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4. Risk
4.1. Health and Safety report
Meeting date

6 July 2017

Author

Matthew Bennett
Health and Safety Advisor

Endorsed by

Catherine Schache
Acting 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 receives the Health and
Safety report

Health and Safety Lead Indicators
Occupational Health Monitoring
1st January 2017 to
date:

Number
completed

Workstation
Assessments
Hearing
Vision
Lung
Vaccinations
Blood Screening

247 (of 450)
94 (of 175)
94 (of 175)
86 (of 175)
303
0

% of required by
31st December
2017
55%
54%
54%
49%

% indicating
issue
0
2% (2)*
0
0
0
0

* One new case of noise inducted hearing loss that meets the ‘reportable threshold’ has
been identified by the health monitoring programme. A deeper analysis of the individual's
work environment and activities was undertaken and the conclusion is that the hearing loss
is not the result of work. The individual was fully involved with the enquiry and is in full
agreement with this conclusion.
Accommodation and Fleet Services are nearing completion of the organisation asbestos
survey, which is required under the Health and Safety at Work (Asbestos) Regulations 2016.
Following completion of the survey, staff will, if necessary, prepare an asbestos
management plan, which the Regulations require to be completed by April 2018.
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Training
The Operations Group is nearing completion of a comprehensive review of training needs
which the Health and Safety team has participated fully in. The information resulting from
this will be used to ensure that targeted and consistent training is made available across all
Operations Sections and will also be used to inform what ‘fit for purpose’ training should be
for other groups undertaking work similar in nature.
Simultaneously the current training offers and data has been migrated into the ‘M.E.’ human
resources software in order to provide a single point access, user friendly approach to health
and safety training. M.E. has the ability to provide much improved data which is going to be
used in future reporting.

Internal Inspections and Assessments
The annual depot / site inspections have all been done, with the reports in the process of
finalisation. While there are improvements that are required, overall it was found that staff
are being accommodated in fit for purpose facilities.
During the depot inspections it has been found that a significant amount of personal
protective equipment is nearing or past retirement date and that there are a range of
approaches to managing PPE. While it was not found that staff are at risk because of this, it
is a systems gap. As a result a programme of work is to be initiated to address this.
The Bus Interchange is a complex area of overlapping activities with multiple high risks. The
annual review picked up on this and responded by adopting a better analysis tool. Called a
‘bowtie’ the Public Transport team lead the review and found that the operation plan is
adequately mitigating the risks. The Bowtie analysis is available through the hazard register.

Health and Safety Management System
Over June a significant piece of work was undertaking to migrate the hazard register out of
‘Mango' and a number of server based locations to a central all access platform. Using
ArcGIS the new hazard register maps the geographical location of all hazards that are
known by Environment Canterbury, creates across organisation access to the information
and links directly to mitigation and safe systems of work. The new hazard register went live
mid-June and is possibly a New Zealand first.

External Audits


Review of the Management of Safety in Contracted Services – conducted by Deloitte
Deloitte were engaged to undertake a high-level review and have completed all onsite
work. They have indicated that a preliminary report will be available by mid-July.



External Audit of the Environment Canterbury Health and Safety Management System
Impac Services Ltd are auditing the Environment Canterbury Health and Safety
Management System. They are using both ISO 180001 and AS / NZS 4801 as a
benchmark and were briefed that we want a deep view of our H&S performance, both
the overall quality of our systems and the understanding and performance of frontline
activities. Impac has completed the desktop review, interviewing of the senior
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leadership and are nearing completion of interviews of frontline staff. Preliminary audit
report is expected mid-July with the final report due early August.

Health and Safety Lag Indicators
Table 1: Number of reported incidents – 1st January 2017 to present
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Table 2: Comparison of reported incidents – January 2014 to present.
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The annual incident rate continues to track below previous years, although following a
similar pattern. It is concerning though that two major events occurred over the past month,
both involving machinery. While enquiries into both events are yet to be concluded,
indications are that they are unrelated and are the result of outlying factors. That said the
enquiries have found other gaps in systems / defences and steps are being taken to correct
these.

Looking Ahead
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Health and Safety Kete (Intranet Site) is expected to be rolled out within the next few
weeks. This has been a long time in development and will be the primary source of
all health and safety related information. The launch date will mark a milestone in the
roll out of an upgraded health and safety management system.
Launch of upgraded reporting. Another project that has been under development, it is
expected that the work to collect and present health and safety related data will be
complete by the end of July / early August.
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5. Performance
5.1. Action List
Performance, Audit and Risk
Committee (PARC) Report

Date of Meeting

6 July 2017

Author

Katherine Harbrow
Chief Financial Officer

Endorsed by

Catherine Schache
Acting 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.

Recommendation
That the Performance, Audit and Risk Committee receives the Action List 6 July 2017.

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

Action
Request
Date

Resolution/Request

Action Taken

By Whom

Efficiency and Productivity Reporting

Ongoing

Miles McConway

The final report is
included in this
month’s agenda

Miles McConway

02/03/2017 Workshop on operational performance report to be
arranged. Workshop will focus on what metrics can be
included in future reports

To be arranged

Katherine
Harbrow

04/05/2017 Any changes to the Accident Compensation Commission
(ACC) levies, particularly in terms of discount for a low
number of claims to be advised

Still awaiting further
information from
ACC

Matt Bennett

Notes/Dates

Current Meeting:
1

11/08/2016 Service Reviews (Section 17A of the Local Government
Act 2002)
Future Meetings:
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5.2. Changes to the policy on reserve funds
Performance, Audit and Risk
Committee (PARC) Report
Date of Meeting
Author
Endorsed by

6 July 2017
Katherine Harbrow
Chief Financial Officer
Catherine Schache
General Counsel

Purpose
To adopt the updated Policy on Reserve Funds.

Value proposition
It is recommended that this policy is reviewed as part of the Annual Plan process, to
examine and review the level of reserves.

Recommendations
That the Performance Audit and Risk Committee:
1.

Approves the updated Policy on Reserve Funds; and

2. Recommends to Council that it adopts the updated Policy on Reserve Funds.

Proposal
Background
The Policy on Reserve Funds was adopted four years ago. The Policy was reviewed last
year as part of the 2016/17 Annual Plan process.
A review has been undertaken for the 2017/18 Annual Plan and the following changes have
been made:
1.

In the Summary the words "on average over the course of the financial year"
was added into clause 3 as there was no timeframe previously included.
1.
In the Summary the words "at least" was added into clause 6.
2.
The Building Insurance Proceeds Reserve target minimum reserve level has been
reduced
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3.

The Property Development Reserve target minimum reserve level has been
reduced

4. The Emergency Management Response Reserve target minimum reserve level was
reduced to match the $250k included in the Service Level Agreement
5. The Clean Heat Programme Delivery Reserve target minimum reserve level was
reduced to match the outstanding programme
6.

The Passenger Transport Continuous Service Reserve now has a passenger
shortfall reserve included

7. CWMS Water Reserve target minimum reserve level was reduced due to existing
sufficient underspends

Financial implications
There is only proposed to be a minor change to the target minimum level of reserves and
therefore minimal change to the interest revenue.
The target reserve level is proposed to be decreased from $20,030k to $18,640k.

Legal compliance and risk assessment
There are no legislative requirements covering reserve fund policies

Significance and engagement
N/a

Consistency with council policy
This change would amend the Policy on reserves

Communication
Not required

Attachments


Policy on Reserve Funds including Appendix 1 – Minimum Reserve Limits.
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SUMMARY - POLICY ON RESERVE FUNDS

1. Build - up of financial reserves
Policy:
The financial capability provided by reserves held for contingencies should generally
be for commitments from 0 – 3 years.
2. Setting the required target level of reserves
Policy:
Each year appropriate levels of reserve holdings will be reviewed through the annual
plan process and budget setting. A risk scan will identify the likelihood of new and
existing risks and decide whether they should be met by:
a) building the risk into budgeted funding commitments via rates
b) building the risk into budgeted funding commitments via reserves
c) not building the risk into budgeted funding but covering any shortfall in a reactive
way from the reserves
The target minimum reserve levels resulting from this annual review will be recorded
in Appendix I of this policy each year.
3. Liquidity of Reserves
Policy:
The council will aim to hold no less than 60% of the minimum level of cash flow and
emergency reserves in a liquid form on average over the course of the financial year.
This liquidity is represented by cash, cash equivalent assets such as short term
investments and unused committed loan facilities. This objective will need to be
considered and balanced against any financial impact it puts on rate payers.
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4. Maintenance and replenishment of reserves
Policy:
In the event of reserves dipping below the minimum target level, ECan will aim to
restore the reserve to its minimum level over the next 3 years. This replenishment
objective will need to be considered and balanced against the financial impact it puts
on rate payers.

5. Approval mechanism for proposed used of Reserves
Policy:
Anticipated and planned use of reserves must be approved as part of the Annual
Planning process, having regard to this policy. As such, proposals for reserve funds
usage will be guided by the financial delegations of the Director of Finance and
Corporate Services, the Chief Executive, Council and the provisions of this policy.
The proposals are to be accompanied by relevant information supporting the request.
Proposals for unanticipated or unbudgeted use of reserves within the financial year
are required to be advised to the relevant Director and the Director of Finance and
Corporate Services who will consider these having regard to this policy. Proposals for
reserve funds usage will therefore be guided by the financial delegations of the
Director of Finance and Corporate Services, the Chief Executive, Council and the
provisions of this policy. The proposals are to be accompanied by relevant
information supporting the request.
6. Monitoring and review of policy
Policy:
The Director of Finance and Corporate Services will, as part of the annual budgeting
process, examine and review the level of reserves.
This reserves policy will be reviewed at least every two years by the Performance
Audit and Risk Committee.
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POLICY ON RESERVE FUNDS
June 2017

1. PURPOSE OF POLICY
This policy provides guidance on the amount, maintenance and use of financial reserves
held by the Council.

2. DEFINITION
For the purposes of this policy “Reserves” are defined as
Part of retained earnings, set aside for either a general or specific purpose with special rules
for their use which are typically represented by cash or cash equivalents.

3. BACKGROUND
Purpose of and requirement for reserves
Prudence is seen to be especially important for financial management and underscores the
importance of maintaining healthy reserves. More cash enables ECan to keep paying its
technical staff and creditors when unexpected shocks arrive so that programmes delivering
benefits to the community can continue to be supplied.
Reserves protect the organisation in times of financial need, making it less reliant on banks,
other lenders and insurance. Essentially reserves provide a form of self-insurance and
reduce financial risk for the organisation. During the financial crisis, bank financing tightened
up and money was only lent at considerably increased margin spreads. The benefit of
immediate access to funds means that the organisation can respond quickly to any
opportunity presenting itself which benefits the community.
Less reliance on banks and other lenders is also consistent with current Central Government
thinking regarding its concerns about the level and trend of Local Government Debt.
However as we are now a guarantor and borrower of LGFA we are able to access funds at
short notice due to the bespoke lending offered to councils. This borrowing is also at lower
than traditional bank market rates.
Our transactional banker has also indicated should we need to drawdown on any facility this
would be available within 48 hours.
Reserves also contribute an amount of around $0.5m annually in interest income
representing a return of 2.5% after tax which exceeds that achievable by the rate payer on
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an individual basis. This in turn helps reduce the overall ongoing level of funding required
from the community.
In light of the above it can be stated that reserves represented by cash or cash equivalent
are required to:







Provide advance financing of expenditure should there be a temporary liquidity
shortfall, i.e. provide a source of working capital
to meet unexpected costs imposed on the organisation, such as those arising from a
natural disaster or other unforeseen event
to replace equipment as it wears out
To ensure that ECan maintains agility to respond to opportunities relating to the
provision of a stable and quality service beneficial to the community.
Enable a smoothing of peaks and troughs in rate demands.
Reduce external borrowings in order to avoid the negative spread on interest rates
between borrowed and invested money

In essence, establishment of these reserves enables the organisation to manage short term
crises and unexpected developments while also focusing on the long-term achievement of
its goals.
The purpose of reserves represented by physical fixed asset is simply to report the amount
of equity the regional community holds in the assets managed by the organisation on its
behalf.

4. ECAN FINANCIAL RESERVE POLICY
4.1 Build-up of reserves
Commentary:
The Council is required under the Local Government Act 2002 to ensure that revenues are
set a level that is at least equal to operational expenditure unless it is prudent to do
otherwise. The purpose of a balanced budget requirement is to ensure there is access to
enough funding to enable services and assets of the local authority to be sustainably funded
over the long term in a manner consistent with prudent financial management. The Act
presumes that showing a small surplus is financially prudent.
Council must make a formal decision to run either an operational surplus or deficit having
regard to estimated expenditure requirements, projected revenue available, impact on
service levels, and equity between the current and future ratepayers. Therefore a build-up of
reserves can result from a conscious policy decision by elected members.
Reserves can also build up as a result of non-occurrence or deferral of planned expenditure.
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Policy:
The financial capability provided by reserves held for contingencies should generally
be for commitments from 0 – 3 years.

4.2 Setting the required target level of reserves
Commentary:
The reserve funds serve to minimise the risk of deficits or liquidity problems exercising a
negative effect on program delivery, to maximise the probability that the organisation can
meet its obligations and to provide financial stability.
Policy:
Each year appropriate levels of reserve holdings will be reviewed through the annual
plan process and budget setting. A risk scan will identify the likelihood of new and
existing risks and decide whether they should be met by:
d) Building the risk into budgeted funding commitments via rates
e) Building the risk into budgeted funding commitments via reserves
f) Not building the risk into budgeted funding but covering any shortfall in a reactive
way from the reserves
The target minimum reserve levels resulting from this annual review will be recorded
in Appendix I of this policy each year.

4.3 Liquidity of reserves
Commentary:
The cash flow and contingency reserves should be maintained in a form that places primary
emphasis on minimising the risk to principal funds while ensuring the liquidity necessary to
meet the organisations cash requirements.
The overall target reserve level has been ascertained considering each contingency in
isolation and aggregating the amounts. The probability of an event leading to a drawdown on
all reserves to their maximum simultaneously is highly unlikely. Therefore, even though the
overall reserve should be close to the targets as per the table, there is no necessity to hold
100% of these reserves in liquid assets.
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Policy:
The council will aim to hold no less than 60% of the minimum level of cash flow and
emergency reserves in a liquid form on average over the course of the financial year.
This liquidity is represented by cash, cash equivalent assets such as short term
investments and unused committed loan facilities. This objective will need to be
considered and balanced against any financial impact it puts on rate payers.

4.4 Maintenance and replenishment of reserves
Commentary:
An active use of reserves implies that there is a deliberate plan to replenish the reserve.
The source of replenishment will be rates and / or profits from business units and the
simplest way for ECan to provide for this would be to add a margin on to the appropriate rate
with the intention that this is banked into the reserve. Reserves collected via targeted rates
can only be used for the purpose the rate was collected for.
The operation and maintenance of a reserve is akin to operating an insurance or savings
policy – by banking small, regular payments, at some future time much larger withdrawals
can be made without disrupting normal cash flow.
Policy:
In the event of reserves dipping below the minimum target level, ECan will aim to
restore the reserve to its minimum level over the next 3 years. This replenishment
objective will need to be considered and balanced against the financial impact it puts
on rate payers.

4.5 Principles Underlying the Proposals for Use of Reserves
PRINCIPLE 1: Maintenance of reserves at levels close to the minimum targets, where
possible, is considered fundamental to this policy. Therefore proposals for the use of
reserves relating to recurring operational activities should not significantly reduce the reserve
below the recommended minimum level. This is applicable both at the level of the individual
reserve as well as at the level of the organisation as a whole.
The reserves, while they may be required to finance a deficit in a given year if actual
expenditure exceeds income, should not be used to inflate the funding available for
operational and recurring expenditure. Planned deficits instil a false sense of long term
resource availability, and may result in the undertaking of longer term commitments with
short term funding. Accordingly the second principle for the proposals for the use of reserve
funding is set out below.
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PRINCIPLE 2: Proposals for the use of reserves which would cause the reserve to fall
significantly below the minimum target level should be for extraordinary, one time
expenditures such as strategic initiatives or response to an unforeseen event, and not for
recurring, operational activities of the organisation.
Unlike appropriations under a regular budget, reserves provide a funding source which can
cut across several years and remain available for spending for the duration of the approved
initiative. Accordingly, the third principle for the proposals for the use of reserves is set out
below
PRINCIPLE 3: Proposals for the use of Reserves may be for initiatives and responses which
are outside the annual financial period of the organisation and may cut across, or last for,
several years
PRINCIPLE 4: Each reserve will have a range either side of the target minimum level of plus
or minus 10%. Utilisation of the reserve below the 10% range will require specific approval of
the Director of Finance and Corporate Services up to his /her level of delegated authority
and beyond that the Chief Executive or Council.

