population, land use, and capital expenditure

b)

ability to provide and maintain levels of service, and meet additional demands within the rate
and debt limits

c)

policy on giving securities for debt

d)

objectives for holding investments and targets for investment returns

e)

limits on rate increases and debt.

30

The factors that may have a significant impact (a) are closely aligned with the infrastructure
strategy and include the scale of the capital expenditure programme required to meet increasing
regulatory standards and maintain levels of service, the flow-on impacts of Covid-19, climate
change, and the capacity of the relatively small population to fund all of the infrastructure costs in
terms of rates affordability.

31

The ability to provide and maintain LoS, and meet additional demand for services (b), eg,
providing essential infrastructure, has been provided for in the LTP 2031 draft operating and
capital budgets, within the rate and debt limits proposed. As such the financial strategy notes that:
•

overall Council will continue to fund and deliver the full range of services currently being
offered, with the focus on maintaining levels of service over the LTP

•

in some areas there will be increased levels of service, particularly with planned investments
to meet higher regulatory standards being required for things like wastewater discharges

•

as signalled in the infrastructure strategy, decisions about whether to increase expenditure
over the levels indicated or amend levels of service for community infrastructure (such as
halls and open spaces) will be required. Council is planning to engage with communities on
this over the next three years.

Information on giving securities for debt, objectives for holding investments and targeted
investment returns are summarised from Council’s Investment and Liability Policy.
Rates limit (e)
32

Council previously limited rate increases to the local government inflation measure (the LGCI or
local government cost index) plus 2%. In 2018 Council was also required to set a limit on total
rates which was set at 70% of total annual revenue. This limit is no longer required.

33

Staff, following discussion with the Finance and Assurance Committee, have proposed that the
limit on rates increases be set at 8% annually on the basis that it strikes a balance between the
additional infrastructure investment needed to maintain levels of service and fund renewals whilst
keeping debt at a manageable level and having rates that the community can reasonably afford.

34

In proposing this limit, the committee acknowledged that rate increases in year 1-2 of the plan
will exceed this limit, but agreed that this is a short-term situation related to moving away from
using higher levels of reserves to fund ongoing operational costs, and as such, the lower limit was
appropriate.
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35

In terms of context, Council used reserves to reduce rate increases in 2020 because of concerns
about the financial impact of Covid-19 on the local economy and ratepayers. This step was taken
to enable the planned levels of services to continue. Typically, any decrease in rates in one year
results in a higher percentage increase in the following year, unless there is a permanent change to
levels of service. As such, proposed rates increase in the early part of the LTP are higher than
other years (over 10%) as Council works towards increasing rates to fully fund its projected
operational costs. Rates increases for the remaining years will be below the revised cap (between
2.5% and 7%).

36

The cap at 8% allows for increases that may need to occur over this time as a result of continued
legislative and regulatory changes as well as increased costs as a result of contractual and/or
emergency events.
Debt limit (e)

37

Debt in the current financial strategy (2018-28) is limited to 100% of total income.

38

The draft financial strategy (2021-2031) proposes that debt be limited to 175% of total income.

39

The higher debt limit is in order to fund Council’s LoS projects and also ensure Council has
sufficient headroom to access funding for unexpected events like natural disasters or unplanned
capital costs. This debt limit is also aligned to the Local Government Funding Agency’s (LGFA)
financial covenant for its policy of lending to councils without an external credit rating (noting
that Council is currently consulting on joining the LGFA).
Balanced budget

40

The draft financial strategy sets a target relating to balanced budget whereby everyday costs can
be funded from everyday revenue. This is focussed on ensuring that Council can sustainably fund
day-to-day operation (including capital renewals).

41

The strategy identifies that Council will achieve a balanced budget in eight of the ten years, with
the unbalanced budget in two years primarily being due to timing associated with phasing in rate
funding depreciation on core infrastructural assets and the use of reserves to reduce rates.
Capacity of the community to fund costs - rates affordability

42

Both the previous 2018 and proposed 2021 financial strategy consider the capacity of the
community to fund the costs in terms of rates affordability. Council’s overall indicator of
affordability is median household rates being at 5% of median household income (derived from
the 2007 Independent Inquiry into Local Government Rates).

43

In 2019/20 median rates across Southland District made up 3.95% of median household income.
Using the LTP forecasts, staff project that rates will make up 4.4% of median household income
in 2021/22 and remain below 5% until 2023/24 before rising to just below 6% in 2030/31.

44

While the level of rates revenue is needed to maintain levels of service and meet higher regulatory
standards, the ability to deliver this and keep rates affordable is becoming increasingly difficult. As
stated earlier in the report, this means Council may either need to revisit its levels of service and
funding decisions or alternatively reconsider its assessment of rates affordability in the future.
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Feedback from Finance and Assurance Committee
45

Feedback was received from the Finance and Assurance Committee workshop on 15 February.

46

In relation to the draft infrastructure strategy, the committee also recognised that a key point is
that Council is working towards fully funding depreciation on core infrastructure in order to fund
renewals of these assets from rates.

47

Regarding the draft financial strategy, the committee supported setting the debt limit at 175% of
total income and discussed options for the rate increase limit, suggesting that this be set this at
8% annually over the plan period, noting that Council will exceed this limit in the first two years.
Staff have incorporated these two limits into the draft financial strategy.
Feedback from audit

48

49

Several adjustments have been made to the draft financial strategy as a result of audit review and
these changes have been incorporated into attached draft. The main changes include:
•

an adjustment to the net debt calculation which means net debt will now reduce in the
latter years of the plan

•

change to the way operating and capital expenditure are shown in the total expenditure
graph (show columns are stacked)

Amendments have also been made to the draft infrastructure strategy in response to the audit
review. These amendments include:
•

alignment with consultation document

•

clarity around relevant significant forecasting assumptions

•

clarification of timing of projects outlined in the strategy

•

adding further detail on condition of assets.

Factors to Consider
Legal and Statutory Requirements

50

Before adopting the LTP consultation document, the local authority must prepare and adopt the
information that is relied on to produce the consultation document (LGA s.93G). The
infrastructure and financial strategies form part of this information.
Infrastructure strategy

51

The infrastructure strategy is a legislative requirement pursuant to s.101B of the LGA. The
mandatory content of the infrastructure strategy includes the need to:
•

explain any renewals or replacements of existing assets

•

respond to growth or decline in demand for services reliant on those assets

•

allow for planned increases or decrease in levels of service provided through these assets

•

maintain or improve public health and environmental outcomes or mitigate adverse effects
on them
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•

provide for the resilience of infrastructure assets by identifying and managing risks relating
to natural hazards and by making appropriate financial provision for those risks.

52

The strategy must identify the asset scenario that Council considers is most likely to occur and
show indicative estimates of the capital and operating expenditure required to manage
infrastructure assets in that scenario. Expenditure estimates must be on an annual basis for the
first 10 years, but may be in five-year blocks for the subsequent 20 years.

53

The strategy must also:

54

•

estimate the timing and cost of significant capital expenditure decisions the local authority
expects to make under the scenario, and the options it will need to consider

•

identify major assumptions on which the most-likely-asset-scenario is based.

The strategy is required to address infrastructure assets for roads and footpaths and Three Waters
activities. The community infrastructure assets and activities outlined at paragraph 11 have also
been included, to provide a complete picture of Council’s infrastructure assets.
Financial strategy

55

Section 101A(1) of the LGA requires all councils to prepare and adopt a financial strategy. The
purpose of a financial strategy is to:
•

facilitate prudent financial management by providing a guide for considering proposals for
funding and expenditure; and

•

provide a context for consultation, by making transparent the overall effects of proposals
on services, rates, debt and investments.

56

Section 101A(3) of the LGA sets out the information that must be contained in a financial
strategy as noted in paragraph 29 of this report.

57

Council is required to follow the special consultative procedure (SCP) outlined in the LGA in
relation to the LTP. The SCP requirements will be adhered to by:
•

ensuring that the consultation document and supporting information are publicly available

•

providing an opportunity for people to present their views

•

having a consultation period not less than a month long.

Summary
58

It is staffs assessment that both of the strategies comply with these statutory requirements.
Community Views

59

The draft infrastructure and financial strategies will be made publicly available as part of the
supporting information to the LTP 2031 consultation document. As a result of submissions
received, Council may decide to amend these strategies when it adopts The LTP in June 2021.
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Both strategies and activity management plans (AMPs) have been informed by workshops held
with Council and community boards over the past 18 months. This has ensured a high degree of
community level input particularly given the role that boards have in terms of representing their
communities of interest.
Costs and Funding

61

The draft infrastructure strategy shows costs relating to infrastructure assets and activities over a
30 year period. It indicates a step change in investment is required in order to fund the works
required to ensure Council’s infrastructure is fit for purpose.

62

The draft infrastructure strategy and associated AMPs set out the expenditure required to deliver
the LoS the community expects and therefore the funding needed. The draft financial strategy
seeks to balance this expenditure with the call on funding from rates and debt.

63

These factors are inter-related and movement in one causes movement in at least one of the
other variables. For example, if rates are reduced then some combination of reduced or delayed
expenditure is required, which in turn will likely result in a reduced LoS being delivered, or
increased debt.

64

The draft financial strategy and infrastructure strategy present the Council’s proposed approach
to these challenges and detail the key financial parameters and limits the Council will operate
within over the period of the LTP 2031.

