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Terms of Reference for the Finance and Audit Committee 
 
1. SCOPE OF ACTIVITIES 

 
The Finance and Audit 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 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 Audit 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. 

 
 
2. MEMBERSHIP 
 

The Finance and Audit Committee will comprise of five members.   
 
Membership will be the Mayor, three Councillors and one external appointee. 
 
External appointees have full speaking and voting rights on the Finance and Audit 
Committee.   
 
 
Chairperson 
 
The Chairperson is responsible for:  

1. The efficient functioning of the Committee; 

2. Setting the agenda for Committee meetings in conjunction with the  
Chief Financial Officer; and 

3. Ensuring that all members of the Committee receive sufficient timely 
information to enable them to be effective Committee members. 

The Chairperson will be the link between the Committee and Council staff.   
 
 
 
 
 



 

 

  

 

3. MEETING SCHEDULE  
 
Quarterly or as required.  Meetings outside of the regular meeting schedule shall be 
called by the Chairperson.   
 
 

4. QUORUM 
 
The quorum at any meeting of the Finance and Audit Committee shall be 
three members (at least one external member must be present for a quorum to exist) 
which must comprise two Councillors plus one external appointee. 

 
 
5. DELEGATIONS 
 
5.1 Power to Act 

 
The Finance and Audit Committee shall have the following delegated powers and be 
accountable to Council for the exercising of these powers.1   
 
In exercising the delegated powers, the Finance and Audit 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; and  

 the approved budgets for the activity. 
 
The Finance and Audit 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. 
 

  

                                                
1 Local Government Act 2002, Schedule 7, Clause 32 



 

 

  

 

 Internal Reporting 
 

(a) To consider the processes for ensuring the completeness and quality of 
financial and operational information being provided to the 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 the 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 the 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 the 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 recommendation to the 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 the 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 the 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 the 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 $2million or the value over the term of the contract 
exceeds $2million. 

 
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) Recommending to Council treasury policies. 

 
 
6. Power to Recommend 
 
6.1 The Finance and Audit 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. 

 
6.2 The Finance and Audit Committee is responsible for considering and making 

recommendations to the Services and Assets Committee on business cases 
completed under section 5.1 (above). 

 
 
7. RELATIONSHIPS WITH OTHER PARTIES 

 
The Chief Executive is responsible for servicing and providing support to the 
Committee in the completion of its duties and responsibilities.  The Chief Executive 
generally appoints the Chief Financial Officer to provide these functions on his/her 
behalf. 
 
Professional advisors to the Committee shall be invited to attend all meetings of the 
Committee: 

 External auditor; 

 Internal auditor/risk advisor (if appointed); and 

 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 Officer 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 the 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. 

 
7.1 Public Access and Reporting 

Notification of meetings to the public and public access to meetings and information 
shall comply with Standing Orders, but it should be noted that: 

 At any meeting of the Committee at which no resolutions or decisions are 
made, the provisions of Standing Orders relating to public access do not 
apply. 

 Workshop meetings solely for information and discussions and at which no 
resolutions or decisions are made may be held in accordance with Standing 
Orders. 

 Extraordinary meetings of the Committee may be held in accordance with 
Standing Orders. 

 The public may be excluded from the whole or part of the proceedings of the 
meeting and information withheld on one or more of the grounds specified in 
the Local Government Official Information and Meetings Act 1987 s.48. 

The Committee shall record minutes of all its proceedings and present the minutes to 
the next available Council meeting following the Committee meeting. 
 

7.2 Contacts with Media and Outside Agencies 
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 the Southland District Council. 
 
 

  



 

 

  

 

8. CONDUCT OF AFFAIRS 

The Committee shall conduct its affairs in accordance with the Local Government Act 
2002, the Local Government Official Information and Meetings Act 1987, the 
Local Authorities (Members’ Interests) Act 1968, Council’s Standing Orders and Code 
of Conduct. 
 
In fulfilling their role on the Finance and Audit Committee, members shall be impartial 
and independent at all times. 
 
 

9. REMUNERATION 

Elected members will be reimbursed in accordance with the current  
Local Government Elected Members’ Determination. 
 
External members and advisors to the Committee will be reimbursed in accordance 
with their standard business rates, including disbursements. 
 
 

10. FUNDING AND BUDGETS 

Funding for the Committee will align with Council’s Revenue and Financing Policy. 
 
The Committee shall only expend funding on purposes for which that funding was 
originally raised and in accordance with the budgets approved by Council through its 
Long Term Plan and Annual Plan.   
 
Remuneration and expenses will be funded from the Leadership activity budget. 

 
11. REPORTING  

 
Minutes of all meetings of the Finance and Audit Committee will be provided to the 
Council.   
 

12. REVIEW OF THE COMMITTEE 
 

The Committee shall undertake an annual self-review of its objectives and 
responsibilities. 
 
Such objectives and responsibilities shall also be reviewed by the Council, the Chief 
Executive Officer and te Chief Financial Officer and any other person the Council 
considers appropriate. 
 



Finance and Audit Committee 

15 March 2017 
 

 

 

 Page 9 
  

TABLE OF CONTENTS 

ITEM  PAGE 

PROCEDURAL 

1 Apologies 11  

2 Leave of absence 11  

3 Conflict of Interest 11  

4 Public Forum 11  

5 Extraordinary/Urgent Items 11  

6 Confirmation of Minutes 11  

REPORTS 

7.1 Health and Safety 13 

7.2 Financial Report for the month ended 31 January 2017 17 

7.3 Draft Investment and Liability Management Policy  57 

7.4 Draft Remission and Postponement of Rates Policy 101 

PUBLIC EXCLUDED 

Procedural motion to exclude the public 121  

C8.1 Draft Early Payment of Rates Policy 

C8.2 Risk Register - Quarterly Update March 2107 

 





Finance and Audit Committee 

15 March 2017 
 

 

 

 Page 11 
  

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 5pm at least two days 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:  

“Where an item is not on the agenda for a meeting,- 

(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 discussion.” 

 
6 Confirmation of Minutes – There are no minutes to confirm as this is the first 

meeting of the Committee. 

http://www.southlanddc.govt.nz/
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Health and Safety 
Record No: R/17/2/2841 
Author: Janet Ellis, People and Capability Manager  
Approved by: Steve Ruru, Chief Executive  
 

☐  Decision ☐  Recommendation ☒  Information 
 

    

 

Purpose 

1 To provide an update on Health and Safety activity within the Southland District Council. 

 

Recommendation 

That the Finance and Audit Committee: 

a) Receives the report titled “Health and Safety” dated 2 March 2017. 

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. 

e) Notes the draft findings of the Health and Safety Gap Analysis conducted by 
Simpson Grierson in February 2017 and agrees to the draft recommendations. 

 

Content 

Finance and Audit Committee Responsibilities and Delegated Authority 

1 The Finance and Audit Committee has responsibility for: 

 Reviewing, monitoring and making recommendations to Council on Southland District 
Council’s health and safety risk management framework and policies to ensure Council 
has clearly set out its commitments to manage health and safety matters effectively. 

 Reviewing and making recommendations to Council for achieving health and Safety 
objectives. 

 Reviewing and recommending for Council approval targets for health and safety 
performance and assessing performance against those targets.  

 Monitoring Council compliance with health and safety policies and relevant applicable 
law. 

 Ensuring that the systems used to identify and manage health and safety risk are fit-
for-purpose, being effectively implemented, regularly reviewed and continuously 
improved. 
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 Seeking assurance that Council is effectively structured to manage health and safety 
risks. 

 Reviewing health and safety related incidents and consider appropriate actions to 
minimise the risk of recurrence. 

 Making recommendations to Council regarding the appropriateness of resources 
available for operating the health and safety management systems and programmes. 

Due Diligence Responsibilities  

2 In addition to the responsibilities of the Finance and Audit Committee all Councillors have 
due diligence requirements. Councillors are required to keep up to date with health and 
safety matters, understand the nature of the business, audit its hazards and risks, ensure 
there are appropriate reporting and investigation processes in place and monitor and verify 
that appropriate actions are being taken. 

Health and Safety Gap Analysis  

3 In February 2017, Council contracted Simpson Grierson to undertake a Health and Safety 
Gap Analysis.  The gap analysis included a review of Southland District Councils Health and 
Safety Management System, discussions with key operational leaders and visits to 
operational locations and discussions with workers and key contractors.  The result of the 
Gap Analysis will be a written report detailing findings and recommendations for 
improvement.  At the time of writing this report, the written report from Simpson Grierson was 
not available.  This will be provided at the Finance and Audit Committee Meeting. 

4 The informal feedback provided by the Consultant following the Gap Analysis was that 
Council had a clearly developing maturity in Health and Safety, some processes had been 
developed and good work had been undertaken in identifying and the managing the key 
risks.  However, there were a number of initial recommendations that indicated that our H&S 
systems were more reactive and that we had significant opportunity to further develop our 
overall health and safety systems. 

5 There were a number of initial recommendations made. These included: 

 That Council’s Executive team needed to develop a statement of intent for Health and 
Safety that expressed their ambition and direction in this area. 

 The Executive Team needed to look for opportunities to express their support and 
leadership of Health and Safety, including site visits and more interaction with key 
contractors 

 The Executive Team should consider Health and Safety Leader training to support 
them and their direct reports in their roles.  The training should cover key aspects of 
health and safety culture development, safety observations and conversations and 
behavioural safety elements. 

 Development of a Health and Safety Plan for 2017 that contained a review of previous 
performance and objectives, clearly calls out improvement measures and targets, 
Identifies key elements to deliver improvement and allocates resource requirements.  
That this plan is signed off by the Executive and ratified by both Council and the 
Finance and Audit Committee. 

 Establish a health and safety framework, review current procedural gaps and draft new 
procedures to ensure a full management system over time.  The tool kit that was 
developed in 2016 was a good start but it has been identified as not containing enough 
information to form accountability in leaders and managers at Council. 
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 Ensure employees are involved in the change process and development of new 
procedures. 

 Create clarity on critical risks and what these are.  In addition create control plans that 
indicate how we control risk and who is responsible, using a ‘bow tie’ methodology. 

 Review hazard and risk procedures to create one process for management of risks and 
the risk registers. 

 Develop a reporting process that conveys how Council will report its H&S performance, 
set targets and who details, who receives this information and when they receive the 
information. 

 Ensure measures include lead and lag indicators and provide a view of actual 
performance, so that Council can measure its progress. 

6 Implementation of the recommendations will require a structured approach, additional 
commitment and resources to undertake.  A plan will be developed and presented at the next 
Finance and Audit Risk Committee meeting.  The plan will detail what needs to occur, when 
it will occur and resources required.  Draft Health and Safety objectives and targets will also 
be presented.  

Review of Health and Safety related incidents 

Accidents/Incidents/Near Misses 

7 Please find below a summary of the accidents/incidents/near misses for the twelve month 
period from 1 January to 31 December 2016. 

 

Key Performance Indicator 1 January 2016 – 31 
December 2016 

Medical Treatment  intervention required 12 

Lost time due to injury 0 

Near Misses 15 

 

8 In the period of 1 July 2016 to 31 December 2016 we had a 200% increase in near miss 
reporting.  This coincided with a near miss campaign that was run in September. 

9 Following a number of incidents with the garage door opposite the Invercargill office, the 
Property team have been working with the Landlord of this building and have now installed a 
roller door to make access easier and safer for staff. 

10 A number of the near miss reports involved motor vehicles.  Driving is seen as one of the 
main risks for the safety of our people.  A number of initiatives are underway in this space 
including a review of Council’s vehicle procurement procedures and vehicle policy.  An 
increased number of staff are now undertaking advanced driver training including those that 
drive the Mobile Library Bus. 

11 In January 2017 an Animal Control Officers had a serious motor vehicle accident while he 
was undertaking duties.  The staff member suffered a broken arm and had an overnight stay 
in hospital.  This incident was a notifiable event under the new Health and Safety Legislation 
and has been notified to Work Safe.  They have notified us they will not be undertaking any 
investigations.  Council staff have undertaken an investigation and a number of 
recommendations have been made including development of a driving fatigue policy. 
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Southland Councils Health and Safety Management Group 

12 Currently the Southland Councils Health and Safety Management Group is working with the 
IT Shared Service team on putting together the key requirements for a joint Health and 
Safety System.   

13 A Request for Proposal (RFP) is scheduled to be released to the market in April 2017. 

Attachments 

There are no attachments for this report.    
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Financial Report for the month ended 31 January 
2017 
Record No: R/17/2/3457 
Author: Robert Tweedie, Management Accountant  
Approved by: Anne Robson, Chief Financial Officer  
 

☐  Decision ☐  Recommendation ☒  Information 
 

    

 

Background 

1. This report outlines the financial results for the seven months to 31 January 2017 or 58% of 
the financial year. 

2. The Monthly and YTD Actual results, in the attached Summary Monthly Financial Report, are 
compared to the Full Year Budget (Projection) in the 2016/2017 Annual Plan Budget.  
The projection values include any carried forward items approved by Council in August 2016 
and will include any changes as a result of forecasting that Council approved. The 2016/2017 
Annual Plan budget is shown in the Monthly Financial Summary Report as the Full Year 
Budget (Budget).  

Overview 

3. The Summary Monthly Financial Report consolidates the business units within each of the 
key areas of the Executive Leadership Team (ELT) responsibility.  The following commentary 
focusses on the year to date (YTD) results excluding GST.  

4. The Detailed Monthly Financial Report includes more detailed explanations and commentary 
on variances by the Executive Leadership Team.  Commentary generally focuses on the 
year to date (YTD) results and, where specified, monthly results.   

