
 

 
 
Note:   The reports contained within this agenda are for consideration and should not be construed as Council policy 

unless and until adopted.  Should Members require further information relating to any reports, please contact 
the relevant manager, Chairperson or Deputy Chairperson.  

 
Notice is hereby given that a Meeting of the Finance and Assurance Committee will be held on: 
 

Date: 
Time: 
Meeting Room: 
Venue: 
 

Wednesday, 24 March 2021 

9am 

Council Chamber 
20 Don Street 
Invercargill 

 

Finance and Assurance Committee Agenda 
OPEN  

 

 
MEMBERSHIP 
 
Chairperson Bruce Robertson  
 Mayor Gary Tong  
Deputy Chair Ebel Kremer  
Councillors Don Byars  
 John Douglas  
 Paul Duffy  
 Julie Keast  
 
IN ATTENDANCE 

 
Chief Financial Officer Anne Robson 

Committee Advisor Fiona Dunlop 

 
 Contact Telephone: 0800 732 732 

Postal Address: PO Box 903, Invercargill 9840 
Email: emailsdc@southlanddc.govt.nz 

Website: www.southlanddc.govt.nz 
 

 
www.southlanddc.govt.nz 
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Terms of Reference  Finance and Assurance Committee 
 

TYPE OF COMMITTEE Council standing committee 

RESPONSIBLE TO Council 

SUBCOMMITTEES None 

LEGISLATIVE BASIS Committee constituted by Council as per schedule 7, clause 30 
(1)(a), LGA 2002.  

Committee delegated powers by Council as per schedule 7, clause 
32, LGA 2002. 

MEMBERSHIP Mayor, three councillors and one external appointee 

FREQUENCY OF 
MEETINGS 

Quarterly or as required 

QUORUM Three members 

SCOPE OF ACTIVITIES The Finance and Assurance Committee is responsible for: 

• ensuring that Council has appropriate financial, risk 
management and internal control systems in place that 
provide: 

- an overview of the financial and non-financial 
performance of the organisation 

- effective management of potential opportunities and 
adverse effects 

- reasonable assurance as to the integrity and reliability of 
Council’s financial and non-financial reporting.   

• exercising active oversight of information technology systems   

• exercising active oversight of Council’s health and safety 
policies, processes, compliance, results and frameworks 

• relationships with external, internal auditors, banking 
institutions and insurance brokers. 

The Finance and Assurance Committee will monitor and assess the 
following: 

• the financial and non-financial performance of Council 
against budgeted and forecasted outcomes 

• consideration of forecasted changes to financial outcomes 

• Council’s compliance with legislative requirements 

• Council’s risk management framework 

• Council’s control framework 

• Council’s compliance with its treasury responsibilities 

•   Council’s compliance with its Fraud Policy. 

DELEGATIONS The Finance and Assurance Committee shall have the following 
delegated powers and be accountable to Council for the exercising 
of these powers.   

In exercising the delegated powers, the Finance and Assurance 
Committee will operate within:  



 

 

• policies, plans, standards or guidelines that have been 
established and approved by Council 

• the overall priorities of Council 

• the needs of the local communities  

• the approved budgets for the activity. 

The Finance and Assurance Committee will have responsibility and 
delegated authority in the following areas: 

Financial and Performance Monitoring 

a) monitoring financial performance to budgets 

b) monitoring service level performance to key performance 
indicators. 

Internal Control Framework 

a) reviewing whether Council’s approach to maintaining an 
effective internal control framework is sound and effective 

b) reviewing whether Council has taken steps to embed a culture 
that is committed to probity and ethical behaviour 

c) reviewing whether there are appropriate systems, processes 
and controls in place to prevent, detect and effectively 
investigate fraud. 

Internal Reporting 

a) to consider the processes for ensuring the completeness and 
quality of financial and operational information being 
provided to Council 

b) to seek advice periodically from internal and external auditors 
regarding the completeness and quality of financial and 
operational information that is provided to the Council. 

External Reporting and Accountability 

a) agreeing the appropriateness of Council’s existing accounting 
policies and principles and any proposed change 

b) enquiring of internal and external auditors for any information 
that affects the quality and clarity of Council’s financial 
statements and statements of service performance, and assess 
whether appropriate action has been taken by management in 
response to the above 

c) satisfying itself that the financial statements and statements of 
service performance are supported by appropriate 
management signoff on the statements and on the adequacy 
of the systems of internal control (ie letters of representation), 
and recommend signing of the financial statements by the 
chief executive/mayor and adoption of the Annual Report, 
Annual Plans, Long Term Plans 

Risk Management 

a) reviewing whether Council has in place a current, 
comprehensive and effective risk management framework and 
associated procedures for effective identification and 
management of the Council’s significant risks 



 

 

  
 

b) considering whether appropriate action is being taken to 
mitigate Council’s significant risks. 

Health and Safety 

a) review, monitor and make recommendations to Council on 
the organisations health and safety risk management 
framework and policies to ensure that the organisation has 
clearly set out its commitments to manage health and safety 
matters effectively. 

b) review and make recommendations for Council approval on 
strategies for achieving health and safety objectives 

c) review and recommend for Council approval targets for 
health and safety performance and assess performance against 
those targets 

d) monitor the organisation’s compliance with health and safety 
policies and relevant applicable law 

e) ensure that the systems used to identify and manage health 
and safety risks are fit for purpose, being effectively 
implemented, regularly reviewed and continuously improved.  
This includes ensuring that Council is properly and regularly 
informed and updated on matters relating to health and safety 
risks 

f) seek assurance that the organisation is effectively structured to 
manage health and safety risks, including having competent 
workers, adequate communication procedures and proper 
documentation 

g) review health and safety related incidents and consider 
appropriate actions to minimise the risk of recurrence 

h) make recommendations to Council regarding the 
appropriateness of resources available for operating the health 
and safety management systems and programmes 

i) any other duties and responsibilities which have been assigned 
to it from time to time by Council. 

Internal Audit 

a) approve appointment of the internal auditor, internal audit 
engagement letter and letter of understanding   

b) reviewing and approving the internal audit coverage and 
annual work plans, ensuring these plans are based on 
Council’s risk profile 

c) reviewing the adequacy of management’s implementation of 
internal audit recommendations 

d) reviewing the internal audit charter to ensure appropriate 
organisational structures, authority, access, independence, 
resourcing and reporting arrangements are in place. 

 

 

 



 

 

External Audit 

a) confirming the terms of the engagement, including the nature 
and scope of the audit, timetable and fees, with the external 
auditor at the start of each audit 

b) receiving the external audit report(s) and review action(s) to 
be taken by management on significant issues and audit 
recommendations raised within 

c) enquiring of management and the independent auditor about 
significant business, political, financial and control risks or 
exposure to such risks. 

Compliance with Legislation, Standards and Best Practice 
Guidelines 

a) reviewing the effectiveness of the system for monitoring 
Council’s compliance with laws (including governance 
legislation, regulations and associated government policies), 
with Council’s own standards, and best practice guidelines as 
applicable 

b) conducting and monitoring special investigations, in 
accordance with Council policy, and reporting the findings to 
Council   

c) monitoring the performance of Council organisations, in 
accordance with the Local Government Act.   

Business Case Review 

a) review of the business case of work, services, supplies, where 
the value of these or the project exceeds $2 million or the 
value over the term of the contract exceeds $2 million. 

Insurance 

a) consider Council’s insurance requirements, considering its risk 
profile 

b) approving the annual insurance renewal requirements 

Treasury 

a) oversee the treasury function of Council ensuring compliance 
with the relevant Council policies and plans 

b) ensuring compliance with the requirements of Council’s trust 
deeds are met 

c) recommend to Council treasury policies. 

Fraud Policy 

a) receive and consider reports relating to the investigation of 
suspected fraud 

b) monitor the implementation of the Fraud Policy. 
Power to Recommend 

The Finance and Assurance Committee is responsible for 
considering and making recommendations to Council regarding: 

a) policies relating to risk management, rating, loans, funding 
and purchasing 



 

 

  
 

b) accounting treatments, changes in generally accepted 
accounting practice, and new accounting and reporting 
requirements 

c) the approval of financial and non-financial performance 
statements including adoption of the Annual Report, Annual 
Plans and Long Term Plans. 

The Finance and Assurance Committee is responsible for 
considering and making recommendations to the Services and 
Assets Committee on business cases completed under the ‘Power 
to Act’ section above. 

FINANCIAL 
DELEGATIONS 

Council authorises the following delegated authority of financial 
powers to Council committees in regard to matters within each 
committee’s jurisdiction. 

Contract Acceptance: 

• accept or decline any contract for the purchase of goods, 
services, capital works or other assets where the total value of 
the lump sum contract does not exceed the sum allocated in 
the Long Term Plan/Annual Plan and the contract relates to 
an activity that is within the scope of activities relating to the 
work of the Finance and Assurance Committee  

• accept or decline any contract for the disposal of goods, plant 
or other assets other than property or land that is provided 
for in the Long Term Plan 

Budget Reallocation.   

The committee is authorised to reallocate funds from one existing 
budget item to another.  Reallocation of this kind must not impact 
on current or future levels of service and must be: 

• funded by way of savings on existing budget items 

• within the jurisdiction of the committee 

• consistent with the Revenue and Financing Policy. 

LIMITS TO 
DELEGATIONS 

Matters that must be processed by way of recommendation to 
Council include:  

• amendment to fees and charges relating to all activities  

• powers that cannot be delegated to committees as per the 
Local Government Act 2002 and sections 2.4 and 2.5 of this 
manual.  

Delegated authority is within the financial limits in section 9 of this 
manual. 

RELATIONSHIPS WITH 
OTHER PARTIES 

The committee shall maintain relationships with each of the nine 
community boards. 

Professional advisors to the committee shall be invited to attend all 
meetings of the committee including: 

• external auditor 

• internal auditor/risk advisor (if appointed) 

• chief financial officer.   



 

 

At each meeting, the chairperson will provide the external auditor 
and the internal auditor/risk advisor (if appointed) with an 
opportunity to discuss any matters with the committee without 
management being present.  The chairperson shall request the 
chief executive and staff in attendance to leave the meeting for the 
duration of the discussion.  The chairperson will provide minutes 
for that part of the meeting. 

The chief executive and the chief financial officer shall be 
responsible for drawing to the committee’s immediate attention 
any material matter that relates to the financial condition of 
Council, material breakdown in internal controls and any material 
event of fraud. 

The committee shall provide guidance and feedback to Council on 
financial performance, risk and compliance issues. 

The committee will report to Council as it deems appropriate but 
no less than twice a year. 

CONTACT WITH MEDIA The committee chairperson is the authorised spokesperson for the 
committee in all matters where the committee has authority or a 
particular interest. 

Committee members, including the chairperson, do not have 
delegated authority to speak to the media and/or outside agencies 
on behalf of Council on matters outside of the committee’s 
delegations. 

The chief financial officer will manage the formal communications 
between the committee and its constituents and for the committee 
in the exercise of its business.  Correspondence with central 
government, other local government agencies or other official 
agencies will only take place through Council staff and will be 
undertaken under the name of Southland District Council. 
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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 
 
Committee Members are reminded of the need to be vigilant to stand aside from decision-
making when a conflict arises between their role as a member 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 committee 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)  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 

(b)  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 

 
 
6 Confirmation of Minutes 

6.1 Meeting minutes of Finance and Assurance Committee, 15 December 2020 

6.2 Meeting minutes of Extraordinary Finance and Assurance Committee, 15 February 
2021 

http://www.southlanddc.govt.nz/
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Finance and Assurance Committee 
 

OPEN MINUTES 
 

 

 

Minutes of a meeting of Finance and Assurance Committee held in the Council Chamber, 15 Forth 
Street, Invercargill on Tuesday, 15 December 2020 at 9am. (9am  10.41am, 10.59am  12.15pm (PE 
11.14am  12.15pm)) 

 

PRESENT 
 
Chairperson Mr Bruce Robertson (external member) (9.03am  10.41am, 10.59am  

12.15pm  via Zoom) 
 Mayor Gary Tong 

Deputy Chair Ebel Kremer 

Councillors Don Byars 

 John Douglas 

 Paul Duffy 

 Julie Keast 

 
 

APOLOGIES 
Mr Bruce Robertson (lateness) 
 
 

IN ATTENDANCE 
Councillor Harpur 
Councillor Menzies 
Councillor Ruddenklau (9am  10.27am, 10.39am - 10.41am, 10.59am  12.15pm) 
Councillor Scott 
Chief Financial Officer - Anne Robson 
Committee Advisor - Fiona Dunlop 
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NOTE: - Councillor Kremer as deputy chair undertook the chairing of the meeting until Chair Bruce 
Robertson joined the meeting via Zoom (digital technology). 
 
1 Apologies  
 

There were apologies for lateness from Chair Mr Bruce Robertson. 
 
Moved Deputy Chairperson Kremer, seconded Mayor Tong and resolved: 
 
That the Finance and Assurance Committee accept the apology. 

 
 

2 Leave of absence  
 

There were no requests for leave of absence. 
 
 

3 Conflict of Interest 
 
There were no conflicts of interest declared. 
 
 

4 Public Forum 
 
There was no public forum. 
 
 

5 Extraordinary/Urgent Items 
 
There were no Extraordinary/Urgent items. 
 
 

6 Confirmation of Minutes 
 

Resolution 

Moved Cr Douglas, seconded Cr Keast and resolved: 

That the Finance and Assurance Committee confirms the minutes of meeting held on 
10 November 2020 as a true and correct record of that meeting. 

 
Reports 
 
 
7.1 Finance & Assurance Committee Work plan for the year ended 30 June 2021 

Record No: R/20/12/70484 

 Chief Financial Officer  Anne Robson was in attendance for this item. 
 
(Mr Bruce Robertson joined the meeting via zoom at 9.03am.) 
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 Resolution 

Moved Mayor Tong, seconded Cr Keast and resolved: 

That the Finance and Assurance Committee: 

a) 
8 December 2020. 

 
b) Notes the changes made to the Finance and Assurance Committee Work plan 

for the year ended 30 June 2021 since the last meeting. 
 
 
7.2 Interim Performance Report - Period one - 1 July 2020 to 31 October 2020 

Record No: R/20/11/66844 

 Planning and Reporting Analyst  Shannon Oliver and Corporate Performance Lead  Jason 
Domigan were in attendance for this item. 
 
Miss Oliver advised that the purpose of the report was to provide the Committee with the 
interim performance report results for the period 1 July 2020 to 31 October 2020. 
 

 Resolution 

Moved Mayor Tong, seconded Cr Douglas and resolved: 

That the Finance and Assurance Committee: 

a) - Period one - 1 July 
8 December 2020. 

 
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. 

 
 
7.3 Annual Report - Management Report from Audit NZ for the year ended 30 June 2020 

Record No: R/20/11/67391 

 Financial Accountant  Sheree Marrah was in attendance for this item. 
 
Audit NZ Audit Director  Dereck Ollsson was in attendance via zoom for this item. 
 
To present the management report from Audit New Zealand which relates to the audit of 
the Annual Report 2019/2020 and to confirm the approach taken in the listed 
recommendations. 
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 Resolution 

Moved Cr Keast, seconded Mayor Tong and resolved: 

That the Finance and Assurance Committee: 

a) - Management Report from Audit NZ 
9 December 2020. 

 
 
7.4 Quarterly risk management report - December 2020 

Record No: R/20/10/62484 

 Intermediate Policy Analyst  Robyn Rout was in attendance for this item. 
 
Mrs Rout advised that the report is to submit the December 2020 quarterly risk 
management report for consideration. 
 

 Resolution 

Moved Cr Douglas, seconded Cr Keast and resolved: 

That the Finance and Assurance Committee: 

a) - December 
9 December 2020. 

 
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. 

 
 
7.5 Draft Accounting Policies for the Long Term Plan 2031 

Record No: R/20/11/67396 

 Financial Accountant  Sheree Marrah was in attendance for this item. 
 
Mrs Marrah advised that the purpose of the report was for the Committee to endorse the 
accounting policies to be used to compile the 2021-2031 Long Term Plan which will be 
adopted in June 2021. 
 

 Resolution 

Moved Deputy Chairperson Kremer, seconded Mayor Tong and resolved: 

That the Finance and Assurance Committee: 
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a) 
9 December 2020. 

 
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 endorse the accounting policies detailed in Attachment A (of the 
 

 
 
7.6 Monthly Financial Report - October 2020 

Record No: R/20/12/69569 

 Management Accountant  Lesley Smith was in attendance for this item. 
 
Mrs Smith advised that the purpose of the report was to provide Council with an overview 
of the financial results to date by the nine activity groups of Council, as well as the financial 
position, and the statement of cash flows. 
 
The Committee noted that this report summaries Council financial results for the three 
months to 31 October 2020. 
 

 Resolution 

Moved Deputy Chairperson Kremer, seconded Cr Keast and resolved: 

That the Finance and Assurance Committee: 

a) - 9 
December 2020. 

 
 
7.7 Draft Revenue and Financing Policy and Rating Review - Submissions 

Record No: R/20/12/69767 

 Financial Development Co-ordinator  Nicole Taylor was in attendance for this item. 
 
Miss Taylor advised that the purpose of the report was for the Committee to consider the 
feedback from submitters on the draft Revenue and Financing Policy and associated rating 
review. 
 
Miss Taylor also advised the Committee of a late submission from Federated Farmers of 
New Zealand Southland branch which the Committee would also need to agree to receive. 
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 Resolution 

Moved Cr Douglas, seconded Mayor Tong recommendations a to d and e with an 
addition (as indicated) and resolved: 

That the Finance and Assurance Committee: 

a) 
Review - 9 December 2020 
 

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 the submissions on the draft Revenue and Financing Policy and 
Rating Review (Attachment A) 
 

e) receives the submissions on the draft Revenue and Financing Policy and 
Rating Review (Attachment B) that were received after the closing date (5pm 
on 4 December 2020) from: 
- Stephen Hoskin (submitter number 27) 
- Colac Bay Progress League (submitter number 28) 
- Federated Farmers of New Zealand  Southland Branch. 

 
 
7.8 Participation in the Local Government Funding Agency 

Record No: R/20/12/70305 

 Chief Financial Officer  Anne Robson was in attendance for this item. 
 
Miss Robson advised that the purpose of the report was to discuss the merits and process 
associated with joining the Local Government Funding Agency and to recommend to 
Council that it participate in the agency and proceed to undertake public consultation. 
 
(During discussion Councillor Ruddenklau left the meeting at 10.27am and returned at 
10.39am.) 
 

 Resolution 

Moved Cr Douglas, seconded Cr Keast and resolved: 

That the Finance and Assurance Committee: 

a) 
9 December 2020. 
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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) Recommends to Council that it participates in the Local Government Funding 
Agency as a Guaranteeing Participating Council. 
 

e) Acknowledges that in recommending to Council that it participate as a 
Guaranteeing Participating Council that it recognises it will need to become a 
party to a deed of guarantee and an equity commitment deed for the financial 
obligations of the Local Government Funding Agency. 
 

f) Recommends to Council to proceed to public consultation in regards to 
Council joining the Local Government Funding Agency. 

 
NOTE: - Councillor Byars requested that his dissenting vote be recorded. 

 
(The meeting adjourned for morning tea at 10.41am and reconvened at 10.59am.) 
 
(Mayor Tong and Councillors Byars, Douglas, Duffy, Harpur, Keast and Kremer, Menzies, Scott and 
Ruddenklau and Mr Bruce Robertson (via Zoom) were present when the meeting reconvened.) 
 
 
7.9 Health and Safety Update 

Record No: R/20/11/67479 

 People and Capability Manager  Janet Ellis and Health, Safety and Wellbeing Advisor  Teri 
Black were in attendance for this item. 
 
Mrs Ellis advised that the purpose of the report was to provide an update on health and 
safety related incidents and activity over the last quarter (1 July to 31 October 2020). 
 

 Resolution 

Moved Cr Duffy, seconded Cr Douglas and resolved: 

That the Finance and Assurance Committee: 

a) 9 December 2020. 
 

b) Receives the Health and Safety Governance Review document undertaken by 
Impac. 
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Public Excluded  
 
Exclusion of the Public: Local Government Official Information and Meetings Act 1987 

Resolution 

Moved Deputy Chairperson Kremer, seconded Mayor Tong and resolved: 

That the public be excluded from the following part(s) of the proceedings of this meeting. 

