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Cr A O’Leary 
Cr S Thomson 
Cr E Wilson 

Quorum: A majority of members (including vacancies) 
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Purpose:  

The Finance Committee is responsible for: 

1. Monitoring Council’s financial strategy, and financial performance against the Long Term Plan and 

Annual Plan. 

2. Determining financial matters within its delegations and Terms of Reference and making 

recommendations to Council on financial matters outside its authority. 

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

Terms of Reference: 

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

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

financial performance on services levels and rate payers’ value. 

3. To monitor deferred capital expenditure. 

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

a) financial management; 

b) revenue generation; and 

c) procurement and tendering.  

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

 

The Committee is delegated the following powers to act: 

• Approval of operating expenditure within the Long Term Plan or Annual Plan that exceeds the Chief 

Executive’s delegation, excluding expenditure which:     

▪ contravenes the Council’s Financial Strategy; or 

▪ significantly alters any level of service outlined in the applicable Long Term Plan or 

 Annual  Plan; or  

▪ impacts Council policy or practice, in which case the delegation is recommendatory 

 only and the Committee may make a recommendation to the Council for approval. 

• Approval of contractual and other arrangements for supply and services, and revenue generating 

contracts, which: 

o exceed the Chief Executive’s delegations, but 

o exclude contracts or arrangements that are reserved for the Council or another 

Committee’s approval. 

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

Management Policy). 

The Committee is delegated the following recommendatory powers: 

• To set the direction of Council’s Financial Strategy. 

• The Committee may make recommendations to Council. 
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• The Committee may make recommendations to other Committees. 

Recommendatory Oversight of Policies and Bylaws: 

• Funding Needs Analysis Policy 

• Investment and Liability Management Policy 

• Rates Remissions and Postponements Policy 

• Rating Policy 

• Revenue and Financing Policy 
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1 Apologies - Tono aroha 
   

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

3 Declaration of Interest - Tauaakii whaipaanga 
Members are reminded of the need to be vigilant to stand aside from decision making when a 
conflict arises between their role as an elected representative and any private or other external 
interest they might have.  

 

4 Public Forum - AAtea koorero 
As per Hamilton City Council’s Standing Orders, a period of up to 30 minutes has been set aside for 
a public forum.  Each speaker during the public forum section of this meeting may speak for five 
minutes or longer at the discretion of the Chair. 
 
Please note that the public forum is to be confined to those items falling within the terms of the 
reference of this meeting. 
 
Speakers will be put on a Public Forum speaking list on a first come first served basis in the Council 
Chamber prior to the start of the Meeting.  A member of the Council Governance Team will be 
available to co-ordinate this.  As many speakers as possible will be heard within the allocated time. 
 
If you have any questions regarding Public Forum please contact Governance by telephoning 07 
838 6727.  
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Committee: Finance Committee Date: 16 June 2020 

Author: Rebecca Watson Authoriser: Amy Viggers  

Position: Governance Advisor  Position: Governance Team Leader  

Report Name: Confirmation of the Open Finance Committee Minutes - 28 April 2020  

 

Report Status Open  

 

Staff Recommendation - Tuutohu-aa-kaimahi 

That the Committee confirm the Open Minutes of the Finance Committee meeting held on 28 April 
2020 as a true and correct record.  

Attachments - Ngaa taapirihanga 

Attachment 1 - Unconfirmed Open Finance Committee Minutes - 28 April 2020  
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Finance Committee 
Komiti Tahua 
OPEN MINUTES 

 
 
Minutes of a meeting of the Finance Committee held in Council Chamber, Municipal Building, Garden 
Place, Hamilton on Wednesday 28 April 2020 at 9:31am. 
 
PRESENT 

Chairperson 
Deputy Chairperson 
Members 
 
 
 
 
 
 
 
 
 
 
 
In Attendance: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Cr R Pascoe 
Cr Maxine van Oosten 
Mayor P Southgate 
Deputy Mayor G Taylor 
Cr M Bunting 
Cr M Forsyth 
Cr M Gallagher 
Cr R Hamilton 
Cr D Macpherson 
Cr K Naidoo-Rauf 
Cr A O’Leary 
Cr S Thomson 
Cr E Wilson 
 
David Bryant – General Manager Corporate 
Chris Allen – General Manager Development 
Jen Baird – General Manager City Growth 
Lance Vervoort – General Manager Community 
Sean Murray – General Manager Venues, Tourism and Major Events 
Eeva-Liisa Wright – General Manager Infrastructure Operations 
Blair Bowcott – Executive Director, Special Projects 
Tracey Musty – Financial Controller 
Christie Harger - Corporate Business Manager 
Emily Botje – Facilities Unit Manager 
Greg Carstens - Growth, Funding and Analytics Unit Manager 
James Clarke – Advisor to the Mayor 
Lance Haycock - Programme Manager, Capital Projects 
Liam Blackwell – Digital Specialist 
Mark Moonsamy - Programme Manager - Transport Improvement 
Nick Murphy - Program and Performance Team Leader 
Rebecca Whitehead - Business and Planning Manager 
Sarah Seel - PMO Manager 
Surya Pandey - Programme Manager City Wide Water 
Irene James - Finance & Commercial Director 
Dan Silverton - Communication and Engagement Advisor 
Andrew Parsons - Strategic Development Manager 
Muna Wharawhara - Amorangi Maaori 
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Governance Staff: 
 

Amy Viggers – Governance Team Leader 
Rebecca Watson – Governance Advisor 

 
 1. Apologies   
 Resolved:  (Cr Pascoe/Cr van Oosten) 

That the apologies for lateness from Mayor Southgate are accepted. 
 
2. Confirmation of Agenda 
 Resolved:  (Cr Pascoe/Cr van Oosten) 

That the agenda is confirmed. 

 
3. Declarations of Interest 

No members of the Committee declared a Conflict of Interest.  
 
4. Public Forum 

No members of the public wished to speak. 
   

5. Confirmation of the Open Finance Committee Minutes - 11 February 2020 

 Resolved:  (Cr Pascoe/Cr van Oosten) 

That the Committee confirm the open Minutes of the Finance Committee meeting held on 11 
February 2020 as a true and correct record.  

 
6. Chair's Report 

The Chair took the report as read.  He responded to questions from Committee Members 
concerning the budgeted spend on projects, debt to revenue ratio, the impact of Covid-19 on 
income streams and the current financial strategy.  

 
Resolved:  (Cr Pascoe/Cr Wilson)  

That the Finance Committee receives the report. 

 
Mayor Southgate joined the meeting (10.43am) during the above item.  She was present when the matter 
was voted on.  

 

 
The meeting adjourned from 11.31am to 11.43am. 

7. Capital Monitoring Report 

The General Manager Development spoke to the report, and gave an overview of the emerging 
issues noted in the report. Staff responded to questions from Committee Members concerning  
Borman Road West pedestrian facilities, Te Awa Cycleway closure and remediation works, tracking 
of the Covid-19 financial impact and the management of deferrals. 

Staff Action: Staff undertook to bring a report to a future Infrastructure Operations committee 
meeting concerning Borman Road West pedestrian facilities.  

Staff Action: Staff undertook to bring a report to the next Infrastructure Operations Committee 
meeting concerning options for the Te Awa Cycleway remediation works. 

 
Resolved:  (Cr Pascoe/Cr van Oosten) 

That the Finance Committee receives the report.  
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8. Annual Monitoring Report to 29 February 2020 

The Financial Controller introduced the report noting that the balancing the books and the 
accounting result were on track.  Staff responded to questions from Committee Members 
concerning personnel costs and job vacancies, CE cost savings and the impact of Covid-19 and how 
it could be included in future reports to the Committee.  