5. Part of the monthly review involves budget managers phasing or timing their budgets in 
conjunction with the Finance team.  Where phasing of budgets has not occurred, one twelfth 
of annual budgeted cost is used to calculate the monthly budget. 

6. In the Council Summary and Detail Reports, the values in the columns for: 

 The Monthly Budget is phased, where appropriate, and includes forecasting.  

 The YTD Budget is the Annual Plan, carry forwards and forecasting year to date.   

 The Full Year Budget is the LTP budget for the year. 

 The Full Year Projection is the forecasted year end result. 

7. The first round of forecasting for the first four months has been adopted. The revised budgets 
are included in the monthly, year to date budgets and projection. 

8. Council staff will continue to refine the format of this report to enhance the financial 
information reported.  We welcome any feedback or suggestions on further improvements 
that could be made to this report. 

9. Phasing of budgets occurs in the first 2 months of the financial year, at forecasting and when 
one-off costs have actually occured. This should reduce the number of variance explanations 
due to timing.  
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10. The Council Summary Report (actuals vs phased and forecast budget) year to date are as 
follows:  

  

 

Income 

11. Operating Income is $3.6M or 9% under budget year to date ($37.6M actual vs $41.2M 
budget). 

 

 

12. Other Activities is over budget due to: 

-  External interest income on investments being higher than budgeted.  Annual Budget 
interest assumptions were made based on the level of cash reserves of projected 
capital works that were going to be undertaken.  Cash reserves which would have been 
applied to these projects have resulted in higher cash reserves than budgeted leading 
to more interest income.  

-   A grant of $105K was returned to the allocations committee. This was originally 
allocated to the Edendale Hall project which is no longer going ahead. 

  

YEAR TO DATE Actual Budget Variance

INCOME $ 37.6M $ 41.2M ($3.6M) (9%)

OPERATING EXPENDITURE $ 28.4M $ 30.4M $ 1.8M 6%

NET SURPLUS / (DEFICIT) $ 9.2M $ 10.8M ($1.6M) (15%)

YEAR TO DATE Actual Budget Variance

CAPITAL EXPENDITURE $ 8.5M $ 14.4M $ 5.8M 41%

Act to Bgt

Act to Bgt
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13. Services and Assets are under budget.   

- Community Engineers and Engineering Consultants business units are internally 
funded and under budget year to date.  The costs are lower for both these business 
units against budget but forecast to be on target by the end of the year. 

- Forestry Income is under budget and has historically been net sales after deducting 
harvesting costs. The forecast has been adjusted to report gross sales. Sales are set 
to increase in the second half of the year as logging has commenced at Dipton and is 
forecast to be on target by year end. 
 

14. Transport and Roading income is below budget year to date.  This year’s capital works 
programme has commenced but still behind the planned schedule which directly affects the 
level of income from NZTA.  NZTA funding is still planned to be on budget by year end. 

Operating Expenditure 

15. Operating Expenditure is $2M or 6% under budget for the year to date ($28.4M actual vs 
$30.4M budget).  

 

 
 

16. Environmental Services is below budget due to reduced staffing levels in several 
departments.   

17. Within Financial Services, insurance and valuation roll costs are estimated to be well below 
budget for the year as well as savings due to staff vacancies. The lower costs will reflect 
lower income “recoveries” for the year. 

18. Services and Assets are under budget by $857K. Harvesting costs have historically been 
directly offset against Forestry sales income. Logging at Dipton has commenced later than 
expected it is forecast to be on target by year end.  
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19. Transport and Roading operational maintenance costs are slightly behind budget but are 
expected to be in line with budget by year end. 

Capital Expenditure 

20. Capital Expenditure is $5.9M 41% under budget year to date ($8.5M actual v $14.4M 
budget). 

 

 

21. Chief Executive capital expenditure includes the new reception desk, funding for this will be 
from savings in the business unit or the district operating reserve.  This expenditure was 
included with the first round of forecasting but has been phased over 12 months, this will be 
corrected in the next Council report. 

22. Community and Futures capital expenditure relates to office furniture purchased in the Policy 
and Governance areas. This will be funded from the district operating reserves.  Phasing has 
been over 12 months, this will be corrected for the next Council report. 

23. Council and Councillors annual budget is for the replacement of the mayor’s car. This was 
phased over 12 months but will be corrected in the next Council report. 
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24. Information Management Services is progressing with the digitisation project.  Work in 
respect of the Core Systems Review is still in progress as noted in the forecast report to 
Council last month. No significant capital expenditure will be incurred in this financial year 
and the forecast spend is $1.8M less than budgeted. 

25. Capital expenditure for Services and Assets is overall $1.9M below budget. Projects in Water 
($1.2M behind budget) and Sewerage ($0.6M behind budget) are still in the design and 
tender phase and yet to commence.  Work on the Winton Water Main replacement has 
begun and will continue through until June.  At this stage it is anticipated that the Riversdale 
Sewerage Treatment upgrade will not be undertaken.  A portion of the total Annual plan cost 
has been removed as part of the last forecasting round, some funds have been retained for a 
possible land purchase.  

26. Overall roading capital expenditure is $3.8M less than budgeted for the year to date due to 
weather conditions. The resealing programme and tendered projects is expected to increase 
significantly to meet the target by year end. 

Balance Sheet 

27. Council’s financial position as at 31 January 2017 is detailed below and is for the activities of 
Council.  The balance sheet as at 30 June 2016 represents the audited balance sheet for 
activities of Council and includes SIESA and Venture Southland. 

28. Current Assets (Other Financial Assets) at 30 June 2016 includes loans to Venture and 
SIESA.  An additional amount of $10M in term deposits was disclosed under Other Financial 
Assets. This is in line with reporting standards for deposits with a term of 90 days or more at 
year end. 
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29. At 31st January 2017, Council had $13M invested in four term deposits ranging from one to 
three month maturities as follows: 

 

 

30. Funds on call:   

 

31. The movement in Property, Plant and Equipment is the budgeted depreciation for the year to 
date. 

32. The reduction in internal loans are the repayment of loans. These are loans to the local 
communities raised in June each year. 

33. Non-Current Assets (Intangible Assets) are the acquisition costs for the Council’s digitisation 
software.  

34. Current Liabilities (Borrowings) $600K at the end of January was bridging cash for 2 days 
over month end. This was required due to cash being held in term deposits. The interest 
earned on term deposits is higher than the use of this facility. 

 

 

 

 

Bank Amount Interest Rate Date Invested Maturity Date

ANZ 2,000,000$      2.89% 29-Nov-16 29-Mar-17

ASB 5,000,000$      3.50% 30-Nov-16 30-May-17

BNZ 3,000,000$      3.32% 30-Aug-16 28-Feb-17

WPC 3,000,000$      3.40% 30-Nov-16 19-Apr-17

Balance at 31 December Bank Interest Rate

$ 561,894 BNZ 0.35%
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Actual Actual

31-Jan-17 30-Jun-16

Equity

Retained Earnings 721,695,346 727,868,332

Asset Revaluation Reserves 628,114,960 628,114,960

Other Reserves 30,676,903 31,174,431

Fair Value Reserve 1,983,063 1,983,063

1,382,470,272 1,389,140,785

Represented by:

Current Assets

Cash & Cash Equivalents 13,806,801 5,714,785

Trade and Other Receivables 6,446,619 5,854,023

Inventories 85,148 98,991

Other Financial Assets 421,198 12,511,753

20,759,766 24,179,551

Non-Current Assets

Property, Plant and Equipment 1,352,812,251 1,358,059,613

Intangible Assets 2,567,914 2,177,601

Forestry Assets 12,951,000 12,951,000

Internal Loans 18,308,887 19,992,918

Work in Progress 2,779,101 2,779,101

Other Financial Assets 3,647 3,956

1,389,422,800 1,395,964,188

TOTAL ASSETS 1,410,182,566 1,420,143,740

Current Liabilities

Trade and Other Payables 4,736,311 6,696,612

Contract Retentions and Deposits 447,494 449,416

Employee Benefit Liabilities 1,147,191 1,341,157

Development and Financial Contributions 2,286,209 2,285,557

Borrow ings 600,000 51,092

Landfill Contingency 14,000 14,000

9,231,205 10,837,833

Non-Current Liabilities

Employment Benefit Liabilities 147,051 147,051

Provision for Decommissioning 25,151 25,151

Provisions - -

Internal Loans - Liability 18,308,887 19,992,919

Borrow ings - -

18,481,089 20,165,121

TOTAL LIABILITIES 27,712,294 31,002,954

NET ASSETS 1,382,470,272 1,389,140,785

SOUTHLAND DISTRICT COUNCIL

STATEMENT OF FINANCIAL POSITION

31 January 2017
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Recommendation 

That the Finance and Audit Committee: 

a) Receives the report titled “Financial Report for the month ended 31 January 
2017” dated 7 March 2017. 

 

Attachments 

A  Council's District Activities Summary Monthly Financial Report - 31 January 2017 ⇩   
B  Council's District Activities Detailed Monthly Financial Report - 31 January 2017 ⇩      
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Draft Investment and Liability Management Policy  
Record No: R/17/1/1083 
Author: Robyn Rout, Policy Analyst  
Approved by: Anne Robson, Chief Financial Officer  
 

☒  Decision ☐  Recommendation ☐  Information 
 

    

 

Purpose 

1 This report presents the draft Investment and Liability Management Policy for the Finance 
and Audit Committee’s (the Committee’s) consideration.  If approved, the Policy will be used 
for public consultation from 18 March until 21 April 2017. 
 

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 Changes to the draft policy include clarity around the intent of Council in the setting of 
interest on internal loans, and changes to roles and responsibilities.   

4 Feedback is also being sought from the Committee confirming Council’s specific borrowing 
limits.  

 

Recommendation 

That the Finance and Audit Committee: 

a) Receives the report titled “Draft Investment and Liability Management Policy ” 
dated 7 March 2017. 

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) Approves the draft Investment and Liability Management Policy (attached) for 
release for public consultation from 18 March until 21 April 2017. 
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Content 

Background 
 

5 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.  

6 This policy was last revised and consulted on as part of the 2013/14 Annual Plan.  At the 
time Bancorp were engaged to review sections of the Investment Policy relating to financial 
market investments.  Their review focused on developing appropriate recommendations for 
additions or amendments to the Investment and Liability Policy to enable the treasury 
activities of SDC to be carried out under a set of market best practice standards.  The review 
also included the section on the Local Government Funding Agency.  

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

8 The liability management part of the policy is designed to provide a framework for prudent 
debt management. It sets out how Council may wish to use debt as a funding mechanism, 
along with limits to borrowing and how Council will handle risk. 

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

10 Given the review that was undertaken as part of the 2013/14 Annual Plan, no substantial 
changes have been made to the draft policy.  The changes proposed in the draft policy are 
around clarification of aspects of the policy and updates to roles and responsibilities. 

11 As background, Councils investment portfolio at the 30 June 2016 was as follows 

 

Investments $(000) 

Internal Loans  19,991 

Forestry (at market valuation) 12,951 

Other Financial assets  - Cash 12,200 

Cash and Cash equivalents 5,715 

Property - Community Housing Land & Buildings (Book Value) 614 

Other Financial assets - Shares 312 

Property - Intended for Sale (Cost) 144 

Total 51,927 

 

12 At 30 June 2016, Council had no borrowings. 

13 The key aspects of the Investment Policy is:  

 Outlining Council’s risk profile, which is that Council is a risk adverse entity and does 
not wish to incur additional risk from its treasury operations.  As such the types of 
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treasury investments that Council allows investment in is limited to 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 $10M if the bank has a rating of A1 or better. 

 Council’s ability to invest internally through Internal Loans.  Council has $20M of 
internal loans at 30 June 2016.  These loans are to facilitate the development of 
Council projects and the funding of these to date has been from funds held (generally 
reserve funds held by Council or committees of Council) rather than borrowings. 

 The ability for Council to invest in the Local Government Funding Agency Limited 
(LGFA).  The LGFA was established to enable Local Government to borrow at lower 
margins than would be available otherwise.  All borrowers are required to contribute 
1.6% of the total amount borrowed as capital.  The policy allows for Council to invest 
in the LGFA if circumstances are beneficial to Council. 

14 The key aspects of the proposed Liability Management Policy is: 

 That borrowing limits of Council remain unaltered.  Council has set the limit at 150% 
of total revenue.  Based on the 2015/16 Annual Report this would be around $101M. 

 How Council will handle risk.  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 by way of 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 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.  Currently $20M of loans exist.  

 

Issues 

15 A number of small changes have been made in the revised policy, and these are outlined 
below.  

Interest charged on loans and advances to Community organisations  

16 From time to time Council provides a loan or advance to a community organisation. 
Previously the policy stated that these loans and advances were “usually interest free”.  This 
part of the policy has been changed, and it now states that Council is to charge interest at 
the same rate as if it had undertaken an internal loan.  This change reflects the discussion 
Council had around loaning funds to the South Catlins Charitable Trust last year. 

Charging of interest on internal loans 

17 The current policy allows for internal loans to be given and Council investments to be used 
as a source of funding.  It also limits the term to 25 years and states that the method of 
calculation of the interest rate.  Setting of the interest rate is by way of Council resolution as 
part of the Annual Plan/LTP process, taking into account the 5-10 year government bond 
rates.  It also states that when Council considers the method of calculation that Council’s 
present and future financial position as well as market conditions be taken into account, and 
adjusted where fairness and equity apply. 

18 The interest charged on internal loans is a complex matter and one that our community 
questions us on from time to time.  Especially given that much of the interest earned is 
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allocated back to the individual reserves held by Council.  It is therefore important that the 
policy covers off the following points to ensure that our community understands Council’s 
reasoning and the issues around any interest rate calculation.  