C8.1 Health and Safety Events 

C8.2 Southland District Council - Cyber Health Report 

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 

Health and Safety Events s7(2)(a) - The withholding of the 
information is necessary to protect 
the privacy of natural persons, 
including that of a deceased person. 

s7(2)(d) - The withholding of the 
information is necessary to avoid 
prejudice to measures protecting the 
health and safety of members of the 
public. 

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. 

Southland District Council - Cyber 
Health Report 

s7(2)(e) - The withholding of the 
information is necessary to avoid 
prejudice to measures that prevent or 
mitigate material loss to members of 
the public. 

s7(2)(j) - The withholding of the 
information is necessary to prevent 
the disclosure or use of official 
information for improper gain or 
improper advantage. 

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. 

 
That the Chief Executive  Cameron McIntosh, Group Manager, Environmental Services  Fran 
Mikulicic, Group Manager, Services and Assets  Matt Russell, Group Manager, Community and 
Futures  Rex Capil, Chief Financial Officer  Anne Robson, People and Capability Manager  Janet 
Ellis, Group Manager, Customer Delivery  Trudie Hurst, Committee Advisor  Fiona Dunlop, 
Communications Manager  Louise Pagan and Governance and Democracy Manager  Melissa 
Brook be permitted to remain at this meeting, after the public has been excluded, because of their 
knowledge of the items C8.1 Health and Safety Events and C8.2 Southland District Council - Cyber 
Health Report. This knowledge, which will be of assistance in relation to the matters to be 
discussed, is relevant to those matters because of their knowledge on the issues discussed and 
meeting procedure. 
 
That the Health, Safety and Wellbeing Advisor  Teri Black be permitted to remain at this meeting, 
after the public has been excluded, because of their knowledge of the items C8.1 Health and Safety 
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Events. This knowledge, which will be of assistance in relation to the matters to be discussed, is 
relevant to those matters because of their knowledge on the issues discussed. 
 
That the Business Solutions Manager  Jock Hale and via Zoom Deloitte New Zealand Partner Risk 
Advisory  David Seath and Manager Risk Advisory Services  Jurie du Preez be permitted to 
remain at this meeting, after the public has been excluded, because of their knowledge of the 
items C8.2 Southland District Council - Cyber Health Report. This knowledge, which will be of 
assistance in relation to the matters to be discussed, is relevant to those matters because of their 
knowledge on the issues discussed. 
 
The public were excluded at 11.14am. 
 
Resolutions in relation to the confidential items are recorded in the confidential section of these 
minutes and are not publicly available unless released here. 
 
 
The meeting concluded at 12.15pm. CONFIRMED AS A TRUE AND CORRECT RECORD AT A 

MEETING OF THE FINANCE AND ASSURANCE 
COMMITTEE HELD ON TUESDAY 15 DECEMBER 2020. 
 
 
 
DATE:............................................................................................ 
 
 
 
CHAIRPERSON:........................................................................ 
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Extraordinary Finance and Assurance Committee 
 

OPEN MINUTES 
 

 

 

Minutes of a meeting of Extraordinary Finance and Assurance Committee held in the Council 
Chamber, Level 2, 20 Don Street, Invercargill on Monday, 15 February 2021 at 1pm. (1pm  2.23pm) 

 

PRESENT 
 
Chairperson Mr Bruce Robertson (external chair) 

 Mayor Gary Tong 

Deputy Chairperson Ebel Kremer 

Councillors Don Byars 

 John Douglas 

 Julie Keast 

 
 

APOLOGIES 
Councillor Duffy 
 
 

IN ATTENDANCE 
Councillor Menzies 
Councillor Ruddenklau 
Councillor Scott 
Committee Advisor - Fiona Dunlop 
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1 Apologies  
 

There were apologies for absence from Councillor Duffy. 
 
Moved Chairperson Robertson, seconded Cr Keast and resolved: 
 
That the Finance and Assurance Committee accept the apology. 

 
 

2 Leave of absence  
 

There were no requests for leave of absence. 
 
 

3 Conflict of Interest 
 
There were no conflicts of interest declared. 
 
 

4 Public Forum 
 
There was no public forum. 
 
 

5 Extraordinary/Urgent Items 
 
There were no Extraordinary/Urgent items. 
 
 

Reports 
 
 
6.1 Long Term Plan 2031 - Confirmation of Significant Forecasting Assumptions 

Record No: R/20/10/63837 

 Corporate performance lead  Jason Domigan was in attendance and Financial Accountant 
 Sheree Marrah was in attendance via digital technology for this item. 

 
Mr Domigan advised that the purpose of the report was to provide updated significant 
forecasting assumptions to the Finance and Assurance Committee for endorsement to 
inform the continued development of the Long Term Plan 2031 process. 
 

 Resolution 

Moved Cr Douglas, seconded Cr Keast recommendations a to c, d with an addition (as 
indicated) and e and resolved: 

That Finance and Assurance Committee: 

a) - Confirmation of Significant 
10 February 2021. 
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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) Endorses the updated significant forecasting assumptions to be used in the 
development of the Long Term Plan 2031 with a change to attachment A  
Draft Significant Forecasting Assumptions  February 2021 as follows: 

 
Subsidies for roading  change from low to medium to reflect that there is an 
increased risk of uncertainty of  a component of funding from Waka Kotahi NZ 
Transport Agency being available 
 

e) Notes that any new information arising that may impact the significant 
forecasting assumptions will be updated and presented to Council prior to the 
adoption of the Long Term Plan 2031. 

 
 
6.2 Draft Activity Management Plans (AMPs) 2021-2031 

Record No: R/21/2/5199 

 Corporate performance lead  Jason Domigan, Strategic manager transport  Hartley Hare 
and Strategic manager water and waste  Ian Evan were in attendance. 
 
Mr Domigan advised that the purpose of the report was to 
endorsement to release the key activity management plans which underpin the Long Term 
Plan 2021-2031 to Audit NZ. 
 

 Resolution 

Moved Deputy Chairperson Kremer, seconded Mayor Tong and resolved: 

That the Finance and Assurance Committee: 

a) -
10 February 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 
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of costs and benefits or advantages and disadvantages prior to making a 
decision on this matter. 
 

d) Endorse the release of the Transport, Wastewater, Water Supply, and 
Stormwater Activity Management Plans to Audit NZ which underpin the Long 
Term Plan 2021-2031. 

 
 
 
 
The meeting concluded at 2.23pm. CONFIRMED AS A TRUE AND CORRECT RECORD AT A 

MEETING OF THE FINANCE AND ASSURANCE 
COMMITTEE HELD ON MONDAY 15 FEBRUARY 2021. 
 
 
 
DATE:............................................................................................ 
 
 
 
CHAIRPERSON:........................................................................ 
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Finance & Assurance Committee Work plan for the year 
ended 30 June 2021 
Record No: R/21/3/11369 
Author: Emma Strong, Project Accountant  
Approved by: Anne Robson, Chief Financial Officer  
 

☐  Decision ☐  Recommendation ☒  Information 
 

 

Purpose 

1 To update the Committee on the status of the work programme discussed and agreed at the 30 
April 2020 meeting for the financial year ending 30 June 2021. 

2 As noted at the meeting the adoption of the work plan does not preclude the Committee or staff 
from including additional reports as and when required.   

3 As the year proceeds the work plan will be updated to incorporate the actual dates reports are 
being presented where that differs to the work plan adopted.  For the committees information 
the “X” in red shows the date the report was presented, where this differs from what was 
approved in the work plan or if it is a new report that will be presented on an annual basis.  If 
there is a black “X” on the same line as a red “X”, the black “X” indicates the date agreed by the 
committee.  The “X” in green reflects changes identified to the ongoing work plan since it was 
adopted. 

4 The remission and postponement of rates policy that was due to be presented to the Committee 
on 24 March 2021 was presented to Council on the 10 March 2020 to coincide with the 
consultation document adoption.  This policy is now out for consultation.  Overall, the policy 
incorporated the previous discussions with Council.   

5 Due to Deloitte’s resourcing commitments, the internal audit for contract management will not 
commence until late June.  The project management audit will commence early in the new 
financial year, staff will look to carry forward the relevant budgets.     

6 The operational risk report has been removed from the 2020/21 and 2021/22 workplans.  It is 
planned that the Chief Executive will now provide a verbal update, rather than a formal written 
report.   

7 Due to the tight time-frames of this March meeting the Interim Performance Report (covering 
February year-to-date) will now be presented at the 21 May 2021 meeting.  However, to ensure 
timely advice the report will also be presented to Council at the 14 April meeting.   

8 The Annual Report interim audit is normally undertaken in April, as a result of Audit NZ’s 
workload with Long Term Plans, it will now be undertaken in June.  As a result the annual report 
audit arrangements letter and timetable will now be presented to the 15 June 2021 meeting.  The 
interim audit report will now be presented to the 25 August 2021 meeting.  

9 In addition to the reports noted in the timetable, this agenda also includes the   

- Employee Numbers report,  

- Health & Safety Events report,  

- Milford Opportunities Contract Update – 3 
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- Cyber Security Health Check Additional Information 

 
 

Recommendation 

That the Finance and Assurance Committee: 

a) 
16 March 2021. 

 
b) Notes the changes made to the Finance and Assurance Committee Work plan for 

the year ended 30 June 2021 since the last meeting. 
 

Attachments 

A  Finance and Assurance Committee Workplan to 30 June 2021 ⇩     
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Quarterly Risk Management Report March 2021 
Record No: R/21/2/7143 
Author: Jane Edwards, Policy Analyst  
Approved by: Trudie Hurst, Group Manager Customer Delivery  
 

☐  Decision ☐  Recommendation ☒  Information 
 

 

Purpose 

1 The purpose of this report is to submit the March 2021 quarterly risk management report for 
consideration by the Finance and Assurance Committee (the committee).  

Executive Summary 

2 Risk management is about identifying events that may occur in the future that will have an impact 
on Council’s objectives. Council’s approach to risk management involves four key steps: 

a) identifying the risk 

b) evaluating the severity of any identified risks 

c) applying possible solutions to those risks 

d) monitoring and analysing the effectiveness of any subsequent steps taken. 

3 A risk management framework (RMF) was adopted by Council in February 2019. This 
framework supports risk thinking across Council so that risk can be understood, planned for and 
mitigated across all levels and activities.  

4 As part of the RMF, Council’s priority strategic and corporate risks were also identified and 
endorsed in June 2020 and the top ten of these form the basis of the Finance and Assurance 
Committee quarterly report, including the risk register.  

5 The executive leadership team (ELT) have reviewed the status of the top priority risks for the 
March 2021 quarter and they are presented as attachment A with their assessment, any current 
and proposed mitigations, and their residual risk assessment.  

6 The matrices used to assess the risks are included for information as attachment B. 

7 Following the committee’s consideration of the March 2021 quarterly risk management update, 
those strategic risks that are assessed as high or very high will be reported to Council at its 14 
April 2021 meeting.  

8 Staff also advise the committee that on 30 March 2021, ELT will undertake the annual review of 
the weighted priority scorings.  This is an opportunity for risks to be determined, and ranked 
according to their revised weightings, and will form the draft risk register of Council’s top 
strategic risks going forward. The revised top strategic risks will be presented to the committee at 
its meeting 15 June 2021 seeking recommendation to Council for adoption. Once adopted, the 
draft risk register will become effective 1 July 2021. 
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Recommendation 

That the Finance and Assurance Committee: 

a) 
18 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) Endorses the risks with pre-treatment thresholds that are currently assessed as 
high or very high are reported on to Council at its next meeting.  

 
Quarterly Risk Report 

Background 

9 The priority strategic and corporate risks endorsed by Council are jointly owned by ELT and 
form the basis of the risk register. 

10 ELT review the status of the top risks, and any emerging risks, on a quarterly basis and this 
report is then presented to the committee for consideration. After feedback from the committee 
each quarter, the RMF requires those risks categorised as very high and high to be reported to the 
next Council meeting.  

11 Risks are ranked in accordance with their priority weighted scoring, from highest to lowest. The 
current weighted scores were assessed at an ELT workshop in February 2020. As a living 
document, these scorings are required by the RMF to be reviewed formally on an annual or as 
required basis. The weighted priority scorings are due to be reviewed again on 30 March 2021.  

12 The consequences, likelihoods and thresholds for each risk have been assessed after a review of 
the risk register and they reflect the highest assessed aspect of each risk for this current quarter.  

13 The status of each risk is a summary of the mitigations that are currently in place for each risk 
and indicate whether the mitigations are assessed as causing the threshold to rise, lower or remain 
static.  

 

14 The risk register update for the March 2021 quarter is attached as attachment A.  

15 The risk register has 10 priority risks of which there are five ‘high’, four ‘medium, and one ‘low’ 
rated risk post mitigation. 
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16 Updates to the risk register this quarter include:  

Risk 1: Inaccurate data leads to bad decisions/asset failure  

Assessment of risk  risk status continues to be assessed as improving. 

Mitigations  the data governance gap analysis work has been moved from a 
current mitigation to a proposed one. Work continues to be 
postponed due to a lack of resource and other work/time pressures, 
such as water reform and IANZ accreditation. ELT acknowledge that 
this is a critical piece of work which will require decisions on when 
and how it will be achieved 

 asset management system (IPS) has been activated and 
implementation phase is currently being tested 

 ongoing recruitment process is underway for temporary resourcing to 
resolve backlog of 3 Waters data. 

Risk 2: Underinvestment in infrastructure 

Assessment of risk  risk status continues to be assessed as improving. 
 

Mitigations  business continuity planning has been moved from current 
mitigations to proposed. ELT and the chief executive are giving 
consideration as to how this mitigation will be managed and by whom 

 proposed budgets to allocate appropriate funding and resources have 
been signed off and were presented to Council on 10 March 2021 for 
approval 

 four completed mitigations for this current quarter. 

Risk 3: Infrastructure not fit for purpose to withstand climate change 

Assessment of risk  risk status continues to be assessed as static 

 last quarter, the risk threshold was raised from medium (both pre and 
post mitigation) to high (both pre and post mitigation). This was due 
to risks associated with 3 Waters and old landfill sites near coastlines 
(specifically these sites being susceptible to erosion/weather events 
due to climate change impacts) 

 ELT considered this risk at its meeting 23 February 2021 and 
acknowledged that it is an emerging priority. While the risk status 
remains static this quarter, change is anticipated as a result of both the 
annual review of priority weightings on 30 March 2021, and after the 
in-depth analysis due to be focused on this risk over the next quarter. 
Any changes will be presented to the committee at its June 2021 
meeting.  

Mitigations  a new current mitigation has been added. This requires Council to 
remain abreast of the process and development of the three new laws 
proposed as part of the resource management reform (Climate 
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Change Act/Strategic Planning Act/National and Built Environment 
Act). This mitigation will be explored over the coming quarter in 
order to place meaningful and quantifiable actions and responsibilities 
against it. In the interim, Council has prepared a submission on He 
Pou a Rangi/the Climate Change Commission’s 2021 Draft Advice 
for Consultation 

 one proposed mitigation has been added which considers the 
development of a climate change strategy. This project is proposed to 
be developed alongside Council’s 2050 project which is anticipated to 
escalate quickly after the Long Term Plan (LTP) work is completed. 
Consideration will need to be given whether there is capacity for this 
work within wider Council or if external expertise is required. Further 
analysis of this mitigation will be undertaken prior to the risk 3 
discussion workshop with the committee in June 2020 

 LiDAR flights have begun this quarter. This mapping project will 
enable greater understanding of the climate change risks across the 
region 

 assessment of climate change impacts has been included in the 
activity management plans for the LTP.  

Risk 4: Inadequate, incomplete or lack of strategy/policy impacts the wellbeing of the District 

Assessment of risk  risk status continues to be assessed as static.   

Mitigations  the strategy development project has been initiated and the workplan 
is currently being developed. Progress has been slowed this quarter 
while work on the LTP has been prioritised. It is anticipated that this 
work will be brought up to speed quickly once the LTP has been 
adopted and frees resources. 

Risk 5: Natural or biosecurity event impacts the wellbeing of the District 

Assessment of risk  risk status continues to be assessed as static 

 the recent lockdown measures have not significantly changed the 
outlook of this risk and subsequently it will continue to be monitored 
and reviewed as necessary 

Mitigations  ongoing monitoring of the Covid-19 situation has continued over the 
quarter. Council’s pandemic plan and Covid-19 health and safety 
management plan continue under ongoing review 

 one completed mitigation for this current quarter 

Risk 6: Health and safety controls fail to protect staff and contractor safety 

Assessment of risk  risk status continues to be assessed as improving 

 after the recent gap analysis work and committee risk discussion in 
September 2020, ELT acknowledge that the scope and ranking of this 
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risk may change as a result of the annual review of priority weightings 
on 30 March 2021. 

Mitigations  development of a prioritisation programme is underway to action the 
health and safety gap analysis recommendations 

 two completed mitigations for this current quarter 

Risk 7: Financial conservatism constrains progress towards strategic objectives 

Assessment of risk  risk status continues to be assessed as static.   

Mitigations  the draft revenue and financing policy has been adopted by Council 
to come into effect 1 July 2021 

 the financial strategy is in final draft form and will be presented to 
Council for adoption 10 March 2021. 

Risk 8: Difficulty retaining or recruiting staff affects service levels 

Assessment of risk  the status of this risk has been changed from improving to static 

 ELT consider that while Southland is still seen as a ‘safe’ place to 
relocate to, the interest from high calibre applicants has slowed 

 the environmental services team continues to report difficulty 
recruiting building control and planning staff.  

Mitigations  no updates for this current quarter 

Risk 9: Over commitment leads to inability to deliver agreed work programme 

Assessment of risk  the status of this risk continues to be assessed as worsening 

 this is attributed to increasing pressure and demands on the 
organisation, such as from legislative change, Covid-19 impacts, 
revisiting historically deferred projects and the LTP. 

Mitigations  in relation to Council ensuring there is adequate community 
engagement about this risk, staff are currently developing key 
messaging for the LTP consultation document 

 the significant forecasting assumptions have been updated to include 
a specific assumption relating to capital expenditure delivery. This 
outlines the risk for Council around achieving the work programme.  

Risk 10: Growth and demand dependent model makes it hard to fund new infrastructure 

Assessment of risk  the status of this risk has been changed from worsening to static.  

 ELT consider that the impacts of Covid-19 on aspects of this risk 
have stabilised.   

Mitigations  one completed mitigation this current quarter 
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Emergent Risks 

17 Emerging risks are those that may develop or that already exist. These risks are difficult to 
quantify but may have a high consequence or impact if they materialise.  

18 No emergent risks have been identified by the ELT this quarter. 

Operational Risk Assurance 

19 A next step is to review the operational risk register development process and ensure that it is 
appropriate and aligns with the RMF.  

20 In the interim, Council’s chief executive will provide a separate operational risk update to the 
committee.  

21 Group managers will continue to work with their respective teams to identify and mitigate 
operational risks.  

In-depth look at each Risk  

22 The committee has an in-depth look at particular strategic risks on a rotational basis, to provide 
assurance to the committee that the risks are being effectively managed and that controls are 
operating as intended. This discussion is held in a workshop environment so councillors can have 
a free and frank discussion about each risk. 

23 Subsequent to the workshop, any changes to the assessment of the risk examined will be reported 
at the next scheduled committee meeting.  
 

Next Steps 

24 Following the committee’s consideration of the March 2021 quarterly risk management update, 
those strategic risks that are assessed as high or very high will be reported to Council at its 14 
April 2021 meeting.  

25 ELT will undertake the annual review of the weighted priority scorings at a workshop 30 March 
2021. The revised top strategic risks will be presented to the committee at its meeting 15 June 
2021 seeking recommendation to Council for adoption. Once adopted, the draft risk register will 
become effective 1 July 2021.   

 

Attachments 

A  Risk Register - March 2021 quarter - Finance and Assurance Committee ⇩  
B  Risk management framework - risk matrices ⇩     
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Forecasted Financial Position for the year ending 30 
June 2021 
Record No: R/21/2/7494 
Author: Joanie Nel, Management Accountant  
Approved by: Anne Robson, Chief Financial Officer  
 
☒  Decision ☐  Recommendation ☐  Information 
 

 

 Purpose 

1 To inform the committee of the expected year end financial result compared to the published 
2020/2021 Annual Plan and seek the committee’s recommendation to Council to approve the 
resulting forecasted position.  