 
Resolved:  (Cr Pascoe/Cr van Oosten)  

That the Finance Committee receives the report. 

 

 
10. Quarter Two - Service Performance Measures 2019-20 

The Unit Manager Strategy and Corporate Planning spoke to the report, noting that two 
performance measures that would not be achieved. Committee Members asked questions 
concerning survey timings and results/data, the opportunity for the data to inform work of other 
Committees and how the targets/reporting categories are set via the Long Term Plan process. Staff 
advised that the report was originally written to be presented to the March 2020 Finance 
Committee meeting and was deferred to this meeting due to Covid-19. 

 
Resolved:  (Cr Wilson/Cr Bunting) 

That the Finance Committee receives the report. 

 
The meeting adjourned from 12.44pm to 1.33pm. 

 

9. Financial Strategy Monitoring Report (Recommendation to Council) 

The Corporate Business Manager provided an overview of the purpose of the report. She noted 
the key outcomes from the report including maintenance of a debt to revenue ratio below 230%.  

 
Resolved:  (Cr Pascoe/Cr  van Oosten 

That the Finance Committee receives the report. 

That the Finance Committee recommends the Council: 

a) approves capital movement of $17.4M from the 2019/20 Financial Year to future 
years as identified in the 28 April 2020 Capital Portfolio Monitoring Report; 

b) approves the significant forecast adjustments as set out in paragraphs 19 to 25 of this 
report; and 

c) approves the revised forecast Financial Strategy position for Debt to Revenue, Net 
Debt and Balancing the Books as set out in paragraphs 26 to 33 of this report. 

11. Contract Extensions for Contracts 10093, 09026A, 12021A and 18340 

The Facilities Unit Manager took the report as read. Staff responded to questions from Committee 
Members concerning the impact of contract sums on the Long Term Plan budget, when contracts 
may be retendered and Council’s procurement policy.  
 
Staff Action: Staff undertook to provide further information to Elected Members concerning 
sustainability standards included as part of the procurement policy.  
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Motion:  (Cr Pascoe/Cr Macpherson) 

That the Finance Committee: 

a) approves the extension of contract term for the following contracts: 

(i) Contract 10093 Facilities Glazing Maintenance and Associated Services to 30 June 
2021. 

(ii) Contract 13126 Carpark Licence Management Agreement to 30 June 2021. 

b) approves the extension of contract term and Approved Contract Sum for 

(i) Contract 09062A Facilities Electrical Maintenance and Associated Services 
extension of contract term to 30 June 2021 with an Approved Contract Sum of $5.7 
million. 

(ii) Contract 12021A Facilities Fire Security Services extension of contract term to 30 
June 2021 with an Approved Contract Sum of $3.3 million. 

c) approves the Approved Contract Sum for Contract 18340 Facilities Renewals and New Build 
Programme at $23 million. 

 

Amendment:  (Cr Gallagher/Cr Forsyth) 

That the Finance Committee: 

a) approves the extension of contract term for the following contracts: 

(i) Contract 10093 Facilities Glazing Maintenance and Associated Services to 30 June 
2021. 

(ii) Contract 13126 Carpark Licence Management Agreement to 30 June 2021. 

b) approves the extension of contract term and Approved Contract Sum for 

(i) Contract 09062A Facilities Electrical Maintenance and Associated Services 
extension of contract term to 30 June 2021 with an Approved Contract Sum of $5.7 
million. 

(ii) Contract 12021A Facilities Fire Security Services extension of contract term to 30 
June 2021 with an Approved Contract Sum of $3.3 million. 

c) approves the Approved Contract Sum for Contract 18340 Facilities Renewals and New Build 
Programme at $23 million noting that the provision of $10 million to cover new and 
unbudgeted works that may be brought forward to assist in Hamilton’s recovery can only be 
used if the works are further approved by the Council or appropriate Committee. 

 

The Amendment was put. 

 

Those for the Amendment:  Deputy Mayor Taylor, Crs Gallagher,  
Forsyth and Naidoo-Rauf 
 

Those against the Amendment:  Crs Pascoe, O'Leary, Macpherson, 
Thomson and van Oosten 

 
The Amendment was declared LOST. 

The Motion was then put and declared CARRIED. 
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Cr Bunting left the meeting (1.43pm) during the above item.  He was not present when the matter was 
voted on.  
 
Cr Wilson left the meeting (2.10pm) during the above item.  He was not present when the matter was voted 
on.  
 
Cr Naidoo-Rauf left the meeting (2.27pm) at the end of the above item. She was present when the matter 
was voted on. 

 

 
Cr Wilson re-joined the meeting (2.29pm) during the above item.  He was present when the matter was 
voted on.  

Resolved:  (Cr Pascoe/Cr Macpherson) 

That the Finance Committee: 

a) approves the extension of contract term for the following contracts: 

(i) Contract 10093 Facilities Glazing Maintenance and Associated Services to 30 June 
2021. 

(ii) Contract 13126 Carpark Licence Management Agreement to 30 June 2021. 

b) approves the extension of contract term and Approved Contract Sum for 

(i) Contract 09062A Facilities Electrical Maintenance and Associated Services 
extension of contract term to 30 June 2021 with an Approved Contract Sum of $5.7 
million. 

(ii) Contract 12021A Facilities Fire Security Services extension of contract term to 30 
June 2021 with an Approved Contract Sum of $3.3 million. 

c) approves the Approved Contract Sum for Contract 18340 Facilities Renewals and New Build 
Programme at $23 million. 

Cr Forsyth Dissenting. 

13. New Zealand Local Government Funding Agency Amendments 

The Financial Controller spoke to the report noting that change would enable Local Government 
Funding Agency to lend to Council Control Organisations. She responded to questions from 
Committee Members concerning the effect of the amendment on debt to revenue ratio, how 
Council Controlled Organisations would borrow and securities used against borrowing.  

 
Resolved:  (Cr Pascoe/Cr van Oosten) 

That the Finance Committee: 

a) receives the New Zealand Local Government Funding Agency Amendments report; 

b) authorises the Council’s entry into the documentation noted in this report; 

c) authorises the Chair and the Deputy Chair of the Finance Committee to execute the 
following deeds for the purposes of the recommendations (b) above; 

i. Amendment and Restatement Deed (Multi-issuer Deed); 

ii. Amendment and Restatement Deed (Notes Subscription Agreement); and 

iii. Amendment and Restatement Deed (Guarantee and Indemnity) 

d) authorises the Chief Executive to execute the Chief Executive Certificate and such other 
documents and take such other steps on behalf of Council as the Chief Executive 
considers it is necessary or desirable to execute or take to give effect to recommendation 
(b) above. 
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   12.  Resolution to Exclude the Public                  

 Resolved:                          (Cr Pascoe/Cr van Oosten)  

Section 48, Local Government Official Information and Meetings Act 1987 

The following motion is submitted for consideration: 

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

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

General subject of each 
matter to be considered 

Reasons for passing this 
resolution in relation to each 
matter 

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

C1. Confirmation of the 
Public Excluded Finance 
Committee Minutes - 11 
February 2020 

C2. Report on overdue 
debtors as at 31 March 
2020 & Debt write-offs 
2019/20 

C3. Covid-19 Existing 
Contract Implications 

)  Good reason to withhold 
)  information exists under 
)  Section 7 Local Government 
)  Official Information and 
)  Meetings Act 1987 
) 

Section 48(1)(a) 

 

This resolution is made in reliance on section 48(1)(a) of the Local Government Official 
Information and Meetings Act 1987 and the particular interest or interests protected by Section 6 
or Section 7 of that Act which would be prejudiced by the holding of the whole or relevant part of 
the proceedings of the meeting in public, as follows: 

Item C1. to prevent the disclosure or use of official 
information for improper gain or improper 
advantage 

Section 7 (2) (j) 

Item C2. to protect the privacy of natural persons 
to maintain the effective conduct of public 
affairs through protecting persons from 
improper pressure or harassment 

Section 7 (2) (a) 
Section 7 (2) (f) (ii) 

Item C3. to avoid the unreasonably, likely prejudice 
to the commercial position of a person who 
supplied or is the subject of the information 
to enable Council to carry out commercial 
activities without disadvantage 

Section 7 (2) (b) (ii) 
Section 7 (2) (h) 

 

 

The meeting moved into a closed session at 2.38pm. 