•  To guide the interest rate setting and to inform our Community, the proposed policy 
sets to clarify the objective that Council is trying to achieve in undertaking internal 
loans.  The proposed policy discusses that any method of calculation needs to consider 
the net opportunity cost (after bank fees etc) to Council, taking into account having the 
money invested or borrowing.  Although Council may have this objective, it may not 
always be able to be achieved.  The setting of interest rates on internal loans is done 
as part of the Long Term Plan (LTP)/Annual Plan, this is well in advance of actual 
interest received.  Council, may actually receive more or less from the banks when it 
invests.  The impact of this is that the interest rate paid to reserve balances may be 
greater or less than actual bank rates, due to the fact that rates collected was based on 
a prediction of where rates would be. 

•  The current Investment Policy states that Council should, in setting the method of 
calculation of the interest rate for internal loans have regard to the 5-10 year 
government bond rates and overall return sought from Council’s total investment 
portfolio.  The charging of interest and the calculation of the rate is a Liability Policy 
discussion.  The proposed Investment Policy will now discuss Council’s desire to obtain 
the net opportunity cost of investing but recognise that as discussed in the previous 
paragraph it may actually receive more or less.  The proposed Liability Policy will leave 
the method of interest calculation for the Annual Plan/LTP to be determined annually 
by Council resolution.  This allows Council to consider its objective of obtaining the net 
opportunity cost to Council along with Council’s financial position and the market 
conditions at the time. 

•  The current policy allows for specific rates of interest to differ from that calculated in 
specific cases after taking into account fairness and equity.  The draft policy retains 
this.  I know of no instance to date where this has been applied however the ability 
exists should Council deem it appropriate.  

•  The maximum term of any loan is proposed to increase from 25 to 30 years. 

•  Confirming that the interest rate that we set for internal loans during the LTP/Annual 
Plan will be the interest rate that we charge on any loans at year end.  This is 
irrespective of actual market interest rates in that period, given that Council has 
collected rates based on this budgeted interest rate set.  

Changes to roles and responsibilities 

19 Amendments have been made to the roles and responsibilities outlined in the policy, to 
reflect changes in roles within Council. 
 
Guidance sought on other matters 

Council’s borrowing limits  

20 Council also have the option at this time to make changes to its specific borrowing limits. 
Currently the policy states that the net external debt shall not exceed 150% of total revenue.  
Based on Council’s revenue at the 30 June 2016, this is a limit of $101M.   
As at 30 June 2016, Council’s external debt is at 0% of total revenue.  In the Long Term Plan 
it is projected that in 2028 this percentage will be at 0.06% of total revenue.  Other councils 
throughout New Zealand who have a specific borrowing limit based on their total revenue, 
also have their maximum debt percentage around the 150% mark.   
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21 When considering the debt limit, Council needs to consider its future needs and its ability to 
service the debt long term.  Although the proposed policy makes no change to the debt limit, 
Council may consider altering it.  The 2015-2025 Long Term Plan indicates debt at no higher 
than $5.4M.  However a level of debt will most likely be required should a civil emergency 
occur in the district and effect infrastructure.  Currently, Council does not have its 
underground infrastructure assets insured. This, along with the potential funding of Council’s 
share of any road in an emergency, means that the capacity to borrow is important.  The 
level required would of course depend on the extent of the emergency. 

Factors to Consider  

Legal and Statutory Requirements 

22 Under the Act the Council is required to state what its policy is in relation to: 

 The mix of investments; 
 Acquire new investments; 
 An outline of the procedures by which investments are managed and reported on to 

the local authority; and 
 An outline of how risks associated with investments are assessed and managed. 

23 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. 

 

Community Views 

24 If the Committee endorses the draft policy for community consultation, a newspaper 
advertisement will be placed, notifying people in the District of the draft Policy and asking for 
feedback.  

25 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.  Council is still required to comply with its 
Significance and Engagement Policy, and to consider the views and preferences of persons 
likely to be affected by, or interested in, the matter (in accordance with Section 78).  
The proposed consultation process will allow the Committee to consider community views on 
the draft Policy. 

26 This Policy does not need to be included in the Long Term Plan 2018-2028 and will not be 
included in the consultation document for the Long Term Plan.  Consultation will occur 
through a separate process. 

Costs and Funding 

27 There are no costs associated with the review of this policy, aside from the minor costs 
associated with staff time and consultation (advertising). 

Policy Implications 

28 Changes to the policy, will not substantially alter how Council currently operates its 
investments and potential borrowings.  It hopefully will clarify and confirm Council’s policy on 
these matters.   
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Analysis 

Options Considered 

29 Council is required to adopt an Investment and Liability Management Policy.  On this basis, 
the Committee has the option of endorsing the attached draft policy, or making changes to 
the policy, as it sees fit.  

Analysis of Options 

30 Option 1 - Endorsing the draft policy for release for public consultation 

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. 

31 Option 2 - Making further changes to the draft policy 

Advantages  Disadvantages  

 Further clarifies Council’s thinking on 
investments and borrowings. 

 May delay the release for public 
consultation, however we still have the 
capacity to meet legislative requirements.  

 

Assessment of Significance 

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

Recommended Option 

33 It is recommended that the Committee endorses the draft policy for release for public 
consultation (Option 1). 

Next Steps 

34 If the Committee endorses the draft policy for release for public consultation, the public will 
be able to make submissions on the draft policy from 18 March until 21 April 2017.  Officers 
would then report back to the Committee later this year about the feedback received, and 
with further recommendations. 

 

Attachments 

A  Draft Investment and Liability Management Policy for 2018-28 LTP ⇩   
B  Final Investment and Liability Management Policy - Annual Plan 2013/14 ⇩      
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INVESTMENT POLICY AND LIABILITY MANAGEMENT POLICY 
 
 

1 OVERVIEW 
 
1.1 The Local Government Act 2002 requires local authorities to adopt an Investment Policy 

and a Liability Management Policy.   
 
1.2 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. 

 
1.3 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. 
 
1.4 Council has a structure of responsibilities and reporting lines to ensure the appropriate 

management and accountability of the liability and investing activities. 
 
 
2. STRUCTURE 

 
 Organisational Structure 
 
2.1 The organisation chart for the finance activity is as follows: 
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 Responsibilities 
 
2.2 The key responsibilities of the above positions are as follows: 

 
 Council 

• Approve and adopt the Policies. 

• Review at least on a three yearly basis the Policies and approve any revisions or 
amendments as required. 

• Approve by resolution all external Council borrowing. 

• Responsible for the appointment of any fund managers. 

 
CEO 

 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 the Senior Financial Accountant and the Policy and 
Planning Manager.   

 Ensure compliance with the Risk Management Strategy. 

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

 Approve amounts to be placed with a fund manager for  investment purposes. 

 Recommend to Council amendments to the Policies as required. 

 Recommend to Council the most appropriate source and terms for borrowing as 
and when required. 

 Review internal audit reports and approve as appropriate any recommendations 
made. 

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

 
Finance Manager 

 Responsible for confirming adherence to the Policies, through internal reviews, to 
be performed on a regular basis. 

 Negotiate investment and borrowing transactions. 

 Reports findings to the CFO. 

 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. 

 Negotiate investment and borrowing transactions. 

 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). 
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Finance Officer/Senior Accounts Payable Officer/Debtor Officer (or equivalent) 

 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. 
 

3. INVESTMENT  

 Introduction 
3.1 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.   

 
3.2 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. 
 
3.3 Council is a risk adverse 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 

3.4 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, within a prudent level of investment risk.  
Council recognises that as a responsible public authority any investments that it 
does hold should be of relatively low risk.  It also recognises that lower risk 
generally means lower returns. 

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

 Maintain professional relationships with the Council's bankers, financial market 
participants and other stakeholders. 

 Regularly review the performance and credit-worthiness of all investments. 

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

 The mix of investments that Council will utilise. 

 The process for the acquisition of new investments. 

 The management and assessment of risk. 

 The need for appropriate management and reporting procedures. 
 
 Investment Mix 

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

 Treasury, including investments in banks, local government  

and government stock. 

 Stocks, bonds, debentures and notes. 

 Equity investments. 

 Property. 

 Other property investments – Community Housing. 

 Forestry. 

 Loans, advances for community development purposes. 

 Internal Loans 

 Shares (if market conditions are favourable). 
 
3.7 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 

3.8 With the exception of treasury 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. 

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

Application of Returns from Investments 

3.10 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. 

 

Equity Investments 
 

Nature of Investment 

3.11 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 Development Authority 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 
Authority. 

 
Rationale for Holding Investment 

3.12 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.   
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3.13 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 

3.14 These investments are held for strategic reasons only and not for investment purposes.  
As such these investments do not derive revenue.  If they do, revenue will be used to offset 
general rates. 

 
Risk Management 

3.15 Investments in the Civic Assurance Corporation and the Milford Sound Development 
Authority 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.  

 
3.16 Dispositions and acquisitions require Council approval. 
 

Property 
 
Nature of Investment 

3.17 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.  Investment property holdings are being leased out 
based on market rents or lease conditions.  Property investments do not include properties 
for operational purposes. 
 
Rationale for Holding Investment 

3.18 Council holds investment properties in order to generate income to offset general rates. 
 
3.19 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 

3.20 Income generated is used to offset operational expenditure and reduce the overall rates 
levied. 

 
Risk Management 

3.21 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. 
 

3.22 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 

3.23 Council currently has 69 community house units available for rental, generally to elderly or 
disabled persons.  These houses are located in various townships across the Southland 
District. 
 
Rationale for Holding Investment 

3.24 Council retains community housing to allow people to continue to live in its local 
community.  These people are primarily the elderly or people with disabilities. 
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3.25 Council’s philosophies include ensuring that rental charges cover cost (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 

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

Risk Management 

3.27 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. 
 

3.28 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. 

 
Forestry 

 

Nature of Investment 

3.29 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 

3.30 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 

3.31 Any surplus revenue is used to offset rates.  The revenue used to offset rates in any year 
may be the smoothed revenue calculated over a number of years. Approximately $100,000 
is retained for operating working capital at any time. 
 
Risk Management 

3.32 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. 
 
Loans and Advances for community development purposes  
 

Nature of Investment 

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

 
Rationale for Holding Investment 

3.34 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. 
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3.35 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 

3.36 Generally these loans are to the benefit 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 

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

 
3.38 Council monitors the compliance of the borrower with the terms and conditions agreed 

upon.  
 
3.39 All loans and advances documentation is subject to independent legal review prior to 

finalisation.  
 
 Internal Loans  

 

Nature of Investment 

3.40 Council may utilise surplus funds for the purposes of internal borrowing.  Internal borrowing 
forms a part of the overall mix of Council investments. 

 
Rationale for Holding Investment 

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

 
Disposition of Revenue 

3.42 Income derived from internal loans is generally used to fund the interest liability on 
reserves. Any surplus income is used to reduce external debt or offset against general 
rates. 
 

Risk Management 

3.43 Internal loans shall be managed as a treasury investment.  Interest rates will be set having 
regard for Council’s opportunity cost forgone by not investing externally.   

 
3.44 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. 

 
Treasury Investments 
 

Nature of Investment 

3.45 To provide the ability to utilise a range of financial investments not already specified in this 
policy. 
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Rationale for Holding Investment 

3.46 The Council maintains financial investments to: 
 Invest surplus cash and working capital funds. 

 Achieve the desired level of returns within acceptable risk parameters. 
 Invest amounts allocated to trust funds and special funds. 

 
Disposition of Revenue 

3.47 Income derived from Council’s treasury activities will be used to fund Council activities 
including interest on reserves and offsetting rates and external debt. 

 

Risk Assessment and Management 

3.48 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 investments that it does hold 
should be low risk.  It also recognises that lower risk generally means lower returns. 
 

3.49 To provide the greatest benefit, Council utilises its surplus internal funds for internal 
borrowing to reduce external debt, thus effectively reducing net interest costs.   
 

3.50 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.   
 

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

3.52 Within the above credit constraints, Council also seeks to: 
 Ensure investments are liquid. 
 Maximise investment return. 
 Manage potential capital losses due to interest rate movements. 

 
3.53 The above objectives are captured in the following investment framework Interest Rate 

Risk Management. 
 
 Credit Risk Management 

3.54 Credit risk is minimised by placing maximum limits for each broad class of non-
Government issuer and by limiting investments to registered banks, bonds issued by 
institutions with appropriate investment grade from a recognised rating agency, local 
authority bonds, and other financial institutions which are within prescribed limits. 

 
Liquidity Risk Management 

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

 
Interest Rate Risk Management 

3.56 Council aims to minimise the risk of default and variability of interest rates.  It does this by: 
 Ensuring that investments are made with entities that have at least a strong 

capacity (A-) rating from Standard and Poor’s or equivalent rating in Fitch or 
Moodys. 