2 To seek the committee’s recommendation to Council to approve a number of unbudgeted 
expenditure requests, and the deletion and deferral of a number of projects.  

Executive Summary 

3 Forecasting the financial position for the year ended 30 June 2021, is intended to provide 
information about what has changed since the budget was approved, why it has occurred and 
what the result is expected to be at the end of the year. Forecasting is based on the best 
knowledge that the relevant staff have at a point in time and events can overtake this. 

4 In considering the final position, staff consider what they planned to do in the Annual Plan, the 
projects carried forward from 2019/20 that were approved by Council on 21 October 2020, 
unbudgeted expenditure requests approved by Council or committees during the year and the 
expected year end position as a result of operational decisions and information. 

5 Forecasting enables the organisation to understand the anticipated year end position at all levels. 
It also assists with decisions and priorities for spending across Council.  

6 The budgeted expenditure included in the Annual Plan for the 2020/2021 year was adopted in 
June 2020. Therefore since this date a number of events have potentially occurred that will 
change the year end position. Forecasting allows a formal process to communicate to the 
executive leadership team (ELT), Finance and Assurance Committee and Council any known or 
expected changes. The net change by business units is shown in appendix A. 

7 The effect of the forecast changes on the Statement of Comprehensive Revenue and Expenditure 
and Statement of Financial Position is shown in appendix B and C. 

8 As part of the resolutions the committee is asked to recommend to Council a number of 
unbudgeted expenditure requests that have not been advised to Council previously. Additionally 
there are a number of projects that have been identified as needing to be deferred to future years. 
A detailed list of these projects can be found in appendix D. There is also a list of projects that 
are to be deleted, or where a project is completed under budget, the remaining budget is to be 
deleted, contained in appendix E. 

9 This report is included in the Council agenda for the meeting on 14 April 2020. Staff will update 
Council on any discussions and recommendations made by this committee. 
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Recommendation 

That the Finance and Assurance Committee: 

a) 
18 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) Recommends to Council that it approve the changes as detailed in appendix A subject 
to the separate unbudgeted expenditure reports noted in resolution J being approved 
by Council. 
 

e)  financial performance and position 
as detailed in appendix B and C. 
 

f) Recommends to Council that it approves the deletion of the following 2020-21 
projects: 
 

Business Unit Project  Amount 
District Water District Monitoring  $214,578 

Stormwater Lumsden Reticulation Upgrade SE Catchment $20,000 

Water Supply Riverton Scheme Improvements $131,564 

Sewerage Riverton Treatment Upgrade & Sewer Pumps $31,728 

Water Supply Te Anau Metering - District Metered Areas $101,500 

Water Supply Homestead Plant room valves (Homestead) $7,169 

Hall - Waianiwa Exterior and roof repaint- Waianiwa Hall $31,335 

Water Supply Winton Metering - District Metered Areas $32,506 

Water Supply Eden/Wyn District Metered Areas $19,475 

 
g) Recommends Council approve the following unbudgeted expenditure and funding 

source:  

Business Unit Expense Amount Funding Source 
Alcohol Licensing Software  Acq LOS $9,000 Loan 

Beautification - Athol Improvements - Acq LOS $6,424 Savings within 
business unit 

Beautification - Balfour Mowing $7,310 Balfour General 
Reserve  
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Beautification - 
Garston 

Mowing $1,333 Garston Special 
Projects Reserve  

Beautification - 
Nightcaps 

Maintenance  Gardening  $1,652 Nightcaps McGregor 
Park Reserve  

Beautification - 
Orepuki 

Mowing $1,708 Orepuki General 
Reserve  

Beautification - Stewart 
Is 

Maintenance  Gardening $800 Stewart Island General 
Reserve 

Beautification - 
Tokanui 

Mowing $4,411 Tokanui General 
Reserve 

Beautification - 
Tuatapere 

Mowing  $4,280 Tuatapere General 
Reserve 

Recreation Reserve - 
Lumsden 

Electricity  $4,400 Lumsden General 
Reserve 

Frasers Beach Maintenance General  $3,429 Manapouri Frasers 
Beach Reserve 

Beautification - 
Riversdale 

Maintenance General $2,500 Riversdale General 
Reserve 

Playground - 
Riversdale 

Maintenance Project $3,000 Riversdale General 
Reserve 

Beautification - 
Riverton 

Maintenance General $2,057 Riverton General 
Reserve 

Beautification - 
Thornbury 

Maintenance General $3,000 Thornbury General 
Reserve 

Hall - Tokanui Maintenance Internal $4,089 Community Centre 
Tokanui Reserve 

Motor Vehicle Pool Vehicles - Acquisition LOS $8,211 Savings within 
business unit 

Beautification - Winton Maintenance Gardening $11,956 Winton General 
reserve 

Buildings - Invercargill 
Office 

Rentals  Carparks, 
Cleaning, Consultants, toilet 
supplies 

$98,176 Property 
development reserve  

Buildings - Otautau 
Office 

Cleaning $15,484 Property 
development reserve 

Buildings - Te Anau 
Library 

Cleaning $20,484 Property 
development reserve 

Buildings - Lumsden 
Office 

Toilet Supplies, Cleaning $7,900 Property 
development reserve 

Buildings - Otautau 
Office 

Toilet Supplies $1,500 Property 
development reserve 

Buildings - Te Anau 
Library 

Toilet Supplies $800 Property 
development reserve 

Buildings - Te Anau 
Office 

Cleaning $9,211 Property 
development reserve 

Buildings - Wyndham 
Office 

Toilet Supplies, Cleaning $4,000 Property 
development reserve 

Cemetery - Wairio Mowing, pruning $6,248 Wairio Cemetery 
Reserve 

Cemetery - Dipton Maintenance General $2,456 Dipton Cemetery 
Reserve 

Cemetery - Edendale Maintenance  Tree and 
Hedge 

$2,000 Edendale Cemetery 
Reserve 

Community Centre - 
Limehills 

Buildings - Renewal $13,473 Loan 
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Council and 
Councillors 

Accommodation and Meals, 
Consultants 

$34,514 District Ops Reserve 

District Sewerage Improvements - Renewals $17,742 Internal Loan 

District Sewerage Consultants  39,055 Internal Loan 

Dog and Animal 
Control 

Software - Acquisition LOS $9,000 Loan 

Engineering 
Administration 

Allowance - Taxable $23,310 District Ops Reserve 

Environmental Health Software - Acquisition LOS $16,500 Health Licensing 
Reserve   

Resource Consent 
Processing 

Consultants, Legal costs  $190,000 District Ops Reserve 

Forest Administration Consultants $10,000 Forestry Reserve 

Harbour Legal Costs $20,000 Riverton Harbour 
General Reserve 

Moturau Gardens Mowing, Gardening $7,820 Stewart Island General 
Reserve  

People and Capability Recruitment, legal costs $71,597 District Ops Reserve 

Playground - Athol Maint - General $10,363 Athol General Reserve 

Toilets - Frasers Beach Cleaning $4,785 Loan 

Toilets - Cosy Nook, 
Monkey Island 

Cleaning $10,377 Loan 

Toilets - Te Anau Lions 
Park 

Toilet Supplies $12,000 Loan 

Toilets - Waikaia Cleaning $16,068 Loan 

Toilets - Weirs Beach Maintenance  General  $3,000 Loan 

Toilets - Athol Toilet Supplies, Cleaning $3,951 Loan 

Toilets - Balfour 
Plunket Room 

Cleaning, Maintenance $2,801 Loan 

Toilets - Colac Bay 
Playground 

Vandalism - Repair Cost $2,000 Loan 

Toilet - Colac Bay - East 
End 

Cleaning $2,155 Loan 

Toilets - Dipton Toilet Supplies, Cleaning $6,199 Loan 

Toilets - Garston Toilet Supplies, septic tank 
cleaning 

$25,801 Loan 

Toilets - Gorge Road 
Hall 

Cleaning $1,311 Loan 

Toilets - Lumsden Cleaning, Maintenance $5,683 Loan 

Toilets - Pearl Harbour Vandalism - Repair Cost $470 Loan 

Toilets - Mossburn Electricity, Maintenance $3,150 Loan 

Toilets - Nightcaps Cleaning $3,515 Loan 

Toilets - Ohai Toilet Supplies, Cleaning $4,833 Loan 

Toilets - Orepuki Hall Cleaning $367 Loan 
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Toilets - Riversdale Hall Cleaning $6,453 Loan 

Toilets - Riverton 
Princess St 

Cleaning, Maintenance $9,599 Loan 

Toilets-Howells PT, 
Taramea Bay 

Various operational costs $3,850 Loan 

Toilets - Rec Res, T 
Wharf, Rocks 

Cleaning, Maintenance $3,686 Loan 

Toilets - Cosy Nook, 
Monkey Island 

Toilet Supplies $4,000 Loan 

Toilets - Motorau, Trail, 
Bat 

Cleaning $500 Loan 

Toilets - Te Anau Ivon 
Wilson 

Toilet Supplies, Cleaning $3,109 Loan 

Toilets - Boat Hbr, 
Town Centre 

Electricity $8,500 Loan 

Toilets - Thornbury 
Playground 

Cleaning $2,589 Loan 

Toilets - Waikawa Monitoring, Maintenance $6,000 Loan 

Toilet-Fortrose 
Foreshore Res 

Maintenance - General $2,000 Loan 

Toilets - Tokanui Cleaning $1,445 Loan 

Toilets - Tuatapere 
Main Road 

Toilet Supplies, Cleaning $7,212 Loan 

Toilets - Clifden Cleaning $19,181 Loan 

Toilets - Te Waewae 
Lagoon 

Toilet Supplies $500 Loan 

Toilets - Waikaia Toilet Supplies $1,400 Loan 

Toilets - Wallacetown Cleaning $597 Loan 

Toilets - Winton main 
Street 

Toilet Supplies $6,400 Loan 

Toilets - Colac Bay 
Playground 

Maintenance - General $14,738 Loan 

Recreation Reserve - 
Wairio 

Mowing $3,600 Wairio Rec Reserve  

Roading - Special 
Purpose 

Emergency Reinstatement $2,276,500 Waka Kotahi NZTA 
funded 

Stormwater Riverton Maintenance  General  $25,171 Riverton Stormwater 
reserve 

SIESA - Operations Other Plant - Renewal $20,000 SIESA Operations 
reserve  

Water Supply 
Manapouri 

Water - Acquisition LOS $11,578 Internal Loan 

Water Supply Mount 
York 

Water - Renewal $10,783 Internal Loan 

Water Supply Takitimu Maintenance - Routine $15,000 Internal Loan 

Wheelie Bins Other Plant - Acq LOS $40,677 Internal Loan 

Wheelie Bins Recycling sorting $35,000 Internal Loan 

 
h) Recommends to Council to approve the deferral of the following projects to the 2021/22 

financial year: 
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Business Unit Project Amount Funding Source 
Information 
Management 

Core System replacement $923,210 Loan 

Waste Minimisation Waste Management $60,414 Loan 

Street Works - Stewart 
Island 

New walking track 
Horseshoe Bay Road 
part 1 

$52,583 Grants 

Street Works - Stewart 
Island 

Walking track Horseshoe 
Bay Road part 3 

$54,922 Grants 

Resource 
Planning/Policy 

District Plan General 
projects budget 

$400,000 District Ops Reserve 

Water structures Golden bay wharf rebuild $400,000 Grant 

Parks and Reserve Centre walkway to CBD $10,445 Development 
Contributions 

Parks and Reserve Netball court resurface $28,119 Loan  

 
i) Recommends to Council to approve the bringing forward of the following project 

budget from the 2021/22 financial year: 

Business Unit Project Amount Funding Source 
District Reserves 
Management  

Open spaces- increased 
consultancy to cover fees for the 
Green asset assessment, IPS 
implementation and the 
development of the Open spaces 
criteria  

$86,000 Loan 

 
j) Notes to Council that separate unbudgeted expenditure reports will be presented on 

the followings items, outside of this report: 

Business Unit Expense Amount Funding Source 
Around the 
Mountains Cycle 
Trail 

Unsealed Roads - Acq LOS $112,535 MBIE funding 

Around the 
Mountains Cycle 
Trail 

Maintenance - Internal $19,000 MBIE funding 

Buildings 
Invercargill office 

Buildings improvements $604,175 Loan 

Building Regulation Various operating costs $401,120 Fees and charges  

District Sewerage Maintenance (routine & 
unplanned) 

$370,000 Internal Loan 

District Water Water - Acquisition LOS $134,591 Internal Loan  

District Water Maintenance  Routine & 
Unplanned 

$285,000 Internal Loan 

Sewerage Scheme 
Winton 

Sewerage - Renewals $201,012 Internal Loan 

Water Supply 
Ramparts 

Water - Renewal $80,459 Internal Loan 

Water Supply 
Lumsden/Balfour 

Water - Renewal $118,142 Internal Loan 

Water Supply 
Tuatapere 

Water - Acquisition $86,600 Internal Loan 

 



Finance and Assurance Committee 24 March 2021 
 

 

7.3 Forecasted Financial Position for the year ending 30 June 2021 Page 56 

 

 
Background 

10 Forecasting enables transparency and informs Council of the anticipated year end financial result. 
Forecasting was first undertaken in November 2015 and since then forecasting has been 
undertaken twice a year, as at the end of October and the end of January or February, depending 
on meeting timetables.  However, due to time constraints around the Long Term Plan, the first 
round of forecasting was not held in October 2020 and as such what would normally have been 
the second round of forecasting for the financial year has now become the only opportunity to 
make changes to the budgets for the 2020/21 financial year other than through unbudgeted 
expenditure reports. As such, this round of forecasting has seen a significant increase in entries, 
as can be seen from the resolutions to this report. Council staff are also looking into internal 
processes and systems to improve and streamline this process going forward.   

11 In regards to projects identified as needing to be deferred to 2021/22, some of these projects 
have already been included in the Long Term Plan. Council staff will include the remainder of 
these and the impact into year one of the Long Term plan via the staff submission process.  

12 Budget managers were requested to undertake forecasts for their business units where the 

expected overall outcome would vary from the budget in the annual plan by specified tolerance 

levels. These net levels are set at: 

 $1,000 for Council owned halls 

 $1,000 to $10,000 for townships depending on their operational expenditure in the current 

year 

 $10,000 for all district business units. The maximum limit of $10,000 was set in line with the 
delegation held by the chief executive. 

13 Changes due to forecasting have been included in the attachments as follows.   

 Appendix A - provides details of changes to revenue, operating expenditure and capital 

expenditure for each business unit with commentary from the budget manager 

 Appendix B - shows the net effect of the changes to the statement of comprehensive revenue 

and expenditure for the year ended 30 June 2021 

 Appendix C - shows the effect of changes to the statement of financial position for the year 

ending 30 June 2021 

 Appendix D - provides details of the specific projects being deferred to future years. 

Currently staff are looking to incorporate the changes to the 21/22 year into the Long Term 

Plan through the staff submission process 

 Appendix E - provides details of the specific projects being deleted.  
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14 A breakdown of the movement of projects (both capital and operational) as a result of carry 

forwards and forecasting for the 2020/2021 year is as follows: 

FINANCIAL ACTIVITY  AMOUNT  

Projects as per the 2020/2021 Annual Plan  $22,384,970 

Projects carried forward from 2019/2020 $5,982,296 

February forecasting movement ($4,469,161) 

Projects approved via unbudgeted expenditure 
reports  

$4,045,391 

Expected project costs for 2020/21 $27,943,496 

15 The roading capital programme for the year is as follows: 

FINANCIAL ACTIVITY  AMOUNT  

Roading capital programme as per the 2020/2021 
Annual Plan (including carry forwards) 

$19,333,794 

February forecasting movement $0 

Expected roading capital programme for 2020/21 $19,333,794 

16 In addition to this, roading also included an additional $2.2 million of emergency repairs due to 
flooding of the Lower Hollyford Road, fully funded by the Waka Kotahi NZ Transport Agency. 

17 Appendix B outlines the overall impact of the changes on the forecast statement of 
comprehensive revenue and expenditure. Details of the major forecasting changes can be found 
in appendix A and include the following:  

Revenue 

18 Revenue has increased from the last forecasted position by $9.4 million. This is principally due to: 

 additional funding of $2.2 million from the Waka Kotahi NZ Transport Agency for 

emergency repairs to the Lower Hollyford Road 

 $381,000 of increased harvest income in Waikaia Forest due to volume increases 

 $410,000 of increased income for the building control department based on information to 

date and planned works for the future 

 $402,000 of the first instalment of invoicing to DIA and councils for the 3 waters 

collaboration 

 $6.3 million of grant income, the majority of which relates to the 3 waters stimulus grant 

funding 

 The above increases are offset by the decrease of $118,000 in water meter charges due to 

lower occupancy in motels/hotels in Te Anau and the $146,000 decrease in the work scheme 

business unit income due to less chargeable hours as a result of reduced labour availability.  
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Operating Costs 

19 Operating expenditure has increased from the budget by $5.2 million. Major changes are: 

 increased costs for emergency works for the Lower Hollyford road for flood repairs of  

$2.2 million 

 $190,000 increase in resource management costs including $50,000 expected increase in legal 

costs due to enforcement processes and $140,000 increased consultants costs for resource 

consent processing, ecological support and onsite wastewater advice. The onsite wastewater 

advice is for subdivisions (to make sure new lots could adequately treat onsite wastewater) and 

this task was previously undertaken by a team member in the environmental health team but 

due to staff vacancies this has now been outsourced at a significantly higher cost.  The 

intention is to continue using the services of the consultants until further notice.  

 $158,000 increase in material damage insurance, previously unbudgeted expenditure approved 

by Council, across a number of business units 

 $519,000 increase in district sewerage expenditure towards the Te Anau flood protection 

funded as part of stimulus and condition assessment 

 $104,000 increase in district stormwater for the 3 waters stimulus project for condition and 

performance assessment and increased maintenance offset by reduced loan interest 

 $240,000 increase in district water operating expenditure for the 3 waters stimulus project for 

condition and performance assessment and increased maintenance costs 

 $402,000 of increased operating costs for the consultation and support of the 3 waters 

collaboration 

 $363,000 increase for consultancy costs for asset management, improvement and design 

standards funded from the 3 waters reform stimulus funding. 

 $60,000 of increase in harvesting costs for the Waikaia forest due to higher actual harvest 

volumes 

 $915,000 increase in employee benefit costs for the building regulation, engineering 

administration and environmental health teams. 

Net deficit 

20 The annual plan budget noted a deficit of $4.9 million for the year, as a result of carry forwards 
($430,000) and changes noted above ($4.2 million) the overall total forecast net deficit for the 
year is now $216,000.   

Capital 

21 Forecast capital expenditure has increased by $1.1 million, details of which can be found in 

Appendix A.  Major changes are: 

 $2.4 million increase in district water capital spend as a result of stimulus funding 

 $604,000 of unbudgeted expenditure towards the Invercargill offices that was previously 

approved by Council but not included in the carry forwards into the 2020/21 financial year 
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 A reduction of information management budget of $923,000 due to the core systems budget 

being requested to be carried forward to the 2021/22 financial year 

 A reduction of $800,000 for the project for the Riversdale treatment upgrade stage 2.  

Benchmarks 

22 As part of the 2020/2021 Annual Plan, Council has budgeted to achieve 100% of its benchmark 
of capital expenditure to exceed depreciation, on the five network infrastructure services 
(roading, solid waste, stormwater, wastewater, water supply). Currently, the actual benchmark is 
150% for the actual results at 28 February 2021. This is as a result of the continuing work on the 
Te Anau wastewater project and the bridge renewals carried forward from last financial year.  
After the changes proposed during forecasting, this benchmark has now changed to 199%. The 
increase in the forecasted benchmark is mainly as a result of the additional Stimulus funded 
increases for district water. It is also worth noting that in order to arrive at the calculation, the 
depreciation number has not been changed. The revaluations on these assets at year end on these 
assets will have an impact on this calculation. 