65

Key financial aspects include:
•

forecast capital expenditure over the ten years is $448 million (up from $264 in the 2018
LTP). $347 million of this is related to infrastructure renewals. The increases are primarily
related to transport, community resources and three waters infrastructure as outlined in the
infrastructure strategy

•

forecast operating expenditure over the ten years is $1.1 billion (up from $800 million in
the 2018 LTP). The increases are related to inflationary pressures, the cost of meeting
regulatory requirements, improving maintenance, fully funding of depreciation on key
infrastructure and increases in annual roading costs related to additional maintenance costs
for roads, associated structures and footpathst

•

The timeframe for phasing in funding depreciation (rate funding renewals) on water and
sewerage assets has been extended in order to lower rate increases in the early part of the
plan

•

forecast net debt increases from $41 million (45% of total revenue), peaking at $123 million
in 2027/28 (103% of total revenue) before reducing to $105 million (78% of total revenue)
at the end of the period. The increase is debt is occurring because of the proposed capital
expenditure programme for transport, community resources and three waters. Considering
the revised debt limit of 175%, Council will maintain borrowing headroom of between $84$130 million over the period, which can be accessed to fund unexpected events

•

forecast annual rates revenue will increase over the period from $55 million to $88 million
(60%) in order to fund increased operating costs and depreciation

•

Council will maintain a balanced budget in eight years with a marginally unbalanced budget
in 2022/23 and 2023/24.
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Policy Implications

66

The LTP is Council’s primary plan to strategically manage and develop the District. A number of
strategies and policies inform the preparation of the LTP, of which the draft infrastructure
strategy is a key pillar, alongside the financial strategy.

67

The financial strategy will determine the level of funding, rates, rates limits, debt, funding of
depreciation and other financial impacts. These impact directly on the development of the LTP,
including the level of capital works that could be undertaken over the 10 year period, and levels
of service provided.
Analysis
Options Considered

68

The following reasonably practicable options have been identified:
•

option 1 - endorse the draft infrastructure strategy and draft financial strategy to be used in
the LTP 2031 consultation document, with amendments as required

•

option 2 - do not endorse the draft infrastructure strategy and draft financial strategy as
presented.

Analysis of Options
Option 1 endorse the draft infrastructure strategy and draft financial strategy to be used in
the LTP 2031 consultation document, with amendments as required
Advantages


the strategies provide additional information
to the public about the LTP proposals for
expenditure/funding to assist them to
provide feedback on the consultation
document



Council will be on track to meet its
requirements under section 10 part 17 of the
LGA



the draft strategies reflect previous Council
and community board decisions around
proposed expenditure and funding for the
purposes of consultation



provides clarity on rates and debt limits



reflects Council’s view of prudent financial
management



Council will be closer to adopting a 30 year
strategic vision for its assets. This will inform
and guide Council work and inform the
community.

7.5

Disadvantages


if amendments are required, depending on
the nature/extent of these, the adoption of
the draft strategies and other related LTP
document may be delayed



members of the public may find it difficult
to understand which piece of supporting
information to look at for further
information.
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Option 2 do not endorse the draft infrastructure strategy and draft financial strategy as
presented
Advantages


this option would give Council more time to
consider and reflect



would give clarity on Council’s preferred
approach.

Disadvantages


the strategies may not be available to
interested parties to help them find more
detail about the activity and how the LTP
forecasts have been prepared



the development of the key LTP strategies
and policies may be delayed until the
Council determines next steps for these
strategies



lack of clarity from governance on
appropriate asset/financial management.

Assessment of Significance
69

The decision to endorse the draft infrastructure strategy and draft financial strategy as part of the
supporting information to the consultation document is considered significant in relation to
Council’s Significance and Engagement Policy and the LGA.

70

The likely impact and consequences of these strategies, once they are adopted, is considered
significant for the current and future social, economic, environmental or cultural wellbeing of the
District. Council is being asked to endorse the two draft strategies for consultation, which is part
of the LTP decision making process.

71

A thorough process has been followed in the drafting of these strategies. Community views will
be considered through the formal consultation process. Both strategies and AMPs are based on
numerous workshops held with Council and community boards, ensuring that there has been
extensive community level input. In addition, discussions occurred with Te Ao Mārama
Incorporated on behalf of local iwi. In relation to the decision being made, Council has also taken
into consideration the high significance of this matter when it has:
•

identified the potential implications

•

identified the reasonably practicable options

•

assessed the options in terms of their advantages and disadvantages

•

considered the likely costs

•

kept written records documenting compliance with these requirements.

Recommended Option
72

Staff recommend option 1, that Council endorse the draft infrastructure strategy and draft
financial strategy as supporting information to the consultation document.
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Next Steps
73

If Council proceeds with option 1, the draft infrastructure strategy and draft financial strategy will
be included as supporting information to the LTP 2031 consultation document.

74

The formal consultation period for the consultation document is proposed to run from 12 March
to 14 April 2021. Council is expected to receive written and oral submissions relating to the LTP
2031 consultation document on 27 and 28 April 2021, which will include any feedback associated
with the strategies.

75

The draft infrastructure strategy and draft financial strategy will be presented to Council for
deliberation on 5 May 2021, as part of LTP deliberations. Adoption of the strategies, as part of
the LTP, will occur after this, in June 2021.

76

If Council proceeds with option 2, the next steps will depend on the changes or actions proposed
by Council.

Attachments
A
B
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Draft Significance and Engagement Policy Deliberations and Adoption
Record No:
Author:
Approved by:

R/21/2/5607
Carrie Adams, Intermediate Policy Analyst
Trudie Hurst, Group Manager Customer Delivery

☒ Decision

☐ Recommendation

☐ Information

Purpose
1

The purpose of this report is to provide information and to present options to Council, so that it
can make decisions on the draft Significance and Engagement Policy (the draft policy). This
report is also to present the draft policy for adoption.

Executive Summary
2

The Significance and Engagement Policy enables Council and its communities to identify the
degree of significance attached to particular matters, and it provides clarity about how and when
communities will be engaged. Only minor changes have been made to the draft policy since it
was last reviewed.

3

Council has completed public consultation on the draft policy. At its meeting 28 January 2021,
Council received four written submissions.

4

All four submissions supported all the provisions in the draft policy.

5

Staff are requesting Council to select how it would like to proceed.

6

If Council decides to adopt the draft policy included with this report as Attachment A (option 1),
it is recommended that this policy come into effect immediately upon adoption by Council.

7

If Council propose a different way forward (option 2), staff will action the request of Council. If
Council are proposing amendments to the draft policy, staff will make the amendments and
present the final policy to Council on 14 April 2021, for adoption.
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Recommendation
That the Council:
a)

2 March 2021.

b)

Determines that this matter or decision be recognised as not significant in terms of
Section 76 of the Local Government Act 2002.

c)

Determines that it has complied with the decision-making provisions of the Local
Government Act 2002 to the extent necessary in relation to this decision; and in
accordance with Section 79 of the act determines that it does not require further
information, further assessment of options or further analysis of costs and benefits
or advantages and disadvantages prior to making a decision on this matter.

d)

Considers the feedback received on the draft Significance and Engagement Policy.

e)

Agrees to adopt the Significance and Engagement Policy.

f)

Agrees that the Significance and Engagement Policy will come into effect and
supersede the current policy immediately upon adoption by Council.

Background
8

The current Significance and Engagement Policy was adopted in 2017 as per the requirements of
the Local Government Act 2002 (LGA). The policy is reviewed every three years as part of the
Long Term Plan (LTP) process.
Issues
Strategic assets

9

Under s.76AA of the LGA, a significance and engagement policy is required to list the assets
considered by a council to be strategic assets. The list of strategic assets endorsed by Council in
the draft policy that went out for consultation includes:
•

roading and bridge network as a whole

•

Around the Mountain Cycle Trail network as a whole

•

water treatment plants and reticulation networks as a whole

•

township wastewater treatment plants and reticulation networks as a whole

•

township stormwater reticulation networks as a whole

•

portfolio of District reserves (parks/reserves) as a whole

•

Stewart Island Electricity Supply Authority

•

Te Anau Airport at Manapouri as a whole

•

community housing as a whole.
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10

The Around the Mountain Cycle Trail has been included as a strategic asset in the draft policy,
since it was last reviewed.

11

The feedback from submitters supported the inclusion of the Around the Mountains Cycle Trail
and community housing as strategic assets.
Proposed changes

12

The proposed changes to the current policy are minor and include:
•

clarification of the factors used to assess the significance of an issue

•

revision of the engagement with iwi/Māori provisions

•

terminology and legislative references updates

•

removal of reference to community development area subcommittees

•

formatting of the engagement spectrum approach table to make it more user friendly.

Factors to Consider
Legal and Statutory Requirements

13

Under s.76AA of the LGA, a significance and engagement policy is required to outline:
•

Council’s general approach to determining significance

•

any criteria or procedures that are to be used by Council in assessing extent to which matters
are significant or may have significant consequences

•

how Council will respond to community preferences about engagement, including the form
of consultation that may be desirable

•

how Council will engage with communities on other matters.

14

As discussed above, significance and engagement policies also must list the assets considered by
councils to be strategic assets.

15

Section 79 of the LGA enables Council to exercise its discretion about how to comply with
certain decision-making requirements in ss.77 and 78 of the LGA, in proportion to the
significance of the matter or decision. These requirements include:

16

•

the degree to which Council identifies and assesses options in respect of each decision or
matter (including the identification of costs and benefits)

•

the extent and detail of any information to be considered

•

the extent and nature of any written record to be kept of the decision.

