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Unconfirmed
CANTERBURY REGIONAL COUNCIL
ENVIRONMENT CANTERBURY

REPORT OF THE PERFORMANCE, AUDIT AND RISK COMMITTEE
THE 127th MEETING HELD IN THE COUNCIL CHAMBER
200 TUAM STREET, CHRISTCHURCH
ON THURSDAY, 1 DECEMBER 2016 AT 2.05PM
1.
2.
3.
4.

5.
6.
7.
8.
9.
10.
11.

CONTENTS
Apologies
Conflicts Of Interest
Deputations and Petitions
Performance
4.1
Action List
4.2
Operational Performance Report October 2016
4.3
Financial Health Report October 2016
4.4
Greater Christchurch Metro Financial Update
Audit
5.1
Audit New Zealand Report year end 30 June 2016
Risk
6.1
Health and Safety
6.2
Risk Management
Public Excluded
7.1
Internal Audit – Data Management
Notices of Motion
Extraordinary and Urgent Business
Questions
Next Meeting

PRESENT
Councillors Rod Cullinane (Chair), Claire McKay, Lan Pham, Peter Scott and John Sunckell
IN ATTENDANCE
Chairman David Bedford, Councillors Tom Lambie, Steve Lowndes and Peter Skelton
Julian Tan, Audit New Zealand for item 5.1
MANAGEMENT AND OFFICERS PRESENT
Bill Bayfield (Chief Executive), Miles McConway (Director Finance and Corporate Service), Jill
Atkinson (Director Strategy and Planning), Stefanie Rixecker (Director Science ), Katherine
Trought (Director Communications), Catherine Schache (General Counsel),
Katherine
Harbrow (Chief Financial Officer), John McClelland (Manager Finance) and Louise McDonald
(Senior Administration Officer)
Report writers and other staff were also in attendance.
WELCOME
Cr Cullinane welcomed every to this meeting.
1.

APOLOGIES
There were no apologies.
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Unconfirmed
2.

CONFLICTS OF INTEREST
No conflicts of interest were declared.

3.

DEPUTATIONS AND PETITIONS
There were no petitions or requests for deputations received.

4.

PERFORMANCE

4.1

Action List
Refer page 4 – Performance, Audit and Risk Committee Agenda
Miles McConway presented this report.
Resolved
That the Performance, Audit and Risk Committee receive the Action List.
Cr Sunckell/Cr McKay
CARRIED

4.2

Operational Performance Report
Refer page 6 – Performance, Audit and Risk Committee Agenda
Wendy Gainford presented this report for the year to 31 October 2016.
Clarification was requested on two sentences on compliance (page 15 of the agenda)
regarding the Waitaki Plan Change 3 consent review and what the 54 water consents
monitored with 37 non-compliant consents relate to?
Resolved
That the Performance, Audit and Risk Committee receive the Operational
Performance report for the year to 31 October 2016.
Cr Scott/Cr Pham
CARRIED

4.3

Financial Health Report
Refer page 22 – Performance, Audit and Risk Committee Agenda
John McClelland presented this report.
Resolved
That the Performance, Audit and Risk Committee receive the monthly financial
health report for the period ending 31 October 2016.
Cr Sunckell/Cr Scott
CARRIED
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4.4

Greater Christchurch Metro Financial Update
Refer page 28 – Performance, Audit and Risk Committee Agenda
Rob Woods presented this report and advised the following corrections to the
percentages quoted in first paragraph “Patronage and Commerciality Ratio” (page 29
of the agenda):
• Year to date patronage is down 3.3%.
• Year on year patronage for October is down 5.2%.
Referring to the action sheet (item 4.1) Rob Woods advised that the target for 2016/17
was 74% of fare transactions by Metrocard. The revised 2016/17 patronage forecast
was 13.3 million.
Resolved
That the Performance, Audit and Risk Committee receives the financial update
on the Greater Christchurch Metro Programme.
Cr Pham/Cr McKay
CARRIED

5.

AUDIT

5.1

Audit New Zealand Report Year End 30 June 2016
Refer page 32 – Performance, Audit and Risk Committee Agenda
Cr Cullinane welcomed Julian Tan, Audit New Zealand to the meeting. Mr Tan
presented the report to the Council on the audit of Environment Canterbury for the
year ended 30 June 2016.
Resolved
That the Performance, Audit and Risk Committee receive the Report to the
Council on the 30 June 2016 Environment Canterbury audit from Audit New
Zealand.
Cr Scott/Cr Sunckell
CARRIED

6. RISK
6.1

Health and Safety Report
Refer page 52 – Performance, Audit and Risk Committee Agenda
Matthew Bennett presented this report.
The Committee expressed interest in future
reports including benchmarking
information with comparison of data from other councils.
Resolved

That the Performance, Audit and Risk Committee receive the Health and Safety
report.
Cr Pham/Cr Scott
CARRIED
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6.2

Risk Management
Refer page 56 – Performance, Audit and Risk Committee Agenda
Katherine Harbrow presented this report.
Due to its potential risk to service delivery and budget, it was requested that public
transport be included in the risks to be managed.
Resolved
That the Performance, Audit and Risk Committee receives the risk report.
Cr Scott/Cr Sunckell
CARRIED

7.

PUBLIC EXCLUDED
Refer page 80 - Performance, Audit and Risk Committee Agenda
Resolved
That the public be excluded from the following part of the proceedings of this meeting, namely:
7.1

Internal Audit

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

Reason for passing this
resolution in relation to each
matter

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

Internal Audit

That good reason exists for
not discussing the matter
with the public present and
is not outweighed by the
public interest.

Section 48(1)(a)

This resolution is made in reliance on section 48(1) 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 proceeding
of the meeting in public are as follows:
7.1

Avoid prejudice to measure that prevent or mitigate material loss to members of the
public – Section 7(2)(e)

That appropriate officers and advisors remain to provide advice to the Committee.

Cr McKay/Cr Sunckell
CARRIED
The meeting went into public excluded session from 2.44 to 3.15 pm
7.1

INTERNAL AUDIT
The Committee confirmed the decision from the public excluded session in the open
meeting:
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Resolved
That the Performance, Audit and Risk Committee:
1.
receive the update on progress on the 2016-17 Internal Audit Plan;
2.
receive the Local Government Official Information and Meetings Act
(LGOIMA) Review (Ernst & Young - September 2016);
3.
receive the Data Management Strategy report (Ernst & Young - November
2016); and
4.
make the report and attachments publicly available.
Cr Scott/Cr Sunckell
CARRIED
8.

NOTICES OF MOTION
There were no notices of motion.

9.

EXTRAORDINARY AND URGENT BUSINESS
There was no extraordinary or urgent business.

10.

QUESTIONS
Councillor Pham asked if the valuable information coming out about the resilience of
the transport network following the Hurunui/Kāikoura earthquakes, would come to this
Committee for consideration in its responsibility of risk management.
Bill Bayfield advised that information would be provided to the Councillors, directly or
through to this Committee or a Council meeting, as appropriate timewise.

11.

NEXT MEETING
To be advised.

CLOSURE
The meeting closed at 3.20 pm.
CONFIRMED

DATE
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CANTERBURY REGIONAL COUNCIL
ENVIRONMENT CANTERBURY
REPORT OF PART OF THE 127TH MEETING
OF THE PERFORMANCE, AUDIT AND RISK COMMITTEE HELD
WITH THE PUBLIC EXCLUDED
IN THE COUNCIL CHAMBER, 200 TUAM STREET, CHRISTCHURCH
ON THURSDAY 1 DECEMBER 2016 AT 2.44 PM
PRESENT
Councillors Rod Cullinane (Chair), Claire McKay, Lan Pham, Peter Scott and John Sunckell
IN ATTENDANCE
Chairman David Bedford, Councillors Tom Lambie and Peter Skelton
Julian Tan, Audit New Zealand
STAFF
Bill Bayfield (Chief Executive), Miles McConway (Director Finance and Corporate Service),
Jill Atkinson (Director Strategy and Planning), Stefanie Rixecker (Director Science),
Katherine Trought (Director Communications), Catherine Schache (General Counsel),
Katherine Harbrow (Chief Financial Officer), Jeremy Dickson (Business Support & Customer
Services Manager), Steve McAuley (Transaction Services Team Leader – Internal Audit
Practice Leader) and Louise McDonald (Senior Administration Officer)
APOLOGIES
There were no apologies
7.1

INTERNAL AUDIT DATA MANAGEMENT
Refer page 2 - Performance, Audit and Risk Committee Public Excluded Agenda
Steve McAuley presented the update on the progress of the 2016-17 internal audit
programme.
It was requested that the status update include dates when audits are due to be
started.
The Committee were advised the recommendations from the Local Government
Official Information and Meetings Act (LGOIMA) Review had been implemented. A
report will be provided to the Committee.
Resolved

That the Performance, Audit and Risk Committee:
1.
receive the update on progress on the 2016-17 Internal Audit Plan;
2.
receive the Local Government Official Information and Meetings Act
(LGOIMA) Review (Ernst & Young - September 2016);
3.
receive the Data Management Strategy report (Ernst & Young November 2016); and
4.
make the report and attachments publicly available.
Cr Sunckell/Cr Pham
CARRIED
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Resolved
That the meeting come out of public excluded session.
Cr Scott/Cr McKay
The meeting moved out of public excluded session at 3.50 pm.
CONFIRMED

DATE
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5. Performance
5.1. Action List 9 February 2017
Performance, Audit and Risk
Committee (PARC) Report
Author
Endorsed by

Katherine Harbrow
Chief Financial Officer
Miles McConway
Director Finance and Corporate Services

Purpose
Attached is the Action List for the Performance, Audit and Risk Committee (PARC).
The purpose of this report is to record matters raised at the PARC meetings that require
substantial follow up actions and to provide delivery times and accountability.

Recommendations
That the Performance, Audit and Risk Committee receive the Action List 9 February
2017.

Attachments
1. Action List
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Performance, Audit & Risk Committee Action List
#

Meeting Date Resolution/Request

Action Taken

By Whom

Notes/Dates

Ongoing:
1.
11/08/2016

Efficiency and Productivity Reporting

Reports to be provided

Current meeting:
2.
1/12/17

Review the current PARC Terms of Reference

Information provided in
February PARC Agenda

Louise McDonald

Completed

3.

1/12/17

Report on how Treasury function operates

Information provided in
February PARC Agenda

John McClelland

Completed

4.

1/12/17

Report required on progress to resolve sensitive expenditure
issues raised in Audit NZ Management Report

Information provided in
February PARC Agenda

Katherine Harbrow

Completed

5.

1/12/17

Add PT risks to the Risk Management Report next PARC

Information provided in
February PARC Agenda

Katherine Harbrow
/ David Stenhouse

6.

1/12/17

Report on action plans for internal audits – Diversity Health,
LGOIMA and data management

Information provided in
February PARC Agenda

Tanya Clifford

Completed. Included
in PT report.
Location of project
risk reporting will be
clarified in Risk
Management
Workshop 9 March.
Completed

7.

1/12/17

Provide start and expected completion dates for 2016/17 internal
audits

Information provided in
February PARC Agenda

Tanya Clifford

Completed

Targets for Metrocard
uptake to be set

David Stenhouse

Completed 1
December PARC
Item 4.1 action sheet
- confirmed as 74%

Closed Actions from last meeting:
7/7/2016
Hard targets for Metrocard uptake were requested
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Miles McConway

Ongoing

12 of 107

#

Date of Meeting Resolution/Request

Action Taken

By Whom

Notes/Dates

22/09/16

PT Report to include a forecast for public passenger transport
patronage

Information to be provided David Stenhouse
to the next meeting

1/12/17

Operations Report explanation required around Waitaki Plan
Change 3 and in particular the number of consents.

Information clarified in
February 2017 Operations
report

Service Reviews (Section 17A of the Local Government Act 2002)

Report to be provided by Miles McConway
8 August 2017
Report to be provided in
Miles McConway
six months

August 2017

Information to be
provided to the next
meeting

Discussions with a
few other councils
and it appears they
are in a similar state
to us. However we
are al using different
measures. DoC are a
strong potential to
bench mark against/
align with them. Will
provide further
update next PAR
meeting.

Future meetings:
11/08/2016
2/6/2016

Benchmarking Administration and Support Services report or
alternative benchmarking survey to be followed up in six months

1/12/17

Health and Safety report to include benchmarking information
against other councils (if possible)
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Sam Elder

Matt Bennett

Completed 1
December PARC
Item 4.1 action sheet
- confirmed as 13.3m
The comment re
number of consents
did not relate to
Waitaki Plan change
3. 454 water metering
consents are being
monitored and 37
were found to be
non-compliant.

Request with SOLGM
re benchmarking
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5.2. Operations Report December 2016
Performance, Audit and Risk
Committee (PARC) Report
Author
Endorsed by

Wendy Gainford
Team Leader Corporate Reporting
Katherine Harbrow
Chief Financial Officer

Purpose
To report operational performance by portfolio for the year to 31 December 2016.

Value proposition
The Performance, Audit and Risk Committee's understanding of the operational
performance of the organisation is enhanced.

Recommendations
That the Committee:
1. receive the Operational Performance Report for the year to 31 December 2016.

Proposal
Background
The Performance, Audit and Risk Committee (PARC) Operations Report for December 2016
includes service delivery and related financial performance information for the 2016/17 year
to date.
The 4+8 Forecast was carried out in November and the results of this are now included in
the Operations report.
Overall Performance
At this stage 99% of Levels of Service performance targets are expected to be achieved by
year end, some have already been achieved and one target will not be achieved. This is
unchanged from the prior month.

Performance, Audit and Risk Committee 9 February 2017

14 of 107

Revenue is $0.4M or 1% over budget and expenditure is $1.8M or 2% under budget, leading
to a reserve accumulation of $0.5M, as opposed to the budget which anticipated reserve use
of $1.7M at this point in the year.
This is very similar to the November result which was revenue $0.3M over budget and
expenditure $1.7M under budget.
Performance against Levels of Service Targets
Of the 97 targets for 2016/17, three targets have been achieved and 93 are on track. It is
anticipated that one target will not be achieved:
The level of service target that will not be achieved is in the Planning, Consents and
Compliance Portfolio Level of Service 3, Measure 2 - "the median total time for all resource
consent applications received is 21 days", as reported to PARC in December.
Full details of all levels of service, measures, targets and current status are included in the
last six pages of the report. Please note there are three Public Passenger Transport targets
under LoS1 and one CWMS target under LoS3 being monitored although they are not
targets for the current year, these are excluded from performance reporting.
Financial Performance
Revenue
Overall revenue is $0.4M or 1% above budget with the largest variance on User Pays and
Other revenue, this is attributable to additional revenue received from the Ministry of the
Environment for the clean up of an electroplater site in Timaru.
Expenditure
Canterbury Water Management Strategy (CWMS) is underspent by $0.9M, which equates to
7% of budget. Zone delivery work has been underspent to date as the Science Group focus
has been on sub-regional work, this is forecast to be on budget by year end however.
Transport, Greater Christchurch rebuild and urban development is currently $0.8M
underspent due to lower than expected indexation and a delay in expansion of the Blue line
service. This underspend is offsetting reduced fare revenue which is the main cause of the
$0.5M revenue variance on this portfolio.
The Hazards, Risks and Safety portfolio has both increased expenditure and revenue of
$0.9M due to the Timaru electroplater cleanup as mentioned above. Leased land receipts
are also above expectation due to favourable arbitration outcomes, and harvest revenue is
higher than budget. Flood protection expenditure to December was $0.6M below budget.
Emergency Operations Centre (EOC) expenditure on EQ response is currently $1.4M, some
of this may be reimbursed from central government and other agencies. A claim for EQ
related costs is currently being complied. 100% of EOC welfare costs will be refunded by the
Ministry of Civil Defence and Emergency Management (MCDEM). The remainder of EQ
costs maybe be 60% refunded by MCDEM or be funded from reserves. No income has
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been recognised in the accounts as yet. The net result for the portfolio is a revenue variance
of $1.6M with an expenditure variance of $1.2M.
Planning, consents and compliance revenue is below budget by $0.7M, with expenditure
below budget by $0.5M. The main driver of both variances is lower than budgeted volume of
consent application processing work.
4+8 Forecast
Environment Canterbury reforecasts revenue and expenditure twice during each financial
year, this was carried out at the end of October, when 4 months actual results informed the
reforecast of the remaining 8 months financial performance. Unfortunately because of the
election process and establishment of Committees etc, this forecast report couldn't be
presented in December as it would normally be. The forecast results are:
Revenue is forecast to be $0.6M higher than budget at the year end.
There is forecast to be additional operational expenditure of $2.9M ($1.0m Timaru
electroplater and grant funded. Kaikoura $0.4m).
Also forecast is a reduction of $2.5M on capital expenditure due to the delay in the tag on
tag off passenger transport project.
The overall effect in the current year on reserves is forecast to be neutral given that capital
projects and operational activity over and underspends, net out in the relevant reserve.
The tag on tag off project will however affect reserves in the following year by $1.2m.

Variances over the significance threshold on a portfolio basis are:
Hazards, risks and safety – Additional expenditure and revenue of $1.0M related to Timaru
electroplater. Additional expenditure on Kaikoura flood protection repairs of $0.4M to be met
from reserves.
Transport, Greater Christchurch rebuild and urban development – There are several
causes of the forecast variance to budget, which net off against each other:





Reduced patronage – fare revenue is forecast to be $1.0M lower than budget
Reduced operating costs – $0.7M for delay to Blue line expansion
Additional expenditure - $0.6M contribution to national ticketing system
Delay to capital project – Tag on Tag off system will not happen this financial year
therefore reduced capital expenditure of $2.5M, and reduction in depreciation. This
reduces grant revenue from NZTA and the use of reserve this year.
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OPEX

GRANT

UP &
OTH

RESERVES

CAPEX

Bus contracts - reduction in expenditure

(0.670)

(0.342)

-

(0.328)

-

Bus contracts - reduction in fare revenue

-

0.520

(1.020)

0.500

-

0.480

0.288

-

0.192

-

(0.231)

-

-

(0.231)

-

IT Systems – National ticketing system

0.614

0.313

-

0.301

-

PT staff restructure

0.337

0.172

-

0.165

-

-

(1.275)

-

(1.225)

(2.500)

0.530

(0.324)

(1.020)

(0.627)

(2.500)

Total Mobility – increase in uptake
IT Systems - reduction in depreciation

IT Systems Support – delay in capex

The net result of these variations is an increase of $0.5M in operating expenditure and a
decrease of $2.5M in capital expenditure. The effect on revenue is a reduction of $1.0m in
fare revenue, $0.3M less grant revenue and reserve usage will be $0.6M lower than
budgeted this year.
Please note the 4+8 Forecast was based on the October result and was carried out before
EOC costs related to EQ response were estimated or incurred. These costs are therefore
excluded from the forecast.
Details of the 4+8 forecast can be found at Appendix 1 of the Operations Report.

Attachments


Operations Report December 2016
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OPERATIONAL PERFORMANCE SUMMARY

December 2016

Delivery of Levels of Service Targets
100%
Good

80%

Satisfactory

60%

Poor

40%

Actual Prior Year
Actual Current Year

20%
0%
J

A

Summary of Levels of Service Targets

Levels of Service Targets by Portfolio

S

O

Total

N

D

J

F

% OK Won't Achieve

M

A

M

J

Not On Track

On Track

Achieved

97

96

1

0

93

3

100%

99%

1.0%

0.0%

95.9%

3.1%

Total

% OK Won't Achieve

Not On Track

On Track

Achieved

6

100%

0

0

6

0

Transport, GCR & UD

10

100%

0

0

9

1

Regional leadership

15

100%

0

0

13

2

5

100%

0

0

5

0

Biodiversity & biosecurity

16

100%

0

0

16

0

Hazards, risks & safety

34

100%

0

0

34

0

Planning, consents & compliance

11

91%

1

0

10

0

CWMS

Air quality

Summary of Financial Performance
Year to Date $m
FUNDING OF SERVICES - REVENUE

Act

Bud

Rates

45.0

45.0

Grants

13.3

13.5

User Pays and other

18.3

Total Revenue

Fcast

Bud

0%

91.9

91.9

0

0%

(0.3)

-2%

30.9

29.9

1.0

3%

17.6

0.7

4%

35.2

35.6

(0.4)

-1%

76.6

76.2

0.4

1%

158.0

157.4

0.6

0%

DELIVERY OF SERVICES - EXPENDITURE

Act

Bud

Fcast

Bud

Canterbury Water Management Strategy (CWMS)

11.7

12.6

(0.9)

-7%

25.6

25.3

0.4

1%

Transport, greater Christchurch rebuild and urban development

33.1

33.9

(0.8)

-2%

69.9

69.3

0.5

1%

Regional leadership

6.3

6.7

(0.4)

-6%

13.1

13.1

0.0

0%

Air quality

1.6

1.8

(0.2)

-11%

3.8

3.7

0.2

5%

Biodiversity and biosecurity

3.7

4.0

(0.3)

-8%

9.5

9.4

0.2

2%

12.5

11.3

1.2

11%

24.6

23.2

1.5

6%

7.1

7.5

(0.5)

-6%

15.2

15.1

0.1

1%

76.0

77.9

(1.8)

-2%

161.9

159.0

2.9

2%

0.5

(1.7)

2.2

Hazards, risks and safety
Planning, consents and compliance
Total Expenditure

Reserve Accumulation / (Use)
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Full Year $m

0

Var

%

%

(3.9)

(1.6)

Var

%

Var

%

(2.3)
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Canterbury Water Management Strategy (CWMS)

December 2016

Director: Jill Atkinson - Programme Manager: Don Chittock
Delivery of Levels of Service Targets
Good

Total

100%

Satisfactory

6

Will not be
achieved
0

Not on
track
0

On
track
6

0.0%

0.0%

100%

Poor
80%

Actual Prior Year

0.0%

Achieved
0
0%
100.0%

Actual Current Year
60%

J

A

S

O

N

D

J

F

M

A

M

J

Measures = 7
Targets = 7
Not measured this year = 1
The chart reports on performance against targets - refer to LoS Summary for details of Levels of Service, Measures and Targets for this portfolio.
Levels of Service = 5

Comments on service delivery
Delivery of Targets:

Facilitation of Zone Committees continues, with work continuing on quarterly Zone Committee reports. Waimakariri
and Orari-Temuka-Opihi-Pareora (OTOP) science work is progressing; currently testing and reporting on scenarios.
Science group work for Zone Delivery is ramping up. First draft of follow up OTOP water resources project was sent to
Irrigation Acceleration Fund for feedback. A series of successful joint organisation Irrigation Efficiency field days were
held across the region over past 2 months.

Comments on financial performance:
Revenue:

Managed Aquifer Recharge (MAR) and OTOP projects will be invoicing IAF Fund in January once project reporting has
been accepted.

Expenditure:

Preparation is underway for water quality and quantity work programmes, contracts have been secured. Associated
spending is expected to level out over the summer months as these work programmes begin. The Science group focus
has been on sub-regional plan work, so zone delivery work has been underspent to date but is forecast to be at budget
by year end.

Emerging Issues:

No emerging issues - please note - Some changes to work in response to the Earthquakes in the Northern Zone. Will
work with Zone Committee to reprioritise focus in light of community demand.