Issues 

23 Forecasting is part of the ongoing process to enable Council to understand its year end result. 
This includes early identification of projects that will not be completed by the end of the current 
financial year. Additionally, any changes at year end will be included as part of the carry forward 
report to Council.  

24 Forecasting also provides an opportunity to approve anticipated unbudgeted expenditure during 
the year. This should reduce the number of individual requests needed to be handled by Council. 
Council will still need to approve some expenditure items separately where the expenditure is 
large enough to require individual approval. This report recommends the support of unbudgeted 
expenditure for increased costs. 

25 There has been additional costs identified for public conveniences in relation to maintenance, 
toilet supplies, cleaning, vandalism repair costs, electricity and consultants costs totalling $210,000 
across all the business units. This is planned to be funded by way of loan to be repaid over three 
years due to the impact on rates should it be recovered in one year.  The cleaning contracts for 
council facilities were renewed as part of the Section 17A review of the community facilities 
activity and a single contract was awarded at more than the budgeted cost including toilet 
supplies.  The remainder of the cost increases reflect the appropriate level of service and actual 
costs incurred for this activity. The ongoing effect of the repayment of the loan will be included 
as part of the staff submission process for the Long Term Plan 2021-31. Additionally, the income 
at the Te Anau Lions Park toilets has also decreased by $40,000 due to the impact of Covid-19. 

26 The resource consents team have forecasted increased consultant and legal costs of $190,000 due 
to unfilled vacancies, ecological support for consenting and enforcement.  This is offset by 
savings in staff costs $50,000, increased revenue $45,000 and a reallocation of staff time to 
planning and policy of $75,000. 

27 The work scheme business unit has forecasted a significant decrease in income due to lower staff 
levels being available.  This is impacting on internal income being able to be generated.  Council 
staff are currently working through the issues and options.  
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28 During the 2018-2028 Long Term Plan, we consulted on the level of investment in our open 
spaces. The decision decided upon a total of $5.5 million of capital expenditure in years 21/22 to 
27/28. At the time staff and Council identified the need to undertake further research to identify 
the works programme necessary to improve the open spaces experience. In order to complete 
this staff are requesting $86,000 to be brought forward from the 2021/22 year to this financial 
year. The funds will be used for the Green Asset Assessment, IPS implementation and the 
development of the open space criteria.  Upon completion, staff will report back to Council their 
findings and potential recommendations for the use of the monies going forward. 

29 The increased costs noted in the attachments for community boards are as a result of contract 
renewals.  As part of the contract renewal process staff have ensured that community boards are 
aware of the increases needed. 

30 This is year three of the three year roading programme. Overall the programme is on track except 
for footpath renewals. There is concern that contractors will not be available to deliver the 
programme by 30 June 2021. Staff will keep Council informed as there is no ability of any 
unspent budget to be carried forward. 

31 The February 2020 flooding event had a significant impact on parts of the Lower Hollyford 
Road. Initial emergency repairs were undertaken with discussions following a number of 
stakeholders including Ngai Tahu, Southland District Council, Waka Kotahi NZ Transport 
Agency and Department of Conversation on the future of the road. In December 2020 
agreement was reached that the road would be fully reinstated. As this is a special purpose road 
the project will be funded 100% through Waka Kotahi NZ Transport Agency. This work 
commenced in December and is expected to be completed by the end of the financial year and 
will be a combination of operational and capital expenditure. A budget of $2,276,500 has been 
approved for the reinstatement of the road by Waka Kotahi. 

32 Incorporated into this forecasting round is $5,071,000 of the $13.6 million of stimulus projects 
approved for 2020/21. Overall the 3 waters stimulus programme is progressing and developing 
quickly. A separate control team has been set up specifically for the project and contract 
documents are being prepared for the first six separate reticulation projects procured via the 
panel, whilst construction has begun in Otautau on the first project. 

33 There are a number of issues identified during the preparation of this report that require separate 

reports to be prepared to Council to provide added context and discussion, these are: 

 Building regulation staff have previously identified to Council that in order to achieve 

statutory compliance as a Building Consent Authority they need to increase resourcing and 

Council agreed. Subsequent to this request further additional costs approval is sought, the 

funding of which is budgeted to come from fees and charges.   

 Unbudgeted capital expenditure of $1,750,000 was approved by Council for the Invercargill 

offices capital upgrade in February 2020.  $845,825 was budgeted in 2020/21 and a carry 

forward of the balance of $904,175 should have occurred, however this was mistakenly 

missed. This forecasting round reflects a total Invercargill office budget at $1,884,278.  

Detailed reasons for the change and deliverables will be presented in the separate report.  

Additionally the Winton office was budgeted at $1,314,918 as per the report presented to 

Council in August 2020 of which forecasting has $202,200 budgeted for this year, an increase 

of $100,000 on the annual budget. A project to upgrade the Te Anau building was planned in 

2020/21 totalling $534,728, this project has been deferred and will be discussed further in the 

separate report.  
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 Through forecasting we have identified additional operating costs required for the district 

water and sewerage business units for increased expenditure such as routine and unplanned 

maintenance. As neither activity have any reserves available the costs have been funded in this 

report by way of loan, proposed to be repaid over a three year period given the impact on 

rates should it have been recovered in one year. Staff however, are currently looking at other 

ways to meet the costs including re-prioritisation and the possibility of using stimulus funding.  

 As a result of the major flooding event that occurred on the Around the Mountains Cycle 

Trail in February 2020, it was discovered that an additional culvert needed replacement and a 

temporary deviation of the trail near Centre Hill was required. Staff applied and sourced 

funding from Ministry of Business, Innovation and Employment (MBIE) and the Walking 

Access Commission for these costs ($131,000). The separate report will seek retrospective 

unbudgeted expenditure approval.   

34 The list of projects to be deferred as per attachment D of this report will be included as part of 
the staff submission for the Long Term Plan 2021-31. 

35 The overall works programme for the year is on track to be one of Council’s biggest delivery 
years to date, however there is still a risk of market resource shortages and supply delays which 
could still affect the final programme. 

36 The work on the Te Anau wastewater upgrade is progressing on the installation of the membrane 
plant and building along with installation of the sub surface drip irrigation and is currently on 
schedule. 

Factors to Consider 

Legal and Statutory Requirements 

37 There are no legal or statutory requirements in regards to forecasting Council’s end of year 
position. 

Community Views 

38 The original Annual Plan budget was not fully consulted on. Changes proposed to capital and 
operational expenditure for townships will have been or will be reported to the relevant 
community board. 

Costs and Funding 

39 The forecasting that has been completed shows that the net deficit for this round of forecasting 
will be $216,000 which is $4.6 million less than the $4.8 million deficit in the annual plan budget 
(appendix B). 

40 Overall net capital expenditure is expected to decrease by $1.1 million as in appendix A. 

Policy Implications 

41 Council staff must ensure that all expenditure is carried out within approved delegations. The 
current financial delegations only allow the chief executive to approve unbudgeted purchase 
plant, capital items and goods and services expenditure up to $10,000. 
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Analysis of Options 

42 The options are to approve or not to approve, in full or part, the forecasted adjustments to the 
expenditure in the annual plan. 

Option 1  Recommend to Council to approve the forecast changes recommended including 

any adjustments approved at the meeting 

Advantages  Disadvantages  

 the committee and Council is informed of 
anticipated changes from the annual plan 
for 2020/2021 

 Council has had the opportunity to 
prioritise expenditure to be incurred in the 
current financial year 

 Council staff are able to purchase services 
as required to provide services to the 
community in the most appropriate manner 

 deferral of projects which are going to be 
completed later and/or costing more than 
previously indicated 

Option 2  Recommend to Council to approve the changes in income and expenditure in 
attachment A  

Advantages  Disadvantages  

 Council is informed of anticipated changes 
from the annual plan for 2020/2021 

 Council has had the opportunity to 
prioritise expenditure to be incurred in the 
current financial year 

 Council considers that the additional 
expenditure is not a current priority and 
does not need to be incurred 

 processes may be delayed where further 
approval needs to be sought from Council 
before committing to additional 
expenditure 

Option 3  Do not recommend to Council the approval, in part or in full, of the forecast 
changes recommended   

Advantages  Disadvantages  

 Council is informed of anticipated changes 
from the annual plan for 2020/2021 

 Council has had the opportunity to 
prioritise expenditure to be incurred in the 
current financial year 

 processes may be delayed where further 
approval needs to be sought from Council 
before committing to additional 
expenditure 

 

Assessment of Significance 

43 The assessment of significance needs to be carried out in accordance with Council’s Significance 
and Engagement Policy. The Significance and Engagement Policy requires consideration of the 
impact on social, economic or cultural wellbeing of the region and consequences for people who 
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are likely to be particularly affected or interested. The content of this report is not deemed 
significant.  

Recommended Option 

44 Option 1 - Approve the forecast changes recommended including any adjustments approved at 
the meeting 

Next Steps 

45 If approved, prepare the report to Council of the unbudgeted expenditure approvals for the 
2020/2021 financial year. 

46 Ensure that deferred projects are included in the Long Term Plan. 

 

Attachments 

A  Attachment A - Forecast adjustments to revenue, operating expenditure and capital 
expenditure by business unit ⇩  

B  Attachment B - Forecast statement of comprehensive Revenue and Expenditure ⇩  
C  Attachment C - Forecast statement of Financial Position ⇩  
D  Attachment D - Projects planned to be deferred to future years ⇩  
E  Attachment E - Projects planned to be deleted from the 2020-2021 Annual Plan ⇩     
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Monthly Financial Report - January 2021 
Record No: R/21/3/11646 
Author: Lesley Smith, Management Accountant  
Approved by: Anne Robson, Chief Financial Officer  
 

☐  Decision ☐  Recommendation ☒  Information 
 

 

Summary 

1. The purpose of this report is to provide the Finance and Assurance Committee with an overview 

of the financial results for the seven 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 Finance and Assurance Committee: 

a) - 16 
March 2021. 

 

Attachments 

A  Monthly Financial Report - January 2021 ⇩     
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Audit NZ Engagement Letter for the Long Term Plan 
2021-2031 
Record No: R/21/3/11627 
Author: Emma Strong, Project Accountant  
Approved by: Anne Robson, Chief Financial Officer  
 
☐  Decision ☐  Recommendation ☒  Information 
 

   

 

Purpose 

1 To provide the Finance and Assurance Committee with an update on the April – June 2021 Audit 
NZ LTP audit dates listed within the engagement letter attached as “to be confirmed” (TBC).    

2 The Audit NZ Engagement Letter for the LTP was accepted by Council on 28 January 2021 and 
signed by the Mayor on 17 February 2021.   

3 Council and audit staff have been working together to finalise these dates ensuring resourcing 
needs can be met on both sides to complete the document within the statutory timelines.  The 
following dates have been received from Audit NZ and fit within Councils overall timelines. 

1 April 2021  Draft Management report on consultation document engagement 
received 

7 April 2021  Finalised Management report on consultation document engagement 
received  

14 April 2021  Finalised Management report on consultation document engagement 
presented to Council 

21 May 2021  Finance and Assurance Committee endorse LTP document and release 
for audit 

24 May 2021  Proposed LTP document ready for audit to review 

24 May – 4 June 2021  Second audit on site visit with the proposed LTP document 

4 June 2021  Audit opinion for adopted LTP received 

11 June 2021  Draft management report on the LTP engagement received 

15 June 2021  Draft management report on the LTP engagement presented to 
Finance and Assurance Committee 

16 June 2021  Finalised management report on the LTP engagement received 

23 June 2021  Finalised management report presented to Council.   

Council adopts LTP document. 

 

4 Overall, staff note that the timeframe is extremely tight to meet the Council and Finance and 
Assurance meeting dates.     
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Recommendation 

That the Finance and Assurance Committee: 

a) 
2021-2031 2021- 16 March 2021. 
 

b) Notes the confirmation of the Audit NZ timetable dates for the Long Term Plan 
2021-2031 since the Council meeting on 28 January 2021. 

 

 
 

Attachments 

A  LTP Audit NZ Engagement Letter - signed ⇩     
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Finance and Assurance Committee Workplan for the 
year ended 30 June 2022 
Record No: R/21/3/11370 
Author: Emma Strong, Project Accountant  
Approved by: Anne Robson, Chief Financial Officer  
 
☒  Decision ☐  Recommendation ☐  Information 
 

 

Background 

1 The purpose of preparing a draft work plan is to get the committees discussion and agreement as 
to the agenda items it expects to see during the year to 30 June 2022.  This has been done to 
ensure that the reports staff are preparing are meeting the expectations of the committee and also 
allowing staff to plan for and ensure that they are delivering the appropriate reports. 

2 In preparing this draft work plan, previous workplans and meeting content was used as the base 
document.  Additionally, discussions were held with staff as well as referring to the Finance and 
Assurance Committee terms of reference. 

3 The adoption of the work plan does not preclude the Committee or staff from including any 
other additional reports as and when required and it is expected that over the coming year this 
work plan will be refined further. 

4 Deloittes were appointed as Council’s internal auditor in 2018.  This year the internal audit review 
will focus on the asset management and information integrity projects.  It is expected that the 
project management internal audit planned for this financial year will now occur early in the 
2021-22 financial year or in this financial year. 
 

Recommendation 

That the Finance and Assurance Committee: 

a) receives 
16 March 2021. 

 
b) agrees the Finance and Assurance Committee Work plan for the year ended 30 June 

2022. 
 

Attachments 

A  Finance and Assurance Committee Workplan to 30 June 2022 ⇩     
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Health and Safety Update 
Record No: R/21/2/8491 
Author: Janet Ellis, People and Capability Manager  
Approved by: Cameron McIntosh, Chief Executive  
 

☐  Decision ☒  Recommendation ☐  Information 
 

 

Purpose 

1 To provide an update on health and safety related incidents and activity over the last quarter.  

Content 

Health, safety and wellbeing update  

2 Please find attached the health, safety and wellbeing update as at 28 February 2021. 

3 This is a new document that has been drafted to give councillors more information regarding 

their health and safety responsibilities. 

Other health and safety related initiatives 

4 There are many ways to keep current on health and safety matters, subscribing to the Worksafe 

updates is an easy way to remain up to date.  The link is: 

https://worksafe.govt.nz/home/subscriptions 

5 Health and safety training continues with staff completing the health and safety e-learning 

modules based on the health and safety procedures.  All new staff are required to complete all the 

modules.   

6 The health and safety governance training that was scheduled for early 2021 has now been 

delayed due to the cancellation of a council meeting for an LTP workshop.  A new date will be 

set shortly.  All community board chairs will be invited to attend the training.  

7 In July 2020, Southland District Council undertook a high-level assessment and review of 

Council’s approach to the management of health and safety.  This included a review of Council’s 

governance framework, strategic plan and performance measures and targets.   

8 The review also included a thin slice review of the health and safety management system targeting 

risk management, incident management, worker engagement, contractor management and injury 

management.   

9 The opportunities identified as part of this gap analysis have been incorporated into the Draft 

Health, Safety and Wellbeing Operation Plan 2021/23 and the Health, Safety and Wellbeing 

Road Map 2021/23 and are attached for your information, discussion and recommendation to 

Council. 

10 Please note that the resources identified to achieve this plan are estimates only.  Detailed work 

now needs to occur on implementation and project planning stage.  This detailed work will 

highlight actual resources required to achieve what is required in the timeframes. 
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11 The areas identified for improvement include governance, health and safety planning, health and 

safety management system, risk management and health and safety performance measurement. 

12 Council continues to manage the risk and transmission of Covid-19.  Council continues to invest 

in additional PPE gear to ensure we can continue to provide our essential services regardless of 

alert level changes. 

13 Review of policies and information is ongoing to support our employee health safety and 

wellbeing, updates include bullying, harassment and discrimination policy and employee 

handbook. Alongside our policy reviews and updates, education opportunities are provided. 

 

Recommendation 

That the Finance and Assurance Committee: 

a) 15 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 recommend to Council to approve the Draft Health, Safety and Wellbeing 
Operation Plan for 2021/23. 

 
e) agrees to recommend to Council to approve the Health, Safety and Wellbeing Road 

Map for 2021/23. 
 

Attachments 

A  Health Safety & Wellbeing Update for Council 28th February 2021 ⇩  
B  Health, Safety and Wellbeing Operational Plan and Road Map ⇩     
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Health Safety & Wellbeing                
Update for Council 
As at 28th February 2021 

Author: Teri Black   

 

 

 

 

 

  



Finance and Assurance Committee 24 March 2021 
 

 

7.7 Attachment A Page 116 

 

 

Relevant WorkSafe health safety wellbeing news and media 

Overlapping health and safety duties: Fines for PCBUs:  

https://www.copelandashcroft.co.nz/overlapping-health-and-safety-duties-fines-for-pcbus/ 

Managing workplace mental health: 

 https://www.copelandashcroft.co.nz/managing-workplace-mental-health/ 

 

H&S Resource 

Health and Safety training modules 

New employees are continuing to undertake H&S e-learning modules as a part of their induction to SDC. 

Level 2 for module 8 – In an emergency is in draft. This part focuses on emergency warden training.  

With the health and safety framework review complete, it is time to evaluate framework performance 

against the HS14 – Getting it Right procedure and subsequent implementation checklists. This began in 

January and is still ongoing. 

Implementation plan update 

The implementation plan for 20/21 will change based on draft HSW operational plan 2021-2023 

adoption.  

The gap analysis recommendations have driven this change so as improvement actions can be developed 

and implemented.  

  

https://www.copelandashcroft.co.nz/overlapping-health-and-safety-duties-fines-for-pcbus/
https://www.copelandashcroft.co.nz/managing-workplace-mental-health/
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Data 

Monitor - Organisational H&S data update, including contractor monitoring 
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Jan-20 13 2 2 0 2 2 0 0 5 0 13 13 11 84 0 1 15 16 0 

Feb-20 5 0 1 0 0 1 0 1 2 0 5 5 3 113 0 0 9 8 0 

Mar-20 2 1 0 0 0 0 0 0 1 0 2 3 3 144 0 1 12 6 0 

Apr-20 6 3 0 0 0 0 0 0 3 0 6 1 0 174 0 0 10 5 0 

May-20 8 2 1 2 0 0 0 1 2 0 8 3 4 205 0 0 27 4 0 

Jun-20 3 0 1 0 0 0 0 0 2 0 2 2 1 235 0 0 6 5 0 

Jul-20 5 0 0 1 0 1 0 1 2 0 4 4 4 266 0 1 3 6 0 

Aug-20 2 0 0 1 0 0 0 1 0 0 2 2 4 297 0 1 1 7 0 

Sep-20 4 0 1 0 0 0 0 0 3 0 3 4 4 327 0 0 4 16 0 

Oct-20 8 0 5 0 0 0 0 1 2 0 5 4 3 358 0 0 10 16 6 

Nov-20 5 2 3 0 0 0 0 0 0 0 5 10 3 388 0 0 1 19 1 

Dec-20 6 1 1 1 0 1 0 1 1 0 6 5 10 15 7 1 2 15 0 

Total 67 11 15 5 2 5 0 6 23 0 61 56 50   7 5 100 123 7 
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2021 

Health Safety Wellbeing Monthly Reporting            
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Jan-21 10 1 2 0 1 2 1 0 2 1 0 9 6 5 46 7 2 0 2 0 

Feb-21 8 0 0 3 0 0 0 1 0 4 0 8 8 9 74 0 0 3 9 0 

Mar-21 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

Apr-21 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

May-21 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

Jun-21 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

Jul-21 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

Aug-21 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

Sep-21 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

Oct-21 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

Nov-21 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

Dec-21 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

Total 18 1 2 3 1 2 1 1 2 5 0 17 14 14   7 2 3 11 0 
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Organisation overview 

  

There have been three lost time accidnets that resulted in ACC claims this 20/21 year to date, with a total 

of 21 days lost time.  

The lost time in relation to these has pushed our LTIFR above the benchmark. With five more months in 

this reporting space, this ratio may change as we move further through 2021.  

The Benchmark has been updated alongside the 2018 Benchmarking report published by the Business 

Leaders Health and Safety Forum, a summary of this can be found here: 

https://www.zeroharm.org.nz/assets/Uploads/Benchmarking-Snapshot-2018.pdf 

Definitions 

The TRIFR is the number of injuries (excluding fatalities) requiring medical treatment per 200,000 hours 

worked within this organisation based on our FTE workforce. 