The meeting was declared closed at 3.34pm.   
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Committee: Finance Committee Date: 16 June 2020 

Author: Ian Loiterton Authoriser: Becca Brooke  

Position: Governance Advisor  Position: Governance Manager  

Report Name: Chair's Report  

 

Report Status Open  

 
 

Recommendation - Tuutohu-aa-kaimahi  

That the Finance Committee receives the report. 

Attachments - Ngaa taapirihanga 

Attachment 1 - Finance Committee Chair's Report - 16 June 2020  
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Chair’s Report 
 
 
There have been significant changes in economic and financial activity since the last Finance 
Meeting. We, along with the rest of NZ, face challenging economic times in the period ahead.   
Most businesses and households will now be exercising fiscal restraint as the full economic 
impact becomes clearer. 
 
Hamilton City Council along with partners submitted to Central Government a first class, well 
thought through plan for infrastructure projects worth around $21B, which will help provide 
economic stimulus in the period ahead. The submission was detailed and a credit to the work 
of Council Senior managers and staff.  
 
At the time of writing, 96% of local projects submitted went through for ministerial 
consideration. This compares with a national average of 42%. 
 
The request nationally for “shovel ready” infrastructure projects exceeded $100B in value. 
Central Government has allocated $15B to fund these. 
 
Upon receipt of successful projects, Council will need to carefully consider the following, 
including; 
 

1. The priority of the project supported, given the level of government financial 
contribution; 

2. If already in our approved LTP, our ability to fund our share of the cost now within our 
debt/revenue constraints; 

3. Our ability to deliver within the time constraints imposed by central government; 
4. If a new project, does this require community consultation? 
5. Our financial ability to fund ongoing Opex costs on the new and/or time advanced 

projects within the current financial constraints of the LTP; and  
6. Any action needed to rework the current LTP to accommodate successful projects. 

 
Care will be needed to ensure any new or accelerated debt levels can be funded with our 
present revenue constraints. If not, rates will need to be increased beyond the levels in the 
current LTP. 
 
It is likely this year’s financial results will report an operating deficit. A major contributor to 
this will be the impact of Covid-19 given our reported financial position in February 2020.  
This loss will be funded from new borrowings which will need to be repaid from future 
operating surpluses. Surpluses will only occur if our future spending is less than council 
income. If operating surpluses are not predicted, new or additional sources of income will be 
needed. In the past this Council has addressed income shortfalls by increasing property rates. 
 
Rob Pascoe 
Chair - Finance Committee 
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Committee: Finance Committee Date: 16 June 2020 

Author: Iain Anderson Authoriser: Chris Allen  

Position: Capital Financial Lead  Position: General Manager 

Development  

Report Name: Capital Portfolio Monitoring Report 

 

Report Status Open  

Purpose – Take 

1. To inform the Finance Committee on the progress of the capital portfolio delivery against the 
2019/20 Annual Plan for the 31 March 2020. 

Staff Recommendation - Tuutohu-aa-kaimahi 

2. That the Finance Committee receives the report. 

Executive Summary - Whakaraapopototanga matua 

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

4. This report reflects the capital portfolio delivery results for 31 March 2020. 

5. The following project costs do not allow for any COVID-19 related contract delays. An update 
is provided to Committee in the Public excluded section given the commercial sensitivity of 
the information. 

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

Programme Summary and Significant Highlights  

7. The following definitions are relevant: 

• Portfolio: refers to the total organisational capital work budget. A summary table of the 
year 2 (2019/20) portfolio is below;  

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

• Project: refers to an individual identified project under a particular programme, which 
may have funding from multiple activities and across multiple year. 
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2019/20 Capital Expenditure Budget as per Approved Annual Plan $323.6m 

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

Total Capital Expenditure Budget $329.6m 

8. Attachment 1 contains an overview of the Portfolio.  

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

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

10. Staff have been reviewing governance arrangements relating to the capital programmes and 
projects and are making some reporting changes to the Finance Committee. Previously the 
information being reported was at a programme level. This month sees a transition to both 
programme and key project reporting.  

11. Significant highlights since the last report to the Finance Committee on 29 April 2020 include: 

I. All contracts and work sites that had previously been shut down due to COVID are now 
operational. 

II. The Rotokauri Swale designation objection period closed on 31 May 2020, with no 
objections being received and the designation project now complete. This is a 
significant achievement. 

III. The Baverstock Road urbanisation contract is ready to award and the Chief Executive 
intends to use his delegation to proceed. 

IV. The Te Awa Cycleway remediation contract is ready to award once regional consents 
are confirmed.  

V. The Te Awa Path project is ready to proceed to tender subject to Council confirming its 
commitment to local share funding, noting that the costs have increased from the 
budget allowed in the 2018-28 10-Year Plan. 

VI. The 12 million litre Ruakura Reservoir is nearing completion with commissioning 
expected August 2020. 

Capital Expenditure Forecast 

12. For purposes of this Capital Portfolio Monitoring report, there are 6 main types of capital 
budget movement that will impact on the forecasted total spend for this financial year.  They 
are: 

I. Re-phasing Deferrals: this is where the project has started, or there is confidence that 
the project will start and finish on time, but the expenditure across the years of the 
project is forecast to be different than budgeted.  In general, this refers to projects 
where staff have received construction programmes from the contractors, and with 
them the forecasts of expenditure have been rephrased. 
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II. Delay Deferrals: this is where a movement of capital expenditure is required due to 
delays and will result in a shift of the project end date.  Some of these delays will be 
due to third party issues outside Council control, the more usual reason being that a 
developer is not ready to partner with Council as anticipated when the 2018-28 10-
Year Plan was developed. 

III. Renewal and Compliance Deferrals: this is for projects that are classified Renewals and 
Compliance. This programme is being managed as a 3-year programme. Any unspent 
funds within any year are carried forward. Ultimately, any budgets unspent at the end 
of the 3-year cycle will be returned to Council as a saving. Staff are authorised to use 
their discretion to manage projects within the 3-year programme to ensure that 
Council is looking after its assets. 

IV. Capital Savings: this is for the recording of efficiencies and capital savings that can be 
attributed to the capital savings target.  At times Capital cost increases will also occur 
that erode any savings. 

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

VI. Other Changes:  these changes are likely to be either new projects or amendments to 
existing projects to ensure the budget reflects up to date data. 

13. At the end of 31 March 2020, the actual capital expenditure result was $141.9m. As a 
comparative, as at 31 March 2019 the actual capital expenditure was $94.5m, reflecting a 
significant increase in expenditure in year 2 of the 2018-28 10-Year Plan.  

14. This result however is pre COVID and the lockdown has seen progress slow leading to a rise in 
the level of deferrals. 

