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The primary purpose of the Audit and Risk Commi�ee is to:
• Review the quarterly ﬁnancial and non-ﬁnancial reports of the Council;
• Oversee the rela�onship between the Council and its external auditor;
• Consider the Audit Management Report undertaken for the Annual Report and Long
Term Plan and monitor progress against that;
• Receive and consider reports on the Council’s internal and external borrowing;
• Provide oversight and monitoring of the Council’s risk management framework;
• Provide oversight and monitoring of Council’s Long Term Investment Fund; and
• Oversee the rela�onship with the Council’s Investment Advisors and Fund Managers.
The Audit and Risk Commi�ee is made up of the Mayor, an external member, four councillors
and an Iwi representa�ve.
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Audit and Risk Committee
Monday 23 November 2020 at 11.00 am

1.

Matakore / Apologies

2.

Whakatakoto Kaupapa Whānui, Whakaaturanga hoki / Open Forum and
Presentations

3.

Whakaaetia ngā Menīti / Confirmation of Minutes
3.1

4.

Pūrongo / Reports
4.1
4.2
4.3

5.

Mercer’s Quarterly Investment Monitoring Report – LTIF ............................................... Page 68
Quarterly Financial Report - 30 September 2020 ............................................................. Page 89
Outstanding Debtors Report – 30 September 2020 ....................................................... Page 188
COVID-19 Update ............................................................................................................ Page 191
2021-2031 Long Term Plan Update ................................................................................ Page 196
Audit and Risk Committee Work Plan ............................................................................. Page 199

Ngā Take Putaina / Matters Arising
6.1

7.

Investment Policy Review.................................................................................................. Page 12
Insurance Framework – Guidelines and Policy ................................................................. Page 23
Statement of Investment Policy and Objectives (SIPO) Report........................................ Page 36

Pūrongo-Whakamārama / Information Reports
5.1
5.2
5.3
5.4
5.5
5.6

6.

Audit and Risk Committee held on 12 October 2020 ......................................................... Page 6

List printed on 18 November 2020 ................................................................................ Page 201

Ngā take kia noho tῡmatanui kore / Reasons to Exclude the Public
7.1
7.2
7.3
7.4

Confirmation of Minutes 12 October 2020 .................................................................... Page 203
Presentation – Harbour Investment
Mercer’s Quarterly Investment Monitoring Report – LTIF ............................................. Page 206
Committee Discussion (without Council officers)

Next Meeting Date: Wednesday 10 February 2021 – Council Chamber, Albion Street, Hāwera
Elected Members’ Deadline: Wednesday 27 January 2021
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Matakore
Apologies

Leave of Absence: The Council may grant a member leave of absence following an
application from that member. Leave of absences will be held in the Public Excluded section
of the meeting.

4
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Whakatakoto Kaupapa Whānui, Whakaaturanga hoki

Open Forum and Presentations

The Council has set aside time for members of the public to speak in the public forum at the
commencement of each Council, Committee and Community Board meeting (up to 10 minutes per
person/organisation) when these meetings are open to the public. Permission of the Mayor or
Chairperson is required for any person wishing to speak at the public forum.
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Ngā Menīti Komiti
Committee Minutes
To

Audit and Risk Committee

Date

23 November 2020

Subject

Audit and Risk Committee – 12 October 2020
(This report shall not be construed as policy until adopted by full Council)

Whakarāpopoto Kāhui Kahika / Execu ve Summary
1.

The Audit and Risk Committee met on 12 October 2020. The Council were asked to receive
the Audit and Risk Committee minutes from 12 October 2020 for their information.

2.

There were no recommendations confirmed by the Audit and Risk Committee for the
Council to approve.

Taunakitanga / Recommenda on(s)
THAT the Audit and Risk Committee adopt the minutes of their meeting held on 12 October 2020
as a true and correct record.

1
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Menīti
Minutes
Ngā Menīti take o te Komiti Arotake me te Haumaru
Audit and Risk Committee Meeting

Council Chambers, Albion Street, Hāwera on Monday 12 October 2020 at 1.01 pm

Kanohi Kitea / Present:

Ngā Taenga-Ā-Tinana
/ In Attendance:

Matakore / Apologies:

Mr Ian Armstrong (Chairperson), Mayor Phil Nixon, Councillors Andy
Beccard, Gary Brown, Jack Rangiwahia arrived 1.13pm, Chris Young
and Te Aroha Hohaia (Iwi Representative).

Waid Crockett (Chief Executive), Marianne Archibald (Group
Manager Corporate Services), Vipul Mehta (Chief Financial
Officer), Ahmed Mohamed (Risk and Internal Audit Manager),
Jill Manaia (Health and Safety Advisor) and Darleena Christie
(Governance and Support Team Leader).
Jack Rangiwahia for lateness.

RESOLUTION
51/20 AR

(Cr Young/Cr Brown)

THAT the apology from Councillor Rangiwahia for lateness be received.
CARRIED

1.

Whakaaetia ngā Menīti / Confirmation of Minutes
1.1

Audit and Risk Committee 19 August 2020

It was requested that the heading Executive Summary be changed to Executive Update.
Mr Crockett commented that the Executive Summary was an update of the activity that had
occurred following the last meeting and further detail about how the Council came to that
decision.
Councillor Beccard referred to the recommendation on page 11, a) Approve Mercer’s reducing
the net real return target to 4.0% per annum, he asked that the word reducing be changed to
maintain. He referred to the amendment to motion and asked that the word Lost be changed
to Lapsed.
RESOLUTION
52/20 AR

(Mrs Hohaia/Cr Young)

THAT the Audit and Risk Committee

a)

Adopt the minutes of their meeting held on 19 August 2020 as a true and correct
record;

b)

Notes the amendment of recommendation 43/20 AR.
CARRIED
45
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2.

Pūrongo / Report
2.1

Investment Policy Review

This report seeks the Audit and Risk Committee’s (ARC) consideration of the amendments
highlighted in the Investment Policy. The report will then be presented to the Council for
final approval.
Mr Crockett commented that prior to the meeting several questions regarding the
Investment Policy (the Policy) were raised by the Chair. He suggested that the report be
referred to the next Audit and Risk Committee (the Committee) meeting. The extended
time would allow Council officers to incorporate the suggested amendments and/or other
comments from the Committee.
The points referred to for further work were:
 Page 18 – General Policy – ensure that the Policy was consistent with the first
paragraph to include the appropriate level of risk and/or create a link in the Policy to
the risk management framework.
 Page 19 – first paragraph following the bullet points, change the wording “… all
investments held should be low risk”, to read “… all investments held are in line with
Council’s risk appetite”. This would refer any investments back to the Council’s risk
appetite from a financial point of view, rather than going straight into low risk,
otherwise there would need to be some criteria added around what risk actually
means.
 Page 21 – Forestry Investments – ensure that the wording was not too prescriptive in
the Policy. Remove the sentence “Using one billion trees co-funding, afforestation on
Council land ... … … and annual maintenance and cutting costs”. The sentences did not
add any value to the Policy.
 Page 22 – Internal Borrowing – third paragraph “... Internal borrowing will be
restricted to 30% of the principal value at the commencement of the LTIF”.
Mr Crockett asked whether that was the commencement of when the LTIF was setup.
Mr Mehta responded that it could be changed and suggested it be revisited.
 Page 22 – Acquisition and Disposal Investments – “The authority to acquire Treasury
Financial Investments is delegated to the Chief Financial Officer”. It was noted that
there were checks and balances in place with other financial delegations. Mr Mehta
advised that the Policy was outside of the LTIF as there was a separate policy for LTIF.
It was noted that the policy was in line with other Council policies.
RESOLUTION
53/20 AR

(Mayor Nixon/Cr Beccard)

THAT the Audit and Risk Committee defer the Investment Policy Review report to the
next Audit and Risk Committee meeting on 23 November 2020.
CARRIED

3.

Pūrongo-Whakamārama / Information Reports
3.1

Health and Safety Report (1 July – 30 September 2020)

Councillor Jack Rangiwahia arrived at 1.13 pm.