5. APPROVAL MECHANISM FOR THE PROPOSALS FOR USE OF RESERVES
Commentary:
Reserve management requires protocols in order that reactive expenditure is accountable.
Policy:
Anticipated and planned use of reserves must be approved as part of the Annual
Planning process, having regard to this policy. As such, proposals for reserve funds
usage will be guided by the financial delegations of the Director of Finance and
Corporate Services, the Chief Executive, Council and the provisions of this policy.
The proposals are to be accompanied by relevant information supporting the request.
Proposals for unanticipated or unbudgeted use of reserves within the financial year
are required to be advised to the relevant Director and the Director of Finance and
Corporate Services who will consider these having regard to this policy. Proposals for
reserve funds usage will therefore be guided by the financial delegations of the
Director of Finance and Corporate Services, the Chief Executive, Council and the
provisions of this policy. The proposals are to be accompanied by relevant
information supporting the request.
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6. MONITORING AND REVIEW OF POLICY
Policy:
The Director of Finance and Corporate Services will, as part of the annual budgeting
process, examine and review the level of reserves.
This reserves policy will be reviewed at least every two years by the Performance
Audit and Risk Committee.
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APPENDIX I – POLICY ON RESERVE FUNDS
Summary of target minimum reserve levels
Cash flow and contingency reserves
Description

Biosecurity Threat Response Reserve
Flood Protection Reserve (excluding WFPP)
Flood Protection: Waimakariri Flood Projection
Project (WFPP) Reserve

Emergency Management Response Reserve
Clean Heat Programme Delivery Reserve

Passenger Transport Continuous Service Reserve
Public Transport Capital Reserve

Pest Management Reserve
CWMS Water Reserve
Regional Park Funding Reserve
Asset Replacement Reserve

Target
Level

Comments

$0

Minimum level required.

$8,100k

Minimum level required

$0

$250k
$0k

$3,640k
$0

Negative reserve balance approx. $20m
17/18. Secondary stopbank construction
is nearing completion, repayment will
occur across 20+ years
Minimum level required per SLA
Required to run programme to Nil over
remaining life
Minimum level required
Negative reserve balance approx. $3m
17/18, representing borrowing for PT
technology investment. Repayment will
occur over a period of time.

$500k

Minimum level required

$1,500k

Minimum level required

$0

Minimum level required.

$400k

Self-determining balance through robust
methodology

General Operations and Contingency Reserve

$3,000k

Minimum level required

Accommodation and Fleet Services Reserve

$1,000k

Minimum level required.

Chatham Island Contract Reserve

$250k

As required by contract

Building Insurance Proceeds

$0k

No longer required

Property Development Reserve

$0k

No longer required

Total

$18,640

Performance, Audit and Risk Committee - 6 July 2017

24 of 127

Equity Reserves
Description

Target
Level

Comments

Capital Assets Reserve

$170m

Forecast Value

Asset Revaluation Reserve

$800m

Forecast Value

Total

$970m

RATIONALE FOR RESERVE TARGET LEVELS
TARGETED RATE RESERVES
Biosecurity Threat Response Reserve
Purpose: A temporary fund to assist with initial response to pest incursion
This reserve represents the balance of funds received but not yet spent on
responding to pest incursion. These funds are to be used if necessary to assist with
initial response to pest incursions having an effect on Biosecurity. This fund is
therefore a residual fund which will likely run down over time. Funds to address these
threats are and will be maintained as part of the Pest Management reserve.
Target reserve level expressed in 2018 Dollars $0k

Flood Protection Reserve, excluding Waimakariri Flood Projection Project (WFPP)
Purpose: To provide funding for planned and unplanned maintenance and repair of
stop banks
The financial reserve target levels are determined by risk of damage, the need for unprogrammed work, and the practical level of funding needed to allow immediate start
on damage repairs. The catchments areas are considered individually in terms of the
size of potential issues and reserve levels are set a between 50% and 100% of
annual maintenance expenditure. The overall weighted average is 70% as
summarised below.
Annual Maintenance Yr 2018
Dollars

Minimum Reserve
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$11,500k

$8,050k

70%

Target reserve level expressed in 2018 Dollars $8,100k
Flood Protection: Waimakariri Flood Projection Project (WFPP) Reserve
Purpose: To manage the debt funding of the Secondary Stopbank

Target reserve level expressed in 2018 Dollars $0

Emergency Management Response Reserve
Purpose: To hold sufficient funds to provide emergency management operations
The purpose of this reserve is to ensure that we can respond quickly to the need to
provide co-ordinated emergency management operations and has the support of the
CDEM governance body.
There is a Emergency Management Service Level Agreement (SLA) between ECan
and the Canterbury Civil Defence Emergency Management Group (CDEM Group)
which is for the period 1 July 2015 to 30 June 2018. This agreement in clause 4.5
states that a Financial Reserve of $250k to be used to cover unbudgeted expenditure
incurred when the Group Emergency Coordination Centre is activated in any mode in
support of local or agency responses on behalf of the CDEM Group.
Target reserve level expressed in 2018 Dollars $250k

Clean Heat Programme Delivery Reserve
Purpose: To provide funding for planned future clean heat initiatives
The purpose of this reserve is to fund the future costs associated with the clean heat
program. These future costs fall into two categories namely a) interest and
administration costs associated with the rundown of the interest free loans advanced
under the clean heat program and b) any new initiatives on which funds already
collected and held could be spent.
The appropriate level of reserve is self-determining and is the amount required to
cover both the unavoidable future costs as well as the more discretionary costs
associated with the program.
Target reserve level expressed in 2018 Dollars $1,500k
This sum will meet all committed and planned costs of the program through to its
cessation

Passenger Transport Continuous Service Reserve
Purpose: To ensure funding is available to provide an uninterrupted transport service
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Passenger Transport is subject to risk that income which is estimated to be secured
during the year and which is required to fund the proposed annual expenditure does
not materialise. It is also subject to the risk that an adverse unforeseen event will
impose an unanticipated financial burden on the organisation.
Factors to consider in establishing the reserve amount
1. Central Government funding
NZTA provides a standardised 51% funding assistance rate. The Total
Mobility funding rate is set at 60%. These arrangements are due to stay in
place until 2025, it is unlikely there would be any significant reductions during
this time.
The greater “certainty” of funding means this risk is low
Target reserve level expressed in 2018 Dollars $0
2. Sudden exit of an operator
The market has some vulnerability to the exit of any one of the current
operators which would see short term or expedited contracts being let to
ensure continuity of service. This would result in a higher $ loading of up to
75% in the short term
a) Cost of an expedited tender
Contract value of an average operator

$10,000k

Increased loading factor for expedited tender

75%

Extra cost for 6 months pending full tender

$3,750k

Assumed Central Government contribution

25%

Extra Cost to Ecan

$2,813k

Potential call on reserve expressed in 2018 Dollars

$2,813k

b) Increase in pricing resulting from subsequent full tender assuming a 3 year
period of readjustment to a different rating base
Assume an increase in contract prices of 10% per annum
Contract Value at risk

$10,000k

Extra Cost 3 years

$3,000k

Assumed Central Government contribution

25%
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Extra Cost to Ecan

$2,250k

Potential call on reserve expressed in 2018 Dollars for 3 years $2,250k
Recommended reserve level to cover operator issues $5,063k
As 2017/18 is not a tendering year the risk of sudden exit of an operator is
considered very low and this provision is deemed unnecessary. It will be
reinstated in the 2018/19 reserve limits.
3. Unforeseen price increases
Historically fuel prices proved extremely volatile and difficult to predict. A
repeat of this volatility means that Ecan could underestimate the indexation
for fuel costs
Contract Costs

$52m

% of contract cost represented by fuel

15%

Price variation in fuel

20%

Possible fuel increase

$1.6m

Govt contribution

$0.0m

Call on reserves for 2 years

$3.2m

Target reserve level expressed in 2018 Dollars $3,200k
4. Reduction in patronage
Any reduction in patronage will result in a reduction of fare revenue to which
Ecan is exposed by nature of contracts being on a gross basis. The level of
forecast fare revenue is conservative but a possibility remains that patronage
may not hold at these levels or even fall short. Because of the very
conservative estimate of patronage it is considered that the risk is small.
Accordingly an allowance to cover a 2% reduction in patronage is considered
appropriate. With fare revenue at $22m a 2% reduction in patronage equates
to $440k
Target reserve level expressed in 2018 Dollars $440k
Target overall Passenger Transport operating reserve level $3,640k
Public Transport Capital Reserve
Purpose: To support the investment into the latest Public Transport technology it is
proposed that a new reserve be created to separate capital from operational spend.
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Target reserve level expressed in 2018 Dollars $0

Pest Management Reserve
Purpose: To ensure funding is available to quickly respond to obligations under the
Regional Pest Management Strategy.
The bulk of the pest management program is animal control and plant control.
The animal and plant control operation has significant input from pest liaison
committees for each of the districts covered by this programme. Although no specific
level for reserves is set by the committees it is incorporated into the overall financial
considerations.
After considering the individual risk factors for each district, total district’ reserves of
$500k would be sufficient to provide immediate funding to deal with issues arising
such as explosion in rabbit population and our obligations to deliver on the Regional
Pest Management Strategy.
This is a user pays function so the cost would ultimately be recovered and the
reserve is only required to provide bridging funds.
Target reserve level expressed in 2018 Dollars $500k

Canterbury Water Management Strategy Reserve
Purpose: To enable Ecan to contribute to water strategy initiatives
There is sufficient under spends from previous years budget and therefore we have
not rated to build up this reserve. During the Long Term Plan discussions a decision
may be made to reinstate a reserve.
Target reserve level expressed in 2018 Dollars $0k

Regional Park Funding Reserve
Purpose: To ring fence funds that are to be used to fund regional park operating and
capital expenditure
The major risk associated with the regional park is the possible occurrence of flood or
other natural hazard.
There are no other critical infrastructural assets that would need to be immediately
addressed. Any fluctuation in the level of reserve would be available to smooth interyear rating levels.
Target reserve level expressed in 2018 Dollars $0
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OTHER RESERVES
Asset Replacement Reserve
Purpose: To provide sufficient funding to maintain service level capability of existing
assets.
This reserve is in place to ensure funds are available to replace operational assets.
The Asset replacement reserve is funded from sales of assets and depreciation.
Given that depreciation approximates the true decline in value of the asset, the level
of this reserve will be self-determining and will theoretically represent an adequate
level to replace existing assets.
To the extent the depreciation is based on historical cost, the reserve would fall short
of being sufficient for full replacement of the assets because of the increased cost of
replacement because of inflation. To address this, the reserve is also credited with an
interest component on the book value of the assets being depreciated. The interest
rate is in excess of the rate of inflation so this ensures that any erosion in the
reserve’s purchasing power is avoided.
Recommend that the Asset Replacement Reserve balance be maintained at the level
determined by applying the methodology as it is based on a sound underlying
financial premise.
Target reserve level expressed in 2018 Dollars $400k

General Operations and Contingency Reserve
Purpose: To provide working capital for day to day operations and a contingency fund
to accommodate unexpected events.
There are two motives for maintaining this reserve
1. Transaction Motive
This is to address the need, in the ordinary course of business, to make payments for
ongoing costs. The requirement to hold cash for this purpose arises from the fact that
inwards and outwards cash flows are not synchronised and so a “float” is required to
address this.
A review of recent 12 month period covering actual and forecast cash flows shows
that overall an amount of $35m was required to cover the cyclical fluctuations in the
operating and capital expenditure cycle of the organisation. It is highly unlikely that all
these funds would be needed at the same time and hence a portion of these will be
available to provide a liquidity bridge to cover the transaction motive. Due to the
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availability of debt funding from both LGFA and ASB there is no requirement for any
funds to be held for this reason as funds can be accessed with 48 hours notice.
Recommend that the General Reserve to meet transactional motive $0
2. Precautionary Motive
This is to maintain a buffer of liquid resources to provide for unexpected
contingencies requiring sudden expenditure. In addition it is also to provide business
agility to respond to unforeseen advantageous opportunities. This motive covers
tactical responsiveness to react and respond to unforeseen events.
Due to the inherent uncertainty in the very nature of this requirement the level at
which this should be set is somewhat subjective.
It is possible that we could be required to provide up to $500k to meet initial costs of
and oil spill before we could claim money back from the oil pollution fund. There is
also the possibility of having to deal with a derelict or abandoned ship which could
cost up to $250k. A further allowance for unforeseen events, based on historic
unforeseen issues arising of $2,250k is suggested.
Recommend that the General Reserve to meet precautionary motive $3,000k
Target reserve level expressed in 2018 Dollars $3,000k

Accommodation and Fleet Services Reserve
Purpose: To provide funds for development and maintenance of Tuam Street with any
surplus available to be paid as a “dividend” to the organisation
This reserve has seen a reduction due to transition to the new building at Tuam and
the payment of legacy leases, however the reserve level will rise from 2017/18 year
onwards.
Target reserve level expressed in 2018 Dollars $1,000k

Chatham Islands Contract Reserve
Purpose: To ring fence funds collected specifically for meeting our obligations under
our contract with the Chatham Islands.
Target reserve level expressed in 2018 Dollars $250k

EQUITY RESERVES
Capital Assets Reserve
Purpose: To identify the original costs of capital assets
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This reserve reflects the council’s investment in fixed and infrastructural assets.
The reserve value is based on the historical cost of the asset and represents equity
of the regional community.
Target reserve level expressed in 2018 Dollars $170m

Asset Revaluation Reserve
Purpose: To identify the value of assets in excess of the cost of those assets
This reserve reflects the accretion in value of appreciating assets owned by the
organisation to more truly represent the equity of the regional community.
The value of the reserve is based on the most recent valuation of the council’s major
assets
Target reserve level expressed in 2018 Dollars $800m
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5.3. Operations Report May 2017
Performance, Audit and Risk
Committee (PARC) Report
Date of Meeting
Author
Endorsed by

6 July 2017
Chantel Mills
Team Leader – Corporate Reporting
Katherine Harbrow
Chief Financial Officer

Purpose
To report operational performance by portfolio for the year to 31 May 2017.

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

Recommendations
That the Performance, Audit and Risk Committee:
1.

Receives the Operational Performance report for the year to 31 May 2017.

Proposal
Background
The Performance, Audit and Risk Committee (PARC) Operations Report for May 2017
includes service delivery and related financial performance information for the 2016/17 year
to date.
Overall Performance
97% of the 97 Levels of Service performance targets (that is, 94 in total) have been achieved
or are expected to be achieved by year end. This is a downward change since we reported
to PARC in April, at which time we expected 95 of the Levels of Service to be achieved.
Since then six targets have been achieved but we now expect that one further target will not
be achieved within this financial year.
Revenue is 2.6% over budget with a variance of $3.7M and expenditure is $0.9M or 0.6%
under budget. The net result is a variance of $4.54M from the budget position for May which
was a draw on reserves of $2.86M whereas the actual position is a surplus of $1.68M.
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The April result was revenue $3.3M over budget and expenditure $1.8M under budget.