15. Approved capital expenditure budget approved at the previous Finance Committee on 29 
April 2020 was $193.3M. The following table tracks the approved budget changes. 

2019/20 Annual Plan Capital Expenditure Budget $329.6M 

Less Forecasted re-phasing deferrals $63.1M 

Less Forecasted delay deferrals $54.0M 

Less Forecasted Renewals and Compliance deferral $24.6M 

Plus Capital expenditure brought forward from 2020/21 $3.8M 

Less Capital savings forecasted in 2019/20 $4.8M 

Plus Other Changes $6.4M 

2019/20 Approved Capital Expenditure Budget (29 Feb 2020) $193.3M 
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16. As at 31 March 2020 the capital expenditure has been revised, the forecast for 30 June 2020 
is $191.3m. See following table, detail is contained in Attachment 3. 

2019/20 Annual Plan Capital Expenditure Budget (29 Feb 2020) $193.3m 

Less Forecasted re-phasing deferrals $6.8M 

Less Forecasted delay deferrals $2.4M 

Plus Forecasted Renewals and Compliance deferral $1.9M 

Plus Capital expenditure brought forward from 2020/21 $5.7M 

Less Capital savings forecasted in 2019/20 $0.4M 

Plus Other Changes $0.0M 

2019/20 Approved Capital Expenditure Budget (31 March 2020) $191.3m 

Revenue Forecast 

17. At the end of 31 March 2020, the actual capital revenue result was $28.8M. 

18. Approved capital revenue budget approved at the previous Finance Committee on 29 April 
2020 was $55.2M. The following table tracks the approved budget changes. 

2019/20 Annual Plan Capital Revenue Budget $69.7M 

Less Forecasted re-phasing deferrals $6.9M 

Less Forecasted delay deferrals $5.8M 

Less Forecasted Renewals and Compliance deferral $2.8M 

Plus Capital revenue brought forward from 2020/21 $0.0M 

Less Capital savings forecasted in 2019/20 $0.6M 

Plus Other Changes $1.6M 

2019/20 Approved Capital Expenditure Budget $55.2M 
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19. As at 31 March 2020 the capital revenue has been revised, the forecast for 30 June 2020 is 
$55.3M. See following table, with detail provided in Attachment 3. 

019/20 Annual Plan Capital Revenue Budget $55.2M 

Less Forecasted re-phasing deferrals $0.6M 

Less Forecasted delay deferrals $0.3M 

Less Forecasted Renewals and Compliance deferral $0.0M 

Plus Capital revenue brought forward from 2020/21 $1.2M 

Less Capital savings forecasted in 2019/20 $0.0M 

Less Other Changes $0.2M 

2019/20 Approved Capital Expenditure Budget $55.3M 

Deferrals, changes and review of the 2019-20 Capital Programme  

20. Deferrals (including Renewals and Compliance) have increased by $7.3M since the previous 
report to the Finance Committee. This results in total deferrals for the 2019-20 year of 
$143.0m. 

2019/20 Deferrals by Type  

Re-phasing deferrals $63.9M 

Delay deferrals $56.4M 

Renewals and Compliance deferrals $22.7M 

2019/20 Total Deferrals $143.0M 

21. Significant changes to the capital programme are: 

• Brought forward $2.8m for the Dixon Road Intersection project to reflect that progress 
is ahead of original budget expectation. 

22. The savings have increased by $400K, bringing the total savings for 2020/21 to $5.2M.  

23. Attachment 3 contains a full list of the re-phasing and delay deferrals, expenditure brought 
forward and emerging savings by project.  

Covid-19 

24. The impact of COVID-19 on the capital programme can be grouped into 2 areas: 

• The first is delays in delivering the capital projects, this links directly to the deferrals 
being reported.  
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• The second is as an increase in costs related to contractual matters. Given the 
commercial sensitivity, there is a public excluded report to this Committee meeting 
providing an update.  

Work in Progress (WIP) 

25. The balance of WIP as at 31 March 2020 is $254.0M 

26. The breakdown by status is:  

• $222.3M: Current, this is legitimate WIP and reflects the assets cannot be capitalised 
until they are in use. 

• $27.7M: In use and being processed 

• $4.0M: Projects completed and in service but not yet capitalised. 

The following table includes the status along with the WIP age. 

 

Emerging Issues  

Western Interceptor Duplication 

27. This is a critical project to allow the City to manage its waste water needs into the future.  

28. The project has commenced but has encountered several unforeseen ground conditions that 
is making the project difficult to deliver within the initial programme dates and within the 
Approved Contract Sum. 

29. It is expected however that there will be sufficient approved project funding to 
accommodate any increase to the Approved Contract Sum.  

30. Several risk items are still being investigated and staff propose to report back to Council 
within the next two meeting cycles. 

Te Awa Cycleway Extension 

31. The Te Awa Path project has been developed to the point where it is ready to go to tender.  

32. The current project estimate is $5.8m, compared to the budget provision of $4.2m allowed 
for in the 2018-28 10-Year Plan. Council will need to approve additional funding if it wishes to 
proceed with this project. The cost increase was signalled in the Draft 2020/21 Annual Plan 
report that Council considered on 10 June 2020. 

33. Waka Kotahi NZ Transport Agency are prepared to co-fund this project which extends into 
Waikato District Council and Waipa District Council to Cambridge at 51% Subsidy rate, but are 
looking for confirmation from all of the funding partners to local share contributions by mid-
June 2020. 
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34. An option to approval additional funding, is to approve it at this Committee meeting as part 
of the current Years programme that will extend into next year. A resolution to approve the 
additional funding is included in the Financial Strategy Report. 

Resolution Drive 

35. HCC has an agreement with Waka Kotahi NZ Transport Agency to complete the extension of 
Resolution Drive as part of the Waikato Expressway works. 

36. The agreement commits Council to a lump sum contribution of $10.3m.  The Agency recently 
indicated that they believe the scope of the project had increased and advised of cost 
increases. Staff do not believe that the scope has altered, and discussions are continuing with 
the Agency. 

37. The Agency is also in discussions with Waikato District Council over completion of the 
Horsham Downs link on the eastern side of the Expressway that will link the Resolution Drive 
interchange with the Waikato Roading network. Resolution of several issues mean that no 
final agreements are in place in regard to this project. 

Te Wetini Drive Extension 

38. Council is working with Rotokauri Developments Ltd who have the primary responsibility to 
extend Te Wetini Drive. There are outstanding resource consent issues and cost sharing 
issues to resolve. 

39. Several meetings have been held to inform the community of a likely programme for this 
work but the COVID impacts have delayed resolution of some of the outstanding issues. 

Legal and Policy Considerations - Whaiwhakaaro-aa-ture 

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

Wellbeing Considerations - Whaiwhakaaro-aa-oranga tonutanga 

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

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

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

Social 

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

Economic 

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

Environmental 

46. Across the capital portfolio, environmental consideration is integrated throughout the 
project life cycle, including through design, procurement and construction.  
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47. In the procurement phase all physical works contracts include a component to incorporate 
environmental and sustainability considerations into tender evaluation, where contractor 
initiatives such as materials reuse, energy requirements, electric vehicle utilisation, carbon 
offsets etc. can be valued.  