How a council assesses the significance of a matter can be challenged. The courts may (and in the
past have) overturned council decisions for non-compliance with a council’s own policy. In the
event a council wanted to make a decision that would be contrary to its significance and
engagement policy, it may do so, provided it follows a process set out in s.80 of the LGA.
Community Views

17

A summary of the community views captured through the formal consultation process on the
draft policy was outlined in the issues section of the report that went to Council on 28 January
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2021. The full submission booklet of the feedback received though the consultation process was
also included as an attachment to that report.
Costs and Funding

18

There will only be minor costs associated with progressing the draft policy through the
consultation process, including the costs associated with staff time and advertising. These costs
will be met within current budgets.
Policy Implications

19

If adopted, it is likely that Council will reach similar conclusions on the level of significance of
particular matters, and that community engagement will occur with similar frequency and in
similar form, to what is done currently.
Analysis
Options Considered

20

The following reasonably practical options have been identified:
• option 1 – that Council proceed and make decisions now on the issues identified for the draft
policy, and adopt the draft policy
• option 2 – that Council proposes a different way forward (such as amending the draft policy).
Analysis of Options
Option 1 adopt the draft Significance and Engagement Policy
Advantages


Council has captured community views on
the draft policy and is in an informed
position



the draft policy has been updated



achieves legislative compliance.

Disadvantages


no known disadvantages.

Option 2 propose a different way forward
Advantages


would give clarity on Council’s preferred
approach.

Disadvantages


the public will have an expectation that a
decision will be reached on the draft policy



will be difficult to complete review of the
policy prior to 2021-31 LTP consultation.

Assessment of Significance
21

The decisions Council is making in regard to this report have been assessed as not being
significant in relation to Council’s current Significance and Engagement Policy and the Local
Government Act 2002. No major changes are proposed to the current policy.
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Recommended Option
22

It is recommended that Council proceed with option 1 and adopt the draft policy.
Next Steps

23

If Council proceeds with option 1, adopts the draft policy, staff would give public notice of the
adoption of the policy. Staff would also send letters to people who submitted on the draft policy,
informing them of the final outcome.

24

If Council proceeds with option 2, staff will outline next steps in line with the approach taken.

Attachments
A
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Draft Policy on Development and Financial
Contributions - Deliberations and Adoption
Record No:
Author:
Approved by:

R/21/2/5608
Carrie Adams, Intermediate Policy Analyst
Anne Robson, Chief Financial Officer

☒ Decision

☐ Recommendation

☐ Information

Purpose
1

The purpose of this report is to provide information and to present options to Council, so that it
can make decisions on the draft Policy on Development and Financial Contributions (the draft
policy). This report is also to present the draft policy for adoption. The draft policy is included as
Attachment A.

Executive Summary
2

In the draft policy, the development contributions (DCs) part of the policy, which allow councils
to apportion the costs associated with additional demand to those creating the demand, has been
kept in remission on the basis that Council wants to encourage growth. The financial
contributions part of the policy (FCs), which sets out to mitigate the environmental effects of
development, would continue to be collected through the Southland District Plan. FC’s are
proposed to be collected on roading and reserves.

3

Council has completed public consultation on the draft policy. At its meeting 28 January 2021,
Council received three written submissions on the draft policy. All three submissions supported
all the provisions in the draft policy.

4

Staff are requesting Council select how it would like to proceed.

5

If Council decides to adopt the draft policy, it is recommended the draft policy come into effect
on 1 July 2021, to align with the start of the financial year, and the Long Term Plan 2031.

6

If Council propose a different way forward, staff will action the request of Council. If Council
propose amendments to the draft policy, staff will make the amendments and present the final
policy to Council on 14 April 2021, for adoption.
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Recommendation
That the Council:
a)
Contributions -

3 March 2021.

b)

Determines that this matter or decision be recognised as not significant in terms of
Section 76 of the Local Government Act 2002.

c)

Determines that it has complied with the decision-making provisions of the Local
Government Act 2002 to the extent necessary in relation to this decision; and in
accordance with Section 79 of the act determines that it does not require further
information, further assessment of options or further analysis of costs and benefits
or advantages and disadvantages prior to making a decision on this matter.

d)

Considers the feedback received on the draft Policy on Development and Financial
Contributions.

e)

Adopts the Policy on Development and Financial Contributions.

f)

Resolves that the Policy on Development and Financial Contributions will come
into effect and supersede the current policy on 1 July 2021.
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Background
7

Development contributions (DCs) are established under the Local Government Act 2002 (the
LGA) and are a capital charge on development to recover a fair, equitable and proportionate
share of the capital costs that development imposes on network/community
infrastructure. Financial contributions (FCs) are established under the Resource Management
Act 1991 (the RMA) and are a capital charge for works undertaken to mitigate the environmental
effects of subdivision, land use and development.

8

The draft policy is consistent with the current policy in that it puts the collection of DCs into
remission on the basis that Council wants to encourage growth. The FC part of the policy is
operative.

9

DCs and FCs have not been a significant revenue stream for Council. Approximately $57,000 of
FCs have been collected since the current policy was adopted in 2018. While contributions do
have the potential to be a useful funding source for some specific projects, the ability to realise
that revenue is dependent on the economic cycle and trends in development and also what
demand-related capital expenditure is carried out.

10

The draft policy was endorsed for consultation by Council in October 2020. Consultation was
carried out in line with s.82 of the Local Government Act 2002 (LGA) and ran from 4
November to 4 December 2020. Three submissions were received. On 28 January 2020, Council
received the submissions on the draft policy.
Issues

11

12

The draft policy is very similar to Council’s current Development and Financial Contributions
Policy, but minor updates and amendments have been made. These are:


amending population projection data



amending financial data



amending growth assumptions



updating the projects being undertaken



amending dates



updating legislation.

As required by the LGA, staff have included in the schedules to the draft policy, the projects being
undertaken in the LTP 2031 that have a demand related component. Currently two demand related
projects have been identified, the Te Anau wastewater and Riverton cemetery projects.
Having the DC part of the policy in remission

Requirement for growth
13

Section 197AB(a) of the LGA requires that DCs only be assessed for demand related
expenditure. As such, DCs should only be assessed where there is projected growth that is likely
to increase demand for services/activities and where capital expenditure is planned to meet this
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additional demand. There is some population growth predicted in parts of the District over the
period of the LTP 2031, which may justify imposing DCs.
14

In order to justify imposing DCs, activity managers would also need to be planning capital
expenditure related to growth. This is the only type of expenditure that can be considered in the
assessment of DCs (all operational costs, maintenance and overheads etc are excluded). As outlined
above, there are two projects planned that will have capital expenditure relating to growth.
Further legislative requirements

15

Council must also consider s.101(3)(a) of the LGA, when it determines the sources for
expenditure requirements. This section states that funding needs to meet expenditure
requirements, must be met from sources that Council determines to be appropriate, following a
consideration of a number of matters. These factors include who is benefiting, and when the
benefits are expected to occur. Council also must consider the overall impact of any allocation of
liability for revenue needs on the community.

16

Council’s consideration of these matters, as it relates to the funding of capital expenditure, is
outlined in the Revenue and Financing Policy. The analysis contained in the Revenue and
Financing Policy is also applicable to this policy.
Feedback from public consultation

17

Submitters supported keeping DCs in remission and FCs operative, as proposed in the draft policy.
This is illustrated by the following summary of those submissions:


supports Council to continue to support and enable the economic growth and development of
the community and region at large by continuing to keep the payment of development
contributions in remission



supportive of continuing to charge financial contributions to offset the negative impacts of
development. Acknowledges the substantial cost towards maintaining the roading network.
When FCs are used for reserves, development should be in keeping with natural
environment/surrounding.

Factors to Consider
Legal and Statutory Requirements

18

Section 102 of the LGA requires Council have a policy on DCs and FCs. Section 106 of the
LGA sets out the requirements of the policy. Sections 197-211 and Schedule 13 cover the
application and calculation methodology related to contributions.

19

Council may review its position on contributions at any time, but is required to do so at least
once every three years. The current policy therefore must be reviewed by June 2021. If Council
wants to make changes to the policy after it is adopted, it would have to undertake a
consultation process providing information on the proposed change to people interested in
or affected by the matter, and encourage people to present their views to Council.

20

When developing a Financial and Development Contributions Policy, Council must consider a
number of principles that are outlined in the LGA. Section 197AB(a) outlines that DCs should
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only be required if developments will create or have created the need for Council to provide new
or additional assets or assets of increased capacity.
21

Council must also consider the principle in s.197AB(c) of the LGA, which outlines that cost
allocations used to establish DCs should be determined according to, and be proportional to, the
persons who will benefit from the assets to be provided (including the community as a whole) as
well as those who created the need for those assets.

22

There is no legislative requirement for this policy to be included in the LTP. The policy is
required to be released for public consultation in compliance with s.82 of the LGA, which has
been completed.
Community Views

23

A summary of the community views captured through the formal consultation process on the
draft policy was outlined in the issues section of the report that went to Council on 28 January
2021. The full submission booklet of the feedback received though the consultation process was
also included as an attachment to that report.
Costs and Funding

24

As the draft policy has the same approach to both DCs and FCs as the current policy, the
funding obtained through FCs is likely to be similar to what is currently collected. The revenue
collected will be dependent on the economic cycle and trends in development.
Policy Implications

25

The draft policy would continue to have DCs in remission. This means that if the draft policy is
adopted, DCs will not be assessed when development takes place.

26

Continuing to have the DC part of the policy in remission would mean that the costs associated
with demand are borne by ratepayers (and by those who have paid previous DCs). However,
Council has taken an approach that encourages development in Southland District, recognising
that this will benefit the community as a whole.

27

In the draft policy, FCs, which are collected through resource consents under the Southland District
Plan, apply to development in the Southland District and will be taken for roading and reserves.
Analysis
Options Considered

28

The following reasonably practical options have been identified:
• option 1 – that Council proceed and adopt the draft policy
• option 2 – that Council proposes a different way forward.
Analysis of Options
Option 1 adopt the draft Significance and Engagement Policy
Advantages
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Council has captured community views on the
draft policy and is in an informed position



the draft policy has been updated



achieves legislative compliance



may encourage growth and development in
Southland District, which would have wide
public benefit.



by having the DC part of the policy in
remission, it may frustrate some developers
who have already paid DCs



Council may miss assessing DCs on a
development



rate payers may not like bearing the cost of
demand related expenditure.