A lost-time injury is something that results in a fatality, permanent disability or time lost from work. It 

could be as little as one day. LTIFR refers to the number of lost-time injuries within a given period, 

relative to the total number of hours (200,000) worked in that period based on out FTE workforce.  
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Contractor overview 
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Health Safety and Wellbeing Operational Plan 2021-2023 - DRAFT 
 

Our health and safety commitment  

We care for the wellbeing and safety of our people and those who interact with us.  Our goal is to deliver 
safe and effective services to our community and ensure everyone gets safely home every day (SHED). 

Current performance 

Our health and safety was benchmarked and reviewed by an external organisation in 2017, and our health 
and safety management has focused on key gaps identified in this analysis. Leading into the 2020/21 plan, a 
health and safety external gap analysis was undertaken in June 2020 to ensure we continue on the correct 
path to continually improve health, safety and wellbeing. 

As an executive leadership team (ELT) we have discussed the recommendations identified in this gap 
analysis and, as per 20/21 action plan, have adjusted our health, safety and wellbeing plan for 2020/2021 to 
align with and support implementation of the improvement opportunities identified.  

This health safety wellbeing operational plan for 2021 
through to 2023 provides Southland District Council 
(SDC) with a clear pathway to understanding our current 
risk profile, improving risk management across the 
organisation, and supports achievement of our core health 
safety and wellbeing goal which is to deliver safe and 
effective services to our community and ensure everyone 
gets safe home every day (SHED).  

Data 

The graph below shows our current total recordable 
injury frequency rate.  This is based on the average hours 
worked by our full time equivalent (FTE) workforce. This 
frequency rate is the number of recordable injuries per 

200,000 hours worked. While the majority of the injuries recorded are minor in nature, it is a reminder that a 
serious injury can occur at any time. A graph of ACC claim trends below shows an increase in ACC claims 
for the 20/21 year to date. Majority of these are sprains and strains. With the new plan, injury prevention is 
part of our improving risk management goal.  

   

Action plan 

As part of our commitment as a leadership team we will co-sponsor a key activity within the health, safety and wellbeing plan, 
this sponsorship commitment is supporting the roll-out of the initiative or objective and keep each other and our teams on 
track in undertaking the objectives within SDC. 

 

CURRENT PERFORMANCE ACTION 
REQUIRED 

EXECUTIVE 

SPONSOR 

WHEN FUTURE PERFORMANCE 

Recognition that real 
improvement has been made 
but true culture of health safety 
and wellbeing is yet to be 
achieved 

Develop road 
map for HSW 
improvement 

Janet Ellis February 2021 

to 

June 2022 

 

We will have a clear 
understanding of our risk profile 

 
Our people will be involved and 
engaged with our work 

 

Our leaders demonstrate 
exemplary behaviours and 
attitudes to health safety and 
wellbeing 

 
 

We will build genuine 
relationships with our people to 
build a culture where ideas and 
issues are shared and jointly 
acted on 

 
Health, safety, wellbeing and the 
environment will be integrated 
into the way we work 

Shift in culture All of executive 
leadership team 

February 2021 

To 

May 2023 

Reporting 
improvements 

Matt Russell  

Nick Hamlin 

February 2021 
to 

July 2021 

Training Janet Ellis April 2021 

to 

March 2022 

Officers may not satisfy all due 
diligence requirements under the 
HSWA 2015 

Governance 
training 

Cameron 
McIntosh 

March 2021 

Annual review 
of officers 

Cameron 
McIntosh 

July 2021  

to  

June 2022 

Our risk management is not ‘fit 
for purpose’ in its current state 

Risk 
Management 

Matt Russell 

Nick Hamlin 

March 2021 

To 

June 2022 

Operational/tactical approach 
rather than led by governance 
and ELT. Heavy organisational 
reliance on operational health 
safety and wellbeing roles 

Leadership and 
performance 

Fran Mikulicic 

Anne Robson 

Trudie Hurst 

May 2021 

To 

June 2022 

 

 

taking ownership       working together       being proud to belong       creating opportunities 
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Health Safety and Wellbeing Strategic Road Map  2021-2023 
We care about the health safety and wellbeing of our people and those who interact with us. The health safety and wellbeing strategic road map provides Southland District Council with a clear pathway to understanding our risk profile, 

improving risk management across the organisation, and supports achievement of our core health safety and wellbeing goal which is to deliver safe and effective services to our community and ensure everyone gets safe home every day. 

Current performance  Action 
required 

How we will achieve our target and measure our 
journey  

resource required When  Draft Measures for monitoring  Future performance 

Recognition that real 
improvement has been 
made but true culture of 
health safety and wellbeing 
is yet to be achieved 

Develop road 
map for HSW 
improvement  

 Develop and present draft 3-year HSW strategic 
plan for approval 

 Develop detailed implementation plan to set 
3/6/12/targets to achieve road map actions  

ELT time February 2021 

to 

June 2022 

Road map progress reported on  

% completion against implementation plan 

 

We will have a clear 
understanding of our risk 
profile 

 
Our people will be involved 
and engaged with our work 

 

Our leaders demonstrate 
exemplary behaviours and 
attitudes to health safety and 
wellbeing 

 
 

We will build genuine 
relationships with our people 
to build a culture where ideas 
and issues are shared and 
jointly acted on 

 
Health safety wellbeing and 
the environment will be 
integrated into the way we 
work 

 

 

 

 

Overall Measurement: 

Gap analysis completed in 
October 2022 with significant 
improvement made and 
recognition that the true 
culture of health safety and 
wellbeing is on track and at 
the early stages of being 
achieved 

 

Shift in culture  Engagement/consultation 

 Link with values and organisational direction 

 Safety II  

$20,000 February 2021 

To 

May 2023 

Need to get some advice on this overall – a part of the $20,000 cost 

Safety Culture? 

Reporting 
improvements 

 Review reporting structure (Operational, ELT, 
F&A, Council) 

Current resource 
with support from 
external consultant 
$3,000 

February 2021 to 

July 2021 

# of officers satisfied with the quality/content of HSW reports received 

# of major risk assessments completed involving ELT 

Reporting structure finalised and implemented 

Training   E-learning refresher for all employees 

 Review learning management system  

Will use 
organisational 
training budgets 
for the next two 
years  

April 2021 

to 

March 2022 

Training needs assessment completed and training plan completed 

# or % increase in training completion (plan) 

% of health and safety employee induction review and update complete 

Officers may not satisfy all 
due diligence requirements 
under the HSWA 2015  

Governance 
training 

 Provide governance training opportunities External 

$3,000 

March 2021 # or % of officer induction overdue 

# or % of officer induction refresher overdue 

% of officers attending refresher training 

Annual review 
of officers 

 Develop and implement officer due diligence 
requirements 

 Review of officers’ due diligence by external 
resource 

External  

$10,000 

Feb 2021 

to  

June 2022 

Review of officers completed 

# of gaps identified and % progress toward corrective actions set in response 

Our risk management is 
not ‘fit for purpose’ in its 
current state 

Risk 
Management 

Review risk management framework. Includes: 

 Critical risk management 

 Environmental risk management 

 Risk reporting 

Option 1 
Aggressive  

$20,000 Plus 
additional resource 
(~$80,000) 

Option 2 (takes 
longer):  In house 
current resource 
plus $20,000 

March 2021 

to 

June 2022 

# of risks reviewed within one year & within 2 years 

# of risks not yet reviewed 

# of risk corrective actions completed and outstanding 

# control failures 

% of residual risks categorised by priority 

# new reports, ACC claims, DART rate 

# and frequency rates: LTI, LTIFR, FAI, MTI, TRIFR 

 Review and update contractor management 
processes in line with changes implemented in 
risk management framework review 

# of contractor audits and observations completed 

% of contractor management documentation reviewed and current 

Operational/tactical 
approach rather than led 
by governance and ELT. 
Heavy organisational 
reliance on operational 
health safety and wellbeing 
roles 

Leadership and 
performance 

 Set SMART H&S KPI’s org wide and link to 
performance management system  

 Increase leadership visibility 

 Increase monitoring and observations  

ELT time and 
education  

May 2021 

To 

June 2022 

# or % of leader induction overdue 

# or % of leader induction refresher overdue 

% of leaders attending refresher training 

# of health and safety audits and observations attended by officers and 
leaders 

% of meetings where health and safety updates are discussed 

OUR ORGANISATIONAL VALUES:                           TAKING OWNERSHIP                             WORKING TOGETHER                            BEING PROUD TO BELONG                            CREATING OPPORTUNITIES     
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Employee Numbers 
Record No: R/21/2/8485 
Author: Janet Ellis, People and Capability Manager  
Approved by: Cameron McIntosh, Chief Executive  
 

☐  Decision ☐  Recommendation ☒  Information 
 

 

Purpose 

1 The purpose of the report is to provide the Finance and Assurance Committee with information 
as requested on both current and prior years’ employee numbers.  

Executive Summary 

2 At the Finance and Assurance Committee meeting on 15 December 2020, the committee asked 
for a report on the current and prior years’ employee numbers. 

3 This report sets out the current (FY20) and previous (FY16-FY19) employee numbers as well as 
provides analysis of relevant employee information. 

Recommendation 

That the Finance and Assurance Committee: 

a) 15 March 2021. 

 
Employee Numbers 

4 In December 2020 the Finance and Assurance Committee asked for information on both current 
and prior years’ employee numbers.   

5 This report uses a full time equivalent (FTE) metric for measuring employee numbers.  The table 
below details the last five years.  

Year Full time 
equivalent (FTE) 

% 
increase 

FY16 130  

FY17 141 8.5% 

FY18 146 3.5% 

FY19 159 8.9% 

FY20 168 5.6% 

 
6 Over the past four years employee numbers have been steadily increasing.  These increases are a 

direct reflection of an organisation working towards delivering and supporting the key objectives 
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that council set through the LTP process, managing the current complex local government 
environment, supporting the organisation in the day to day deliverables and making system and 
process improvements. 

7 In year FY17 change in FTE occurred after an organisational review.  The organisational review 
reset priorities to enable delivery on Council priorities around the Southland way, growing our 
communities and a dynamic and effective organisation.  The review resulted in establishment of a 
community partnership team and establishment and reshaping of the customer delivery team and 
additional resources for the finance team. 

8 In FY18 and FY19 FTE’s increases were mainly to do with increases in the services and assets 
team priorities and the community leadership team being extended with the inclusion of the 
Community Liaison Officers originally from Venture Southland.  The Services and Assets review 
aimed to improve how projects were delivered, improve the level of community facility support 
and introduce greater commercial disciplines including contract and procurement management 
within the group.  A project delivery team, a commercial team and community facilities teams 
were established as part of that review. 

9 In the FY20 year increases were in the policy, communications, building control and in the water 
and waste team.  These increases were to support additional workloads and to meet delivery and 
statutory requirements. 

10 It is expected that the increase in FTE numbers will continue.  This year (July 2020 to now), 
changes have occurred in the water and waste team and in the building control team to ensure 
delivery as well as meet statutory requirements.  The draft LTP also sets out significant changes 
that need to occur in capital expenditure programmes, changes in regulatory activities and 
preparation for significant legislative changes with resource management and biodiversity. The 
majority of these employee number changes have been included in the draft LTP. 

11 Council’s workforce is critical to the success and achievement of the LTP.  In addition to 
achievement of LTP it is important to note that the world of work is changing also.  
Advancement of technology, aging workforce and the increased demand for different and more 
flexible working arrangements need to be considered in future workforce requirements.  This 
needs to be balanced with the need to continue to improve on being an effective and efficient 
council. 

12 Work is progressing on a Strategic Workforce Plan.  The plan will identify the workforce 
capability required by SDC to meet its objectives now and into the future.  The plan will also 
identify people management strategies to be implemented with the aim of maintaining and 
developing a workforce capability that meets Council and our communities needs for now and 
into the future. 

 

Attachments 

There are no attachments for this report.   
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Internal Audit Terms of Reference - Contract 
Management Review 
Record No: R/21/2/4394 
Author: Anne Robson, Chief Financial Officer  
Approved by: Cameron McIntosh, Chief Executive  
 

☒  Decision ☐  Recommendation ☐  Information 
 

 

Purpose 

1 To consider and agree the terms of reference for the third internal audit on the review of contract 
management. 

Executive Summary 

2 The committee appointed Deloitte as Council’s Internal Auditor in 2018.  As part of the 
appointment the committee asked Deloitte to work with staff and the committee to form a three 
year internal audit work programme.   

3 The contract management review is the third of six agreed programmes of work to be completed.   

4 The attached draft terms of reference are for consideration and agreement by the committee. 
 

Recommendation 

That the Finance and Assurance Committee: 

a) Recei - Contract 
17 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) Approve the attached Terms of Reference for the Contract Management Review. 
 

Background 

5 The committee appointed Deloitte as Council’s internal auditor in 2018.  As part of the 
appointment the committee asked Deloitte to work with staff and the committee to form a three 
year internal audit work programme which was completed and agreed by the committee in 
September 2019.  The agreed programme was for six pieces of work, two to be completed in 
each year of the engagement. 

6 With each internal audit undertaken, terms of reference will be prepared by Deloitte.  These 
outline the review to be undertaken, a background to the review, the objective and scope of the 
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review, what is out of scope, the approach to be taken, what the review will entail, the 
deliverables at the end of the audit, the staffing, timing and budget. 

7 As discussed with the committee previously, approval for each terms of reference will be sought 
from the committee before conducting each audit. 

8 The attached terms of reference, is in relation to the third audit regarding purchasing through to 
contract management and review.  It is referred to as the contract management review.  The first 
internal audit, procure to pay; and the second, cyber health check were undertaken and reported 
back to the committee last year.  

9 The procurement lifecycle (which covers purchasing through to contract management and 
renewal) is a critical element in managing service delivery pressures faced by local authorities. 

10 Southland District Council must deliver on commitments to support the local community and 
improve sustainability of the district, whilst consistently demonstrating value for money through 
its procurement. 

11 It is therefore important for Council to have strong processes and internal controls in place over 
its contract management processes. 

12 The objective of this review is to assess the systems and controls in place to ensure that contracts 
approved by Council are appropriately managed. The following specific control objectives will be 
addressed: 

 contract management practices and expectations/requirements are included within Council’s 
policies and procedures and are regularly reviewed. These policies and procedures are aligned 
with other Councils policies and good contract management practice when compared to 
organisations of similar size and complexity 

 contracts and related correspondence are retained in a central repository, being accessible to 
the appropriate business units and with access restricted according to the sensitivity of 
information. Confidentiality/security of information and privacy (for both parties) is 
maintained, as appropriate 

 contract management processes evidence policy compliance, robust process and good 
practice. This includes: 

o contracts are reviewed and approved (i.e. transactions only take place with parties who 
have valid contracts in place) 

o contract costs are monitored to ensure that costs incurred do not exceed agreed upon 
contract value 

o monitoring and review of supplier performance and service delivery against the contract 
at key milestones throughout the period, including verification of the accuracy of the 
information submitted by contractors in support of their performance claims 

o regular and appropriate reporting to key stakeholders 

o identification, reporting and actioning of any performance issues, disputes and non-
compliance with contract terms in a timely manner. Escalations are addressed in an 
appropriate manner 

o contract variations are approved in line with delegations and documented 

o periodic contract reviews are undertaken to enable implementation of improved 
processes, and ensure contracts meet current and future needs and value for money 
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o monitoring of contract expiry and rollover dates, and completion of any contract 
conclusion, extension, or renegotiation process in accordance with policy and 
procedures, best practice and delegated authority. 

Issues 

13 In reviewing the terms of reference, the committee needs to particularly consider if the objectives 
and scope meet the expectations of the committee, having regard to what is noted to be out of 
scope.  This is the appropriate time to consider and amend the terms of reference if the 
committee believes it needs to be expanded or refined. 

Factors to Consider 

Legal and Statutory Requirements 

14 Section 101 of the Local Government Act 2002, financial management, notes in section 1(g), that 
a local authority must manage its revenues, expenses, assets, liabilities, investments, and general 
financial dealings prudently and in a manner that promotes the current and future interests of the 
community. 

Community Views 

15 The community wants to know that Council is undertaking its activities prudently.  The internal 
audit function contributes to this by seeking assurance that Council has the proper controls, 
governance and risk management processes in place.   

Costs and Funding 

16 Council has an annual budget of $30,000 for the planned internal audit programme.  This review 
will cost $15,000 plus GST and disbursements. 

Policy Implications 

17 The committee, as part of its terms of reference are responsible for establishing and undertaking 
an internal audit programme. 

Analysis 

Options Considered 

18 The two key options are to accept, subject to amendments at the meeting, the terms of reference 
for the third audit, contract management review. 
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Analysis of Options 

Option 1  to accept, subject to amendments at the meeting, the terms of reference for the 
contract management review. 

Advantages  Disadvantages  

 enables the internal audit to proceed in a 
timely manner 

 will result in the committee receiving 
independent feedback on Council’s 
processes around procurement and 
contract management and potential areas of 
improvement, as well as recognition of 
what is being done well. 

 if the committee either felt that this was no 
longer an appropriate audit to undertake at 
this time, then the opportunity to undertake 
another audit now instead would be missed.  

 
Option 2  to decline the terms of reference for the contract management review. 

Advantages  Disadvantages  

 enables any amendments to the work 
programme requested by the committee to 
be undertaken. 

 may delay the internal audit programme. 

 

Assessment of Significance 

19 This issue is not considered significant in terms of Council’s significance policy. 

Recommended Option 

20 The recommended option is option 1 – to accept, subject to amendments at the meeting, the 
terms of reference for the contract management review. 

Next Steps 

21 Advise Deloitte of the outcome of the committee meeting and proceed to undertake the internal 
audit programme. 

 

Attachments 

A  Deloitte draft terms of reference contract management review ⇩     
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Investment and Liability Management Policy 
Record No: R/21/2/8441 
Author: Anne Robson, Chief Financial Officer  
Approved by: Cameron McIntosh, Chief Executive  
 

☐  Decision ☒  Recommendation ☐  Information 
 

  

Purpose 

1 The purpose of this report is to present the Investment and Liability Management Policy to 
Finance and Assurance for its consideration and endorsement to Council for adoption.   

Executive Summary 

2 The Investment and Liability Management Policy outlines how Council will manage its 
investments, including what Council will invest in, and how investment risk will be assessed and 
managed. The policy also outlines how Council will manage borrowings.  

3 PWC and Council staff have prepared the draft Investment and Liability policy on discussions 
held with the Finance and Assurance Committee and Council over the last six months and best 
practice.  The policy also incorporates the necessary changes to enable Council to apply to the 
LGFA to become a guaranteeing participating Council as agreed at Council’s meeting of 10 
March 2021. 

4 Overall this draft policy, in regards to investments, acknowledges and allows for Council to 
maximise its returns on funds held whilst considering its risk profile. It acknowledges a low risk 
approach to its treasury investments used for working capital and restricted reserves. It accepts a 
moderate risk approach to investing general reserves to maintain capital and provide a return for 
offsetting rates through the ability to invest in an existing New Zealand managed balanced fund.  
It also retains the ability of Council to internally borrow against these reserves, if it chooses to do 
so.  As part of this, the appropriate delegations and reporting have been added to the policy. 

5 It is important to note that Councils Long Term Plan has Council moving from a net investor to 
a core borrower so the changes to the policy also incorporate more detail about Council’s 
borrowing limits and how it will manage its borrowing risks by incorporating good practice 
methods into the liability management policy. 

6 This report recommends that the committee endorse the policy (including any amendments 
agreed at this meeting) and recommend to Council for adoption.  
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Recommendation 

That the Finance and Assurance Committee: 

a) 18 
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 endorse the draft Investment and Liability Management Policy (including 
any amendments agreed at this meeting). 

e) Agrees to recommend to Council the adoption of the draft Investment and Liability 
Policy (including any amendments agreed at this meeting) including the following 
borrowing limits: 

Net debt as a percentage of total revenue <175% 

Net interest as a percentage of total revenue <10% 

Net interest as a percentage of rates revenue <7% 

Liquidity (external, borrowing + available committed loan facilities + 

available liquid investments as a percentage of existing external 
debt) 

>110% 

f) Agrees to recommend to Council that it amends Councils delegations manual to 
incorporate the delegations that are outlined in the draft Investment and Liability 
Management Policy. 