Performance against Levels of Service Targets
Of the 97 targets for 2016/17, six targets have been achieved and 88 are on track. Three
targets are not expected to be achieved.
One more target has been recorded as being achieved in the Regional Leadership portfolio
during April, Level of Service 7, Measure 1, Target 1. "A total of 75% of staff respondents
are confident in their relationship with Ngai Tahu. By 2017 - 80%".
The additional target which will not be achieved is in the Air portfolio, LoS3, Measure 1,
Target 1 - "2016/17: Revised Air Plan operative". Resolving two appeals as well as the
decision to allow people until 31 October to upgrade their burners ahead of officially adopting
the Air Plan means this will not be achieved.
A median total time for all resource consent applications of 21 days will not be achieved, and
River scheme reviews will not be completed as per the LTP, as reported to PARC
previously.
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 $3.7M or 2.6% above budget. User Pays and Other revenue is $1.8M
higher than budget, and other significant variances are additional funding received from the
Ministry for the Environment of $0.9M and the accrual of $0.6M in revenue related to costs
incurred on the North Canterbury earthquake response.
Grant revenue is now $1.9M over budget, $2.3M in wilding conifer control grant has been
recognised as the expenditure has now been incurred.
Expenditure
Canterbury Water Management Strategy (CWMS) is underspent for the year to date by
$1.7M, 7.5% of budget. Reduced sub regional planning costs account for $1.0M of this
underspend, but all programmes in the portfolio are underspent to some extent.
Transport, Greater Christchurch rebuild and urban development expenditure is currently
$1.8M (2.9%) underspent due to lower than expected inflation earlier in the year and a delay
to the expansion of the Blue line. There is a shortfall in revenue of $0.8M, the net position is
$1.0M ahead of budget.
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Biodiversity and Biosecurity has higher than budgeted revenue and expenditure of $2.3M for
the Wilding conifer control programme as mentioned above. Although expenditure on
Biosecurity is significantly higher than budget there are underspends on the other
programmes which result in the portfolio being overspent by $1.4M overall. The larger
variance on revenue means that the portfolio has a surplus of $0.1M, as opposed to the
budgeted deficit of $1.0M.
The Hazards, Risks and Safety portfolio has both increased expenditure and revenue of
$0.9M due to the Timaru electroplater clean up. Leased land receipts and harvest revenue
continue to exceed budget, overall the portfolio is $2.9M ahead of budget on revenue.
Expenditure on EQ response is $2.2M, some of this may be reimbursed from central
government and other agencies, $0.6M in revenue has been accrued in respect of costs to
be recovered from partner organisations. The net result for the portfolio is $0.3M ahead of
budget, the revenue variance is $2.6M with an expenditure variance of $2.3M.
Planning, consents and compliance revenue is below budget by $1.2M, with expenditure
below budget by $0.8M due to a lower than budgeted volume of consent application
processing work.

Attachments
Operations Report May 2017
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ALL PORTFOLIO LEVELS OF SERVICE
Operational Performance Report
As At 31 May 2017
Delivery
Last Month

Canterbury Water Management Strategy

Delivery
This Month

Programme: CWMS Committee Facilitation
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.
Measure

Target

Report received from each committee on their progress with
implementation of their Zone Implementation Programmes and the
ten target areas.

Eleven reports that demonstrate progress on:
- environmental restoration
- improved water quality
- improved water use efficiency and land management
- infrastructure for reliable water supply

Status

Status

On track to On track to be
be achieved
achieved

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.

Measure

Target

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

Report on progress towards CWMS targets is complete

Report completed in June 2017

Status

Status

On track to On track to be
be achieved
achieved

On track to On track to be
be achieved
achieved

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.
Measure

Target

A schedule of RMA plans or variations is notified that reflects the
community recommendations for environmental limits

No RMA plans or variations scheduled for year 2 LTP (2016/17).
Orari Opihi Pareora and Waimakariri scheduled for year 3 LTP (20172018)

Status

Status

On track to On track to be
be achieved
achieved

Programme: ZIP delivery
LoS 4 - In partnership with other parties, implement the recommendations in the zone implementation and regional programmes.
Measure

Target

Annual zone work programmes agreed by zone committees, made
available and completed

Ten work programmes available with progress reporting on the
website by June 2017

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

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

Status

Status

On track to On track to be
be achieved
achieved

On track to On track to be
be achieved
achieved

Programme: Regional water infrastructure
LoS 5 - Facilitate an integrated approach to development of water infrastructure in Canterbury that delivers on all the CWMS targets.
Measure

Target

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
progress reporting on the website.

Transport, Greater Christchurch Rebuild and Urban Development

Status

Status

On track to On track to be
be achieved
achieved

Last Month

This Month

Status

Status

Programme: Public passenger transport
LoS 1 - Deliver quality public transport services that meet the needs of the community and result in increased patronage.
Measure

Target

Provide quality public transport services that take people where they 95% of passengers are satisfied or better with the overall service.
want to go.
The number of passenger boardings per year in greater
Christchurch and Timaru.

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

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

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

Target

Proportion of costs covered by passenger fares.

50% cost recovery in Canterbury in 2020.

Provide Total Mobility scheme for transport-disadvantaged people.

Number of communities who receive support from Environment
Canterbury to establish Community Vehicle Trusts where
conventional public transport services are not feasible.

Less than 5% of registered Total Mobility passengers make a
complaint to Environment Canterbury about the service they
received.

Status

Status

Not
measured
this year

Not measured
this year

On track to On track to be
be achieved
achieved

100% of all communities who approach Environment Canterbury
regarding vehicle trusts are offered support.
On track to On track to be
be achieved
achieved

Programme: Regional land transport
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.
Measure

Target

Regional land transport plans are produced every three years.

Deliver the regional land transport plans within time frames.

Provision of administrative support to the Regional Transport
Committee and associated working groups.

The Regional Transport Committee and associated working groups
receive support at regular meetings.

Advocate for integrated transport solutions regionally.

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

Status

Status

On track to On track to be
be achieved
achieved

On track to On track to be
be achieved
achieved

On track to On track to be
be achieved
achieved

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.
Measure

Target

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.

Status

Status

On track to On track to be
be achieved
achieved

LoS 4 - Lead the review of the Greater Christchurch Urban Development Strategy
Measure

Target

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

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

Status

Status

Achieved

Achieved

On track to On track to be
be achieved
achieved

LoS 5 - Complete planning and consent monitoring associated with Whakaraupo/Lyttelton Harbour catchment and the Lyttelton Port Recovery Plan
Measure

Target

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

Status

Status

On track to On track to be
be achieved
achieved

Last Month

This Month

Programme: Governance services
LoS 1 - A programme of relationship and engagement agreements is developed and maintained with councils, government agencies, key industry groups and
non-government organisations.
Measure

Target

Relationships and agreements are maintained with the Canterbury
District Health Board, and at least two formal industry or nongovernment organisation agreements, and members of these
organisations are satisfied with the relationship and outcomes
achieved with Environment Canterbury.

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

Environment Canterbury commits to and supports the Mayoral
Forum, Chief Executives Forum and Canterbury Regional Strategy
and Policy Forum.

Environment Canterbury supports or is asked to lead at least one
regionally significant policy or strategic matter each year.
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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.
Measure

Target

State of the Environment reporting information is published annually
on four environmental domains: air, coastal, biodiversity/ecosystem
health, and water.

State of the Environment reporting data and information is readily
accessible through the Environment Canterbury website for CWMS
zones and Canterbury airsheds.

On track to On track to be
be achieved
achieved

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

On track to On track to be
be achieved
achieved

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.

Status

Status

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).
Measure

Target

The long-term plans, annual plans and annual reports are completed All statutory planning requirements and financial reporting standards
within statutory time frames, with effective engagement with the
are met.
community, Environment Canterburys partners and relevant groups
Year 3 LTP budgets and work programmes are reviewed, proposed
and agencies.
change considered and community engagement decided and
communicated.

Status

Status

On track to On track to be
be achieved
achieved
Achieved

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.
Measure

Target

Environment Canterburys policy advice is independently assessed
each year by NZIER.

Environment Canterburys policy advice meets NZIER s good
practice standards with scores on average 6.75 or better.

Status

Status

Achieved

Achieved

Programme: Ngāi Tahu engagement
LoS 5 - Governance, co-governance and working relationship arrangements are in place with ngā Rūnanga and Te Rūnanga o Ngāi Tahu.
Measure

Target

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
annually.

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
responded to.

Co-governance protocols are established, monitored and evaluated. Each year, two new work programmes have co-governance
protocols in operation.

Status

Status

On track to On track to be
be achieved
achieved
On track to On track to be
be achieved
achieved
On track to On track to be
be achieved
achieved

LoS 6 - Environment Canterbury supports Ngāi Tahu to fulfil their roles and responsibilities as tangata whenua and kaitiaki.
Measure

Target

Ngai Tahu members working with Environment Canterbury on behalf A total of 75% of survey respondents rate the relationship as good or
of their Papatipu Runanga and/or Te Runanga are satisfied with the very good (on a scale of very poor, poor, fair, good and very good).
Tuia programme.
By 2017 - 80%.
Service level agreements are in place with each Runanga through
their advisory service business.

Each year at least two new sections of Environment Canterbury are
contracting advice from Runanga advisory services.

Status

Status

On track to On track to be
be achieved
achieved
Achieved

Achieved

LoS 7 - The Tuia programme and ethic are integrated and fostered through all Environment Canterbury activities and work programmes.
Measure

Target

Status

Status

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
with Ngai Tahu. By 2017 - 80%.

On track to
be achieved

Achieved

Work programmes explicitly provide for the Tuia relationship.

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

On track to On track to be
be achieved
achieved

Air Quality

Last Month

This Month

Status

Status

Programme: Air Quality
LoS 1 - Canterbury airsheds progress towards the National Environmental Standards for Air Quality.
Measure

Target

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.
Outcomes-focused reporting frameworks, e.g. polluted airshed
graphs of PM10 showing concentration reductions, are made public.

On track to On track to be
be achieved
achieved
On track to On track to be
be achieved
achieved

LoS 2 - Joint work programmes are developed with health boards and territorial authorities to support air quality outcomes.
Measure

Target

Agreements are in place with health boards and territorial authorities Two joint work programmes in place and delivered each year
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LoS 3 - The Canterbury Air Plan 2015 and airshed action plans are in place.
Measure

Target

Adoption and implementation of the Canterbury Air Plan 2015.

2016/17: Revised Air Plan operative.

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

Biodiversity and Biosecurity

Status

Status

On track to
be achieved

Will not be
achieved

On track to On track to be
be achieved
achieved
Last Month

This Month

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.
Measure

Target

On-the-ground projects to protect and restore indigenous
biodiversity.

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 On track to be
be achieved
achieved

Tactical plans for on-going biodiversity investment are agreed by all
CWMS zone committees by June 2017.

On track to On track to be
be achieved
achieved

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

On track to On track to be
be achieved
achieved

Support development of biodiversity content resulting from territorial
authority district plan reviews in the Canterbury region.

On track to On track to be
be achieved
achieved

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

On track to On track to be
be achieved
achieved

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

On track to On track to be
be achieved
achieved

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

On track to On track to be
be achieved
achieved

Regional biodiversity policy and strategies are given effect to.

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

Status

Status

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.
Measure

Target

Implementation of a Regional Pest Management Plan that meets the A reducing trend in pest levels identified in the Regional Pest
requirements of the Biosecurity Act 1993.
Management Plan.
A proposed new Regional Pest Management Plan is notified by June
2017, and is operative by June 2018.

Status

Status

On track to On track to be
be achieved
achieved
On track to On track to be
be achieved
achieved

Development and implementation of new pathway management
initiatives.

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

On track to On track to be
be achieved
achieved

Regional incursion response capability is maintained.

Management plans are in place and/or response decisions
progressed for 100% of new pests detected.

On track to On track to be
be achieved
achieved

Regional incursion response capability and capacity is maintained as
agreed under the National Biosecurity Capability Network.

On track to On track to be
be achieved
achieved

Programme: Whakaora Te Waihora
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).
Measure

Target

Implementation of the Whakaora Te Waihora Joint Cultural and
Ecological Restoration Plan.

The Joint Restoration Plan is reviewed, updated and approved by
programme partners by December 2016.

On track to On track to be
be achieved
achieved

An annual work programme is agreed by programme partners and
completed work reported to this group by 30 June 2017

On track to On track to be
be achieved
achieved

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

On track to On track to be
be achieved
achieved

Parties to the Te Waihora Co-Governance agreement are satisfied
with the relationship and outcomes achieved with Environment
Canterbury.

Annual survey undertaken, assessed and analysed. Performance of
Service Level Agreements is monitored.

Hazards, Risks and Safety

Status

Status

On track to On track to be
be achieved
achieved

Last Month

This Month

Programme: Natural hazards
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.
Measure

Target

Ensuring natural hazard information is available.

A total of 90% of advice regarding natural hazard information, in
relation to private property, is provided within 10 working days.
New technical reports and information are available on Environment
Canterbury’s website within six months and are available at all times.
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ALL PORTFOLIO LEVELS OF SERVICE
Operational Performance Report
As At 31 May 2017
Measure

Target

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

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

On track to On track to be
be achieved
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 On track to be
be achieved
achieved

Status

Status

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.
Measure

Target

The operation of an approved risk assessment regime, safety
management system and appropriate risk control measures for the
ports of Lyttelton and Timaru, the harbour areas of Kaikoura and
Akaroa, and the coastal waters of the region.

Risk assessment regime and Safety Management System approved
by Maritime New Zealand.

ISO 9001:2008 certification and monitoring of the Safety
Management System.
Operational overview and emergency response function available at
all times.
Qualified, experienced and independent harbour master.

Status

Status

On track to On track to be
be achieved
achieved

On track to On track to be
be achieved
achieved
On track to On track to be
be achieved
achieved
On track to On track to be
be achieved
achieved

LoS 3 - Environment Canterbury enables safe navigation for recreational vessel users of the coast, harbours and inland waterways.
Measure

Target

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

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

Status

Status

On track to On track to be
be achieved
achieved

Programme: Flood protection and control works
LoS 4 - Reducing flood risk
Measure

Target

Environment Canterbury’s infrastructure strategy outlines river
management for the next 30 years and includes a schedule of river
reviews to deliver strategy outcomes. The river review schedule is
made publicly available.

River scheme review are completed as scheduled in the LTP (pages
105-107)

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.

Status

Status

Will not be
achieved

Will not be
achieved

On track to On track to be
be achieved
achieved

Flood protection infrastructure is maintained against agreed levels of Construction of flood protection infrastructure will be completed
service in consultation with river rating district committees.
following consultation with river rating committees and in accordance
with the agreed capital expenditure programme.

On track to On track to be
be achieved
achieved

Deferred maintenance does not adversely impact the achievement of
service objectives in any River Management Plan.

On track to On track to be
be achieved
achieved

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

On track to On track to be
be achieved
achieved

Flood prediction information and river flood warnings are provided to Police, Civil Defence management, media, KiwiRail, New Zealand
key agencies when agreed trigger levels are exceeded.
Transport Agency and territorial authorities will receive flood warnings
in accordance with established flood protocols.

Accurate region wide warnings are issued in accordance with
established flood protocols.

Flood warning protocols will be reviewed after each significant flood
event.

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

Appropriate flood warning advice is available on Environment
Canterbury’s website during flood events.

On track to On track to be
be achieved
achieved

On track to On track to be
be achieved
achieved
On track to On track to be
be achieved
achieved

LoS 5 - Sustainably manage the extraction of gravel from rivers.
Measure

Target

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.

Status

Status

On track to On track to be
be achieved
achieved

LoS 6 - Environment Canterbury provides cost-effective and safe open-space leisure and recreation opportunities on Council-owned land.
Measure

Target

Implement a management plan for regional parks.

All plans are operative and implemented to agreed objectives.

On track to On track to be
be achieved
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 On track to be
be achieved
achieved
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ALL PORTFOLIO LEVELS OF SERVICE
Operational Performance Report
As At 31 May 2017
Measure

Target

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.

Status

Status

On track to On track to be
be achieved
achieved

The land management plan remains operative.

On track to On track to be
be achieved
achieved

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

On track to On track to be
be achieved
achieved

Indigenous plant communities, including mahinga kai, are protected
and enhanced.

On track to On track to be
be achieved
achieved

Ngai Tahu sites are protected

On track to On track to be
be achieved
achieved

Programme: Coastal Environment and Hazards
LoS 7 - Provide information about coastal hazards.
Measure

Target

Coastal areas susceptible to coastal erosion and sea water flooding A total of 100% of coastal erosion areas mapped.
identified and mapped.

Status

Status

On track to On track to be
be achieved
achieved

LoS 8 - Maintain a regional marine oil spill capability.
Measure

Target

Availability of a regional response capability that meets Maritime
New Zealand’s requirements.

Available at all times.

Status

Status

On track to On track to be
be achieved
achieved

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.
Measure

Target

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 On track to be
be achieved
achieved

All emergency events are responded to as required.

On track to On track to be
be achieved
achieved

Status

Status

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.
Measure

Target

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.

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

Status

Status

On track to On track to be
be achieved
achieved

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

On track to On track to be
be achieved
achieved

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

On track to On track to be
be achieved
achieved

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

On track to On track to be
be achieved
achieved

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

On track to On track to be
be achieved
achieved

Planning, Consents and Compliance

Last Month

This Month

Programme: Regional Planning
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.
Measure

Target

A regional plan development timetable is established and
maintained. The timetable is made publicly available.