Option 2 propose a different way forward
Advantages


would give clarity on Council’s preferred
approach

Disadvantages


the public will have an expectation that a
decision will be reached on the draft policy



if Council would like to recommend
changes to the draft policy (that are more
than minor wording changes), it may
jeopardise auditor approval and completing
the LTP within the required timeframe.

Assessment of Significance
29

The decisions Council is making in regard to this report have been assessed as not being
significant in relation to Council’s Significance and Engagement Policy and the Local
Government Act 2002. No major changes are proposed to the current policy.
Recommended Option

30

It is recommended that Council proceed with option 1 and adopt the draft policy.
Next Steps

31

If Council proceeds with option 1, and adopts the draft policy, staff would give public notice of
the adoption of the policy. Staff would also send letters to people who submitted on the draft
policy, informing them of the final outcome.

32

If Council proceeds with option 2, staff will outline next steps in line with the approach taken.

Attachments
A
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Supporting Documentation - Long Term Plan 2021-2031
Record No:
Author:
Approved by:

R/21/2/6667
Jason Domigan, Corporate Performance Lead
Trudie Hurst, Group Manager Customer Delivery

☒ Decision

☐ Recommendation

☐ Information

Purpose
1

This report recommends that Council adopts the supporting information for the Long Term Plan
2021-2031 (LTP) for consultation from 9am 12 March 2021 to 5pm 14 April 2021.

Executive Summary
2

All councils are required by legislation to adopt an LTP and review it every three years. The process
to develop Council’s LTP began in early 2019.

3

Under the Local Government Act 2002, local authorities are required to develop a consultation
document for the purpose of consulting with the community as well as making publicly available
the information that provides the basis for the preparation of the LTP.

4

Staff have developed a set of information which reflects the decisions and guidance that has been
provided by elected members (the supporting information).

5

The supporting information contains a number of documents that support the content of the
consultation document and provides the basis for the preparation of the LTP.

6

At previous meetings and workshops, Council endorsed a number of supporting documents. The
report outlines changes which have been made to these documents since and recommends these
be adopted by Council.

7

A number of other documents have also now been prepared and are attached for Council’s
review and adoption.

8

The next step in the LTP process is for the consultation document to be adopted and released
for public consultation at 9am on 12 March 2021. Submissions will close at 5pm, Wednesday, 14
April 2021.

9

The draft issues and options papers following the consultation and hearing process will be
presented to Council for deliberation on 5 May 2021, as part of LTP deliberations. Adoption of
the LTP, will occur after this, in June 2021.
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Recommendation
That Council:
a)

- Long Term Plan 20214 March 2021.

b)

Determines that this matter or decision be recognised as significant in terms of
Section 76 of the Local Government Act 2002.

c)

Determines that it has complied with the decision-making provisions of the Local
Government Act 2002 to the extent necessary in relation to this decision; and in
accordance with Section 79 of the act determines that it does not require further
information, further assessment of options or further analysis of costs and benefits
or advantages and disadvantages prior to making a decision on this matter.

d)

Agrees to adopt the following documents as information that provides the basis for
the preparation of the Long Term Plan (LTP) and consultation document in
accordance with Section 93G of the Local Government Act 2002, and acknowledge
these documents are to be made publicly available during the consultation period
9am 12 March 2021 to 14 April 2021:
(i)
(ii)
(iii)
(iv)

Draft activity management plans (attachments A and B)
Draft performance management framework (attachment C)
Draft activity structure (attachment C, page 5)
Prospective financial statements (included in attachment J, pages 3-8) and
activity funding impact statements (attachment D)
(v)
Financial prudence benchmarks (attachment E)
(vi) Funding impact statement rates section (included in attachment J, pages 9-26)
(vii) Significant forecasting assumptions (attachment F)
(viii) Schedule of projects (attachment G)
(ix) Schedule of community assistance funding (attachment H)
(x)
Proposed new rating boundaries (included in attachment J, pages 27-51)
(xi) Proposed fees and charges (included in attachment J, pages 54-75)
(xii) Schedule of reserves (included in attachment J, pages 76-87)
e)

Agrees that in accordance with Section 100 of the Local Government Act 2002, that
it is financially prudent for Council to project operating deficits in the second and
third year of the plan.

f)

Agrees to delegate responsibility to the chief executive to approve any final edits
required to the supporting information in order to finalise the documents and
make them available to the public.

Background
10

All councils are required by legislation to adopt a Long Term Plan (LTP) and review it every
three years. The LTP sets out Council’s activities, plans, budgets and policies and must be
adopted before the beginning of the first year it relates to, having used a special consultative
procedure to consult with the community.
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11

The process to develop Council’s LTP began in early 2019. The LTP process provides the most
significant opportunity for Council to review the direction that it wishes to go in, and ensure
Council is delivering the appropriate services for Southland District.

12

A number of workshops and discussions have been held over the past two years in preparation
for the LTP. As part of this, Council’s financial strategy and infrastructure strategy have been
reviewed. These documents are combined in a separate report, and set out the key challenges
facing the District and the approach Council will take in addressing these issues.

13

In preparing the budgets for the LTP, individual departmental budgets were prepared by
managers and reviewed by finance staff as well as the Executive Leadership Team.
Council reviewed district budgets and various inputs into its plan at workshops and meetings
from July 2020 to February 2021.

14

Many of the projects and budgets forming part of the Activity Management Plans (AMPs) were
discussed with the Community Boards and Water Supply Subcommittees at their LTP budget
meetings held from October to December 2020. As a result of these meetings, some
amendments were made to the AMPs and associated budgets.

15

The total proposed rate increase is forecast for 2021/2022 year to be a 10.27% increase from
2020/2021 ($5.06 million). Please note this rate increase is based on rates only, and therefore
differs slightly to what is in the consultation document (10.15%), which calculates the rates
increase using the rates revenue on the statement of comprehensive revenue and expense. The
rates revenue on the statement of comprehensive revenue and expense includes rates, rates
penalties, water metre rates and internal rates offsets.

16

The total proposed rates (GST exclusive) for the 10 years of the LTP is as follows:
Year
Total
rates
($M)
Rates
increase
($M)

21/22

22/23

23/24

24/25

25/26 26/27

27/28

28/29

29/30 30/31

$54.3

$59.8

$63.3

$67.8

$71.5

$73.3

$77.4

$81.2

$83.4

$87.3

$5.06

$5.5

$3.4

$4.5

$3.8

$1.8

$4.1

$3.8

$2.2

$3.9

5.63%

4.91%

2.66% 4.68%

Rates
increase 10.27% 10.21% 5.76% 7.07%
(%)

5.54% 2.47%

17

A summary outlining the various rate types that make up these totals are included in attachment
I. Commentary explaining the significant movements in the rate types proposed for the 10 years
of the LTP is also included in attachment I.

18

The significant drivers of the $5.06 million increase in rates from 2020/2021 to 2021/2022 are
summarised below:
 $2.1 million in the roading rate due to the decision to utilise the strategic asset reserve in
2020/2021 to fund operating costs (reducing the impact of Covid-19 on ratepayers), and
increases in capital works, depreciation, and maintenance. This has been offset by further
utilisation of the strategic asset reserve in 2021/2022, and reductions in emergency
reinstatement costs, footpath renewals and drainage level of service works
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 $1.3 million in District wastewater rate due to the Te Anau scheme, changes to the way staff
are allocated to three waters, and increases in capital works, depreciation, loan costs, CCTV
inspection costs and maintenance. These increases have been partially offset by three waters
stimulus funding
 $700,000 in local rates due to the proposed new SIESA rate, Te Anau rural water supply
costs, Waihopai Toetoe pool grants, mowing costs, and increased cyclical maintenance of
community assets. This has been offset by cemeteries, litter bins and local representation
now being funded by the District general rate and stormwater being funded by a new District
stormwater rate
 $586,000 in the District water rate due to increases in capital works, depreciation, and loan
costs. This has been partially offset by three waters stimulus funding
 $274,000 in District stormwater rate due to increases in condition assessments, compliance
and maintenance costs. This has been partially offset by three waters stimulus funding
 $18,000 in the District general rate due to increases in employee expenses (legislative
requirements), iwi contribution and maintenance. In addition, local representation,
cemeteries, and litter bins have moved from the local rates. This was offset by a reduction in
net internal costs (changes to the way staff are allocated to corporate and three waters
activities, removal of internal interest charges, and removal of ward and township allocations
under the new local rating approach)
 $20,000 regional heritage rate and $44,000 rubbish collection rate had no significant increases
other than inflation.
19

Each of the individual rate types and how they are charged to properties are explained in the
funding impact statement (rates section) included in attachment J (pages 9-24).
LTP supporting information

20

Instead of a draft LTP, local authorities are required to develop a consultation document for the
purpose of consulting with the community as well as making publicly available the information
that provides the basis for the preparation of the LTP.