Year to Date

Full Year

FUNDING OF SERVICES - REVENUE
Rates
Grants
UP and other
Total Revenue

Act
11.7
0.0
0.1
11.7

Bud
11.7
0.2
0.0
11.8

Var
%
0%
(0.2) -93%
0.1 +100%
(0.1)
-1%

DELIVERY OF SERVICES - EXPENDITURE
CWMS Facilitation
Water quality and quantity monitoring
RMA Water Framework
ZIP Delivery
Regional Water Infrastructure
Total Expenditure

Act
1.1
2.8
3.8
3.6
0.4
11.7

Bud
1.1
2.9
4.0
4.1
0.4
12.6

Var
(0.1)
(0.2)
(0.1)
(0.5)
(0.0)
(0.9)

Reserve Accumulation / (Use)

(0.0)

(0.8)

0.8
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%
-7%
-5%
-4%
-12%
-4%
-7%

Fcast
23.4
0.3
0.0
23.7

Bud
23.4
0.3
0.0
23.7

Var
-

%
0%
0%
0%
0%

Fcast
2.2
6.0
8.3
8.3
0.8
25.6

Bud
2.2
6.0
8.0
8.3
0.8
25.3

Var
0.4
0.4

%
0%
0%
4%
0%
0%
1%

(1.9)

(1.5)

(0.4)
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Transport, Greater Christchurch Rebuild and Urban Development December 2016
Director: Don Rule & Jill Atkinson - Programme Manager: Sam Elder
Delivery of Levels of Service Targets
Good

100%

Total

Will not be
achieved

Not on
track

On
track

Achieved

10

0

0

9

1

0.0%

0.0%

90%

10%

Satisfactory
Poor

80%

Actual Prior Year

0.0%

Actual Current Year

100.0%

60%
J

A

S

O

N

D

J

F

M

Measures = 13

Levels of Service = 5

A

M

J

Targets = 13

Not measured this year = 3

The chart reports on performance against targets - refer to LoS Summary for details of Levels of Service, Measures and Targets for this portfolio.

Comments on service delivery
Delivery of Targets:

Public transport patronage continues to decline in greater Christchurch. This may be attributable to ongoing road
works that make trips unreliable, congestion on key corridors, slower than anticipated central city rebuild and
employment, as well as low fuel prices and high per capita vehicle ownership. Marketing campaigns are ongoing
to promote the positive attributes of metro travel as well as increase metrocard uptake.

Achieved Targets:

Canterbury Regional Council ratifies the update of the Greater Christchurch Urban Development Strategy as
recommended by the Urban Development Strategy Implementation Committee.

Comments on financial performance:
Revenue:

User pays revenue (bus fares) is below expectation due to reduced patronage.

Expenditure:

Community Transport is over budget due to higher than expected Total Mobility use. Operating costs for the
Greater Christchurch Metro are under budget as indexation is lower than the anticipated level, the September level
was 0% compared to budgeted 2%. The delay in expanding the Blue Line service has also contributed to reduced
operating costs, this was budgeted for a whole year, but is now scheduled for late April. The Urban Development
Strategy (UDS) review has not yet commenced, the timing of this will depend on the timeline developed by the
UDS Implementation Committee.

Emerging Issues:

No emerging issues

Year to Date

Full Year

FUNDING OF SERVICES - REVENUE
Rates
Grants
UP and other
Total Revenue

Act
10.5
12.8
9.3
32.6

Bud
10.5
12.8
9.8
33.1

Var
(0.1)
(0.4)
(0.5)

%
0%
0%
-4%
-1%

Fcast
21.3
27.9
18.9
68.1

Bud
21.3
28.3
19.9
69.4

Var
(0.3)
(1.0)
(1.3)

%
0%
-1%
-5%
-2%

DELIVERY OF SERVICES - EXPENDITURE
Community Transport
Greater Christchurch Metro
Greater Christchurch Urban Development Strategy
Land Transport
South Canterbury Metro
Total Expenditure

Act
1.8
30.2
0.4
0.2
0.5
33.1

Bud
1.5
31.1
0.5
0.2
0.5
33.9

Var
0.3
(0.8)
(0.2)
(0.0)
(0.0)
(0.8)

%
18%
-3%
-33%
-15%
-3%
-2%

Fcast
2.9
64.3
1.1
0.5
1.1
69.9

Bud
2.9
63.8
1.1
0.5
1.1
69.3

Var
0.5
0.0
0.5

%
0%
1%
1%
0%
0%
1%

Reserve Accumulation / (Use)

(0.5)

(0.8)

0.3

(1.8)

0.1

(1.9)
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Regional Leadership

December 2016

Director: Jill Atkinson - Programme Manager: David Perenara-O'Connell
Delivery of Levels of Service Targets
Good

100%

Satisfactory
Poor

Total

Will not be
achieved

Not on
track

On
track

Achieved

15

0

0

13

2

0.0%

0.0%

87%

13%

80%

Actual Prior Year

0.0%

100.0%

Actual Current Year

60%
J

A

S

O

N

D

J

F

M

Measures = 13

Levels of Service = 7

A

M

J

Targets = 15

Not measured this year = 0

The chart reports on performance against targets - refer to LoS Summary for details of Levels of Service, Measures and Targets for this portfolio.

Comments on service delivery:
Delivery of Targets:

A new communications strategy for Council is being developed over the next few months which will determine
the way the communications section works but also how the organisation engages with stakeholders and the
public. The new ECan website was publicly released on 14 December and is performing well. The Annual Plan
project started in September and is on track to provide draft 2017/18 Annual Plan in February 2017. Services
from Arowhenua advisory entity are due to commence in March 2017. A number of Tuia relationship meetings
were cancelled due to earthquakes and have been re-scheduled for 2017.

Watchlist:

The following targets were not achieved in 2015/16:

Status

- A total of 75% of staff respondents are confident in their relationship with Ngāi Tahu

On track

- State of the Environment reporting data and information are accessible on the ECan website

On track

Achieved Targets:

A data governance framework is operational across the organisation by September 2016
Environment Canterburys policy advice meets NZIER s good practice standards with scores on average 6.75 or
better.

Comments on financial performance:
Revenue:
Expenditure:

Emerging Issues:

No significant variance to budget
Annual Plan & Long Term Plan costs are expected to be close to budget by year end. Annual Planning work
underway & Long Term Plan project currently in the planning phase. Tuia underspend has been re-allocated to
support cultural GIS project, farm advice position & consent remission for Wairewa.
Canterbury Maps work has been disrupted by earthquakes due to GIS and science staff being redeployed to
earthquake response work, however the collaboration and utilisation has demonstrated and enhanced the value
of the service. State of the Environment (Biodiversity) work has been similarly affected by staff redeployment.

FUNDING OF SERVICES - REVENUE

Year to Date $m Var %

Full Year $m

Year to Date

Var %

Full Year

FUNDING OF SERVICES - REVENUE
Rates
Grants
UP and other
Total Revenue

Act
5.2
0.1
0.7
6.0

Bud
5.2
0.0
0.8
6.0

Var
0.0
(0.0)
0.0

%
0%
89%
-4%
0%

Fcast
10.4
0.1
1.5
12.0

Bud
10.4
0.1
1.5
12.0

Var
0.0
0.0

%
0%
69%
0%
0%

DELIVERY OF SERVICES - EXPENDITURE
Governance Services
Regional policy, data, strategy and community engagement
Ngai Tahu Engagement
Total Expenditure

Act
1.7
4.2
0.4
6.3

Bud
1.8
4.4
0.6
6.7

Var
(0.1)
(0.2)
(0.1)
(0.4)

%
-5%
-4%
-22%
-6%

Fcast
3.0
8.9
1.3
13.1

Bud
3.0
8.9
1.3
13.1

Var
0.0
0.0

%
0%
0%
4%
0%

Reserve Accumulation / (Use)

(0.3)

(0.7)

0.4

(1.1)

(1.1)

0.0
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Air

December 2016

Director: Katherine Trought - Programme Manager: Vanessa Scott
Delivery of Levels of Service Targets
Good

100%

Satisfactory
Poor

Total

Will not be
achieved

Not on
track

On
track

Achieved

5

0

0

5

0

0.0%

0.0%

100%

0%

80%

Actual Prior Year

0.0%

100.0%

Actual Current Year
60%
J

A

S

O

N

D

J

F

M

Measures = 3

Levels of Service = 3

A

M

J

Targets = 5

Not measured this year = 0

The chart reports on performance against targets - refer to LoS Summary for details of Levels of Service, Measures and Targets for this portfolio.

Comments on service delivery
Delivery of Targets:

Planning for the winter 2017 programme is underway, our summer students are out on the streets canvassing and the
contract for the Waimate Open Fire Replacement Project has been released for signing, which will see an increase in
expenditure as this project progresses. The Air Plan is still subject to two discrete appeals which we hope will be
resolved this year, forecast costs associated with this will come from reserves.

Comments on financial performance:
Revenue:
Expenditure:

Emerging Issues:

Portfolio is within budget.
Reduced expenditure is due to the delay in contracts being assigned. The summer programme has commenced and
work for the winter 2017 programme is underway. Costs are likely to increase over the coming months.
No emerging issues

Year to Date

Full Year

FUNDING OF SERVICES - REVENUE
Rates
Grants
UP and other
Total Revenue

Act
1.6
0.1
1.7

Bud
1.6
0.1
1.7

Var
(0.0)
(0.0)

%
0%
-1%
0%

Fcast
3.1
0.0
0.3
3.4

Bud
3.1
0.3
3.3

Var
0.0
0.0

%
0%
0%
1%

DELIVERY OF SERVICES - EXPENDITURE
Air Quality
Total Expenditure

Act
1.6
1.6

Bud
1.8
1.8

Var
(0.2)
(0.2)

%
-11%
-11%

Fcast
3.8
3.8

Bud
3.7
3.7

Var
0.2
0.2

%
5%
5%

Reserve Accumulation / (Use)

0.1

(0.1)

0.2

(0.5)

(0.3)

(0.2)
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Biodiversity and Biosecurity

December 2016

Director: Don Rule - Programme Manager: Don Chittock
Delivery of Levels of Service Targets
Good

100%

Satisfactory

Poor

Total

Will not be
achieved

Not on
track

On
track

Achieved

16

0

0

16

0

0.0%

0.0%

100%

0%

80%

0.0%

Actual Prior Year

100.0%

Actual Current Year
60%
J

A

S

O

N

D

J

F

M

Measures = 8

Levels of Service = 3

A

M

J

Targets = 16

Not measured this year = 0

The chart reports on performance against targets - refer to LoS Summary for details of Levels of Service, Measures and Targets for this portfolio.

Comments on service delivery
Delivery of Targets:

Work commenced on Te Waihora predator control, Banks Peninsula weed control, Elmwood fish habitat
enhancement, long-tailed bat habitat protection in Orari Temuka Opihi Pareora zone, Ashburton braided river
habitat enhancement, Kowhai Bush predator control, kea project in the Hawdon Valley and a QEII covenant at
High Peak Station. Work is ongoing on wilding conifer regional programme planning and implementation.

Watchlist:

The following targets were not achieved in 2015/16:
- A reducing trend in pest levels identified in the Regional Pest Management Plan

Status
On track

Comments on financial performance:
Revenue:

Progress payment and associated revenue (MfE grant) due in Dec 2016 for completion of science work on
macrophyte beds - work slightly behind so progress payment not yet invoiced. Additional $36k revenue was
received for recovery of costs from project partners/funders for expenses relating to the introduction of RHDV1
(rabbit calicivirus) and Kowhai Bush predator control.

Expenditure:

Te Waihora underspent on delivery of biodiversity projects due to seasonally unfavourable conditions contracts for the remaining biodiversity works are being developed in January-February.

Emerging Issues:

No emerging issues.

Year to Date

Full Year

FUNDING OF SERVICES - REVENUE
Rates
Grants
UP and other
Total Revenue

Act
3.3
0.1
0.1
3.6

Bud
3.3
0.2
0.0
3.5

Var
%
0%
(0.0) -24%
0.1 +100%
0.0
1%

Fcast
7.5
0.7
0.1
8.3

Bud
7.5
0.5
0.1
8.1

Var
0.2
0.2

%
0%
34%
0%
2%

DELIVERY OF SERVICES - EXPENDITURE
Biodiversity & Ecosystem Health
Biosecurity
Te Waihora Restoration
Total Expenditure

Act
1.6
1.8
0.3
3.7

Bud
1.7
2.0
0.4
4.0

Var
(0.1)
(0.1)
(0.1)
(0.3)

Fcast
4.2
4.1
1.2
9.5

Bud
4.2
4.1
1.0
9.4

Var
0.0
0.1
0.2

%
1%
0%
15%
2%

Reserve Accumulation / (Use)

(0.1)

(0.5)

0.4

(1.2)

(1.2)

0
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-7%
-6%
-29%
-8%
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Hazards, Risks and Safety

December 2016

Director: Don Rule - Programme Manager: Sam Elder
Delivery of Levels of Service Targets
Good

Total

100%

34

Satisfactory
Poor

Will not be
achieved
0

Not on
track
0

On
track
34

0.0%

0.0%

100%

80%

Actual Prior Year

0.0%

Achieved
0
0%
100.0%

Actual Current Year

60%
J

A

S

O

N

D

J

F

M

Measures = 18

Levels of Service = 10

A

M

J

Targets = 34

Not measured this year = 0

The chart reports on performance against targets - refer to LoS Summary for details of Levels of Service, Measures and Targets for this portfolio.

Comments on service delivery:
Delivery of Targets:

The focus has been on the North Canterbury earthquakes - supporting response and recovery, including stop
bank assessment and repairs, and landslide dam monitoring. The Electroplater Clean-Up in Timaru progressing
well. Minimal marine oil spills indicates an excellent outcome from working with operators.

Comments on financial performance:
Revenue:

The Waste and Hazardous Substances costs has $0.9M more revenue than budgeted due to external funding for
the Timaru electroplater project, which is balanced by expenditure. Revenue from flood protection and control
is up $0.9M due to higher forest returns, more user pays engineering work, and higher rentals than expected
due to positive arbitration outcomes. Slightly lower than budgeted revenue in other codes are expected to be
on budget by YE.

Expenditure:

CDEM expenditure incurred YTD in response to the 14 November earthquake is $1.4m. There will be some
reimbursement from central government and individual agencies. Flood protection expenditure YTD is down
$0.6M, with less maintenance required in central area from low river flows and no notable flood events;
however an additional $0.5M of earthquake-related flood protection cost is anticipated by YE. An extra $0.9M
of expenditure for cleanup of Timaru electroplater site is also expected, but is offset by funding from central
govt.

Emerging Issues:

Annual Kaikōura coastal hazards cross section survey (scheduled Jan 2017) will only be partially completed due
to damage to control benchmarks.

Year to Date

Full Year

FUNDING OF SERVICES - REVENUE
Rates
Grants
UP and other
Total Revenue

Act
9.1
0.3
4.8
14.1

Bud
9.1
0.2
3.2
12.5

Var
0.0
1.6
1.6

%
0%
18%
50%
13%

Fcast
18.8
1.5
7.0
27.3

Bud
18.8
0.5
6.4
25.7

Var
%
0%
1.0 +100%
0.6
10%
1.6
6%

DELIVERY OF SERVICES - EXPENDITURE
Natural Hazards
Navigational and recreational boating safety
Flood protection and control works
Coastal environment and hazards
Emergency Management
Contaminated hazardous land and waste
Total Expenditure

Act
1.0
0.5
6.7
0.7
2.2
1.5
12.5

Bud
1.1
0.5
7.2
0.9
0.8
0.7
11.3

Var
%
(0.1)
-8%
(0.1) -11%
(0.6)
-8%
(0.2) -25%
1.4 +100%
0.8 +100%
1.2
11%

Fcast
2.5
1.3
14.9
1.9
1.8
2.4
24.6

Bud
2.4
1.2
14.8
1.9
1.7
1.3
23.2

Var
0.1
0.1
0.1
0.1
1.0
1.5

1.6

1.2

2.7

2.5

0.2

Reserve Accumulation / (Use)
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0.4

%
3%
11%
1%
0%
6%
77%
6%
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Planning, Consents and Compliance

December 2016

Director: Don Rule - Programme Manager: Sam Elder

Delivery of Levels of Service Targets
Good

100%

Total

80%

11

Satisfactory

Will not be
achieved
1

Not on
track
0

On
track
10

9.1%

0.0%

91%

Poor
Actual Prior Year

60%

9.1%

Actual Current Year 40%

Achieved
0
0%
90.9%

20%
J

A

S

O

N

D

J

F

Measures = 10

Levels of Service = 6

M

A

M

J

Targets = 11

Not measured this year = 0

The chart reports on performance against targets - refer to LoS Summary for details of Levels of Service, Measures and Targets for this portfolio.

Comments on service delivery
Delivery of Targets:

We continue to support district councils with district plan reviews and plan changes. Outstanding RMA consent
appeals which are still creating significant cost are P&E Ltd, Infinity Investments, WIL and the remaining Upper
Waitaki appeals. One consent review is underway (Waitaki PC3) which is consent holder funded and running to
budget.

Will Not Achieve:

The median total time for all resource consent applications received is 21 days.

Watchlist:

The following targets were not achieved in 2015/16:
- The median total time for all resource consent applications received is 21 days

Status
Will not be achieved

- All active moderate and major non-compliance issues are resolved or in the process of
being resolved

On track

Comments on financial performance:
Revenue:

Revenue is $0.7M under budget, driven by lower than budgeted volume of consent applications; less chargeable work
on consent monitoring due to other zone priorities; a delay in invoicing regional partners for WEMT activities (this
should occur soon as funding for 2016-19 has now been agreed); and dam consents applications being phased later in
the year than expected.

Expenditure:

Costs are $0.5M under budget, primarily driven by less consent application processing work than planned.

Emerging Issues:

Council has been advised that the Level of Service related to median time for processing of consents will not be
achieved due to an increased proportion of complex consents and associated elapsed processing time for these
consents. The current median processing time is 24 days compared to the target of 21 days.

Year to Date
FUNDING OF SERVICES - REVENUE

Act

Bud

Var

Rates

3.7

3.7

-

-

0.1

Grants

Full Year
%

Fcast

Bud

Var

0%

7.4

7.4

-

%
-

(0.1) -100%

0.3

0.3

-

-

UP and other

3.1

3.7

(0.6)

-16%

7.4

7.4

-

-

Total Revenue

6.8

7.5

(0.7)

-9%

15.1

15.1

-

-

DELIVERY OF SERVICES - EXPENDITURE

Act

Bud

Var

%

Fcast

Bud

Var

Compliance of Authorisations

2.7

2.8

(0.1)

-2%

5.6

5.6

-

-

Processing applications for authorisations

3.9

4.3

(0.4)

-8%

8.6

8.5

0.1

0.0

Regional Policy Statement

0.4

0.5

(0.1)

-14%

1.0

1.0

-

-

Total Expenditure

7.1

7.5

(0.5)

-6%

15.2

15.1

0.1

0.0

(0.3)

(0.0)

(0.1)

0.0

Reserve Accumulation / (Use)
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(0.2)

%

(0.1)
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ALL PORTFOLIO LEVELS OF SERVICE
Operational Performance Report
As At December 2016
Canterbury Water Management Strategy

Delivery
Last Month

Delivery
This Month

Programme: CWMS Committee Facilitation

Last Month

This Month

LoS 1 - In partnership with Canterbury regions district and city councils and Ngai Tahu, facilitate the CWMS zone and regional committees to provide
ongoing and improved community input to water management decisions.
Report received from each committee on their progress with
Eleven reports that demonstrate progress on:
implementation of their Zone Implementation Programmes and the - environmental restoration
ten target areas.
- improved water quality
- improved water use efficiency and land management
- infrastructure for reliable water supply

On track to
be achieved

On track to
be achieved

Last Month

This Month

Programme: Environmental monitoring and progress reporting

LoS 2 - Gather and make available information on water quantity, water quality, ecosystem health, soils, and progress towards the CWMS targets.
See detailed table including measures and monitoring for:
- rainfall
- river flows
- river water quality
- lake water quality
- marine water quality
- Estuary water quality
- Ecosystem health
- Groundwater levels
- Groundwater quality
- Land
- Recreational swimming
- Water use

See detailed table including targets associated with:
- number of sites measured
- Frequency of measure
- availability of information

On track to
be achieved

On track to
be achieved

Report on progress towards CWMS targets is complete

Report completed in June 2017

On track to
be achieved

On track to
be achieved

Last Month

This Month

Programme: RMA water framework

LoS 3 - Work with the zone committees to lead a community process to collaboratively establish environmental limits for water quality and water quantity in
Canterbury.
A schedule of RMA plans or variations is notified that reflects the
No RMA plans or variations scheduled for year 2 LTP (2016/17).
On track to
On track to
community recommendations for environmental limits
Orari Opihi Pareora and Waimakariri scheduled for year 3 LTP
be achieved be achieved
(2017-2018)
Programme: ZIP delivery

Last Month

This Month

Annual zone work programmes agreed by zone committees, made Ten work programmes available with progress reporting on the
available and completed
website by June 2017

On track to
be achieved

On track to
be achieved

Joint work programmes with CDHB, Irrigation New Zealand, the
Canterbury dairy industry, Fish and Game (North Canterbury and
Central South Island).

On track to
be achieved

On track to
be achieved

Last Month

This Month

LoS 4 - In partnership with other parties, implement the recommendations in the zone implementation and regional programmes.

Annual work programme and report on progress available on the
website.

Programme: Regional water infrastructure

LoS 5 - Facilitate an integrated approach to development of water infrastructure in Canterbury that delivers on all the CWMS targets.
An annual schedule of work which influences irrigation
development in the region is agreed with the CWMS Regional
Committee

A regional infrastructure work programme is available with quarterly On track to
progress reporting on the website.
be achieved

On track to
be achieved

Transport, Greater Christchurch Rebuild and Urban Development

Last Month

This Month

Programme: Public passenger transport

Last Month

This Month

LoS 1 - Deliver quality public transport services that meet the needs of the community and result in increased patronage.
Provide quality public transport services that take people where
they want to go.

95% of passengers are satisfied or better with the overall service.

On track to
be achieved

On track to
be achieved

The number of passenger boardings per year in greater
Christchurch and Timaru.

20 million trips by 2020 and 35 million trips by 2030.

May not be
achieved

On track to
be achieved

Proportion of total trips made by public transport in greater
Christchurch.

3% of total trips by 2020 and 5% of total trips by 2030.

May not be
achieved

On track to
be achieved

Proportion of costs covered by passenger fares.

50% cost recovery in Canterbury in 2020.

May not be
achieved

On track to
be achieved

On track to
be achieved

On track to
be achieved

Provide Total Mobility scheme for transport-disadvantaged people. Less than 5% of registered Total Mobility passengers make a
complaint to Environment Canterbury about the service they
received.
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ALL PORTFOLIO LEVELS OF SERVICE
Operational Performance Report
As At December 2016
Number of communities who receive support from Environment
Canterbury to establish Community Vehicle Trusts where
conventional public transport services are not feasible.

100% of all communities who approach Environment Canterbury
regarding vehicle trusts are offered support.

Programme: Regional land transport

On track to
be achieved

On track to
be achieved

Last Month

This Month

LoS 2 - Through the Regional Transport Committee, produce, implement and review a Regional Land Transport Plan and provide strategic leadership for
integrated transport planning across the region.
Regional land transport plans are produced every three years.
Deliver the regional land transport plans within time frames.
On track to
On track to
be achieved be achieved
Provision of administrative support to the Regional Transport
Committee and associated working groups.