Target dates for statutory plan public notification are met.

Statutory plans are supported by implementation plans covering
consents, compliance and communication activities.

Status

Status

On track to On track to be
be achieved
achieved
On track to On track to be
be achieved
achieved

LoS 2 - Environment Canterbury works collaboratively with the region’s district and city councils in the review of their district plans.
Measure

Target

District and city plans are supported by Environment Canterbury and Survey of territorial authorities regarding collaboration and support for
these plans give effect to regional policies.
review of district plans.
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Programme: Consents
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.
Measure

Target

Environment Canterbury is customer-focused, resource consent
applicants clearly understand the quality of application they need to
submit (due to pre-application advice and guidance), and there is a
reduced need to request further information from applicants.

A reduction in the number of resource consent applications where
further information is required (s92 requests) is achieved through preapplication meetings.

The median total time for all resource consent applications received A median of 21 days or less of total elapsed time is achieved.
is 21 days.

Status

Status

On track to On track to be
be achieved
achieved
Will not be
achieved

Will not be
achieved

Status

Status

LoS 4 - Resource consents support the delivery and outcomes of regional plans and building control legislation.
Measure

Target

The percentage of resource consents consistent with the RMA 1991 Achieve a score of "very good" (being 90% or above) based on
requirements, including proposed and operative regional plan
independent audit.
requirements and non-statutory strategies.

On track to On track to be
be achieved
achieved

Programme: Compliance with plans and consents
LoS 5 - Compliance and monitoring of natural and physical resources are aligned with Environment Canterbury’s key priorities.
Measure

Target

All identified moderate and major non-compliance issues and any
consequent adverse effects are resolved or in the process of being
resolved.

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

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.

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.

Status

Status

On track to On track to be
be achieved
achieved
On track to On track to be
be achieved
achieved
On track to On track to be
be achieved
achieved

LoS 6 - Environment Canterbury’s consent and compliance processes will ensure the safe and sustainable design and construction of dams and associated
structures.
Measure

Target

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 On track to be
be achieved
achieved

Once a complying building consent application is lodged, decisions
are made within the statutory 20 working days.

100% compliant building consent applications are processed and
granted within 20 working days.

On track to On track to be
be achieved
achieved
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5.4. Financial Health Report May 2017
Performance, Audit and Risk
Committee (PARC) Report
Date of Meeting
Author
Endorsed by

6 July 2017
Chantel Mills
Team Leader – Corporate Reporting
Katherine Harbrow
Chief Financial Officer

Purpose
To report on the financial results for the period ending 31 May 2017.

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

Recommendations
That the Performance, Audit and Risk Committee:


Receives the monthly Financial Health report for the year to 31 May 2017.

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 eleven months ended 31 May 2017 have been prepared and are
now presented to the Performance, Audit and Risk Committee for review.

Surplus/Deficit
The position at the end of May is a surplus of $1.68M, adding to reserves whereas the
budget anticipated a deficit of $2.86M drawn from reserves. This is a $4.54M variance from
the expected position.
The April result was a variance of $5.0M between the actual result of a surplus of $2.5M
compared to a budgeted deficit of $2.5M. Expenditure has moved closer to budget in May,
reducing the variance.
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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 2.6% $3.7M over budget with the largest variance on Grant revenue which is
now $1.9M over budget due to $2.3M in grant from the Ministry for Primary Industries for
wilding conifer control.
User Pays and Other revenue is $1.8M over budget due primarily to funding received from
the Ministry for the Environment and an accrual of $0.6M related to earthquake costs as
previously reported.
Rates revenue is accrued in line with budget until rates reconciliations from Territorial
Authorities (TAs) indicate otherwise. The effect of the Order in Council and penalties
collected by the TAs is expected to be in the region of $1.3M, the exact figure and split over
rate categories will be confirmed at year end.
No further earthquake remissions are expected, the estimate for Kaikōura is $20K-$30K and
Hurunui have indicated $4K.

Expenditure
Expenditure is under budget by 0.6% or $0.9M. The largest variance is on Goods and
Services at $1.4M underspent which is 1.5% of budget, consultancy cost forms the bulk of
this underspend.

Labour and Overheads
Operational labour costs are 5.0% below budget due to restructuring and annual salary
negotiations having yet to be finalised. Overhead costs are 6.4% over budget with the
largest variance in information services costs.

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
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The cash balance at the end of May was $20.3M compared to the policy of $12.2M. The
bank balance at 31 May was higher than expected due to an early payment of $5.1M by
NZTA. There are no exceedances of policy to report.

Debtors and Debt
$1.4M of the $3.0M debt is current, only $0.5M of the debt is over 90 days, $0.2M of this is
related to consents.
The write off provision is $0.3M, $0.17M relating to consents, this is adjusted each year end.
At the end of 2015/16 $0.1M in debt was written off in the accounts (though still pursued), in
the two prior years no debt was written off.
Debt remains low with interest cover well within guidelines.

Capital Expenditure
Expenditure on capital projects and flood protection is within 2% of budget

Attachment
Financial Health Report May 2017
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5.5. Greater Christchurch Metro Financial Update
Performance, Audit and Risk Committee (PARC)
General Information
Meeting Date

6 July 2017

Author

Stewart Gibbon
Senior Manager Public Transport

Endorsed by

Don Rule
Chief Operating Officer

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

Recommendation
That the Performance Audit and Risk Committee:
1.

Receive the financial update on the Greater Christchurch Metro Programme

Background
The following analysis is based on financial results for the eleven-month period from 1 July
2016 to 31 May 2017. 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 eleven months 1 July 2016 to
31 May 2017 and also the various funding sources. The financial result is also compared to
the 2016/17 Annual Plan budget.

$000

Actual

Budget

Variance

Total Expenditure

55,799

57,803

(2,004)

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

9
17,065
20,740
17,438
55,252

9
17,065
21,375
17,960
56,409

(635)
(522)
(1,157)

(547)

(1,394)

847

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

Category

Actual

Budget

Variance

Gross Bus Contracts

Expenditure

48,583

50,067

(1,484)

User Pays
Grants
Other Revenue

16,927
2,713
129

17,605
2,617
86

(678)
96
43

28,814

29,759

(945)

Less:
Fare Revenue
Super Gold Revenue
Interest income
Net Bus Contracts
NZTA Grants (51%)

Grants

14,666

15,177

(511)

Targeted Rates (49%)

Targeted Rates

13,968

13,968

0

(180)

(614)

434

Reserve Increase / (Use)

Rates commission and valuation fee are not included in this table.

Gross contract costs are under budget due to the delay in provisioning of the Waimakariri
service enhancements. As signalled, updated NZTA indexing has been applied in March,
resulting in an increase in Bus Contract costs of $500k – (a 1.2% increase).
Significant Blue Line changes including increased capacity, frequency and Silverstream park
and ride, commenced on Monday 24 April 2017.
Fare revenue is down Y-T-D on projected levels due to less patronage than anticipated.

Monthly Activity
Patronage and Commerciality Ratio
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GREATER CHRISTCHURCH

Month

Prev Yr
Comparison

Y-T-D

Prev Yr
Comparison

1,272,052

3.4%

12,320,475

1.6%

43.06

0.28

40.81

0.5

Patronage
Commerciality



NOTE:

May is a clean month for general comparisons as there are no school or
public holidays in may

YTD Patronage Difference FY16 to FY17
Jul

Aug

Sept

Oct

Nov

Dec

Jan

Feb

Mar

Apr

May

Jun
2.0%
1.0%
0.0%
-1.0%
-2.0%
-3.0%
-4.0%
-5.0%
-6.0%

Patronage deficit compared with last year continues to trend positively.
The Commerciality target in the Canterbury Regional Public Transport Plan is to reach a
ratio of 50 for cost recovery by the end of the 2019/2020 financial year. This represents
Canterbury’s contribution to the National Farebox Recovery Policy.

Commerciality Ratio
50
45
40
2011-12

35

2012-13
2013-14

30

2014-15
2015-16

25

2016-17
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YTD Commerciality Comparison FY16 to FY17
42.00
41.50
41.00
40.50
40.00
39.50
39.00
38.50
38.00
Jul

Aug

Sept

Oct

Nov

Dec
15-16

Jan

Feb

Mar

Apr

May

Jun

16-17

YTD commerciality continues to track positively compared to last year.

Payment Type
Payment
Mar 2017

Type

Greater
Christchurch

Metrocard

Cash

SuperGold Card

75%

15%

10%

Network Risk Summary
RISKS
MONTHLY UPDATE
Additional costs associated with Moderate: The incidence of detours across the
extensive road works and detours
network has reduced significantly in the current year.
The risk remains however and there are a few large
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
contracted market
they 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
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is a risk that expenditure outside of that budgeted
will have to be 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. This risk is mitigated to a large extent
by daily reporting to ensure there are no anomalous
transactions taking place within the system.

Risk Updates
Fuel Price
The latest NZTA index has seen an increase in Bus contracts of approx. 1.5% for March due
to signalled fuel price increases.

FY16/17 Forecast Deficit
For the fiscal year 16/17 the Public Transport portfolio is forecasting a deficit of $769k based
on the assumption that NZTA supplementary claims are agreed. This is an improvement on
the budgeted deficit of $1.5m. The primary drivers of this deficit are reduced Fare Revenue
due to lower than forecast patronage, an increase in Bus Contract costs (from NZTA
indexing & new Waimakariri services) and an increase in Total Mobility costs as reported last
month.
Environment Canterbury have engaged with NZTA with regard to financial support of the
deficit through the provision of a Supplementary Claim for the Fy16/17 NZTA have
confirmed that they have approved this claim, subject to end of year positions across the
country.

Interchange Technology Failure
A significant technology failure occurred on the afternoon of 8 June impacting on operations
at the Bus Interchange. System failure response procedures enabled public service to be
restored later in the evening. A technology and risk review has been undertaken following
the event which has identified a number of specific actions to be taken to reduce the impact
of any potential future failure. It is expected that these actions will be completed by end of
July.

Attachments
There are no attachments.
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6. Audit
6.1. Audit NZ 2016/17 Arrangements Letter
Performance, Audit and Risk
Committee (PARC) Report

Date of Meeting

6 July 2017

Author

Katherine Harbrow
Chief Financial Officer

Endorsed by

Catherine Schache
Acting Director Finance and Corporate Services

Purpose
Audit New Zealand as auditor of Environment Canterbury are seeking agreement on the
arrangements for the 2016/17 Annual Report audit.

Value proposition
The Auditor-General is the auditor of all public entities under section 14 of the public Audit
Act 2001. The audit arrangements sets out the details of the annual audit including business
risks/issues, areas of interest and logistics.

Recommendations
That the Performance, Audit and Risk Committee:
1. acknowledge the arrangement of the audit being undertaken by Audit New
Zealand for the year ended 30 June 2017
2. recommend the signing of the audit arrangements letter by Rod Cullinane
as the Chair of the Performance, Audit and Risk Committee of Environment
Canterbury

Proposal
Background
The Auditor-General has appointed Julian Tan under sections 32 and 33 or the Public Audit
Act 2001 to carry out the annual audits of Environment Canterbury's financial statements
and performance information for the three financial years ending 30 June 2017, 2018 and
2019.
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Audit arrangements letter
The audit arrangement letter outlines:


business risks/issues and our audit response;



areas of interest for all Local Authorities; and



logistics (such as our audit team, timing, and fees).

Financial implications
This audit arrangements letter sets out the timing and focus of the audit for each financial
year.
Fees for 2014/15 and 2015/16 were $106,600 and $108,900 respectively, the fees for the
2016/17 year are expected to be $112,417.

Legal compliance and risk assessment
Audits are carried out in accordance with the Public Audit Act 2001 and the Auditing
Standards issued by the Auditor-General, which incorporate the International Standards on
Auditing (New Zealand).
Business risks and issues are identified based on the audit planning work and discussions
with Environment Canterbury's management and Chair of the Performance, Audit and Risk
Committee. An assessment of Environment Canterbury's mitigation of these risks will form
part of the audit response.

Consistency with council policy
There is no departure from council policy.

Attachment


Audit arrangement letter.
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Level 3, 335 Lincoln Road
PO Box 2, Christchurch 8140

18 April 2017

www.auditnz.govt.nz
Fax: 03 961 3059

Rod Cullinane
Chair of the Performance, Audit and Risk Committee
Environment Canterbury
PO Box 345
Christchurch 8140
Dear Rod

Audit arrangements for the year ending 30 June 2017
I am writing to outline our arrangements for the audit of Canterbury Regional Council
(“Environment Canterbury”) for the year ending 30 June 2017. This letter has two main sections
– an agreement to be signed, and details of the audit.

Agreement to be signed
On the next page is an agreement that you need to sign. Your signature confirms that the
details of the audit match your understanding of the arrangements for this year’s audit.
Please sign and return one copy of the agreement, along with a copy of the details of the
audit.

Details of the audit
Here we set out the proposed arrangements for this year’s audit. These include:


business risks/issues and our audit response;



areas of interest for all Local Authorities; and



logistics (such as our audit team, timing, and fees).

Additional information attached
We have attached two appendices for your information:


Appendix 1: Additional information about the audit; and



Appendix 2: Areas of interest for all local authorities.
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Please take the time to read this document thoroughly before returning the signed agreement.
If there are additional matters that should be included, or any matters requiring clarification,
please contact me.

Yours sincerely

Julian Tan
Director

___________________________________________________________________________

Agreement to be signed
I acknowledge that the details of the audit set out here are in keeping with my understanding of
the arrangements for the audit.

Signed

Date
Rod Cullinane
Chair of the Performance, Audit and Risk Committee
Environment Canterbury
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Details of the audit
1

Introduction
This document sets out the arrangements for the audit of Canterbury Regional Council
(“Environment Canterbury”) for the year ending 30 June 2017. These include:

2



business risks/issues and our audit response;



areas of interest for all Local Authorities; and



logistics (such as our audit team, timing, and fees).

Your business risks/issues and our audit response
Based on the planning work and discussions that we have completed to date
internally and with Environment Canterbury’s management and Chair of the
Performance, Audit and Risk Committee, we have identified what we consider to be
the main business risks and issues facing Environment Canterbury. Many of these risks
and issues are relevant to the audit because they affect our ability to form an opinion
on your financial statements. As part of the wider public sector audit, we are also
required to be alert to issues of effectiveness and efficiency, waste and a lack of
probity or financial prudence (as set out in the Audit Engagement Letter dated 18
April 2017).
The table below sets out the business risks and issues that we have identified in line
with these requirements. The left-hand column describes these risks and issues. In the
right-hand column, we describe how we plan to respond to these during the audit.
Your business issues

Our audit response

Property, plant and equipment - valuation
Environment Canterbury periodically revalues
certain of its asset classes.
PBE IPSAS 17 Property, Plant and Equipment,
requires that valuations are carried out with
sufficient regularity to ensure that the
carrying amount does not differ materially
from fair value.
In accordance with Environment Canterbury’s
accounting policy, flood protection and
control work assets and forestry assets are
scheduled to be revalued this year.

For asset classes that are due to be
revalued this year, we will review the
appropriateness of the valuation
approach taken and assumptions used for
the different asset classes.
For asset classes that are not due to be
revalued this year, we will review
Environment Canterbury’s assessment of
whether there is any significant difference
between the assets’ carrying amount and
fair value.

Environment Canterbury’s 2018-2028 long-term plan (LTP)
The governing body of Environment
Canterbury (“the Council”) is required to
prepare an LTP for the ten year period
commencing 1 July 2017 in accordance with
the requirements of the Local Government Act
2002.

In our 2016/2017 audit, we will liaise
with Environment Canterbury over the
preparation of the LTP for the ten year
period commencing 1 July 2017.
The key areas of audit focus that we
would like to have early engagement with
Environment Canterbury are:
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Your business issues

Our audit response

The primary objective of an LTP is to describe
the local authority's proposed ten year
activities and community outcomes in an
integrated and coordinated way, and
provide a basis for accountability to the
community. In doing so, the document should
outline the financial and service delivery
circumstances that the local authority faces
and the local authority's proposed response
to those circumstances.
Because of the scale and importance of the
services that local authorities provide and the
infrastructure they manage, it is important
that local authorities plan well for how they
will provide services decades into the future.



financial strategy – a clear financial
strategy that underpins Environment
Canterbury’s LTP is essential to
ensure that the community is aware
of the effect that Environment
Canterbury’s decisions have;



asset management plans (AMPs) – it
is important for Environment
Canterbury’s AMP improvement
programme timetable to align with
the preparation of the LTP;



strategic decisions that Environment
Canterbury has made that will have
an impact on the LTP;



Environment Canterbury’s overall
project plan for the preparation of
the LTP; and



Environment Canterbury’s proposed
approach to carry-forwards in the
capital programme, including any
impact on the levels of service if
projects are not completed on time
and any potential for costs to
increase.