 Limiting total exposure to prescribed amounts. 
 Monitoring compliance against set limits. 
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3.57 Based on Standard and Poor’s rating, investments are to be spread as follows: 

TABLE 1 - How the Southland District Council will Spread its Investments 

Authorised Asset 
Classes  

Overall 
Portfolio 
Limit as a 
Percentage 
of the Total 
Portfolio 

Approved Financial Market Investment 
Instruments (must be denominated in 
NZ dollars) 

Credit Rating 
Criteria - Standard 
and Poor’s (or 
Moody’s or Fitch 
equivalents)  

Limit for each 
issuer subject 
to overall 
portfolio limit 
for issuer class  

$ 

New Zealand 
Government    

100%  Government Stock 

 Treasury Bills 

Not Applicable Unlimited 

Rated Local 
Authorities  

70%  Commercial Paper  

 

 Bonds/MTNs/FRNs 

 

Short term Moody 
rating of A1 or better 

Long term S&P rating 
of A- or better 

Long term S&P rating 
of A+ or better 

Long term S&P rating 
of AA or better 

3.0M 

 

2.0M 

 

3.0M 

 

5.0M 

Unrated Local 
Authorities  

50%  Commercial Paper  

 

 Bonds/MTNs/FRNs 

Not Applicable 2.0M 

 

2.0M 

New Zealand 
Registered Banks 

 

100%  Call/Term Deposits/Bank 
Bills/Commercial Paper 

 Bonds/MTNs/FRNs 

Short term Moody 
rating of A1 or better 

Long term S&P rating 
of A- or better 

Long term S&P rating 
of A+ or better 

10.0M 

 

3.0M 

 

5.0M 

State Owned 
Enterprises 

 

 

50%  Commercial Paper  

 

 Bonds/MTNs/FRNs 

 

Short term Moody 
rating of A1 or better 

Long term S&P rating 
of BBB+ or better 

Long term S&P rating 
of A+ or better 

3.0M 

 

1.0M 

 

3.0M 

Corporates   50%  Commercial Paper 

 

 Bonds/MTNs/FRNs 

 

Short term Moody 
rating of A1 or better 

Long term S&P rating 
of A- or better 

Long term S&P rating 
of A+ or better 

Long term S&P rating 
of AA or better 

2.0M 

 

1.0M 

 

2.0M 

 

3.0M 

Financials 30%  Commercial Paper 

 

 Bonds/MTNs/FRNs 

 

Short term Moody 
rating of A1 or better 

Long term S&P rating 
of A- or better 

Long term S&P rating 
of A+ or better 

Long term S&P rating 
of AA or better 

2.0M 

 

1.0M 

 

2.0M 

 

3.0M 

Building Societies  20%  Call and Term Deposits  To be individually 
approved by Council  

3.0M 
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3.58 Credit ratings are as determined by Standard and Poor’s, or equivalent rating.  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. 

 
3.59 Short term investments (less than six months at the time of inception) shall be 

benchmarked against the ANZ 90 day bank bill index and that the comparison should 
be done on a quarterly basis.  Long term investments (more than six months at the 
time of inception) shall be benchmarked against the ANZ A Grade Corporate Bond 
Index and the comparison shall be done on a quarterly basis.  Compliance with the 
benchmarking standard is not required if the nominal value of either short term 
investments is less than $5M or long term investments is less than $5M. 

 
 Foreign Exchange 

3.60 Council has foreign exchange exposure through the occasional foreign exchange 
transactions that Council may undertake such as plant and equipment. 

 
3.61 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. 

 
3.62 Council does not borrow or enter into incidental arrangements within or outside New 

Zealand in currency other than New Zealand currency. 
 
Procedures for Management and Reporting 

 
Cash Management 

3.63 The finance function is responsible for managing the Council’s cash surpluses and/or 
deficits. 

 
3.64 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.   

 
3.65 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 Senior Accounts Payable Officer and the 
Debtors’ Officer. 

 
3.66 Generally cash flow surpluses from timing differences are available for periods less 

than 90 days. 
 
3.67 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 within limits specified in Table 1. 
 The Council has a committed bank overdraft facility with a limit of $5,000,000 

for working capital purposes which is used on an operational basis. 
 Council also has the option of raising finance by issuing debentures pursuant 

to a Debenture Trust Deed entered into by a corporate trustee, should this 
provide a more attractive financing option than bank funding. 
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 The use of interest rate risk management on cash management balances is 
not permitted. 

 

Internal Controls 

3.68 The Council's systems of internal controls over cash management includes adequate 
segregation of duties among the core investment functions of deal execution, 
confirmation, settling and accounting/reporting.   

 
3.69 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. 

 Reconciliations - general bank reconciliation is performed daily and monthly 
by the Debtors Officer (or equivalent) and reviewed by a senior finance staff 
member. 

 
3.70 There are a small number of people involved in investment 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 investment activity. 
 Regular management reporting. 
 Operational risk control reviews will be undertaken periodically. 
 Appropriate organisational, systems, procedural and reconciliation controls 

exist to ensure: 
(a) all investment 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. 
 

Reports 

3.71 The following reports are produced to monitor cash management and investment 
activity: 

 
Table 2 - Reports Produced to Monitor Case Management and Investment Activity 

Report Frequency Prepared By Recipient 

Cashflow Daily Senior Accounts Payable 
Officer or equivalent 

Senior Finance staff 
member 

Renewal 
Investment 

Monthly Senior Accounts Payable 
Officer or equivalent 

Senior Finance staff 
member 

Operating 
Investment 

Monthly Senior Accounts Payable 
Officer or equivalent 

Senior Finance staff 
member 
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3.72 Additionally, a quarterly report to the Finance and Audit Committee containing the 
following key details of both short term and long term investments.   
 Total nominal value of portfolio. 
 Weighted average interest rate. 
 Asset class profile (if there are multiple classes). 
 Credit profile. 
 Maturity profile. 
 Duration measurement. 
 A statement of policy compliance. 
 Details of any exceptions. 

 

 Delegated Authorities 

3.73 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. 

 
3.74 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. 

 
3.75 The Investment Policy related delegations are below. 

 
 Table 3 - Investment Policy Related Delegations 
 

Activity Delegated to Limits 

Approve and amend policy 
document 

Council 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 and Finance Manager  

Investment management Chief Executive, Chief Financial Officer and 
Finance Manager 

Subject to policy 

Interest rate 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 

Finance and Audit Committee Unlimited subject 
to legislative 
limitations 

Maximum daily transaction 
amount (approved 
investment, cash 
management, interest rate 
risk management) 

Council, Chief Executive, Chief Financial Officer Unlimited 

Ensuring compliance with 
policy 

Chief Financial Officer N/A 
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 Local Government Funding Agency Limited (LGFA) 

3.76 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 become and remain viable, 

meaning that it continues as a source of debt funding for the Council. 

3.77 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. 

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

capital in the LGFA. 
 
4. LIABILITY MANAGEMENT 

 Introduction 

4.1 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.   

 
4.2 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. 

 
4.3 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 later 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 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 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. 
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4.4 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 

4.5 Council’s borrowing limits are: 
 Net external debt not to exceed 150% of total revenue. 
 

Interest Rate Exposure 

4.6 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 

 
4.7 The interest rate exposures of Council shall be managed according to the 

parameters detailed in the following table and shall apply to the projected core debt 
of Council.  Core debt is defined as that contained in the LTP or Annual Plan or as 
otherwise determined by the Chief Financial Officer. 

  

Table 4 - Fixed Rate Hedging Percentages 

Term Minimum 

Fixed Rate Amount 

Maximum 

Fixed Rate Amount 

0 -2 years 50% 100% 

2 - 5 years 25% 80% 

5 - 10 years 0% 60% 

 
4.8 ‘Fixed rate’ is defined as any debt that has an interest rate reset beyond three 

months. 
 

Interest Rate Risk Management 

4.9 To manage the interest rate risk associated with its debt Council may use the 
following interest rate risk management instruments.   
 Interest rate swaps.   
 Swap options. 
 Interest rate options. 
 Interest rate collar structures but only in a ratio of 1:1. 
 Forward rate agreements.   

 
4.10 Any other financial instrument must be specifically approved by the Chief Executive 

and Chief Financial Officer 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. 

 
4.11 Prudent selection of funding instruments and mix will help the Council achieve its low 

debt servicing costs and risk minimisation objectives.  Selling interest rate options for 
the primary purpose of generating income is not permitted, because of its speculative 
nature. 

 
4.12 Selling interest rate options for the primary purpose of generating premium income is 

not permitted because of its speculative nature. 
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 Liquidity and Funding Risk Management 

4.13 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. 

 
4.14 The Council will strive to ensure the timely availability of funds to meet the Council’s 

various expenditure needs, preferably without incurring penalties or holding 
unnecessary cash reserves.   

 
4.15 To avoid a concentration of debt maturity dates Council will, where practicable, aim 

to have no more than 50% of debt subject to refinancing in any 12 month period. 

4.16 The Council shall aim to maintain committed funding lines of not less than 105% of 
projected core debt. 

 
 Credit Exposure 

4.17 The Council may only enter into interest rate risk management transactions with  
New Zealand Registered Banks which have a minimum Standard and Poor’s long 
term credit rating of ‘A+’ or Moody Investors’ Service or Fitch Ratings equivalents. 

 
Debt Funding 

4.18 The Council may obtain funding utilising the following methods: 
 Bank debt from New Zealand Registered Banks which have a minimum 

Standard and Poor’s long term credit rating of ‘A+’ or the Moody Investors 
Service or Fitch Ratings equivalents.   

 Capital markets issuance comprising Commercial Paper, Fixed Rate Bonds, 
Medium Term Notes and Floating Rate Notes.   

 From the Local Government Funding Agency. 
 
4.19 The 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 its 
investors and financial institutions.  To this end it is the Council’s intention to seek 
and maintain a strong balance sheet position. 

 
4.20 The 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.   

 
Debt Repayment 

4.21 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. 

 
4.22 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. 

 
4.23 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. 
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Security 

4.24 It is Council’s general policy to offer security for its borrowing by way of negative 
pledge or a charge over its rates. 

 
4.25 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. 

 

Benchmarking 

4.26 That for performance measurement purposes the actual borrowing performance of 
the Council shall be compared with the following external benchmark which is 
predicated off the midpoints of the risk control bands contained in Table 4. 

 25.0% Average 90 day bank bill rate for the reporting month. 

 12.5% Average one year swap rate for the reporting month. 

 12.5% Average one year swap rate for the reporting month,  
  one year ago. 

 12.5% Average three year swap rate for the reporting month. 

 12.5% Average three year swap rate for the reporting month,  
  three years ago. 

 12.5% Average seven year swap rate for the reporting month. 

 12.5% Average seven year swap rate for the reporting month,  
  seven years ago. 

4.27 Compliance with the benchmarking standard is not required if Council’s nominal debt 
levels are less than $10M.   

 
Reporting 

4.28 A quarterly report to the Finance and Audit Committee is compiled which contains the 
following key details of Council’s debt and hedging profile:  
 Total debt facility utilisation, including bank sourced debt, capital markets 

issuance and LGFA funding. 
 Interest rate hedging profile against percentage hedging limits. 
 New interest rate hedging transactions completed. 
 Weighted average cost of funds. 
 Performance measurement. 
 A statement of policy compliance. 

4.29 The details of any exceptions, including remedial action taken or intended to be 
taken. 
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LGFA 

4.30 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 

4.31 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. 

 
4.32 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. 

 
4.33 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.  

 
4.34 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.   

 
4.35 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.     
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Investment Policy and Liability Management Policy  
 

KEY CHANGES TO THE POLICY  
 
The changes to the Investment Policy and Liability Management Policy (the Policies) is to ensure Council has best practice in the management of its 
surplus cash funds as they arise from time to time (its Investment Policy) and to provide it with a greater range of options for raising capital (its Liability 
Management Policy).   There are two significant changes to the Policies.   
 
First, it is to strengthen the prudential supervision of Council’s investments and liabilities by requiring quarterly reporting and monitoring to ensure its 
investment and term liabilities are being managed in accordance with the terms of the Policies.  Secondly, the changes allow Council to borrow funds 
from the Local Government Funding Agency Limited (LGFA).  This is a special purpose funding vehicle for local authorities and provides Council with 
another option for raising long term debt on competitive terms, and is in addition to issuing stock under its debenture trust deed or borrowing from a bank.  
These changes are highlighted in the attached policy. 

 
 
1. OVERVIEW 
 
1.1 The Local Government Act 2002 requires local authorities to adopt an Investment Policy and a Liability Management Policy.   

 
1.2 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. 
 

1.3 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. 
 

1.4 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. STRUCTURE 
 

Organisational Structure 

2.1 The organisation chart for the finance activity is as follows: 

 
 

 
 

  

COUNCIL

CHIEF EXECUTIVE

GROUP MANAGER

CORPORATE AND 
FINANCIAL  
SERVICES

FINANCE 
MANAGER

FINANCIAL 
ACCOUNTANT

TRANSACTIONAL 
ACCOUNTANT

SENIOR 
ACCOUNTS 

PAYABLE OFFICER

DEBTORS 

OFFICER
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Responsibilities 

2.2 The key responsibilities of the above positions are as follows: 
 

Council 

 Approve and adopt the Policies. 

 Review at least on a three yearly basis the Policies and approve any revisions or amendments as required. 

 Approve by resolution all external Council borrowing. 

 Responsible for the appointment of any fund managers. 

 

CEO 

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

 
Group Manager Corporate and Financial Services 

 Responsible for recommending investment, borrowing and 
risk management strategy in conjunction with the Senior 
Financial Accountant and the Policy and Planning Manager.   

 Ensure compliance with the Risk Management Strategy. 

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

 Approve amounts to be placed with a fund manager for 
 investment purposes. 

 Recommend to Council amendments to the Policies as 
required. 

 Recommend to Council the most appropriate source and 
terms for borrowing as and when required. 

 Review internal audit reports and approve as appropriate any 
recommendations made. 

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

 
Finance Manager 

 Responsible for confirming adherence to the Policies, through 
internal audit reviews, to be performed on an annual basis. 

 Negotiate investment and borrowing transactions. 

 Reports findings to the Group Manager Corporate and 
Financial Services  

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

 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. 

 Negotiate investment and borrowing transactions. 

 Responsible for keeping the Group Manager Corporate and 
Financial Services 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. 

 

Senior Accounts Payable Officer 

 Prepare and manage Council’s cashflow and cash 
requirements. 

 Report to the Transactional Accountant on the weekly 
cashflow position and resulting cash management 
transactions required. 

 
 
3. INVESTMENT  
  
 Introduction 

3.1 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.   

 
3.2 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. 