 

Background 

7 Under Section 102 of the Local Government Act 2002 (LGA 2002), Council is required to have 
both an Investment Policy and a Liability Management Policy. These policies have been merged 
into one document (the policy) due to their similar nature.  

8 This policy was last revised and consulted on in 2018. 
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9 In developing this policy, PWC was engaged to work with the Finance and Assurance Committee 

and Council to undertake the following 

 an investment strategy review, which would provide a framework to feed into the Investment 
Policy review.  The review will look at the investment portfolio needed to achieve Council’s 
short and longer term objectives 

o considering the role and purpose of Council’s portfolio and key objectives 

o Council’s role as a custodian of an intergenerational investment portfolio, including 
comparisons to other councils approaches 

o Council’s purpose and approach to reserves 

o what an appropriate portfolio composition is 

o the optimal return and annual volatility targets 

 assist Council to understand and consider LGFA membership 

 treasury policy review and update 

10 In undertaking the above, PWC held a number of workshops with the Finance and Assurance 
Committee and Council to understand Council, its risk appetite and its current investment 
approach.  

11 The first workshop held with Council intended to assist Council in determining its future 

investment strategy and as such covered the following items: 

 Council’s existing investment policies, framework and approach 

 the current investment portfolio 

 desirable asset class characteristics 

 Council’s desired future investment objectives and approach. 

12 Throughout, feedback was sought on a range of topics to help shape the discussion and potential 

future investment direction.  These included: 

 the appropriateness of Council’s current approach and its investment objectives 

 Council’s risk tolerance 

 return targets  

 other investment constraints. 
13 Overall, this outlined the $57 million of investments and reserves held and the investment 

characteristics for Council of each asset type.  
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14 To put investment risk into perspective, PWC presented the below table which plotted the 
different asset classes by their overall risk. Overall risk is based on the qualities noted in the table 
above including capital protection, volatility, liquidity and capital growth.  The table notes 
Council’s current risk tolerance implied by its existing investment portfolio  

 

15 On 20 November 2020 PWC prepared its investment strategy review and recommendation 
report which it presented at a further workshop in November 2020.  The key review point was a 
desire of Council to investigate the rebalance its internal loans.  This rebalance was sought to 
achieve a potentially greater return. Currently reserves are invested in bank deposits and internal 
loans. Interest is charged on internal loans at 4.5% with ratepayers paying this return. A rebalance 
would see these internal loans refinanced from external loans, through the LGFA at a lower 
interest rate (currently 2.2% for 16 years). The resulting cash would then be invested externally. 

16 A review of the current investment objectives indicated their continued relevance.  The 
objectives being: 

 to manage investments in a sustainable and equitable way 

 effective management of assets to ensure adequate safeguarding of portfolio value 
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 maximise interest income within a prudent level of investment risk 

 Council recognises that as a responsible public authority, any investments that it holds should 
be of relatively low risk. 

17 The below slide from the PWC presentation outlines the considerations and discussions held that 
considered the risk assessed and the types of investment most appropriate for Council 

 

18 Based on the questions and the discussions held, PWC assessed Councils risk tolerance as 
moderate. From a range of suitable asset classes a balanced managed fund was identified as 
having the traits most likely aligned with Council’s investment objectives and requirements from 
its reserve investments. PWC have recommended based on the likely size of Council’s investment 
that an existing managed fund be used although it noted that Council could hire its own 
investment manager. Examples of existing managed balanced funds indicate five year returns 
around 6% to 7%.   

19 It also noted Council’s continued desire to retain its forestry investment for the long term and the 
desire for investments to provide intergenerational benefit.   
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What is in the draft policy 

20 The investment part of the policy is designed to ensure that the financial resources of Council are 
managed in an efficient and effective way. It sets out why Council holds investments, its strategy 
towards risk, mix of investments it has and how it will distribute any return on investments.  

21 The key aspects of the Investment Policy are:  

 the use of banks for working capital, restricted reserves etc where the bank has a Standard and 
Poors rating of A- or above. This currently excludes investment in SBS who has a rating of 
BBB.  Currently, Council only invests in New Zealand registered banks where investment is 
limited to $10 million and if the bank has a rating of A1 or better 

 the use of a balanced managed fund for general reserve funds repurposed to cash from 
internal loans. Typically these funds have an equal allocation of income (cash on call, term 
deposits, Australasian and International bonds) and growth (property, Australasian and 
international equities, Infrastructure) assets to ensure some investment income and capital 
growth is achieved 

 outlining Council’s risk profile, overall Council identifies itself a risk conscious entity.  It then 
acknowledges that the type and purpose of the investment defines the risk approach being 
mindful to the rationale of holding the various types of investments. The policy notes that 
treasury investments should be low risk and are there for the investments of working capital, 
achieving returns within risk parameters noted and investing amounts allocated to general 
reserves, trust funds and special funds. For externally managed funds used to maintain and 
protect the real capital value of general reserves and maintaining liquidity, the policy 
acknowledges the monies may be used to offset rates as well as maintain capital and as such a 
moderate risk profile is acceptable hence the policy allows for the purchase of units in an 
established externally managed balanced fund 

 Council’s ability to invest internally through the use of internal loans is retained. 

 the ability for Council to invest in the Local Government Funding Agency Limited (LGFA) 
which occurs when Council borrows from the LGFA.  All borrowers are required to 
contribute 1.6% of the total amount borrowed as borrower’s notes.  

22 The liability management part of the policy is designed to provide a framework for prudent debt 
management. It sets out the objectives of any borrowing undertaken, the limits to borrowing, the 
forms of borrowing, how Council will handle risk and the reporting/delegations to support the 
function to enable best practice. 

23 The key aspects of the proposed Liability Management Policy are: 

 borrowing Limits 

 four ratios are needed as part of the covenants agreed to with LGFA these are shown in the 
table below 
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BORROWING RATIO COUNCIL BORROWING LIMIT 

PROPOSED 

LGFA MAXIMUM 

BORROWING LIMIT 

Net debt as a percentage of total 
revenue 

<175% 
<175% 

Net interest as a percentage of 
total revenue 

<10% 
<20% 

Net interest as a percentage of 
rates revenue              

<7% 
<20% 

Liquidity (external, borrowing + 
available committed loan facilities 
+ available liquid investments as a 
percentage of existing external 
debt) 

>110% 
>110% 

 the net debt as a percentage of total revenue has been set as part of the financial strategy.  
Based on the financial information supporting the 2021-31 LTP consultation document the 
above proposed limits are achievable 

 how Council will handle interest rates, liquidity and funding risks. This includes hedging, to 
manage the impact that movements in interest rates can have.  Table 4 in the policy outlines 
the policy around this 

 that security for borrowing will usually be way of negative pledge or a charge over rates.  
However an option exists to offer security over other assets of Council where Council 
considers doing so would help further its community goals or objectives. 

 that Council can as one of its debt funding options, borrow from the Local Government 
Funding Authority. 

 that Council can advance internal loans for the purpose of capital or one-off activities.  
Council investments may be used as a source of the funding of these loans.   

24 Overall, the policy also outlines the structure of responsibilities and reporting lines within 
Council. These ensure appropriate management and accountability of liability and investment 
activities.  

25 The policy also includes a series of benchmarks to determine the success of its policy, which will 
be regularly reported on.  
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Issues 

26 As noted above the policy has been developed from the discussions held between PWC and 

Council. 

 It notes Council is risk conscious.  Acknowledging that Council is prepared to accept different 
risk levels for different investment types.  Low risk for working capital and restricted reserves.  
Moderate risk for general reserves. 

 continued ability to invest in internal loans and banks with a rating of A- or above 

 ability to invest in a New Zealand managed balanced fund 

 ability to borrow from the LGFA and other lending institutions 

 tighter controls around the management of borrowing risks 

 establishment of borrowing limits  

 further development of roles and responsibilities and reporting for investing and borrowing. 

27 There is no legal requirement to consult over this policy and it is not proposed to do so.  
Potential changes to the way Council invested was noted in the public consultation over the 
LGFA, no feedback was received.   

Factors to Consider 

Legal and Statutory Requirements 

28 As has been stated above, under the act, Council is required to have both an Investment Policy 

and a Liability Management Policy. Council must state its policies in respect of investments, 

including: 

 the mix of investments 

 acquire new investments 

 an outline of the procedures by which investments are managed and reported on to the local 
authority 

 an outline of how risks associated with investments are assessed and managed. 

29 The act also requires Council to state its policy in respect to both borrowing and other liabilities, 

including: 

 interest rate exposure 

 liquidity 

 credit exposure 

 debt repayment. 

30 Under Section 102 of the Act, amendments to the policy can be made by a resolution of Council.  
There is no legal requirement to consult. 
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31 Pursuant to Clause 32(2), Schedule 7, of the Local Government Act 2002, Council may make 
delegations to Council staff to allow for the efficient conduct of Council business.  Clause 32(3), 
Schedule 7 of the Act also allows staff to delegate those powers to other staff.  

32 The power to borrow money, or purchase or dispose of assets, other than in accordance with the 
Long Term Plan remains the sole responsibility of Council (Clause 32(1)(c), Schedule 7). This 
responsibility cannot be delegated. 

Community Views 

33 Included in the proposal to participate in the Local Government Funding Agency, Council noted 
its desire to externally borrow its current internal loans used to fund capital programmes. 

34 It outlined that this meant that cash reserves that are currently being used to fund these internal 
loans ($35.3 million at 30 June 2020) would instead be available for investing. 

35 It further indicated that Council was currently reviewing its Investment and Liability policy and 
had indicated a desire to broaden the policy to allow for investments in managed funds.   

36 Overall, it is likely that the public would support prudent and effective management, a balanced 
investment/risk profile, and to maintain appropriate procedures, controls and reporting.  

Costs and Funding 

37 There are no costs associated with implementing a new policy. 

38 At the 30 June 2020, Council had $41.8 million of reserves and $15.2 million of investment 
assets, made up of $14.8 million of forestry assets, $0.4 million of Milford Sound Tourism shares 
and $0.2 million of Civic Financial Services shares.   

Policy Implications 

39 Included in the draft Investment and Liability Management Policy, is a number of delegations.  
When the policy is approved, Council’s delegations manual will be updated to incorporate any 
changes.   

Analysis 

Options Considered 

40 Council is required to adopt an Investment and Liability Management Policy. On this basis, 
Council has the option of adopting the draft policy, or making further changes to the policy.  

  



Finance and Assurance Committee 

24 March 2021 
 

 

 

7.10 Investment and Liability Management Policy Page 142 

 

Analysis of Options 

Option 1  Recommend to Council the adoption of the draft Investment and Liability 
Management Policy (including any amendments agreed at this meeting) 

Advantages  Disadvantages  

• gives a clear outline of how Council will manage 

its investments and liabilities 

• complies with legislation 

• meets best practice guidelines 

• documents current practice and the rationale for 

future reference 

• ensures appropriate management and 
accountability of liability and investment activities. 

• there are no known disadvantages. 

 

Option 2  Making further changes to the draft Policy 

Advantages  Disadvantages  

• further clarifies Council’s thinking on 

investments and borrowings. 

• this option may mean the policy is adopted 

later, however, there is still the capacity to 

meet legislative requirements. 

Assessment of Significance 

41 This policy has been assessed as not being significant in relation to Council’s Significance and 
Engagement Policy.  

Recommended Option 

42 Option One - recommend to Council the adoption of the draft Investment and Liability 
Management Policy. 

Next Steps 

43 Make any changes identified at the meeting. 

44 Prepare the report to Council incorporating the committees discussions. 

45 Circulate the adopted policy to relevant staff and make the necessary changes to the delegations 
manual. 

46 Start work on the investment and borrowing strategies for discussion with the Finance and 
Assurance Committee as well as developing the reports required of this policy. 

Attachments 

A  Draft Investment & Liability Manangement Policy ⇩     
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Investment Policy and Liability Management Policy 
 

Group Responsible: Chief Financial Officer 

Date Approved: DRAFT FOR DISCUSSION 

Date Amended:  

File No: 19/4/6521 

1.0 Overview 

The Local Government Act 2002 requires local authorities to adopt an Investment Policy and a Liability 

Management Policy. 

The Investment Policy is designed to ensure that the financial resources of the Council are managed in an 

efficient and effective way.  It sets out how Council can utilise funds from the sale of assets, what should 

be done with the investment income and so on. 

The Liability Management Policy is designed to provide a framework for prudent debt management and 

sets out how Council may wish to use debt as a funding mechanism. 

Council has a structure of responsibilities and reporting lines to ensure the appropriate management and 

accountability of the liability and investing activities. 
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2.0 Structure 

Organisational Structure 

The organisational chart for the finance activity is as follows:

 

Responsibilities 

The key responsibilities of the above positions are as follows: 

Council 

• approve, adopt and review the Policies including any revisions and amendments. 

• approve by resolution all external Council borrowing outside of that noted in the long term plan. 

• approve the external managed fund and the appointment of any fund managers. 

     approve amount of funds to be placed with external managed fund 

     approve membership to LGFA including CCO/CCTOs 

 

Finance & Assurance Committee 

 oversee the treasury function of Council ensuring compliance with the relevant Council policies 

and plans 

 ensuring compliance with the requirements of Council’s trust deeds 

 recommend to Council treasury policies at least every three years 

 approving debt, interest rate and external investment management strategy 
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Chief Executive (CE) 

 ultimately responsible for ensuring the Policies adopted by Council are implemented by officers of 
Council and administered in accordance with their terms. 

Chief Financial Officer (CFO) 

 responsible for recommending investment, borrowing and risk management strategy in conjunction 
with relevant staff.   

 ensure compliance with any relevant Strategies 

 responsible for determining the level of cash available for investment and that held for working capital 
purposes. 

 execute the external investment management and interest rate strategy 

 approve amounts to be placed with an external fund manager for investment purposes within that set 
within the Annual Plan or Long Term plan or by way of separate Council resolution 

 recommend to Finance & Assurance Committee and Council amendments to the Policies as required 

 .recommend to Finance & Assurance Committee the  debt, interest rate and external investment 
management strategy for approval.  

 review internal audit reports and ensure any recommendations agreed by the Finance & Assurance 
Committee are made. 

 approve new treasury investments ensuring the proposed investment complies with these policy 
documents. 

 receive managed fund reports and annually monitor performance and present the necessary reports 
to the Finance & Assurance Committee. 

Transactional Project Lead 

 responsible for confirming adherence to the policies, through internal reviews, to be performed on a 
regular basis and present a summarised report of compliance to the CFO. 

 responsible for recommending to the CFO the level of cash available for investment and that held for 
working capital purposes. 

 negotiate and undertake treasury investment and borrowing/funding transactions. 

 assist in identifying amendments to the investment, borrowing and risk management strategy, which 
may require amendment of the Policies. 

 responsible for all activities relating to the daily implementation and maintenance of the Policies. 

 assist in determining the most appropriate sources and terms for borrowing and investing. 

 responsible for keeping the CFO informed of significant activity and market trends. 

 responsible for reviewing/approving the weekly cashflow and cash management transaction 
requirements completed by the Senior Accounts Payable Officer (or equivalent). 

Senior Financial Accountant 

 check all treasury deal confirmations against the treasury spreadsheet and report any irregularities 
immediately to the CFO. 

 Responsible for settling treasury transactions 

Finance Officer 

 prepare and manage Council’s cashflow and cash requirements 

 report to the Finance Manager on the weekly cashflow position and resulting cash management 
transactions required. 
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3.0 Investment 

Introduction 

This Investment Policy has been prepared pursuant to Section 102(1) of the Local Government Act 2002 
(the “Act”), which requires the Council to adopt an Investment Policy and a Liability Management Policy.  
Section 105 of the Act sets out what must be included in an Investment Policy.   

Council generally holds investments for strategic reasons where there is some community, social, physical 

or economic benefit accruing from the investment activity. 

Council’s rationale for retaining investments is: 

 strategic assets are to be held by the Council, for public good. 

 to earn from strategic investments a cash flow for investment in community wellbeing. 

 to prudently manage cash flows within annual budget parameters. 

Council is a risk conscious entity and does not wish to incur additional risk from its treasury activities.  
Accordingly, Council’s primary objective when investing is the protection of its initial investment and 
generating a commercial return on strategic investments is considered a secondary objective.   

Objectives 

The key investment policy objectives are to: 

 provide a framework for the prudent and effective management of investments. 

 ensure that investments are managed in accordance with current governing legislation and Council's 
strategic and commercial objectives. 

 manage investments in a sustainable and equitable way, having regard to current and future 
generations. 

 recognise the community ownership of these assets and the need for a balanced investment/risk 
profile. 

 ensure Council assets are managed prudently and adequately safeguarded. 

 safeguard Council’s financial market investments by establishing and regularly reviewing investment 
parameters and ensuring all investment activities are carried out within these parameters. 

 maximise interest income on treasury investments, within a prudent level of investment risk.  Council 
recognises that as a responsible public authority any treasury investments that it does hold should be 
of relatively low risk.  It also recognises that lower risk generally means lower returns. 

 maintain and increase the real capital value of the eternal managed funds.  

 ensure funds are available to meet Council’s needs. 

 maintain professional relationships with the Council's bankers, financial market participants, fund 
managers, trustees and other stakeholders. 

 regularly review the performance and creditworthiness of all investments. 

 maintain procedures and controls and provide timely and accurate financial and management 
information. 
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These objectives will be achieved by having regard to: 

 the mix of investments that Council will utilise. 

 the process for the acquisition and divestment of new investments. 

 the management and assessment of risk. 

 the need for appropriate management and reporting procedures. 

Investment Mix 

Council has a portfolio of investments; at any time, these could comprise: 

 treasury investments, 

 direct equity investments. 

 property. 

 other property investments – Community Housing. 

 forestry. 

 loans, advances for community development purposes. 

 internal loans 

 external managed funds that could include equities . 

The decision on which mix of investments Council will hold at any time will be based on the purpose for 
which the funds were acquired and the market conditions at the time. 

Acquisition of New Investments 

With the exception of treasury investments, internal loans and equity investments, new investments are 
acquired if an opportunity arises and approved by Council resolution, based on advice and 
recommendations from management. Before approving any new investments, Council gives due 
consideration to the contribution the investment will make in fulfilling Council’s strategic objectives and 
the financial risks of owning the investment. 

The authority to acquire treasury investments is delegated to the Chief Financial Officer. 

Application of Returns from Investments 

Some returns are earmarked for specific purposes, but generally returns on Council investments are 
applied to give equal benefit to the District ratepayers by application in a pro-rata basis to offset the costs 
of District services. 

Direct Equity Investments 

Nature of Investment 

Direct equity investments are held for strategic purposes only and include interests in: 

 Civic Assurance Corporation (13,715 shares). 
Civic Assurance is a specialist Local Government insurance company. 

 Milford Sound Tourism Limited (2,000 shares).  The role of Council is to facilitate and co-
ordinate development and operations at Milford Sound/Piopiotahi and Council’s intention is to retain 
its shareholding in the company. 
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Rationale for Holding Investment 

The Council may hold equity for non-investment purposes, provided that the holding is in furtherance of 
its purpose under the Local Government Act 2002.   

To have the ability to utilise equity investments where necessary to: 

 achieve the desired level of returns; and/or 

 to provide a diversified investment portfolio. 

Disposition of Revenue 

These investments are held for strategic reasons only and not for investment purposes.  
As such these investments do not derive revenue to Council in the form of dividends.  If they do, revenue 

or dividends will be used to offset general rates. 

Risk Management 

Investments in the Civic Assurance Corporation and the Milford Sound Tourism Limited are held for 
strategic purposes. For any other equity investments, Council reviews the performance of the trading 
enterprises at least annually to ensure that strategic and financial objectives are being achieved.  

Dispositions and acquisitions require Council approval. 

Property 

Nature of Investment 

The Council's first objective is to only own property that is strategically necessary for the economic, 
physical and social development of the Southland District and secondly, to achieve an acceptable rate of 
return.  Property investments do not include properties for operational purposes. 

Rationale for Holding Investment 

Council holds investment properties in order to generate income to offset general rates. 