The Regional Transport Committee and associated working groups On track to
receive support at regular meetings.
be achieved

On track to
be achieved

Advocate for integrated transport solutions regionally.

Lead the development and implementation of a joint work
programme for integrated regional transport.

On track to
be achieved

On track to
be achieved

Last Month

This Month

Programme: Greater Christchurch rebuild and urban development

Support earthquake recovery and rebuild in greater christchurch through the effective development, implementation and transitioning of recovery plans
and programmes.
LoS 3 - Support strategic partners by participation in any work and groups as required.
Participate in future use of residential red zone processes.

Timely contribution to the future use of the red zone technical,
working and steering groups as an when required.

On track to
be achieved

On track to
be achieved

LoS 4 - Lead the review of the Greater Christchurch Urban Development Strategy
Canterbury Regional Council ratifies the update of the Greater
Christchurch Urban Development Strategy as recommended by
the Urban Development Strategy Implementation Committee.

By August 2016

Achieved

Achieved

Canterbury Regional Council works with strategic partners to
begin a review of the Greater Christchurch Urban Development
Strategy with a vision agreed through community engagement.

Results of community engagement considered by June 2017

On track to
be achieved

On track to
be achieved

LoS 5 - Complete planning and consent monitoring associated with Whakaraupo/Lyttelton Harbour catchment and the Lyttelton Port Recovery Plan
Implement the relevant actions arising from the Lyttelton Port
Recovery Plan.

A Whakaraupo/Lyttelton Harbour catchment plan is under
development with key stakeholders and partners.

Regional Leadership

On track to
be achieved

On track to
be achieved

Last Month

This Month

Programme: Governance services

Last Month This Month
LoS 1 - A programme of relationship and engagement agreements is developed and maintained with councils, government agencies, key industry groups
and non-government organisations.
Relationships and agreements are maintained with the Canterbury A total of 75% of survey respondents rate the relationship as good
District Health Board, and at least two formal industry or nonor very good (on a scale of very poor, poor, fair, good and very
government organisation agreements, and members of these
good). By 2017 - 80%.
organisations are satisfied with the relationship and outcomes
achieved with Environment Canterbury.

On track to
be achieved

On track to
be achieved

Environment Canterbury commits to and supports the Mayoral
Environment Canterbury supports or is asked to lead at least one
Forum, Chief Executives Forum and Canterbury Regional Strategy regionally significant policy or strategic matter each year.
and Policy Forum.

On track to
be achieved

On track to
be achieved

Last Month

This Month

Programme: Regional policy, data, strategy and community engagement

LoS 2 - Environment Canterbury collects, maintains and shares quality assured data and information, and uses this to inform policy development and
implementation and to support regional sustainable development.
State of the Environment reporting information is published
State of the Environment reporting data and information is readily
On track to
On track to
annually on four environmental domains: air, coastal,
accessible through the Environment Canterbury website for CWMS be achieved be achieved
biodiversity/ecosystem health, and water.
zones and Canterbury airsheds.

Environment Canterburys strategic long-term planning, policy,
decision-making, implementation and reporting are improved via
integrated information and data management systems to bring
together environmental, consents, organisational and other
information to support outcomes-focused reporting.

State of the Environment reporting is published each year in
accordance with Ministry for the Environment frameworks.

On track to
be achieved

On track to
be achieved

A data governance framework is operational across the
organisation by September 2016

Achieved

Achieved

LoS 3 - 'Environment Canterbury meets legislative reporting and compliance obligations through the Long-Term Plan, Annual Plans and Annual Reports,
and provides accessible, easily understood reports to the community of our activities, plans and management of resources (environmental, financial and
other resources).
The long-term plans, annual plans and annual reports are
All statutory planning requirements and financial reporting
completed within statutory time frames, with effective engagement standards are met.
with the community, Environment Canterburys partners and
Year 3 LTP budgets and work programmes are reviewed, proposed
relevant groups and agencies.
change considered and community engagement decided and
communicated.

On track to
be achieved

On track to
be achieved

On track to
be achieved

On track to
be achieved

LoS 4 - 'Environment Canterbury maintains a strategic long-term policy focus to ensure that planning, policy and decision-making, and advice and
submissions on central government policy and legislative changes, are well-informed, purposefully directed and outcomes-focused.

Performance, Audit and Risk Committee 9 February 2017
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Environment Canterburys policy advice is independently assessed Environment Canterburys policy advice meets NZIER s good
each year by NZIER.
practice standards with scores on average 6.75 or better.
Programme: Ngāi Tahu engagement

Achieved
Last Month

Achieved
This Month

LoS 5 - Governance, co-governance and working relationship arrangements are in place with ngā Rūnanga and Te Rūnanga o Ngāi Tahu.
At least quarterly governance meetings are held with Runanga
chairs and Te Runanga, with an agreed work plan in place.

Governance agreements and work plans are in place and reviewed On track to
annually.
be achieved

On track to
be achieved

A regular working group forum is held with mandated nga
Runanga members to improve engagement at an operational
level, including recommendations to the governance group.

All required meetings have been held and issues arising have been On track to
responded to.
be achieved

On track to
be achieved

Co-governance protocols are established, monitored and
evaluated.

Each year, two new work programmes have co-governance
protocols in operation.

On track to
be achieved

On track to
be achieved

On track to
be achieved

On track to
be achieved

Service level agreements are in place with each Runanga through Each year at least two new sections of Environment Canterbury are On track to
their advisory service business.
contracting advice from Runanga advisory services.
be achieved

On track to
be achieved

LoS 6 - Environment Canterbury supports Ngāi Tahu to fulfil their roles and responsibilities as tangata whenua and kaitiaki.
Ngai Tahu members working with Environment Canterbury on
A total of 75% of survey respondents rate the relationship as good
behalf of their Papatipu Runanga and/or Te Runanga are satisfied or very good (on a scale of very poor, poor, fair, good and very
with the Tuia programme.
good). By 2017 - 80%.

LoS 7 - The Tuia programme and ethic are integrated and fostered through all Environment Canterbury activities and work programmes.
Staff feel confident and capable in their dealings and relationships
with Ngai Tahu.

A total of 75% of staff respondents are confident in their relationship On track to
with Ngai Tahu. By 2017 - 80%.
be achieved

On track to
be achieved

Work programmes explicitly provide for the Tuia relationship.

Service level agreements and/or Tuia staff are providing necessary On track to
advice to work programmes.
be achieved

On track to
be achieved

Air Quality

Last Month

This Month

Programme: Air Quality

Last Month

This Month

On track to
be achieved

On track to
be achieved

Outcomes-focused reporting frameworks, e.g. polluted airshed
graphs of PM10 showing concentration reductions, are made
public.
LoS 2 - Joint work programmes are developed with health boards and territorial authorities to support air quality outcomes.

On track to
be achieved

On track to
be achieved

Agreements are in place with health boards and territorial
authorities

On track to
be achieved

On track to
be achieved

2016/17: Revised Air Plan operative.

On track to
be achieved

On track to
be achieved

Implementation plans are in place for seven polluted airsheds as
agreed with territorial authorities and health boards.

On track to
be achieved

On track to
be achieved

Last Month

This Month

Last Month

This Month

LoS 1 - Canterbury airsheds progress towards the National Environmental Standards for Air Quality.
Air quality monitoring and reporting occurs across Canterbury
airsheds

Airshed monitoring and reporting capability is maintained as
required by the National Environmental Standard for Air Quality.

Two joint work programmes in place and delivered each year

LoS 3 - The Canterbury Air Plan 2015 and airshed action plans are in place.
Adoption and implementation of the Canterbury Air Plan 2015.

Portfolio: Biodiversity and Biosecurity
Programme: Biodiversity and Ecosystem Health

LoS 1 - Environment Canterbury works with Ngāi Tahu, communities, territorial authorities, Department of Conservation, land occupiers and other
recreational, environmental and industry parties to protect and restore Canterbury's indigenous biodiversity and aquatic ecosystem health.
On-the-ground projects to protect and restore indigenous
biodiversity.

Regional biodiversity policy and strategies are given effect to.

State of the Environment reporting information is published
annually for biodiversity/ecosystem health environmental domain.

An annual increase in the area within the region that is protected
(legally or physically), or subject to restoration activities, e.g.
restoration planting.

On track to
be achieved

On track to
be achieved

Tactical plans for on-going biodiversity investment are agreed by all On track to
CWMS zone committees by June 2017.
be achieved

On track to
be achieved

At least two biodiversity projects are initiated or progressed in each
CWMS zone annually.

On track to
be achieved

On track to
be achieved

Support development of biodiversity content resulting from territorial On track to
authority district plan reviews in the Canterbury region.
be achieved

On track to
be achieved

Advice or update is provided to the Canterbury Region Biodiversity
Strategy signatories on strategic direction by June 2017.

On track to
be achieved

On track to
be achieved

State of the Environment reporting data and information are
accessible on the Environment Canterbury website.

On track to
be achieved

On track to
be achieved

State of the Environment reporting is published each year in
accordance with Ministry for the Environment frameworks.

On track to
be achieved

On track to
be achieved

Last Month

This Month

Programme: Biosecurity

LoS 2 - Environment Canterbury administers and implements a Regional Pest Management Plan. Implementation distinguishes between new pest
incursions and pre-existing pests with both managed in a cost-effective and equitable way.
Implementation of a Regional Pest Management Plan that meets
the requirements of the Biosecurity Act 1993.

Development and implementation of new pathway management
initiatives.
Regional incursion response capability is maintained.

A reducing trend in pest levels identified in the Regional Pest
Management Plan.

On track to
be achieved

On track to
be achieved

A proposed new Regional Pest Management Plan is notified by
June 2017, and is operative by June 2018.

On track to
be achieved

On track to
be achieved

All work programmes developed in year 1 of the LTP will be under
implementation and reporting commenced by 30 June 2017.

On track to
be achieved

On track to
be achieved

Management plans are in place and/or response decisions
Performance, Audit and Risk Committee
9 February
2017
progressed
for 100% of new
pests detected.

On track to
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Regional incursion response capability and capacity is maintained
as agreed under the National Biosecurity Capability Network.
Programme: Whakaora Te Waihora

On track to
be achieved

On track to
be achieved

Last Month

This Month

LoS 3 - Environment Canterbury will work in partnership with Ngāi Tahu to implement a joint programme to progress the two-generational vision to restore
and rejuvenate the mauri and ecosystem health of Te Waihora (Lake Ellesmere).
Implementation of the Whakaora Te Waihora Joint Cultural and
The Joint Restoration Plan is reviewed, updated and approved by
On track to
On track to
Ecological Restoration Plan.
programme partners by December 2016.
be achieved be achieved
An annual work programme is agreed by programme partners and
completed work reported to this group by 30 June 2017

On track to
be achieved

On track to
be achieved

At least 75% of survey respondents rate the relationship as good or On track to
very good (on a scale of very poor, poor, fair, good and very good). be achieved
By 2017 - 80%.

On track to
be achieved

Parties to the Te Waihora Co-Governance agreement are satisfied Annual survey undertaken, assessed and analysed. Performance
with the relationship and outcomes achieved with Environment
of Service Level Agreements is monitored.
Canterbury.

On track to
be achieved

On track to
be achieved

Hazards, Risks and Safety

Last Month

This Month

Programme: Natural hazards

Last Month

This Month

LoS 1 - Environment Canterbury collects and provides natural hazard information for tsunami, earthquake, landslide and floodplain hazards to increase
community awareness and guide longer-term development.
Ensuring natural hazard information is available.
A total of 90% of advice regarding natural hazard information, in
On track to
On track to
relation to private property, is provided within 10 working days.
be achieved be achieved

Providing advice to partner organisations on implementing hazard
risk reduction measures.

New technical reports and information are available on
Environment Canterbury’s website within six months and are
available at all times.

On track to
be achieved

On track to
be achieved

Investigations undertaken and reports produced as scheduled and
formally delivered to territorial authorities, with table of reports
displayed annually.

On track to
be achieved

On track to
be achieved

A total of 75% of councils and Civil Defence Emergency
Management survey respondents rate the relationship and service
as good or very good (on a scale of very poor, poor, fair, good and
very good). By 2017 - 80%.

On track to
be achieved

On track to
be achieved

Last Month

This Month

Programme: Navigational and recreational boating safety

LoS 2 - Environment Canterbury enables safe navigation for ships and other commercial vessels in ports, harbours and coastal areas.
The operation of an approved risk assessment regime, safety
Risk assessment regime and Safety Management System
management system and appropriate risk control measures for the approved by Maritime New Zealand.
ports of Lyttelton and Timaru, the harbour areas of Kaikoura and
Akaroa, and the coastal waters of the region.

On track to
be achieved

On track to
be achieved

ISO 9001:2008 certification and monitoring of the Safety
Management System.

On track to
be achieved

On track to
be achieved

Operational overview and emergency response function available
at all times.

On track to
be achieved

On track to
be achieved

On track to
be achieved
LoS 3 - Environment Canterbury enables safe navigation for recreational vessel users of the coast, harbours and inland waterways.

On track to
be achieved

Navigation safety bylaws and a navigational safety officer are in
place and provide guidance on the safe navigation of vessels
within the region.

On track to
be achieved

On track to
be achieved

Last Month

This Month

On track to
be achieved

On track to
be achieved

On track to
be achieved

On track to
be achieved

On track to
be achieved

On track to
be achieved

On track to
be achieved

On track to
be achieved

Following any significant hazard event, e.g. earthquake, flood, fire, On track to
and when safe to do so, engineering staff undertake prompt on-site be achieved
assessments of river protection infrastructure at affected locations.

On track to
be achieved

Police, Civil Defence management, media, KiwiRail, New Zealand
Transport Agency and territorial authorities will receive flood
warnings in accordance with established flood protocols.

On track to
be achieved

Qualified, experienced and independent harbour master.

A navigation safety officer is employed to liaise with communities,
user groups and organisations.

Programme: Flood protection and control works
LoS 4 - Reducing flood risk
Environment Canterbury’s infrastructure strategy outlines river
River scheme review are completed as scheduled in the LTP
management for the next 30 years and includes a schedule of river (pages 105-107)
reviews to deliver strategy outcomes. The river review schedule is
made publicly available.
All completed river reviews resulting in "small" works occur one
year after review, "medium" one to three years after review, and
"large" one to ten years after review.

Flood protection infrastructure is maintained against agreed levels Construction of flood protection infrastructure will be completed
of service in consultation with river rating district committees.
following consultation with river rating committees and in
accordance with the agreed capital expenditure programme.
Deferred maintenance does not adversely impact the achievement
of service objectives in any River Management Plan.

Flood prediction information and river flood warnings are provided
to key agencies when agreed trigger levels are exceeded.
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Accurate region wide warnings are issued in accordance with
established flood protocols.

Flood warning protocols will be reviewed after each significant flood On track to
event.
be achieved

Up-to-date and timely river flow, rainfall and flood warning advice is Appropriate flood warning advice is available on Environment
available through Environment Canterbury’s website.
Canterbury’s website during flood events.

On track to
be achieved

On track to
be achieved

On track to
be achieved

On track to
be achieved

On track to
be achieved

LoS 5 - Sustainably manage the extraction of gravel from rivers.
Environment Canterbury manages the sustainable extraction of
gravel for flood management and erosion control purposes while
protecting and enhancing environmental, cultural, social and
economic values.

Extraction of gravel from rivers does not increase flood or erosion
risk.

LoS 6 - Environment Canterbury provides cost-effective and safe open-space leisure and recreation opportunities on Council-owned land.
Implement a management plan for regional parks.

All plans are operative and implemented to agreed objectives.

On track to
be achieved

On track to
be achieved

Restoration projects on wetland and lowland forests.

Restoration management will be applied to at least 140 ha of
wetland and lowland regenerating forest.

On track to
be achieved

On track to
be achieved

Management of Council ground lease and licences reflects best
practice.

Leases are monitored and at least 95% of those due for renewal in
this financial year comply with lease terms and conditions and
regional rules while maintaining acceptable risk levels and market
rentals.

On track to
be achieved

On track to
be achieved

The land management plan remains operative.

On track to
be achieved

On track to
be achieved

2016/17/18 - All new leases will be managed in accordance with
Environment Canterburys land management plan.

On track to
be achieved

On track to
be achieved

Indigenous plant communities, including mahinga kai, are protected On track to
and enhanced.
be achieved

On track to
be achieved

Ngai Tahu sites are protected

On track to
be achieved

On track to
be achieved

Last Month

This Month

A total of 100% of coastal erosion areas mapped.

On track to
be achieved

On track to
be achieved

Available at all times.

On track to
be achieved

On track to
be achieved

Last Month

This Month

Programme: Coastal Environment and Hazards
LoS 7 - Provide information about coastal hazards.
Coastal areas susceptible to coastal erosion and sea water
flooding identified and mapped.
LoS 8 - Maintain a regional marine oil spill capability.
Availability of a regional response capability that meets Maritime
New Zealand’s requirements.
Programme: Emergency management

LoS 9 - Environment Canterbury is an active partner of the Canterbury CDEM group and provides for the support, information and administration needs of
the group office.
Environment Canterbury is a supportive partner within the
Canterbury Civil Defence Emergency Management group.

Participate fully as an active partner in achieving the objectives of
the group plan.

On track to
be achieved

On track to
be achieved

All emergency events are responded to as required.

On track to
be achieved

On track to
be achieved

Last Month

This Month

Programme: Contaminated hazardous land and waste

LoS 10 - Environment Canterbury reduces risk to human health and the environment from waste, hazardous substances and contaminated sites.
Priority regional and national waste projects are supported in
partnership with territorial authorities, industry and other agencies.

Two projects are co-ordinated across the region.

On track to
be achieved

On track to
be achieved

Project milestones are achieved and signed off by funding partners
(Ministry for the Environment).

On track to
be achieved

On track to
be achieved

100% of all enquiries on waste and hazardous substance from
On track to
industry, other agencies and territorial authorities are responded to. be achieved

On track to
be achieved

Information on the Listed Land Use Register is up to date, and
100% of technical enquiries are responded to.

On track to
be achieved

On track to
be achieved

One joint contaminated land identification project is carried out with
a territorial authority partner.

On track to
be achieved

On track to
be achieved

Planning, Consents and Compliance

Last Month

This Month

Programme: Regional Planning

Last Month

This Month

Environment Canterbury undertakes investigations for the
purposes of identifying and monitoring contaminated land.

LoS 1 - Environment Canterbury's regional policy and plans serve the community in an efficient and timely manner in line with the planning timetable set
out in the Long-Term Plan.
A regional plan development timetable is established and
Target dates for statutory plan public notification are met.
On track to
On track to
maintained. The timetable is made publicly available.
be achieved be achieved
Statutory plans are supported by implementation plans covering
consents, compliance and communication activities.

On track to
be achieved

On track to
be achieved

LoS 2 - Environment Canterbury works collaboratively with the region’s district and city councils in the review of their district plans.
District and city plans are supported by Environment Canterbury
and these plans give effect to regional policies.

Survey of territorial authorities regarding collaboration and support
for review of district plans.

Programme: Consents

On track to
be achieved

On track to
be achieved

Last Month

This Month

LoS 3 - Information and support is provided to resource consent applicants and building control authority applicants (dams) to assist them in the delivery
of high quality applications and information to ensure the efficient and timely processing of resource consents.
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Environment Canterbury is customer-focused, resource consent
A reduction in the number of resource consent applications where
applicants clearly understand the quality of application they need to further information is required (s92 requests) is achieved through
submit (due to pre-application advice and guidance), and there is a pre-application meetings.
reduced need to request further information from applicants.

On track to
be achieved

On track to
be achieved

The median total time for all resource consent applications
received is 21 days.

Will not be
achieved

Will not be
achieved

On track to
be achieved

On track to
be achieved

Last Month

This Month

All identified moderate and major non-compliance issues and any All active moderate and major non-compliance issues are resolved
consequent adverse effects are resolved or in the process of being or in the process of being resolved, i.e. an action plan has been
resolved.
developed, within the reporting year.

On track to
be achieved

On track to
be achieved

An annual planning, consent and compliance implementation
report is produced to support regional plan development and
quarterly progress reporting.

Planning, consent and compliance reviews are completed and
reported.

On track to
be achieved

On track to
be achieved

Each year ten catchment-based compliance work plans are
discussed with CWMS zone committees.

Ten compliance work plans are discussed and an annual report is
provided to zone committees.

On track to
be achieved

On track to
be achieved

A median of 21 days or less of total elapsed time is achieved.

LoS 4 - Resource consents support the delivery and outcomes of regional plans and building control legislation.
The percentage of resource consents consistent with the RMA
Achieve a score of "very good" (being 90% or above) based on
1991 requirements, including proposed and operative regional plan independent audit.
requirements and non-statutory strategies.
Programme: Compliance with plans and consents
LoS 5 - Compliance and monitoring of natural and physical resources are aligned with Environment Canterbury’s key priorities.

LoS 6 - Environment Canterbury’s consent and compliance processes will ensure the safe and sustainable design and construction of dams and
associated structures.
Dams classified as medium or high potential impact have a
registered Dam Safety Assurance Programme.

100% of medium or high potential impact dams have registered a
Dam Safety Assurance Programme.

On track to
be achieved

On track to
be achieved

Once a complying building consent application is lodged, decisions 100% compliant building consent applications are processed and
are made within the statutory 20 working days.
granted within 20 working days.

On track to
be achieved

On track to
be achieved
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APPENDIX 1
4+8 BY PORTFOLIO ($'000)

OPEX

TOTAL
EXP

CAPEX

GRANT

UP &
OTH

TOTAL
RESERVES
REV

Air quality

175

-

175

25

-

25

150

Biodiversity and biosecurity

186

-

186

186

-

186

-

Canterbury Water Management
Strategy

350

-

350

-

-

-

350

1,471

164

1,635

1,028

616

1,644

(9)

100

-

100

-

-

-

100

45

-

45

45

-

45

-

Transport, Greater Christchurch rebuild
& urban development - operating

537

-

537

951

(1,014)

(63)

600

Transport, Greater Christchurch rebuild
& urban development - capital

-

(2,500) (2,500)

(1,275)

- (1,275)

(1,225)

Hazards, risks and safety
Planning, consents and compliance
Regional leadership

Total

2,864 (2,336)

528

Note: Positive value indicates the use of reserves

4+8 BY RESERVE ('000)

OPEX

960

(398)

562

PRIMARY CAUSE
Air Plan - additional costs for hearings and
implementation $150K - reserves funded
Whakaora Te Waihora approved carry over grant funded
Plan appeals - funded by reserves (as per
budget policy)
Timaru electroplater clean up - grant funded
Consent objections and appeals - reserve
funded
Waihao Runanga Wainono - Te Mana o Te
Wai project - grant funded
Inc for national ticketing system and
additional staff, decrease in fare revenue
Tag off system delayed

(34)

-

TOTAL
EXP

CAPEX

GRANT

UP &
OTH

TOTAL
RESERVES
REV

NOTE

Air quality

175

-

175

25

-

25

150

Catchment

145

-

145

-

650

650

(505)

Civil defence

100

164

264

-

(54)

(54)

318

Use of reserve - Hazards

General reserve

1,415

-

1,415

1,109

25

1,134

280

Use of reserve - Hazards and Regional
Leadership

Public transport

530

(2,500) (1,970)

(324)

(1,020) (1,343)

(627)

Water study

500

500

150

-

150

350

528

960

(398)

562

(34)

Total

2,864 (2,336)
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5.3. Financial Health Report December 2016
Performance, Audit and Risk
Committee (PARC) Report
Author
Endorsed by

Wendy Gainford
Team Leader Corporate Reporting
Katherine Harbrow
Chief Financial Officer

Purpose
To report on the financial results for the period ending 31 December 2016.