46
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The report presented information to the Committee on the Council’s health and safety
performance and whether any actions were taken to meet the requirements of the Health
and Safety at Work Act.
Mrs Manaia advised that the report was being reviewed. She referred to the Health and
Safety Strategy (the Strategy) 2020-2023 and went through the key activities that were
being worked on, for example; aligning the key pillars from the SafePlus Audit into the
Strategy. Work was underway on the health and safety work plan and schedule which
would result in different activities to those currently seen in the schedule. The changes
would be presented to the Senior Leadership Team (SLT) and then the Committee. She
asked that feedback be provided on the report and the metrics that the Committee would
like to see as these had been in place for some time.
The Chairman suggested that given Mrs Manaia’s experience, she create a list of
suggestions to the Committee on information to be included in the report. He noted that
it would be helpful to have some visibility around the activities with risk.
In response to what the due date was for the permit to work on page 31, Mrs Manaia
responded that it was outstanding. She was reviewing the previous work plan where the
status of some items had slipped by a few months. A full review was undertaken and the
permit to work was captured, mainly around water treatment and wastewater.
In response to how the Council was going to deal with the potential legislation changes
going forward with drug impairment, Mrs Manaia advised that it was a nationwide
question. They were investigating having the NZ Drug and Protection Agency present to
SLT about the implications of the legislation change if the referendum had a positive
result. It would be non-binding at this stage depending on which party was elected.
RESOLUTION
54/20 AR

(Cr Brown/Cr Young)

THAT the Audit and Risk Committee receives the Health and Safety Report (1 July –
30 September 2020).
The Health and Safety Advisor left the meeting at 1.21 pm.
3.2

CARRIED

Audit and Risk Committee Work Plan

The Audit and Risk Committee’s work plan for 2020/2021 was attached for the Committee
to review.
RESOLUTION
55/20 AR

(Cr Beccard/Cr Young)

THAT the Audit and Risk Committee receives the workplan for the period 2020/2021.
CARRIED

47
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4.

Ngā Take Putaina / Matters Arising
4.1

Procurement and Contract Management

Ms Archibald advised that there was a project manager and a framework in place. The
framework document provided different links to templates and workflows. The
outstanding recommendations from Audit NZ were old, the in-depth review and
implementation of these was still ongoing. The historical information and data were being
tidied up and SLT were reviewing significant contracts that were due.
Mr Crockett provided background on the procurement and contract management which
had been on the matters arising for some time. He noted that the Council wanted to get
the project management framework in place first and this was implemented in the capital
works infrastructure area. The idea was then to roll this out across other parts of the
organisation so components of the project management framework could be used for
internal projects and/or other projects. He suggested a report be presented on
procurement and contract management with outstanding items from the Audit NZ
recommendations. He commented that information might be available for the Committee
meeting in February 2021.
Mayor Nixon referred to the local content as there had been discussion around this at
various times. Due to COVID-19 recovery he would like to see more encompassed in the
policy, for example; opportunities for apprenticeships.
Mrs Hohaia asked what thought had been given to the social benefits in procurement and
having that included in the Project Management Framework. Ms Archibald responded
that through the COVID-19 Recovery Programme the Council looked at how it promoted
local procurement for projects, with either money that the Council was spending or from
government funding. The challenge was finding local contractors that were able to do the
bigger project work in the District. While the intention was good the benefits might not
be as large as the Council had wanted. An event was held on the Te Ramanui o
Ruapῡtahanga build where local contractors were invited to see the project in broad
terms and local people were encouraged to get involved in joint contracting situations.
In response to whether social benefits considered projects where a portion of the
workforce was from South Taranaki or there was an expectation that the artwork was
from artists who had an affiliation with Taranaki. Ms Archibald advised that those were
the kinds of things that were thought about, especially with Te Ramanui o Ruapῡtahanga,
for example; there was a contractor who had a number of their employees living in South
Taranaki. Another aspect under review was how environmental sustainability was
considered in contracts and procurement.

5.

Nga Tōkeketanga kia noho tῡmatanui kore / Resolution to Exclude the
Public
RESOLUTION

56/20 AR

(Mayor Nixon/Cr Rangiwahia)

THAT the public be excluded from the following parts of the proceedings of this meeting,
namely:

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

Reason for passing this
resolution in relation to
each matter

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

Good reason to withhold
exists under Section 7.

That the public conduct of the
relevant
part
of
the
proceedings of the meeting
would be likely to result in the
disclosure of information for
which good reason for
withholding exists.
Section 48(1)(a)

1. Confirmation of Minutes
19 August 2020
2. Internal Audit Function
Report
3. Risk Management
Quarterly Status Report
4. Committee Discussion

This resolution is made in reliance on sections 48(1)(a) of the Local Government Official
Information and Meetings Act 1987 and the particular interest or interests protected by
section 7 of that Act, which would be prejudiced by the holding of the relevant part of the
proceedings of the meeting in public are as follows:
Item No

Interest

1

Enable any local authority holding the information to carry on,
without prejudice
or disadvantage, negotiations (including
commercial and industrial negotiations) (Schedule 7(2)(i)).

2, 3, 4

Maintain the effective conduct of public affairs through the protection
of members or officers or employees of the Council, and persons to
whom Section 2(5) of the Local Government Official Information and
Meetings Act 1987 applies in the course of their duty, from improper
pressure or harassment (Schedule 7(2)(f)(ii)).

CARRIED

6

Resume Open Meeting
RESOLUTION

60/20 AR

(Cr Brown/Cr Young)

THAT the Audit and Risk Committee resumes in open meeting.
CARRIED
The meeting concluded at 2.15 pm
Dated this

day of

2020

………………………………….
CHAIRPERSON
49
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Pūrongo
Report
To

Audit and Risk Committee

From

Kaihautū Pūtea / Chief Financial Officer, Vipul Mehta

Date

23 November 2020

Subject

Investment Policy Review
(This report shall not be construed as policy until adopted by full Council)

Whakarāpopoto Kāhui Kahika / Execu ve Summary
1.

The Council recently undertook a review of its Investment Policy with Mercer and
PricewaterhouseCoopers (PwC) and as a result of the review and feedback from the Audit
and Risk Committee (ARC) there are some minor changes to the Council’s current
Investment Policy.

2.

This report seeks the ARC’s consideration of the amendments highlighted in the Investment
Policy. The report will then be presented to the Council for final approval.

3.

Council officers undertook further analysis with Mercer and PwC and support the initial
recommendation with the suggested policy limits.

4.

The Investment Policy was last reviewed as part of the Long Term Plan 2018-28.

Taunakitanga / Recommenda on(s)
THAT the Audit and Risk Committee recommends that the Council approve the following
amendments to the Investment Policy:
a)

Inclusion of a policy framework for the borrowing activity to the Council Controlled
Organisations (CCOs), (including Council Controlled Trading Organisations (CCTOs));

b)

Changes to the approved limits to align with the Council’s Liability Management Policy.

Kupu Whakamārama / Background
5.

The Council recently undertook a review of the Council’s Investment Policy (Policy) with
Mercer, PwC and the Audit and Risk Committee, which resulted in some proposed changes
to the Policy.

6.

The review proposes some changes to the wording and to the approved limit for TSB Bank.
The other changes are mainly to bring the Investment Policy in line with the sector and to
include changes to the Local Government Funding agency (LGFA).
1
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7.