 

3.3 Council is a risk adverse 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 

3.4 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. 


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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 does hold should be of relatively low 
risk.  It also recognises that lower risk generally means lower 
returns. 

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

 Maintain professional relationships with the Council's 
bankers, financial market participants and other stakeholders. 

 Regularly review the performance and credit-worthiness of all 
investments. 

 Maintain procedures and controls and provide timely and 

accurate financial and management information. 

 
3.5 These objectives will be achieved by having regard to: 

 The mix of investments that Council will utilise. 

 The process for the acquisition of new investments. 

 The management and assessment of risk. 

 The need for appropriate management and reporting 

procedures. 

 
 Investment Mix 

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

 Investments in banks, local government and government  
 stock. 

 Stocks, bonds, debentures and notes. 

 Equity investments. 

 Property. 

 Forestry. 

 Loans, advances and guarantees for community development 
purposes. 

 Shares (if market conditions are favourable). 

 

3.7 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 

3.8 With the exception of treasury 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. 

 

3.9 The authority to acquire treasury investments is delegated to the 

Group Manager Corporate and Financial Services. 

 
Application of Returns from Investments 

3.10 Some returns are earmarked for specific purposes, but generally 

returns for 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. 
 

Equity Investments 
 

Nature of Investment 

3.11 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 Development Authority 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 Authority. 
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Rationale for Holding Investment 

3.12 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.   

 
3.13 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 

3.14 These investments are held for strategic reasons only and not for 

investment purposes.  As such these investments do not derive 

revenue.  If they do revenue will be used to offset general rates. 

 
Risk Management 

3.15 Council reviews the performance of the trading enterprises at least 

annually to ensure that strategic and financial objectives are being 

achieved.   

In particular, the Council reviews the financial returns and the present 

and future values of these investments. 
 

3.16 Dispositions and acquisitions require Council approval. 

 

Property 

 
Nature of Investment 

3.17 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.  Investment property holdings are being leased out based on 

market rents or lease conditions.  Property investments do not include 

properties for operational purposes. 

 
Rationale for Holding Investment 

3.18 Council holds investment properties in order to generate income to 

offset general rates. 

3.19 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 

3.20 Income generated is used to offset operational expenditure and 

reduce the overall rates levied. 

 
Risk Management 

3.21 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. 

 

3.22 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 

3.23 Council currently has 69 community houses available for rental, 

generally to elderly or disabled persons.  These houses are located 

in various townships across the Southland District. 

 
Rationale for Holding Investment 

3.24 Council retains community housing to allow people to continue to live 

in its local community.  These people are primarily the elderly or 

people with disabilities. 

 

3.25 Council’s philosophies include ensuring that rental charges cover 

cost (excluding depreciation) and to continue to maintain the housing 

at its current high standard.  There is no required rate of return on this 

investment. 
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Disposition of Revenue 

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

 
Risk Management 

3.27 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. 

 

3.28 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. 

 

Forestry 
 

Nature of Investment 

3.29 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 

current maintains 1,800 hectares of land. 

 
Rationale for Holding Investment 

3.30 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 

3.31 Approximately $120,000 is retained for operating working capital.  
Any surplus revenue is used to offset general rates.   

 
Risk Management 

3.32 Forests are currently managed by an external company IFS Growth 
Limited, with forestry activities being reviewed quarterly by a 
management committee of elected Councillors.   

 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. 

 

Loans, Advances and Guarantees   
 

Nature of Investment 

3.33 The Council is not a lender and therefore is not generally involved in 

providing loans or advances. 

 
Rationale for Holding Investment 

3.34 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. 

 

3.35 Council sets the criteria to apply for any other loans or advances as 

they are granted.  It is normal that Council secures loans and 

advances against the assets of the organisation and obtains 

guarantees where appropriate.   

 
Disposition of Revenue 

3.36 Generally these loans are to the benefit the local community and not 
for financial investment purposes.  As such these loans are usually 
interest free.  Any revenue would be applied to reduce external debt 
or offset general rates. 

  
 Risk Management 

3.37 Council reviews performance of its loan advances on a regular basis 

to ensure strategic and economic objectives are being achieved. 
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Internal Loans  
 

Nature of Investment 

3.38 Council may utilise surplus funds for the purposes of internal 

borrowing.  Internal borrowing forms a part of the overall mix of 

Council investments. 

 
Rationale for Holding Investment 

3.39 Internal loans are to encourage business managers to be prudent 

with their expenditure and/or to provide funding of capital expenditure.  

It rewards managers who stay within their limits and charges those 

who overspend. 
 

Disposition of Revenue 

3.40 At present no income is derived from internal loans as reserve 
balances currently net out.  If income is derived the income is to 
reduce external debt or offset against general rates. 
 

Risk Management 

3.41 Internal loans shall be managed as corporate debt, with interest rates 

to be reviewed annually by Council having regard for the 5-10 year 

government bond rates and the overall return sought from Council's 

total investment portfolio. 

 

Treasury Investments 
 

Nature of Investment 

3.42 To provide the ability to utilise a range of financial investments not 

already specified in this policy.   
 

Rationale for Holding Investment 

3.43 The Council maintains financial investments to: 
 Invest surplus cash and working capital funds. 
 Achieve the desired level of returns within acceptable risk 

parameters. 
 Invest amounts allocated to trust funds and special funds. 
 
Disposition of Revenue 

3.44 All interest income from Council’s treasury investments is included in 

the consolidated rating account. 
 

Risk Assessment and Management  

3.45 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 investments that it does hold 

should be low risk.  It also recognises that lower risk generally means 

lower returns.   

 

3.46 To provide the greatest benefit, Council utilises its surplus internal 

funds for internal borrowing to reduce external debt, thus effectively 

reducing net interest costs.   

 

3.47 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.   

 

3.48 To avoid undue concentration of exposures, treasury 

investments/financial instruments should be used with as wide a 

range of counterparties as practicable.  Transaction notional and 

principal sizes and maturities should be well spread where possible. 
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3.49 Within the above credit constraints, Council also seeks to: 

 Ensure investments are liquid. 

 Maximise investment return. 

 Manage potential capital losses due to interest rate 

movements. 

 

3.50 The above objectives are captured in the following investment 

framework Interest Rate Risk Management. 
 

 Credit Risk Management 

3.51 Credit risk is minimised by placing maximum limits for each broad 

class of non-Government issuer and by limiting investments to 

registered banks, bonds issued by institutions with appropriate 

investment grade from a recognised rating agency, local authority 

bonds, and other financial institutions which are within prescribed 

limits. 

 

Liquidity Risk Management 

3.52 Liquidity risk is minimised by ensuring that all investments must be 

capable of being liquidated in a readily available secondary market. 

 
Interest Rate Risk Management 

3.53 Council aims to minimise the risk of default and variability of interest 

rates.  It does this by: 

 Ensuring that investments are made with entities that have at 

least a strong capacity (A-) rating from Standard and Poor’s 

or equivalent rating in Fitch or Moodys. 

 Limiting total exposure to prescribed amounts. 
 Monitoring compliance against set limits. 

 
3.54 Based on Standard and Poor’s rating, investments are to be spread 

as follows: 

 

 

 
 

Authorised Asset 
Classes  

Overall Portfolio Limit as a Percentage of the Total 
Portfolio 

Approved Financial Market Investment Instruments 
(must be denominated in NZ dollars) 

Credit Rating Criteria - Standard and Poor’s (or 
Moody’s or Fitch equivalents)  

Limit for each issuer subject to overall portfolio 
limit for issuer class  

$ 

New Zealand 
Government    

100%  Government Stock 

 Treasury Bills 

Not Applicable Unlimited 

Rated Local 
Authorities  

70%  Commercial Paper  

 

 

 Bonds/MTNs/FRNs 

 

Short term S&P rating of A1 or better 

 

Long term S&P rating of A- or better 

Long term S&P rating of A+ or better 

Long term S&P rating of AA or better 

3.0M 

 

2.0M 

3.0M 

5.0M 

Unrated Local 
Authorities  

50%  Commercial Paper  

 

 Bonds/MTNs/FRNs 

Not Applicable 2.0M 

 

2.0M 

New Zealand 
Registered Banks 

 

100%  Call/Term Deposits/Bank Bills/Commercial Paper 

 Bonds/MTNs/FRNs 

Short term S&P rating of A1 or better 

 

Long term S&P rating of A- or better 

Long term S&P rating of A+ or better 

10.0M 

 

3.0M 

5.0M 
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State Owned 
Enterprises 

 

 

50%  Commercial Paper  

 

 Bonds/MTNs/FRNs 

 

Short term S&P rating of A1 or better 

 

Long term S&P rating of BBB+ or better 

Long term S&P rating of A+ or better 

3.0M 

 

1.0M 

3.0M 

Corporates *  50%  Commercial Paper 

 

 Bonds/MTNs/FRNs 

 

Short term S&P rating of A1 or better 

Long term S&P rating of A- or better 

Long term S&P rating of A+ or better 

Long term S&P rating of AA or better 

2.0M 

1.0M 

2.0M 

3.0M 

Financials*  30%  Commercial Paper 

 

 Bonds/MTNs/FRNs 

 

Short term S&P rating of A1 or better 

 

Long term S&P rating of A- or better 

Long term S&P rating of A+ or better 

Long term S&P rating of AA or better 

2.0M 

 

1.0M 

2.0M 

3.0M 

Building Societies  20%  Call and Term Deposits  To be individually approved by Council  3.0M 

 
 
 
 
 
3.55 Credit ratings are as determined by Standard and Poor’s, or equivalent 

rating.  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. 

 

3.56 Short term investments (less than six months at the time of inception) 

shall be benchmarked against the ANZ 90 day bank bill index and that 

the comparison should be done on a quarterly basis.  Long term 

investments (more than six months at the time of inception) shall be 

benchmarked against the ANZ A Grade Corporate Bond Index and the 

comparison shall be done on a quarterly basis.  Compliance with the 

benchmarking standard is not required if the nominal value of either 

short term investments is less than $5M or long term investments is less 

than $5M. 
 

 

 

 Foreign Exchange 

3.57 Council has foreign exchange exposure through the occasional foreign 

exchange transactions that Council may undertake such as plant and 

equipment. 

 

3.58 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. 

 

3.59 Council does not borrow or enter into incidental arrangements within or 

outside New Zealand in currency other than New Zealand currency. 
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Procedures for Management and Reporting 

 
Cash Management 

3.60 The finance function is responsible for managing the Council’s cash 

surpluses and/or deficits. 

 

3.61 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 

borrowing requirements.  Individual business units within the Council do 

not maintain separate bank accounts.   

 

3.62 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 Senior Accounts Payable Officer and the Debtors’ Officer. 

 

3.63 Generally cash flow surpluses from timing differences are available for 

periods less than 90 days. 

 

3.64 Cash management activities must be undertaken within the following 

parameters: 

 An optimal daily range of zero 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 within limits specified in Table 1. 

 The Council has a committed bank overdraft facility with a limit 

of $5,000,000 for working capital purposes which is used on an 

operational basis. 

 Council also has the option of raising finance by issuing 

debentures pursuant to a Debenture Trust Deed entered into 

with Perpetual, should this provide a more attractive financing 

option than bank funding. 

 The use of interest rate risk management on cash management 

balances is not permitted. 

 

Internal Controls 

3.65 The Council's systems of internal controls over investment activity 

includes adequate segregation of duties among the core investment 

functions of deal execution, confirmation, settling and 

accounting/reporting.   

3.66 There are a small number of people involved in investment 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 investment 

 activity. 

 Regular management reporting. 

 Regular operational risk control reviews by an independent 

 audit function. 

 Organisational, systems, procedural and reconciliation controls  to 

ensure: 

(a) all investment 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. 

 

3.67 More specifically, key internal 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. 

 Reconciliations - general bank reconciliation is performed daily 

and monthly by the Debtors’ Officer and checked by the 

Transactional Accountant. 
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Reports 

3.68 The following reports are produced to monitor cash management and 

investment activity: 
 

Report Frequency Prepared By Recipient 

Cashflow Daily Senior Accounts 
Payable Officer 

Transactional 
Accountant 

Renewal 
Investment 

Monthly Senior Accounts 
Payable Officer 

Financial 
Accountant 

Operating 
Investment 

Monthly Senior Accounts 
Payable Officer 

Financial 
Accountant 

 
3.69 Additionally, a quarterly report is compiled containing the following key 

details of both short term and long term investments.   
 Total nominal value of portfolio. 
 Weighted average interest rate. 
 Comparison with a benchmark portfolio (if applicable). 
 Asset class profile (graphically illustrated). 
 Credit profile (graphically illustrated). 
 Maturity profile (graphically illustrated). 
 Duration measurement. 
 A statement of policy compliance. 
 Details of any exception reports. 

 
 Delegated Authorities 

3.70 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. 

 
3.71 Notwithstanding Clause 32 (1) (c), Schedule 7 the power to borrow 

money, or purchase or dispose of assets, other than in accordance with  
the LTP remains the sole responsibility of the Council.   
This responsibility cannot be delegated. 
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3.72 The Investment Policy related delegations are below. 