The Council reviews the performance of its property investments on an annual basis and ensures that the 
benefits of continued ownership are consistent with its stated objectives.  Any disposition of these 
investments requires the Council's approval. 

Disposition of Revenue 

Income generated is used to offset operational expenditure.  Surplus funds will be used to fund future 
property projects. 

Risk Management 

The risk in respect of holding investment property is evaluated as low given the location of the properties 
and their current and long-term use. 

Rental income is considered low risk, due to the fixed and long-term nature of the lease agreements.  Lease 
rental is negotiated at the time the lease expires. 

Other Property Investments - Community Housing 

Nature of Investment 

Council has 69 community housing units available for rental  These houses are located in various 
townships across the Southland District. 
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Rationale for Holding Investment 

Council retains community housing to allow people to continue to live in its local community.  The elderly 
or people with disabilities are given preference. 

Council’s philosophies include ensuring that rental charges cover costs (excluding depreciation) and to 
continue to maintain the housing at its current high standard.  There is no required rate of return on this 
investment. 

Disposition of Revenue 

Revenue earned from the investment in community housing is retained in the community housing 

investment. 

Risk Management 

The risk in respect of holding other property investments is evaluated as low given the location of the 
properties and their current and long term use. 

Council’s community housing activities are managed by staff in the Property Department.  They regularly 
review Council’s involvement in community housing, including assessment of the need for this asset within 
the community. 

Dispositions and acquisitions require Council approval. 

Forestry 

Nature of Investment 

The Council and its predecessor organisations have been involved in forestry for many years. Council’s 
current forestry policy is that it will operate and maintain up to 3,000 planted hectares. The Council 
currently maintains 1,800 hectares of land. 

Rationale for Holding Investment 

Forestry assets are held as a long-term investment. The overall investment policy of the Council with 
regard to forestry is to maximise profit, with harvesting on a sustainable yield basis and without any 
demand on rates. 

Disposition of Revenue 

Any surplus revenue is used to offset rates.  Any surplus not used in the year it was earned is accumulated 

into a forestry reserve and used to offset future rates.  The use of the reserve in future years, will often be 

based on an even spread over a number of years to minimise rates fluctuations. Approximately $100,000 is 

retained for operating working capital at any time. 

Risk Management 

Forests are currently managed by a specialist external party. Forestry activities are reviewed by the Services 

and Assets Committee.   

Significant risk management strategies include diversity of forest age classes, insurance against fire and 

access to a rural fire fighting force, a mix of species, geographic spread of forests and controlled access.  

Retention of the forest is reviewed periodically. 

Dispositions and acquisitions require Council approval. 
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Loans and Advances for community development purposes  

Nature of Investment 

The Council is not a lender and therefore is not generally involved in providing loans or advances. 

Rationale for Holding Investment 

Council provides loans for community development purposes. From time to time, Council has provided a 
loan or advance to a community organisation to facilitate the ongoing provision of community services or 
recreational opportunities.  The loans/investments are not made for financial investment purposes. 

Council sets the terms and conditions for any loans or advances as they are granted. Council will require 
security as deemed appropriate for each loan or advance.  The security will be the assets or revenue of the 
organisation. 

Disposition of Revenue 

Generally, these loans are to the benefit of the local community and not for financial investment purposes.  

Interest will be charged at a rate that is consistent with Council’s interest rate on internal loans.  Any 

revenue would be applied to reserves, reduce external debt or offsetting general rates. 

Risk Management 

Council will review the performance of its loan advances on a regular basis to ensure the planned strategic 
and economic objectives are being achieved.  

Council monitors the compliance of the borrower with the terms and conditions agreed upon.  

All loans and advances documentation are subject to independent legal review prior to finalisation.  

Internal Loans  

Nature of Investment 

Council may utilise its general reserves and surplus funds for internal borrowing/lending purposes to 
reduce external debt, thus effectively reducing borrowing costs.   

Rationale for Holding Investment 

To facilitate the development of Council activities within Council and the community to minimise the 
costs associated with borrowing externally.  

Disposition of Revenue 

Income derived from internal loans is generally used to generate a return to reserves.. Any surplus income 

is used to reduce external debt and/or offset against general rates. 

Risk Management 

Internal loans shall be managed as a treasury investment.  Interest rates will be set having regard for Council’s 
opportunity cost forgone.   

Council may not achieve the opportunity cost due to actual external interest rates being different to the 
interest rate set for any given year as part of the LTP/Annual Plan process.  In this case the return to Council 
may be more or less and will impact on the return to reserves.  
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Treasury Investments 

Nature of Investment 

To provide the ability to utilise a range of financial investments not already specified in this policy.  

Approved treasury investments include; 

 

CATEGORY INSTRUMENT 

TREASURY INVESTMENTS 

Call and term bank deposits 

Bank certificates of deposit (RCDs) 

Treasury Bills and Government Bonds 

LGFA bonds/Floating Rate Notes 
(FRN)/Commercial Paper (CP) 

LGFA borrower notes 

 

With the exception of LGFA borrower notes, the term of the treasury instruments is no greater than one 
year.  

Rationale for Holding Investment 

Council’s philosophy in the management of treasury investments is to optimise its capital protection and 
liquidity objectives while balancing risk and return considerations.  Council recognises that as a responsible 
public authority any treasury investments that it does hold should be low risk.  It also recognises that lower 
risk generally means lower returns. 

The Council maintains treasury investments to: 

 invest surplus cash and working capital funds. 

 achieve the desired level of returns within acceptable risk parameters. 

 invest amounts allocated to general reserves, trust funds and special funds. 

Council's primary objective when investing is the protection and liquidity of its investment.  Accordingly, 
only credit-worthy counterparties are acceptable.  Credit-worthy counterparties are selected on the basis of 
their current Standard and Poor’s (S&P) or equivalent rating, which must be strong or better.   

To avoid undue concentration of exposures, treasury investments should be used with as wide a range of 
counterparties as practicable.  Transaction principal amounts and maturities should be well spread where 
possible. 

Within the above constraints, Council also seeks to: 

 ensure investments are liquid. 

 maximise investment return. 

 manage potential capital losses due to interest rate movements. 

 

Liquidity risk is minimised by ensuring that all negotiable treasury investments must be capable of being 
liquidated in a readily available secondary market. 

Disposition of Revenue 

Income derived from Council’s treasury activities will be used to fund Council activities including the 
allocation of interest on reserves, offsetting rates and repaying external debt. 
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Externally Managed Funds 

Nature of Investment 

Council may invest its general reserves in externally managed funds.  Council has a medium to long-term 
investment horizon as it seeks to manage investments in a sustainable and equitable way, having regard to 
both current and future generations of ratepayers. 

Council would purchase units in a NZD managed fund or funds.  

Rationale for Holding Investment 

Council maintains externally managed funds to: 

 maintain,  protect and increase the real capital value of the principal amount invested. Real capital 
value is the value that has been adjusted for the effect of inflation. 

 diversify the investment of Council’s general reserves.  

 maintain liquidity and access to cash if needed. 

 obtain annual cash income to subsidise rates revenue. 

 

Where practical, investments will be made considering the ethical practices of the investment entity. 
Council’s intention for the Funds is to avoid direct involvement with industries that have a negative 
impact on society and the environment. This includes: 

 alcohol, 

 tobacco, and 

 military/weapons. 

Disposition of Revenue 

The managed funds are expected to return (before fees and taxes) at least 5% per annum. Council will 

consider as part of its planning process what is appropriate to subsidise rates revenue and what should be 

accrued back to its reserves, having regard to its rationale noted above.  The actual disposition may differ 

from that planned as a result of the actual returns being more or less than budgeted again having regard to 

the rationale above. 

Income derived from managed funds in the form of interest and dividends, is generally used to offset general 

rates with any surplus income used to provide a return on reserves. Surplus income can be re-invested in 

the managed fund(s). 

Annually, Council evaluates whether to realise any capital gains that have been accumulated by the managed 

funds over the period. Overall the objective is to hold the managed funds for the medium to long term. 

Risk Management 

Council has a preference to invest indirectly in externally managed funds that are managed by a suitably 
qualified fund manager(s) and be managed within the below criteria.  

Council’s risk profile is considered moderate for financial investment purposes and therefore seeks to invest 
in a ‘balanced’ managed fund where there is a mix of capital growth and income asset types. Council will 
buy units in an established externally managed fund but could appoint its own investment manager. 
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The strategic asset allocation and tactical ranges are provided in the following table: 

 

Allocation Benchmark % Ranges % 

Total growth assets 50% 40-60% 

Total income assets 50% 40-60% 

 

Growth assets include approved asset types; listed domestic and international equities and listed property 
shares.  Income assets include asset types such as; cash, term deposits, domestic and international floating 
and fixed rate debt securities. Any other asset types must be approved by Council before any investment is 
made. 

Investments may be hedged back to NZD. 

The counterparty risk policy set out in section 4 does not apply to externally managed funds. The investment 
guidelines are set out in Appendix 1. 

At least quarterly reporting is provided on the performance of the managed fund(s).  Annually the fund 
performance is benchmarked to other similar funds. 

Local Government Funding Agency Limited (LGFA) 

Despite anything earlier in this Investment Policy, Council may invest in shares and other financial 

instruments of the New Zealand LGFA and may borrow to fund that investment.  The Council’s objective 

in making any such investment will be to: 

• obtain a return on the investment; and 

• ensure that the LGFA has sufficient capital to remain viable, meaning that it continues as a source 

of debt funding for the Council. 

Because of this dual objective, Council may invest in LGFA shares in circumstances in which the return 

on that investment is potentially lower than the return it could achieve with alternative investments. 

If required in connection with the investment, Council may also subscribe for uncalled capital in the 

LGFA. 

4.0 Liability Management 

Introduction 

This Liability Management Policy has been prepared pursuant to the  

Local Government Act 2002; section 102(1) which requires the Council to adopt a Liability Management 

Policy and section 104 which outlines the contents of the policy.   

Generally, Council borrows to provide funding for the following activities: 

• fund Council capital expenditure requirements. 

• manage timing differences between cash inflows and outflows. 

• cover special ‘one-off’ projects. 

• fund assets with intergenerational qualities. 

manage timing differences in the rebalancing of its internal loan portfolio into externally managed 

funds. 
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Total debt levels are determined through Council’s Long-Term Plan (LTP) and Annual Plans. Council 

approves this borrowing requirement for each financial year in the Annual Plan or LTP or by resolution 

during the year. 

Objectives 

• ensure Council has appropriate working capital funds available to carry out its plans as outlined in its 

LTP and Annual Plan. 

• ensure that Council has an on-going ability to meet its debts in an orderly manner as and when they 

fall due in both the short and long term, through appropriate liquidity and funding risk management. 

• arrange appropriate funding facilities for Council, ensuring they are at market related margins 

utilising bank debt facilities and/or capital markets as appropriate.   

• maintain lender and LGFA relationships and Council general borrowing profile in the local debt 

and, if applicable, capital markets, so that Council is able to fund its activities appropriately at all 

times.   

• control Council’s cost of borrowing through the effective management of its interest rate risks, 

within the interest rate risk management limits established by this policy. 

• ensure compliance with any financing/borrowing covenants and ratios. 

• maintain adequate internal controls to mitigate operational risks. 

• produce accurate and timely reports that can be relied on by senior management and Council for 

control and exposure monitoring purposes in relation to the debt raising activities of Council. 

Council will manage its borrowing activities prudently to ensure the best interests of the District are 

maintained.  To undertake this, the following will be considered in conjunction with every transaction 

undertaken: 

• cost minimisation 

• cost stabilisation/risk management 

Specific Borrowing Limits 

Total debt levels are maintained at a prudent level and will be managed within the following limits: 

ITEM BORROWING LIMIT 

NET DEBT AS A PERCENTAGE OF TOTAL 
REVENUE 

<175% 

NET INTEREST AS A PERCENTAGE OF 
TOTAL REVENUE 

<10% 

NET INTEREST AS A PERCENTAGE OF 
RATES REVENUE  

<7% 

LIQUIDITY (EXTERNAL, BORROWING 
+AVAILABLE COMMITTED LOAN 
FACILITIES + AVAILABLE LIQUID 
INVESTMENTS AS A PERCENTAGE OF 
EXISTING EXTERNAL DEBT) 

>110% 
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 total Revenue is defined as cash earnings from rates, government grants and subsidies, user charges, 
interest, dividends, financial and other revenue and excludes non-government capital contributions (e.g. 
developer contributions and vested assets). 

 net debt is defined as total debt less treasury investments. External debt that is specifically borrowed for 
on-lending to a CCO/CCTO is netted with the corresponding loan asset for the LGFA covenant 
calculation. 

 liquid investments are unencumbered assets defined as being: 

o Overnight Bank cash deposits 

o Wholesale/retail bank term deposits no greater than 31 days. 

o Bank issued registered certificates of deposit less than 181 days 

 external debt funding and associated investment activity relating to pre-funding is excluded from the 
liquidity ratio calculation 

 net Interest is defined as the amount equal to all interest and financing costs less interest income for the 
relevant period. 

 annual Rates Revenue is defined as the amount equal to the total revenue from any funding mechanism 
authorised by the Local Government (Rating) Act 2002 together with any revenue received from other 
local authorities for services provided (and for which the other local authorities rate). 

 financial covenants are measured on Council only. 

 disaster recovery requirements are to be met through the liquidity ratio. 

Debt Repayment 

Total debt levels are indicated through Council’s LTP or Annual Plans.  Council’s Annual Report will 

contain information to allow actual debt levels to be compared with those forecasted. 

Loans raised for specific projects will generally be repaid through user charges or rates.  Loans raised for 

local purposes will generally be repaid by the ratepayers in the relevant local area.  Surplus Council funds 

and proceeds from the sale of investments and assets will be reviewed periodically by Council with a view 

to repaying debt, or for funding capital projects. 

The Council may repay debt before maturity in special cases where the circumstances suggest that this 

would be in the best interests of the District. 

Debt will be repaid as it falls due in accordance with the applicable borrowing arrangement.  Subject to the 
appropriate approval and debt limits, a loan may be rolled over or re-negotiated as and when appropriate. 

Guarantees/contingent liabilities and other financial arrangements 

Council may act as guarantor to CCOs, financial institutions on loans when the purposes of the loan are in 

line with Council’s strategic objectives. 

For any outstanding guarantees, Council will ensure that sufficient financial capacity exists relative to 

LGFA lending covenants. Unless approved by Council, guarantees or financial arrangements given will not 

exceed NZ$1 million in aggregate. 

Council is not permitted to provide any guarantee of indebtedness in favour of any loans to CCTOs under 

Section 62 of the Local Government Act.  

For any guarantee for indebtedness provided by Council to a CCO that borrows directly from the LGFA 

or bank lender, Council will approve the specific borrowing and guarantee arrangement. 
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Borrowing mechanisms for council-controlled organisations and council-controlled trading 
organisations 

To better achieve its strategic and commercial objectives, Council may provide financial support in the 

form of debt funding directly or indirectly to CCO/CCTOs.  

Guarantees of financial indebtedness to CCTOs are prohibited, but financial support may be provided by 

subscribing for shares as called or uncalled capital. 

Any lending arrangement to a CCO/CCTO must be approved by Council. In recommending an 

arrangement for approval the Chief Financial Officer considers the following:  

 credit risk profile of the borrowing entity, and the ability to repay interest and principal amount 
outstanding on due date. 

 impact on Council’s credit standing, debt cap amount (where applied), borrowing limits with the 
LGFA and other lenders and Council’s future borrowing capacity. 

 the form and quality of security arrangements provided. 

 the lending rate given factors such as; CCO/CCTO credit profile, external Council borrowing rates, 
borrower note and liquidity buffer requirements, term etc. 

 lending arrangements must be documented on a commercial arm's length basis. A term sheet, 
including matters such as borrowing costs, interest payment dates, principal payment dates, security 
and expiry date is agreed between the parties. 

 accounting and taxation impact on-lending arrangement. 

All lending arrangements must be executed under legal documentation (e.g. loan, guarantee) reviewed and 

approved by Council’s independent legal counsel. 

LGFA 

Despite anything earlier in this Liability Management Policy, Council may borrow from LGFA and, in 

connection with that borrowing, may enter into the following related transactions to the extent it considers 

necessary or desirable: 

• contribute a portion of its borrowing back to the LGFA as an equity contribution to the LGFA. 

• provide guarantees of the indebtedness of other local authorities to the LGFA and of the 

indebtedness of the LGFA itself. 

• commit to contributing additional equity (or subordinated debt) to the LGFA if required. 

• subscribe for shares and uncalled capital in the LGFA. 

• secure its borrowing from the LGFA and the performance of other obligations to the LGFA or its 

creditors with a charge over the Council’s rates and rates revenue. 

Internal Loans 

All Council investments may be used as a source for internal loans in relation to expenditure of a capital 

(or one off) nature related to any activity that would otherwise be funded by external loan. 

The term of any internal loan shall not be more than 30 years and will be set after taking into account the 

ability of ratepayers affected to pay, alternative uses of the funds and the life of the assets to be funded.  

The term set will be subject to review during the course of the loan. 
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The interest rate to be applied to internal loans for any given year will be developed as part of Council’s 

Long-Term Plan or Annual Plan.  To remove any doubt, the interest rate calculated will be the interest rate 

used for that year for budgeting and end of year actual results.  

The method of calculation and the resulting interest rate will be resolved by Council as part of this annual 

process.  In developing the method of calculation, Council will consider its investment policy objective, 

which is to obtain the net opportunity cost of not having the funds invested externally.  Council will also 

consider its present and future financial position as well as market conditions.   

After taking into account fairness and equity, Council can resolve to apply a lesser interest rate than the 

interest rate calculated where it agrees the circumstances are such that it is warranted.  

Security 

It is Council’s general policy to offer security for its borrowing and risk management activities by way of 

negative pledge or a charge over its rates offered through a Debenture Trust Deed. Under a Debenture 

Trust Deed, Council’s borrowing is secured by a floating charge over all Council rates levied under the 

Local Government Rating Act. The security offered by Council ranks equally or pari passu with other 

lenders. 

In the normal course, the Council’s policy is not to offer a guarantee or security over any of the other 

assets of the Council.  However, the Council may decide to offer security over the asset: 

• where borrowing is by way of finance lease, or some other form of trade credit under which it is 

normal practice to provide security over the asset concerned, or 

• where the Council considers doing so would help further its community goals and objectives. 

Any lending to a CCO or CCTO will be on a secured basis and be approved by Council. 

Interest Rate Exposure 

Interest rate risk management refers to managing the impact that movements in interest rates can have on 

Council’s cash flows.  This can have both a positive and/or negative impact.  A 1% change in interest rate 

will have a 0.4% impact on rates (on rates of $50 million). 

The primary objective of interest rate risk management is to reduce uncertainty relating to interest rate 

movements through fixing/hedging of wholesale interest costs.  Certainty around interest costs is to be 

achieved through the proactive management of underlying interest rate exposures. 
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When actual debt amounts are at $20 million or above it is mandatory that the interest rate exposures of 

Council are managed according to the limits detailed in the following table. Council’s gross external core 

debt forecasts (less any pre-funded debt amounts) must be within the following fixed/floating interest rate 

risk control limits: 

FIXED RATE HEDGING PERCENTAGES 

Term Minimum 

Fixed Rate Amount 

Maximum 

Fixed Rate Amount 

Current 40% 90% 

Year 1 40% 90% 

Year 2 35% 85% 

Year 3 30% 80% 

Year 4 25% 75% 

Year 5 20% 70% 

Year 6 0% 65% 

Year 7 0% 60% 

Year 8 0% 50% 

Year 9 0% 50% 

Year 10 0% 50% 

Year 11 0% 25% 

Year 12 0% 25% 

Year 13 0% 25% 

Year 14 0% 25% 

Year 15 0% 25% 

“Fixed rate” is defined as all known interest rate obligations on forecast external core debt, including 

where hedging instruments have converted floating rate obligations into firm commitments. 

“Floating rate” is defined as any interest rate obligation subject to movements in the applicable reset rate. 