This report was submitted to the ARC meeting on 12 October together with the draft policy.
The ARC raised some questions regarding the policy and requested Council officers to
incorporate the suggested amendments and/or other comments from the Committee.
The points referred to for further work were;









Page 18 – General Policy – ensure that the Policy was consistent with the first
paragraph to include the appropriate level of risk and/or create a link in the Policy to
the risk management framework.
Page 19 – first paragraph following the bullet points, change the wording “… all
investments held should be low risk”, to read “… all investments held are in line with
Council’s risk appetite”. This would refer any investments back to the Council’s risk
appetite from a financial point of view, rather than going straight into low risk,
otherwise there would need to be some criteria added around what risk actually
means.
Page 21 – Forestry Investments – ensure that the wording was not too prescriptive in
the Policy. Remove the sentence “Using one billion trees co-funding, afforestation on
Council land ... … … and annual maintenance and cutting costs”. The sentences did not
add any value to the Policy.
Page 22 – Internal Borrowing – third paragraph “... Internal borrowing will be restricted
to 30% of the principal value at the commencement of the LTIF”. Mr Crockett asked
whether that was the commencement of when the LTIF was setup. Mr Mehta
responded that it could be changed and suggested it be revisited.
Page 22 – Acquisition and Disposal Investments – “The authority to acquire Treasury
Financial Investments is delegated to the Chief Financial Officer”. It was noted that
there were checks and balances in place with other financial delegations. Mr Mehta
advised that the Policy was outside of the LTIF as there was a separate policy for LTIF.
It was noted that the policy was in line with other Council policies.

The changes are included within the amended policy.

Ngā Kōwhiringa / Options – Identification and analysis
Option 1 – Status Quo
8.

If the recommendations from Mercer and PwC are not included in the Investment Policy,
potential CCOs or CCTOs will not qualify for borrowings from the LGFA through the Council.
A result of not approving other changes to the Investment Policy would see it being
inconsistent with the sector.

Option 2 – Approve amendments to the Investment Policy
9.

By approving changes to the Investment Policy, Council’s Policy will be in line with the sector
and the LGFA.

Whaiwhakaaro me ngā aromatawai / Considerations and Assessments
Assessment of Significance and Engagement
10.

The Investment Policy is considered to be of low significance.
2
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Criteria
Degree

LOS
Decision
Financial

Reversible
11.

Measure
The number of residents and ratepayers affected
and the degree to which they are affected by the
decision or proposal.
The achievement of, or ability to achieve, the
Council’s stated levels of service as set out in the
Long Term Plan 2018-2028.
Whether this type of decision, proposal or issue
has a history of generating wide public interest
within South Taranaki.
The impact of the decision or proposal on the
Council’s overall budget or included in an approved
Long Term Plan and its ability to carry out its
existing or proposed functions and activities now
and in the future.
The degree to which the decision or proposal is
reversible.

Assessment
Low

Low
Low – not an issue which is
anticipated to cause wide
public interest.
Low

Low

The level to which the Council will engage will align with the significance of the decision to
be made and will be to ‘Inform’ as shown below:
Level
Inform

Goal
To provide the public with balanced and objective
information to assist them in understanding the
problems, alternatives, opportunities and/or
solutions.

Outcome
Provide notice of the
amended Policy via public
notification via minutes
published on the website.
Formal consideration will
be undertaken as part of
the 2021-2031 Long Term
Plan process.

Legislative Considerations
12.

The Investment Policy is considered under section 102 of the Local Government Act 2002.
The proposed changes are consistent with the Local Government Act 2002.

Financial/Budget Considerations
13.

The proposed changes to the Investment Policy have no or minor impact on operating
budgets.

Consistency with Plans/Policies/Community Outcomes
14.

This proposal is consistent with all Council policies, plans and strategies. The Policy covers
investments separate from the Council’s Long Term Investment Fund.

Impact on Māori/Iwi
15.

The impact of this proposal will be positive for Māori, Iwi and the rest of the South Taranaki
Community.
3

14

Audit and Risk Committee - Report

Affected Parties Consultation
16.

In relation to the proposal, it is considered that consultation with the public is not required.
It is proposed to inform via public notification through minutes published on the website.
The Investment Policy will form part of the 2021-2031 Long Term Plan and formal
consultation will be undertaken in April 2021 as part of that process.

Whakakapia / Conclusion
17.

The proposed changes to the Council’s Investment Policy will result in the Policy being
consistent with the sector and it will provide more flexibility for Council.

[Seen by]
Marianne Archibald

Vipul Mehta

Kaihautū Pūtea /
Chief Financial Officer

Kaiarataki Tōpūranga /
Group Manager Corporate Services

Attachments to this report for your reference:
Appendix I – Investment Policy (tracked changes)

4
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Investment Policy
General Policy

The Council recognises its fiduciary responsibility as a public authority. and any investments that it
holds and that delivery of Council services is impacted by the amount of funding Council may receive.
Council must ensure that its financial position is not eroded and must maintain strong governance
oversight of its strategic investments.
Council will continue to manage its investments in line with this Investment Policy (Policy) and
Council’s Risk Management Framework. Council has a low appetite for risks that negatively impact on
Council’s core financial business and accepts a moderate risk for commercial opportunities, as
identified in the Council’s Risk Management Framework.
should be at an appropriate level of risk, giving preference to conservative investment policies and
avoiding speculative investments. The Council is a risk adverse entity and does not wish to incur
additional risk from its treasury activities.
Section 102 of the Local Government Act 2002 (the “Act”) requires the Council to adopt an Investment
Policy (the “Policy”). Section 105 of the Act outlines the contents of the Council’s policies in respect of
investments, including –
•
•
•
•

The mix of investments; and
The acquisition of new investments; and
An outline of the procedures by which investments are managed and reported on to the local
authority; and
An outline of how risks associated with investments are assessed and managed

The Council recognises its custodial responsibility and reviews the performance and purpose of all
investments on an annual basis. The Finance Manager Chief Financial Officer reports on all
investments to the Council quarterly.
In its investment activities the Council is guided by the Trustee Act 2019 (effective from 30 January
2021). of 1956. When acting as a trustee or investing money on behalf of others, the Trustee Act
highlights that trustees have a duty to invest prudently and that they shall exercise care, diligence and
skill that a prudent person of business would exercise in managing the affairs of others.

Investments

The Council may hold investments including equity, forestry, property, internal loans and other
treasury financial investments (excluding digital currency). These investments do not form part of the
Long Term Investment Fund.
and thisThe following Policy excludes management of the Long Term Investment Fund which is
monitored and reviewed under a separate Council approved Statement of Investment Policy and
Objectives.
The Council generally holds investments for strategic reasons where there is some community, social,
physical or economic benefit accruing from the investment activity. Generating a commercial return
on strategic investments is considered a secondary objective. Investments and associated risks are
monitored and managed, and regularly reported to the Council. Specific purposes for maintaining
investments include:
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•
•
•
•
•
•
•
•
•

For strategic purposes consistent with the Council's LTP
To reduce the current ratepayer burden
For Tthe retention of vested land
To hHolding short term investments for working capital requirements
To Hholding investments that are necessary to carry out Council operations consistent with
Annual Plans, to implement strategic initiatives, or to support inter-generational allocations
To Hholding assets for commercial returns
To Pprovide ready cash in the event of a natural disaster,. tThe use of which is intended to bridge
the gap between the disaster and the reinstatement of normal income streams and assets
(liquidity buffer).
To iInvest amounts allocated to accumulated surplus, the Council created through restricted
reserves and general reserves.
To iInvest proceeds from the sale of assets.

The Council recognises that as a responsible public authority, all investments held, should be low risk.
The Council also recognises that low risk investments generally mean lower returns.
The Council will keep under review its approach to all major investments and the credit rating of
approved financial institutions. The Council will review its policies on holding investments at least once
every three years.
Long Term Investment Fund (LTIF)
The LTIF is managed in line with a separate Statement of Investment Policy and Objectives (SIPO)
document. External fund managers arewill be appointed to operatein the knowledge of and operate
the portfolio according to, the investment guidelines outlined in the SIPO.
The Council iswill be responsible for the following:
•
•
•
•
•
•
•

Setting the Fund’s Investment Strategy, including the level of risk and investment performance
objectives, and investment policies after taking advice from the Investment Consultants.
Determining the appropriate number of investment managers, and selecting and changing those
managers as appropriate after having taken advice from the Investment Consultant.
Monitoring the performance of the investment managers compared tovs. Mmarket indices and
similar funds, using reporting, and after advice from, the Investment Consultants.
Reviewing the SIPO annually, including the Investment Strategy, policies, and manager
configuration, and instructions to the mManagers and the Investment Consultant.
Ensuring that the level of redemptions from the Fund is consistent with the Fund’s objective to
maintain equity, in terms of amounts available for distribution, between present and future
generations.
Providing cash flow information to the Investment Consultant with respect to future deposits and
redemptions.
Appointing the Investment Consultant.