21

Staff have developed the following set of supporting information which provides more detail and
context about the LTP consultation document. This material reflects the decisions and guidance
that has been provided by elected members and will be available online through the consultation
period. The table below identifies the documents that have already been approved by Council
and those that staff are seeking Council to approve as part of this report:
Documents Council is being asked to
endorse

Documents Council has already
endorsed

Infrastructure strategy (separate report)

Revenue and Financing Policy

Financial strategy (separate report)

Accounting policies

Significance and Engagement Policy (separate
report)
Development and Financial Contributions
Policy (separate report)
Draft activity management plans
Performance management framework
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Draft prospective financial statements and
activity funding impact statements
Financial prudence benchmarks
Funding impact statements (rates section)
Significant forecasting assumptions
Schedule of projects
Schedule of community assistance funding
Proposed new rating boundaries and rating
boundary maps
Proposed fees and charges
Schedule of reserves
22

The above information has been relied upon in the preparation of the consultation document.
Changes to supporting information

23

A small number of changes have been made to the supporting information to correct omissions
or errors identified, to provide clarification or as a result of new information received since
decisions were made. Apart from these minor changes, further changes are set out below.
Draft activity management plans (AMPS)

24

Activity managers have prepared draft AMPs as supporting documents that underpin the LTP.
These plans take into account the revised strategic framework and activity groups confirmed by
Council in 2020, as well as additional knowledge about the activities and operating environment
that has been gained since the 2018 versions were developed for the current LTP.

25

Summaries of the draft AMPs were presented to Council at workshops in August 2020. The
information was discussed with activity managers and provided direction for activity budgets that
were finalised later in 2020.

26

While Council is being asked to review the draft AMPs today, these continue to be living
documents and will need to be updated to reflect any future decisions Council makes regarding
the LTP. The primary audience for each AMP is the activity manager and staff.

27

Four priority draft AMPs were reviewed and endorsed by the Finance and Assurance Committee
on 15 February 2021. These activities were as follows:
 transport AMP
 water supply AMP
 wastewater AMP
 stormwater AMP

28

Minor changes have been made to those AMPs above to ensure the financial data and
subsequent information has been updated.
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In addition to the draft AMPs outlined above, the other nine draft AMPs are as follows:
 environmental services AMP
 emergency management AMP
 community leadership AMP
 water facilities AMP
 community facilities AMP
 community services AMP
 open spaces AMP
 waste services AMP
 SIESA AMP

30

The full collection of draft AMPs is attached for review in attachments A and B.
Draft performance management framework

31

The draft performance management framework is included as attachment C.

32

The draft performance management framework shows how each activity contributes to the four
community outcomes, what levels of service will be provided, how performance will be
measured, key performance indicators (KPI) and what Council’s targets are.

33

Council activities and their grouping is important as it defines the work that Council undertakes
and creates transparency in the planning and financial delivery of the services to the community.

34

The draft performance management framework includes changes to the way that Council groups
its activities. In the 2018-2028 LTP there were nine groups and 26 separate activities. On 19
June 2019, Council noted the proposed Council activities and the changes that mean that the
group of activities changed from nine to seven and the number of activities has changed from 26
to 13.

35

A minor amendment to the activity groups is proposed to align with updated terminology
identified through the development of the infrastructure strategy and AMPs. The original
activities endorsed by Council included a group as outlined below:
Group

Activity

Originally endorsed name

Sewerage and the treatment
and disposal of sewage

Sewerage

Proposed amended name

Wastewater (sewerage and the Wastewater (sewerage)
treatment and disposal of
sewage)

36

It is proposed to rename the group and activity outlined in the table above. The originally
endorsed name reflects the LGA terminology for the activity group, however, the term is
considered to be outdated and is better reflected by the term wastewater.

37

The use of the term wastewater is reflected throughout the key supporting documentation such
as the infrastructure strategy and AMPs. This update to the activity groups has been supported by
Audit NZ through the recent audit process.
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38

The graphic of the amended Council activities is included within the performance management
framework in attachment C (page 5)

39

The number of key performance indicators (KPI’s) including both internal and external KPI’s
has changed from 113 to 46. The key reason for this is to refine and simplify the KPIs. There
have also been some changes to wording of the levels of service and some KPIs have been
deleted including the previous council activity known as District leadership that incorporated the
internal support areas.

40

Council’s performance management framework has been reviewed by each activity manager
during the preparation of the activity management plans (AMPs). Members of the LTP project
team have also reviewed the proposed measures and targets in more detail.

41

This framework will be used as a supporting document for the 2021-2031 LTP consultation
document and summarised in the final LTP adopted in June. It will also be used to complete the
community outcomes and levels of service information in the 2021-2031 AMPs.

42

The framework will also be reviewed by Audit New Zealand as part of their audit of the LTP.
Significant forecasting assumptions

43

The draft significant forecasting assumptions were reviewed by the Finance and Assurance
Committee on 15 February 2021 and those changes have not been endorsed by Council since
they were originally developed and endorsed in February 2020.

44

In addition to the changes endorsed at the Finance and Assurance meeting, the significant
forecasting assumptions have been further updated as a result of the audit review in the areas
outlined below and are shown in red text in the full table of assumptions in attachment F.


change the climate change assumption level of uncertainty from low to moderate



change the subsidies for roading assumption level of uncertainty from very low to moderate



correct the level of service assumption title to legislative changes



include a new capital expenditure delivery assumption with high level of uncertainty and
medium risk that capital projects may not be delivered as planned. This could be due to a
variety of factors as outlined below:
-

further Covid-19 lockdowns

-

capacity of local market to deliver

-

high demand on contractors resulting in higher project costs and need to rescope
causing delays to spending

-

high demand on consultancy services

-

demand on councils to complete resource and building consents affecting project
delivery.

Prospective financial statements (including activity funding impact statements)
45

The draft prospective financial statements were reviewed by Council at a workshop on 28
January 2021 and the Finance and Assurance Committee at a workshop on 15 February 2021 and
have not yet been endorsed by Council.

46

The draft prospective financial statements are included in attachment J (pages 3-8).
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47

Council’s statement of comprehensive revenue and expense is forecasting operating surpluses for
all years other than year two and three. Accordingly, Council are not considered to have a
balanced budget. Explanations for the unbalanced budget are included in attachment J (pages
52-53).

48

Council’s statement of financial position forecasts significant increases in property, plant and
equipment as a result of the planned capital works programme and associated revaluations. This
capital works is partially funded by external debt which is forecast to peak at $197 million in
2031. However, Council’s net debt position is $105 million as a result of reserves and loan
repayments being held in investments. At 30 June 2031, Council’s investments total $90 million.

49

Council is required to complete funding impact statements (FIS’s) for all eight of Council’s
groups of activities (included is also the corporate activity funding impact statement, which is
internally funded) under the Local Government Act 2002 (LGA). The funding impact statements
identify the sources of funding, the amount of funds expected to be produced by each source and
how the funds are applied. The activity FIS’s are included in attachment D.
Financial prudence benchmarks

50

The financial strategy outlines Council’s financial prudence benchmarks. Other than the rates
increase affordability benchmark limit and debt affordability benchmark limit, there has been no
change in the benchmark limits from the LTP 2018-2028.

51

Section 13 of the Local Government (Financial Reporting and Prudence) Regulations 2014 set
out the requirements for disclosure in the LTP for the planned performance. Section 10 of the
regulation requires the following benchmarks:
(a) the rates affordability benchmark (regulation 17):
(b)

the debt affordability benchmark (regulation 18):

(c)

the balanced budget benchmark (regulation 19):

(d)

the essential services benchmark (regulation 20):

(e)

the debt servicing benchmark (regulation 21):

52

A summary of the proposed financial prudence benchmarks for the LTP is included in
attachment E.

53

The financial prudence benchmarks have been presented to Council and the Finance and
Assurance Committee at workshops on 28 January 2021 and 15 February 2021.

54

Since then audit have requested the debt affordability (net debt) benchmark be corrected from
net debt slightly increasing to net debt decreasing in years eight to ten.

55

The limit on rates increases is proposed to be set at 8% annually for the 2031 LTP, on the basis
that it strikes a balance between the additional infrastructure investment needed to maintain
levels of service and fund renewals whilst keeping debt at a manageable level and having rates
that the community can reasonably afford. Council acknowledge that rate increases in year one
and two of the plan will exceed this limit, but agreed that this is a short-term situation related to
moving away from using higher levels of reserves to fund ongoing operational costs, and as such,
the lower limit was appropriate.

56

Council is also forecasting that it will not meet the balanced budget benchmark in year two and
year three of the LTP primarily due to depreciation funding. Further explanations on this can be
found in the balancing the budget statement in attachment J (pages 52-53).

57

Council are required to have a specific resolution in relation to having an unbalanced budget.
This is included as resolution E.
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Funding impact statement (rates section)
58

The funding impact statement (FIS) has not been previously reviewed by Council. This is
included in attachment J (pages 9-51) and includes maps of the amended rating boundaries
attachment J (pages 27-51).

59

These incorporate the changes to rates resulting from discussions with relevant community
boards/hall committees as follows:

60

-

establishment of Waihopai Toetoe pool rate and boundary

-

expansion to the Waianiwa hall boundary to include the Taramoa area

-

expansion of the Glenham and Seaward Downs hall boundary to include a portion of the
Mataura Island Hall boundary

-

establishment of Te Anau/Manapouri wastewater rate and boundary (commencing 1 July
2022).