Audit of Environment Canterbury’s debenture trust deed
As Environment Canterbury’s appointed
auditor, we will also issue a report to the
trustees of its debenture trust deed. This
requirement is included in Environment
Canterbury’s trust deed dated 21 September
2015.
We are required to issue our report to the
trustees within 30 days of signing the annual
report.

We will agree separate terms for this
limited assurance engagement of the
debenture trust deed.
We will arrange with Environment
Canterbury to allow us adequate time to
issue our audit report to the trustees within
30 days of adopting its annual report.
As part of our audit, we will enquire into
the maintenance of Environment
Canterbury's register of securities and the
audit of the register itself by the register’s
external auditor.

We will also follow up on progress made by Environment Canterbury in its response
to our previous recommendations.
Please tell us about any additional matters that we should be aware of as your
auditor, and any specific significant business risks that we have not covered.
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3

Logistics

3.1

Our audit team
The Audit New Zealand staff involved in the audit are:
Julian Tan
Debbie Bradfield

3.2

Director
Audit Manager

Important dates in the audit process
Our proposed timetable is:
Interim audit (completed)
Draft interim management report issued
Draft financial statements available for audit1
Final audit begins
Final financial statements available2 for audit
Verbal audit clearance given
Annual report3 available for audit
Audit opinion issued
Draft final detailed management report issued

3.3

Date
10 April 2017
21 April 2017
14 August 2017
14 August 2017
28 August 2017
To be confirmed
31 August 2017
To be confirmed
To be confirmed

Our interim audit visit
We carried out the interim audit during April 2017. During this visit, we focused on
updating our understanding of Environment Canterbury’s internal control. This includes
reviewing the control environment, risk assessment processes and relevant aspects of
information systems controls. We will use the results of this assessment to determine
how much we can rely on the information produced from your systems during our final
audit.

3.4

Our final audit visit
Our final audit is scheduled to start on 14 August 2017 and is expected to last three
weeks. During this visit we will be auditing the balances, disclosures, and other
information included in your financial statements.

3.5

Professional fees
The audit fee for the 2017 audit is currently subject to a fee moderation exercise with
the Office of the Auditor-General. The results of this moderation process will form the
basis of our Audit Proposal Letter covering the proposed audit fees for the three
financial years ending 30 June 2017, 2018, and 2019.

Financial statements (including notes to the financial statements) with actual year-end figures.
Financial statements incorporating all the amendments agreed to between Environment Canterbury and Audit New Zealand.
3 Annual report, including any Chair’s and Chief Executive’s overview or reports.
1
2
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We will issue an Audit Proposal Letter on the completion of the fee moderation
process. Until that time, we set out below a draft billing profile to reflect the
progressive nature of our work.
The final bill in October 2017 has been left blank and will reflect the balance of the
agreed 2017 audit fee.
We propose to bill as follows:

Amount

April 2017
August 2017
September 2017
October 2017
Total

$30,000
$30,000
$30,000
$TBC
$TBC

The fee is an estimate and assumes that the expectations discussed in Appendix 1 will
be met. If this does not occur, or the scope of the audit changes, we will discuss this
further with you.
To ensure we can complete the audit within the proposed time frame (see section 3.2)
and agreed fee, it is critical that you make appropriate supporting documentation
available to us on a timely basis. If this is not the case, it is likely to result in cost
overruns, which we will seek to recover from you. To help you prepare for the audit,
we will liaise with management and provide them with a detailed list of the
information we will need for the audit.
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Appendix 1: Additional information about the audit
Our reporting protocols
Management reports
We will provide a draft of all management reports to management for discussion/clearance
purposes. In the interests of timely reporting, we ask management to provide their comments on
the draft within 10 working days. Once management comments are received the report will be
finalised and provided to the Council.

Reporting of misstatements
We will include details of all uncorrected misstatements in our management report.
Misstatements are differences in, or omissions of, amounts and disclosures that may affect a
reader’s overall understanding of Environment Canterbury’s financial statements.
During the audit, we will provide details of any such misstatements we identify to an
appropriate level of management. We will ask for each misstatement to be corrected in
Environment Canterbury’s financial statements. Where management does not wish to correct a
misstatement we will seek written representations from representatives of the Council that
specify the reasons why the corrections will not be made.

Our expectations of you to enable an efficient audit
To enable us to carry out our audit efficiently within the proposed audit fee, we expect that:


Environment Canterbury will provide us with access to all relevant records and
provide information in a timely manner;



your staff will provide an appropriate level of assistance;



the financial statements will be available at the start of the final audit, include all
relevant disclosures, and be fully supported by a detailed workpaper file; and



the annual report and financial statements (including the statement of service
performance) will be subjected to appropriate levels of quality review before
submission for audit.

Our audit fee is based on the assumption that we will review no more than two sets of the
draft annual report, one printer’s proof copy of the annual report, and one copy of the
electronic version of the annual report for publication on Environment Canterbury’s website.

Using your internal auditors
Our approach will be to continue to liaise with your internal auditors to ensure appropriate coordination of effort. In keeping with the applicable auditing standard, ISA (NZ) 610, Using the
Work of Internal Auditors, we will make a preliminary assessment of the internal audit function
in terms of organisational status, scope, technical competence, and professional care.
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If we determine from our preliminary assessment that the internal audit function could be relied
on for external audit purposes then we will consider the internal audit work proposed or
completed. We will then determine the extent to which we can use the internal audit work to
supplement our audit work.

How we consider your compliance with statutory authority
As part of the Auditor-General’s mandate, we carry out an audit of compliance with statutory
authority. Our audit is limited to obtaining assurance that you have complied with certain laws
and regulations that may directly affect Environment Canterbury’s financial statements or
general accountability. Our audit does not cover all of Environment Canterbury’s requirements
to comply with statutory authority.
Our approach to this aspect of the audit will mainly involve assessing the systems and
procedures that are in place to ensure compliance with certain laws and regulations that we
consider to be significant. We will also complete our own checklists covering the key
requirements of significant legislation. In addition, we will remain alert for any instances of
non-compliance that come to our attention. We will evaluate the relevance of any such
non-compliance to our audit.
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Appendix 2: Areas of interest for all Local Authorities
As well as the risks and issues noted above, there are also a number of other concerns common
to the local government sector. The table below outlines our areas of interest for this year’s
audit. The left column describes each matter and the reasons for our interest. The right column
describes how we plan to address each matter during the audit.
Areas of interest

Our audit response

Rates
Rates are Environment Canterbury’s most
significant funding source. Compliance with the
Local Government (Rating) Act 2002 (LGRA) in
rates setting and collection is critical to ensure
that rates are validly set and not at risk of
challenge.
Environment Canterbury should ensure it has
appropriate processes in place, including seeking
legal advice where appropriate, to ensure
compliance of its rates and rating processes with
legislation.

For 2017, we will again consider Environment
Canterbury’s compliance with aspects of the
LGRA that potentially materially impact on the
financial statements. Principally this means a
focus on the rates setting process – the
consistency and completeness of the resolution
and the Funding Impact Statement (FIS).
We will also review a sample of differentially
set and/or targeted rates to assess whether the
matters and factors used are consistent with the
LGRA.
We stress that our review of compliance with
legislation is completed for the purposes of
expressing our audit opinion. It is not, and should
not be seen, as a comprehensive legal review.
This is beyond the scope of the audit, and our
expertise as auditors. Environment Canterbury is
responsible for ensuring that it complies with
applicable laws and regulations.

Control environment – probity and transparency
Under our audit mandate, we are required to be
alert for and review matters of effectiveness and
efficiency, waste, and a lack of probity or
financial prudence. These matters could include
the following:


Situations where those in governance or
management roles have conflicts of
interest.



The payment of unusually high or
unjustifiable fees to those in a governance
role.



Excessive or unusual ex gratia payments
made to employees.



Frequent overriding of policies for
sensitive expenditure.

In the course of our usual audit work, we will
remain alert for matters of performance, waste
and probity. Specifically, we will:


Remain alert for conflicts of interest. It is
important that Environment Canterbury’s
management and the Council identify and
manage compliance with the Local
Government (Members’ Interests) Act
1968.



Confirm that the Council has complied with
the relevant Local Government Elected
Members Determination and disclosed the
remuneration of each member in the
annual report.



Review a sample of severance payments
made by Environment Canterbury and
confirm that these payments are
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Areas of interest

Our audit response
appropriately disclosed in the annual
report.


Review a sample of sensitive expenditure
transactions for compliance with
Environment Canterbury's internal policies.

Mandatory performance measures
The Non-Financial Performances Measures Rules
2013, promulgated by the Department of
Internal Affairs, specify a set of standard
performance measures for local authorities.
The measures were included in Environment
Canterbury’s 2015-25 LTP, and reported
against for the first time in Environment
Canterbury’s 2016 annual report.

For those measures we determine as material, we
will review Environment Canterbury’s internal
control systems to enable reporting of actual
performance.
We will also ensure the reported results are
fairly stated.
We will reviewed the performance information
as a whole to ensure it provides a sufficiently
detailed story of Environment Canterbury’s
performance for the year.

Elected members – remuneration and allowances
The Local Government Act gives the
Remuneration Authority responsibility for setting
the remuneration of local government elected
members. The Authority also has the role of
approving a Local Authority’s policy on
allowances and expenses.
Environment Canterbury's annual report must
disclose the total remuneration received by or
payable to each member of the local authority in
the reporting period (Schedule 10, clause 18,
Local Government Act 2002). A local authority
must disclose remuneration paid or payable to
each member from both the local authority and
any council organisation of the local authority.

We will assess Environment Canterbury’s
compliance with the requirement to disclose the
remuneration of each member of the local
authority in the annual report against the
relevant Local Government Elected Members
Determination and any amendment to that
Determination.
We will also confirm whether the payments are
within the Determination set by the Authority.
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Areas of interest

Our audit response

Water
The OAG’s work programme theme for
2017/18 is Water.
There is an expectation that public entities
through their services and decisions sustainably
use natural resources over the long-term to
improve outcomes for the public. We expect
public entities to base their decisions on sound
information and to be transparent when
engaging with the public.

As part of gathering baseline information for the
OAG’s 2017/18 programme we will update our
understanding of Environment Canterbury's role
in the sustainable use of water resources.
Potential topics that we are currently considering
include:


providing safe and reliable drinking
water;



improving the quality of our rivers, lakes
and other water bodies;



dealing with competing demands for a
limited resource – water demand
management approaches and allocation;



addressing the effect of climate change –
flood risk, sea level rise, and drought; and



managing the coastal and marine
environment – for example aquaculture,
managing the Exclusive Economic Zone,
and planning for and managing climate
change effects on coastal areas.
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6.2. LGA s17A Science Service Review
Performance, Audit and Risk
Committee (PARC) Report
Date of Meeting
Author

6 July 2017
Cam Smith
Principal Strategy Advisor
Stefanie Rixecker
Director, Science

Endorsed by

Purpose
1.

To present to the Committee the Science service delivery review completed to satisfy
the requirements of s17A of the Local Government Act 2002 (LGA).

Value proposition
2.

Service delivery reviews are a statutory requirement of the LGA.

Recommendations
3.

That the Committee:
a.

recommends the attached review to Council for approval.

Proposal
Background
4.

The requirement for service delivery reviews was added to the Local Government Act
2002 (LGA) in August 2014. The aim is to ensure local authorities regularly review
opportunities to be more cost-effective in local infrastructure, public services and
regulatory functions by looking at nine prescribed options for different models of
governance, funding and delivery. A table showing the options is included below.

Option

Governance & funding

1

Delivery

Environment Canterbury (ECan)

2

ECan

Council Controlled Organisation (CCO) owned by
ECan

3

ECan

CCO owned by ECan and 1 or more other council
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4

ECan

another council

5

ECan

another agency

6

Joint Committee or other shared
governance arrangement

CCO owned by ECan

7

Joint Committee or other shared
governance arrangement

CCO owned by ECan and 1 or more other council

8

Joint Committee or other shared
governance arrangement

another council

9

Joint Committee or other shared
governance arrangement

another agency

5.

In August 2016 Council agreed to complete five service delivery reviews. It was noted
that public transport, consents and science had completed recent internal reviews and
that these could help populate the content for the service delivery reviews.

6.

Regional Parks, Flood Protection and Control Works, Public Transport and Consents
reviews are complete and were presented to PARC and Council in June. The attached
Science review is scheduled to be considered by full Council at its meeting on 20 July.

Science review
7.

It is concluded that the status quo/option 1, where the science service is funded,
governed and delivered by Environment Canterbury, offers the best cost-effectiveness
of available options. It is recommended that council retain the status quo.

8.

Sustainably managing Canterbury’s natural and physical resources relies on deep
understanding of the natural environment and the complex relationships between
ecological and geological systems.

9.

Science is a key contributor to this understanding. This positions science as being core
to Environment Canterbury discharging its statutory and non-statutory responsibilities to
the region. Additionally, the primary clients for the science service are Environment
Canterbury staff. This provides a strong rationale for the service to sit within
Environment Canterbury.

10. The status quo allows alignment with the objectives and priorities of Environment
Canterbury, integration of the service across the organisation, and enables the service
to leverage off existing administrative, business support and governance functions.
11. A loss of integration with Environment Canterbury work is also a key reason for rejecting
a Council Controlled Organisation (CCO) model of delivery (in sole or multiple
ownership) or delivery by another local authority. Outsourcing delivery of the service
would risk diminishing integration, or would add considerable transaction, administrative
and financial costs to other areas of the business if integration was maintained.
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12. To increase cost-effectiveness, the service should seek to further implement actions
identified in the Science strategy, and namely building a partnership based approach to
collaboration to optimise outcomes and efficiencies for the organisation, as well as
ensuring greater co-ordination across the organisation and region. This includes forging
multi-year arrangements with Crown Research Institutes, universities, Crown agencies
and industry bodies to respond to regional science needs.

Financial implications
13. No financial implications. The reviews were completed within existing budgets.

Legal compliance and risk assessment
14. Completion of these service reviews and Council’s adoption of their findings ensures
legal compliance with section 17A of the LGA.

Significance and engagement
15. These reviews are not considered significant and no further engagement is proposed.

Consistency with council policy
16. This work was driven by a statutory requirement and is unrelated to council policy.

Communication
17. No further communication is proposed.

Attachments
 Science service delivery review
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Present arrangements

Service Delivery Review
(Prepared under section 17A of the Local Government Act 2002)

Environment Canterbury
Science

July 2017

DRAFT

1 of 39
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Executive Summary
This report is a service delivery review for Environment Canterbury’s science service. It has
been prepared because of, and in line with, the requirements of section 17A of the Local
Government Act 2002. The purpose of the review is to evaluate at least nine ways in which
the service could be governed, funded and delivered. Currently the service is governed,
funded and delivered by Environment Canterbury.
Sustainably managing Canterbury’s natural and physical resources relies on deep
understanding of the natural environment and the complex relationships between ecological
systems. Science is a key contributor to this understanding, and the science service is core
to Environment Canterbury discharging its statutory and non-statutory responsibilities to the
region.
The findings of this review are that the status quo, where Environment Canterbury retains
governance, funding and delivery, is the most cost-effective mode of delivery for the science
service. Having the service centralised is the most cost effective way to achieve the critical
mass of specialist skills needed for the tasks the service delivers. While the group of skills
could be moved into another organisation, this would disconnect it from its major internal
clients, introducing additional management, financial and transaction costs, risks to business
integration and continuity, and potential loss of governance alignment.