Financial instruments and credit restrictions for funds under management in the LTIF are separate to
that within thise Investment Policy and are set out in the as per the Council approved SIPO.
Objectives
In its financial investment activity, the Council’s primary investment objective when investing is the
protection of its investment capital. and that a prudent approach to risk/return is always applied
within the confines of this Policy. Accordingly, only approved creditworthy counterparties are
acceptable. The Council will act effectively and appropriately to:
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•
•
•

Protect the Council’s investments.
Ensure the investments benefit the Council’s ratepayers.
Maintain a prudent level of liquidity and flexibility to meet both planned and reasonable
unforeseen cash requirements.

Equity Investments:
Equity Investments involve the Council holding common stock (ordinary shares) in companies
including investments held in CCO/CCTO and other shareholdings. The ownership of equity
investments usually involves the receipt of dividends (or a proportionate share of the profits). Equity
investments can be sold at any time at a market price. Approval of the Council (and public consultation
where appropriate) is required to purchase or dispose of any significant parcels of equity holdings. All
income from the Council’s equity investments, including dividends, is included in general revenue. The
Council reviews performance of these investments on a regular basis.
Borrowing mechanisms to council controlled organisations and council controlled trading
organisations
To better achieve its strategic and commercial objectives, Council may provide financial support in the
form of debt funding directly or indirectly to CCO/CCTO’s.
Guarantees of financial indebtedness to CCTOs are prohibited, but financial support may be provided
by subscribing for shares as called or uncalled capital.
Any lending arrangement (direct or indirect) to a CCO or CCTO must be approved by Council. In
recommending an arrangement for approval the Chief Financial Officer considers the following:








The Ccredit risk profile of the borrowing entity, and the ability to repay interest and principal
amount outstanding on due date.
The Iimpact on Council’s credit standing and rating, debt cap amount (where applied), lending
covenants with the LGFA and other lenders, and Council’s future borrowing capacity.
The form and quality of security arrangements provided.
The lending rate, given factors such as; CCO or CCTO credit profile, external Council borrowing
rates, borrower note and liquidity buffer requirements, term etc. and term.
Lending arrangements to the CCO or CCTO must be documented on a commercial arms’ length
basis. A term sheet, including matters such as borrowing costs, interest payment dates, principal
payment dates, security and expiry date is agreed between the parties.
Accounting and taxation impacts of on-lending arrangements.
Lending arrangements to the CCO or CCTO must be documented on a commercial arms’ length
basis. A term sheet, including matters such as borrowing costs, interest payment dates, principal
payment dates, security and expiry date must be agreed between the parties.

All lending arrangements must be executed under legal documentation (e.g. loan, guarantee)
reviewed by Council’s independent legal counsel and approved by Council.
New Zealand Local Government Funding Agency Limited:
The Council may invest in shares and other financial instruments of the New Zealand Local
Government Funding Agency (LGFA), and may borrow to fund that investment.
The Council’s objective in making any such investment will be to:
a)
b)

Obtain a return on the investment; and
Ensure that the LGFA has sufficient capital to remain viable, meaning that it continues as a source
of debt funding for the Council.
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Because of these dual objectives, the Council may invest in LGFA shares in circumstances in which the
return on that investment is potentially lower than the return it could achieve with alternative
investments. If required in connection with the investment, the Council may also subscribe for
uncalled capital in the LGFA. Approved LGFA investments include commercial paper (CP)/bills, secured
bonds or borrower notes.
Forestry Investments:
The Council has a minor investment in forestry through the Wanganui Forestry Committee. The
Council is considering creating a long-term forestry investment in the NZ Emmissions Trading Scheme
using carbon credits sequested from planting mixed native forests on Council land throught the
district. Using One Billion Trees co-funding, afforestation on Council land will be increased year-onyear by 2 hectares per annum. Medium to large scale afforestation or reforestation proejcts in South
tTaranaki will result in numerous measurable benefit for ratepayers. Forestry plantation assets are
held on the basis of the net present value of future cashflows, factoring in projected market prices
and annual maintenance and cutting costs. The Council will monitors its forestry investment with
regular reporting to the Audit & Risk Committeefrom the Forestry Committee, including annual
audited financial and carbon credit statements. Any purchase or disposal of these investments
requires Council approval.
Property Investments:
Property investments incorporating include land, buildings, a portfolio of ground leases and land held
for development.
The Council’s overall objective is to only own property that is necessary to achieve its strategic
objectives. As a general rule, the Council will not maintain a property investment where it is not
essential to the delivery of relevant services, and property is only retained where it relates to a primary
output of the Council. The Council reviews property ownership through assessing the benefits of
continued ownership in comparison to other arrangements which could deliver the same results.
This assessment is based on the most financially viable method of achieving the delivery of Council
services. The Council generally follows similar assessment criteria in relation to new property
investments. Any purchase or disposal of these investments requires Council approval.
Treasury Financial Investments:
Treasury financial investments for cash/liquidity management purposes, involve the Council acquiring
financial products, such as bank call and term deposits, bank registered certificates of deposits (RCD),
and bank bills of terms no greater than three months. The Council maintains financial investments for
the following primary reasons:
•
•

To invest surplus funds from its normal business activities; and
To invest funds allocated for specific future expenditure, strategic initiatives or to support
intergenerational allocations.

The Council’s primary objective is to preserve the capital value of investments. Accordingly,
investment is restricted to creditworthy institutions (counter parties) that must have a minimum
short-term credit rating of A-1 and a long-term credit rating of A from Standard & Poors (or equivalent)
(see the Counterparty Exposure Limits in the Appendix). Within its credit constraints contained above
the Council seeks to:
•
•
•
•

Protect its capital investment
Ensure investments are liquid
Diversify the mix of financial investments
Optimise investment return with Policy within IP parameters
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•

Manage potential capital losses due to interest rate movements, for example, if investments need
to be liquidated before maturity

The following principles capture the objectives outlined above and form the key assumptions of the
operating parameters contained in Counterparty Exposure Limits:
•
•
•

Credit risk is minimised by placing maximum limits for each broad class of non-government issuer
and by limiting investments to the LGFA, and registered banks within prescribed limits.
Liquidity risk is minimised by managing maturity terms to future expenditure requirements and
ensuring that all investments are capable of being liquidated. Treasury Investments are restricted
to a term of no more than three months.
The Council’s Treasury Financial Investments are structured to provide sufficient funds to meet
the Council’s cash flow and capital expenditure obligations as they fall due.

The Council reviews performance of these investments on a regular basis. Counterparty limits for
cash/liquidity management are set out in Appendix 1. These risks are managed in accordance with the
Investment Policy.
Approved financial instruments are as follows:
Category

Instrument
Bank deposits

Investments

Bank certificates of deposit (RCDs)
LGFA securities and borrower notes

Internal Borrowing

The Council has the ability to fund internally by way of borrowing from the LTIF, and through the
available availability of unrestricted reserve funds managed in accordance withby tthe Council’s
Investment Policy.
Borrowing from the LTIF iswill be restricted to cash assets within the LTIF or funds which are due to
be transferred to the LTIF, for example, the sale of assets. The decision to utilise funds for internal
borrowing will be made by the treasury function based on a cost/benefit analysis of expected returns
on the investment versus costs of borrowing and the liquidity position of the Council.
The interest cost will be set with reference to margins on external borrowing. Internal borrowing will
be restricted to 30% of the currentprincipal value at the commencement of the LTIF (capped to a
maximum internal borrowing of $39m).
Actual rates of interest charged for internal borrowing will be approved as part of the Long Term Plan
process and charged annually in arrears at the weighted average cost of external borrowing (including
credit margin and other related costs).

