EXTRAORDINARY MEETING OF THE FINANCE, AUDIT AND RISK
COMMITTEE HELD AT 2.00PM ON MONDAY 25 SEPTEMBER 2017 AT
COUNCIL CHAMBERS, 96 WEST END, KAIKOURA.
AGENDA
1. Apologies
2. Declarations of Interest
3. Matters of Importance to be raised as Urgent Business
4. Finance Report

page 1
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6. Urgent Business

To:

Finance, Audit & Risk

Date:

25 September 2017

Subject:

Finance Report

Prepared by:

Sheryl Poulsen
Finance Manager
Angela Oosthuizen
Chief Executive Officer

Authorised by:

Statement of Financial Position
1. The first rates instalment has been sent out during August, and grants and subsidies, of $3.2
million, were invoiced out in August – to cover the harbour remediation work, and a further
crown advance for three waters rebuild, and also for regulatory support and capacity
building. These actions increased trade receivables and maintained cash at a healthy level.
2. Other movements on the balance sheet are relatively minor; the rebuild team have been
focusing on preparing for the rebuild programme, but once the rebuild gets underway we
can expect large movements in cash, debt, payables, receivables and asset values.
3. End of financial year adjustments for the year to 30 June 2017 are still being processed, and
some of these adjustments are likely to be significant, such as results for the Marlborough
Regional Forestry joint venture, which are yet to be included in our financial statements.

Statement of Comprehensive Revenue & Expense
4. The two months to end of August has a net surplus of almost $4 million, with $3.4 million in
grants revenue to date ($200k in July).
5. Budgets are still being refined as to timing; once these have been reviewed and adjusted,
variations against budget will be more accurate to report against.
6. The first rates instalment was invoiced out in August, and boosting rates revenue to almost
$1.6 million. Water meter readings relate to the previous (2017) financial year; but are yet
to be accrued.
7. User fees and charges are well up on budget, but this is because the budget timing will need
adjusting to reflect when revenues are actually received.

Statement of Activity Performance
8. This page shows the net operating result of each group of activities, and by taking
depreciation out of the equation, it attempts to show the net cash result of these activities.
Revenue Variances:
9. Revenue is up on budget by $389k overall, with the main variances in further detail, by
activity, being:
Activity

Roading

Variance to
budget

Permanent/
Temporary

Down $49,955 Temporary

Main Reason
NZTA claim yet to be made for July
and August (work being checked)

Water services

Up $55,086 Temporary

Timing of rates budgets need refining

Sewerage

Up $73,975 Temporary

Timing of rates budgets need refining
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Refuse & recycling

Up $33,285 Temporary

Commercial activity

Down $84,696 Temporary

Funding for rubbish skips
Timing of budget for forestry revenue

District development

Up $202,715 Temporary

Timing of grants received

Earthquake Event

Up $120,438 Temporary

Timing of grants received

Expenditure Variances:
10. Expenditure is over budget by $287k overall, with the main variances as below.
Activity

Variance to
budget

Roading

Permanent/
Temporary

Under $31,511 Temporary

Main Reason
Maintenance yet to be checked

Water services

Over $53,899 Temporary

Timing of insurance expenses and
maintenance, plus depreciation

Sewerage services

Over $24,200 Temporary

Timing of insurance expenses, plus
depreciation

Community services

Over $33,785 Temporary

Budgets yet to align with expenses

District development

Over $159,527 Permanent

Grants paid over for secondment of
resource planner and communications
officer, and personnel expenses

Earthquake event

Over $320,103 Permanent

Timing of budget earthquake work

Statement of Cash Flows
11. Total cash decreased by $218k for the year to date, which belies the substantial cash
movements actually taking place. The Statement of Cash Flows has not been presented this
month due to time constraints.

Capital Expenditure
12. Harbour dredging and remediation works have reached $4.4 million of an estimated $7.2
million. We will receive a substantial portion of these costs by way of government subsidy,
and from key stakeholder contributions, with Council to cover the balance shortfall.

Revenue vs. Expenditure
13. August stands out with $5.2 million in revenue, coming from grants & subsidies, plus the first
rates instalment.