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

Cultural 

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

Risks - Tuuraru 

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

Significance & Engagement Policy - Kaupapa here whakahira/anganui 
Significance 

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

Engagement 

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

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

Attachments - Ngaa taapirihanga 

Attachment 1 - Portfolio Summary 

Attachment 2 - Programme Overview 

Attachment 3 - Schedule of Deferrals, Savings, Brought F/wd and other Changes  

 



 

Finance Committee Agenda 16 June 2020- OPEN Page 23 of 171 

A
tt

a
c
h

m
e
n

t 
1
 

It
e
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 24 of 171 

A
tta

c
h

m
e
n

t 1
 

Ite
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 25 of 171 

A
tt

a
c
h

m
e
n

t 
1
 

It
e
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 26 of 171 

A
tta

c
h

m
e
n

t 2
 

Ite
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 27 of 171 

A
tt

a
c
h

m
e
n

t 
2
 

It
e
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 28 of 171 

A
tta

c
h

m
e
n

t 2
 

Ite
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 29 of 171 

A
tt

a
c
h

m
e
n

t 
2
 

It
e
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 30 of 171 

A
tta

c
h

m
e
n

t 2
 

Ite
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 31 of 171 

A
tt

a
c
h

m
e
n

t 
2
 

It
e
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 32 of 171 

A
tta

c
h

m
e
n

t 2
 

Ite
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 33 of 171 

A
tt

a
c
h

m
e
n

t 
2
 

It
e
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 34 of 171 

A
tta

c
h

m
e
n

t 2
 

Ite
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 35 of 171 

A
tt

a
c
h

m
e
n

t 
2
 

It
e
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 36 of 171 

A
tta

c
h

m
e
n

t 2
 

Ite
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 37 of 171 

A
tt

a
c
h

m
e
n

t 
2
 

It
e
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 38 of 171 

A
tta

c
h

m
e
n

t 2
 

Ite
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 39 of 171 

A
tt

a
c
h

m
e
n

t 
2
 

It
e
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 40 of 171 

A
tta

c
h

m
e
n

t 2
 

Ite
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 41 of 171 

A
tt

a
c
h

m
e
n

t 
2
 

It
e
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 42 of 171 

A
tta

c
h

m
e
n

t 3
 

Ite
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 43 of 171 

A
tt

a
c
h

m
e
n

t 
3
 

It
e
m

 7
 



 

Finance Committee Agenda 16 June 2020- OPEN Page 44 of 171 

Ite
m

 8
 

 
 

Committee: Finance Committee Date: 16 June 2020 

Author: Tracey Musty Authoriser: David Bryant  

Position: Financial Controller  Position: General Manager Corporate  

Report Name: Annual Monitoring Report to 30 April 2020 

 

Report Status Open  

Purpose – Take 

1. To inform the Finance Committee on Council’s Year to Date (YTD) financial performance as at 
30 April 2020. 

Staff Recommendation - Tuutohu-aa-kaimahi 

2. That the Finance Committee receives the report. 

 

Executive Summary - Whakaraapopototanga matua 

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

• 30 April 2020 (16 June 2020 meeting) Capital Portfolio Monitoring report; and 

• 30 April 2020 (16 June 2020 meeting) Financial Strategy Monitoring report 

4. The 30 April 2020 financial results show a negative variance against the budget in the 
accounting result and a positive variance on the balancing the books result. 

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

Discussion - Matapaki 

Operating results 

The accounting results 

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

7. The accounting result YTD ended 30 April 2020 is a surplus of $69.2M. This is $1.4M 
unfavourable against the budgeted surplus of $70.6M.  

Accounting Result  

YTD Actual YTD Budget Variance 

$69.2M $70.6M ($1.4M) 
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8. The Annual Forecast has been adjusted to reflect the forecasting adjustments that are 
explained in the “understanding material variances” section of this report.  

Annual Accounting Result  

Annual Forecast Annual Budget Variance 

$78M $110.4M ($32.4M) 

Balancing the books result 

9. The balancing the books result for the month ended 30 April 2020 is $0.4M. This is $5.2M 
favourable against a forecast of ($4.8M). 

Balancing the Books 

YTD Actual YTD Forecast Variance 

$0.4M ($4.8M) $5.2M 

 

Understanding material variances 

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

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

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

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

Operating revenue 

14. Total Operating revenue is $9M lower than budgeted. This is attributable to the non-cash 
benefit associated with the HIF (Housing Infrastructure Fund) draw down that has yet to occur, 
as well as a drop in Fees, charges and other associated revenue due to the temporary closure 
of our facilities over the lockdown period.  

Positive variances worth noting: 

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

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

Please refer to the activity statements for material variance explanations. 
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Operating expenditure 

Total Expenditure is $4.3M lower than budgeted. The effect of the covid-19 lockdown was felt 
during the 30 April 2020 period. Please refer to the activity statements for material variance 
explanations pertaining to this period.  

An increase in the Personnel, Operating & Maintenance and Administrative costs were offset 
as a result of decreased expenditure in: 

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

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

 -

 25,000

 50,000

 75,000

 100,000

 125,000

 150,000

 175,000

Rates Fees and user
charges

Subsidies and grants Interest revenue Other revenue

Operating Revenue Variance $000

Actual YTD
Budget

Operating Revenue  YTD Variance $000 – favourable/(unfavourable) 

Rates (63) 

Fees and user charges 1,090 

Subsidies and grants 2,413 

Interest revenue (76) 

Other revenue (12,402) 

Total YTD variance (9,038) 
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Assets/Loss on sale  

15. Loss on sale of assets consist of asset residual values that have been written off as these assets 
have been replaced. This includes the disposal of streetlights that have consequently been 
replaced with LED lighting, as outlined in the Transport activity contained in Attachment 2. 

16. Also included in Property, Plant and Equipment loss on sale, is the processing of disposals 
within the transport area. We anticipate a forecast loss of $10.7M by 30 June 2020, however 
staff are still working through this. 

17. The 30 April 2020 adjustment on non-cash revaluation of Council’s Financial borrowing 
instruments resulted in an $11.6m loss. 

Capital Revenue 

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

• Development contributions are ahead of YTD budget by $5.8M. This is primarily due to 
the wet industries development contributions agreement. Wet industries are not 
included within the DC or Growth projections and as such this represents significant 
additional income. $4.2M of the favourable variance relates directly to the wet 
industries development contributions, which means that difference between actual 
and budgeted development contributions is at $1.6M favourable. The wet industries 

 -
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 30,000

 40,000
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 60,000

 70,000

Personnel
Costs

Operating &
Maintenance

Professional
Costs

Administrative
Costs

Property Costs Finance Costs Depreciation &
Amort

Operating Expense Variances $000

Actual YTD
Budget

Expenditure YTD Variance $000 – favourable/(unfavourable) 

Personnel costs (2,149) 

Operating & maintenance (1,935) 

Professional costs (183) 

Administration expenses (2,705) 

Property costs 246 

Finance costs 4,579 

Depreciation & amort 6,462 

Total YTD variance 4,315 
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agreement details the recognition of the full revenue within this financial year, and a 
corresponding liability paid by the developer over the 10 year period. 

• New connections to the water infrastructure resulted in increased capital revenue and 
offsets capital installation costs. NZTA subsidies are tracking above budget due to 
projects progressing faster than anticipated.   

• Council have more vested assets than predicted. The effect is a revenue of $35.7M 
which is $9.6M higher than the YTD budget. This budget is broken down by class of 
asset on page 99 of the 10-Year Plan. Vested Assets are outlined in the table that 
follows: 

Asset class YTD Actual 

$000 

Annual 
Budget 

$000 

Life Range 
(Years) 

Estimated 
Annual 

Depreciation 

$000 

Wastewater 3,897 3,160 15-100 49 

Stormwater 3,592 5,297 30-100 45 

Water Supply 1,739 1,846 50-80 22 

Roading 9,701 8,320 12-140 194 

Land  12,607   

   Land – Under Roads 13,961 -  - 

   Land – Local Purpose Reserves* 2,241 -  - 

   Land – Recreation Reserve                 529 -  - 

Total 35,660 31,230  310 

* Local Purpose Reserves is a legal description defined by the Reserves Act 1977. This type of land is invariably land that i s used for 
drainage purposes. 