Acquisition and Disposal Investments

With the exception of Treasury Financial Investments, new investments are acquired if an opportunity
arises and approval is given by the Council, based on advice and recommendations from Council
officers. Before approving any new investments, the Council must give gives due consideration to the
contribution the investment will make in fulfilling the Council’s strategic objectives, and the financial
risks of owning the investment. The authority to acquire Treasury Financial Investments is delegated
to the Finance ManagerChief Financial Officer. r.
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Proceeds from the sale of assets or investments will, in the first instance, be used to repay outstanding
borrowings unless otherwise specifically authorised by the Council or as required by legislation.

Transaction and Holding Arrangements

General investments are normally held to maturity date. Where investments are liquidated prior to
maturity, approval is obtained from the Chief Executive.
All deliverable or bearer certificates of investments (e.g. bank bills) are held with the Council’s dealing
bank. The LGFA instruments are managed through various Registries. The Council receives notice of
the stocks transferred into its name from those Registries.

Cash Management

Cash management relating to general investments is in accordance with the Liability Management
Policy and Investment Policy. The Council’s investments are managed on a regular basis, with sufficient
minimum immediate cash reserves and a cash buffer maintained. The daily cash position is monitored
and managed through the Daily Cash Position Report, and long-term cashflow through the annual
Cashflow Forecast. To maintain liquidity, the Council’s investment maturities are matched with the
Council’s known cash flow requirements.

Reporting Procedures

The performance of Council investments is regularly reviewed to ensure the Council’s strategic
objectives are being met. Both performance and policy compliance are reviewed through regular
reporting to the Council. Reporting of the LTIF to the Council is managed in accordance to the SIPO.

Departures from Policy

The Council may, in its discretion, depart from the Investment Policyies where it considers that the
departure would advance its broader social or other policy objectives. Any resolution authorising an
investment under this provision shall note that it departs from the Council’s policy and the reasons
justifying that departure.
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Appendix I: Limits
Counterparty Exposure Limits
The Council minimises its credit exposure by:





Transacting with entities that have a short-term and long-term credit rating from Standard &
Poors (or equivalent) of at least A-1 and A respectively.
Limiting total exposure to prescribed amounts.
Ensuring investments are liquid.
Monthly monitoring of compliance against set limits.

Approved Limits
Institution

Local Government
Funding Agency
Registered Bank
- on balance sheet
exposures
TSB Bank*

Minimum S&P
Short Term Credit
Rating

Minimum
S&P Long Term
Credit Rating

Total Exposure
Limit for each
Counterparty
(Approved
Financial
Instruments)

A-1

AA-

$15 million

A-1

A

$20 million

A-2

BBB+

$152
million

Note, these limits are mirrored in the Liability Management Policy. They are not in addition to the limits
in that policy.
In determining the usage of the above gross limits, the product weightings which will be used are
Investments (e.g. Bank Deposits) – Transaction Principal x Weighting 100% (unless a legal right of set-off
exists).
The limit for the Council’s transactional banker excludes any balance in the current account. Approval is
required from the Council for any alterations to these limits.
If any counterparties’ credit rating falls below the minimum specified in the above table then immediate
steps are taken to reduce the credit exposure of that counterparty to zero. Exceptions are reported to the
Council.
*TSB Bank
The TSB Bank is currently credit rated by S&P short-term A-2 and long-term BBB+ (stable).
The Council specifically approves the TSB Bank for borrowing purposes and a counterparty exposure up
to $152 million for cash management purposes as an exception to the above limits.
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Pūrongo
Report
To

Audit and Risk Committee

From

Kaihautū Pūtea / Chief Financial Officer, Vipul Mehta

Date

23 November 2020

Subject

Approval of Insurance Framework
(This report shall not be construed as policy until adopted by full Council)

Whakarāpopoto Kāhui Kahika / Execu ve Summary
1.

This decision report is requesting the Audit and Risk Committee (ARC) approve the
establishment of a new “Disaster Recovery Reserve” of up to $100,000 per annum; and
approve the implementation of the proposed Insurance Framework. This is a new
document, developed to provide structure to future decision-making regarding insurance.
The insurance framework has been reviewed by the Council’s insurance broker.

2.

The ARC is tasked with overseeing Council’s risk management processes. One of the
Council’s key risk management tools is insurance. This document will provide guidelines in
terms of managing risks through insurance.

Taunakitanga / Recommenda on(s)
THAT the Audit and Risk Committee recommends the Council approve the following:
a)

the Disaster Recovery Reserve (separate from the roading activity) is established with an
annual contribution of $50,000 per annum and an increase of $10,000 per annum,
thereafter, capped at $100,000 per annum; and

b)

the Insurance Framework be approved by the Committee.

Kupu Whakamārama / Background
3.

As guardians of community assets with a Gross Current Replacement Cost in excess of
$1 billion, the Council is responsible for ensuring that it is adequately protected from a range
of risks, so critical assets can be repaired or replaced as soon as possible after an event and
service delivery is disrupted as little as possible. Those risks include volcanic eruption,
earthquake, flood, storm, fire and tsunami hazards. $597 million of roading network is not
insured as it is expected that central government would assist with repair to widespread
damage of this.

1
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4.

We normally associate insurance with providing the necessary protection by transferring
the financial risk of damage or loss to a third party. However, there are other approaches
that can be taken to protect the Council’s balance sheet, and in doing so facilitate a timely
return of Council assets and services to their pre-event state.

5.

In 2017 the market was tested using the All of Government process which is managed by
the Ministry of Business, Innovation and Employment (MBIE). A panel of providers were
approached with our required terms to access the pricing previously negotiated with them
by MBIE. The providers were: JLT, Aon, Crombie Lockwood, Marsh and Willis.

6.

As a result of the tender JLT was awarded the contract for the Taranaki Councils’ insurance
broker services to 30 June 2020, with an option to extend for another two years depending
on circumstances at that time. JLT is now owned by Marsh.

7.

Being a member of the Local Authority Protection Programme (LAPP) Mutual Fund provides
some cover for losses of (generally underground) structures in the water, wastewater,
stormwater and flood protection networks as consequences of a “disaster”.

8.

Commercial insurance for other assets is through the Material Damage policy that covers
property (commercial, community and residential) and contents. It also covers potential
liabilities arising from Council activities.

9.

The Council’s Public Liability and Professional Indemnity cover was previously provided
through a related entity to LAPP (Riskpool and then Civic Liability Pool) but that cover was
withdrawn in 2017/18 so the Council moved to another provider on more beneficial terms
(relating to both cover and premium) via Council’s broker - Marsh.

10.

The Council aims to minimise the cost of insurance while ensuring adequate cover is in place
for mitigating risks to achieving the organisation’s objectives, as set out in the Long-Term
Plan. Insurance cover must provide value for money to ratepayers.

11.

The Council does not currently have formal, documented insurance procedures or a
framework for decision-making around insurance. Insurance decisions are generally made
at a regional level with specific areas tailored to Council’s needs, at the request of the Chief
Financial Officer, through the Senior Leadership Team and with advice from Council’s
insurance broker.

Ngā Kōwhiringa / Options – Identification and analysis
Disaster Recovery Reserve
12.

The Council currently allow for emergency works through the roading activity of $200,000$500,000 per annum, however it does not have any other “Disaster Recovery Reserve”. It is
recommended that a separate reserve is established with an annual contribution of up to
$100,000 per annum. This reserve will help manage claims below deductible amounts and
will provide an additional funding source should a natural disaster occur.

2
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Option 1 – Status Quo
13.

If the recommendation is not approved, the Council will not have a Disaster Recovery
Reserve (separate from the roading activity) resulting in some financial risks in the future
which the Council could be exposed to.

Option 2 – Approve Disaster Recovery Reserve
14.

By approving the establishment of new Disaster Recovery Reserve Council will proactively
manage claims below deductible amounts and will also provide an additional funding source
should a disaster occur.

Insurance Framework
15.