Value proposition
Council's understanding of the financial state of the organisation is enhanced.

Recommendations
That the Performance, Audit and Risk Committee:
1. Receives the monthly financial health report for the six months ending
31 December 2016.

Proposal
Background
Monthly financial results are reported to Performance Audit and Risk Committee as part of
our prudent financial management responsibilities.
The financial results for the six months ended 31 December 2016 have been prepared and
are now presented to the Performance, Audit and Risk Committee for review.
Surplus/Deficit
The year to date position is a reserve accumulation of $0.5M, as opposed to the budget
which anticipated reserve use of $1.7M at this point in the year, a variance of $2.2M.
This is very similar to the November result at which point the variance was $2.1M between
the actual result of a surplus of $0.7M compared to a budgeted deficit of $1.4M.
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This surplus against budget is the sum of the combined variances reported under the
revenue and expenditure explanations below.
Revenue
Revenue is $0.4M or 1% over budget, the largest variance is on User Pays and Other
revenue which is $0.67M over budget due to revenue received from the Ministry for the
Environment (Contaminated Sites Remediation Fund) to offset costs incurred.
Grant revenue is $0.28M under budget with the largest variance on NZTA grant funding.
Rates revenue is accrued in line with budget until rates reconciliations from Territorial
Authorities indicate otherwise.
Expenditure
Expenditure is under budget by $1.8M or 2% with the largest variance on Goods and
Services at $1.9M, with the bulk of this from Consultancy which is $1.5M under budget.
Overhead costs are slightly over budget by $0.72M and Operational Labour is slightly under
budget with a variance of $0.67M.
Labour and Overheads
Operational labour costs are 5.3% below budget, $0.7M, restructures have impacted on
operational labour and the annual salary negotiations have yet to be finalised. Overhead
costs are 5.0% over budget $0.7M variance, the largest variance is due to the accumulation
of costs relating to the development of the new ECan website which will be capitalised this
year when expenditure is fully accounted for.
Portfolios
Portfolio variances to budget are explained in detail in the Operations Report.
Reserves
Major reserve balances are generally above policy level. One of the key purposes of
reserves is to provide a buffer for the ups and downs of expenditure that can occur during
the year. Utilisation of reserves forms part of the prudent financial management of
Environment Canterbury's finances.
Cashflow, Debtors and Debt
Treasury Performance
The cash balance at the end of December was $26.6M compared to the policy of $12.2M.
There are no exceedances of policy to report.
Debtors and Debt
$2.2M of the $2.7M debt is current, only $0.4M is over 90 days.

Performance, Audit and Risk Committee 9 February 2017

34 of 107

Debt remains low with interest cover well within guidelines.
Capital Expenditure
Expenditure on capital projects and flood protection is $0.2M over budget at $2.8M.

Attachment
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5.4. Greater Christchurch Metro Financial Update
Performance, Audit and Risk Committee (PARC) Report
General Information
Author

David Stenhouse
Manager Public Transport Contracts and Procurement

Endorsed by

Don Rule
Chief Operating Officer

Purpose
To provide a financial update on the Greater Christchurch Metro programme.

Recommendation
That the financial update on the Greater Christchurch Metro Programme be received.

Proposal
Background
An update on the financial performance of the Greater Christchurch component of the Public
Transport programme is presented on a monthly basis to the Performance, Audit and Risk
Committee for review.
The following analysis is based on financial results for the six month period from 1 July 2016
to 31 December 2016. Whilst the financial data is updated monthly, there is little variance
from month to month in the commentary. Monthly activity and risks are outlined at the end of
the report.

Financial Results – Greater Christchurch Metro
The table below provides details of expenditure levels for the six months 1 July 2016 to 31
December 2016 and also the various funding sources. The financial result is also compared
to the 2016/17 Annual Plan budget.
Actual

Budget

Variance

$000
Total Expenditure

30,246

31,083

(837)

Funded by:
General rates
Targeted rates
Grants
User Pays & other
Total Revenue

4
9,227
11,303
9,249
29,783

4
9,227
11,451
9,680
30,362

(148)
(431)
(579)

(463)

(721)

258

Reserve Increase / (Use)
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The main variance of revenue and expenditure comes from bus contracts as shown in this table:
$000

Category

Gross Bus Contracts

Expenditure

Actual

Budget

Variance

26,271

27,194

(923)

9,000
1,495
76

9,486
1,410
47

(486)
85
29

15,700

16,251

(551)

Less:
Fare Revenue
Super Gold Revenue
Interest income

User Pays
Grants
Other Revenue

Net Bus Contracts
NZTA Grants (51%)

Grants

8,007

8,288

(281)

Targeted Rates (49%)

Targeted Rates

7,629

7,629

0

(64)

(334)

270

Reserve Increase / (Use)
Rates commission and valuation fee are not included in this table.

Gross contract costs are under budget due to lower than projected quarterly NZTA
indexation adjustments, which accommodate fluctuations in key inputs like fuel, oil and
labour costs. It is expected that December and March quarter indexation will increase
following the fuel price increase in recent months.
Significant Blue Line changes including increased capacity, Silverstream park and ride, and
the introduction of bus priority are due to commence late April 2017.
Fare revenue is down on projected levels due to less patronage than anticipated.

Monthly Activity
Patronage and Commerciality Ratio
Greater Christchurch patronage for December 2016 was 993,619 passenger trips. Year to
date this is down -2.53% compared to the same period last year. Year on year patronage for
the month of December is down -1.27%.
Commerciality Ratio for the Greater Christchurch network for December 2016 was 38.56, up
from 37.23 in December 2015. This measures the proportion of gross contract costs met by
all fare revenue and Super Gold card reimbursements from the New Zealand Transport
Agency.
The target in the Canterbury Regional Public Transport Plan is to reach 50% cost recovery
by the end of the 2019/2020 financial year. This represents Canterbury’s contribution to the
National Farebox Recovery Policy.
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Metrocard
65.3% of trips in December were paid for by Metrocard, 22.6% by cash and the remaining
12% by Super Gold Card. There are ongoing marketing initiatives to increase the use of
metrocards and for them to be topped up online in order to reduce boarding times and
promote metro use through cheaper fares. Online top ups have doubled in recent months as
a result of these efforts. Auto-top up functionality has recently been added to the metrocard
website and is proving popular and successful.
There has been an estimated 42,500 individual Metrocards used in the last month.

Network Risk Summary
RISKS
MONTHLY UPDATE
Additional costs associated with extensive Moderate: The incidence of detours across the network
road works and detours
has reduced significantly in the current year. The risk
remains however and there are a few detours planned for
2017 which are likely to impact the network.
Fuel price increase

Moderate: Fuel prices have increased over recent months.
The risk remains that any increase will have a significant
effect on budgets should they exceed projections. Higher
fuel prices also tend to increase metro patronage and
revenue, counteracting increased contract costs.

Potential for operator to collapse due to Low: Staff continue to work with operators to ensure they
contracted market
are able to operate sustainably.
Road User Charge increase

Low: Road User Charges continue to represent a risk in
that any significant increase such as the one that occurred
in 2012 will have an effect on budgets.

Risk of continuation of grant

Low: There is minimal risk of discontinuation of grant
provided we remain within the NZTA LTP budget
envelope. This is a 3 year budget envelope. Should diesel
prices rise during the 3 year LTP there is a risk that
expenditure outside of that budgeted will have to be

Performance, Audit and Risk Committee 9 February 2017

42 of 107

funded by ECan.
Bus Driver retention

Moderate: Bus operators continue to find it difficult to
retain drivers due to the higher wages offered by trucking
firms during the rebuild. Red Bus have highlighted that
they believe they will have to replace 50% of their drivers
over the next 5 years, primarily due to retirement.

Ticketing System

Moderate: The ticketing system remains a risk until the
Metrocard is replaced with the more secure DesFire card
type. Distribution of the DesFire has commenced.

Financial Risk Update
Fuel Price
Diesel prices have increased significantly since the start of the financial year, with prices
currently up 12%.

Ticketing System
The new 4K DesFire cards are being distributed. The distribution consists of new and
replacement cards only. From early 2017 the staged replacement of all existing 1K mifare
metrocards will commence.

Detours
There were no variations as a result of roadwork detours in December 2016. A variation for
the detour on Manchester Street is due to commence early 2017.

Attachments
There are no attachments.
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5.5. Treasury Function
Performance, Audit and Risk Committee (PARC)
General Information
Author

John McClelland Finance Operations Manager

Endorsed by

Miles McConway
Director of Finance and Corporate Services.

Purpose
To advise members of the Performance, Audit and Risk Committee on how Environment
Canterbury's treasury management functions operates.

Recommendation
1.

That the Performance, Audit and Risk Committee receives the report

Value proposition
A well managed Treasury function ensures appropriate controls are in place to manage
public funds ensuring best possible returns are obtained for investments, least possible cost
paid for debt and liquidity is maintained.
Background
Environment Canterbury’s treasury function is undertaken to ensure (1) adequate cash is on
hand to meet daily expenditure requirements (2) bank interest income is maximised within
treasury policy requirements (3) bank interest is allocated across the council’s reserves in
proportion to the reserves balances held.
The primary objectives of Environment Canterbury’s treasury function is to ensure that the
Council has an on-going ability to meet its debts in an orderly manner as and when they fall
due, through appropriate liquidity and funding risk management.
The Liability Management policy is the Council’s policy that governs exposure to risk when
borrowing. Conversely treasury policy dictates counterparty risk that is the risk to
Environment Canterbury of investing with a counterparty (generally a bank) that fails to meet
its obligations.
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Treasury Oversight Committee
Oversight of the treasury function is undertaken by the Treasury Oversight Committee a
body made up of The Director Finance & Corporate Services, Chief Financial Officer,
Finance Operations Manager, Consents Manager and one accountant.
The role of the Committee is to oversee, manage and monitor the risk and effectiveness
associated with treasury activities and has as a guideline the task of ensuring such activities
are consistent with the Council's long-term financial strategy.
Committee agendas typically include items such as an investments report, debtor’s
schedule, local government funding agency latest status, treasury policy compliance
reporting and council’s property updates along with any general business.
The PAR committee also has the responsibility of appointing the council’s treasury advisor
and reviewing the investment performance annually hence the Chair of PARC may attend
committee meetings on an ex officio basis.

Treasury Advisor
Initially appointed in November 2012 Bancorp Ltd had the responsibility of assisting with the
subsequent review of the Council’s Liability Management & Treasury policies.
Their brief includes;







providing advice on developments in both the domestic and international financial
markets insofar as they relate to Councils treasury activities.
providing investment recommendations that comply with council policy.
evaluating available borrowing options for Council
formulating appropriate interest rate risk management strategies for Councils
external debt.
advising on Councils financial market investment activities.
providing quarterly reports which detail relevant aspects of Councils borrowing and
financial market investment activities.

Daily Cash Management
Daily the Council’s main (cheque) bank account is reconciled. Funds are either transferred
from the Council’s on-call investment account to the main bank (cheque) account to meet
expected payments or surplus receipts are transferred to the higher interest bearing on-call
investment account.
On average $13 million of payments and receipts are processed through Environment
Canterbury's main bank account monthly.
Environment Canterbury’s rates income is collected by 9 of its territorial authority partners
and are mostly paid to Environment Canterbury on a quarterly basis.
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Investments
Excess funds are placed upon the advice of Bancorp Ltd, the council’s funds advisor, with
the various trading banks in term deposits for periods ranging from one month to seven
months.
By way of a monthly example, investments to hand including on-call funds totalled $25
million at the end of December. This level meets expected operational requirements and
current and treasury policy requirements.
Bank interest income received from investments are allocated across the various Council’s
equity reserves on a monthly basis.

Loans
In line with the council’s liability management policy only large value intergenerational assets
are funded by debt.
After a tendering process conducted in 2015 with the assistance of Bancorp Ltd a total of
$25 million of debt funding from the Local Government Funding Agency was raised.
Debt borrowed since December 2015 has been assigned to the building of our Tuam Street
offices and the Waimakariri Flood Protection scheme at an average interest rate of
3.64%.Current loan periods range from six to ten years and include both fixed and floating
terms, again to comply with current treasury policy.

Environment Canterbury Liability Management & Treasury Policies
Councils current Liability Management and Treasury policy is attached. This will, as part of
the LTP process, be brought back to PAR and Council for review.

Financial implications
Interest income is budgeted annually as part of the annual budgeting processes. Budgets
are set based on bank interest rate forecasts which can vary considerably from what actually
occurs.

Attachment
Environment Canterbury Liability Management & Treasury Policies
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ECAN Treasury Policy
Overview
This document provides the following two Council Treasury policies, being the:

1.
2.

Liability Management Policy
Investment Policy

These policies are required under the Local Government Act 2002 with the intent of achieving prudent debt management and
the effective and efficient management of investment income and funds. Regarding debt management the Council has large
infrastructural assets with long economic lives yielding long-term benefits. It also has significant strategic investments. The
use of debt is seen as an appropriate and efficient mechanism for promoting intergenerational equity between current and
future ratepayers in relation to the Council's assets and investments. Regarding investment the Council has a portfolio
comprising equity investments, forestry, property, term deposits and special funds. The Council must be clear about its
philosophy behind managing this portfolio for reasons of transparency and protection of public financial resources.
These policies are supported in practice by a Council management structure including defined responsibilities and reporting
lines. The services of an independent treasury advisor, being Bancorp Treasury Services, is utilised by the Council to
supplement this structure and reduce risk associated with this activity.
The primary objectives of the Council’s Treasury management function is provided in Appendix 1.

Using this Document
The sections of the two policies that follow are set out to:
•
Firstly, define the specific matters or rules to be considered and adopted by the Council Policy (i.e. Policy
Matters). These matters are formatted in bold italic.
•
Secondly, provide necessary supporting, operational or procedural information (i.e. Guidance). This information is
typically referenced to an appendix in this document.

Liability Management Policy
1. Introduction
The Council has large infrastructural assets with long economic lives yielding long-term benefits. The Council also has
significant strategic investments. The use of debt (defined in appendix 2) is seen as an appropriate and efficient mechanism
for promoting intergenerational equity between current and future ratepayers in relation to the Council's assets and
investments.
Generally, only large value intergenerational assets would be funded by debt. The Council's other regional responsibilities
have largely policy and social objectives and would be mainly revenue funded. It is envisaged that any Council liability
management activity will be mainly driven by the capital works programme related to regional flood protection, forestry
activities, the clean heat loan programmes,major asset acquisition, major asset development or essential emergency
response.
The only other exposure to liability management is in the lease of operating assets which are deemed to be a Financial
Lease or Hire Purchase arrangements for similar operating assets.

2.1 General Policy
The Council borrows as it considers appropriate and exercises its flexible and diversified funding powers pursuant to the
Local Government Act 2002. Liability management requirements for each financial year are approved by the Council, by
resolution, during the Long Term Plan or Annual Plan process. The arrangement of precise terms and conditions of liability
management is delegated to the Director Finance & Corporate Services (DFCS).
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The Council may raise debt for the following primary purposes:
•
General debt to fund Council's capital or reinstatement expenditure requirements.
•
Short-term debt to manage timing differences between cash inflows and outflows and to maintain the
Council's liquidity.
•
Specific debt associated with one-off projects.
•
Other purposes authorised by Council resolution.

Guidance
In approving new debt the Council considers the impact on its liability management limits as well as the size and economic
life of the asset that is being funded and its consistency with Council's long-term financial strategy.
The objectives of the treasury function in so far as it relates to the Councils borrowing activities should be consistent with the
Councils overall corporate objectives and strategic plans (see appendix 1 for Treasury function objectives) .

2.2 Borrowing limits
In managing debt, the Council will adhere to the following limits (based on the Council’s latest financial
statements).
•
Total interest expense (after interest rate risk management costs/benefits) on net external public debt will
not exceed 25% of total annual rates and levies.
•
Ratio of net external public debt to annual rates and levies should not exceed 175%.
•
Net external public debt per capita will not exceed $300 per capita across the region.
•
The Council will only borrow externally for projects or assets where the total required is more than
$500,000 and/or the average effect on the relevant rate per $100,000 is more than $5, with the exception of
specific financing leases or hire purchase plans for items approved in the capital budget.

2.3 Borrowing mechanisms
Finance leases and hire purchase agreements will be used for specific operating assets only, not for infrastructural
assets. No finance lease or hire purchase arrangement will be more than $500,000 unless approved by Council.

Guidance
Due to the current healthy status of the Council’s Balance Sheet the only debts are as follows:
•
Finance leases (for mainly computer equipment)
•
Committed cash advance facility with ASB Bank
Authorised borrowing mechanisms which Council is able to utilise to source external debt are as follows:
•
Bank debt.
•
Capital markets issuance comprising Fixed Rate Bonds, Medium Term Notes and Floating Rate Notes.
•
Finance leases and hire purchase agreements
Appendix 3 lists matters for evaluating strategy for new borrowing (in relation to source, term, size and pricing) for the
Treasury Oversights Committee (TOC) to take into account.
The Council may use a mixture of short-term facilities as well as longer term facilities to achieve an effective borrowing mix,
balancing the requirements of liquidity and cost.

2.4 Liquidity and funding risk management
To avoid a concentration of debt maturity dates the Council will where practical aim to have no more than 50% of
debt subject to refinancing in any 12 month period.
The Council will maintain access to committed lines of not less than 110% of projected external debt or $6.0 million
whichever is the greater. If Council establishes a Debenture Trust Deed to enable it to issue debt securities and
joins the Local Government Funding Agency (“LGFA”) this requirement shall be reduced to 105% or $6.0 million
whichever is the greater.

Guidance
Appendix 4 explains liquidity risk and approaches the Council uses to minimise liquidity and funding risk.
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2.5 Interest rate risk management
The use of interest rate risk management instruments is approved by the Council only to facilitate and maintain
interest costs within budget parameters.
The interest rate risk management instruments defined in appendix 23 (The Risk Management Tool Kit) are
approved by Council.

Guidance
Interest rate risk is the risk that the Councils interest expense will rise due to adverse movements in interest rates impacting
on its total borrowing costs.
The Council will manage its interest rate risks through minimum and maximum amount of fixed rate borrowing in each of
three distinct time buckets, provided in appendix 5 , or other approved risk management instruments detailed in appendix 23.
The TOC sets interest rate risk management strategy by monitoring interest rate markets on a regular basis and evaluating
the outlook for short-term rates in comparison to the rates payable on its fixed rate borrowing, together with any internal
factors such as budgeted interest rates which may have an impact on the overall strategy.
An appropriate floating rate/fixed rate profile is determined by the TOC on an as required basis and approved by the DFCS
as chairman of the TOC.
Management may implement interest rate risk management strategy as determined by the TOC through the use of the
following mechanism:
Using interest rate risk management instruments (refer (i) below) to convert floating rate borrowing into a fixed rate or fixed
rate borrowing into floating rate..
(i) The use of interest rate risk management instruments is approved by the Council only to facilitate and maintain interest
costs within budget parameters.
A current list of approved interest rate risk management instruments with appropriate definitions is included in the ‘Risk
Management Tool Kit’ (appendix 23). Additions to, and deletions from, this list are recommended by the TOC and approved
by the Council. The DFCS as chairman of the TOC has delegated authority to authorise the use of Council approved interest
rate risk management instruments as appropriate to effectively manage Council’s interest rate risks.

2.6 Benchmarking
Appendix 6 provides the method by which Council will measure borrowing performance.

2.7 Security

The Council in general will not offer assets, other than special rates, as security for general liability management
programmes without a separate Council resolution, other than for Financing Leases or Hire Purchase
arrangements.

2.8 Repayment

The Council may repay borrowings from rates, surplus funds, proceeds from the sale of investments and assets, or
from specific sinking funds.
Proceeds from the sales of assets shall be used to finance replacement assets via the Asset Replacement Reserve
or to further develop or enhance existing assets.

2.9 Internal debt management
Guidance
Appendix 7 provides procedural guidance to Council management on administering the internal and external debt portfolio.
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2.10 Reserves
Guidance
Appendix 8 provides guidance on the use of reserves and debt funding.

2.11 Counterparty Risk
Counterparty, or credit risk, as it relates to the Councils treasury activities is the risk that the Council will suffer a financial loss
due to the unwillingness or inability of a counterparty (generally a bank) to meet its obligations.

To manage counterparty risk the Council will only undertake interest rate risk management transactions with
approved New Zealand Registered Banks that have a minimum long term Standard and Poor’s (or the Moody’s
Investors Service or Fitch ratings equivalents) credit rating of A+.

2.12 Reporting
Appendix 9 provides the elements to be reported quarterly on Council’s debt and hedging profile.

2.13 Local Government Funding Agency Ltd (LGFA)
Guidance
Appendix 10 provides guidance to the Council about the transactions it can enter into with the New Zealand Local
Government Funding Agency Limited (LGFA).
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Investment Policy
1. Introduction
This Policy provides the framework for all of the Council's treasury investment activities and defines key responsibilities and
the operating parameters within which investment activity is to be carried out. Section 2 below provides the specific policies,
in bold, that the Council must consider when undertaking its financial market investment activities. In addition the Council
can call on its Treasury Advisor to assist in the management of these activities. The Council's investment activities are
carried out within the requirements of the Local Government Act 2002.
Council investments - The Council has a portfolio of investments comprising equity investments, forestry, property, term
deposits and special funds. Financial market investments are split into the following;•

Working Capital Fund which is used for cash management purposes.

•

Financial Market Investment Portfolio which is used for longer term investment purposes. .

Philosophy - The Council’s philosophy regarding the management of investments is to optimise returns in the long-term
while balancing risk and return considerations. The Council is a risk adverse entity and acknowledges that there are various
financial risks such as interest rate risk, liquidity risk and credit risk arising from investment activities and wishes to minimise
the exposure to such risk through prudent treasury activities. The Council recognises that as a responsible public authority
any investments that it holds should be low risk. It also recognises that lower risk generally means lower returns. The Council
also recognises that being a non-tax entity improves the returns available from fixed interest investments.
Policy setting and management – The Council approves policy parameters in relation to its investment activities. Under this
umbrella there are internal agents (e.g. staff, committees) that play a key role. Appendix 11 identifies the key agents and
their role in relation to the setting and management of this policy. For example, the role and parameters of the ‘Treasury
Oversight Committee’ (TOC) are identified. Appendix 22 provides further detail on the TOC.
Appendix 12 provides further detail relating to the organisational structure associated with the Policy.