Working Capital & Liquidity
14. The bouncing line shows working capital for last year (2016/2017), showing we finished with
positive working capital at 30 June 2017.
15. August has rebounded from a negative dip in July, with the various revenues received.

Budget Performance (Revenue YTD and Expenditure YTD)
16. These are a graphic representation of the Statement of Activity Performance, so you can see
at a glance how activities are performing against budget and in comparison with each other.
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They also highlight the extent to which the earthquake efforts are dwarfing our normal
activities.

Revenue & Expenditure Types
17. Almost 60% of our revenue is coming from grants and subsidies so far this year.
18. Capital work is higher than operating expenses, and this trend will continue for the year,
with the earthquake rebuild programme commencing (harbour remediation being the most
significant project to date).

Earthquake Event
19. The table on the following page shows the actual amounts spent to date, and how they have
been funded.
Recommendation: It is recommended that the Finance Report be received.
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Actual spent Govt grants &
Costs to date
to date
subsidies
Roading
Urgent repairs
4,427,788
Rebuild/renewal projects
651,086
Water
Urgent repairs
1,424,421
854,653
Rebuild/renewal projects
313,409
188,045
Sewerage
CCTV and urgent repairs
1,175,426
2,076,509
Rebuild/renewal projects
33,229
Stormwater
Urgent repairs
7,320
0
Solid waste
Waste disposal costs
2,103
0
Community facilities
Minor repairs
32,806
0
Harbour works
Investigations, designs & reports
150,917
Dredging and reinstatement
4,404,617
4,404,617
Welfare costs
Caring for the displaced (100%)
226,763
226,763
Other welfare costs (60%)
195,759
117,455
Initial response & recovery costs
Geotech, Recovery, Rebuild
1,303,430
42,000
Mayoral Fund
Hardship grants paid out
99,006
Social Recovery, Business and Rural Grants
Social, Business and Rural
1,158,795
Earthquake Fund
Community facility projects
11,000
15,617,875
7,910,042

Actual received to date
Material
LAPP disaster
Damage
NZ Transport
fund
Insurance
Agency

Grants &
Donations

3,420,000
0

Council cost to
date
1,007,788
651,086

600,000

-30,232
125,364

400,000

-1,301,083
33,229
7,320
2,103
1,000,000

43,674

-1,010,868
150,917
0
0
78,304
1,261,430

1,000,000
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1,000,000

3,420,000

199,963

-100,957

1,868,094

-709,299

187,212
2,298,943

-176,212
-11,110

GLOSSARY OF TERMS: Items on the Statement of Financial Position
Cash & cash equivalents

Bank accounts and term deposits that mature within 90 days.

Trade & other receivables

Debtors and rates accounts (the amount that our ratepayers
and customers owe us).

Prepayments & inventory

Bills we have paid in advance (such as insurance), plus stock
items.

Other financial assets

Term deposits that mature after 90 days.

Non-current assets held for sale

Investment property that the council intends to sell within 12
months

Intangible assets

Carbon credits and computer software (Ozone)

Forestry assets

The standing value of trees grown specifically for logging

Investment property

Any property that is owned with the intention of generating a
return (e.g. Pyne’s building and north wharf buildings).

Property, plant & equipment

All other assets – roads, wharves, water and sewer
infrastructure, land, buildings, vehicles, furniture, art works,
library books, etc

Trade & other payables

Bills we haven’t paid yet, and other amounts we must pay
within 12 months (refundable bonds, GST, ECan’s share of
rates revenue, etc).

Employee liabilities

Annual leave owing to employees

Borrowings – current

Loans that must be repaid within 12 months.

Other liabilities – current

Development contributions held for the civic centre.

Provisions

Landfill aftercare provision – an estimate of the cost that will
be incurred to secure and cap the site once the landfill is
closed.

Borrowings – non current

The balance of loans that don’t need to be repaid within 12
months.

Other term debt

Environment Canterbury’s share of Marlborough Regional
Forestry debts, held on behalf.

Public equity

A type of equity which records accumulated surpluses and
deficits, and other movements in equity not recorded below.