3 of 39
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Introduction
This document has been prepared in response to the service delivery review requirements of
the Local Government Act 2002. Section 17A requires all Councils to review the governance,
funding and delivery of all their services1 by August 2017.
Following an evaluation of all services to identify exclusions from these requirements in
August 2016, the science service, along with four others, was identified as a service that
does require review in line with the Act. Environment Canterbury (ECan) considered that the
potential benefits of the review outweigh the likely costs.
A science strategy completed in 2014 and currently being refreshed provides useful
information on consideration already given to the delivery of the service. This review
supplements that work with consideration of governance and funding options.
This review has evaluated each option required in the Act. The nine options are shown
below.
OPTION

governance

funding

delivery

1

ECan - status quo

2

Council Controlled Organisation (CCO) owned by
ECan

3

CCO owned by ECan and 1 or more other council
ECan

4

another council

5

another agency

6

CCO owned by ECan

7

CCO owned by ECan and 1 or more other council
Joint Committee of ECan and 1 or
more other Council / entity

1

8

another council

9

another agency

Subject to certain exceptions set out in the Act.
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Name of the service and scope
This service delivery review is for the Science service (the service) at ECan. The service
contributes scientific knowledge, understanding, information and advice to several portfolios
and council activities described in the 2015-25 Long Term Plan. These portfolios comprise
Canterbury Water Management Strategy, Air, Biodiversity and Biosecurity, Hazards, Risk
and Safety, and Regional Leadership.
The Science Strategy notes the objective of the service is to provide an expertise based
service to inform how the functions of ECan are discharged.
The science service essentially provides four services to ECan which are directly linked to
ECan’s statutory functions:

• Understanding of the status and trends in the natural capital of the region, achieved
through State of the Environment monitoring, and investigations.

• Provides information and advice across ECan to inform RMA policy (including National
Environmental Standards and National Policy Statements), consenting and compliance,
as well as other statutory and non-statutory functions

• Providing sound science to justify the decisions and initiatives of ECan, such as through
expert evidence and community engagement e.g. through the Canterbury water zone
committees.

• Evaluating the impact and efficacy of ECan’s work programmes primarily through state of
the environment monitoring and reporting, including use of scientific information to report
on outcomes.
The science service also delivers non-statutory services to ECan and the wider Canterbury
community:

• Improving the relevance and responsiveness of science to the community, partners,
stakeholders and end users;

• Strengthening the unique position of Environment Canterbury as a regional anchor and
facilitator for local/region based scientific knowledge;

• Identifying opportunities for collaborative delivery of science for the region to increase total
investment and identify efficiencies for Environment Canterbury;

• Connecting with the regional council sector to deliver the Ministry for the Environment’s
required standards and enable a cohesive approach to science delivery and data
standards; and

• Valuing the role of science within the organisation.

5 of 39
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Rationale for service provision
The Resource Management Act 1991 (the Act) has the purpose of promoting “the
sustainable management of natural and physical resources” (s5(1)). To achieve this the Act
recognises a key role for Regional Councils and sets out their functions under the Act. The
first such function is “to establish, implement, and review objectives, policies and methods to
achieve integrated management of the natural and physical resources of the region”
(s30(1)(a)). Section 35 of the Act also requires that local authority’s “gather such information,
and undertake or commission such research, as is necessary to carry out effectively its
functions” under the Act, and that they monitor the state of the environment, and the
efficiency and effectiveness of policies, rules, or other methods in regional policy statements
or regional plans.
Sustainably managing Canterbury’s natural and physical resources and carrying out these
functions relies on deep understanding of the natural environment and the complex
relationships between ecological systems, multiple factors impacting on the natural
environment and management approaches to protect and enhance ecological well-being. In
many instances these complex relationships are region-specific. Science is a key contributor
to this understanding, which positions science as core to ECan discharging its statutory and
non-statutory responsibilities to the region. Alongside cost-efficiency, the service needs to
enable the following:

• strong integration across the organisation;
• responsive to the day-to-day needs of ECan;
• relevant and responsive to the community, partners, stakeholders and end users;
• Lends credibility to ECan and adds to community confidence in ECan decision making;
• Provides consistency and continuity over time.

Present arrangements
Governance
Governance of the service sits within ECan, and uses existing ECan governance structures.
ECan has a governing body of 13 councillors, and the service reports to Councillors through
the various portfolios that the service supports e.g. Canterbury Water Management Strategy,
Air, Biodiversity and Biosecurity, Hazards, Risk and Safety, and Regional Leadership.
Councillors set the work programmes and levels of service of various portfolios through Long
Term Plan and Annual Plan processes, and progress against these is reported monthly.
Overall consideration of the strategic direction of the service is captured in the ECan Science
Strategy. This was last published in 2014, and is completing its refresh process.
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Funding
ECan funds the service through general rates, fees, and charges. For 2015/16 this was
comprised of rates (96%), grants (2%), and other (2%). The service is funded through the
portfolios and programmes it supports. It is not funded as a standalone activity.
Delivery
The service is delivered by ECan. It is an expertise based service shared across the
organisation- the service informs how the functions and responsibilities of ECan are
discharged. Many of ECan’s functional groups are reliant on scientific understanding and
advice, which positions science as a cross organisational service. This drives the critical
need for the service to be integrated across, and aligned with the priorities of, the
organisation.
ECan has 91.25 FTE staff assigned to the service. These staff provide advice on and deliver
those activities described in the 2015-25 Long Term Plan, along with responding to day-today requests from ECan staff and unplanned work. The Science service is delivered by the
ECan Science Group. The Science Group is led by a Science Director, and a Chief Scientist
provides scientific oversight and leadership for the Group’s work programmes. Science
Group management is structured as follows:

Director Science

Groundwater
Science Manager

Surface Water
Science

Environmental
Science &
Hazards Manager

Chief Scientist

Officers within the Science Group spend time monitoring and investigating natural and
physical resources within Canterbury, liaising with regional staff to assist with plan and large
consent development, liaising with central government to assist with national policy
development, evaluating and assessing the effectiveness of interventions, and engaging with
and communicating science to the public.
ECan currently has contractual arrangements with external science providers. External
providers are used where ECan does not have the capabilities or capacity in-house. This
includes complex modelling required on an intermittent basis and laboratory testing. 2015/16
expenditure on external providers was:
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15/16

15/16

$

%

Total
Other Councils
CRI's

$3,469,729

100%

$40,231

1%

$1,198,508

35%

Laboratories

$126,161

4%

Universities

$170,053

5%

$1,934,775

56%

Other e.g. consultants

Performance
The Science Service has targets that sit within relevant activities listed in the LTP (e.g.
Canterbury Water Management Strategy, Air, Biodiversity and Biosecurity and Hazards, Risk
and Safety). The Environment Canterbury Long Term Plan 2015-25 and Annual Plans set
out the following measures and targets under these activities which are delivered by the
science service:
Canterbury Water Management Strategy
Measure

Target

Detailed table in LTP including:

Detailed table in LTP that includes:

Rainfall - river flows - river/stream water quality -

Number of sites - frequency of measure -

lake water quality - marine water quality -

availability of information.

estuary water quality - ecosystem health groundwater levels - groundwater quality - land recreational swimming - water use.

Air quality
Measure

Target

Air quality monitoring and reporting occurs

Airshed monitoring and reporting capability is

across Canterbury airsheds.

maintained as required by the National
Environmental Standard for Air Quality.
Outcomes-focused reporting frameworks, e.g.
polluted airshed graphs of PM10 showing
concentration reductions, are made public.

Biodiversity and biosecurity
Measure

Target
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State of the Environment reporting information is

State of the Environment reporting data and

published annually for biodiversity/ecosystem

information are accessible on the Environment

health environmental domain

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

Hazards, risks and safety
Measure

Target

Ensuring natural hazard information is available

A total of 90% of advice regarding natural
hazard information, in relation to private
property, is provided within ten working days.
New technical reports and information are
available on Environment Canterbury's website
within six months and are available at all times.

Providing advice to partner organisations on

Investigations undertaken and reports produced

implementing hazard risk reduction measures

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

Flood prediction information and river flood

Police, Civil Defence management, media,

warnings are provided to key agencies when

KiwiRail, New Zealand Transport Agency and

agreed trigger levels are exceeded

territorial authorities will receive flood warnings
in accordance with established flood protocols.

Accurate region-wide warnings are issued in

Flood warning protocols will be reviewed after

accordance with established flood protocols

each significant flood event.

Up-to-date and timely river flow, rainfall and

Appropriate flood warning advice is available on

flood warning advice is available through

Environment Canterbury’s website during flood

Environment Canterbury's website

events.

Coastal areas susceptible to coastal erosion

A total of 100% of coastal erosion areas

and sea water flooding identified and mapped

mapped.

Priority regional and national waste projects are

Two projects are co-ordinated across the region.

supported in partnership with territorial
authorities, industry and other agencies
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Project milestones are achieved and signed off
by funding partners (Ministry for the
Environment).
100% of all enquiries on waste and hazardous
substances from industry, other agencies and
territorial authorities are responded to.
Environment Canterbury undertakes

Information on the Listed Land Use Register is

investigations for the purposes of identifying and

up to date, and 100% of technical enquiries are

monitoring contaminated land

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

Reviews of annual reports for 2012/13, 2013/14, 2014/15 and 2015/16 show that in general
the service has achieved performance targets and objectives that sit within relevant activities
listed in the LTP

Cost
The service has both operational (opex) and capital (capex) expenditure. Operational
expenditure is primarily associated with payments to operators for contracted services e.g.
CRIs etc. Capital expenditure is associated with the purchase of scientific equipment such
as monitoring equipment and drilling wells.
Opex and capex costs for the three years preceding, and the ten years commencing
2015/16 are shown below.
Values for years denoted with “(a)” are actuals. Values for 2016/17 and 2017/18 are from the
annual plan of that year and the remainder are projections from the Long Term Plan 201525. Note: LTP figures include inflation.
Year

opex ($000)

capex ($000)

2012/13 (a)

14,561

835

2013/14 (a)

16,006

554

2014/15 (a)

16,554

550

2015/16 (a)

16,721

948

2016/17

18,047

932
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2017/18

19,982

921

2018/19

18,149

898

2019/20

18,614

872

2020/21

19,099

839

2021/22

19,563

912

2022/23

20,108

893

2023/24

20,705

974

2024/25

21,384

958

Analysis of options
This section considers each of the options prescribed in section 17A of the Local
Government Act 2002. Option 1 is the status quo.
1. Governance, funding and delivery by Environment Canterbury.
This is the status quo option for the service. A critical mass of specialist skills sits within the
Science Group at Environment Canterbury, and this enables delivery of the service that
underpins many of the activities ECan undertakes. Delivery of the service by ECan provides
confidence that the organisation holds, has ready access to, and can deliver the information
and expertise necessary to discharge ECan’s statutory functions and responsibilities. These
functions and responsibilities are not shared by other organisations in the region, limiting the
rationale for having the service delivered by another organisation. This option allows strong
integration of the service with its primary clients and ECan activities (e.g. implementation of
the Canterbury Water Management Strategy), and increases the ability with which
Environment Canterbury can respond to issues facing the organisation and Canterbury
communities.
Having the service delivered by Environment Canterbury enables cost efficiencies through
drawing from existing ECan administrative and business support functions, including
financial services, IT, HR and external relations, along with existing ECan governance
arrangements.
Not all expertise can, nor should be provided by Environment Canterbury, especially highly
specialized areas where advice is only required on occasions or where additional expertise
is needed (e.g. complex modelling work). In these instances, external service providers are
contracted, and collaborative partnerships are in place to facilitate this. External contractors
are also used when evidence and advice provided by the service requires independent
quality assurance or where there are potential conflicts of interest.
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For the above reasons, the status quo remains the most cost-effective service delivery
model.
2. Governance and funding by Environment Canterbury with delivery by a CCO wholly
owned by Environment Canterbury.
A CCO would bring additional costs such as Board fees, compliance costs and reporting and
monitoring costs that would be of a size unlikely to be recouped through cost-efficiency gains
because of a more commercially disciplined approach to service delivery. While the group of
skills could be moved into another organisation, this would disconnect the service from
internal clients, introducing additional management and transaction costs and potential loss
of governance alignment.
Financial services, IT, HR and external relations are current shared service functions that
would likely need to be replicated within a standalone CCO, further increasing costs. In the
context of a service that needs to be integrated across the organisation, the cost of creating
and operating the CCO, as well as the risks associated with a loss of integration and a
reduction in priority alignment, seem unlikely to be compensated for in operational costeffectiveness.
For these reasons, there is no compelling case for creating a CCO to deliver the service.
3. Governance and funding by Environment Canterbury with delivery by a CCO partly
owned by Environment Canterbury and partly owned by other local authorities.
A multiply owned CCO is no more likely to be cost-effective than option 2, and the same cost
and risk factors apply. In addition, the CCO ownership model with multiple shareholders
setting objectives could potentially create misalignment with the councils own objectives for
the service, and might further remove it from responding to the needs of the community.
4. Governance and funding by Environment Canterbury with delivery by another local
authority.
Dispersing the service to one or more local authorities will likely create considerable cost
inefficiencies. The most likely form that this option might take would be the transfer of the
science service to each territorial local authority on a geographical basis. This would require
each of Canterbury’s 10 territorial local authorities (TLAs) to deliver a science service, for
this to be duplicated across the region, and for them to provide ECan with the information
necessary to achieve the unique statutory responsibilities of a regional council, e.g.,
integrated management of the natural and physical resources of the region. This would
require these TLAs to undertake tasks not required of them by the Local Government Act
(LGA) or Resource Management Act (RMA), and require them to develop the capabilities for
undertaking these tasks.
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In the context of a service that needs to be integrated across an organisation with a regional
focus, dispersal of the service to multiple district authorities will likely result in: a loss of
ability for ECan to understand the natural and physical resources of and across the region;
losing the critical mass of specialist skills required to deliver regional council tasks; and
create cost inefficiencies through having a centrally located, expertise-based service
fragmented across Canterbury. Transferring delivery to one TLA within the region would not
be any more cost effective than the status quo, but would introduce distance and
governance conflict between the service and ECan’s statutory functions.
There are unlikely to be any cost-effectiveness gains by pursuing this option.
5. Governance and funding by Environment Canterbury with delivery by a person or
agency not listed above.
This option would involve outsourcing to one or more external entities (e.g. multiple CRIs,
universities etc.) almost all the work currently performed by staff employed at ECan to
deliver the service. This would include monitoring work, analysis of data, interpreting
implications for ECan (planning, consents etc.) and the Canterbury region, and monitoring
effectiveness of current policies and plans. Whilst some management roles and institutional
knowledge would need to the retained by ECan for planning, commissioning, quality
assurance and reporting purposes, technical and in-field tasks would be delivered by the
external agency/agencies. This approach would create a considerable risk that integration
with other areas of the organisation is diminished or lost.
While the group of skills could be moved into another agency, this would disconnect the
service from internal clients, introducing additional management and transaction costs and
potential loss of governance alignment. These costs and risks seem unlikely to be offset by
any improvements in operational cost-effectiveness.
6. Governance and funding by joint committee or other shared governance with
delivery by a CCO wholly owned by Environment Canterbury.
Like other CCO options, a jointly governed and funded CCO is no more likely to be costeffective and the same costs and risks apply. In addition, the CCO governance model where
several agencies are represented, could potentially compromise ECan’s objectives for the
service, meaning other ECan services and activities are not provided with the science advice
they require.
7. Governance and funding by joint committee or other shared governance with
delivery by a CCO partly owned by Environment Canterbury and partly owned by
other parties.
The analysis of option 6 also applies to this option.
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8. Governance and funding by joint committee or other shared governance with
delivery by another local authority.
As in option 4, dispersing the service to one or more local authorities will likely create
considerable cost inefficiencies. In the context of a service that needs to be integrated
across an organisation with a regional focus, dispersal of the service to multiple district
authorities will likely result in a loss of ability for ECan to understand the natural and physical
resources of and across the region, and create cost inefficiencies through having a centrally
located, expertise-based service fragmented across Canterbury. Additionally, the CCO
governance model could potentially compromise the council’s own objectives for the service.
9. Governance and funding by joint committee or other shared governance with
delivery by a person or agency not listed above.
As in option 5, this option would create a considerable risk that integration with other areas
of the organisation is diminished or lost, impacting on the ability of ECan to discharge its
statutory functions. Additionally, the joint governance model could potentially compromise
the council’s own objectives for the service, and create additional complexities and costs.
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Conclusion and recommendations
Based on the analysis completed of the nine LGA options it is concluded that the status quo,
where the service is funded, governed and delivered by Environment Canterbury, offers the
best cost-effectiveness of available options. It is recommended that council retain the status
quo.
Sustainably managing Canterbury’s natural and physical resources relies on deep
understanding of the natural environment and the complex relationships between ecological
systems. Science is a key contributor to this understanding, which positions science as core
to Environment Canterbury discharging its statutory and non-statutory responsibilities to the
region. Additionally, the primary clients for the science service are ECan staff. This provides
a strong rationale for the service to sit within ECan. This allows alignment with the objectives
and priorities of ECan, integration of the service across the organisation, and enables the
service to leverage off existing administrative, business support and governance functions.
A loss of integration with ECan work is also a key reason, among others, for rejecting a CCO
model of delivery (in sole or multiple ownership) or delivery by another local authority.
Outsourcing delivery of the service would risk diminishing integration, or would add
considerable transaction costs to other areas of the business if integration was maintained.
To increase cost-effectiveness, the service should seek to further implement actions
identified in the Science strategy, and namely building a partnership based approach to
collaboration to optimise outcomes and efficiencies for the organisation, as well as ensuring
greater co-ordination across the organisation and region. This includes forging multi-year
arrangements with Crown Research Institutes, universities, Crown agencies and industry
bodies to respond to regional science needs.
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APPENDICES
Options analysis evidence base
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Name of the option: 1 - status quo (ECan continues to govern, fund, deliver)
Feasibility
The status quo continues to remain feasible. This option corresponds with section 17A(4)(a)
of the Local Government Act 2002
Community views and preferences
Community views and preferences on whether the current arrangements are preferred are
not to hand; however, there have been no calls to make changes. There is an expectation
that ECan advice and decisions are credible and science-based, and that this science be
publicly communicated and tested with the public. The contribution of the science group to
plan making and implementation of the Canterbury Water Management Strategy has been
recognised by Environment Canterbury Councillors and Zone Committee Chairs. As this is a
shared service and does not provide externally focused activities such as consenting or
public transport, there is likely to be low public awareness of how this service is provided.
Communities can participate in decision making around funding and delivery through LTP
and Annual Plan processes. Council receives their views and uses this to confirm plans.
Assessment of the effectiveness of this option
How would this option impact on:
(i) the achievement of the council’s objective(s) for the service
Annual reports from 2012/13 onwards demonstrate that measures and targets (that sit within
relevant activities listed in the LTP) are regularly achieved. Importantly, an integrated service
enables immediate access to science advice, which assists with meeting statutory
timeframes (e.g. consent processing) and to progress abatement notices etc.
(ii) the use of, experience of, or benefit received by the users or beneficiaries of the service?
Users of the service within ECan are satisfied in the performance of the service. The service
is seen to provide robust information to inform decisions, is well integrated (especially in
CWMS), and effectively monitors environmental indicators that help inform and evaluate
ECan policies and interventions. This is based on informal feedback.
Broader beneficiaries have awareness of the service, and especially those activities which
inform stakeholder business and recreational activities. A 2014 benchmarking study of the
ECan website showed that river flow and rainfall data pages represent 8 of the 10 most
viewed ECan webpages. This indicates awareness of the service, and that ECan is viewed
as an information hub for river flow and rainfall information.
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Continuity in the delivery of the service contributes to the effectiveness of the service and the
benefits users enjoy through the passing on of local and institutional knowledge and knowhow, and enables Environment Canterbury to act as a regional anchor and facilitator for
science knowledge. This arrangement:

• provides in-house expertise and understanding of the natural and physical environment
ECan is responsible for; discharging its statutory and non-statutory responsibilities to the
region.

• allows strong integration of the service with other ECan activities (e.g. delivery of the
Canterbury Water Management Strategy); and

• increases the responsiveness with which ECan can understand and respond to critical
issues facing the organisation and Canterbury communities on an ongoing basis.
Cost of the option
See page 10 above.
Overall assessment of cost-effectiveness
There is unlikely to be a more cost-effective way to govern, fund and deliver this service. As
an expertise based shared service, science informs how the functions and responsibilities of
Environment Canterbury are discharged. Its primary customers sit within ECan, and are
those responsible for work programmes managing freshwater quality and quantity, air
quality, biodiversity and biosecurity, hazards etc. As such it is important for the service to
reflect the needs and objectives of these programmes, and that these primary customers
have ready and regular access to the service with minimal transaction costs. Additionally,
this option allows the service to take advantage of existing back office functions and existing
ECan governance arrangements. Ultimately it ensures the service is responsive to the needs
of the organisation, allows strong integration of science across the organisation, and ensures
ECan has the capacity and capabilities required to fulfil its statutory responsibilities.
Enhancements to status quo option
Within the 2014 ECan Science Strategy, the Science group identified several areas where
Environment Canterbury appears to have opportunities to improve its’ effectiveness,
including:

• Responsiveness— deepening a shared understanding of the needs of end users as well
as making changes to how work is prioritised and delivered in a timely way. An enduring
priority for enhanced responsiveness will be to give effect to Environment Canterbury’s
partnership with Ngāi Tahu;
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• Collaboration—build a partnership based approach to collaboration to optimise outcomes
and efficiencies for the organisation, as well as ensuring greater co-ordination across the
organization.

• Engaging with uncertainty—develop new ways of communicating about and working with
these dynamics.
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Name of the option: 2 – Governance and funding by Environment Canterbury with
delivery by an Environment Canterbury owned CCO
This option corresponds with section 17A(4)(b)(i) of the Local Government Act 2002.
Feasibility
This option is feasible under current law however there would need to be a process in line
with Part 6 of the Act to consider the costs and benefits of setting up the CCO, and of public
consultation to establish the views and preferences of affected people.
Community views and preferences
There is no information on the views and preferences of affected people in direct relation to
this option. While some activities are public facing (e.g. providing data on river flow and
rainfall), there is likely to be low public awareness of how this service is provided.
That said, they could potentially be in favour of a delivery option that resulted in reduced
costs (if these were possible under the option) whilst it is also probable that they would see
little practical difference in day to day delivery if delivered through a CCO. On the other
hand, separation of this service from the related programmes of the Council (e.g. Canterbury
Water Management Strategy, Air, Biodiversity and Biosecurity and Hazards, Risk and
Safety) could result in increased governance and reporting costs, differing organisational
priorities, and reduced local influence in planning and funding. Importantly, it may lead to a
loss of integration and additional cost to align decision making and work programmes with
other ECan work.
Assessment of the effectiveness of this option
How would this option impact on:
(i) the achievement of the council’s objective(s) for the service
One of the benefits promoted for CCOs is the introduction of business disciplines and
commercial tensions so that operational efficiency and effectiveness is enhanced. Business
processes are also often less complex and bureaucratic than those of a council, making
delivery faster and more efficient. In contrast, CCOs have been criticised for being less
community focussed, with the ability of affected and interested people to influence the
delivery of the service diminished. A CCO model could potentially create misalignment with
the council’s own objectives for the service, and might further remove it from responding to
the needs of the community.
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Given that science is a shared service, there are considerable risks that integration with the
rest of ECan is diminished, along with responsiveness of the service. This may impact on the
ability of ECan to discharge its statutory responsibilities in a timely or cost effective fashion.
(ii) the use of, experience of, or benefit received by the users or beneficiaries of the service?
Users of the service would see considerable change. Science advice and information would
need to be sought from a CCO rather than from in-house. This may increase
administrative/transaction costs to ECan users, and adversely impact on the integration of
science within other ECan activities.
Those beneficiaries of the service outside ECan may be unlikely to notice much change in
the service they receive. Depending upon the extent of any directive from the council to the
CCO, consultation procedures and asset management practices could be changed by the
CCO to streamline delivery. This could result in a downside for beneficiaries with the real or
perceived level of influence on the annual work programme diminishing if their views run
contrary to professional advice, and ultimately the decision of the CCO. This concern, which
is essentially a tension between community outcomes and commercial approaches to
delivery, should not be overstated; but it is a criticism that has been levelled at CCOs in the
past in New Zealand2.
Additionally, ECan has identified a need to further develop a shared understanding of the
needs of end users of the service, including communities. A CCO approach might not lend
itself well to this.
Cost of the option
The cost of governance would increase due to the special processes that the council would
have to introduce to manage the CCO outside of the established performance, audit and risk
management processes in place for the remainder of council activities. Extra costs would
include councillor time, executive time, administration time and the time of finance team of
reviewing financial information from the CCO finance team, though this could be avoided by
the ECan finance team providing this service to the CCO. This would appear as an expense
on the CCO balance sheet.
One of the rationales for establishing a CCO is operational efficiencies. However, a shared
service needs to be closely integrated with other programmes within the organisation, and
be extremely responsive e.g. in emergencies such as floods and earthquakes. This option
would considerably increase administration and transaction costs faced by other areas of the
organisation when commissioning and accessing science information, and these transaction

2

Governance and Accountability of Council Controlled Organisations, Controller and Auditor General, 2015
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costs are likely to impact on the integration of the service with other activities delivered by
ECan. This creates uncertainty about what efficiencies a CCO approach would deliver.
Overall assessment of cost-effectiveness
There is no compelling case for creating a CCO to deliver the service. In the context of a
shared service that needs to be integrated across the organisation, the cost of creating and
operating the CCO, as well as the risks associated with a loss of integration and a reduction
in priority alignment, seem unlikely to be compensated for in operational cost-effectiveness.
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Name of the option: 3 – Governance and funding by Environment Canterbury with
delivery by a CCO partly owned by Environment Canterbury and partly owned by
other shareholders
This option corresponds with section 17A(4)(b)(ii) of the Local Government Act 2002
Feasibility
This option is feasible under current law however there would need to be a process in line
with Part 6 of the Act to consider the costs and benefits of setting up the CCO, and of public
consultation to establish the views and preferences of affected people.
Given the CCO would be owned jointly with other shareholders (probably other councils
within the Canterbury region), a high degree of joint planning would be required and detailed
discussions to ensure the objectives of establishing the CCO are aligned and compatible. It
is unclear, however, the extent to which councils would want to become a shareholder in a
CCO. The science service is focused on providing advice on those matters that pertain to
ECan’s statutory responsibilities, which include: managing air quality, fresh water, coastal
areas, biodiversity and biosecurity, natural hazards, flood protection, and contaminated land.
While some cross over exists with Canterbury’s territorial authorities, this is limited, and
unlikely to warrant those councils funding this form of activity.
Community views and preferences
Same as option 2.
Assessment of the effectiveness of this option
How would this option impact on:
(i) the achievement of the council’s objective(s) for the service
One of the benefits promoted for CCOs is the introduction of business disciplines and
commercial tensions so that operational efficiency and effectiveness is enhanced. Business
processes are also often less complex and bureaucratic than those of a council, making
delivery faster and more efficient. In contrast, CCOs have been criticised for being less
community focussed, with the ability of affected and interested people to influence the
delivery of the service diminished. The CCO ownership model with multiple shareholders
setting objectives could potentially create misalignment with the councils own objectives for
the service, and might further remove it from responding to the needs of the community.
Given that science is a shared service, there are considerable risks that integration with the
rest of ECan is diminished, along with responsiveness of the service. This would impact on
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the ability of ECan to discharge its statutory responsibilities in a timely or cost effective
fashion.
(ii) the use of, experience of, or benefit received by the users or beneficiaries of the service?
Users of the service would see considerable change. Science advice and information would
need to be sought from a CCO rather than from in-house. This may increase
administrative/transaction costs to ECan users, and adversely impact on the integration of
science within other ECan activities.
Those beneficiaries of the service outside ECan may be unlikely to notice much change in
the service they receive. Depending upon the extent of any directive from the council to the
CCO, consultation procedures and asset management practices could be changed by the
CCO to streamline delivery. This could result in a downside for beneficiaries with the real or
perceived level of influence on the annual work programme diminishing if their views run
contrary to professional advice, and ultimately the decision of the CCO. This concern, which
is essentially a tension between community outcomes and commercial approaches to
delivery, should not be overstated; but it is a criticism that has been levelled at CCOs in the
past in New Zealand3.
Cost of the option
The cost of governance would increase due to the special processes that the council would
have to introduce to manage the CCO outside of the established performance, audit and risk
management processes in place for the remainder of council activities. Extra costs would
include councillor time, executive time, administration time and the time of finance team of
reviewing financial information from the CCO finance team, though this could be avoided by
the ECan finance team providing this service to the CCO. This would appear as an expense
on the CCO balance sheet.
One of the rationales for establishing a CCO is operational efficiencies. However, as a
shared service which needs to be closely integrated with other programmes within the
organisation, this option would considerably increase administration and transaction costs
faced by other areas of the organisation when commissioning and accessing science
information, and these transaction costs are likely to impact on the integration of the service
with other activities delivered by ECan. This creates uncertainty about what efficiencies a
CCO approach would deliver.
Overall assessment of cost-effectiveness