2. Investment policy
2.1 General policy
In keeping with the philosophy stated in section 1 the Council will not hold financial investments other than those
involving special funds, sinking funds and cash management (which includes working capital) investments. The only
exception will be forestry and property as discussed in appendix 13. The Council will not undertake any treasury
activity that is purely speculative or is not related to its cashflows or general operations.
The Council's primary objective when investing is the protection of its investment. Accordingly, only credit worthy
counterparties will be acceptable. The Council’s policy on managing credit risk is contained in Section 2.5 ‘Treasury
Counterparty Exposure Limits’.
Approved financial investment instruments are approved by Council on the recommendation of the TOC. Each new
recommendation must specify the maximum exposure and must have a minimum Standard and Poor’s rating less as
detailed in Appendix 25.
Guidance
Within the credit constraints contained in Section 2.5, the Council also seeks to:
•
Optimise investment return
•
Ensure investments are liquid
•
Manage potential capital losses due to interest rate movements if investments need to be liquidated prior to maturity
•
Preserve the capital invested and where possible promote capital growth.
Appendix 21 provides a cross reference between the Local Government Act 2002 and this Policy.
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2.2 Investments
The Council has a portfolio of investments across the following categories:
•
equity investments
•
forestry investments
•
property investments
•
special and surplus funds
Appendix 13 provides specific background information for each investment, such as the nature and rationale.
With respect to property investments Environment Canterbury overall policy on dealing with the land assets it holds is
dependent on the status of the land as follows
Strategic Assets
Reserve Land

Endowment Land

Land subject to a
particular Local Act
Regional Park
Beneficially held land

Land or Buildings identified as a Strategic Asset in Environment Canterbury’s policy on
significance will be retained by Environment Canterbury
Land held by Environment Canterbury as the administering authority under the
Reserves Act 1977 will be retained by Environment Canterbury and be used for the
particular purpose gazetted for the land.
Land held by Environment Canterbury under the terms of the document creating the
endowment will generally be retained and utilised for the best and highest value, subject
to any constraints related to the purpose for which the land is vested. Where alternative
opportunities arise to increase best and highest values endowment land may be
disposed of subject to Sections 140 and 141 of the Local Government Act 2002 and any
overriding provisions of a particular Local Act
Will generally be retained by Environment Canterbury unless proceeds of disposal can
be applied to further enhance or advance the specific statutory purpose for which the
land is held.
Land held as a regional park will be retained by Environment Canterbury
Acquisition, construction, retention, abandonment or disposal of beneficially held land
will be determined by reference to maximising ratepayer benefit.

Appendix 24 provides the current value of the Council’s investments.

Investment
Local Government Insurance Corp

Policy
Due to the limited transferability of shares and limited
risks, the Council’s policy is to retain shares in LGIC. If
required in connection with the investment, the Council
may also subscribe for further shares in LGIC.’

Marlborough Forestry Corp

Due to the limited transferability of the holding and
limited risks, the Council’s policy is to retain the holding
shares in MFC
The Council will invest in forestry for the primary
purposes of flood protection and soil conservation.
Within these constraints, these stands will be managed
in a commercial manner, in order to optimise the return
on investment.
The following polices will be applied by the Council in
the management of its investment in these properties.

Forestry

Tuam Street & Timaru Offices

Decisions on future ownership will be driven by the
requirement to maximise ratepayer benefit and will be
reviewed at valuation time by the TOC who will make
recommendations to Council.
The Council will continue to exercise governance over
these properties to ensure the value of these assets is
protected through planned maintenance.
The Council will continue to rely on the advice of its
property consultants with respect to all property matters
relating to these properties.
The Council will evaluate offers of purchase in light of
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its requirement and maximising ratepayer benefit
Those properties retained for Council use will be
assessed as to appropriateness on an annual basis to
maximise ratepayer benefit. All properties will be
maintained.
The following policies will be applied by the Council in
the consideration of Commercial property development:
a)

b)

c)

d)

e)

The Council will consider the advice of its property
consultants or steering group with respect to all
property development matters
The required rate of return for such development
projects will be set by the property consultants or
steering committee and will reflect the level of risk
associated with such projects
Any proposal for commercial property
development will require a rate of return equal to or
greater than the required rate of return before it is
put forward as a recommended course of action
Consideration will be given to 3 types of
development being; block lease ( low risk ),
subdivision of land ( moderate risk ), subdivision
and build ( High risk )
In considering options put forward, and to be
consistent with its overall investment philosophy,
the Council will place priority on the maintenance
of Capital by focussing on investments with a
lower risk profile. This means that the subdivide
and build option is unlikely to be the option
adopted.

Special Surplus Funds

The Council must invest special and surplus funds in
order to optimise returns within the guidelines
contained in Section 2.5 of this policy.

Local Government Funding Agency

Despite anything earlier in this Investment Policy, the
Council may invest in shares and other financial
instruments of the New Zealand Local Government
Funding Agency Limited (LGFA), and may borrow to
fund that investment. The Council’s objective in making
any such investment will be to:
Obtain a return on the investment; and
Ensure that the LGFA has sufficient capital to become
and remain viable, meaning that it continues as a source
of debt funding for the Council.
Because of this dual objective, the Council may invest in
LGFA shares in circumstances in which the return on
that investment is potentially lower than the return it
could achieve with alternative investments.
If required in connection with the investment, the
Council may also subscribe for uncalled capital in the
LGFA.

2.3 Cash management
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Cash management activities must be undertaken within the following parameters:
•

Cashflow surpluses will be invested in approved financial investment instruments as per appendix 15, amounts
invested must be within limits specified in Section 2.5.

•

An optimal daily range of $0 to + 1,300,000 is targeted for in the Council's main bank account, with amounts
realised from the Council's money market lines if required.

•

The Council will not maintain an overdraft facility at this stage.

•

The undertaking of interest rate risk management activities on cash management balances is not permitted.

•

The Council will maintain sufficient liquidity to cover for emergency disaster requirements. The appropriateness of
the level being maintained will be reviewed annually as part of the review of the Asset Management Plans.

Guidance
Appendix 14 provides a brief outline of the roles and responsibilities regarding cash management.

2.4 Foreign exchange management
Under the requirements of the Local Government Amendment Act 2002 Section 113, the Council will not borrow in
other than New Zealand currency.

2.5 Treasury counterparty exposure limits
The Council ensures that all financial market investment and interest rate risk management activity is undertaken
with a New Zealand Registered Bank with a minimum long term Standard and Poor’s (or the Moody’s Investors
Service or Fitch ratings equivalents) credit rating of A+, or in the case of fixed interest investments, a full trading
member of the NZX.

•

The Council will:
Ensure that all investment, cash management, interest rate risk management and any foreign exchange
transactions are undertaken in accordance with the respective Liability and Investment Policies.

•

Rigorously monitor compliance against set prudential limits.

•

Apply the prudential limits for the Market Investment Portfolio, and the Working Capital Fund as defined in
appendix 25 and 26 respectively (to be read exclusively of one another). Note that the amount allocated to the
portfolio or the fund is to be determined by the DFSC taking into account forecast cashflow needs.

•

Use the approved hedging instruments defined in Appendix 23.

•

Exclude equity investments at this stage as having too great a risk in terms of return on investment and capital
protection. This does not however preclude the future inclusion of equity investments that meet predetermined
credit rating levels.

•

Exclude first mortgages over commercial or residential property.

•

Benchmark the Financial Market Investment Portfolio on a quarterly basis against the ANZ Corporate A Grade
Index or a combination of the ANZ Corporate A Grade Index and the ANZ 90 Day Bank Bill Index in a ratio to be
determined by the TOC in consultation with the Councils Treasury Advisor.

Guidance
Appendix 15 provides the following information:
1.
Guidance on a fall in any counterparty’s credit rating.
2.
A list of Standard & Poors rated issuers and related.
3.
Definitions of ‘Local Authority’ and ‘Registered bank’.

2.6 Non-commercial investments
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These take the form of Loans and Guarantees to Community Organisations.
Appendix 16 sets out the criteria that should be applied when considering such loans and guarantees. It also incorporates a
discussion about the Clean Heat Loan Scheme.

2.7 Banking relationships
The Council’s banking relationships will be reviewed at least every three years.

Guidance
Appendix 17 outlines the Council’s criteria for assessing banking partners.

2.8 Reports and meetings
Appendix 18 lists the reports that will be produced and the recipients. It also outlines the meeting requirements for the
Treasury Oversight Committee (TOC).

2.9 Delegated authorities
Appendix 19 lists the delegated authorities relating to this Policy.

2.10 Key internal controls
The internal controls for the operation of the Council’s treasury function are provided in appendix 20(a).
Guidance
Council systems and related process that support the approved internal controls are provide in Appendix 20(b).

Performance, Audit and Risk Committee 9 February 2017

55 of 107

Treasury - Investment Policy

Appendices – for the Liability Management & Investment Policies
Appendix 1 (liability - overview section)
Objectives – ECan Treasury Function
The primary objectives of Ecan’s treasury management function are as follows:

•

Ensure that the Council has an on-going ability to meet its debts in an orderly manner as and when they fall due in
both the short and long term, through appropriate liquidity and funding risk management.

•

Arrange appropriate funding facilities for the Council, ensuring they are at market related margins utilising bank debt
facilities and/or capital markets as appropriate.

•

Maintain lender relationships and the Councils general borrowing profile in the local debt and, if applicable, capital
markets, so that the Council is able to fund itself appropriately at all times.

•

Control the Councils cost of borrowing through the effective management of its interest rate risks, within the interest
rate risk management limits established by the LMP.

•

Ensure compliance with any financing/borrowing covenants and ratios.

•

Maintain adequate internal controls to mitigate operational risks.

•

Produce accurate and timely reports that can be relied on by senior management and the Councillors for control and
exposure monitoring purposes in relation to the debt raising activities of the Council.

Appendix 2 (liability-sect 2.1)
Debt is defined as the Council's net external public debt, calculated as the Council’s gross public debt less any sinking funds
or reserves, for the specific purpose of repayment of debt, as per the Council’s general ledger.

Appendix 3 (liability-sect 2.3)
Matters for the Treasury Oversights Committee (TOC) to take into account for evaluating strategy for new borrowing (in
relation to source, term, size and pricing)
•
Current approved liability management mechanisms.
•
Available terms from banks and capital markets.
•
The Council's overall debt maturity profile, to ensure concentration of debt is avoided at reissue/rollover time.
•
Prevailing interest rates and margins relative to term for capital markets and bank borrowing.
•
The market's outlook on future interest rate movements.
•
Ensuring that the implied finance terms within the specific debt (e.g. project finance) are at least as favourable as the
Council could achieve in its own right.
•
Legal documentation and financial covenants.

Appendix 4 (liability-sect 2.4)
Liquidity risk is the risk that an unforeseen event or miscalculation in the required liquidity level may lead to the Council being
unable to meet its obligations. Funding risk is the risk that, after the expiry of existing borrowing facilities, funds will not be
available at the price or terms required.
The Council minimises its liquidity and funding risks by:
•
Matching expenditure closely to its revenue streams and managing cashflow timing differences to its favour.
•
Ensuring, where sinking funds are maintained to repay borrowing, that these investments will be held for maturities
not exceeding borrowing repayment date.
•
Avoiding concentration of debt maturity dates (refer (i) below).
•
Maintaining a mixture of committed and uncommitted credit lines with its relationship banks (refer below (ii)).
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Appendix 5 (liability-sect 2.5)

Fixed Rate Hedging Percentages
Term

Minimum
Fixed Rate Amount

Maximum
Fixed Rate Amount

0 – 2 years

50%

100%

2 – 5 years

25%

80%

5 – 10 years

0%

60%

The above percentages apply to the Core debt of the Council. Core debt is defined as the percentage of total debt
forecast in the LTP or annual plan designated as core by the DFCS Adherence to the above parameters is not
required if the core debt is less than $10.0 million.

Appendix 6 (liability-sect 2.6)
To measure performance the actual borrowing performance of the Council shall be compared with the following
external benchmark which is predicated off the midpoints of the risk control bands contained in the ‘Fixed Rate Hedging
Percentages’ table contained in appendix 5 of this document.

•
•
•
•
•
•
•

25.0%
12.5%
12.5%
12.5%
12.5%
12.5%
12.5%

Average 90 day bank bill rate for the reporting month;
Average 1 year swap rate for the reporting month;
Average 1 year swap rate for the reporting month, 1 year ago;
Average 3 year swap rate for the reporting month;
Average 3 year swap rate for the reporting month, 3 years ago;
Average 7 year swap rate for the reporting month;
Average 7 year swap rate for the reporting month, 7 years ago.

The Council is not required to benchmark its borrowing activities if external debt is less than $10.0 million.

Appendix 7 (liability-sect 2.9)
Internal debt management
The Finance Section is responsible for administering the Council's internal debt portfolio. Loans are set up within the debt
portfolio based on planned loan funded capital expenditure, and allocated to the area incurring the capital expenditure. The
following operational parameters apply to the management of the Council's debt portfolio.
Where debt is incurred for general capital works:
•
•
•
•

Capital expenditure details are extracted by the Finance Manager each month end.
A notional internal loan is set up for all new capital expenditure and allocated in the debt portfolio to the area
incurring the expenditure.
Interest is charged by financial services to areas on month-end loan balances at an agreed rate.
The interest rate, where the external debt has not been specifically raised for that project, will be based on the
Council’s expected weighted average cost of funds, and takes into account factors such as the Council’s long-term
cost of funds, anticipated cost of new debt over the next 18 months, recovery of financial services operational costs,
and a margin which provides for certainty in the charging rate and avoids frequent adjustments. The rate is reviewed
by the TOC and is set for the next financial year in the Long Term Plan and Annual Plan.

Where debt is raised for a specific asset/project:
•

•

The interest rate when the external debt has been raised specifically for that project will be the rate of that external
debt plus an allowance to recover financial services operating costs. All costs related to incurring that debt, including
interest, are charged to the project.
For calculating effect on rating requirements the Council will use the repayment and interest costs for the year. The
finance manager will, for every loan, maintain a record of its repayments, identifying principle and interest portions;
this will be used for rating calculations and cashflow across the life of the loan.
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Where practical, the Council’s reserves are used to reduce external debt, effectively reducing the Council's net interest cost.
Where reserves are used the area using the funds will still be charged an interest charge reflecting the opportunity cost to the
Council of those funds, this rate will be the 90-day deposit rate. The appropriateness of this rate will be reviewed annually by
the TOC. A payment schedule as for any other term loan will be developed and this will be used to determine rating
requirements if necessary.

Appendix 8 (liability-sect 2.10)
Reserves may be used to reduce external borrowings in order to avoid the negative spread on interest rates between
borrowed and invested money.
Utilisation of reserves for debt funding will be subject to consideration of the parameters established under the Councils
Reserve Policy recognising desired reserve balances exist and ensuring that arrangements are such that the liquidity these
reserve balances offer is not compromised or is provided for in other ways. Where cash has been provided from another
reserve an appropriate interest rate will be paid back to that reserve and a provision for an appropriate credit facility will be
created to allow access to that level of funds in case of an emergency. The costs of servicing and repayment of such internal
loans will be recovered in the rating or other cost recovery mechanisms of the project which will include the line of credit
facility cost.
The Council currently holds liquid assets to support those reserves. In the future, the Council may need to maintain
committed lines sufficient to cover the sum of the Council’s contingency reserves, as they are used or extinguished.

Appendix 9 (liability-sect 2.12)
A quarterly report should be complied which contains the following key details of the Councils debt and hedging profile.

•

Total debt facility utilisation, including bank sourced debt and capital markets issuance.

•

Interest rate hedging profile against percentage hedging limits (graphically illustrated).

•

New interest rate hedging transactions completed

•

Weighted average cost of funds.

•

Performance measurement.

•

A statement of policy compliance.

Appendix 10 (liability-sect 2.13)
Despite anything earlier in this Liability Management Policy, the Council may borrow from the New Zealand Local
Government Funding Agency Limited (“LGFA”) and, in connection with that borrowing, may enter into the following related
transactions to the extent it considers necessary or desirable:
-

Contribute a portion of its borrowing back to the LGFA as an equity contribution to the LGFA;

-

Provide guarantees of the indebtedness of other local authorities to the LGFA and of the indebtedness of the LGFA
itself;

-

Commit to contributing additional equity (or subordinated debt) to the LGFA if required;

-

Subscribe for shares and uncalled capital in the LGFA; and

-

Secure its borrowing from the LGFA and the performance of other obligations to the LGFA or its creditors with a charge
over the Council’s rates and rates revenue.’
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Appendix 11 (invest- intro sect)
Council Individuals or
Groups

Role

Guidelines

Director Finance &
Corporate Services
(DFCS)

Overall financial management
responsibility for the Council's
investments.

Subject to delegated authority and Policy

Parks and Forests
Management Section
Finance and Corporate
Services Group

Operational management of the
Council's investments in forestry
Operational management of the
Council’s investments in
commercial revenue earning
properties.
Oversee, manage and monitor
the risk and effectiveness
associated with treasury
activities.

Treasury Oversight
Committee (TOC),
including:
• Director Finance &
Corporate Services
(DFCS) (Chairman)
• Chief Financial Officer
• Finance Manager
• Accountant – Systems
and Treasury
• Manager Business
Units
• Treasury Advisor

Finance Section

Ensure consistency with the Council's long-term financial
strategy.
The Committee has the power to second other members,
both employees and external consultants/experts, as
required.
The Committee meets monthly.

Centrally manage the Council's
borrowing, investments and cash
management activities

broadly charged with the following responsibilities:
• Raise appropriate borrowing, in terms of both maturity
and interest rate and manage the Council's borrowing
programme to ensure funds are readily available at
margins and costs favourable to the Council.
• Develop and maintain professional relationships with
financial markets in general and the Council's bankers,
funds manager and custodian in particular.
• Manage the Council's investments within its strategic
objectives and ensure that surplus cash is invested in
liquid and creditworthy instruments as approved by
TOC.
• Realise the economies of scale from operating as a
centralised function on behalf of Council's operating
divisions and business units.
• Manage the overall cash and liquidity position of the
Council's operations.
• Provide timely and accurate reporting of treasury activity
and performance.
• Manage the Council's internal debt portfolio and
administer costs for debt incurred by operating divisions.
• Act as a “banker” for projects funded from reserves.
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Appendix 12 (invest-intro sect)
Treasury organisational structure
Council
•
Approve the Liability Management Policy and Investment Policy.
•
Evaluate and approve amendments to the above policies.
•
Review treasury activity through annual reporting, supplemented by exception reporting.
•
Approve annual borrowing programme contained in the Long Term Plan (LTP) or Annual Plan.
•
Approve budgets and high level performance reporting.
•
Approve interest rate risk management instruments contained in Appendix III and all subsequent additions/deletions.
Performance Audit and Risk Committee
•
Appoint and review the Treasury Advisor..
•
Review investment performance annually.
Chief Executive
•
In conjunction with the DFCS, approve the opening/closing of bank accounts and new banking facilities.
•
Review, and if required change, the composition of the TOC.
•
In conjunction with the DFCS, approve register of cheque and electronic banking signatories.
Director Finance & Corporate Services (DFCS)
•
Overall responsibility for treasury function.
•
Primary responsibility for managing relationships with the Treasury Advisor , financial institutions and the capital
markets.
•
Negotiate borrowing facilities.
•
Approve new borrowing undertaken in line with Council resolution and approved borrowing strategy.
•
Authorise the use of Council-approved interest rate risk management instruments within discretionary authority.
•
Recommend policy changes to Council for approval.
Treasury Oversight Committee (TOC)
•
Recommend policy changes to the DFCS as Chairman of the TOC.
•
Evaluate and approve borrowing, investment and risk management strategies.
•
Review borrowing and investment management activity through regular meetings and monthly reporting.
•
Recommend performance measurement criteria for all borrowing and investment and risk management activity.
•
Monitor monthly performance against benchmarks.
•
Ongoing risk assessment of treasury activity.
Treasury Advisor
•
Assist with the review of the LMP and IP
•
Provide advice on developments in both the domestic and international financial markets insofar as they relate to
Councils treasury activities.
•
Evaluate available borrowing options for Council
•
Formulate appropriate interest rate risk management strategies for Councils external debt.
•
Manage Councils financial market investment activities.
•
Provide quarterly reports which detail relevant aspects of Councils borrowing and financial market investment
activities.
Finance Manager (FM)
•
Day to day responsibility for treasury function.
•
Secondary responsibility for managing relationships with the Treasury Advisor, financial institutions and the capital
markets.
•
Assist in the negotiation of borrowing facilities.
•
Review funding requirements, develop borrowing and risk management strategy, and provide recommendations to the
TOC.
•
Review cashflow requirements, develop financial investment strategy with the funds manager (including performance
measures) and provide recommendations to the TOC.
•
Approve all treasury transactions executed by the Accountant.
•
Secondary responsibility for executing treasury management transactions in the absence of the Accountant.
•
Review month end variance analysis to ensure reasonableness of treasury accounts at least monthly.
•
Responsible for maintaining operational and accounting systems to record and report treasury activity.
•
Review and approve treasury system/spreadsheet reconciliation to general ledger.
•
Approve all amendments to the Council's records arising from checks to counterparty confirmations.
•
Maintain loan repayment records.
•
Where the Finance Manager is not the Chief Financial Officer (CFO), ensure that the CFO is well briefed and informed
on the Treasury operational activities.

Performance, Audit and Risk Committee 9 February 2017

60 of 107

Treasury - Investment Policy
Accountant - Systems and Treasury
•
Report treasury activity to the TOC.
•
Prepare cashflow forecasts and undertake cash management activity within policy guidelines.
•
Assist in developing borrowing, investment and interest rate risk management strategies for recommendation to the
TOC.
•
Execute approved borrowing, investment, and interest rate risk management strategies.
•
Update treasury system/spreadsheets for all new, re-negotiated or maturing transactions.
Accountant – Business Support
•
Reconcile treasury system/spreadsheets to general ledger.
•
Inform Finance Manager of unresolved discrepancies between bank confirmations and internal deal records.
•
Creates treasury settlements and arrange for approval by authorised signatories (as per delegations in section 2.10
Investment Policy and the Council’s approved delegation levels).
•
Review and approve bank reconciliations.
•
Maintain loan repayment records.
Rating Officer
•
Prepare bank reconciliations.

Independent Audit
•
Verify accuracy of outstanding treasury transactions by undertaking independent confirmation checks.
•
On-going review of treasury procedures and controls.
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Appendix 13 (invest-section 2.2)
Equity
Category &
Investment
Local
Government
Insurance Corp

Nature & rationale

Deposition of revenue

Risk management

Mgmt & reporting procedures

The shares in Local Government Insurance Corporation
(LGIC) were acquired by virtue of the Council being a local
authority. The shares in LGIC continue to be held as the
shares are not readily transferable. The amount involved is not
material relative to the Council's total investment holdings.

Revenue earned from the shares in LGIC is
minimal and will be recognised as other income
to the Council.

Risks associated with
the Council's
investment in LGIC
are low.

Annual Reports are received and
reviewed by the Council. Election of
Directors takes place at the
Corporation's AGM held at the time
of the Local Government New
Zealand annual conference. The
Council votes by proxy.
The value of the shares is adjusted
each year to reflect any changes.

Equity
Marlborough
Forestry Corp

The Canterbury Regional Council has an interest in
Marlborough Forestry Corp (MFC). The rationale for holding
this interest is as a revenue producing asset for the rating
district.

The Canterbury Regional Council will receive
any income distribution in the form of
distributions of capital

Risks associated with
the Council's
investment in MFC
are low.