 
Activity Delegated to Limits 

Approve and amend 
policy document 

Council Unlimited 

Open/close bank 
accounts 

Group Manager Corporate and 
Financial Services with advice 
given to Chief Executive 

Unlimited 

Approve authorised 
cheque/electronic 
signatory positions 

Chief Executive Unlimited 

Investment 
management 

Chief Executive/ 
Group Manager Corporate and 
Financial Services (delegated 
by Council) 

Subject to 
policy 

Interest rate 
management 

Chief Executive/ 
Group Manager Corporate and 
Financial Services (delegated 
by Council) 

Subject to 
policy 

Cash management Chief Executive/ 
Group Manager Corporate and 
Financial Services (delegated 
by Council) 

Subject to 
policy 

Approving transactions 
outside policy 

Council Unlimited 

Approving allowable risk 
management 
instruments 

APAC Committee Unlimited 
subject to 
legislative 
limitations 

Maximum daily 
transaction amount 
(approved investment, 
cash management, 
interest rate risk 
management) 

Council 
Chief Executive 
Group Manager Corporate and 
Financial Services (delegated 
by Council) 

Subject to 
policy 

Ensuring compliance 
with policy 

Group Manager Corporate and 
Financial Services (delegated 
by Council) 

N/A 

 
 

 Local Government Funding Agency Limited (LGFA) 

3.73 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 become and 

remain viable, meaning that it continues as a source of debt 
funding for the Council. 

3.74 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. 

 
3.75 If required in connection with the investment, Council may also 

subscribe for uncalled capital in the LGFA. 
 
4. LIABILITY MANAGEMENT 
 
 Introduction 

4.1 This Liability Management Policy has been prepared pursuant to of 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.   

 

4.2 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. 

 

4.3 Total debt levels are determined through Council’s LTP and Annual 

Plans.  Council approves this borrowing requirement for each financial 

year in the Annual Plan or LTP or by later resolution during the year. 
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 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 relationships and Council general borrowing 
profile in the local debt and, if applicable, capital markets, so 
that Council is able to fund itself appropriately at all times.   

 Control Council 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.   

 

4.4 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 

4.5 Council’s borrowing limits are: 

 Net external debt not to exceed 150% of total revenue. 
 

Interest Rate Exposure 

4.6 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 

 
4.7 The interest rate exposures of Council shall be managed according to 

the parameters detailed in the following table and shall apply to the 
projected core debt of Council.  Core debt is defined as that contained 
in the Annual Plan or as otherwise determined by the Group Manager 
Corporate and Financial Services. 

 

. 

 

Fixed Rate Hedging Percentages 

Term 
Minimum 

Fixed Rate Amount 
Maximum 

Fixed Rate Amount 

0 - 2 years 50% 100% 

2 - 5 years 25% 80% 

5 - 10 years 0% 60% 
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4.8 ‘Fixed rate’ is defined as any debt that has an interest rate reset beyond 

three months. 

Interest Rate Risk Management 

4.9 To manage the interest rate risk associated with its debt Council may 
use the following interest rate risk management instruments.   
 Interest rate swaps.   
 Swaptions. 
 Interest rate options. 
 Interest rate collar structures but only in a ratio of 1:1. 
 Forward rate agreements.   

 

4.10 Any other financial instrument must be specifically approved by the 

Chief Executive and Group Manager Corporate and Financial Services 

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. 

 

4.11 Prudent selection of funding instruments and mix will help the Council 

achieve its low debt servicing costs and risk minimisation objectives.  

Selling interest rate options for the primary purpose of generating 

income is not permitted, because of its speculative nature. 

 

4.12 Selling interest rate options for the primary purpose of generating 

premium income is not permitted because of its speculative nature. 

 
 Liquidity and Funding Risk Management 

4.13 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. 

 

4.14 The Council will strive to ensure the timely availability of funds to 

 meet the Council’s various expenditure needs, preferably without 

incurring penalties or holding unnecessary cash reserves.   

 
4.15 To avoid a concentration of debt maturity dates Council will, where 

practicable, aim to have no more than 50% of debt subject to 
refinancing in any 12 month period. 

4.16 The Council shall aim to maintain committed funding lines of not less 

than 105% of projected core debt. 

 
 Credit Exposure 

4.17 The Council may only enter into interest rate risk management 

transactions with New Zealand Registered Banks which have a 

minimum Standard and Poor’s long term credit rating of ‘A+’ or 

Moody Investors’ Service or Fitch Ratings equivalents. 

 
Debt Funding 

4.18 The Council may obtain funding utilising the following methods: 
 Bank debt from New Zealand Registered Banks which have a 

minimum Standard and Poor’s long term credit rating of ‘A+’ or 
the Moody Investors Service or Fitch Ratings equivalents.   

 Capital markets issuance comprising Commercial Paper, Fixed 
Rate Bonds, Medium Term Notes and Floating Rate Notes.   

 From the Local Government Funding Agency. 

 

4.19 The 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 its investors and financial institutions.  To this end it 

is the Council’s intention to seek and maintain a strong balance sheet 

position. 

 

4.20 The 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.   
 

Debt Repayment 

4.21 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. 

 

4.22 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 
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reviewed periodically by Council with a view to repaying debt, or for 

funding capital projects. 

 

4.23 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. 

 
Security 

4.24 It is Council’s general policy to offer security for its borrowing by way of 

negative pledge or a charge over its rates. 

 

4.25 In the normal course, the Council’s policy is not to offer security over 

any of the other assets of the Council.  However: 

 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. 

 

4.26 The Council may decide to offer security over the asset. 

 

 Benchmarking 

4.27 That for performance measurement purposes the actual borrowing 
performance of the Council shall be compared with the following 
external benchmark which is predicated off the midpoints of the risk 
control bands contained in the ‘Fixed Rate Hedging Percentages’ table 
contained in Section 2 of this review. 

 25.0% Average 90 day bank bill rate for the reporting month. 

 12.5% Average one year swap rate for the reporting month. 

 12.5% Average one year swap rate for the reporting month,  
  one year ago. 

 12.5% Average three year swap rate for the reporting month. 

 12.5% Average three year swap rate for the reporting month,  
  three years ago. 

 12.5% Average seven year swap rate for the reporting month. 

 12.5% Average seven year swap rate for the reporting month,  
  seven years ago. 

4.28 Compliance with the benchmarking standard is not required if Council’s 
nominal debt levels are less than $10M.   

 

Reporting 

4.29 A quarterly report is compiled which contains the following key details 
of Council’s debt and hedging profile:  
 Total debt facility utilisation, including bank sourced debt, 

capital markets issuance and LGFA funding. 
 Interest rate hedging profile against percentage hedging limits 

(graphically illustrated).   
 New interest rate hedging transactions completed. 
 Weighted average cost of funds. 
 Performance measurement. 
 A statement of policy compliance. 

4.30 Details of any exception reports including remedial action taken or 

intended to be taken. 

 

LGFA 

4.31 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. 
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Internal Loans 

4.32 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. 

 

4.33 The term of any internal loan shall not be more than 25 years and will be 

set after taking into account the ability to pay of the ratepayers affected, 

alternative uses of the funds and the life of the assets to be funded.   

All terms of internal loans will be subject to review during the course of 

the loan. 

 

4.34 The interest to be applied to internal loans for any given year will be 

determined in late November/December of the preceding year as part of 

Council’s LTP or Annual Plan assumptions.  The method of calculation 

and the rate will be resolved at this time by Council and will consider 

Council’s present and future financial position as well market conditions.  

It is permitted to apply rates of interest below that in specific cases, after 

taking into account fairness and equity.   
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Draft Remission and Postponement of Rates Policy 
Record No: R/17/1/1027 
Author: Robyn Rout, Policy Analyst  
Approved by: Anne Robson, Chief Financial Officer  
 

☐  Decision ☒  Recommendation ☐  Information 
 

    

 

Purpose 

1 This report presents the draft Remission and Postponement of Rates Policy for the  
Finance and Audit Committee’s (the Committee’s) consideration.  If approved, the draft 
Policy will be used for public consultation in accordance with the section 82 of the  
Local Government Act (the Act) from 18 March until 21 April 2017. 

Executive Summary 

2 The Remission and Postponement of Rates Policy specifies the circumstances where 
the Council will consider remitting or postponing rates.  The Policy aims to:
 provide financial assistance and support to ratepayers where it is reasonable; 

 address possible rating anomalies; and 

 provide Council with the ability to act reasonably in administering its rating powers 
and policies. 

3 The only significant change to the Policy is the inclusion of remission of rates for natural 
disasters and emergencies.  Discussion is also included in the report on other areas that 
Councils include in their policies for your information and consideration.  The remaining 
changes in the draft Policy attached are clarification of the supporting documentation 
required and the applicable remission periods for each of the remission and postponement 
categories.  The responsibilities and financial limits in the roles and responsibilities schedule 
have also been clarified.    
 

4 This report seeks the Committee’s approval to release the draft Remission and 
Postponement of Rates Policy for public consultation.  If approved, these documents will be 
used for public consultation in accordance with section 82 of the Act from 18 March until  
21 April 2017.  
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Recommendation 

That the Finance and Audit Committee: 

a) Receives the report titled “Draft Remission and Postponement of Rates Policy” 
dated 1 March 2017. 

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) Approves the draft Remission and Postponement of Rates Policy for release for 
public consultation. 

e) Undertakes consultation in accordance with section 82 of the Local 
Government Act 2002 from 18 March until 21 April 2017.  

 

 
Content 

Background 

5 A review of Council’s Remission and Postponement of Rates Policy has been undertaken in 
preparation for the Long Term Plan 2018-28. The Policy outlines several categories where 
Council may grant remission or postponement of rates, and it gives detail on the conditions 
and criteria under which applications will be considered.   

6 Other than the addition of a proposed remission of rates for natural disasters and 
emergencies and a specific clause relating to remission on individual properties subject to a 
significant fire, the remaining changes to the Policy (marked in red in Attachment A) are not 
significant and seek only to clarify the content of the Policy as well as align the Policy to 
current roles and processes within Council.  

Issues 

7 Categories of Remission and Postponement:  Council has considerable discretion in the 
application of rates remission and postponement. Council may wish to take the opportunity to 
consider whether all categories of exemption and postponement should continue to be 
applied.  

8 At the SOLGM Rating Forum in late 2016, a review was undertaken of the majority of 
Council’s rates remission policies. In summarising the findings, Council’s current Policy 
includes the majority of other councils’ relevant remissions.  Upon reflection of this high level 
review and an examination of a number of other Council’s policies, Council staff are 
proposing that the following additional category be included in the draft policy: 

 Remission of rates for natural disasters and emergencies - given the significant 
impact of the Christchurch and Kaikoura earthquakes on the communities in recent 
years, it is appropriate that Council address this in the review of the Policy.  
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Currently 34 of the 60 Council’s policies reviewed include allowance for natural 
disasters and/or emergencies. 

9 Staff have also amended the Remission of Rates in exceptional circumstances to include a 
specific clause in relation to individual rating units which are subject to a fire which limits their 
ability to be occupied or used for an extended period.   

10 Additionally the review of other policies indicated a number of remissions that exist which 
Council do not currently allow.  The below are a sample of relevant remission clauses that 
Council may wish to consider:   

 Development of land - to encourage development, where one parcel of land with 
separate valuation assessment numbers or titles, in common ownership only pays 
one set of Uniform Annual General Charges (ie a subdivision where sections are 
available for sale).  

 Restoration of heritage buildings - to encourage preservation of the District’s heritage 
by encouraging the maintenance and restoration of historic buildings. 

 Earthquake-prone building strengthening - to encourage compliance with earthquake-
prone building requirements and keep the community safe by allowing remission 
during the period the strengthening work is being undertaken. 

 Business/Economic development - to promote employment and economic 
development by assisting new businesses or expanding existing businesses. 

 Unusable/Landlocked land - land which has become unusable as a result of a natural 
disaster (ie erosion, inundation etc), or land that has no reasonable access via sea or 
other property. 

 Council owned properties - consider if we should be charged and pay rates on the 
properties owned by Council.  Some are recoverable from revenue sources other 
than rates ie: those charged on community housing are recovered from rentals, 
service rates charged on community centres, toilets etc are technically an increase in 
rates to repay rates.  Technically by Council paying rates to itself it the reported cost 
of activities is more accurate. 

11 A sample of policy statements from other councils will be tabled at the meeting to assist you 
with considering the whether the above remission categories are appropriate for Council to 
consider implementing.  If the Committee opt to consider addition of any of the above 
categories to Council’s Policy, further investigation and analysis will be required by staff in 
order to develop the Policy further and consider the potential financial impact.   

12 Changes to application process:  The draft Policy has been updated to clarify the supporting 
documentation required to make an application for remission or postponement as well as 
specify the period of remission or postponement. 

13 Delegations:  The draft Policy gives rise to a number of delegations.  These are set out in 
Clause 6.  Titles have been updated to reflect the current roles, and the responsibilities.  
Historically, there has been no financial limit set for Council staff to remit rates and penalties.  
The Policy has been updated to include a limit of $100 for Finance Officers and $5,000 for 
the Finance Manager, per request.  Any remission greater than $5,000 will be required to be 
approved by the Chief Financial Officer.  The Finance Manager has been given delegated 
authority to set remission guidelines for finance officers to apply. 
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Factors to Consider 

Legal and Statutory Requirements 

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

15 The Local Government (Rating) Act 2002 (Section 85) states: 

(1) A local authority may remit all or part of the rates on a rating unit (including 

penalties for unpaid rates) if— 

(a) the local authority has adopted a rates remission policy under section 109 of 

the Local Government Act 2002; and 

(b)  the local authority is satisfied that the conditions and criteria in the policy are 

met. 

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

17 This Policy is being reviewed as a result of a requirement of the Local Government Act 
(2002) (Section 109 (2A)) which states that the Policy must be reviewed at least once every 
six years using a consultation process. 

18 Council has a substantial amount of discretion to grant a remission or postponement of all or 
part of a ratepayer’s rates under the Local Government (Rating) Act 2002.  The draft Policy 
complies with the requirements of the Act.  Council could choose to reconsider the 
categories of remission and postponement to exclude some categories.  

Community Views 

19 Criteria used in the draft Policy are also consistent with a number of other local authorities 
throughout New Zealand.  Council has not undertaken further engagement regarding this 
issue because it has not removed existing categories of remission or postponement and 
because the financial impact of this issue is relatively minor.  