In addition, the recent review of the Revenue and Financing Policy/Rating Review recommended
a number of changes to rates and rating areas as follows:
- establishment of nine new local targeted community board rates with urban (full charge),
semi-urban (half charge) and rural differentials (quarter charge) and associated boundaries
- establishment of a District wide targeted stormwater rate with a full charge and quarter charge
differential and associated boundaries
- establishment of a new local targeted Stewart Island Electricity Supply Authority (SIESA) rate
for properties on Stewart Island/Rakiura with a full charge and half charge differential and
associated boundaries
- funding waste management, local representation, litter bins and cemeteries from the District
wide general rate
- retention of the District wide targeted roading rate differentials by land use sector based on
2020 tonnage data. The table below shows the proposed share of costs in 2021/2022 by sector
compared the previous year.
Roading rate sector share of costs – 2021
Dairy
Forestry
Farming (non-dairy)
Industrial
Commercial
Residential
Lifestyle
Other
Mining

Rating
units
834
171
2,947
335
459
8,405
2,725
302
19

20/21 Actual
$000 (incl GST)
$5,243
$911
$4,748
$465
$475
$1,716
$775
$144
$298
$14,776

%
35.5%
6.2%
32.1%
3.1%
3.2%
11.6%
5.2%
1.0%
2.0%
100%

21/22 Proposed
$000 (incl GST)
$5,941
$928
$5,861
$507
$517
$2,021
$946
$179
$300
$17,198

%
34.5%
5.4%
34.1%
2.9%
3.0%
11.8%
5.5%
1.0%
1.7%
100%

Change
$000 (incl GST)
$698
$17
$1,113
$42
$42
$304
$171
$35
$2
$2,422

%
-0.9%
-0.8%
1.9%
-0.2%
-0.2%
0.1%
0.3%
0.1%
-0.3%
0%

Accounting policies
61

The accounting policies set the basis on which the Long Term Plan 2031 is prepared and the
financial information compiled. For the Long Term Plan 2031, Council staff recommend the
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accounting policies adopted by Council for its 2019/2020 Annual Report, updated for necessary
changes given that these financial statements include prospective financial information, be used.
The accounting policies have also been compared to both the LTP 2018-2028 and 2020/2021
Annual Plan.
62

These draft accounting policies for the Long Term Plan were endorsed by the Finance and
Assurance Committee on 15 December 2020 and adopted by Council on 28 January 2021.
Revenue and Financing Policy

63

The Revenue and Financing Policy was reviewed by Council ahead of the draft Long Term Plan
and adopted by Council on 28 January 2021.
Schedule of projects

64

The Schedule has not previously been reviewed by Council.

65

Community boards and water supply subcommittees have considered local projects at their LTP
budget meetings held in October and November 2020

66

The schedule of projects are included in attachment G.
Schedule of community assistance funding/grants

67

Council discussed community assistance funding (referred to as grants and donations) at its
meeting on 29 July 2019. There has been no change to the amount of funding, but the way the
funding was given out has changed.

68

The LTP budgets were then updated to reflect Council decisions in relation to what funding will
be provided to various organisations. The schedule of community assistance funding/grants is in
attachment H.
Schedule of fees and charges

69

The schedule of fees and charges were provided to Council workshops on 15 December 2020
and 28 January 2021 and have not been endorsed by Council yet.

70

The charges for building control were discussed during a Council workshop in July 2020. The
standard hourly fees have not changed, however the fees included reflect the number of hours
required to provide the service.

71

Council has also reviewed fees charged across multiple departments and aligned them to ensure
fees are consistent across Council (eg copying, certificate of title search etc).

72

Council is currently undertaking a review of the bylaw for alcohol licensing-fee setting and this
may result in changes following a separate consultation process, and will be incorporated in the
final 2031 LTP.

73

The detailed schedule of fees and charges are included in the attachment J (pages 54-75).
Schedule of reserves

74

The schedule has not previously been reviewed by Council.

75

This schedule outlines the expected opening balance at 1 July 2021, the proposed movements in
and out of the reserve and the expected closing balance at 30 June 2031. Over the life of the plan
the reserves are anticipated to grow from $37.2 million to $85.9 million.

76

The primary contributor to this significant increase in the reserves is the LGFA repayments
reserve which is forecast to have a balance of $51.7 million at 30 June 2031. This reserve has
been established to hold loan repayments until they are required to be repaid to LGFA. Council
have also planned to allocate interest on reserves in accordance with the LTP assumption for
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return on investment/reserves. 4.4% is forecast to be allocated to restricted reserves (those
funds which Council hold on behalf of others), 2.0% on local reserves and 2.0% on the strategic
asset reserve. No interest is proposed to be allocated to District reserves. Other than interest on
the strategic asset reserve (which is used to reduce the roading rate), the interest is accumulated in
the individual reserves over the life of the plan.
77

Alcohol licencing, McGregor park, Riverton harbour and Riverton general reserves are forecast
to go into a negative balance during the 10 year period.

78

The District operations reserve is forecasted to be overdrawn from years three to seven, however
it is expected to return to $1.5 million at 30 June 2031.

79

Council’s schedule of reserves is included in the attachment J (pages 76-87).
Issues

80

Other than the balanced budget information outlined below, there are no further issues to resolve
around the supporting information documents unless councillors have issues they wish to raise.
Factors to Consider
Legal and Statutory Requirements

81

82

Before adopting a consultation document, the local authority must prepare and adopt the
information that:


is relied on by the content of the consultation document adopted under Section 93A; and



is necessary to enable the Auditor-General to give the required reports; and



provides the basis for the preparation of the Long Term Plan.

Staff have been working closely with Audit New Zealand representatives over the development
of the supporting information. As a result of a series of audit visits, a number of amendments
have already been made to the documentation where necessary and/or further explanations have
been included.
Balanced budget requirement

83

Section 100 of the Local Government Act 2002 requires Council to ensure that for every year of
the Long Term Plan, its projected operating revenues are set at a level sufficient to meet its
projected operating expenditure. Council may set projected operating revenues at a different
level from that required, if Council resolves that it is financially prudent to do so.

84

In assessing a financially prudent position, the legislation requires Council to consider:


the estimated expenses of achieving and maintaining the predicted levels of service set out in
the 10 Year Plan, including the estimated expenses associated with maintaining the service
capacity and integrity of the assets throughout their useful life



the projected revenue available to fund the estimated expenses associated with maintaining
the service capacity and integrity of assets throughout their useful life



the equitable allocation of responsibility for funding the provision and maintenance of assets
and facilities throughout their useful life
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the funding and financial policies adopted under Section 102 of the Local Government Act
2002 (being the revenue and financing policy, the liability management policy, investment
policy, development or financial contributions, remission and postponement of rates on
Maori freehold land and either a rates remission policy, a rates postponement policy or
both).

Council’s projected operating results in relation to this requirement are discussed further under
“costs and funding” below.
Community Views

86

As part of preparing the LTP consultation document and compiling the supporting information,
consideration of the communities’ view were included. This was facilitated through the direction
setting process with all community boards. In addition, discussions occurred with Te Ao Mārama
Incorporated on behalf of local iwi.

87

The supporting information will be publicly available on Council’s website during the LTP
consultation period. As a result of submissions received, Council may decide to amend any of
the supporting information documents when it adopts the LTP on 23 June 2021.
Costs and Funding

88

The LTP proposals have been budgeted for and are set out in the activity management plans and
LTP prospective financial statements.
Balanced budget

89

As stated above, section 100 of the Local Government Act 2002 requires that local authorities
must ensure that each year’s projected operating revenues are set at a level sufficient to meet that
year’s projected operating expenses or resolve that is it financial prudent to set projected
operating revenues at a different level.

90

Council is projecting the following operating results for the next 10 years:

Operating Surplus/(Deficit)

Forecast
2021/2022

Forecast
2022/2023

Forecast
2023/2024

Forecast
2024/2025

Forecast
2025/2026

Forecast
2026/2027

Forecast
2027/2028

Forecast
2028/2029

Forecast
2029/2030

Forecast
2030/2031

1,548

(1,602)

(1,726)

1,569

4,728

4,615

6,083

7,106

8,740

12,641

91

Therefore, it is not operating a balanced budget in two of the ten years.

92

There are four areas contributing to Council not having a balanced budget. These are:

93



phasing in the funding of depreciation on key District assets



Council’s decision not to fund depreciation on some buildings and all local assets



forestry operations, which in some years are incurring costs that are funded from previous
years’ surpluses put to reserves. This combines with the accounting entry to revalue the
forest assets



Council’s partial use of depreciation reserves to fund interest repayments on loans borrowed
to fund capital renewals in principally water and wastewater projects.

Additional detailed information on how each of these areas contributes to Council not having a
balanced budget is in attachment J (pages 52-53).

7.8

Supporting Documentation - Long Term Plan 2021-2031

Page 280

Council
10 March 2021

Overall
94

As such, in considering intergenerational equity, Council’s policies and ongoing consideration of
affordability for its communities, it is considered financially prudent that Council operates
financial deficits in the two years indicated.
Policy Implications

95

The LTP is Council’s major mechanism to strategically manage and develop the District. A
number of policies inform the preparation of the LTP and have therefore been reviewed by
Council.

96

Council is now asked to adopt these policies as supporting information to the LTP.
Analysis
Options Considered

97

Option 1 - adopt the supporting information, with amendments as required.

98

Option 2 – do not adopt the supporting information.
Analysis of Options
Option 1 Adopt the supporting information, with amendments as required.
Advantages

Disadvantages



the supporting information provides
additional information to the public about
the proposals to assist them to provide
feedback on the consultation document



members of the public may find it difficult
to understand which piece of supporting
information to look at for further
information



making the supporting information available
will reduce staff time in dealing with requests
for additional information



members of the public may want other
information which is not available



adoption of the supporting information
formalises the material and also reduces the
amount of work required to prepare the final
LTP and time for Council review prior to
adoption
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Option 2 Do not adopt the supporting information.
Advantages


may avoid confusion from members of the
public who are not sure what the
information relates to

Disadvantages


the documents would not be available to
interested parties to help them find more
detail about the activity and how the LTP
forecasts have been prepared



Council will not have formally adopted
much of the information in the LTP which
may require additional time to prepare and
review prior to adopting the final LTP.

Assessment of Significance
99

The LTP is a significant decision as it is the primary way that Council is held accountable for
public expenditure.