Annual Reports are received and
reviewed by the Council. The value
of the holding is adjusted each year
to reflect any changes.

Policy
Due to the limited
transferability of
shares and limited
risks, the Council’s
policy is to retain
shares in LGIC. If
required in connection
with the investment,
the Council may also
subscribe for further
shares in LGIC.’
Due to the limited
transferability of the
holding and limited
risks, the Council’s
policy is to retain the
holding shares in
MFC.

Forestry
Catego
ry &
Invest
ment
Forestry

Nature & rationale

The Council and its predecessor organisations have been involved in
forestry for many years. The forests were developed for flood
protection purposes and the Council currently holds 2,679 hectares of
forests.
Forestry has been undertaken primarily in response to flood protection
requirements. As a result, forestry should not be considered to be a
pure investment in which profit maximisation is paramount. However,

Deposition of revenue

Risk management

Mgmt & reporting
procedures

Policy

The majority of the Council’s forests have
been planted on endowment land for
flood protection purposes.
The vesting of that land and the use of
separate rates to fund the cost of planting
requires that any revenue generated
through those forests be returned to that
particular rating district for further flood

The most significant risk
management issues relate to
revenue flows. The first key risk is
the product price returns achieved
from forestry, which are dependent
on world markets. This risk needs
to be kept in perspective when
considering that prices have

The Council uses a combination of
in-house contracting expertise and
external consultants to manage the
forestry investment. The
management of the forests is
outlined in the Forestry Asset
Management Plan which is
reviewed annually, and all forestry

The Council will
invest in forestry
for the primary
purposes of flood
protection and soil
conservation.
Within these
constraints, these
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the Council is the owner of a significant forestry resource with ongoing
logging potential which needs to be prudently managed to maximise
returns.
The overall investment policy of the Council with regard to forestry is to
maximise profit while meeting flood protection needs. This policy
assumes that harvesting will be on a sustainable yield basis and, once
mature, will be maintained without any demand on regional rates. This
policy also assumes that planting costs and identified new planting
sites are related solely to flood protection and costs are covered by
rating for that work.
The Council periodically reviews its rationale for holding its forestry
investment and will need to take account of the following:
• Wood product prices have exhibited a long-term real annual increase
of approximately 1.5% - 2.0% over the past 85 years.
• Under current legislation, the Council is not a taxpayer on its forestry
operation.
• The impact of any short-term decline in prices can be mitigated
through a delay in harvesting.
• Commercial Plantation Forestry is not a primary role of Local
Government and the return on investment should be calculated
allowing for the value of the flood protection work.
• Investment Risk Management could be achieved by pre-sale of
harvesting rights, if necessary.

protection work or the reduction of rates
in that district.

exhibited long-term real growth of
1.5% - 2.0% for the past 85 years.

This applies to Rakaia, Waimakariri,
Ashley and Kaikoura. (Marlborough
Forestry Corporation).
For other forest plantations not subject to
such restrictions the net revenue will be
used for the benefit generally of the
region or a particular part of the region,
either to fund further works and services
or to reduce rates.

The other key risk area impacting
the Council's returns is pulp and
paper prices which are essentially
a $US driven commodity.
Accordingly, while the Council is
selling its logs, either domestically
or to an exporter in New Zealand
dollars, the underlying price is still
heavily influenced by United States
newsprint and pulp prices and the
NZD/USD exchange rate. The
Council potentially faces the same
risks as a direct exporter of goods
priced in USD. There are currently
no robust and proven commodity
hedging solutions for newsprint
and pulp prices. Investment Risk
Management could be achieved by
pre-sale of harvesting rights, if
necessary.

CARBON CREDITS
Environment Canterbury policy is to
retain all Emission Trading Scheme
credits, both pre 1990 and post 1989.
Current policy is not to trade these
credits.
As Environment Canterbury forests are
for river protection, of a permanent
nature and unlikely to be voluntarily
cleared, there may be an opportunity to
sell a portion of the ETS Credits. Any
decision in this regard would require a
decision by Council
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management including logging is
contracted out. All maintenance
costs relating to the forest are
expensed in the year incurred.
Forestry assets continue to be
treated as property plant and
equipment (in accordance with NZ
IAS16 Property Plant &
Equipment) due to the nature of
the asset, which is primarily for
protection (rather than being
operated as a commercial
enterprise and are revalued every
three years).

stands will be
managed in a
commercial
manner, in order
to optimise the
return on
investment.
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Property Investments (appendix 13 cont)
Category &
Investment
Tuam Street
& Timaru
Offices

Nature & rationale
Nature of investment - The Council owns land and
properties at 200 Tuam Street, Christchurch and 75
Church Street, Timaru, where the Council is the sole
occupier.
Rationale for holding - the Council regularly reviews the
viability of maintaining these buildings.
The Council seeks independent appraisal of the value of
the buildings every three years. The Council will also
consider and evaluate any offers made during that time
while not actively seeking to sell.

Deposition of
revenue

Risk management

Mgmt & reporting procedures

Costs are charged out
at market rentals to
occupiers and any
internal profits are
consolidated out at
Annual Report time and
are allocated to a
partitioned section of
the General Reserve.

As the Council is the
sole occupier, any
tenancy risk is removed.
Risks relating to the
holding of the assets
are evaluated with the
reports from the
property consultants.
Risks relating to
devaluation or usage
are minimised by
operating a regular
maintenance and capital
improvements
programme.

The value of these properties are
adjusted three-yearly to reflect latest
valuation in accordance with NZ IAS 16
Property Plant & Equipment

Policy
The following polices will be applied by the
Council in the management of its investment in
these properties.
Decisions on future ownership will be driven by
the requirement to maximise ratepayer benefit
and will be reviewed at valuation time by the
TOC who will make recommendations to
Council.
The Council will continue to exercise
governance over these properties to ensure the
value of these assets is protected through
planned maintenance.
The Council will continue to take advice of its
property consultants with respect to all property
matters relating to these properties.

Property
Investments
Other
Properties

Nature of investment - The Council owns properties
throughout the region. These include houses, pest & river
control depots and land held as endowments and as
reserves for river management purposes such as farming
properties, recreational reserves and commercial/industrial
properties.
Rationale for holding investments - The Council has
diverse operational requirements. The majority of
properties are held for endowment purposes principally
associated with major river systems. The business zoned
endowment land held by the Council which is not already
used for commercial activities has significant potential to
be further developed to generate additional revenue.

Rentals earned are
matched against
maintenance and other
costs and surpluses
provide funding for
general and river
management related
purposes
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Tenants are screened
and reference checked.
The properties are
regularly maintained
and insured.
Commercial leases are
used to define the
respective rights of the
parties.

The value of these properties is
adjusted three-yearly to reflect latest
valuation in accordance with NZ IAS 16
Property Plant & Equipment.

The Council will evaluate offers of purchase in
light of its requirement and maximising
ratepayer benefit
Those properties retained for Council use will
be assessed as to appropriateness on an annual
basis to maximise ratepayer benefit. All
properties will be maintained.

Rental income is reported under user
pays income. Operating expenditure is
reported under other expenditure.

The following policies will be applied by the
Council in the consideration of Commercial
property development:

Policies for investment
Those properties retained for Council
use will be assessed as to
appropriateness on an annual basis to
maximise ratepayer benefit. All

a)

b)

The Council will take advice of its
property consultants or steering
group with respect to all property
development matters
The required rate of return for such
development projects will be set by
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Where Council has resolved on a review of housing and
depot properties to sell excess properties, the investment
will be maintained until sale is possible at an acceptable
price. Those that are not currently used for Council
business are rented out providing a further source of
income.

properties will be maintained.

c)

d)

e)

the property consultants or steering
committee and will reflect the level of
risk associated with such projects
Any proposal for commercial property
development will require a rate of
return equal to or greater than the
required rate of return before it is put
forward as a recommended course of
action
Consideration will be given to 3 types
of development being; block lease (
low risk ), subdivision of land (
moderate risk ), subdivision and build
( High risk )
In considering options put forward,
and to be consistent with its overall
investment philosophy, the Council
will place priority on the maintenance
of Capital by focussing on
investments with a lower risk profile.
This means that the subdivide and
build option is unlikely to be the
option adopted.

Special Surplus Funds (appendix 13 cont)
Category &
Investment
Special
Surplus
Funds

Nature & rationale
Nature of investment- The Council has special funds for
specific purposes and from time to time, holds cash greater
than its planned operating requirements. All such cash is
invested to obtain the best possible return on investment
while meeting the cash management requirements of the
Council. Investment guidelines are as for Sections 4 through
6 of this document.

Deposition of revenue
As per Council’s policy
resolution on Distribution of
Interest Income.
Income from special funds is
retained for the purpose of that
fund and added to the invested
balance.

The Council’s only special reserve at this time is the Kainga
Land Purchase Reserve.
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Risk management

Risk is managed through investing
with institutions of high quality as
outlined in Section 2.5.
Interest risk is managed by use of
hedging instruments as outlined in
appendix III. Investments are
monitored monthly by the TOC
and, where a clear benefit is seen
to break an investment and

Mgmt & reporting
procedures

Policy

Managed as part of the
overall Treasury
function. Performance is
monitored monthly by
the TOC and reported
as per the reports
schedule in Appendix
18.

The Council must invest special and
surplus funds in order to optimise returns
within the guidelines contained in Section
2.5of this policy.

Interest income is
reported as other
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Rationale for holding investment- The Council has cash
reserves, and by the bulk nature of its funding, has periods
during the year where the cash available at any one time
exceeds the expenditure requirements. Those funds are,
therefore, invested to obtain maximum return and ratepayer
benefit.

reinvest, then that decision will be
taken, thus minimising losses due
to interest risk.

income and apportioned
across projects as per
the Council policy on
Distribution of Income.

Special funds must be maintained for the purpose specified
and income from those funds retained for that purpose,
under the Council’s investment guidelines in 2.1 to maintain
the capital these funds are invested as per guidelines in
section 2.5.

Category &
Investment

Policy

Local
Government
Funding
Agency

Despite anything earlier in this Investment Policy, the Council may invest in shares and other financial instruments of the New Zealand Local Government Funding Agency Limited (LGFA), and may
borrow to fund that investment. The Council’s objective in making any such investment will be to:
Obtain a return on the investment; and
Ensure that the LGFA has sufficient capital to become and remain viable, meaning that it continues as a source of debt funding for the Council.
Because of this dual objective, the Council may invest in LGFA shares in circumstances in which the return on that investment is potentially lower than the return it could achieve with alternative
investments.
If required in connection with the investment, the Council may also subscribe for uncalled capital in the LGFA.’
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Appendix 14 (invest-sect 2.3)
The Finance Section is responsible for managing the Council's cash surpluses and/or deficits.
The Council maintains rolling daily, monthly and annual cashflow projections which form the basis of its cash management
activity. The Council maintains one main bank account for its operating cashflows as well as other bank accounts for
specialist activities. Individual sections within the Council do not maintain separate bank accounts.
The Council manages its working capital balances by matching expenditure closely to its revenue streams, and managing
cashflow appropriately. Daily bank balances are extracted by the Accountant. Daily cash requirements are determined by
reference to the Daily Cashflow Position Report and appropriate adjustments are made to money market balances.
Cashflow surpluses from timing differences will be invested at the best possible rate on the short-term money market.

Appendix 15 (invest-sect 2.5)
If any counterparty's credit rating falls below the minimum specified in the following table then all practical steps are taken to
reduce the credit exposure to that counterparty to zero as soon as possible.
1.

Approved Financial Investment Instruments

Investment instruments available in the market (excluding equities and property) can generally be discussed under four
broad categories relating to the issuer of these instruments.
(a)

New Zealand Government
• Treasury bills are registered securities issued by the Reserve Bank of New Zealand (RBNZ) on behalf of the
Government. They are usually available for terms up to a year but generally preferred by investors for 90-day or
180-day terms. They are discounted instruments, and are readily negotiable in the secondary market.
• Government stock are registered securities issued by the Debt Management Office on behalf of the Government.
Government stock has fixed coupon payments payable every six months. They are priced on a semi-annual yield
basis and are issued at a discount to face value. They are readily negotiable in the secondary market.

(b)

Local Authorities
• Local Authority stock are registered securities issued by a wide range of local Government bodies. A fixed coupon
payment is made semi-annually to the holder of the security or in the case of a Floating Rate Note (“FRN”)
quarterly floating rate payments. They are negotiable and usually can be bought and sold in the secondary
market.

(a)

Registered Banks
•
Call and term deposits are funds accepted by the bank on an overnight basis (on call) or for a fixed term. Interest
is usually calculated on a simple interest formula. Term deposits are for a fixed term and are expected to be held
to maturity. Term deposits are not negotiable instruments. Termination prior to maturity date can often involve
penalty costs.
•
Registered certificates of deposit (“RCD’) are securities issued by banks for their funding needs or to meet investor
demand.

(d)

Corporates
• Corporate bonds and FRNs are generally issued by companies with good credit ratings. These bonds are usually
registered securities. A fixed coupon payment is made semi-annually to the holder of the security or in the case of
a FRN quarterly floating rate payments. Bonds are priced on a semi-annual or quarterly yield basis and are issued
at a discount to face value. Corporate bonds are negotiable and can be bought and sold in the secondary market.
• Commercial Paper (“CP”) is issued by borrowers who usually have a credit rating. CP is issued with maturities
ranging from seven days to over one year. The common maturities are for 30 to 90 days. The face value of the CP
is repaid in full to the bearer on maturity.

2.

Standard and Poor Definitions and Current Listing

S & P Australian Ratings Rating Code
AAA rated corporations, financial institutions, Governments or asset-backed financing structures (entities) have an extremely
strong capacity to pay interest and repay principal in a timely manner.
AA rated entities have a very strong capacity to pay interest and repay principal in a timely manner and differ from the
highest rated entities only in small degree.
A rated entities have a strong capacity to pay interest and repay principal in a timely manner although they may be
somewhat more susceptible to the adverse effects of changes in circumstances and economic conditions than those in
higher rating categories.
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BBB rated entities have a satisfactory or adequate capacity to pay interest and repay principal in a timely manner. Protection
levels are more likely to be weakened by adverse changes in circumstances and economic conditions than for borrowers in
higher rating categories.
BB rated entities face ongoing uncertainties or exposure to adverse business, financial, or economic conditions which could
lead to a less adequate capacity to meet timely debt service commitments.
B rated entities are more vulnerable to adverse business, financial or economic conditions than entities in higher rating
categories. This vulnerability is likely to impair the borrower’s capacity or willingness to meet timely debt service
commitments.
CCC rated entities have a currently identifiable vulnerability to default and are dependent upon favourable business, financial
and economic conditions to meet timely debt service commitments. In the event of adverse business, financial or economic
conditions, they are not likely to have the capacity to pay interest and repay principal.
CC is typically applied to debt subordinated to senior debt that is assigned an actual or implied “CCC” rating.
Entities rated “BB”, “B”, “CC” and “C” are regarded as having predominantly speculative characteristics with respect to the
capacity to pay interest and repay principal. “BB” indicates the least degree of speculation and “C” the highest. While such
entities will likely have some quality and protective characteristics these are outweighed by large uncertainties or major
exposures to adverse conditions.
C rated entities have a high risk of default or are reliant on arrangements with third parties to prevent defaults.
D rated entities are in default. The rating is assigned when interest payments or principal payments are not made on the date
due, even if the applicable grace period has not expired. The “D” rating is also used upon the filing of insolvency petition or a
request to appoint a receiver if debt service payments are jeopardised.
Plus(+) or Minus(-):
The ratings from “AA” to “CCC” may be modified by the addition of a plus or minus sign to show relative standing within the
major rating categories.
Credit Watch highlights an emerging situation which may materially affect the profile of a rated corporation.

SHORT TERM RATINGS INCLUDING COMMERCIAL PAPER (UP TO 12 MONTHS)
A.1 rated entities possess a strong degree of safety regarding timely payment. Those entities determined to possess
extremely strong safety characteristics are denoted with an “A.1+” designation.
A.2 rated entities have a satisfactory capacity for timely payment. However, the relative degree of safety is not as high as for
those rated “A.1”.
A.3 rated entities have an adequate capacity for timely repayment. They are more vulnerable to the adverse effects of
changes in circumstances than obligations carrying the higher designations.
Entities receiving a “B” rating have only a speculative capacity for timely payment. Those with a “B.1” have a greater
capacity to meet obligations and are somewhat less likely to be weakened by adverse changes in the environment and
economic conditions than those rated “B.2”.
C.1 rated entities possess a doubtful capacity for payment.
D.1 rated entities are in default.
Ratings of BBB- (Long Term) or A.3 (Short Term) and above are investment grade.
DEFINITIONS
“Local Authority” means any City, District or Regional Council or wholly owned subsidiary of such a body and the NZ Fire
Services Commission.
“Registered Bank” means as defined in Section 2 of the Reserve Bank of New Zealand Act 1989.
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Appendix 16 (invest-sect 2.6)
Non-commercial investments may occur where there are clearly defined social benefits to the community as a consequence
of making such a loan or providing a guarantee. As this is a departure from normal investment policy the following criteria
should be applied.
The Council must be satisfied that the potential for capital loss is minimal. This is to be achieved by:
•
where possible, securing a charge over collateral security realisable on default
•
ensuring the organisation is financially stable and the ongoing cashflow is sufficient to service the loan
•
ensuring that the return on capital is market related
•
the total value of Non-Commercial Loans and guarantees shall not exceed 2% of the Council’s investment portfolio.
Clean Heat Loan Scheme
Council approved the Clean Heat Loan Scheme as an amendment to the 2004-14 Long Term Council Community Plan. The
scheme is limited to Christchurch, Timaru, Ashburton, Rangiora and Kaiapoi and the social benefits identified include
improved air quality. The potential for capital loss has been minimised as follows:
•
The loans are to be repaid over a ten year period by way of a targeted rate on the individual properties or repaid in full
on the sale of the property
•
Credit checks will be performed on applicants prior to approving a loan
•
The loans are interest free
•
Clean Heat Loans will be funded from Clean Heat reserves initially, once all reserves have been utilised funding from
external sources will be investigated to allow Council to maintain existing investment ratios.

Appendix 17 (invest-sect 2.7)
The Council's preference in the treasury management area is to deal with preferred suppliers. The Council's choice of
relationship banks is determined by its desire to benefit from long-term relationships rather than seeking the best returns in
the short-term.
Each financial institution must be capable of providing the Council with:
•
comprehensive treasury services in NZD products
•
proven expertise and a track record in arranging local capital markets facilities
•
a desire to accommodate the Council with funding without additional security requirements.
The Council's cash management and interest rate risk management activities are undertaken with its relationship banks ASB
& BNZ.

Appendix 18 (invest-sect 2.8)
The following reports will be produced:
Report Name
Frequency
Daily Cash
Daily
Position
Treasury
Daily
Exceptions
Report
Treasury Report
listing
investments and
debt with
maturity dates
Limits Report

Debt Maturity
Profile

Statement of
Council Public
Debt

Prepared by
Accountant
Accountant

Reviewed by
Finance
Manager
Finance
Manager

Monthly
(Detailed)

Accountant

Finance
Manager

Daily – reported
on an exceptions
basis
Quarterly

Accountant

Finance
Manager

Accountant

Quarterly

Accountant

Director Finance
& Corporate
Services
TOC
Council
Director Finance
& Corporate
Services
TOC
Council
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Finance
Manager
Director Finance
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Services
TOC
Director Finance
& Corporate
Services
TOC
Director Finance
& Corporate
Services
Director Finance
& Corporate
Services
TOC
Council
Director Finance
& Corporate
Services
TOC
Council

69 of 107

Treasury
Performance

Quarterly

Treasury - Investment Policy
Funds Manager
Director Finance
Finance & Audit
& Finance
& Corporate
Committee
Manager
Services

A monthly meeting of the TOC is held to discuss the activity for the previous month together with likely activity for the coming
months. The approved quarterly borrowing, investment and risk management strategies are reviewed at this meeting and
amended if appropriate. Tactics for the following months are agreed with operating guidelines provided to the Finance
Manager for implementation. The Accountant is responsible for preparing the agenda for the monthly meeting as well as
documenting the actions required by the TOC.

Appendix 19 (invest-sect 2.9)
Activity
Approve policy document
Alter policy document
Open/close bank accounts
Approval and appointment of the Treasury
Advisor
Acquire and dispose of investments other than
financial investments
Approve borrowing programme for the year
Approve charging assets as security over
borrowing
Approve new loans in accordance with Council
resolution
Negotiate debt in relation to interest rate, term
and maturity date
Approve cheque signatories
Approve Electronic Banking funds transfer
signatories
Manage borrowing strategy

Approve interest rate risk management
instruments contained in the Risk Management
Tool Kit in Appendix IV and subsequent
additions and deletions
Authorise use of the Council approved interest
rate risk management instruments
Manage the Council cash requirements

Delegated to:
Council (by resolution)
Council (by resolution)
Chief Executive, Director Finance & Corporate
Services
Performance Audit and Risk Committee
Council (by resolution)
Council (by resolution)
Council (by resolution)
Chief Executive, Director Finance & Corporate
Services
Director Finance & Corporate Services
Chief Executive, Director Finance & Corporate
Services
Chief Executive, Director Finance & Corporate
Services
Director Finance & Corporate Services (approve
strategy as Chair of TOC)
TOC (recommend strategy)
Finance Manager/Financial Planning
Accountant (execute approved strategy, daily
management)
Council (by resolution)

Director Finance & Corporate Services
Finance Manager

Appendix 20(a) (invest-sect 2.10)
The internal controls for the operation of the Council’s treasury function

General
Organisational controls
The Director Finance & Corporate Services (DFCS) has responsibility for establishing appropriate structures, procedures and
controls to support treasury activity. Detailed procedures supporting the key controls contained in this document are
contained in these policies.
All borrowing, investment, cash management and risk management activity is undertaken in accordance with approved
delegations authorised by the Council.
Personnel with dealing responsibilities cannot perform bank reconciliations or act as a sole cheque signatory.
Cheque/Electronic Banking Signatories
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Positions approved by the Chief Executive on recommendation of Director Finance & Corporate Services (DFCS).
Dual signatures are required for all cheques and electronic transfers.
Authorised personnel
All counterparties are provided with a list of personnel approved to undertake transactions, standard settlement instructions
and details of personnel able to receive confirmations.
Settlement
Payment batches for treasury payments are set up on desk bank by accounts payable and checked by the accountant to
ensure settlement details are correct. Payment details are authorised by two approved signatories as per delegations.
Reconciliations
Bank reconciliations are performed daily by the Rating Officer and checked by the management accountant. Any unresolved
un reconciled items arising during bank statement reconciliation which require amendment to the Council's records are
signed off by the finance manager.

Investments
In addition to the controls listed above ‘General’, the following controls apply to investments:
•

Investment activity is undertaken within limits specified in Section 2.5 of the Investment Policy.

•

All deliverable certificates of investment, (for example, bank bills) are held in safe custody with the Council’s
fireproof vault or with the originating bank, or with the Council’s appointed custodian.

•

NZ Government stock, Treasury bills, local authority stock and debentures are registered with the relevant
registry. or custodian. The Council receives notice of the stocks transferred into its name from the registry. This
notice is checked to the Council's treasury system/spreadsheets.