Costs and Funding 

20 There are no costs associated with implementing the draft Policy.  

21 Currently, the financial value of remitted and postponed rates is low and the number of 
ratepayers granted remissions and postponements is small.  This is unlikely to change if the 
draft Policy is adopted.  

Policy Implications 

22 This Policy does not need to be included in the Long Term Plan 2018-2028 and will not be 
included in the consultation document for the Long Term Plan.  Consultation will occur 
through a separate parallel process along with other council policies which are currently 
being reviewed. 

Analysis 
Options Considered 

23 The Finance and Audit Committee could choose either of the following options: 

24 Option 1:  Adopt the draft Policy which includes a remission of rates for natural disasters or 
emergencies (subject to any changes approved at this meeting); or 

25 Option 2:  Continue to apply the existing Policy.  
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Analysis of Options 

Option 1 - Adopt the draft Policy which includes a remission of rates for natural 
disasters or emergencies (subject to any changes approved at this meeting) 

Advantages  Disadvantages  

 Achieves legislative compliance; 
 Informs ratepayers of when applications may be 

granted; 
 Provides a decision making framework for staff; 
 Ensures consistency in Council’s approach to 

applying remissions and postponements;  
 Increases the alignment of Southland District 

Council’s practices with those of other local 
authorities throughout New Zealand; and 

 Limits opportunities for complaints or appeals by 
limiting staff discretion in granting or declining 
applications. 

 There are no disadvantages to this 
option as there is no cost involved 
and no categories of 
postponement or remission have 
been removed.  

Option 2 - Continue to apply the existing policy 

Advantages  Disadvantages  

 Achieves legislative compliance; 
 Informs ratepayers of when applications may 

be granted; 
 Provides a decision making framework for staff. 

 Does not include allowance for 
remission of rates for natural 
disasters or emergencies. 

 Delegations are out of date. 
 May give rise to opportunities for 

complaints or appeals as some 
conditions and criteria and 
remission periods are not 
stipulated.  

Assessment of Significance 

26 This issue has not been assessed as significant because the draft Policy does not exclude 
any of the existing categories of remission.  Further, the financial impact of this issue is minor 
as is the number of ratepayers likely to be affected.  

Recommended Option 

27 The recommended option is for the Finance and Audit Committee to recommend the draft 
Remission and Postponement of Rates Policy (Attachment A) for adoption by Council.  

Next Steps 

28 If the Finance and Audit Committee endorses the draft Policy for release for public 
consultation in accordance with Section 82 of the Act, the public will be able to make 
submission on the draft Policy from 18 March until 21 April 2017.  

29 After receiving all submissions, the Committee will then be able to recommend that Council 
adopts the Remission and Postponement of Rates Policy, with any desired amendments. 

Attachments 

A  Draft Remission and Postponement of Rates Policy ⇩      
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REMISSION AND POSTPONEMENT OF RATES POLICY 
 
 

1 .  PURPOSE 
 

Where it is considered fair and reasonable to do so, Southland District Council can 
grant a remission or postponement of certain rates.  This policy specifies the 
circumstances under which rates will be considered for remission or postponement.  
The objectives of the policy are to: 

 Provide financial assistance and support to ratepayers where it is reasonable 
 to do so. 

 Address rating anomalies. 

 Provide Council with the ability to act reasonably in administering its rating 
powers and policies. 

 Address other objectives as detailed in this policy.   
 

Southland District Council’s Remission and Postponement of Rates Policy has been 
developed in accordance with Sections 85 and 87 of the Local Government (Rating) 
Act (2002), and Sections 102(2), 109 and 110 of the Local Government Act (2002). 

 
 
2 .  DEFINITIONS AND ABBREVIATIONS 

 

Term Meaning 

Service Rates  Rubbish and Recycling Bins. Water and 
wastewater rates and loan charges. 

Sports Associations Sports associations include societies, clubs 
or association of persons (whether 
incorporated or not) for games or sports, 
except galloping races, harness races, or 
greyhound races. 

 
 
3 .  BACKGROUND 

 
This policy is being updated for release in conjunction with the 10 Year Plan  
2018-2028.  The current policy provides additional clarity regarding the conditions 
and criteria under which rates will be remitted or postponed.   

 
 
4 .  POLICY DETAILS 
 
4.1  Rating of small community and sports associations with liquor licences 
 

Council recognises the contribution that community, sports and other community 
associations make to their community and acknowledges that small associations may 
have limited financial resources.   
 

Providing rates remission to small community and sports associations facilitates the 
ongoing provision of non-commercial recreational opportunities and makes 
participation accessible to our communities. 
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4.1.2  Conditions and criteria 
 

Community and sports associations that hold a liquor licence may apply for partial 
remission of rates (other than services rates) as follows: 

• Community and sports associations with a membership of up to 75 full time 
member equivalents shall be entitled to a 25% remission. 

• Community and sports associations with a membership of not less than 75 
and no greater than 100 full time member equivalents shall be entitled to a 
12.5% remission. 

• This policy applies to land owned by Council or owned and occupied by a 
charitable organisation, which is used exclusively or principally for sporting, 
recreation, or community purposes other than galloping races, harness races 
and greyhound races.   

• This policy does not apply to organisations operated for private pecuniary 
profit.   

• The sporting club or organisation must hold the liquor licence as an incidental 
activity to the primary purpose of occupancy.   

• Any restaurant, bar and gaming machines areas for Chartered Clubs are 
excluded from this remission and will be rated at the full commercial rating.   

• The sporting club or organisation will be required to complete a yearly 
statutory declaration on or before 31 March, confirming that it meets the 
conditions and criteria under the policy. 

 

In all cases, land that is used for the private pecuniary profit of any members of the 
society or association shall not be eligible for a rates remission.   
 

4.2  Community facilities owned by persons, general clubs, societies or 
associations 

 

Council owned public halls are not liable for rates under Schedule 1 of the  
Local Government (Rating) Act (2002).  However, in addition to Council owned halls, 
there are a variety of organisations who own public halls, libraries, museums, art 
galleries or other similar institutions which provide a benefit to the community as a 
whole.  This policy provides for 100% rates remission (with the exception of service 
rates) for these organisations. 
 
Part 2, of Schedule 1 of the Rating Act also provides for 50% rates remission (with 
the exception of services rates) in respect of land owned or used by: 

•   A society incorporated under the Agricultural Pastoral Societies Act (1908), 
or 

•  A society or association (whether incorporated or not) for games or sports, 
except galloping races, harness races or greyhound races, or 

•  A society or association (whether incorporated or not) for the purpose of the 
arts.   
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4.2.1  Conditions and criteria 
 
Rating unit(s) owned by a ratepayer other than Council and used for a public hall, 
library, museum, art gallery, or other similar institution may apply for a 100% 
remission on all rates other than service rates on that rating unit.  Applications for 
remission will be considered if: 

 Community facilities do not operate for private pecuniary profit.   

 Community facilities do not receive any funding from government agencies or 
have any contracts for fee for service with government agencies.  
Community facilities which are rated for by Council are not considered to 
receive government funding under this policy.   

 Community facilities operate on a voluntary basis and have no full-time or 
part-time paid employees or contractors operating in this capacity.   

 
Applications for a 50% rates remission will be considered if the land is owned or used 
by: 

•  A society or association of persons (whether incorporated or not) for the 
purpose of any branch of the arts; 

•  A society incorporated under the Agricultural and Pastoral Societies Act 
(1908) as a showground or place of meeting; or  

•  A society or association of persons (whether incorporated or not) for games 
or sports, except galloping races, harness races, or greyhound races. 

 
The 50% remission is on all rates other than service rates on that rating unit.  
Under the Local Government (Rating) Act (2002) Schedule 1, Part 2, land used for 
the private pecuniary profit of any members of the society or association is excluded 
from this form of remission.  If the land is subject to a licence under the Sale and 
Supply of Alcohol Act 2012  it is not eligible for this form of remission. 

 
4.3    Remission of penalties 
 

Penalties applied to outstanding rates instalments and the amount outstanding at the 
end of each financial year may be applied in accordance with Sections 57 and 58 of 
the Local Government (Rating) Act (2002).  Southland District Council recognises 
that applying penalties may exacerbate financial hardship and that in some instances 
there may be a fair and reasonable explanation for delays in payment.   
 
Penalties may be remitted in accordance with Section 109 of the Local Government 
Act (2002) and Section 85 of the Local Government (Rating) Act (2002).  This policy 
provides for a discretionary right to remit total penalties on rates, or a portion thereof 
in circumstances which the Council considers it reasonable to do so. 

 
4.3.1  Conditions and criteria 

 
The practice of a penalty for non-payment of rates by due date is an accepted 
standard practice for local authorities and delay in mail delivery does not constitute 
justification for remission.  Remission of penalties will be considered under the 
following conditions and criteria. 
 

  

http://www.legislation.govt.nz/act/public/2002/0006/latest/link.aspx?id=DLM3339302
http://www.legislation.govt.nz/act/public/2002/0006/latest/link.aspx?id=DLM3339302
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Late payments 

A payment has been received after the date fixed for imposition of a late penalty 
charge, provided that none of the previous four instalments were similarly received 
late.   
 
Council has discretion to remit one instalment penalty in any one rating year for 
lateness where payment is made within five working days of the due date.  In such 
cases, consideration will be given to the history of payments by the ratepayer.   

 
Payment arrangement made for arrears 

Remission will be considered if a ratepayer makes satisfactory arrangements for 
regular and substantial reduction of arrears.  Remission will only occur if 
arrangements are fully met.  If arrangements are not met, penalties may be re-
applied.   

 
Significant family disruption 

Remission will be considered if a ratepayer provides sufficient information which, if 
considered genuine and if substantiated with reasonable excuse for late payment, 
would justify remission for late payment penalty charges.  Remission will be 
considered in the case of death, illness or accident of a family member.   
 
Missing payments 

Remission of one instalment penalty in any one rating year may be granted where it 
is considered that a cheque or credit card deduction slip may have gone missing 
through no fault of the ratepayer.  Applications to remit penalties under this section 
will only be considered providing the missed instalment is paid within seven days of 
the application. 
 
Payment misallocation 

Remission of instalment penalties may be granted where instalment payments have 
been received by Council and applied to an incorrect internal account. 

 
 Where payments are repeatedly receipted to incorrect internal accounts due to 

ratepayer action (such as internet banking errors), Council will advise the ratepayer 
of the correction necessary for future payments and may refuse to remit any further 
penalties for this reason. 

 
Penalties on Small Overdue Balances 
 
When a small balance which is uneconomical to collect is overdue, Council may 
write off the balance and penalties as it considers appropriate. 

 
4.4  Extreme financial hardship - remission of rates 
 

Southland District Council understands that some ratepayers face extreme financial 
hardship.  Section 109 of the Local Government Act (2002) and Section 85 of the  
Local Government (Rating) Act (2002) provides for the Council to remit part of the 
rates owing on the rating unit in cases of extreme hardship.  This policy allows for the 
remission of rates in cases of extreme financial hardship, due to any range of factors 
including, but not limited to illness and natural calamity. 
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4.4.1  Conditions and criteria 
 
Each application for remission due to extreme financial hardship will be considered 
on its own merits.  However, the following conditions and criteria must be met before 
any remission is granted:  

• The applicant must be the owner of the property;  

• The applicant must reside at the property and the property must be classified 
as residential.  Companies, trusts and other similar ownership structures of 
these properties do not qualify for this remission;  

• The ratepayer has no assets except a low value property upon which rates 
are owed and where the ratepayer relies on supplementary benefits;  

• The applicant must declare total household income and their total financial 
position;  

• Council must be satisfied that the ratepayer will not have sufficient funds 
remaining after the payment of rates, health care and normal living expenses.  
In considering the ratepayers position the Council may seek independent 
verification from a budget advisor or other agency working with the ratepayer. 

• Applications for remission of rates due to extreme financial hardship will be 
assessed independently from the Government Rates Rebate Scheme.  
The Council shall consider whether postponement of rates is a more suitable 
option.   
 

4.5 Rates remission for school sewerage charges  
 
This form of remission intends to provides relief and assistance to educational 
establishments that are subject to multiple pan charges for wastewater services as 
defined in the since repealed Rating Powers (Special Provision for Certain Rates for 
Educational Establishments) Amendment Act (2001). 
 

4.5.1  Conditions and criteria 
 
This part of the policy will apply only to educational establishments as defined in the 
repealed Rating Powers (Special Provision for Certain Rates for 
Educational Establishments) Amendment Act (2001).  The Policy does not apply to 
any school house, or any part of a school used for residential purposes. 
 
The calculated number of pans of any educational establishment in any one year 
subject to the relevant wastewater targeted rate will be the lesser of: 

• The actual number of toilet pans in the establishment; or 

• The notional number of toilet pans in the establishment.  The notional 
number is calculated as one pan per 20 pupils/staff.  A part thereof a notional 
pan will attract no charge. 

 

Once the number of pans has been established as per the above methodology, the 
charging regime to apply to these educational establishments will be the same as for 
commercial ratepayers with multiple pans.  That is a fixed amount per Separately 
Used or Inhabited Part of the education establishment will apply for the first two pans, 
with the third or more pans attracting a charge for each pan at 50 percent of the 
corresponding fixed amount. 
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4.6  Grants in lieu of remissions of rates 
 

Where the application for remission does not meet other criteria listed above for 
remissions, but there is a community benefit gained from providing a remission, the 
Council or the respective Community Board/Community Development Area 
Subcommittee or Committee of Council, may pay the rates on behalf of the 
ratepayer.   
 