100 Staff consider the decision to adopt the supporting information to the consultation document as
significant in relation to Council’s Significance and Engagement Policy and the LGA.
101 The likely impact and consequences of the supporting documentation, once adopted and released
to the public to support the consultation document, is considered significant for the current and
future social, economic, environmental or cultural wellbeing of the District. These documents are
critical to help our communities understand the key issues facing the District to provide their
views ahead of the final adoption of the LTP.
Recommended Option
102 Staff recommend option 1 that Council adopt the supporting information, with amendments, as
required.
Next Steps
103 Following Council’s adoption of the LTP consultation document, the supporting information will
be made available on Council’s website www.southland.org.nz from 9am 12 March to 5pm 14
April 2021.
104 Council will consider all the feedback and any changes to the supporting information at its
meeting 5 May 2021. The final LTP (incorporating any changes) will be adopted by Council on
23 June 2021.
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Attachments
A
B

C
D
E
F
G
H
I
J

7.8

AMPs (Transport, Water Supply, Wastewater and Stormwater) (separately enclosed)
AMPs (Community Facilities, Community Services, Open Spaces, Water Facilities, Waste
Services, Environmental Services, Community Leadership, Emergency Management and
SIESA) (separately enclosed)
Draft Performance Management Framework 2021-2031 (separately enclosed)
Activity Funding Impact Statements (separately enclosed)
Financial Prudence Benchmarks (separately enclosed)
Significant Forecasting Assumptions (separately enclosed)
Schedule of Projects (separately enclosed)
Schedule of Community Assistance Funding (separately enclosed)
Detailed Rates Information (separately enclosed)
Draft Long Term Plan Financial Section (separately enclosed)
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Long Term Plan 2021-2031 - Adoption of Consultation
Document
Record No:
Author:
Approved by:

R/21/2/7768
Jason Domigan, Corporate Performance Lead
Trudie Hurst, Group Manager Customer Delivery

☒ Decision

☐ Recommendation

☐ Information

Purpose
1

This report recommends that Council adopt the consultation document for the Long Term Plan
2021-2031 (LTP) titled “It’s Time, Southland/Murihiku” and release it for public consultation
from 9am 12 March 2021 to 5pm 14 April 2021.

Executive Summary
2

All councils are required to have an LTP and must use the special consultative procedure in
adopting the LTP. The Local Government Act 2002 (LGA) requires a consultation document to
be prepared and adopted in accordance with sections 93A(1)(a).

3

The consultation document will be circulated separately to this report, for Council’s review.

4

This document has been prepared based on the supporting information that is included as part of
this Council agenda.

5

The consultation document sets out a number of issues and options around proposals for
Council’s LTP. It has been prepared to meet all legal requirements in accordance with the LGA
and aims to capture the key challenges facing the Southland District and the major proposals for
moving forward.

6

At the time of writing this report, the consultation document was still subject to an additional hot
review by Audit New Zealand (a last review over a two day period by the OAG). Any
changes/amendments as part of the review will be tabled at the Council meeting.

7

The consultation document will be released for public consultation at 9am on 12 March 2021.
Submissions will close at 5pm, Wednesday, 14 April 2021.

8

The draft issues and options papers following the consultation and hearing process will be
presented to Council for deliberation on 5 May 2021, as part of LTP deliberations. Adoption of
the LTP, will occur after this, in June 2021.
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Recommendation
That Council:
a)

-2031 - Adoption of Consultation
4 March 2021.

b)

Determines that this matter or decision be recognised as significant in terms of
Section 76 of the Local Government Act 2002.

c)

Determines that it has complied with the decision-making provisions of the Local
Government Act 2002 to the extent necessary in relation to this decision; and in
accordance with Section 79 of the act determines that it does not require further
information, further assessment of options or further analysis of costs and benefits
or advantages and disadvantages prior to making a decision on this matter.

d)

Agrees to adopt the consultation document for the Long Term Plan 2021-2031

e)

Agrees to release the consultation document for the Long Term Plan 2021-2031
process from 9am 12 March 2021 to 5pm 14 April 2021.

f)

Agrees to delegate authority to the chief executive to approve any final edits
required to the consultation document in order to finalise the document for
printing and distribution.

Background
9

All councils are required to have a Long Term Plan (LTP) and must use the special consultative
procedure in adopting the LTP.

10

The Local Government Act 2002 (LGA) requires a consultation document to be prepared and
adopted in accordance with sections 93A(1)(a).

11

The purpose of the consultation document is to provide an effective basis for public participation
in local authority decision-making processes relating to the content of an LTP. It aims to enable
any person to understand:


what important activities and projects Council is proposing to do over the next 10 years



how much it will cost



how Council is planning to pay for it



what changes may happen as a result of the proposals



any options that Council wants feedback on.

Issues
12

A consultation document titled “It’s Time, Southland/Murihiku” has been prepared (to be
circulated separately) and has been discussed by Council at workshops on 28 January 2021 and
15 February 2021.
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13

The consultation document has been prepared based on the supporting information that Council
is also being asked to adopt in separate agenda items at this meeting. The supporting information
includes:
•

the infrastructure and financial strategies

•

activity management plans

•

significant forecasting assumptions

•

financial statements and activity funding impact statements

•

other financial supporting information providing a broader picture of Council’s plan for the
next 10 years.

14

The consultation document is a summary of the major decisions being proposed by Council.

15

It aims to:

16



be a fair representation of matters in the LTP



make clear the effects of possible decisions and/or choices



be cohesive in that it joins everything together in a way that makes sense



be easy to understand.

The consultation document sets out the key issues facing Southland District as follows:


our roads



our bridges



the impact on rates.

17

The consultation document also includes a summary of the financial and infrastructure strategies
and changes to key policies.

18

The document highlights some key national issues relevant to this LTP such as Covid-19, three
waters reforms and climate change.

19

The consultation document has been prepared to meet all legislative requirements. It also tries to
balance the needs of including sufficient information to inform the public about what is planned
for the District, and ensuring the document is short and easy to read.
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Factors to Consider
Legal and Statutory Requirements

20

The LGA sets out the requirements for the consultation document to be prepared and adopted
by Council as part of the special consultative procedure. The consultation document must
contain a report from the Auditor-General on:
a)

whether the consultation document gives effect to the purpose set out in Section 93B of the
act; and

b) the quality of the information and assumptions underlying the information provided in the
consultation document.
21

The consultation document must also include the following:


the key issues facing Council and the options for addressing them



a summary of the financial and infrastructure strategies



any significant changes proposed to rating or funding systems over the next 10 years



the impacts of proposals in the LTP on rates, debt and levels of services



the impacts of rating proposals across different categories of rating units



a report from the Auditor General about whether the consultation document meets its
purpose and the quality of the information and assumptions underlying the information
provided.

22

Council staff have been working closely with Audit New Zealand representatives over the
development of the consultation document. As a result of the recent audit visit, a number of
amendments have already been made to the consultation document.

23

Audit New Zealand are in the process of finalising their report on the consultation document.
Any further changes resulting from their review will be discussed at the meeting.

24

Audit New Zealand will also be providing a draft management report in relation to their audit of
the consultation document and supporting information.

25

Council’s consultation document will also be reviewed by the team from the Office of the
Auditor General that review the consultation documents produced by each council. This review
may result in various amendments being made to the consultation document to improve
readability and provide greater clarity on some issues. Any amendments to the consultation
document from this review will be tabled at the Council meeting on 10 March 2021.
Community Views

26

The consultation document and the supporting documentation has been informed by early
engagement with Youth Council and members of the public at a select number of public events
over the past two years, and workshops held with Council and community boards over the past
18 months. This has ensured a high degree of community level input, particularly given the role
boards have representing their communities.

27

The consultation document will be released for public consultation at 9am on 12 March 2021.
Submissions will close at 5pm on 14 April 2021.
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28

The consultation document will be distributed to households in the District. The consultation
document will also be advertised via newspaper and radio. A copy of the consultation document
will be available on Council’s website along with the supporting information.

29

Members of the public will also be encouraged to provide their feedback on-line using the LTP
feedback form. The feedback form will outline the key issues and pose questions about whether
there is support for Council’s issues and options. Staff are also working on developing short
informative videos which outline the key consultation issues as well as providing links to the
consultation document and supporting information.

30

Feedback can also be given via social media on Council’s Facebook page and the comments will
be collated into a report to Council for its consideration.

31

LTP hearings will be held from 27 April 2021 to 28 April 2021.

32

The feedback received in submissions will be referred to relevant staff for their consideration.
Staff will prepare issues and options papers so Council can deliberate on what changes, if any,
should be made to the plan and relevant policies, in response to submissions. These deliberations
will take place on 5 May 2021.
Costs and Funding

33

There are various costs incurred in compiling the LTP. These include staff time, and are
included in annual budgets and funded accordingly. The consultation document also outlines the
key financial highlights associated with the development of the LTP.
Policy Implications

34

The LTP is Council’s primary plan to strategically manage and develop the District. A number of
strategies and policies inform the preparation of the LTP including the Revenue and Financing
Policy, Significance and Engagement Policy, and the Development and Financial Contributions
Policy.

35

These documents have been consulted on and adopted by Council prior to the consultation
document, to focus attention on the key issues and options for the LTP.

36

Other supporting policy documents such as the Investment and Liability Management Policy and
Remission and Postponement of Rates Policy, will be consulted on at the same time as the
consultation document for the LTP.
Analysis
Options Considered

37

The following options have been identified on how Council could proceed.


option 1 - adopt the consultation document.



option 2 – do not adopt the consultation document.
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Analysis of Options
Option 1 adopt the consultation document
Advantages


the consultation document and
budgets/levels of service/work programme
proposed in the LTP reflects Council and
community deliberations over the past 18
months



adoption of the consultation document will
enable Council to capture community views
on the proposed plans



meets the legislative requirements to adopt a
consultation document.