Asset revaluation reserve

A type of equity which records movements in property, plant
and equipment values.

Special funds & reserves

A type of equity which records funds set aside for specific
purposes (such as grants, targeted rates, development
contribution funds, etc)
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KEY INDICATORS
AS AT 31 AUGUST 2017
OPERATING RESULT

OPERATING COSTS

operating surplus/(deficit)

costs to deliver existing levels of service

$3.39m

$2.32m

$102k favourable v/s year-to-date budget of $3,285k
$2,747k favourable v/s last year actual of $641k

$287k unfavourable v/s year-to-date budget of $2.03m
$1,083k favourable v/s last year actual of $1.23m

TOTAL EXTERNAL DEBT

INTEREST ON DEBT

total borrowings from bank

cost to service debt

$5.51m

$45k

$4,013k favourable v/s full year budget of $9.5m
$2,605k favourable v/s last year actual of $8.1m

$39k favourable v/s year-to-date budget of $84k
$18k favourable v/s last year actual of $63k

CAPITAL EXPENDITURE

DEVELOPMENT CONTRIBUTIONS

cost of new &/or replacement of assets

received for district growth

$5.38m

$41.5k

$2.6m unfavourable v/s year-to-date budget of $2.7m
$1.7m favourable v/s last year actual of $7.1m

$35.6k favourable v/s year to date budget of $6k
$42k unfavourable v/s last year actual of $0k

LONG TERM PLAN MEASURES
DEBT AFFORDABILITY BENCHMARK

EBID

financing expenses as a % of rates

earnings before interest and depreciation

2.8%

$3.79m

17.2% favourable v/s council approved limit of 20.0%
1.5% favourable v/s last year actual of 4.3%

$127k favourable v/s year-to-date budget of $3.66m
$2,729k favourable v/s last year actual of $1.06m

BALANCED BUDGET BENCHMARK

BORROWINGS TO EQUITY

revenue equal or greater than expenses

Term loans as a % of equity

246%

3.26%

146% favourable v/s council benchmark of 100%
94% unfavourable v/s last year actual of 152%

2.56% favourable v/s full year budget of 5.83%
1.83% unfavourable v/s last year actual of 5.09%
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STATEMENT OF FINANCIAL POSITION
AS AT 31 AUGUST 2017
BUDGET
to year end
$

ACTUAL
31/08/2017
$

ACTUAL
31/08/2016
$

Cash & cash equivalents

1,555,722

3,841,873

1,151,987

Trade & other receivables

3,021,779

5,833,887

1,924,525

Prepayments & inventory

98,200

1,689

78,553

4,675,701

9,677,449

3,155,065

-

230,933

232,491

Forestry assets

2,583,334

2,135,556

2,135,556

Investment property

2,113,125

1,870,000

1,870,000

163,825,490

166,105,491

165,354,048

Total non-current assets

168,521,949

170,341,980

169,592,095

TOTAL ASSETS

173,197,650

180,019,429

172,747,160

1,367,667

4,986,113

1,472,320

100,000

224,322

176,851

1,570,038

1,077,637

3,089,820

Other liabilities – current

-

-

646,952

Total current liabilities

3,037,705

6,288,072

5,385,943

-

414,184

414,184

7,620,943

4,428,193

5,020,740

564,606

334,226

334,226

8,185,549

5,176,603

5,769,150

Public equity

77,768,991

95,216,135

89,293,237

Asset revaluation reserve

81,256,673

70,607,530

70,607,530

2,252,273

2,731,089

1,691,300

Total equity

161,277,937

168,554,745

161,592,067

TOTAL LIABILITIES & EQUITY

173,197,650

180,019,429

172,747,160

ASSETS
Current assets

Total current assets
Non-current assets
Intangible assets

Property, plant & equipment

LIABILITIES
Current liabilities
Trade & other payables
Employee liabilities
Borrowings – current

Non-current liabilities
Provisions
Borrowings – non current
Other term debt
Total non-current liabilities
EQUITY

Special funds & reserves
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STATEMENT OF COMPREHENSIVE REVENUE & EXPENSE
FOR THE PERIOD ENDED 31 AUGUST 2017
BUDGET
31/08/2017
$