3

Governance and Accountability of Council Controlled Organisations, Controller and Auditor General, 2015
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Like option 2, there is no compelling case for creating a CCO to deliver the service. In the
context of a shared service that needs to be integrated across the organisation, the cost of
creating and operating the CCO, as well as the risks associated with a loss of integration
and a reduction in priority alignment, seem unlikely to be compensated for in operational
cost-effectiveness.
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Name of the option: 4 – Governance and funding by Environment Canterbury with
delivery by another local authority
This option corresponds with section 17A(4)(b)(iii) of the Local Government Act 2002.
Feasibility
This option is feasible under current law. The most likely form that this option might take
would be the transfer of the science service to each territorial local authority on a
geographical basis. This would require each of Canterbury’s 10 territorial authorities to
deliver a science service, providing ECan with the information necessary to achieve
integrated management of the natural and physical resources of the region. These transfers
would necessarily require the agreement on both councils to the transfer, and is predicated
upon the assumption that the ‘receiving’ council has the requisite capability to effectively
deliver the service. For smaller councils, this might be unrealistic and result in reduced costeffectiveness.
Community views and preferences
There is no information on the views and preferences of affected people in direct relation to
this option. While some activities are public facing (e.g. providing data on river flow and
rainfall), there is likely to be low public awareness of how this service is provided.
Assessment of the effectiveness of this option
How would this option impact on:
(i) the achievement of the council’s objective(s) for the service
The dispersal of the delivery of the service to one or more other local authorities is likely to
result in a loss of capability to the region. The capability of ECan to deliver the service has
been developed over decades and it is unlikely this option would result in the council’s
objectives continuing to be achieved. There’s a considerable risk that dispersed delivery will
result in multiple district-specific understandings of natural and physical resources, while a
regional-wide understanding will be lost.
Given that science is a shared service, there are considerable risks that integration with the
rest of ECan is diminished, along with responsiveness of the service. This may impact on the
ability of ECan to discharge its statutory responsibilities in a timely or cost effective fashion.
(ii) the use of, experience of, or benefit received by the users or beneficiaries of the service?
Users of the service would see considerable change. Science advice and information would
need to be sought from multiple territorial authorities rather than from in-house. This may
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increase administrative/transaction costs to ECan users, and adversely impact on the
integration of science within other ECan activities.
Cost of the option
Delivery costs are likely to rise under this option due to a loss of scale. Having multiple
authorities commissioning work and delivering the service will be less cost-effective due to
additional overhead costs and considerable duplication of resources between councils. It is
also very unlikely that 10 territorial authorities would be able to meet capability requirements
without needing to source external expertise on a regular basis.
What’s more, as a shared service which needs to be closely integrated with other
programmes within the organisation, this option would considerably increase administration
and transaction costs faced by other areas of the organisation when commissioning and
accessing science information, and these transaction costs are likely to impact on the
integration of the service with other activities delivered by ECan. This creates uncertainty
about what efficiencies this approach would deliver.
Overall assessment of cost-effectiveness
There are unlikely to be any cost-effectiveness gains by pursuing this option. Dispersing the
service to one or more local authorities will likely create considerable cost inefficiencies. In
the context of a shared service that needs to be integrated across an organisation with a
regional focus, dispersal of the service to multiple district authorities will likely result in a loss
of ability for ECan to understand the natural and physical resources of and across the
region, and create cost inefficiencies through having a centrally located, expertise-based
service fragmented across Canterbury.
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Name of the option: 5 – Governance and funding by Environment Canterbury with
delivery by another agency
This option corresponds with section 17A(4)(b)(iv) of the Local Government Act 2002.
Feasibility
This option is feasible and would involve outsourcing to one or more external entities almost
all work currently performed by staff employed at ECan to deliver the service. Whilst some
management roles and institutional knowledge would need to the retained by ECan for
planning, commissioning, quality assurance and reporting purposes, technical and in-field
tasks would be delivered by the external agency/agencies.
There are several ways this could be achieved. There could be a single agency covering the
whole region, a number focusing on defined geographical sub-regions, or a number focused
on subject areas e.g. one for freshwater, another for air quality, another for biodiversity etc.
In some respects, it is an extension of the status quo, where some tasks are already
delivered by external science providers who carry expertise not in ECan.
Community views and preferences
Same as option 2.
Assessment of the effectiveness of this option
How would this option impact on:
(i) the achievement of the council’s objective(s) for the service
One of the benefits of delivery by another agency could be the introduction of business
disciplines and commercial tensions so that operational efficiency and effectiveness is
enhanced. Business processes are also often less complex and bureaucratic than those of a
council, making delivery faster and more efficient. In contrast, there is a risk that the agency
is less community focussed, with the ability of affected and interested people to influence the
delivery of the service diminished.
Given that science is a shared service, there are considerable risks that integration with the
rest of ECan is diminished, along with responsiveness of the service. This would impact on
the ability of ECan to discharge its statutory responsibilities in a timely or cost effective
fashion. Additionally, most external science providers would find it challenging to address
media enquiries in real-time, and co-ordinate data with the rest of ECan’s groups and
functions.
(ii) the use of, experience of, or benefit received by the users or beneficiaries of the service?
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Users of the service would see considerable change. Science advice and information would
need to be sought from an external agency rather than from in-house. This may increase
administrative/transaction costs to ECan users, and adversely impact on the integration of
science within other ECan activities.
Those beneficiaries of the service outside ECan may be unlikely to notice much change in
the service they receive. Depending upon the extent of any directive from the council to the
agency, consultation procedures and asset management practices could be changed by the
agency to streamline delivery. This could result in a downside for beneficiaries with the real
or perceived level of influence on the annual work programme diminishing if their views run
contrary to professional advice, and ultimately the decision of the agency.
Cost of the option
The monetary cost of this option could conceivably be on a par with the current cost of
delivery with in-house capability and resources, depending upon the structure of the contract
or contracts. However, no single agency is capable of delivering all the science requested,
and as such it would require multiple contracts with multiple contractors. There would also
need to be a retained in-house “smart buyer” capability at ECan to oversee the contractual
relationship with the providers, monitor the delivery of service and council objectives, and
provide reports to council on performance and achievement of value for money and costeffectiveness. This would probably render the option less cost-effective than the status quo,
given the costs of the additional bureaucracy necessary to provide assurance to council.
One of the rationales for another agency delivering the service might be operational
efficiencies. However, as a shared service which is closely integrated with other
programmes within the organisation, this option would considerably increase administration
and transaction costs faced by other areas of the organisation when commissioning and
accessing science information, and these transaction costs are likely to impact on the
integration of the service with other activities delivered by ECan. This creates uncertainty
about what efficiencies this approach would deliver.
Overall assessment of cost-effectiveness
There is a case for contracting some of the service to another or multiple agencies, and this
is current practice where ECan does not have the necessary capabilities or capacity inhouse. However, in the context of a shared service that needs to be integrated across an
organisation, full external provision of the service will likely result in a loss of ability for ECan
to understand the natural and physical resources of and across the region, and create risks
associated with a loss of integration and a reduction in priority alignment. These seem
unlikely to be offset by any improvements in operational cost-effectiveness.
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Name of the option: 6 – Governance and funding by joint committee or other shared
governance with delivery by a CCO wholly owned by Environment Canterbury.
This option corresponds to section 17A(4)(c) of the Local Government Act 2002.
Feasibility
This option is feasible under current law however there would need to be a process in line
with Part 6 of the Act to consider the costs and benefits of setting up the CCO, and of public
consultation to establish the views and preferences of affected people.
Given there would be shared governance and funding of the CCO, a high degree of joint
planning would be required and detailed discussions to ensure the objectives of establishing
the CCO are aligned and compatible. In its most practical form it would probably involve one
joint committee with members being a mix of ECan, territorial local authorities and other
relevant entities.
Community views and preferences
Same as option 2.
Assessment of the effectiveness of this option
How would this option impact on:
(i) the achievement of the council’s objective(s) for the service
One of the benefits promoted for CCOs is the introduction of business disciplines and
commercial tensions so that operational efficiency and effectiveness is enhanced. Business
processes are also often less complex and bureaucratic than those of a council, making
delivery faster and more efficient. In contrast, CCOs have been criticised for being less
community focussed, with the ability of affected and interested people to influence the
delivery of the service diminished. The CCO governance model with a joint committee could
potentially create misalignment with the councils own objectives for the service, and might
further remove it from responding to the needs of the community.
Given that science is a shared service, there are considerable risks that integration with the
rest of ECan is diminished, along with responsiveness of the service. This may impact on the
ability of ECan to discharge its statutory responsibilities in a timely or cost effective fashion.
(ii) the use of, experience of, or benefit received by the users or beneficiaries of the service?
Users of the service are likely to see considerable change. Science advice and information
would need to be sought from a CCO rather than from in-house. This may increase
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administrative/transaction costs to ECan users, and adversely impact on the integration of
science within other ECan activities.
Those beneficiaries of the service outside ECan may be unlikely to notice much change in
the service they receive. Depending upon the extent of any directive from the council to the
CCO, consultation procedures and asset management practices could be changed by the
CCO to streamline delivery. This could result in a downside for beneficiaries with the real or
perceived level of influence on the annual work programme diminishing if their views run
contrary to professional advice, and ultimately the decision of the CCO. This concern, which
is essentially a tension between community outcomes and commercial approaches to
delivery, should not be overstated; but it is a criticism that has been levelled at CCOs in the
past in New Zealand4.
Additionally, ECan has identified a need to further develop a shared understanding of the
needs of end users of the service, including communities. A CCO approach might not lend
itself well to this.
Cost of the option
The cost of governance would increase due to the special processes that the council would
have to introduce to manage the CCO outside of the established performance, audit and risk
management processes in place for the remainder of council activities. Costs to administer
the governance aspects of this option will be higher than the status quo due to the addition
of joint committees. Extra costs would include councillor time, executive time, administration
time and the time of finance team of reviewing financial information from the CCO finance
team, though this could be avoided by the ECan finance team providing this service to the
CCO. This would appear as an expense on the CCO balance sheet.
One of the rationales for establishing a CCO is operational efficiencies. However, as a
shared service which needs to be closely integrated with other programmes within the
organisation, this option would considerably increase administration and transaction costs
faced by other areas of the organisation when commissioning and accessing science
information, and these transaction costs are likely to impact on the integration of the service
with other activities delivered by ECan. This creates uncertainty about what efficiencies a
CCO approach would deliver.
Overall assessment of cost-effectiveness
There is no compelling case for creating a CCO to deliver the service. In the context of a
shared service that needs to be integrated across the organisation, the cost of creating and

4

Governance and Accountability of Council Controlled Organisations, Controller and Auditor General, 2015
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operating the CCO, as well as the risks associated with a loss of integration and a reduction
in priority alignment, seem unlikely to be compensated for in operational cost-effectiveness.
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Name of the option: 7 – Governance and funding by joint committee or other shared
governance with delivery by a CCO partly owned by Environment Canterbury and
partly owned by other parties.
This option corresponds to section 17A(4)(c) of the Local Government Act 2002.
Feasibility
This option is feasible under current law however there would need to be a process in line
with Part 6 of the Act to consider the costs and benefits of setting up the CCO, and of public
consultation to establish the views and preferences of affected people.
Given there would be shared governance, funding and ownership of the CCO, a high degree
of joint planning would be required and detailed discussions to ensure the objectives of
establishing the CCO are aligned and compatible. In its most practical form it would probably
involve one joint committee with members being a mix of ECan, territorial local authorities
and other relevant entities.
Community views and preferences
Same as option 2.
Assessment of the effectiveness of this option
How would this option impact on:
(i) the achievement of the council’s objective(s) for the service
As option 6.
(ii) the use of, experience of, or benefit received by the users or beneficiaries of the service?
As option 6.
Cost of the option
The cost of the option has the same aspects as noted in option 6 above.
In addition, a multiply owned CCO introduces additional complexity and cost since board
outputs (Statement of Intents, annual reports, interim reports) will go to multiple shareholders
in addition to the joint committee. There will be discussions between these entities and churn
in decision making, occupying resources otherwise dedicated to delivery.
Overall assessment of cost-effectiveness
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There is no compelling case for creating a CCO to deliver the service. In the context of a
shared service that needs to be integrated across the organisation, the cost of creating and
operating the CCO, as well as the risks associated with a loss of integration and a reduction
in priority alignment, seem unlikely to be compensated for in operational cost-effectiveness.
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Name of the option: 8 – Governance and funding by joint committee or other shared
governance with delivery by another local authority.
This option corresponds to section 17A(4)(c) of the Local Government Act 2002.
Feasibility
This option is feasible under current law. The most likely form that this option might take
would be the transfer of the science service to each territorial local authority on a
geographical basis. This would require each of Canterbury’s 10 territorial authorities to
deliver a science service, providing ECan with the information necessary to achieve
integrated management of the natural and physical resources of the region. These transfers
would necessarily require the agreement on both councils to the transfer, and is predicated
upon the assumption that the ‘receiving’ council has the requisite capability to effectively
deliver the service. For smaller councils, this might be unrealistic and result in reduced costeffectiveness.
Community views and preferences
There is no information on the views and preferences of affected people in direct relation to
this option. While some activities are public facing (e.g. providing data on river flow and
rainfall), there is likely to be low public awareness of how this service is provided.
Assessment of the effectiveness of this option
How would this option impact on:
(i) the achievement of the council’s objective(s) for the service
There would be no guarantee that the joint committee or other shared governance
arrangement would necessarily share the same objectives for the service as the council. The
dispersal of the delivery of the service to one or more other local authorities is likely to result
in a loss of capability to the region. The capability of ECan to deliver the service has been
developed over decades and it is unlikely this option would result in the council’s objectives
continuing to be achieved. There’s a considerable risk that dispersed delivery will result in
multiple district-specific understandings of natural and physical resources, while a regionalwide understanding will be lost.
Given that science is a shared service, there are considerable risks that integration with the
rest of ECan is diminished, along with responsiveness of the service. This may impact on the
ability of ECan to discharge its statutory responsibilities in a timely or cost effective fashion.
(ii) the use of, experience of, or benefit received by the users or beneficiaries of the service?
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Users of the service would see considerable change. Science advice and information would
need to be sought from multiple territorial authorities rather than from in-house. This may
increase administrative/transaction costs to ECan users, and adversely impact on the
integration of science within other ECan activities.
Cost of the option
Delivery costs are likely to rise under this option due to a loss of scale. Having multiple
authorities commissioning work and delivering the service will be less cost-effective due to
additional overhead costs and considerable duplication of resources between councils. It is
also very unlikely that 10 territorial authorities would be able to meet capability requirements
without needing to source external expertise on a regular basis. Costs to administer the
governance aspects of this option will be higher than the status quo due to the addition of
joint committees.
What’s more, as a shared service which needs to be closely integrated with other
programmes within the organisation, this option would considerably increase administration
and transaction costs faced by other areas of the organisation when commissioning and
accessing science information, and these transaction costs are likely to impact on the
integration of the service with other activities delivered by ECan. This creates uncertainty
about what efficiencies this approach would deliver.
Overall assessment of cost-effectiveness
There are unlikely to be any cost-effectiveness gains by pursuing this option. Dispersing the
service to one or more local authorities will likely create considerable cost inefficiencies. In
the context of a shared service that needs to be integrated across an organisation with a
regional focus, dispersal of the service to multiple district authorities will likely result in a loss
of ability for ECan to understand the natural and physical resources of and across the
region, and create cost inefficiencies through having a centrally located, expertise-based
service fragmented across Canterbury.
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Name of the option: 9 – Governance and funding by joint committee or other shared
governance with delivery by a person or agency not listed above.
This option corresponds to section 17A(4)(c) of the Local Government Act 2002.
Feasibility
This option is feasible and would involve outsourcing to one or more external entities almost
all work currently performed by staff employed at ECan to deliver the service. Whilst some
management roles and institutional knowledge would need to the retained by ECan for
planning, commissioning, quality assurance and reporting purposes, technical and in-field
tasks would be delivered by the external agency/agencies.
There are several ways this could be achieved. There could be a single agency covering the
whole region, a number focusing on defined geographical sub-regions, or a number focused
on subject areas e.g. one for freshwater, another for air quality, another for biodiversity etc.
In some respects, it is an extension of the status quo, where some tasks are already
delivered by external science providers who carry expertise not in ECan.
Community views and preferences
Same as option 2.
Assessment of the effectiveness of this option
How would this option impact on:
(i) the achievement of the council’s objective(s) for the service
One of the benefits of delivery by another agency could be the introduction of business
disciplines and commercial tensions so that operational efficiency and effectiveness is
enhanced. Business processes are also often less complex and bureaucratic than those of a
council, making delivery faster and more efficient. In contrast, there is a risk that the agency
is less community focussed, with the ability of affected and interested people to influence the
delivery of the service diminished. Also, there would be no guarantee that the joint
committee or other shared governance arrangement would necessarily share the same
objectives for the service as the council.
Given that science is a shared service, there are considerable risks that integration with the
rest of ECan is diminished, along with responsiveness of the service. This would impact on
the ability of ECan to discharge its statutory responsibilities in a timely or cost effective
fashion.
(ii) the use of, experience of, or benefit received by the users or beneficiaries of the service?
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Users of the service would see considerable change. Science advice and information would
need to be sought from an external agency rather than from in-house. This may increase
administrative/transaction costs to ECan users, and adversely impact on the integration of
science within other ECan activities.
Those beneficiaries of the service outside ECan may be unlikely to notice much change in
the service they receive. Depending upon the extent of any directive from the council to the
agency, consultation procedures and asset management practices could be changed by
agency to streamline delivery. This could result in a downside for beneficiaries with the real
or perceived level of influence on the annual work programme diminishing if their views run
contrary to professional advice, and ultimately the decision of the agency.
Cost of the option
The monetary cost of this option could conceivably be on a par with the current cost of
delivery with in-house capability and resources, depending upon the structure of the contract
or contracts. However, there would need to be a retained in-house “smart buyer” capability
at ECan to oversee the contractual relationship with the provider, monitor the delivery of
service and council objectives, and provide reports to council on performance and
achievement of value for money and cost-effectiveness. Costs to administer the governance
aspects of this option will be higher than the status quo due to the addition of joint
committees. This would probably render the option less cost-effective than the status quo,
given the costs of the additional bureaucracy necessary to provide assurance to council.
One of the rationales for another agency delivering the service might be operational
efficiencies. However, as a shared service which is closely integrated with other
programmes within the organisation, this option would considerably increase administration
and transaction costs faced by other areas of the organisation when commissioning and
accessing science information, and these transaction costs are likely to impact on the
integration of the service with other activities delivered by ECan. This creates uncertainty
about what efficiencies this approach would deliver.
Overall assessment of cost-effectiveness
Due to increased governance and monitoring costs, and the complexities that joint
committees would introduce (including risks associated with objective setting), there is
limited rationale for having this service delivered through a joint governance and funding
approach. There is a case for contracting some of the service to another or multiple
agencies, and this is current practice where ECan does not have the necessary capabilities
or capacity in-house. However, in the context of a shared service that needs to be integrated
across an organisation, full external provision of the service will likely result in a loss of ability
for ECan to understand the natural and physical resources of and across the region, and
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create risks associated with a loss of integration and a reduction in priority alignment. These
seem unlikely to be offset by any improvements in operational cost-effectiveness.
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7. Public Excluded
Performance, Audit and Risk
Committee (PARC) Report
Meeting Date

6 July 2017

Author

Vivienne Ong
Senior Administration Officer
Catherine Schache
General Counsel

Endorsed by

Meeting with the public excluded
That the public be excluded from the following part of the proceedings of this meeting, namely:
1.
2.
3.

Internal Audit Report: Grants aligned with our strategic priorities
Risk Standing Report - 6 July 2017
Tag-On Tag-Off Update

The general subject of the matters 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
1.

2.
3.

Internal Audit Report: Grants
aligned with our strategic
priorities
Risk Standing Report - 6
July 2017
Tag-On Tag-Off Update

Reason for passing this resolution
in relation to each matter
That good reason exists for not
discussing the matter with the public
present and is not outweighed by the
public interest.

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

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:
1, 2 & 3

Enable the Council holding the information to carry on, without prejudice or
disadvantage, negotiations (including commercial and industrial negotiations) – Section
7(2)(i)

That appropriate officers remain to provide advice to the Committee.
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8. Notices of Motion
9. Extraordinary and Urgent Business
10. Questions
11. Next Meeting
12. Closure
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