 

19. The addition of vested assets increases the operating and maintenance costs for Council, as 
well as depreciation. An estimate of operating and maintenance costs and depreciation 
expense has been made in the 10-Year Plan to support the annual vested assets budget. 

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

21. Examples of the types of assets that are vested and the nature of expenditure on these assets 
is outlined in the table below: 

 

Activity Example of vested asset 
types  

Nature of maintenance and operational activities 
undertaken on new assets 

Wastewater 
 

Pipes, pump stations, 
connections 

• Pipes require less maintenance in the first few 
years.  Reactive maintenance only.  

• Pump stations have electricity costs, washing (2 or 
4 weekly) and annual inspections (operating costs) 

Water 
 

Pipes, hydrants, valves, 
meters (bulk), 
connections 

• Valve and hydrant testing – bulk of the assets are 
tested over 5-10 years for the city 

• Pipes, reactive maintenance only 
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Stormwater 
 

Pipes, SW devices 
(ponds, wetlands) 

• Devices (ponds) get annual inspections 

• Pipes, no maintenance in the early years.  
Reactive maintenance only 

Transport 
 

Roads, subdivision 
street lights 

• Line marking, potholes - reactive maintenance 

• Resealing and repairs not need in early years 

• Streetlight repairs from crashes  

Land Parks, drainage reserve • Mowing, replacing plants as needed 

 

Treasury Management 

22. Council is fully compliant with all treasury policy measures as at 30 April 2020.  

Counterparty credit risk max $75m per bank  Achieved  

Liquidity ratio min 110% 133%  

Funding maturity  

0 - 3 years 15% - 60% 35%  

3 - 5 years 15% - 60% 31%  

5 years + 10% - 60% 34%  
Fixed rate debt maturity All years Within annual parameters Achieved   

          Debt and Cash Investments 

23. External Debt was increased at 30 April 2020 by additional funding from the LGFA. This was 
invested to match Council’s forecast cash flow requirements with financial investment 
maturities. Please refer to Attachment 3 for further details.   

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

Treasury Performance 

 YTD Actual Annual Budget Variance 

Cash Investments $115.6M $55M $60.6M 

Total External Debt $524M $642.5M ($118.5M) 

Finance Costs $15.2M $22.5M ($7.3M) 

Interest Rate Risk Management 

25. The movement on interest rate swaps relates to valuations completed at a point in time. These 
are based on Council’s total external debt and the difference between current market interest 
rates and the fixed rates that Council has locked in. They are unrealised because on maturity of 
each interest rate swap contract no interest gain or loss eventuates. 

26. As at 30 April 2020 our fixed rate hedging is 61%.  

27. Our gross cost of funds over a 12 month rolling average is 4.04%. 

Emerging Issues 

28. The initiation of a national lockdown period, due to covid-19, has impacted various areas 
within our organisation. Council staff are in the process of determining the full extent of the 
impact on the current and future years. Please refer to the activity statements for further 
details pertaining to these areas. 
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Legal and Policy Considerations - Whaiwhakaaro-aa-ture 

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

Risks - Tuuraru 

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

Wellbeing Considerations - Whaiwhakaaro-aa-oranga tonutanga 

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

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

Significance and Engagement Policy - Kaupapa here whakahira/anganui 

Significance 

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

Engagement 

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

 

Attachments - Ngaa taapirihanga 

Attachment 1 - Statement of Comprehensive Revenue and Expense April 2020 

Attachment 2 - Council Activities April 2020 

Attachment 3 - Balance Sheet April 2020 

Attachment 4 - Treasury Position April 2020  
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Committee: Finance Committee Date: 16 June 2020 

Author: Tracey Musty Authoriser: David Bryant  

Position: Financial Controller  Position: General Manager Corporate  

Report Name: Financial Strategy Monitoring Report 

 

Report Status Open  

Purpose  – Take 

1. To inform the Finance Committee of the status of the 2018-28 10-Year Plan Financial Strategy 
as at 30 April 2020.  

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

2. That the Finance Committee receives the report. 

3. That the Finance Committee recommends that the Council: 

a) approves the capital movement from the 2019/20 Financial Year to future years as 
identified in the 16 June 2020 Capital Portfolio Monitoring Report; 

b) approves the significant forecast adjustments as set out in paragraphs 19 to 24 of this 
report; and 

c) approves the revised forecast Financial Strategy position for Debt to Revenue, Net Debt 
and Balancing the Books as set out in paragraphs 25 to 32 of this report. 

 

Executive Summary - Whakaraapopototanga matua 

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

i. April 2020 (16 June 2020 meeting) Annual Monitoring Report; and 
ii. April 2020 (16 June 2020 meeting) Capital Portfolio Monitoring Report.  

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

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

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

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

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

10. Financial Strategy 

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

a) fund everyday expenses from everyday revenues 

b) maintain service levels and assets 

c) create surpluses to repay debt 

d) support investment in community, infrastructure and growth initiatives 

e) fund investments from debt 

12. The key outcomes are: 

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

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

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

13. The approved 10-Year Plan budgeted Financial Strategy provided for $3M unused debt 
capacity for the first three years. Changes to the actual and forecast operating and capital 
budgets affects this capacity.  If there are negative variances from either the operating and/or 
capital budgets the Council will need to consider increasing revenue and/or reducing 
expenditure in other budgets. 

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

15. Significant Forecasting assumptions 

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

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

• Growth 

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

• Interest on borrowing  

• Inflation 

ii. Inflation was forecast by Business and Economic Research Ltd (BERL) under 
contract to SOLGM, with a modification for the Waikato.  Waikato is 
experiencing higher inflation on capital projects than is being experienced across 
the rest of New Zealand.  

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

Financial Strategy Significant Forecast Adjustments 

19. This report forecasts the debt to revenue measure and balancing the books measure compared 
with the 10-Year Plan budget. 
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20. The forecast takes account of changes: 

a. to capital budgets approved by the Capital Investment Board, under delegation 

b. to operating expenditure approved by staff under delegation 

c. by Council decision 

d. recommendations by other Council Committees to Council, that are not yet approved 

21. All significant changes made since the 10-Year Plan and up to the last Finance Committee 
Meeting on 29 April 2020 are listed in Attachment 1. 

22. Significant forecasting adjustments since the 29 April 2020 Council meeting are: 

a. Capital adjustment 
b. Annual Monitoring Report Forecast adjustment 

23. Capital adjustment 

Discussion 

Capital revenue, capital savings, re-phasing, and delay deferrals from 2019/20 to future years as 
detailed in the 16 June 2020 Capital Portfolio Monitoring Report. 

Financial Strategy Impact 

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

- (13) 2,135 980 707 753 807 848 800 864 

Net Debt 
$(000) 
 

- (280) 45,421 20,854 15,032 16,015 17,551 18,426 17,389 18,789 

Numbers in brackets represent an adverse outcome. 

24. Annual Monitoring Report Forecast adjustment 

Discussion 

The 16 June 2020 Annual Monitoring Report includes forecast adjustments in 2019/20. These changes 
have been made within the activity statements to provide more accurate forecasts. 

Financial Strategy Impact 

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

- 6,374 307 323 339 355 364 382 400 420 

Net Debt 
$(000) 
 

- 6,235 6,542 6,865 7,204 7,559 7,923 8,305 8,706 9,126 

Numbers in brackets represent an adverse outcome. 