ACTUAL
31/08/2017
$

ACTUAL
31/08/2016
$

1,330,734

1,589,574

1,459,115

65,000

46,301

-

269,720

513,076

293,044

3,595,798

3,394,880

60,233

Development contributions

5,880

41,520

-

Interest revenue

3,278

423

2,875

Other revenue1

43,098

116,759

55,851

Total revenue

5,313,508

5,702,533

1,871,118

Personnel

601,838

592,694

276,878

Depreciation

295,852

359,487

391,196

83,840

44,721

62,578

Other expenses

1,046,956

1,318,384

602,726

Total expenses

2,028,486

2,315,286

1,333,378

Operating surplus/(deficit)

3,285,022

3,387,247

537,740

Gains/(losses) on revaluation

-

-

-

Vested assets

-

-

-

Ecan share of MRF profit/loss

-

-

-

Total other comprehensive
revenue

-

-

-

3,285,022

3,387,247

537,740

REVENUE
Rates revenue
Water meter charges
User fees & charges
Grants & subsidies

EXPENSES

Financing expenses

OTHER COMPREHENSIVE
REVENUE

TOTAL COMPREHENSIVE
REVENUE

1

Other Revenue includes Marlborough Regional Forestry joint venture revenue, penalties on overdue
leases, and petrol tax.
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STATEMENT OF ACTIVITY PERFORMANCE
(NET RESULT BY ACTIVITY EXCLUDING DEPRECIATION)
FOR THE PERIOD ENDED 31 AUGUST 2017
REVENUE
$

EXPENSE
$

Add back
Depreciation

NET RESULT
$

Roading

178,462

(217,073)

161,088

122,477

Water services

263,859

(214,195)

78,064

127,728

Sewerage

192,497

(144,417)

56,722

104,802

Stormwater

33,416

(19,088)

9,942

24,270

Refuse & recycling

74,097

(98,745)

2,618

-22,030

Community facilities

325,679

(245,122)

43,419

123,976

Commercial activities

134,800

(4,050)

70

130,820

1,747

(103,296)

3,586

-97,963

Regulation & control

387,012

(160,851)

4

226,165

Safety & wellbeing

117,639

(117,304)

3,974

4,309

District development

566,200

(379,632)

-

186,568

2,775,409

(611,308)

-

2,164,101

5,050,817

(2,315,081)

359,487

3,095,223

ACTIVITY REVENUE & EXPENSE

Leadership & governance

Earthquake event

NON-ACTIVITY REVENUE & EXPENSE
Less depreciation

(359,487)

Plus general rates, UAGC, and rates penalties, less rates remissions
Plus interest received

679,704
212

Plus/(less) gains/losses on sale of assets

1,800

Less losses on impairment of assets

-

Less bad debts written off from previous years

-

Less bad debt collection fees

(205)
292,024

Total Operating Surplus/(Deficit) per the Statement of Comprehensive
Revenue and Expense on previous page
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3,387,247

Capital Projects

Carried
forward
from
2016/17

Budget
$

Actual
Spent
$

-

Percent
complete

Date
scheduled

Projected
cost to
complete

Status

Comments

ROADING
Bridge replacement (EQ)

-

1,815,740

Car park repairs

-

50,000

Sealed surface renewals

102,640

Unsealed surface renewals

61,584

Drainage renewals

51,320

Road rehabilitation (EQ)

970,000

Puhi Puhi/Blue Duck (EQ)

350,000

Culvert replacement (EQ)

300,000

Traffic services

-

-

Streetlights

-

11,339
26,638

WATER SUPPLIES
Kaikoura township (EQ)

2,100,000

Peketa (EQ)

51,264

2%

150,000

Ocean Ridge (EQ)

30,000

Kaikoura township (non-EQ)

80,000

-

Kincaid

20,725

-

Oaro

12,000

-

SEWERAGE
Aeration lagoon (EQ)

1,254,170

Pump stations (EQ)

1,512,500

Pipe renewals (EQ)

633,330

Pipe renewals (non-EQ)

-

44,012

STORMWATER
Renewals (EQ)