While there is confidence about the adequacy of existing arrangements, councils operate in
a dynamic environment (for example, Treasury is indicating that councils need to take more
responsibility for cover through their own reserves and insurance) so there is a need to
periodically review these arrangements and the mix of coverage to ensure that they are fit
for purpose.

16.

Decisions relating to cover and deductibles will be informed by sound knowledge of the risks
Council is exposed to including the condition of assets and their resilience. The potential
financial loss due to a risk event must be well understood. Insurance decisions should be
guided by expert advice provided by insurance specialists who have a sound understanding
of the insurance products, the insurance market and local government insurance needs.

17.

The Insurance Framework outlines the elements for considering such reviews, making it
clear what the Council’s approach is to retaining risk (through self-insurance or not insuring
some assets) and sharing the remaining risk that it would not be prudent to accept (through
the purchase of insurance). The Council’s Risk Management Framework allows for
treatment of inherent risks by transferring the risk to another party, for example through
insurance. Where a given risk is unacceptable (and not able to be mitigated through further
controls), it will become a candidate for insurance. The Insurance Framework will outline
how broking services are to be procured, periodically tested, and the effectiveness of the
framework monitored and reported on.

Option 1 – Status Quo
18.

If the recommendation is not approved, the Council will not have an Insurance Framework
and will not improve its ability to manage insurance effectively. This may result in incurring
unnecessary additional costs and/or increased risk.

Option 2 – Approve Insurance Framework
19.

By approving the Insurance Framework, the Council will be in a better position to manage
insurance and will have clear guidelines for future decision making for managing risks
through insurance.

3
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Whaiwhakaaro me ngā aromatawai / Considerations and Assessments
Assessment of Significance and Engagement
20.

The Insurance Framework is of low significance.
Criteria
Degree
LOS

Decision
Financial

Reversible
21.

Measure
The number of residents and ratepayers affected
and the degree to which they are affected by the
decision or proposal.
The achievement of, or ability to achieve, the
Council’s stated levels of service as set out in the
Long Term Plan 2018-2028.
Whether this type of decision, proposal or issue
has a history of generating wide public interest
within South Taranaki.
The impact of the decision or proposal on the
Council’s overall budget or included in an approved
Long Term Plan and its ability to carry out its
existing or proposed functions and activities now
and in the future.
The degree to which the decision or proposal is
reversible.

Assessment
Low
Low

Low – not an issue which is
anticipated to cause wide
public interest.
Low

Low

The level to which the Council will engage will align with the significance of the decision to
be made and will be to ‘Inform’ as shown below:
Level
Inform

Goal
To provide the public with balanced and objective
information to assist them in understanding the
problems, alternatives, opportunities and/or
solutions.

Outcome
No public consultation is
required. This framework
will become an internal
working document.

Legislative Considerations
22.

The Insurance Framework is consistent with the Local Government Act 2002.

Financial/Budget Considerations
23.

The proposal has minor impacts on operating budgets.

Consistency with Plans/Policies/Community Outcomes
24.

This proposal is consistent with all Council policies, plans and strategies.

Impact on Māori/Iwi
25.

The impact of this proposal will be positive for Māori, Iwi and the rest of the South Taranaki
Community.

4
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Affected Parties Consultation
26.

In relation to the proposal, it is considered that consultation with the public is not required.

Whakakapia / Conclusion
27.

An Insurance Framework is considered good practice within the sector and will provide a
structure for future decision-making regarding insurance.

[Seen by]
Marianne Archibald

Vipul Mehta

Kaihautū Pūtea /
Chief Financial Officer

Kaiarataki Tōpūranga /
Group Manager Corporate Services

Attachments to this report for your reference:
Appendix I – Insurance Framework

5
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Insurance Framework

Version 1.0
Location of Controlled Copies:
Document Reviewer:
Approved By:

Senior Leadership Team
Version 1.0

REVISIONS
Rev

Date

Pages

Description
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Principles
The primary objective of the Insurance Framework is to ensure that the Council is
effectively positioned to return in a timely manner to its pre-event state (or as close to
it as possible), regardless of the scale of the event. To that end, this framework provides
a structure for future decision making about how we use insurance to provide cover for
financial risks that, if realised, the Council and the community would be unable to
absorb. In developing the framework a key consideration is defining alternative sources
to rates to fund the restoration of community assets after damaging events.
When considering the amount of risk to retain, the Council aims to minimise the cost of
insurance while ensuring adequate cover is in place for mitigating risks to the
achievement of the organisation’s objectives as set out in the Long-Term Plan. The
framework, therefore, considers the Council’s ability to, and appetite for, absorbing a
level of risk that matches the ability of the organisation’s balance sheet to absorb
financial losses from a damaging event. Furthermore, decisions relating to cover and
deductibles will be informed by sound knowledge of our assets and their likely
performance during such an event. Decisions are also based on advice provided by
insurance specialists.
The framework is to be reviewed every three years to ensure that it remains fit for
purpose in the context of changes in the insurance market, Council assets and activities,
and the environment. The insurance programme that flows from the framework is
renewed each year, and is adjustable to meet the needs of the Council as identified
during any given insurance year and as part of the three-yearly review.
Approach to reviewing the Insurance Framework
The following should be considered when reviewing the framework:
Environmental scan
The impact of internal and external changes to the environment in which the Council
operates needs to be considered as it will influence changes to cover, limits, and
deductibles.
Internal changes might include those to the structure of the organisation or in the
services delivered or investments made. External changes might include legislative
amendments that place more responsibilities on local government, or policy changes
such as that anticipated through the 60:40 review. This also includes changes in the
insurance market brought on by the appearance or disappearance of providers, and the
reaction of the market to natural disasters e.g. removal of cover or increased premiums
at renewal.
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Risk appetite statement
When considering the Council’s risk management needs, there is a need to ensure that
the insurance programme matches the Council’s risk appetite. For example, the Council
currently transfers most of its natural disaster risk to the insurance market.
Nevertheless, not all fixed assets are included because it has not been cost effective to
do so (e.g. roading network assets). This is a ‘balanced’ approach to risk. In comparison,
a ‘tolerant’ risk appetite involves retaining more risk through ‘self-insurance’ or not
insuring more assets, which would then reduce premiums. However, taking that
approach requires the organisation to have:


a detailed knowledge of its asset base, especially existing levels of cover in relation
to assets of critical importance to continued service delivery and a Probable
Maximum Loss;



an understanding of how much financial loss the Council is prepared to accept by
not insuring all assets; and



confidence in the adequacy of other sources of funding available to the Council
should losses of uninsured assets be suffered.

The table below shows, by asset category, what STDC’s current approach is to either
transferring (through insurance) or retaining (self-insurance) risk. The table does not
include the non-asset categories that are part of the Council’s insurance programme –
Public Liability, Professional Indemnity, Overseas Travel, Personal Accident, Crime,
Statutory and Employer’s Liability, and Cyber. Nevertheless, the need for these covers,
and any new ones to address emerging risks will be considered each year as part of the
renewal process.

Asset category
Water and Wastes1
Water
Wastewater
Stormwater
Flood protection
Transport
Roading network2
Property
Council facilities3
1

2

3

Insurance status
Insured
Self-insured







The ‘structures’ included here tend to be below or in-ground assets, such as dams, intakes, treatment chambers,
storage reservoirs, reticulation networks and outfalls. Although LAPP provides some ‘disaster’ cover, whether this
is adequate will be assessed in the lead up to the renewal of our insurance programme for 2018/19 as informed
by the outcome of work underway to identify the Council’s Probable Maximum Loss.
Includes the road surface, bridges and other roading infrastructure e.g. culverts. Although these assets are
uninsured, as demonstrated during the recovery from the June 2015 flooding event the NZ Transport Agency can
provide a contribution to the cost of repairs to the roading network.
This covers the main Council facilities such as the TSB Hub, Aquatic Centre, Admin Building, Libraries,
Campgrounds etc.
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Asset category
Community halls
Parks
Structures
Arts
Collections
Other
Motor vehicles

Insurance status
Insured
Self-insured





What to insure and on what basis
In reviewing the Council’s insurance programme, the treatment of specific assets needs
to be considered, so an appropriate response to loss can be applied e.g. replacement
(like for like), indemnity (no better or no worse), demolition costs only, or no insurance.
This is informed by addressing the following questions and insuring buildings on that
basis accordingly:

1. What buildings would be replaced (i.e. those identified as essential assets to the
ongoing delivery of services to our community)?
Replacement value insurance is appropriate.