4.6.1  Conditions and criteria 
 
 Where such an application is made to Council or the respective Community Board or 

Committee of Council the appropriate body of elected representatives may resolve to 
pay the rates on behalf of the applicant or pay a grant to the applicant for the amount 
of the rates. 

 
 Such applications will be considered on a case by case basis.  Applicants must 

demonstrate that rates cannot fairly and reasonably be expected to be funded from 
other sources and that providing a grant to fund rates will result in public benefit.   

 
 Any payments made as grants in lieu of remissions of rates shall be recorded as an 

expense against Council or the respective Community Board or Committee of 
Council. 

 
4.7  Remission of rates in exceptional circumstances 

 
Southland District Council recognises that there may be other instances where the 
collection of rates is not reasonable.  This policy allows for the remission of rates or 
penalties in exceptional circumstances on a case by case basis.   
 

4.7.1  Conditions and criteria 
 
Some criteria for consideration for remission of rates in exceptional circumstances 
include, but are not limited to instances where: 

 Adjustments are required to rates assessments that cannot then be collected 
under the Local Government (Rating) Act (2002). 

 Penalties are related to rates that have been remitted. 

 Collection of rates is uneconomic. 

There are special circumstances in relation to the rating unit, or the incidence of the 
rates (or a particular rate) assessed for the rating unit, which mean that the units 
rates are disproportionate to those assessed for comparable rating units. 

 
Where a rating unit has been completely destroyed by fire, Council may remit all or 
part of any rate or charge where it considers it fair to do so.  Application of the 
remission will apply from the first of the month following the fire. 
 
Council may of its own volition investigate and grant remission of rates or penalties 
on any land in the District.  Discretion to decide whether to grant a rates remission 
under this policy is delegated to the parties noted in Section 6 of this policy.   
 
Remissions approved under this policy do not set a precedent and will be applied for 
each specific event and only to properties directly affected by the event. 
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4.8 Remission of roading rates on other utilities with no primary address  
 
 Some rating units classified as ‘Other Utilities’ do not have a primary address.  

These rating units include infrastructure assets such as district water, wastewater 
and stormwater supply as well as utility and railway networks.  Because of the nature 
of these rating units, many have high capital value and no recorded land value. 

 
 Council will remit roading rates for these rating units because their capital values may 

not correlate with the demands they place on the roading network.  Further, these 
rating units supply services and infrastructure which benefit the community and 
district as a whole.  Council has taken the view that applying additional charges to 
these rating units is likely to result in costs being passed on to consumers. 

 
4.8.1  Conditions and criteria 
 
 To be considered for remission of the roading rate, rating units must: 

 be classified by Quotable Value as ‘Other Utilities’; and 

 have no primary address. 

 
4.9  Remission of rates for cancellation or reduction of wheelie bin service 
 
 Where a ratepayer cancels or reduces their wheelie bin service after they have been 

charged an annual rate, they may be eligible for a remission.  This form of remission 
reflects the part of the year where the service is cancelled or reduced.  A reduction in 
service refers to instances in which a ratepayer has elected to reduce the number of 
bins being collected during the year (eg moving from two to one). 

 
4.9.1    Conditions and criteria 
 
 To be eligible for this form of remission a ratepayer must inform Council of the 

cancellation or reduction in wheelie bin service.  This must be confirmed by Council’s 
contractor.   

 
 A remission will apply from the first day of the month after the wheelie bin has been 

returned to Council’s contractor.  Remissions will be automatically offset against the 
ratepayers account. 

 
4.10  Remission of rates for natural disasters and emergencies 
 
 In order to provide relief to ratepayers where a natural disaster or other type of 

emergency affects one or more rating units’ capacity to be inhabited, used or 
otherwise occupied for an extended period of time, Council may remit all or part of 
any rate or charge where it considers it fair to do so. 

 
4.10.1  Conditions and criteria 
 
 Individual events causing a disaster or emergency to a community or communities 

within our district are to be identified by Council resolution.  Council will determine the 
criteria for the remission at that time and those criteria may change depending on the 
nature and severity of the event and available funding at the time.   
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 Remissions approved under this policy do not set a precedent and will be applied for 
each specific event and only to properties directly affected by the event. 

 
4.11  Extreme financial hardship - postponement of rates 
 

Southland District Council recognises that the postponement (in total or part) of rates 
and/or penalties in cases of hardship may be the most appropriate course of action.  
This policy allows for the postponement of rates in cases of financial hardship where 
this is the most appropriate option.   
 

4.11.1  Conditions and criteria 
 
A ratepayer may apply for postponement of rates and/or penalties in cases of 
financial hardship, due to any range of factors including, but not limited to illness and 
natural calamity.  Each application for postponement due to financial hardship will be 
considered on its own merits.  When rates are no longer eligible to be postponed on 
the property, all postponed rates will be payable immediately.   
 
Postponement of rates due to financial hardship may be considered if:  

•  The ratepayer is the property owner.   

•  The property is used by the ratepayer as his or her permanent place of 
residence.   

•  The property is used solely for residential purposes.   

•  The ratepayer has not less than 25% equity in the property.   

•  The ratepayer provides a statutory declaration: 

- confirming that they do not own any other property or have a significant 

interest in a business or shares; 

- detailing the value of the ratepayers property insurance and the value of 

encumbrances against the property including mortgages and loans. 
 

A postponement fee shall be added to all postponed rates to cover, but not exceed 
the administrative and financial costs of postponement to Council.  
Postponement fees must be treated as part of the rates on a rating unit.  
Postponement fees will be set annually as part of the rates resolution. 
 
All postponed rates shall be registered as a charge on the land under the 
Statutory Land Charge Registration Act (1928).  No dealing with the land may be 
registered by the ratepayer while the charge is registered, except with the consent of 
Council. 

 
4.11.2  Process and period of postponement 

 
Rates may be postponed: 

 Until the death of the ratepayer. 

 Until the ratepayer ceases to own the rating unit. 

 For a specified period so defined by Council. 

 Until the postponed rates equate to 80% of the available equity in the 
property.   



Finance and Audit Committee 15 March 2017 
 

 

7.4 Attachment A Page 115 

 

 Until a date when the applicant/occupier ceases to use the property as his/her 
permanent place of residence; or to use the property solely for residential 
purposes. 

 
Rates postponement agreements shall not exceed six years, but the ratepayer may 
apply for a continuation of the postponement at the termination of the agreement. 
 
When an application for postponement is approved, the following provisions will 
apply:  

• Postponement will first apply in the year a completed application is received.   
The amount of rates postponed will not incur additional charges.   

• Instead of the Council requiring payment of the full annual rates bill in the 
year in which it falls due, the ratepayer will be required to pay to the Council 
an appropriate minimum amount determined by the Finance Manager.   

• Any rates postponed shall be registered as a charge on the land.   
 
Not less than once annually every ratepayer whose rates have been postponed 
under this policy, will be provided with a statement showing the total annual rates 
currently due.  This will be itemised to show year by year the total amount of the 
postponed rates and postponement fees. 
 
Following the end of the financial year, a schedule of rates postponed will also be 
provided to the Council (annually), listing all the properties for which rates 
postponements have been granted and which remain outstanding.   
 

4.11.3  Any part of postponed rates can be paid at any time 
 
The applicant may elect to postpone the payment of a lesser sum than that which 
they would otherwise be entitled to have postponed under this policy.  Any part of the 
postponed rates and/or any additional charges may be paid at any time.   
 
 

5.  MAKING AN APPLICATION  
 
Written applications for remissions or grants in lieu of rates must be made prior to the 
commencement of the rating year.  Applications received during a rating year will be 
applicable from the commencement of the following rating year.  Applications will not 
be backdated.  Applications for postponement of rates due to financial hardship can 
be made at any time. 
 
All decisions made under this policy by Council, Southland District Council staff and 
committees of Council are final.   
 
The following table outlines supporting documents which should accompany 
applications for remissions, postponement or grants in lieu of remission.  
Additional information may also be requested. 
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Application type 
Supporting documentation required and period 
of remission 

Small community and 
sports associations with 
liquor licences  

 A statement of objectives.   

 Financial accounts.   

 Information on activities and programmes.   

 Details of membership or clients.  

Remission ceases where a property is sold or 
ownership transferred or there is a change in 
operations.  Applicants are responsible for notifying 
Council if their circumstances and eligibility for 
remission change.  

Community facilities owned 
by persons, general clubs, 
societies or associations 

 Statement of objectives.   

 Constitution or Trust Deed.   

 Full financial accounts.   

 Information showing extreme financial hardship 
and operating position.   

 Information on activities and programmes.   

 Information on funding sources. 

Remission ceases where a property is sold or 
ownership transferred or there is a change in 
operations.  Applicants are responsible for notifying 
Council if their circumstances and eligibility for 
remission change. 

Remission of penalties As requested by delegated parties.    

Council staff determine the term of the remission 
based on the circumstances.  

Extreme financial hardship 
- Remission of rates 

Remission of rates, or a portion thereof, may only be 
made after the Finance Manager is satisfied of the 
ratepayer’s true financial position.  A review of the 
ratepayer’s financial records and commitments and a 
declaration from the ratepayer of their financial 
position should accompany any request made for this 
form of remission.   Applications must be re-
submitted on an annual basis.   

Remission of rates for 
school sewerage charges 

A written confirmation from the educational 
establishment of the number of pans or notional 
number of pans in the establishment.  A confirmation 
for the relevant calendar year must be received on or 
before 30 April each year.  Applications must be re-
submitted on an annual basis.   

Grants in lieu of remissions 
of rates 

Applications must state the reasons a grant is 
required and provide any supporting documentation 
appropriate.  Applications should include a review of 
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Application type 
Supporting documentation required and period 
of remission 

the ratepayer’s financial records and commitments.  
Applications must also detail the public benefit which 
would be gained from providing a grant in lieu of 
remitting rates.  Applications must be re-submitted on 
an annual basis. 

Remission of rates in 
exceptional circumstances 

Applications must be in writing and include evidence 
from the ratepayer of the exceptional circumstances, 
to a level that is considered satisfactory by the 
delegated party.  Applications must be re-submitted 
on an annual basis.  

Remission of roading rates 
on other utilities with no 
primary address 

Confirmation from the rating information database 
that the property is classified “other utilities”. 

Remission ceases when a property’s classification 
ceases to be “other utilities”. 

Remission of rates for 
cancellation or reduction of 
wheelie bin service 

Applications must be made verbally or in writing to an 
appropriate member of Council staff.  Confirmation of 
the bin being returned to the contractor or no longer 
available is required from the contractor before the 
remission will be applied.  Remissions apply from the 
first day of the month following the confirmation of 
the return to the contractor and apply until 30 June of 
the following year. 

Remission of rates for 
natural disasters and 
emergencies 

As requested by delegated parties.     

Applications must be re-submitted on an annual 
basis.   

Financial hardship - 
Postponement of rates 

Postponement of rates, or a portion thereof, may only 
be made after the Finance Manager is satisfied of the 
ratepayer’s true financial position. Written 
applications should include a review of the 
ratepayer’s financial records and commitments and a 
declaration from the ratepayer of their financial 
position.   
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6 .  ROLES AND RESPONSIBILITIES 
 

Party/Parties Roles and Responsibilities 

Southland District Council 
Water and Waste 
Department  

Staff from Southland District Council’s Water and 
Water and Waste Department are responsible for 
providing information to Finance Officers regarding 
remissions for rating units that have the capacity to 
be connected to water and sewerage systems, but do 
not have a physical connection.   

These staff will also advise when remissions for 
rubbish and recycling bins are required. 

Finance Officer The Finance Officers will have delegated authority to 
make decisions regarding the remission of rates and 
penalties up to $100 per request.   

The Finance Officers also have delegated authority to 
apply remission terms as stated in the appropriate 
finance guidelines.  

Finance Manager The Finance Manager has delegated authority to 
make decisions regarding the remission of rates and 
penalties up to $5,000 per request.   

The Finance Manager also has delegated authority to 
establish the appropriate remission guidelines.  
The Finance Manager also has authority to request 
any further information and documentation required 
to make a decision regarding the remission or 
postponement of rates or penalties.   

Chief Financial Officer The Chief Financial Officer has delegated authority to 
make decisions regarding the remission or 
postponement of rates and the application of 
postponement fees.   

Recommendations to Council regarding the 
calculation of postponement fees should be made by 
the Chief Financial Officer.   

Council, appropriate 
committee of Council, 
Community Board or 
Community Development 
Area Sub-committee 

Southland District Council, the appropriate committee 
of Council, Community Board or Community 
Development Area Subcommittee may consider 
applications relating to grants in lieu of rates 
remission. 

 
 
 
7 .   ASSOCIATED DOCUMENTS 
 

•  Remission and Postponement of Rates on Māori Freehold Land Policy. 

•  Local Government (Rating) Act (2002). 

•  Local Government Act (2002). 
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8 .  REVISION RECORD  
 

Date Version Revision 
Description 

To be confirmed 2018-2028 10 Year Plan r/16/10/17769 

20 May 2015 2015-2025 10 Year Plan r/15/6/10846 

 2012-2022 LTP Version r/13/8/11128  
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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 

Draft Early Payment of Rates 
Policy 

s7(2)(b)(ii) - The withholding of the 
information is necessary to protect 
information where the making 
available of the information would 
be likely unreasonably to prejudice 
the commercial position of the 
person who supplied or who is the 
subject of the information. 

 

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. 

Risk Register - Quarterly Update 
March 2107 

s7(2)(h) - The withholding of the 
information is necessary to enable 
the local authority to carry out, 
without prejudice or disadvantage, 
commercial activities. 

 

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. 

     

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

C8.1 Draft Early Payment of Rates Policy  

C8.2 Risk Register - Quarterly Update March 2107 

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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