Financial Strategy Graphs 

25. The following graphs show the 10-Year Plan budgets (in blue) and the total of all Council 
approved changes listed in Attachment 1 as well as the significant forecast adjustments as set 
out in paragraph 19 above (in green). 

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

a) Finance Committee; or  

b) Council. 
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27. Debt to Revenue  

 

28. The Debt to Revenue graph includes all adjustments identified in this report and shows that 
the forecast debt to revenue is favourable against the 10-Year Plan budget. In 2022/23, the 
forecast is to reach 226% debt to revenue ratio. The financial strategy limit is currently 230%. 

29. Net Debt  

 

30. The Net Debt graph shows a decrease in net debt against the 10-Year Plan. Net debt forecast 
for 2019/20 has increased to $446M. 
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31. Balancing the Books  

 

32. The 2019/20 budget was planned to balance the books. Current 2019/20 forecast is for $3.6M 
unfavourable result. Forecast remains on track to balance the books again in 2022/23. 

Risks to the Financial Strategy 

33. The forecast adjustments above lead to improved Financial Strategy metrics.  However 
emerging issues reported in the April 2020 (16 June 2020 meeting) Annual and Capital Portfolio 
Monitoring Reports indicate unfavourable movements could put these improvements at risk. 

34. The debt to revenue margin on debt capacity of $12M in three years’ time (2022/23) provides 
less resilience than before the national lockdown period. While it is an improvement from the 
10-Year plan budget it should be considered in the context of the extent of change that has 
occurred already since the plan was adopted and the amount of spending budgeted to occur 
before the end of 2022/23.  

Emerging Issues 

35. The April 2020 (16 June 2020 meeting) Annual Monitoring Report has referenced the covid-19 
lockdown period. This could impact the balancing the books result and consequentially debt 
across the 10-Year Plan. 

36. The April 2020 (16 June 2020 meeting) Capital Portfolio Monitoring Report lists emerging 
issues that could impact the capital portfolio and consequently debt and the balancing the 
books result across the remainder of the 10-Year Plan.   

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

 

Legal and Policy Considerations - Whaiwhakaaro-aa-ture 

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

Wellbeing Considerations - Whaiwhakaaro-aa-oranga tonutanga 

39. The purpose of Local Government changed on the 14 May 2019 to include promotion of the 
social, economic, environmental and cultural wellbeing of communities in the present and for 
the future (‘the 4 well-beings’). 
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40. The subject matter of this report has been evaluated in terms of the 4 well-beings during the 
process of developing this report. 

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

Sustainability Considerations 

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

Risks - Tuuraru 

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

Significance & Engagement Policy - Kaupapa here whakahira/anganui 
Significance 

44.
 
Staff have considered the key considerations under the Significance and Engagement Policy 
and have assessed that the matter(s) in this report has/have a low level of significance. 

Engagement 

45.
 
Given the low level of significance determined, the engagement level is low. No engagement is 
required. 

Attachments - Ngaa taapirihanga 

Attachment 1 - Register of Significant Forecast Changes June 2020  
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Committee: Finance Committee Date: 16 June 2020 

Author: Katy Nudd Authoriser: Sean Hickey  

Position: Business Planning Analyst  Position: General Manager Strategy 

and Communications  

Report Name: Long Term Plan Service Performance Measures 2019-20 Quarter Three 

Report  

 

Report Status Open  

 

Purpose – Take 
1. To inform the Finance Committee of the Quarter 3 (January 2020 – March 2020) Non-   

Financial Service Performance results from Year 2 of the 2018-28 10-Year Plan. 

Staff Recommendation - Tuutohu-aa-kaimahi 

2. …….That the Finance Committee receives the report. 

Executive Summary - Whakaraapopototanga matua 

3. This report is to update the Finance Committee on the results from quarter three (January 
2020 – March 2020) of the Service Performance Measures.  

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

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

6. This report is to update the Finance Committee on the results from year two, quarter three of 
the Service Performance Measures. Quarter four will be presented as the year end position in 
the Annual Report.   

7. The quarters are: 

• Quarter one:  July 2019 – September 2019 

• Quarter two: October 2019 – December 2019 

• Quarter three: January 2020 – March 2020 

• Quarter four: April 2020 – June 2020   
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8. Each measure is assigned a status and commentary is made for its current performance year to 
date and status and commentary for its expected year end position. Status options include, ‘on 
track’ (green), ‘needs action’ (orange), ‘off track’ (red), and ‘data not available’ (blue). 

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

Discussion - Matapaki 

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

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

 

11. COVID-19 and the subsequent lockdown has had a small impact on the quarter three results.  
We are expected to see a more significant impact in our year end results.   We are currently 
projecting that four measures will not achieve year-end target due to COVID-19 and another 
eight are at risk of not meeting year-end target.  We are working with Audit New Zealand on 
an additional six measures, where data collection has been suspended or delayed due to 
COVID-19.  

Legal and Policy Considerations - Whaiwhakaaro-aa-ture 

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

Wellbeing Considerations - Whaiwhakaaro-aa-oranga tonutanga 

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

14. The subject matter of this report has been evaluated in terms of the 4 wellbeings during the 
process of developing this report. 
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Service Performance Mesure 2018-28 projected year end 
position 

On track Needs Action Will not achieve Data not available
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Risks - Tuuraru 

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

Significance & Engagement Policy - Kaupapa here whakahira/anganui 

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

Attachments - Ngaa taapirihanga 

Attachment 1 - Service Performance Measures 2018-2028 Long Term Plan  Quarter Three Finance 
Committee 2019-20 Report  
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Committee: Finance Committee Date: 16 June 2020 

Author: Tracey Musty Authoriser: David Bryant  

Position: Financial Controller  Position: General Manager Corporate  

Report Name: Interest Rate Deferral Strategy and Interest Rate Risk Control Limits 

 

Report Status Open  

Purpose – Take 

1. To inform the Finance Committee of the Interest Rate Hedging Deferral opportunity. 

2. To seek the Finance Committee’s approval of the temporary amendment to the debt interest 
rate policy parameters within the Investment and Liability Management Policy. 

Staff Recommendation - Tuutohu-aa-kaimahi 

3. That the Finance Committee: 

a) approves the interest rate deferral strategy recommended by PricewaterhouseCoopers 
(PWC); and  

b) approves the temporary amendment to the debt interest rate policy parameters within 
the Investment and Liability Management Policy, to allow for the interest rate deferral 
strategy to be implemented. 

Discussion - Matapaki 

4. Council staff continually seek to reimagine and transform the way Council operates. This 
mindset and approach is needed to realise the 2018-28 10-Year Plan efficiency savings.  

5. An opportunity has been identified to modify Council’s current interest rate hedges to 
generate significant interest cost savings in 2020/21. This initiative will help offset some of the 
negative financial impacts of COVID-19. 

6. The new strategy takes advantage of the current historically low level in wholesale interest 
rates. 

7. This strategy targets 13 swaps with $97.5 million worth of interest rate hedging. 

8. By spreading Council’s existing interest cost over a longer period Council is able to bring 
forward interest cost savings that would not have been available until at least 2024/25. 