2. What buildings would be replaced with something different (i.e. those identified as
desirable but not essential in the short to medium term to the ongoing delivery of
services to our community)?
Functional replacement value (less than actual replacement) or indemnity value are
options.

3. What buildings would not be replaced?
Indemnity value, demolition costs only, or no insurance are options.

4. What buildings are being held for future projects (e.g. acquired for roading)?
Demolition costs or no insurance are options.
The annual review will capture additions or deletions to the Council’s asset holdings. It
is also an opportunity to consider whether there are any significant asset groups e.g.
roading, where cover should be implemented when it has not been previously based on
the prohibitive cost.
The Council’s fixed assets are formally valued every three years. The most recent
valuation is as at 30 June 2020. The Council started obtaining insurance valuations from
the last revaluation date. A valuation specifically for insurance purposes helps accurately
determine what the replacement cost will be if there is a total loss to an asset and
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includes the reinstatement cost, indemnity value, demolition and clean-up costs, and
provision for cost escalation to arrive at a total sum-insured figure for each asset.
Another option available is determining a ‘loss limit’ rather than having a more expensive
aggregated replacement value currently identified. However, this approach requires a
detailed understanding of the Council’s asset base and its ability to (and appetite to)
absorb potentially significant losses should the limit be proven to be inadequate.
The deductible/premium balance
The Council has a range of deductibles defined for its insurance programme. However,
for its most significant policy in terms of premium, the Council determined different
amounts for deductibles for the Material Damage (ranging from $5k to $100k). The
increase in deductible amount resulted in moderate reduction in premiums. The Council
will undertake a comprehensive review later this financial year, which will identify assets
as one of the following:
1. Essential: includes predominately water and wastewater assets, office and
administration facilities.
2. High community demand: includes mainly events, aquatic, regulatory and heritage
buildings.
3. Moderate community need/commercial obligations: includes camps, parks
buildings, toilets and the like.
4. Non-essential: includes generally housing, rural halls and clubs.
5. Demolish-disposal: includes those assets that are to be sold or demolished.
Membership of LAPP
The Council has been a longstanding member of the LAPP mutual fund, which provided
cover when commercial alternatives were either unavailable or not cost effective. The
advantages of LAPP include that it is a non-profit and has low overheads, and
management of the scheme’s assets is controlled by local government.
LAPP made some changes to its offering and launched a new product in August 2019
called “Agreed Cover”. This cover offers members certainty as to which assets are
covered and how much they are covered for, and a choice as to how much overall cover
is purchased. Risk Management Partners, who served LAPP for more than twenty years,
moved to a reduced role with LAPP with the appointment of Aon as LAPP’s broker which
took effect from 1 November 2019.
Aligning asset information with the insurance programme
As part of improving its asset management practice the Council is gradually improving
the quality of its asset information to facilitate more effective management of its assets.
This means that we will be well placed to complete the modelling needed to calculate
the Probable Maximum Loss that would likely need to be covered (through a mix of
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insurance (external and self), and borrowing) to qualify for any central government
assistance in the event of a natural disaster.
Aside from improving decisions around asset maintenance, renewal, upgrade or
replacement, higher quality information will lead to a better understanding of how
resilient our assets might be during a significant natural event. This will, in turn, help
our insurers to define their risk profile in this region and increase their comfort level
about the accuracy of that profile.
The Disaster Recovery Fund
The Council currently includes $200k - $500k per annum in the roading budget for
emergency works. If the money remains unspent, it sits in the roading activity as a ringfenced amount. The fund essentially provides a ‘self-insurance’ fund for the roading
activity that is utilised when uninsured losses are suffered to the roading network i.e.
flooding event. The fund seeks to smooth the impact on the community when the
Council incurs significantly increased operating costs when recovering from a disaster.
A separate “Disaster Recovery Fund” will be created with an annual contribution of $50k
per annum with an annual increase of 10k per annum there-after (capped at $100k per
annum) allocated to this fund. The fund can serve as a “self-insurance fund” for the
assets (other than roading) which are not insured and can be used for claims below
deductibles.
The amount allocated to the reserve will be considered as part of the three-yearly review
of the framework.
Approach to procuring broking services
The Council implements this Insurance Framework through the placement of the
insurance programme annually with an insurance broker. The broker serves as a crucial
conduit between the Council and the insurance market. As such, the procurement and
monitoring of the broker’s performance will be completed in accordance with the Council
and central government’s procurement requirements.
Since 2010 the Council has obtained insurance through a regional collaboration with
New Plymouth and Stratford District Councils, and Taranaki Regional Council. The
collective uses Marsh (previously JLT) to deliver broking services. The broker market
was tested in 2017 using the All of Government process managed by the Ministry of
Business, Innovation and Employment. This involved approaching a panel of providers
– JLT, Aon, Crombie Lockwood, Marsh and Willis – with our required terms and
accessing the pricing the Ministry has previously negotiated with them. The selection
criteria for the broking service provider included:


a proven record of placing insurance with local and global insurers for the full range
of insurance cover potentially required e.g. natural disaster insurance;
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a thorough understanding of the risks facing this Council specifically as well as the
local government sector generally;



a proven record of delivering timely claims management services and responses to
ad hoc requests for advice;



a commitment to monitoring significant movements in providers and market
conditions, and advising the Council of threats to existing cover (e.g. a downgrading
of an insurer’s credit rating) and opportunities that can be taken during the
insurance year or at renewal; and



the ability to deliver or refer the Council to expert loss modelling services as
required.

As a result of the tender JLT (now Marsh) was awarded the contract for the Taranaki
Councils’ insurance broker services until 30 June 2020 and has been extended for
another two years.
Monitoring and review
The Insurance Framework is to be reviewed every three years to ensure that it remains
fit for purpose in the context of changes in markets, Council assets and activities and
the operating environment generally.
The Chief Financial Officer is responsible for the implementation of this framework and
approval of the insurance programme. An annual report will be provided to the Audit
and Risk Committee that details the arrangements made in accordance with this
framework and any environmental changes that could impact on those arrangements
and the level of confidence that they remain appropriate. After each three-yearly review
the revised framework will be provided to the Audit and Risk Committee for approval.
Summary
The purpose of the Insurance Framework is to provide a structure for determining the
balance between risk retention and sharing. Every three years the framework will be
reviewed, considering:


changes to the Council’s operating environment and risk appetite (as informed by
changes to its asset base, the amount of loss that can be accepted before insurance
is needed and confidence in other sources of funding);



what assets are being insured and on what basis, to enable an informed decision
about the deductible/premium balance;
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whether to continue membership of LAPP or explore commercial options (noting
that if the Council withdraws from LAPP a return to LAPP in the future would be
unlikely);



the alignment between asset information and the insurance programme;



the purpose, size and rules around the use of the Disaster Recovery Reserve as a
partial alternative to insurance; and



trends from claims history.

The insurance programme that flows from this framework will be renewed each year.
Furthermore, the market for broking services will be tested every three to five years.
This will help to ensure that the Council’s insurance arrangements effectively enable the
Council to recover to its pre-event state as soon as possible. The results of these reviews
will be reported to the Audit and Risk Committee.
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Pūrongo
Report
To

Audit and Risk Committee

From

Kaihautū Pūtea / Chief Financial Officer, Vipul Mehta

Date

23 November 2020

Subject

Statement of Investment Policy and Objectives
(This report shall not be construed as policy until adopted by full Council)

Whakarāpopoto Kāhui Kahika / Execu ve Summary
1.