Incidental arrangements
In addition to the controls listed above under ‘General’, the following controls apply to incidental arrangements:
•

The use of incidental arrangements is confined to managing interest rate risk of the Council borrowings and is to
be within the confines of the parameters specified in Section 2.2 of this policy.

•

The use of incidental arrangements requires formal prior approval of the Director Finance & Corporate Services
(DFCS).

•

Standard master agreements for incidental arrangements are completed by the Council with its relationship banks.

Appendix 20(b) (invest-sect 2.10)
The Council's systems of internal controls over treasury activity include:
1.

Adequate segregation of duties among the core treasury functions of deal, confirmation, settling and
accounting/reporting. There are a small number of people involved in the Finance Section. Accordingly, strict
segregation of duties is not always achievable. Refer to appendix 11 for more detailed treasury responsibilities. The
risk from this will be minimised by the following processes:
•
•
•
•

2.

Utilising the services of Councils Treasury Advisor..
A documented discretionary approval process for treasury activity.
Regular management reporting.
Regular operational risk control reviews.

Organisational, systems, procedural and reconciliation controls to ensure:
•
•

All treasury activity is bona fide and properly authorised.
Checks are in place to ensure the Council's accounts and records are updated promptly, accurately and
completely.
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All outstanding transactions are re-valued regularly and independently of the execution function to ensure
accurate reporting and accounting of outstanding exposures and hedging activity.
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Appendix 21 (invest-sect 2.1)
Policy Cross-Reference to Local Government Amendment Act 2002
Act Section Reference
Brief Description of
Investment Policy Section
Requirement
Reference
S101
Principles of financial
Sections 1, 2.9
management - prudent debt
levels
S104
Short-term borrowing,
Sections 2.10, 2.13
reserves
S105
General policy on investments
Section 2.1
S105(b)
Mix of investments
Section 2.2
S105(c)
Acquisition of new investments
Section 2.1
S105(d)
Outline of procedures for
Sections 2.2, 2.3, 2.4, 2.5, 2.7,
management and reporting of
2.8
investments
S105(e)
Management of risks
Sections 2.2, 2.3, 2.4, 2.5,
associated with investments
2.10

Appendix 22 (invest-intro sect)
Treasury Oversight Committee (TOC) - Composition
The composition of the TOC is approved by the Chief Executive. The following table details the positions within the Council
that form part of the TOC, as well as the input they are expected to add:
Position
Director Finance & Corporate Services
Manager Business Units
Finance Manager/Chief Financial Officer

Accountant
Treasury Advisor

Input Value
Overall responsibility for treasury functions.
Chairman of TOC.
Perspective from the Council’s largest asset
manager
Management of treasury function. Development
of strategy. Analysis of treasury performance.
Compliance monitoring.
Operational responsibility. Assist in developing
strategy. Feedback on previous activity.
Technical expertise, outlook on market
movements, new investment tools, investment
and borrowing recommendations, reporting on
market conditions and overall advice..
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Appendix 23 (invest-sect 2.5 and Liability-sect 2.5)

The Risk Management Tool Kit
1.

Approved Interest Rate Risk Management Instruments

.
The following interest rate risk management instruments are authorised for interest rate risk management
activity provided that they are consistent with the parameters contained in Section 2.5 of the LMP, and are first
approved by Council.
Note: Interest Rate Risk Management Instruments are only used to hedge an underlying asset or borrowing.
Forward rate agreements.
Interest rate swaps.
Purchase of interest rate options products including caps, floors, bond options and swaptions.
Interest rate collar-type option strategies.
Fixed Rate Term Loans
.

The following interest rate risk management instruments are not permitted for use:

Selling interest rate options for the primary purpose of generating premium income is not permitted because of its
speculative nature.
Structured or leveraged interest rate option strategies..
Interest rate futures contracts.
1.

Interest Rate Risk Management Instruments and Terms – Definitions

BKBM: The bank bill mid-market settlement rate as determined each business day and displayed on the New Zealand
Financial Markets Authority Website. This is the standard rate for the settlement of interest rate swaps, forward rate
agreements and interest rate caps and collars.
Bond Options: The Council when purchasing a bond option, has the right but not the obligation to buy or sell a specified
Government stock maturity on an agreed date and time and at an agreed rate.
Forward Rate Agreement: An agreement between the Council and a counterparty (usually a bank) protecting the Council
against a future adverse interest rate movement for a specified period. The Council and the counterparty agree to a notional
future principal amount, the future interest rate, the benchmark dates and the benchmark rate (usually BKBM).
Interest Rate Collar Strategy: The combined purchase (or sale) of a cap or floor with the sale (or purchase) of another floor
or cap.
Interest Rate Options: The purchase of an interest rate option gives the holder (in return for the payment of a premium) the
right but not the obligation to borrow (described as a cap) or invest (described as a floor) at a future date for a specified
period. The Council and the counterparty agree to a notional future principal amount, the future interest rate, the benchmark
dates and the benchmark rate (usually BKBM). Interest rate option products include caps, floors, bond options and
swaptions.
Interest Rate Swap: An Interest Rate Swap is an agreement between the Council and a counterparty (usually a bank)
whereby the Council pays (or receives) a fixed interest rate and receives (or pays) a floating interest rate. The parties to the
contract agree notional principal, start date of the contract, duration of the contract, fixed interest rate and the benchmark
rates (usually BKBM).
Swaption: The purchase of a swaption gives the Council the right but not the obligation to enter into an interest rate swap, at
a future date, at a specific interest rate.
Repurchase Agreements: A simultaneous sale and repurchase of a fixed interest security for different settlement dates.
Also known as Lending.
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Appendix 24 (invest-sect 2.2)

Schedule of Council’s Current Investments
Description

Actual
30 June 2012

Unaudited
30 June 2013

$000s

$000s

Shares NZLGIA

170

179

Marlborough Forestry Corp

206

222

Forests

6,061

5,792

Cash, Bank & Term Deposits

9,948

13,996

Financial Market Investment Portfolio

5,072

5,032
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Appendix 25 (invest-sect 2.5): Authorised Investment Criteria – Financial Market Investment Portfolio
Authorised Asset Classes

Overall Portfolio Limit
as a Percentage of the
Total Portfolio

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

New Zealand Government

100%

•
•

Rated Local Authorities

70%

Unrated Local Authorities

50%

New Zealand Registered Banks

100%

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

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

Government Stock
Treasury Bills

Not Applicable

Unlimited

•

Commercial Paper

Short term S&P rating of A1 or better

$2.0 million

•

Bonds/MTNs/FRNs

Long term S&P rating of A- or better
Long term S&P rating of A+ or better
Long term S&P rating of AA or better

$1.0 million
$2.0 million
$3.0 million

•

Commercial Paper

$2.0 million
Not Applicable

•

Bonds/MTNs/FRNs

•
•

Call/Term Deposits/Bank
Bills/Commercial Paper
Bonds/MTNs/FRNs

•

Commercial Paper

•

Bonds/MTNs/FRNs

•

Commercial Paper

•

Bonds/MTNs/FRNs

•

Commercial Paper

•

Bonds/MTNs/FRNs

$1.0 million
Short term S&P rating of A1 or better

$7.5 million*

Long term S&P rating of A- or better
Long term S&P rating of A+ or better
Long term S&P rating of AA or better
Short term S&P rating of A1 or better

$1.0 million
$2.0 million
$3.0 million
$2.0 million

Long term S&P rating of A- or better
Long term S&P rating of A+ or better
Long term S&P rating of AA or better
Short term S&P rating of A1 or better

$1.0 million
$2.0 million
$3.0 million
$2.0 million

Long term S&P rating of A- or better
Long term S&P rating of A+ or better
Long term S&P rating of AA or better
Short term S&P rating of A1 or better

$1.0 million
$2.0 million
$3.0 million
$2.0 million

Long term S&P rating of A- or better
Long term S&P rating of A+ or better
Long term S&P rating of AA or better

$1.0 million
$2.0 million
$3.0 million

State Owned Enterprises
50%

Corporates * *

50%

30%
Financials* *

* Short term investments in any one New Zealand Registered Bank shall not exceed 70% of the portfolio or $7.5 million whichever is the greater.
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** The combined holding of Corporates and Financials shall not exceed 70% of the portfolio.
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Appendix 26 (invest-sect 2.1, 2.5): Authorised Investment Criteria – Working Capital Fund
Authorised Asset Classes

Overall Portfolio
Limit as a
Percentage of the
Total Portfolio

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

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

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

New Zealand Government

100%

Treasury Bills

Not Applicable

Unlimited

Rated Local Authorities

70%

Commercial Paper

Short term S&P rating of A1 or better

$3.0 million

Unrated Local Authorities

50%

Commercial Paper

Not Applicable

$2.0 million

New Zealand Registered Banks

100%

Call/Term
Deposits/Bank
Bills/Commercial Paper

Short term S&P rating of A1 or better

$15.0 million*

State Owned Enterprises

50%

Commercial Paper

Short term S&P rating of A1 or better

$3.0 million

Commercial Paper

Short term S&P rating of A1 or better

$3.0 million

Commercial Paper

Short term S&P rating of A1 or better

$3.0 million

Corporates * *
50%

Financials* *

30%

* Short term investments in any one New Zealand Registered Bank shall not exceed 70% of the portfolio or $15.0 million whichever is the greater.
** The combined holding of Corporates and Financials shall not exceed 70% of the portfolio.
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5.6. Review of Performance, Audit and Risk Committee
Terms of Reference
Performance, Audit and Risk
Committee (PARC) Report
Author
Endorsed by

Katherine Harbrow
Chief Financial Officer
Miles McConway
Director Finance and Corporate Services

Purpose
To review the Terms of Reference of the Performance, Audit and Risk Committee.
Recommendations
That subject to any amendments to the attached draft Terms of Reference review, the
Performance, Audit and Risk Committee:
1. Recommend to the Council the adoption of the revised Terms of
Reference for the Performance, Audit and Risk Committee.

Proposal
Background
The Terms of Reference have been regularly reviewed over the past 5 years. They were
adopted by the Council on 29 July 2010 (as the Finance and Audit Committee), amended on
26 April 2012 to change the name of the Committee and again on 17 November 2016 to
include some minor wording changes to reflect the new governance structure. Periodic
reviews are needed to ensure the Terms of Reference remain accurately reflect the
responsibility of this committee of Council.

Proposed Changes
The attached draft document proposes to change the order of the Committee's
responsibilities into clearer headings of financial reporting, risk management, external audit
and internal control systems. There are two new responsibilities added in red in relation to
fraud and risk management. These two additions are due to recent policy development in
these areas. Other changes in the document are minor in nature and can be seen in the
marked up draft attached.
In addition to the changes included in the draft document, the matter of Committee
membership is also raised for the Committee's consideration so as to provide for additional
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appointments, either internal and external, should the committee wish to consider this in the
future. See clause 1(c).
Financial implications

There are no financial implications to the proposed changes to the Terms of Reference.

Legal compliance and risk assessment
The review of the Terms of Reference has been reviewed by Councils General Counsel to
ensure compliance with the provisions and levels of delegation provided by the Local
Government Act 2002.

Significance and engagement
The proposed changes to the Terms of Reference are of low significance in terms of the
Environment Canterbury Significance and Engagement Policy: 27 November 2014.

Consistency with council policy
The proposal is not a departure from agreed and notified Council policy.

Communication
The Committee Terms of Reference will be available on the Council website once they have
been approved.

Attachment


Amended Terms of Reference- Performance, Audit and Risk Committee
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Draft Revised Terms of Reference for Consideration February 2017
PERFORMANCE, AUDIT AND RISK COMMITTEE
TERMS OF REFERENCE
1.

2.

MEMBERSHIP AND QUORUM

(a)

The Committee shall consist of five Councillors.

(b)

The quorum shall be three

(c)

Other appointees that are deemed necessary for the Committee to discharge
their functions.

OBJECTIVES

The objectives of the Committee are to assist the Council to address audit, external
financial reporting, financial risk management, internal control, strategic performance
management and operational performance.
The objectives of the Committee are to assist the Council to provide oversight of:
• financial reporting including strategic performance management and operational
performance,

3.

4.

•

risk management (including cash and investment management),

•

internal control systems including compliance with laws and regulation, and

•

the external audit process.

ATTENDANCE AT MEETINGS

•

Unless otherwise requested the Chief Executive and the Director Finance and
Corporate services are to attend meetings.

•

Other parties including other members of the Council may be invited to attend by
the Committee to assist the Committee in its work.

•

The public are welcome to attend any meeting of the committee, except for any
part of a meeting where the public are excluded for the reasons set out in the
Local Government Official Information and Meetings Act.

•

There shall be at least one meeting per year, or part thereof, where the external
Auditors shall attend.

•

External Auditors (or internal Auditors) may request a special meeting if they
consider this to be necessary.

DELEGATED POWERS

The Committee is authorised by the Council to:
(a)

review matters within its Terms of Reference;
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5.

(b)

seek information that it requires from the Chief Executive who is required to
co-operate with appropriate requests made by the Committee;

(c)

request access to outside legal or independent professional advice should it
consider this necessary; such Advisors may attend meetings if so requested;

(d)

undertake other such matters of a financial nature that the Committee may
from time to time deem important; and

(e)

make recommendations to the Council on matters outside its delegated
power.

RESPONSIBILITIES

Responsibilities of the Committee shall be:
Financial Reporting including Strategic/Operational Performance Management
a) Review the draft financial statements and groups of activities prior to being furnished
to Council for adoption as part of the annual report.
b) Consider any changes in accounting policies, standards or reporting requirements
requiring Council approval.
c) Review of results of measurements undertaken during the year of progress towards
the achievement of strategic priorities and levels of service (these measures are
subject to audit under the Local Government Act).
d) Review the cost effectiveness of major programmes in delivering Environment
Canterbury’s contribution to strategic priorities and levels of service.
e) Review the contributions from Government and other organisations. The Council’s
role is facilitating contributions from those organisations to achieve strategic priorities
and levels of service in partnership with Environment Canterbury.
f)

To set criteria and review portfolio budgets, early in the budget cycle, to understand
the reasons behind budget decisions to ensure that proposals going forward into the
budget have been systematically and rigorously analysed, and to make
recommendations.

g) Receive and review reports on the performance of other Council commercial
activities, including properties leased or rented to external parties.
h) Consider matters relating to rating.
i)

Overview of financial reserves to deal with unexpected financial contingencies.

j)

Maintain overview of contingent liabilities.
Risk Management (including cash and investment management),

k) To review the risk management process to ensure the process for identifying,
assessing, monitoring and reporting strategic risks and key operational risks is
adequate.
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l)

Appoint and review at least three yearly the Funds Manager contract in regard to the
management of investment funds and as a result of that review, to determine that the
contract may be extended or retendered.

m) Review the performance of the investment portfolio, annually.
n) Overview of risk associated with Council controlled trading organisations.
Internal Control systems including compliance with laws and regulation
o)

Consider any matters referred to it by an internal audit function.

p) Satisfy itself about the existence and quality of cost-effective internal control systems,
and the proper application of procedures.
q) To act on suspected or actual fraud and ensure failings or weaknesses that are
identified from any review of internal controls have been, or are being, remedied.
External Audit
r) The Auditor-General is the appointed external auditor, in accordance with section 29B
of the Public Finance Act 1989, the Committee must ensure it complies with both the
Public Finance Act 1989 and Public Audit Act 2001. The Auditor-General is also
auditor of all Council Controlled Organisations, per section 70 of the Local
Government Act 2002.
s) Ensure that the provision of non-audit services by the external Auditors does not
impair their independence or objectivity.
t)

Discuss with the External Auditor before the interim audit commences, the nature and
scope of the audit and to review the Auditor’s quality control procedures and changes
in regulatory or other requirements.

u) Review the External Auditor’s management
management’s responses are adequate.
v)
6.

letter

including

ensuring

that

Consider other matters referred to the Committee by the Council.

REPORTING PROCEDURES

(a)

The Committee shall be accountable to the Council, in relation to the
Committee’s activities and responsibilities.

(b)

The Committee shall review the Terms of Reference periodically or as
circumstances require. conduct an annual review of its work and the Terms of
Reference and the Chairperson shall make a report to the Council at the end
of each financial year.

(c)

The Committee shall report to Council in relation to the yearly work plan. The
appointment of ‘other appointee’ (refer 1 (c)) to the membership of the
Committee shall be a decision of the Council.
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5.7. 2017/18 Annual Plan Engagement
Performance, Audit and Risk
Committee (PARC) Report
Author

Katherine Harbrow
Chief Financial Officer
Miles McConway
Director Finance and Corporate Services

Endorsed by

Purpose
For the Performance, Audit and Risk (PAR) Committee to recommend to Council the
community engagement process for the draft 2017/18 Annual Plan engagement process and
the indicative fiscal envelope that this currently represents..
As the 2017/18 Annual Plan has budgeting and financial implications it is important that the
PAR Committee be satisfied that the proposed approach to the engagement process is
appropriate.

Value proposition
Even though there are no significant or material changes proposed in the third year of the
2015/25 Long Term Plan, it is beneficial to receive feedback from stakeholders, partners and
the community on the content of the draft 2017/18 Annual Plan. This feedback along with
additional work to be done by staff and council will guide the Council on any other changes
that could be made to the third year of the Long Term Plan.

Recommendations
That the Committee recommends to Council:
1. to use an informal engagement process similar to that used last year for
the draft 2017/18 Annual Plan and as outlined in this report and
attachments.
2.

to accept online feedback as well as written feedback for the 2017/18
Annual Plan.

3. to note that at this stage there is an indicative total rate increase of 2.9%
in the draft 2017/18 Annual Plan
4.

that the draft 2016/17 Annual Plan and engagement document be
presented at the 23 February 2017 Council meeting as they are the
documents to be used in the engagement process.
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Proposal
Background
On 24 November 2016 Councillors were provided with a briefing paper on the 2017/18
Annual Plan.
Guidance provided at that workshop was for the increase in rates to be presented below 3%
and that a similar engagement process to the 16/17 (current) Annual Plan be followed.
On 2 February 2016 Councillors were provided with a briefing paper on the draft 2017/18
Annual Plan and possibilities available for the engagement process.
Electronic feedback is available for the first time. Electronic feedback will enable online users
to provide feedback quickly, easily and in the channel that suits online users. Written
feedback will still be received.

Financial implications
An engagement process for the 2017/18 Annual Plan has been budgeted for as part of the
Annual Planning for 2016/17.

Next Steps
1.

Post the 23 February Council meeting engagement will begin as per the
Communication and Engagement Plan including informal conversations with
feedback providers
2.
21 April 2017 written feedback deadline
3.
18 May 2017 Council workshop will be provided with the written feedback received
and guidance will be sort on what changes should be made to the draft 2017/18
Annual Plan
4.
29 June 2017 Council will adopt the 2017/18 Annual Plan and set rates.

Legal compliance and risk assessment
The engagement process would be consistent with the 2016/17 Annual Plan process.

Significance and engagement
There are only minor changes proposed from the 2015-25 Long Term Plan. There is
nothing of a structural nature and therefore significance is considered low.
Consistency with council policy
The engagement process will be consistent with the process used for the 2016/17 Annual
Plan.
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Communication
The section manager for Communications is on the 2017/18 Annual Plan project and has
prepared a communications and engagement plan. Councillors viewed a draft of this
document at the 2nd February workshop. Feedback from this workshop on this
communication and engagement plan will be included in the documents that will go to
Council.

Attachments


None
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6. Audit
6.1. Follow up on Audit NZ 2015/16 Management Report
Actions
Performance, Audit and Risk
Committee (PARC) Report
Author
Endorsed by

Katherine Harbrow
Chief Financial Officer
Miles McConway
Director Finance & Corporate Services

Purpose
Provide update on progress on addressing issues raised by Audit NZ 2015/16 Management
Report.

Recommendations
That the Performance, Audit and Risk Committee receives the report.

Update
The Audit NZ 2015/16 Management Report had various recommendations for changes.
Management have agreed to make the following changes:
1. (Refer to finding 2.4 in Report): Procurement of Legal Services




2.

Recommendation 3 that the current Procurement Policy will be reviewed to
ensure it specifically provides for professional services procurement has been
undertaken.
Result : The word service has been added to section 1 and 2.1 of the
Procurement and Contract Management Strategy and Policy.

(Refer to finding 2.5 in Report): Sensitive expenditure



Recommendations were to review the policies against the OAG’s publication
“Controlling sensitive expenditure: Guidelines for public entities”
Result: The Hospitality, Business and Travel Expenses policy has been
reviewed against the OAG guidelines in the following areas and changes made Hospitality, Business and Travel Expenses, Koru Club membership and Air
Points, Credit cards and purchase cards, the approach to alcohol, and what
approach to take with the Social Club and Staff sponsorship.
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3. All other findings have been resolved or as per finding 3.1 in Report, will be resolved
through the 2017/18 Annual Plan process.

Financial implications
n/a

Legal compliance and risk assessment
Policies affecting staff require consultation with them. The Hospitality, Business and Travel
Expenses policy is currently going through this process. A final copy will be circulated to all
councillors.

Significance and engagement
n/a

Consistency with council policy
Council policies have been amended post the Audit NZ recommendations.

Communication
n/a

Attachments
1. Extract from Environment Canterbury Audit Management Report 2015/16
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Extract from Audit NZ ECan 2015/16 Management Letter
2.5 Sensitive expenditure
Introduction
We have performed testing of a sample of senior management and Commissioners’ travel
expenses, as well as credit card expense claims.
In addition, we have also performed a review of other aspects of Environment Canterbury’s
sensitive expenditure processes and procedures, at the request of the former Chair,
including a review of the new draft sensitive expenditure policy. This is because sensitive
expenditure could attract undue attention and public scrutiny about how public funds are
being spent.
Recommendations
We recommend that the draft policy be enhanced by including the following to
provide clarity to Environment Canterbury’s management and employees:
Credit cards
•

The process for cancelling and destroying credit cards.

•

The credit limit applying to the Environment Canterbury credit card.

•

Detailing who is responsible in the case of the misuse of the credit card.

•
Principles regarding purchase by credit card over the internet reflecting good
security practice, such as purchasing from only established reputable companies
known to the entity.
Travel and accommodation expenditure
•

Guidelines for international travel.

•
Principle that air travel is booked well ahead of the actual travel, so that the
expenditure is the most cost-effective possible.
•

Specification of the class to be used for air travel.

•
Policies on memberships of airline clubs, including airline loyalty reward
schemes such as Air New Zealand’s Airpoints.
•

Policy on rental car use, including for personal use.

•

Guidelines on the use of taxis and corporate vehicles.