Gross forecast external core debt is the amount of total external debt for a given period. This allows for 

pre-hedging in advance of projected physical drawdowns of new debt. When approved forecasts are 

changed, the amount of fixed rate cover in place may have to be adjusted to ensure compliance with the 

Policy minimums and maximums. Pre-funded debt amounts are excluded from the gross debt forecast. 

Core debt is defined as debt that is expected to remain for a period of greater than one year. 

A fixed rate maturity profile that is outside the above limits, but self corrects within 90-days is not in 

breach of this Policy.  However, maintaining a maturity profile that is outside the above limits beyond 90-

days requires specific approval by Council. 

Any fixed rate hedge with a maturity beyond 15 years must be approved by Council. The exception to this 

will be if Council raises LGFA funding as fixed rate or as a swapped floating rate and this maturity is 

beyond 15 years. 

Hedging outside the above risk parameters must be approved by Council. 
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Approved interest rate instruments are as follows:  

 

CATEGORY INSTRUMENT 

INTEREST RATE RISK MANAGEMENT 

Forward rate agreements (“FRAs”) on: 

 Bank bills 

Interest rate swaps/collars including: 

 Swap extensions, deferrals and shortenings 

Interest rate options on: 

 Bank bills (purchased caps and one for one 
collars) 

 Interest rate swaptions (purchased swaptions 
and one for one collars only) 

 

 One for one collar option structures are allowable, whereby the sold option is matched precisely by 
amount and maturity to the simultaneously purchased option. During the term of the option, only 
the sold side of the collar can be closed out (i.e. repurchased) otherwise, both sides must be closed 
simultaneously. The sold option leg of the collar structure must not have a strike rate ‘in-the-
money’; 

   Selling interest rate options for the primary purpose of generating premium income is not 
permitted because of its speculative nature. 

 Purchased borrower swaptions must mature within 12 months; 

 Interest rate options with a maturity date beyond 12 months that have a strike rate (exercise rate) 
higher than 2.00% above the appropriate swap rate, cannot be counted as part of the fixed rate 
cover percentage calculation; 

 Forward start period on swaps and collars to be no more than 36 months from deal date except 
where  the forward start swap/collar starts on the expiry date of an existing swap/collar and has a 
notional amount which is no more than that of the existing swap/collar; 

Any other interest rate instrument must be specifically approved by Council on a case-by-case basis and 

only be applied to the one singular transaction being approved. Credit exposure on these financial 

instruments is restricted by specified counterparty credit limits. 

Prudent selection of interest rate instruments and mix will help the Council achieve its low debt servicing 

costs and risk minimisation objectives.   

Liquidity and Funding Risk Management 

Liquidity management refers to the timely availability of funds to Council when needed, without incurring 

penalty costs.  This takes into account the ability to refinance or raise new debt at a future time at the same 

or more favourable pricing and terms of existing facilities. 

Council’s ability to readily attract cost effective borrowing is largely driven by its ability to rate, maintain a 

strong credit rating and manage its relationships with the LGFA and financial institutions.  To this end it is 

the Council’s intention to seek and maintain a strong balance sheet position. 
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Council may use a mixture of short-term facilities (which generally have lower credit margins) as well as 

longer term facilities to achieve an effective borrowing mix, balancing the requirements of liquidity and 

cost.   

Council’s objective for funding risk management is to minimise the risk of large concentrations of debt 

being reissued or raised at a time of adverse movements in borrowing margins beyond the Council’s 

control. 

The Council’s policy for liquidity and funding risk management is: 

• Ensure that Council’s committed debt facilities and term loans mature over a wide time period; 

• External debt plus available committed debt facilities, plus liquid assets must be maintained at an 

amount of at least 110% over existing external debt 

• Through the LGFA and bank lenders, diversify borrowing over a range of wholesale investors and 

lenders. 

Ensuring that bank borrowings are only sought from approved strongly rated New Zealand registered 

banks. 

• Matching expenditure closely to its revenue streams and managing cash flow timing differences 

• Maintaining its treasury investments in cash/cash equivalent liquid investments 

• Council has the ability to pre-fund up to 18 months of the forecast debt requirements including re-

financings.  

When actual debt amounts are at $20 million or above it is mandatory that the following limits apply for 
managing funding risk. The maturity profile of the total committed funding in respect to all external debt 
and committed debt facilities is to be controlled by the following system: 

Period Minimum % Maximum % 

1 to 3 years 15 60 

3 to 7 years 25 85 

7 years plus 0 60 

 

A funding maturity profile that is outside the above limits, but self corrects within 90-days is not in breach 

of this Policy. However, maintaining a maturity profile outside of policy limits beyond 90-days requires 

specific approval by Council. 

To minimise concentration risk the LGFA requires that no more than the greater of NZD 100 million or 

33% of a Council’s borrowings from the LGFA will mature in any 12-month period. 

Approved debt and liquidity instruments include; 

CATEGORY INSTRUMENT 

CASH MANAGEMENT, 
LIQUIDITY AND BORROWING 

Bank overdraft 

Committed cash advance and bank accepted bill 
facilities (short term and long-term loan facilities) 

Floating Rate Note (FRN) 

Fixed Rate Note (MTN) 

Commercial paper (CP)/Promissory notes 
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Credit Risk Management 

Counterparty credit risk is the risk of losses, realised or unrealised, arising from a counterparty defaulting 
on a financial instrument where the Council is a party. Treasury investments, interest rate and foreign 
currency instruments are captured within the policy. The credit risk to the Council in a default event will 
be weighted differently depending on the type of instrument entered into. 

Amounts should be spread amongst a number of counterparties to avoid concentrations of credit 
exposure. 

Credit risk is minimised by placing maximum prescribed limits for each broad class of non-Government 
issuer and by limiting investments and risk management instruments to registered banks that have a credit 
rating from a recognised international credit rating agency.  The limit system is as follows; 

 

COUNTERPARTY/ISSUER MINIMUM S&P LONG 

TERM/SHORT TERM CREDIT 
RATING 

TOTAL MAXIMUM COMBINED 

LIMIT PER COUNTERPARTY 

($MILLION) * 

NZ GOVERNMENT AA+/A-1+ Unlimited 

NZ LOCAL GOVERNMENT 
FUNDING AGENCY 

AA/A-1 Unlimited 

NZ REGISTERED BANK 
(PER BANK) 

AA /AA-/A-1 10.0 

NZ REGISTERED BANK 
(PER BANK) 

A+/A/A-1 5.0 

* THIS COMBINED TOTAL MAXIMUM LIMIT INCLUDES EXPOSURE TO THE 
COUNTERPARTIES INCLUDING TREASURY INVESTMENTS AND RISK 
MANAGEMENT INSTRUMENTS AND EXCLUDES EXTERNALLY 
MANAGED FUND(S). 

 

In determining the usage of the above gross limits, the following weightings will be used: 

 Treasury investments (e.g. bank term deposits) – Transaction principal amount. 

 Interest rate risk management (e.g. swaps, FRAs) – Transaction Notional x Maturity (years) x 3% 

 Foreign Exchange Risk (e.g. Forward Exchange Contract) – Transaction Face Value amount x 
((square root of the maturity (years)) x 15%). 

Each transaction should be entered into a treasury spreadsheet and a quarterly report prepared to show 

assessed counterparty actual exposure versus limits.  Credit ratings are reviewed on an ongoing basis and 

in the event of material credit downgrades should be immediately reported to the Chief Financial Officer 

and assessed against exposure limits.  If any counterparty’s credit rating falls below the minimum specified 

in the above table, then all practical steps are taken to eliminate the credit exposure to that counterparty as 

soon as practicable. 

Counterparties exceeding limits should be reported to Council. 
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Foreign currency 

Council has foreign exchange exposure through the occasional foreign exchange transactions that Council 

may undertake such as plant and equipment. 

Significant commitments for foreign exchange can be hedged using foreign exchange contracts, once 

expenditure is approved.  Forward exchange contracts can be used by the Council.  The majority of these 

transactions would be small and would carry no significant foreign exchange risk. 

Council does not borrow or enter into incidental arrangements within or outside New Zealand in currency 

other than New Zealand currency. 

5.0 Procedures for Management and Reporting 

Cash Management 

The finance function is responsible for managing the Council’s cash surpluses and/or deficits. 

The Council maintains rolling daily, monthly and annual cash flow projections which form the basis of its 

cash management activity.  The Council maintains one main bank account for its operating cash flows as 

well as other bank accounts for specialist activities such as investment and borrowing requirements.  

Individual business units within the Council do not maintain separate bank accounts.   

The Council manages its working capital balances by matching expenditure closely to its revenue streams 

and managing cash flow timing differences to its favour.  Daily bank balances are extracted by the Finance 

Officer. 

Generally, cash flow surpluses from timing differences are available for periods less than 90 days. 

Cash management activities must be undertaken within the following parameters: 

• an optimal daily range of $10,000 is targeted for in the Council's main bank account, with 

investments adjusted to balance the current account if required. 

• cash flow surpluses are placed in call deposits, term deposits, registered certificates of deposits and 

promissory notes. 

• amounts invested must be in approved instruments and within approved credit limits . 

• the Council has a committed bank facility with a limit of $5,000,000 for working capital purposes 

which is used on an operational basis. 

• the use of interest rate risk management on cash management balances is not permitted. 

Internal Controls 

The Council's systems of internal controls over cash management and treasury activity includes adequate 

segregation of duties among the core treasury functions of deal execution, confirmation, settling and 

accounting/reporting.   

Key internal cash management controls are as follows: 

• cheque/electronic banking signatories - dual signatures are required for all cheques and electronic 

transfers. 

• authorised personnel - all counterparties are provided with a list of personnel approved to undertake 

transactions, standard settlement instructions and details of personnel able to receive confirmations. 
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• reconciliations - general bank reconciliation is performed daily and monthly by the Debtors Officer 

(or equivalent) and reviewed by a senior finance staff member. 

There are a small number of people involved in treasury activity.  Accordingly strict segregation of duties 

is not always achievable.  The risk from this is minimised by the following processes: 

• a documented discretionary approval process for treasury activity. 

• regular management reporting. 

• operational risk control reviews will be undertaken periodically. 

• appropriate organisational, systems, procedural and reconciliation controls exist to ensure: 

(a) all treasury activity is bona fide and properly authorised; 

(b) checks are in place to ensure the Council's accounts and records are updated promptly, 

accurately and completely. 

 

The details of any exceptions, including remedial action taken or intended to be taken. 

Legal risk 

Legal risks relate to the unenforceability of a transaction due to an organisation not having the legal 

capacity or power to enter into the transaction usually because of prohibitions contained in legislation.  

While legal risks are more relevant for banks, Council may be exposed to such risks. 

Council will seek to minimise this risk by adopting policy regarding: 

 The use of standing dealing and settlement instructions (including bank accounts, authorised 

persons, standard deal confirmations, contacts for disputed transactions) to be sent to 

counterparties. 

 The matching of third-party confirmations and the immediate follow-up of anomalies. 

 The use of expert advice. 

Financial instruments can only be entered into with banks that have in place an executed International 

Swaps and Derivatives Association (ISDA) Master Agreement with Council.   

Council’s internal/appointed legal counsel must sign off on all documentation. 

Council must not enter into any transactions where it would cause a breach of financial covenants under 

existing contractual arrangements. 

Council must comply with all obligations and reporting requirements under existing funding facilities and 

legislative requirements.  
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Reports 

The following reports are produced to monitor treasury activity: 

REPORT NAME FREQUENCY PREPARED 
BY 

RECIPIENT 

DAILY CASH POSITION 
Daily 

Finance Officer 
or equivalent 

Senior Finance 
staff member 

TREASURY 
SPREADSHEET 

As required 
Finance Officer 
or equivalent 

Senior Finance 
staff member 

TREASURY 
EXCEPTIONS REPORT As required 

Finance Officer 
or equivalent 

Senior Finance 
staff 
member/CFO 

TREASURY REPORT 

 

POLICY LIMIT 
COMPLIANCE 

BORROWING LIMITS 

FUNDING AND 
INTEREST RISK 
POSITION 

TOTAL DEBT FUNDING 
FACILITY UTILISATION 

NEW TREASURY 
TRANSACTIONS 

COST OF FUNDS VS 
BUDGET 

CASH FLOW FORECAST 
REPORT 

LIQUIDITY RISK 
POSITION 

COUNTERPARTY 
CREDIT 

DEBT MATURITY 
PROFILE 

RENEWAL 
INVESTMENT 

OPERATING 
INVESTMENT 

EXCEPTIONS 

Monthly  

 

Finance Officer 
or equivalent 

CFO 

 

TREASURY REPORT 

 

INCLUDE MONTHLY 
REPORT ALONG WITH; 

Quarterly  

 

Finance Officer 
or equivalent 

CFO and 
Finance and 
Audit 
Committee 
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EXTERNAL MANAGED 
FUNDS REPORT 

A STATEMENT OF 
POLICY COMPLIANCE. 

TREASURY AND 
MARKETS 
COMMENTARY 

TREASURY 
PERFORMANCE 

CCO/CCTO LOANS AND 
GUARANTEES, 
FINANCIAL 
ARRANGEMENTS  

REVALUATION OF 
FINANCIAL 
INSTRUMENTS 

TRUSTEE REPORT   
As required by 
the Trustee  

Finance Officer 
or equivalent 

 

CFO/Trustee 
company 

LGFA REPORT   Annual  
Finance Officer 
or equivalent 

CFO/LGFA 

Benchmarking 

In order to determine the success of Council’s treasury management function, the following benchmarks 

and performance measures have been prescribed. 

Those performance measures that provide a direct measure of the performance of treasury staff 

(operational performance and management of debt and interest rate risk) are to be reported to Council or 

an appropriate sub-committee of Council on a quarterly and YTD basis 

 All treasury limits must be complied with including (but not limited to) counterparty credit limits, 

dealing limits and control limits.  

 All treasury deadlines are to be met, including reporting deadlines. 

 The actual borrowing cost for Council (taking into consideration costs of entering into interest rate 

risk management transactions) should be below the budgeted borrowing costs. 

 The actual investment return for Council on the external managed funds are above the budget 

investment return amounts.  

 Annually the actual total return on the externally managed funds is compared to average annual 

total return of peer ‘balanced’ managed funds. 

Compliance with the benchmarking standard is not required if Council’s nominal debt levels are less than 

$10M.   
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Delegations 

Pursuant to Clause 32 (2), Schedule 7, of the Local Government Act 2002, the Council may make 

delegations to officers of the Council to allow for the efficient conduct of Council business.  Clause 32 (3), 

Schedule 7 of this Act allows officers to delegate those powers to other officers. 

Notwithstanding Clause 32 (1) (c), Schedule 7 the power to borrow money, or purchase or dispose of 

assets, other than in accordance with the Long Term Plan remains the sole responsibility of the Council. 

This responsibility cannot be delegated. 

The Liability Management and Investment Policy related delegations are below. 

DELEGATIONS 

Activity Delegated to Limits 

Approve and amend policy 

document 

Council Unlimited 

Approve external borrowing as 
set out in the Annual Plan or 
Long Term Plan 

Chief Executive or Chief Financial Officer As Per Annual 
Plan or Long 
Term Plan 

Approve LGFA membership Council Unlimited 
subject to 
legislative 
limitations 

Approve LGFA membership 
for CCO/CCTO 

Council Unlimited 
subject to 
legislative 
limitations 

Approve giving of Council 
guarantee or uncalled capital 

Council Unlimited 
subject to 
legislative 
limitations 

Approve selection of external 
managed Funds) and amount 
placed with Fund(s)  

Council Unlimited 

Approve amount placed with 
approved managed fund  

Chief Executive or Chief Financial Officer As per Annual 
Plan or Long 
Term Plan 

Acquisition and disposition of 
investments other than 
treasury investments 

Council Unlimited 

Approval for charging assets as 
security over borrowing and 
risk management activity 

Council Unlimited 

Negotiation and ongoing 
management of lending 
arrangements with 
CCO/CCTO 

Chief Executive, Chief Financial Officer  
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DELEGATIONS 

Approving new and re-
financed debt amounts.  

Chief Executive, Chief Financial Officer  Unlimited 

Open/close bank accounts Chief Financial Officer with advice given to Chief 

Executive 

Unlimited 

Approve signatories to 

Council’s Bank Accounts 

Chief Executive and Chief Financial Officer Unlimited 

Approve electronic banking 

amendment 

Chief Financial Officer   

Liquidity, debt and investment 

management 

Chief Executive, Chief Financial Officer  Subject to policy 

Interest rate and foreign 

currency management 

Chief Executive and Chief Financial Officer Subject to policy 

Cash management Chief Executive, Chief Financial Officer, Finance 

Manager 

Subject to policy 

Approving transactions 

outside policy 

Council Unlimited 

Approving allowable risk 

management instruments 

Council Unlimited 

subject to 

legislative 

limitations 

Maximum daily transaction 

amount (approved investment, 

debt, cash management, 

interest rate risk and foreign 

currency management) 

Council 

Chief Executive 

Chief Financial Officer 

Unlimited 

$10m 

$5m 

Approve debt, investment and 
interest rate strategies 

Finance & Assurance Committee  

Ensuring compliance with 

policy 

Chief Financial Officer N/A 

Triennial review of the Policy Chief Financial Officer N/A 
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Appendix 1 – External Managed Funds - Investment Guidelines  

The guidelines and constraints required by Council to be observed by the managed funds or Investment 
Manager, as applicable are set out below. For the purposes of these constraints, “Funds” shall relate to the 
portion of the investment assets under the management of the Investment Managers. 

Where the Funds are invested into an external managed fund(s) or collective investment vehicle (“units”) 
or product Council recognises that the strict application of these guidelines and constraints may not be 
possible. The Manager(s) of the externally managed funds will inform Council of its pooled or collective 
investment guidelines.  Council expect the Manager(s) to inform them of any investment or management 
practice that materially falls outside the guidelines and constraints so that Council can continually reassess 
the overall suitability of such an investment approach.  

Cash and Term deposits 

Council may invest cash in bank, call, term deposits or registered certificates of deposit. Where it does so it 
may invest in the following: 

Bank, call, term deposits and registered certificates of deposit with New Zealand Registered Banks with a 
Standard and Poor’s or equivalent credit agency, short term credit rating of ‘A-1’ or stronger. Bank term 
deposits have a maturity date of no greater than 3-years. 

To be classified as a cash investment, deposits must have a maturity date of 31 days or less. Both bank 
term deposits and registered bank bills must have a maturity date of no more than 12 months.  

New Zealand and International Fixed Interest 

Investment in an unsecured, senior or secured debt security and should have a minimum long-term credit 
rating of no less than BBB or short term credit rating of A-2, as measured by Standard & Poor’s, or 
equivalent credit agency.  

Commercial Paper issued by a corporate borrower, with a Standard and Poor’s or equivalent credit agency, 
short term credit rating of ‘A-2’ or stronger.  The maturity date can be no more than 12 months.  

No investments in direct mortgages, subordinated debt, structured debt, high yield/junk bonds and 
leveraged loans should be made. 

Equities  

Investments must be confined to publicly listed widely held securities trading in recognised markets. 

New Zealand and International Property Investments 

Investment in property entities that are listed on the New Zealand or internationally recognised Stock 
Exchange. 
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Exclusion of the Public: Local Government Official Information 
and Meetings Act 1987 
 

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 

Milford Opportunities contract 
update - 3 

s7(2)(b)(i) - The withholding of the 
information is necessary to protect 
information where the making 
available of the information would 
disclose a trade secret. 

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. 

Health and Safety Events s7(2)(a) - The withholding of the 
information is necessary to protect 
the privacy of natural persons, 
including that of a deceased person. 

s7(2)(d) - The withholding of the 
information is necessary to avoid 
prejudice to measures protecting the 
health and safety of members of the 
public. 

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. 

Cyber Security Health Check 
Additional Information 

s7(2)(e) - The withholding of the 
information is necessary to avoid 
prejudice to measures that prevent or 
mitigate material loss to members of 
the public. 

s7(2)(j) - The withholding of the 
information is necessary to prevent 
the disclosure or use of official 
information for improper gain or 
improper advantage. 

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. 

 

Recommendation 
 
That  the public be excluded from the following part(s) of the proceedings of this meeting. 

C8.1 Milford Opportunities contract update - 3 

C8.2 Health and Safety Events 

C8.3 Cyber Security Health Check Additional Information 

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: 
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