381,160

7,022

10,000

-

548,000

-

7,698

-

25,000

3,074

Public toilets (EQ)

100,000

-

34 Esplanade (EQ)

135,000

-

Upgrades & consents

2%

REFUSE & RECYCLING
Demolition & hazardous
waste facilities
Landfill capping & aftercare

Fully funded from Environment Canterbury grant

COMMUNITY FACILITIES
Library books

Rural fire depot (EQ)

45,000

Airport hangar (EQ)

180,000

Memorial Hall (EQ)

160,500

Harbour dredging (EQ)
Civic Centre

12%

2,500,000

4,700,000

4,404,617

-

30,117

61%
Roller blinds, extra shelving, final labour costs
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On
track?

COMMERCIAL ACTIVITIES
25 Beach Road

73,000

-

LEADERSHIP &
GOVERNANCE
Office furniture

20,000

8,893

44%

Desks & chairs for new staff

Computer equipment

40,000

9,560

24%

Large format scanner, computers & laptops

Vehicles & plant

20,000

5,365

27%

Vehicle counters and library plant/equipment

16,021,356

4,519,912

24%

2,500,000

Major variances:
 The Earthquake Rebuild team have been prioritising, developing procurement strategies and preparing the work programme.
Note: Carry forward balances are to be reviewed and updated.

11

Working capital is calculated by subtracting current liabilities from current assets, and is an indicator
of our ability to pay our commitments to suppliers when payments fall due. Please refer to the
Finance Report narrative for more information.
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To:

Finance, Audit and Risk

Date:

25 September 2017

Subject:

Schedule of Meetings

Prepared by:

Suzanne Syme
Executive officer
Angela Oosthuizen
Chief Executive Officer

Authorised by:

Purpose and Origin:
To confirm a schedule of meetings for the 2017 and 2018 years.

Executive Summary:
At its meeting on 23 August 2017 Council agreed that it would adopt a new meeting schedule which
has the Earthquake Recovery Committee being held on the 2nd Wednesday of the month and the
Council meeting on the 4th Wednesday of the month. It was resolved that a special meeting of the
Finance, Audit and Risk Committee be called to create a new meeting schedule given the change to
the Council meeting schedule and a suggestion from the Finance team regarding frequency of
meetings.

Recommendation:
That the Finance, Audit & Risk Committee
1. Receive the report
2. That the Finance, Audit and Risk Committee agree a schedule of meetings for the
remainder of 2017 and 2018.

Background:
It was requested by the Finance, Audit and Risk Committee (FAR) that it be investigated whether or
not the Committee meetings could be held the week prior to Council rather than in the same week.
This would mean that the meetings would be held, depending on how the days fall, in the second
week of the month. This makes for a very short turnaround time to get financial information
prepared and into an agenda with reports having to be prepared the week before.
The Finance Team consider that the frequency of the Finance, Audit & Risk Committee meetings is
better aligned to a quarterly meeting based on the timing of key deliverables to the FAR as follows;
 Work Plan – Agreed at last meeting that there will be quarterly reporting of major
commitments and contracts - and Council Controlled Organisations six monthly.
 Risk Register - Monitored and updated by risk owners as a living document and formally
reviewed at Leadership Team meetings on a quarterly basis.
 Investment and Liability management reports are generated as Quarterly reports.
 Finance Report – Monthly management reports provided to each budget holder and
monthly reports to Council meetings – with quarterly reporting to the FAR
 Internal Audits and Policy updates – quarterly reporting.
If a matter arises where a decision needs to be made urgently by the Committee then an
extraordinary meeting can be called.
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Options:
The Committee has a number of options which it can consider in terms of meeting dates. These
include;
 Meet in the same week as Council – as has been the case until now.
 Meet in the week prior to Council – this does provide for a short term around time to have
financials ready.
 Meet every two months
 Meet quarterly – Given the size of the capital and operational expenditure associated with
earthquake recovery and rebuild activities less frequent meetings may mean that the
Finance, Audit and Risk Committee are not kept up to date with financial position and cash
flows to enable potential corrective actions to be taken timeously.

Community Views:
The community has not been consulted regarding these matters.
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