•

Policy on fines (parking offences and other traffic offences).
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Findings – these are set out under the following headings:
2.5.1

Expense claim and credit card expense testing

We have tested a sample of senior management and Commissioners’ expense claims and
credit card expenses.
While we noted that the expenses were approved in accordance with Environment
Canterbury’s policies, there were a number of expense items which were not specifically
covered by the credit card or other sensitive expenditure policies.
2.5.2

Impact of restructure on financial delegations

A new financial delegations manual has been developed, which was adopted on 25 August
2016, to reflect the current organisational structure. As other Environment Canterbury
policies are updated, references to former job titles are being amended in the updated
policy. In the meantime, if a particular role has been disestablished, and the position is
mentioned in the applicable policy, approval is being obtained by the next level up in the
organisation.
2.5.3

Draft hospitality, business and travel expense policy

A hospitality, business and travel expense policy has been drafted, which is to be effective
from 1 October 2016. This policy will replace the former policies: Travelling on Council
business policy; credit card policy; purchase card policy; and hospitality policy.
We have reviewed the draft policy against the OAG’s publication “Controlling sensitive
expenditure: Guidelines for public entities”. We note that the policy contains many of the
expected principles, but we recommend that these be extended to cover the sale of surplus
assets to staff; sponsorship; use of Air New Zealand Airpoints earned by staff on business
travel; and donations, koha and gifts. We also note that no decision has been made on the
number of credit cards that will be issued in the 2016/17 financial year, or the future of Koru
Club memberships which are currently funded by Environment Canterbury.
Management comments
There is currently 1 credit card in use at ECan. This is assigned to the Finance
Manager and is used for organisation procurement where standard procurement
channels don’t suit e.g. offshore purchases.
The policies referred to will be developed/reviewed as recommended. The draft
hospitality, business and travel expenses policy is yet to go through the staff
consultation process.
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6.2. Internal Audit
Performance, Audit and Risk
Committee (PARC) Report
Authors

Endorsed by

Tanya Clifford
Corporate Reporting Accounting – Internal Audit practice lead and
Katherine Harbrow
Chief Financial Officer
Miles McConway
Director Finance & Corporate Services

Purpose
This paper is to provide an update on the Internal Audit practice lead and audit environment
as well as responding to queries raised at the December Performance, Audit and Risk
Committee meeting.

Value proposition
Internal audit adds value to the organisation by identifying efficiency and effectiveness
enhancements. Reviews can identify whether operations or programmes are achieving the
intended results, and whether there could be further improvements.

Recommendations
That the Performance, Audit and Risk Committee:
1. Approve changes as indicated in the attached internal audit charter and
2. Note the responses to questions raised at the December Performance,
Audit and Risk Committee meeting.
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Proposal
Background
This paper is to inform the Committee of a change in the internal audit practice lead and
respond to questions raised previously.
Internal audit practice lead new appointment
The recent review of the finance team structure enabled the internal audit function to be
separated according to best practice. The previous internal audit practice lead was also
involved in supervising transactional staff, whose work was often subject to audit. The
previous internal audit practice lead, Steve McAuley has subsequently moved into another
role at Environment Canterbury. Steve established and led the internal audit programme
from its inception.
As a result of these changes, it has enabled us to adopt best practice and Tanya Clifford has
been appointed to the internal audit practice lead role. Tanya has returned from maternity
leave and brings a wealth of experience, having previously been involved auditing public
entities both in New Zealand and overseas. Tanya is involved with the corporate reporting
team, and therefore is independent of any transactional work and reviews that may occur in
the future.
For the Committee's reference, the Internal Audit Charter is attached 5.2.1, this outlines the
roles and responsibilities of the internal audit practice lead and the organisation. The Charter
has been revised (subject to the Committee's approval) to update reporting responsibilities,
along with updating terminology to be gender neutral and consistent with current usage. The
internal auditor practice lead’s employment contract is consistent with this reporting
framework.

Update on the 2016-17 Internal Audit plan

Approved audits 2016-17

Status

Diversity Health Check

Completed. Action plan now attached 5.2.2
Reported to the Performance Audit and Risk committee on
22 September 2016

Data Management

Completed. Action plan now attached 5.2.3
Recommendations from the LGOIMA portion all actioned.
Implementation plan for the future state recommendations
being developed.

Probity and Sensitive
expenditure – staff expense
claims & purchase cards

Deloitte expected to be retained for this project. Work
expected to be completed late May 2017.
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Approved audits 2016-17

Status

Grants and Contracts with
planning and consenting
entities

Engaged PWC for this project, currently works are being
scoped. Work expected to be completed late April 2017.

Canterbury Local
Government Finance
Managers group audits

Current proposed audits are:


Asset management link (delayed until 2017/18)



Procurement and contract management

Having completed similarly focused internal audits
previously, it is considered the most cost efficient approach
would be to obtain the findings collated from other
councils, and not participate in the current audits.

Financial implications
This report provides additional information only. The internal audit function is provided for in
the Council’s annual budget.

Legal compliance and risk assessment
This report is for informational purposes only.

Significance and engagement
This report is for informational purposes only.

Consistency with council policy
This report is for informational purposes only. No inconsistencies with council policy noted.

Attachments


5.2.1 - Internal Audit Charter



5.2.2 - Diversity Health Check action plan



5.2.3 - Data Management action plan
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INTERNAL AUDIT CHARTER
INTRODUCTION
Internal audit is an independent and objective assurance and advisory activity that is guided
by a philosophy of adding value to improve organisational operations and outcomes. Internal
audit assists Environment Canterbury ( ECcan) in accomplishing its objectives by bringing a
systematic and disciplined approach to evaluate and improve the effectiveness of ECan’s risk
management, control, and governance processes.
The internal audit function is accountable to the Cchief Eexecutive. It also has to the Chair of
Council and through the Performance Audit and Risk Committee (PAR C). It also has direct
access to the chair of the PAR Committee to the chief executive and to the chair, as required.
ROLE
Internal audit provides independent objective advice to the chief executive to assist him with
the efficient and effective discharge of his statutory responsibilities and accountabilities of staff
and Council.
Internal audit has an important role to advise and work alongside management to identify
opportunities for improving business processes and controls. It produces reports for
management that, whilst identifying gaps in processes and controls, also provide practical
recommendations to make cost effective improvements.
Internal audit plays an integral part in the framework of assurance provided to ECan `s PARC
Committee. Internal audit will report to the PAR Committee on its activity and findings, with an
emphasis on identifying trends, issues and risks at an organisational level.
PROFESSIONALISM
The internal a udit activity will govern itself through adherence to The Institute of Internal
Auditors mandatory guidance including the Def inition of Internal Auditing, the Code of Ethics
and the International Standards for the Professional Practice of Internal Auditing (Standards).
This mandatory guidance cons titutes principles of the fundamental requirements for the
professional practice of internal auditing and for evaluati ng the effectiveness of the internal
audit activity’s performance.
The Institute of Internal Auditors’ Practice Advisories, Practice Guides a nd Position Papers
will be adhered to as applicable to guide operations. In addition, the internal audit activity will
adhere to ECan`s relevant policies and procedures and the internal audit activity’s standard
operating procedures manual.
AUTHORITY
The internal audit activity, with strict accountability for confidentiality and safeguarding of
records and information, is authorised full, free, and unrestricted access to any and all of
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ECan’s records, physical properties, and personnel relevant to carryin
engagement.

g out any audit

Internal aAudit will have free and unrestricted access to the Cchief Eexecutive, to the chair of
the PAR C ommittee and, where necessary, to the Council chair of the commissioners.
Any internal a udit outsourced or co -sourced supplier that is, or could be, an Audit Service
Provider (ASP) to ECan, will have full acce ss to records except where the Cchief Eexecutive
has determined that the information is commercially sensitive. Where access has been
restricted this should be reported to the PAR Committee.
All employees are required to assist the internal audit activity
responsibilities.

to fulfil its role and

Documents and information given to internal a udit will be handled in the same prudent and
confidential manner as by those employees normally accountable for them.
ORGANISATION
The Internal Audit Practice Leader w ill report functionally to the
Cchief Eexecutive a nd
administratively (ie for day -to-day operations to the Director Chief Financial Officer e and
Corporate Services). This reporting line must not impair internal audit’s independence.
There will also be an open line of communication and direct access between the Internal Audit
Practice Leader, the chair of the PAR Committee and the Council chair.
INDEPENDENCE AND OBJECTIVITY
Internal auditors should be independent of the activities they audit and should have no
responsibility or authority over any of the activities under scope.
Internal auditors must be
independent when they carry out their work freely and o bjectively. Independence means an
internal auditor is able to report on issues without any undue influence.
Internal audit will not design or install systems or develop procedures, prepare records, or
engage in any other activity that would normally be au dited. Performing such functions is
considered to impair audit objectivity.
RESPONSIBILITY
The scope of internal auditing encompasses, but is not limited the examination and evaluation
of the adequacy and effectiveness of ECan`s governance, risk managem ent, and internal
control processes as well as the quality of performance in carrying out the assigned
responsibilities to achieve the organisation`s stated goals and objectives. This includes:
•

Evaluating the reliability and integrity of financial and operating information and the
means used to identify measure, classify, and report such information.

•

Evaluating the systems established to ensure compliance with those policies, plans,
procedures, laws, and regulations which could have a significant impact on the
organisation.
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•

Evaluating the means of safeguarding assets and, as appropriate, verifying the
existence of such assets.

•

Evaluating the economy and efficiency with which resources are employed.

•

Evaluating operations or programmes to ascertain whether results are consistent with
established objectives and goals and whether the operations or programmes are
being carried out as planned.

•

Monitoring and evaluating ECan`s governance structures and processes.

•

Monitoring and evaluating the effectiveness of the organisation’s risk management
frameworks and practices.

•

Ensuring coordination between internal and external audit activities.

•

Evaluating specific operations at the request of the PAR Committee or the Cchief
Eexecutive, as appropriate.

•

Reporting periodically on the internal audit activity’s purpose, authority, responsibility
and performance relative to its plan.

•

Reporting significant risk exposures and control issues, including fraud risks,
governance issues and other matters needed or requested by the Cchief Eexecutive
or the PAR Committee.

RESPONSIBILITIES OF MANAGERS
Internal audit is responsible for engaging with appropriate managers to communicate audit
findings, recommendations and conclusions. To assist internal audit in d
ischarging their
responsibilities, ECan`s managers will:
•

Nominate lead contacts for each audit, assurance activity or review.

•

Ensure staff in their Directorate s provide the lead auditor with the information and
support needed to successfully complete the audit.

•

Keep the appropriate managers informed of pr ogress of the audits and engage
managers in discussions of the findings and recommendations.

•

Respond to the audit findings in a timely manner, including development of a remedial
action plan, before the audit report is issued to the Cchief Eexecutive and the PAR C
Committee.

•

Ensure th at responsibility for implementing the agreed corrective action is assigned
appropriately and that progress is monitored and reported to iInternal aAudit.

•

Ensure the right of access and the right to audit are included in all standards, MOUs
and third party contracts.

AUDIT PLANNING
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The Internal Audit Practic e Leader will submit an annual internal audit plan to the
Cchief
Eexecutive for review and approval, including the proposed resource allocation and a budget
for the following fiscal year.
The internal audit plan will be developed using a risk -based meth odology with input from
senior management and councillorscommissioners as to their views of high risk areas . The
risk register will be used as the basis of developing the internal audit plan. The internal audit
plan will also be discussed with the external auditors to ensure that there is no overlap of audit
activity.
The plan will be approved by the Cchief Eexecutive or his delegated officer, with advice from
the PAR Committee. Any significant deviat ion from the formally approved internal a udit plan
will be agreed by the Cchief Eexecutive and PAR Committee through regular activity reports.
The agreed changes to the plan should also be communicated to senior management.
REPORTING AND MONITORING
A written report will be prepared and issued by
the Internal Audit Practice Leader or their
delegate following the conclusion of each audit, and distributed as appropriate. The report will
include management’s response and the corrective action taken or to be taken in regard to
the specific findings and recommendations, as well as a timetable for anticipated completion
of the actions. The reports should also include an explanation for any recommendations not
addressed.
Internal audit are responsible for monitoring follow up on audit findings and recommendations.
Management are responsible for implementation of the agreed actions. All significant findings
will remain open until the file is formally cleared.
Regular reports on internal audit activity and results will be forwarded to theCchief Eexecutive
and to the PAR Committee.
RELATIONSHIP AND COORDINATION WITH THE EXTERNAL AUDITOR
The Internal Audit Practice Leader will meet regularly with the external auditor (currently Audit
New Zealand) to discuss internal and external audit plans and to share knowledge of anyaudit
issues. The meetings will ensure that the roles of the two functions are well coordinated and
that there is no duplication in audit activity.
PERIODIC ASSESSMENT
The Internal Audit Practice Leader w ill report periodically to the Cchief Eexecutive and the
PAR Committee on internal audit’s purpose, authority, and responsibility, as defined in this
Charter, as well as performance relative to the plan. The report should assess w hether the
purpose, authority and responsibility, as defined in the charter, continue to be adequate to
enable internal audit to accomplish its objectives.
Reporting will also include significant risk exposures and control issues, including fraud risks,
governance issues and other matters needed or requested by th e Cchief Eexecutive or PAR
Committee.
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Diversity Health Check – Action Plan
Foundations – Stage 1 – by June 2017
Key steps
•

Obtain Director and Governance
commitment/buy-in, including funding and
staff support

Status
ELT & Councillor briefing
Complete

• Develop Diversity and Inclusion
Strategy/Framework and Policy

Drafts completed, to be reviewed by Diversity
Guidance Champions Group

• Form Diversity and Inclusion Champions
group including developing terms of
reference

Application process, selection criteria and
advertisement drafted. Advertised Jan 17

• Review all HR policies and process to
incorporate Diversity and Inclusion focus

Underway

• Create collective ownership by identifying
organisation wide responsibilities.

Not started

• Incorporate Diversity and Inclusion into
Induction process

Underway

• Develop/design Diversity page on Puna
Korero

Not started

• Develop monitoring method of actions taken
and progress made

Not started

• Develop communication to promote the
initiative and tell the Diversity and Inclusion
story – why we care, what we want to
achieve

Not started

Complete

Human Resources

Diversity Guidance Champions Group

Human Resources

Communications

Diversity Guidance Champions Group

Diversity Guidance Champions Group /
Communications
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Data Management – Action Plan
Local Government Official Information and Meetings Act
Task

Progress Update

% Complete

Introduce an impact assessment process for the political
and media impact and a checklist or basic workflow
management software could be utilised to enforce a
standardised assignment process.

The process is complete and
updated in our process map

100%

As part of the LGOIMA process all blurbs should be
reviewed by the subject matter expert before going to
the Director for signing.

The process is complete and
updated in our process map

100%

Guidelines should be prepared based on the core values
and principles of ECan. This will provide a clear decision
making process for employees preparing the LGOIMA’s.

The process is complete and
updated in our process map

100%

Data Management - Quick Wins
Task
A.1 Set up a series of workshops promoting the value of
good data management

Progress Update
Underway, due for completion
by the end of April

A.2 Establish knowledge sharing and enablement across
the business units (custodians, stewards, SLT, ELT,
analysts and IT) and data domains. This can be done
through workshops, collaboration groups and on the
ECan portal

Due by 30 June 2017

25%

A.3 Bring in enterprise architecture expertise, and
additional BI/Report developers

Underway, due for completion
by end of June 2017

20%

A.4 Introduce a review and approval process for
LGOIMA and architectural changes to incorporate an
impact assessment process for the political and media
impact

Linked to A.3, due for
completion by end of June 2017

20%

A.5 Set up quarterly custodian and data steward
workshops to get a collective view on data being
collected in the organisation, why it is being collected
and what should be collected.

This has been established and
will be an ongoing task

100%
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Data Management - Building Confidence
Task
B.1 Continue with the data steward and custodian
program

Progress Update
This is an ongoing task with no
end date

% Complete

B.2 Streamline and standardise the business as usual
service request process by putting steps in place to
ensure requirements, effort and priority are fully
defined and understood

This is underway and will be
complete by the end of April
2017

20%

B.3 Review enterprise wide BI reporting and analytics
requirements and toolset to meet the needs of the
different uses cases (e.g. Power BI, SSRS),and streamline
the technology capabilities

We have some of the
technology already, this will be
complete by the end of
December 2017

10%

B.4 Continue with the establishment of a
comprehensive data governance policy

This is underway and will be
complete by June 2017

30%

B.5 Define Master Data Management strategy to ensure
quality and integrity of data by having a single record of
the truth

This will be complete by the end
of December 2017

0%

B.6 Data quality management framework -data quality
management capabilities (visibility of data quality
issues, data profiling etc.)

Links with the above
recommendation. This will be
complete by the end of
December 2017

0%

50%

Data Management - Advanced State
Task

Progress Update

C.1 Implement integrated data repository after
completion of the data management (DQM and MDM)
strategy

This is dependent on earlier
projects and the exact design of
it is unknown. It will be
complete by the end of 2018.

0%

C.2 Implement platform(s) for self-service internal and
external reporting, to perform on-demand information
reports, ad-hoc analysis and basic reporting

We have some of this capability
no. It will be complete by the
end of Dec 2018.

10%

C.3 Data acquisition and integration toolsets
(automating the ETL, reducing manual effort)

Aspirational goal, scope not fully
assessed. We will review this
closer to the time and anticipate
it being complete by Dec 2019.

0%

C.4 Advanced Analytics enablement -high performance
data storage and query features

This is an aspirational goal and
we do not understand the scope
of what is required yet. We will
review this closer to the time
and anticipate it being complete
by Dec 2019.

0%
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7. Risk
7.1. Health and Safety
Performance, Audit and Risk
Committee (PARC) Report
Author

Matthew Bennett
Health and Safety Advisor

Endorsed by

Miles McConway
Director Finance and Corporate Services

Purpose
To provide a summary of information on Health and Safety matters to the Performance,
Audit and Risk Committee.

Recommendation
That the Performance Audit and Risk Committee receive the Health and Safety report

Health and Safety Lead Indicators
Occupational Health Monitoring
2016 / 2017 to date:
Workstation
Assessments
Hearing
Vision
Lung
Vaccinations
Blood Screening

Number
completed
65 / 7

% of required**

% indicating issue

98% / 4%

10% / 0

64 / 8
64 / 8
55 / 5
18 / 0
5/0

92% / 3%
98% / 3%
98% / 6%
Unknown
Unknown

3% / 0***
0% / 0
0% / 0
0% / 0
0% / 0

** The ‘% of required’ is based on the total number that will be required for 2017
*** One incident of noise induced hearing loss is being investigated to establish if it is connected
to work activity.

Pain and discomfort caused by desk / computer work is both a financial and productivity cost
to Environment Canterbury. In response, we are continually exploring tools to address this
and will shortly be making software available that reminds staff to take micro breaks and
stretch.
Training
Health and Safety training continues to be an essential component to ensure the mitigation
of our risks. Section Managers and Team Leaders will soon be provided regular information
on the training status and needs of their direct reports.
A new Human Resources software package is also being installed that includes a ‘training
module’ and this will greatly improve the ease of managing and recording training.
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Internal Inspections and Assessments
So far, in 2017 inspections have been done on two new work premises that Environment
Canterbury have moved staff into: Amberley and Templeton. Both sites are well suited for
the teams that will be operating out of them. We will now be working with both organisation
on ensuring our health and safety standards are compatible.
Contractor Monitoring
Both Operations and Science use contractors extensively for high-risk work. To date
considerable progress has been made ensuring that all contractors have a health & safety
management system that has been audited against an external standard. The HSWA
requires additional steps are taken to manage contractors and the procurement process is
being developed to capture these. Principally we are looking to identify the nature of risks
and establishment of the worksite early in the procurement process in order to identify where
Environment Canterbury needs to be involved. This would lead to improved monitoring of
contractors.
Once the work on the procurement process is complete, consistent data on contractor
performance will be put in place and we will be able to do consistent reporting.
Issues and Improvements
The Improvements Register tracks actions that have been identified either through
inspections, investigations or reported by staff that will improve the safety of Environment
Canterbury workplaces. The Register currently has:
 22 items to be implemented
 1 is overdue, pending a report from an external business
 6 have had the due date extended, as a result from business impacts from the
Kaikōura earthquake. It is expected that these will be complete by the end of
February.
Policy, Procedure and Standards Reviews
The review of the Health and Safety Policy was completed and signed off on the 6th of
December 2016. The next phase is the development of the Health and Safety Strategy and
the Health and Safety Champions Committee are currently reviewing this. In developing the
strategy, the need for ten ‘sub-policies’ has been identified and these are currently being
written:
1.

Drugs and Alcohol – Review of existing
policy

2.

Risk Management Policy (Health and
Safety)

8.

3.

Incident Reporting and Investigation
Policy

9.

4.

Contractor Management Policy

6.

Rehabilitation Policy

7.

Emergency Response Policy
Workplace and Work Activity Inspection
Policy
Training Policy

10. Reviewing and Improvement Policy

5. Worker Participation Policy
The strategy will also establish the performance measures that will be used for the short to
medium term.
External Audits
The previous external audit was done by ACC under the Workplace Safety Management
Programme (WSMP) on the 2nd of May 2016. ACC have suspended this programme and a
‘Request for Proposal’ (RFP) has been published on Tenderlink looking for a Health & Safety
Auditor. The RFP specifies that the audit be completed by June of this year.
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Health and Safety Lag Indicators
Since reporting to PARC in December 2016 the Environment Canterbury incident rate
continues to track below previous years.
At the December 2016 PARC meeting a request to look to benchmark Environment
Canterbury against other Councils / similar business was made. Contact has been made
with three Regional Councils and while they were all open to benchmarking due to either
their current state and / or reporting structure it is not realistic to do a comparison at this
stage. Contact has also been made with the Dept. of Conservation and it is likely that we will
be able to run a comparison with their health and safety data and draw some valuable
insights.
Table 1: Distribution of incident by risk type level of harm over 2014 – 2017
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Table 2: Reported incidents January 2014 – January 2017
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On the 26th of January 2016 an Environment Canterbury staff person suffered a fatal heart
attack while at work. While this occurred at work and has been reported to WorkSafe NZ, the
event was not the result of a work activity or risk and so is not included in our incident data
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and is not being investigated by WorkSafe. We are undertaking a debrief to ensure that we
capture any improvements to our systems and processes that this tragic event presented.
Looking Ahead
Health and Safety within Environment Canterbury has a constant improvement programme
underway so maintains a high level of activity. Four pieces of work will be prevalent in the
short to medium term:
1. Publishing of the Environment Canterbury Procedures
2. Implementation of the Critical Risk Rules
3. Release and maintenance of the upgrade Health and Safety Kete
4. Publishing of the Health and Safety Strategy, including the H&S Performance
Measures
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7.2. Risk Management standing report
Performance, Audit and Risk
Committee (PARC) Report
Author
Endorsed by

Katherine Harbrow
Chief Financial Officer
Miles McConway
Director Finance & Corporate Services

Purpose
The purpose of this report is to provide a placeholder to enable discussion of any risks
Environment Canterbury faces and request where necessary investigations or reports.

Value proposition
Environment Canterbury has a Risk Management Policy and Framework. Providing this
opportunity for Councillors will assist in ensuring risk management is at the forefront of our
considerations.

Recommendation
That the Performance, Audit and Risk Committee advises of any issues where a risk
management review is required.

Risk Management Programme
1

2

3

The internal audit programme is underway with two of the 4 completed. Two yet to
come to PAR are Probity and Sensitive Expenditure audit and Grants and Contracts
with Planning and Consenting Entities audit. These are currently in the scoping
phase.
A Risk Management workshop is proposed with Councillors 9 March This will also
give direction on the ongoing process for risk management that council would like to
see.
An offer has been made to a potential Risk Advisor resource. This Risk Advisor will
report to the CFO and will enable the Risk Management rollout programme to start to
gain traction.

Performance, Audit and Risk Committee 9 February 2017

106 of 107

8. Extraordinary and Urgent Business
9. Notices of Motion
10. Questions
11. Next Meeting
12. Closure
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