Disadvantages


the high level nature of the document
means limited information may be provided
to the community.

Option 2 do not adopt the consultation document
Advantages


if key priorities or views have changed since
Council prepared the budgets/levels of
service/work programme proposed in the
LTP and consultation document, Council
could choose to amend these prior to release
for public consultation so that the documents
better reflect the Council’s current views



gives staff clarity on how Council would like
to proceed.

Disadvantages


the budgets/levels of service/work
programme proposed for the LTP have
been carefully considered by staff and
elected members over the past 18 months.
Significant or material changes to the
supporting information and consultation
document at this stage would not be able to
be as rigorously considered and debated due
to time constraints required to adopt the
consultation document and have the
changes reviewed by audit



may not satisfy legal requirements for
Council to prepare a consultation document



Council will not be able to capture
community views.

Assessment of Significance
38

Staff consider the decision to adopt the consultation document as significant in relation to
Council’s Significance and Engagement Policy and the LGA.

39

The likely impact and consequences of the consultation document, once adopted and released for
public consultation, is considered significant for the current and future social, economic,
environmental or cultural wellbeing of the District. This document is considered the key tool to
communicate the key issues facing the District and seek their views ahead of the final adoption of
the LTP.

40

A thorough process has been followed in developing this consultation document. Community
views will be considered through the formal consultation process. The consultation document
and supporting information is based on numerous workshops held with Council and community
boards, ensuring that there has been extensive community level input. In addition, discussions
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occurred with Te Ao Mārama Incorporated on behalf of local iwi. In relation to the decision
being made, Council has also taken into consideration the high significance of this matter when it
has:
•

identified the potential implications

•

identified the reasonably practicable options

•

assessed the options in terms of their advantages and disadvantages

•

considered the likely costs

•

kept written records documenting compliance with these requirements.

Recommended Option
41

Staff recommend option 1, that Council adopt the consultation document.
Next Steps

42

If Council proceeds with option 1, the consultation document will be finalised and released to the
public.

43

The formal consultation period for the consultation document is proposed to be from 9am 12
March 2021 to 5pm 14 April 2021. Council is expected to receive written and oral submissions
relating to the LTP consultation document on 27 and 28 April 2021.

44

Following the consultation and hearings process, draft issues and options papers will be
presented to Council for deliberation on 5 May 2021. Adoption of the LTP, will occur after this,
in June 2021.

45

If Council proceeds with option 2, the next steps will depend on the changes or actions proposed
by Council.

Attachments
There are no attachments for this report.
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Northern Southland Community Pool - Request for
Funds
Record No:
Author:
Approved by:

R/21/2/7155
Kathryn Cowie, Community Liaison Officer
Matt Russell, Group Manager Services and Assets
☐ Recommendation

☒ Decision

☐ Information

Purpose
1

The purpose of this report is to seek a decision from Council regarding grant funding to the
Northern Southland Community Pool from the Mararoa Waimea ward reserve.

Executive Summary
2

The Northern Southland Community Pool are in the process of fundraising to replace the roof
on their facility. They have approached Council staff about accessing funds from the Mararoa
Waimea ward reserve to assist with this project.

3

The total cost of the project is $122,000 and the pool committee are seeking $16,000 from the
ward reserve. The balance of funds will be made up of money already secured from various
community funders and their own reserves.

4

The pool committee were advised of several options for funding support from Southland District
Council and have chosen to apply for a grant from the ward reserve by making an application via
the Northern Community Board, who made a resolution at their last meeting on February 15
2021 to recommend to Council to support this request.

Recommendation
That the Council:
a)

R

- Request for
1 March 2021.

b)

Determines that this matter or decision be recognised as not significant in terms of
Section 76 of the Local Government Act 2002.

c)

Determines that it has complied with the decision-making provisions of the Local
Government Act 2002 to the extent necessary in relation to this decision; and in
accordance with Section 79 of the act determines that it does not require further
information, further assessment of options or further analysis of costs and benefits
or advantages and disadvantages prior to making a decision on this matter.

d)

Agrees to approve a grant of $16,000 to the Northern Southland Community Pool
from the Mararoa Waimea ward reserve.
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Background
5

The Northern Southland Community Pool are currently in the process of raising funds for a
project to replace the roof on the pool facility. The roof is in poor condition and needs replacing
to ensure the continued safety of pool users.

6

The total project cost to replace the roof is $122,000 (excluding GST). The Northern Southland
Community Pool Committee have been granted a considerable portion of this ($90,000) from
various community funders (Lotteries, Community Trust South, Meridian and SDC Community
Partnership Fund), and have shortfall of $32,000 to complete the project.

7

Council staff have been contacted by the pool committee regarding making an application to
Council for a grant from the Mararoa Waimea ward reserve to assist with this project. They are
requesting an amount of $16,000 with the remainder of the funds coming from their own
reserves.

8

As part of the conversation with the pool committee, Council staff advised of the following
options to receive funding from Council for their facility:


apply to the Northern Community Board Community Partnership Fund



ask the Northern Community Board to consider adding a pool rate to assist with costs



ask the Northern Community Board to make a recommendation to Council to access the
Mararoa Waimea ward reserve funds.

9

For the second and third options above, the pool committee were asked to provide copies of
their capital and maintenance plans for the next five years, financial accounts, budgets for the
next five years, and an application letter explaining the request and why it is necessary.

10

The pool committee decided they had a preference for the third option – to make a request that
the community board recommends to Council to grant them funds from the Mararoa Waimea
ward reserve

11

All of the requested information was provided. The information shows evidence of being a wellrun entity that has put effort into future planning for the facility. The committee has a healthy
reserve balance, thanks to efficient operations and regular fundraising.

12

The pool committee has indicated in their five year budget for their capital reserve account, that
most of this has already been earmarked for future work on the external roadside wall to bring it
up to earthquake standards. The committee are also reluctant to commit any more than $16,000
of their reserve funds into the project since the drop in income from freedom campers from the
impact of Covid-19, and also the subsequent low interest generated from reserves. A grant from
the ward reserve would allow them to complete capital projects as planned and also to have
adequate funds in reserve for operational costs.

13

It is worth noting that the Northern Southland Community Pool have already made an
application to the Community Partnership Fund in its first round in August 2020, where they
were granted $5,000 towards this project.
Issues

14

If the grant is not approved, the Northern Southland Community Pool may have to use funds of
their own which have already been tagged to other maintenance projects.
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Factors to Consider
Legal and Statutory Requirements

15

As there are no longer ward committees, Council need to make the final decision to approve or
not approve funds granted from the Mararoa Waimea ward reserve.
Community Views

16

The pool facility is well utilised and supported by Northern Southland residents.
Costs and Funding

17

The total cost of the project is $122,000. The pool committee have already secured $90,000
towards the project, and are seeking a further $16,000 from the Mararoa Waimea ward reserve.
The remainder will be paid from their own funds. The Mararoa Waimea ward reserve is currently
sitting at approximately $128,164, and is forecast to have $65,674 left at the end of the 2021
financial year.
Policy Implications

18

There are no policy implications.
Analysis
Options Considered

To approve or not approve a grant of $16,000 to the Northern Southland Community Pool from
the Mararoa Waimea ward reserve.
Analysis of Options
Option 1 approve a grant of $16,000 to the Northern Southland Community Pool from the
Mararoa Waimea ward reserve.
Advantages


the Northern Southland Community Pool
Committee are able to complete their project
to replace the roof on the facility, therefore
maintaining the facility, and making it safe
for users

Disadvantages


funds are not available for other projects in
the Mararoa Waimea ward area

Option 2 do not approve a grant of $16,000 to the Northern Southland Community Pool
from the Mararoa Waimea ward reserve.
Advantages


8.1

funds are available for other projects in the
Mararoa Waimea ward area

Disadvantages


the Northern Southland Community Pool
Committee will either have to use more of
their reserves or will have to source funding
from elsewhere, which could delay the
project, or they will not have enough funds
to cover other costs associated with the
pool operation and maintenance
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Assessment of Significance
19

Not considered significant.
Recommended Option

20

Option 1 – approve a grant of $16,000 to the Northern Southland Community Pool from the
Mararoa Waimea ward reserve.
Next Steps

21

The Northern Southland Community Pool committee will be advised of the outcome, and if
funds are granted, payment will be made.

Attachments
There are no attachments for this report.
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Monthly Financial Report - January 2021
Record No:
Author:
Approved by:

R/21/2/8181
Lesley Smith, Management Accountant
Anne Robson, Chief Financial Officer

☐ Decision

☐ Recommendation

☒ Information

Summary
1.

The purpose of this report is to provide Council with an overview of the financial results for the
five months to 31 January 2021 by the nine activity groups of Council, as well as the financial
position, and the statement of cash flows as at 31 January 2021.

2.

This report summarises Council’s financial results for the seven months to 31 January 2021.

Recommendation
That the Council:
a)

-

3 March

2021.

Attachments
A
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Exclusion of the Public: Local Government Official Information
and Meetings Act 1987
Recommendation
That the public be excluded from the following part(s) of the proceedings of this meeting.
C10.1 Representation arrangements - mid-triennium check-in
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 are as follows:
General subject of each matter to be
considered

Reason for passing this resolution in
relation to each matter

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

Representation arrangements - midtriennium check-in

s7(2)(i) - The withholding of the
information is necessary to enable the
local authority to carry on, without
prejudice or disadvantage,
negotiations (including commercial
and industrial negotiations).

That the public conduct of the whole
or the relevant part of the
proceedings of the meeting would be
likely to result in the disclosure of
information for which good reason
for withholding exists.

In Committee
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