9. The strategy is made up of two components: Swap extensions – this involves blending an 
existing swap with the current low level of prevailing interest rates. Swap deferrals – this 
involves deferring the interest payment on existing swaps, enabling Council to gain exposure to 
the much lower floating rate (currently around 0.25% p.a.). 
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Financial Considerations - Whaiwhakaaro Puutea 

10. Based on the current indicative market pricing, the strategy achieves the following: 

a) FY21 interest cost savings of $4.46 million (result of the deferrals)  

b) FY22 interest cost savings of $0.96 million per annum (result of the extensions) 

c) FY23 interest cost savings of $0.96 million per annum (result of the extensions) 

d) FY24 interest cost savings of $0.85 million per annum (result of the extensions) 

11. Please refer to Attachment 1 for further detail. 

Legal and Policy Considerations - Whaiwhakaaro-aa-ture 

12. The strategy does create a point of Policy non-compliance by pushing Council below the 
minimum hedging percentage in the next 12 months.  

13. PWC are of the view that this breach of Policy presents no material risk to Council.  

Wellbeing Considerations - Whaiwhakaaro-aa-oranga tonutanga 

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

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

Risks - Tuuraru 

16. Despite movements to record lows in interest rate settings and potential desires to amend 
policy parameters to suit targeted interest rate fixing levels, care must be exercised. Policy 
should not be confused with strategy and the recommended changes to the existing interest 
rate framework balances recognition of the structural shift lower in interest rates whilst 
maintaining a conservative and prudent approach to interest rate risk management, consistent 
with Council’s statutory, financial and treasury objectives.  

Significance & Engagement Policy - Kaupapa here whakahira/anganui 

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

Attachments - Ngaa taapirihanga 

Attachment 1 - Interest Rate Deferral Strategy  
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Committee: Finance Committee Date: 16 June 2020 

Author: Tracey Musty Authoriser: David Bryant  

Position: Financial Controller  Position: General Manager Corporate  

Report Name: Local Government Funding Authority Notice of Special General Meeting 

 

Report Status Open  

 

Purpose – Take 
1. To seek approval to vote at the Special General Meeting of Local Government Funding 

Authority.  
 

Staff Recommendation (Recommendation to Council)  

2. That the Finance Committee recommends that the Council: 

a) receives the Local Government Funding Authority Notice of Special General Meeting 
Report; 
 

b) approves the amendments to the foundation policies of the Local Government Funding 
Authority; 

 

c) approves by way of proxy, a nominated member of staff to attend the Special General 
Meeting as shareholder representative of Hamilton City Council; and 

 

d) approves the amendment of Council’s Investment and Liability Management Policy to 
align with the Local Government Funding Authority foundation policy change to the net 
debt to  revenue covenant, subject to shareholders’ approval of (b) above.  

Executive Summary - Whakaraapopototanga matua 

3.       The Board of Local Government Funding Authority (LGFA) has reviewed the foundation policy 
covenants and is recommending to shareholders to amend the net debt to total revenue 
financial covenant to 300% from 250% for the year ending 30 June 2021. The ratio would 
gradually reduce to 280% by 30 June 2026. 

4.        All other LGFA covenants relating to net interest expense remain unchanged. 

5.  Council’s Investment and Liability Management Policy requires amendment to align with 
LGFA’s recommended change to the net debt to total revenue covenant, subject to LGFA’s 
shareholders approving foundation policies. 

Background - Kooreo whaimaarama 

6.        LGFA is proposing to raise its foundation policy covenant limit on net debt to total revenue to 
300% from 250%. This new covenant limit will be effective for the period ending 30 June 
2021 and will then be gradually reduced to 280% by the year ending 30 June 2026. 
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7.  The table below outline the proposed net debt to total revenue covenant by year: 
 

Financial Year Ending Net Debt to Total Revenue 
 

30 June 2021 <300% 

30 June 2022 <300% 

30 June 2023 <295% 

30 June 2024 <290% 

30 June 2025 <285% 

30 June 2026 <280% 

 
8.       The objective of this proposed change is to provide councils with short to medium term 

additional debt capacity to manage financial stress arising from the COVID-19 pandemic. 

9.        Over the longer term, the 280% by 30 June 2026 will allow additional flexibility to manage 
infrastructure investment. 

10.      The foundation policy covenants apply to councils with an external credit rating of ‘A’ or 
higher. 

11.      A lower limit of 175% applies to unrated councils and no changes are proposed for these 
councils. 

12.      The proposed changes have been discussed with both Standard and Poor’s and Fitch Rating 
agencies and they are comfortable with this proposed relaxation of the net debt to total 
revenue covenant. 

13.      These changes have also been discussed with LGFA Shareholders’ Council and they 
support the proposal. 

14.  Council’s Investment and Liability Management Policy is currently aligned to LGFA’s covenant 
net debt to total revenue of 250%. Therefore, it is appropriate to now align with LGFA’s new 
proposed covenant in the event shareholders approve the above proposal. 

 

Strategic / Statutory Context 
 
15.      Council’s involvement in LGFA allows access to long-term funding and lower debt servicing 

costs. LGFA was established primarily to support the local authority sector and in addition it 
improves the depth in the NZ capital markets. 

16.      The proposed increase to net debt to total revenue covenant provides financial flexibility to 
manage Council’s large infrastructure investment programme. 

17.      Amendment to Foundation Policies require shareholders’ approval by way of an Ordinary 
Resolution. This requires approval by a simple majority of more than 50% of votes of the 
shareholders entitled to vote. 

18.      Council’s shareholding in the LGFA is 7.46% (paid up capital). 
 

Financial Considerations - Whaiwhakaaro Puutea 
 
19.     This proposed increase to net debt to total revenue covenant provides additional debt 

capacity of approximately $100m. 
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20.     Although this change of allowing councils with high debt to borrow additional debt may add 
downward pressure to their individual council ratings, this is not expected to impact on 
LGFA’s credit rating. 

 

Legal and Policy Considerations - Whaiwhakaaro-aa-ture 

21. Staff confirm that the recommendation to approve funding complies with the Council’s legal 
and policy requirements.  

Wellbeing Considerations - Whaiwhakaaro-aa-oranga tonutanga 

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

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

Risks - Tuuraru 

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

Significance & Engagement Policy - Kaupapa here whakahira/anganui 

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

Attachments - Ngaa taapirihanga 

Attachment 1 - LGFA - Proposed Changes to Foundation Policy 
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Resolution to Exclude the Public 

Section 48, Local Government Official Information and Meetings Act 1987 

The following motion is submitted for consideration: 

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

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

General subject of each matter to 
be considered 

Reasons for passing this 
resolution in relation to each 
matter 

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

C1. Confirmation of the Public 
Excluded Finance Committee 
Minutes - 29 April 2020 

C2. Covid-19 Contract Costs 

C3. Report on overdue debtors 
as at 31 May 2020 & Debt 
write-offs 2019/20 

C4. Rubbish and Recycling 
Kerbside Collection Contract 
Extension 

)  Good reason to withhold 
)  information exists under 
)  Section 7 Local Government 
)  Official Information and 
)  Meetings Act 1987 
) 

Section 48(1)(a) 

 

This resolution is made in reliance on section 48(1)(a) of the Local Government Official Information and 
Meetings Act 1987 and the particular interest or interests protected by Section 6 or Section 7 of that Act 
which would be prejudiced by the holding of the whole or relevant part of the proceedings of the meeting 
in public, as follows: 

   
Item C1. to prevent the disclosure or use of official 

information for improper gain or improper 
advantage 

Section 7 (2) (j) 

Item C2. to enable Council to carry out commercial 
activities without disadvantage 

Section 7 (2) (h) 

Item C3. to protect the privacy of natural persons 
to maintain the effective conduct of public 
affairs through protecting persons from 
improper pressure or harassment 

Section 7 (2) (a) 
Section 7 (2) (f) (ii) 

Item C4. to maintain legal professional privilege 
to enable Council to carry out commercial 
activities without disadvantage 
to enable Council to carry out negotiations 

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