Mercer has provided the updated Statement of Investment Policy and Objectives as a result
of change in Strategic Asset Allocation approved by the Audit and Risk Committee on
19 August 2020.

Taunakitanga / Recommenda on
THAT the Audit and Risk Committee receives and approves the amendments to the Statement of
Investment Policy and Objectives as per the approval on 19 August 2020.
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SOUTH TARANAKI DISTRICT COUNCIL
LONG TERM INVESTMENT FUND

Statement of Investment
Policy and Objectives

Adopted by the Council

On:

____________________________

Signed: ____________________________
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1
Executive Summary
Introduction
The Fund represents the proceeds from the sale of Egmont Electricity Limited and the
resulting assets are held in a separate fund for the long term benefit of the district’s
ratepayers.

Investment Priorities
The Investment Priorities of the Fund include:








A drawdown of $3.87 million will be withdrawn from the Fund each year to subsidise
general rates. This amount will be reviewed every three years to coincide with a new
Long Term Plan.
A drawdown of $1.73 million each year will be withdrawn to service loans for specified
community projects.
A drawdown of $0.96 million each year will be withdrawn to fund the Hawera Town
Centre Upgrade and Earthquake Prone Building Projects expenses and to service
loans.
Maintain the real value (as opposed to face value) of the capital of the LTIF with regards
to inflation.
An investment fluctuation reserve will be established at a level appropriate for the level
of risk.

Performance Objectives
The Fund aims to earn an overall net real return (i.e. after fees and inflation – and tax, where
applicable) of 4.0% pa over the longer term (rolling 10 year periods).

Council
The South Taranaki District Council (“Council”) will be responsible for the following:



Setting the Fund’s investment strategy, including the level of risk and investment
performance objectives, and investment policies.
Determining the appropriate number of investment managers, and selecting and
changing those managers as appropriate after having taken advice from the Investment
Consultant.
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Reviewing this SIPO annually, including the investment strategy, policies and manager
configuration, and instructions to Manager and the Investment Consultant.
Ensuring that the level of redemptions from the Fund is consistent with the Fund’s
objective to maintain equity, in terms of amounts available for distribution, between
present and future generations.
Providing cash flow information to the Investment Consultant with respect to future
deposits and redemptions.
Appointing the Investment Consultant.

Strategic Asset Allocation
After seeking advice from its Investment Consultant, the Council has determined a
Strategic Asset Allocation (“SAA”) or Benchmark Portfolio that, in its view, best reflects
the Council’s risk preference and that is appropriate given the Council’s investment
objectives, as follows:
Sector

Benchmark
%

Ranges
%

Trans-Tasman Equities

12.512.0

7.5% - 17.57.0
– 17.0

Global Equities*

31.025.0

21.0
41.015.0
35.0

Global Equities – Low Volatility*

6.5

0.0 – 13.0

Total Equities

50.043.5

Alternatives (hedged)

6.5

0.0 – 13.0

Global Listed Property (hedged)

5.0

0.0 – 10.0

Global Listed Infrastructure (hedged)

5.0

0.0 – 10.0

Total Real Assets and Alternatives

10.016.5

Total Growth Assets

60.0

50.0 – 66.0

NZ Fixed Interest

9.0

6.0 – 12.0

International Fixed Interest (hedged)**

26.022.0

18.0
34.014.0
30.0

Cash and Short Term Securities

5.09.0

0.0 – 15.05.0 –
20.0

Total Income Assets

40.0

34.0 – 50.0

–
–

–
–

* Across Global Equities and Global Equities – Low Volatility (the Global Shares sector), the
hedging ratio will be 50% across the sector. Some of this hedging is implemented via the
Global Listed Property sector.
**The International Fixed Interest Fund include “Internal Borrowings” which the Council has
the ability to fund internally by the way of borrowings from the LTIF, up to 30% of the
currentprincipal value (capped to a maximum internal borrowing of $39m) at the
commencement of the LTIF as per the Investment Policy.
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Investment Structure
The selection of assets within an asset class is typically delegated to external investment
managers. The Council has determined that the Fund’s assets will be managed under an
active multi-manager, sector specialist structure.

Capital Base
In terms of the assets of the Fund, the Capital Base is $91,440.000 as at 30 June 2005.

Distribution Policy
Specifically, the annual returns in any year will be distributed as follows:







The amount required to meet the Council’s rates subsidy needs (currently $3.87m).
Next, the amount required to meet the Council’s loan servicing for specified community
projects (currently $1.73m).
Next, the amount required to meet the Council’s expenses and loans servicing for the
Hawera Town Centre Upgrade and Earthquake Prone Buildings Projects (currently
$0.96m).
An amount equal to the New Zealand Consumer Price Index (“CPI”) for the year will be
credited to the Inflation Reserve.
Lastly, to the Investment Fluctuation Reserve.

Taxation
The Fund is exempt from taxation on both capital gains and income. Ongoing investment
management of the Fund is to be carried out in a manner consistent with the Fund’s taxexempt status.

Review Date
The date of the next SIPO review is to be December 2021February 2021 or sooner if market
conditions warrant or the investment structure is altered.
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2
Introduction
Purpose
This document establishes the framework set by the Council for the governance and
investment of the Council’s Long Term Investment Fund (“Fund”) investment assets by
providing a clear statement of the investment policies and objectives that must be adhered
to when investing the Fund.

Establishment
The Fund represents the proceeds from the sale of Egmont Electricity Limited and the
resulting assets are held in a separate fund for the long term benefit of the district’s
ratepayers.

Effective Date
This Statement of Investment Policy and Objectives (“SIPO”) takes effect from 2 December
202012 February 2020.

Review Date
The date of the next SIPO review is to be December 2021February 2021 or sooner if market
conditions warrant or the investment structure is altered.
The SIPO should be formally reviewed on an annual basis or as market conditions warrant.
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3
Priorities
Aim
The Fund has as its principal aim the long term benefit of the district’s ratepayers.

Investment Priorities
The Investment Priorities of the Fund include:








A drawdown of $3.87 million will be withdrawn from the Fund each year to subsidise
general rates. This amount will be reviewed every three years to coincide with a new
Long Term Plan.
A drawdown of $1.73 million each year will be withdrawn to service loans for specified
community projects.
A drawdown of $0.96 million each year will be withdrawn to fund the Hawera Town
Centre Upgrade and Earthquake Prone Building Projects expenses and to service
loans.
Maintain the real value (as opposed to face value) of the capital of the LTIF with regards
to inflation.
An investment fluctuation reserve will be established at a level appropriate for the level
of risk.

Performance Objectives
The Fund aims to earn an overall net real return (i.e. after fees and inflation – and tax, where
applicable) of 4.0% pa over the longer term (rolling 10 year periods).
In addition, outperformance will be sought where appropriate (i.e. where management is
active as opposed to passive) relative to the notional return on a benchmark portfolio
designed to reflect the risk profile according to which the assets are invested at the time.

Risk Profile
The risk profile of the investment strategy of the Fund will be set to maximise the long-term
return within the context of the market environment and risk levels.
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The long term performance objective of a real return after investment expenses of at
least 4.0% per annum is expected to be achieved with a 6467% probability1 over a ten
year period.



The probability of the Fund’s investment strategy generating a negative return in any
one year is 2018%, which equates to an annual loss on average every 5.05.6 years.

1

This probability is based on expected market and active management returns as per your Strategic Asset

Allocation Review dated August 20202017.
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4
Allocation of Responsibilities
Council
The South Taranaki District Council (“Council”) will be responsible for the following:









Setting the Fund’s investment strategy, including the level of risk and investment
performance objectives, and investment policies.
Determining the appropriate number of investment managers, and selecting and
changing those managers as appropriate after having taken advice from the Investment
Consultant.
Reviewing this SIPO annually, including the investment strategy, policies and manager
configuration, and instructions to Managers and the Investment Consultant.
Ensuring that the level of redemptions from the Fund is consistent with the Fund’s
objective to maintain equity, in terms of amounts available for distribution, between
present and future generations.
Providing cash flow information to the Investment Consultant with respect to future
deposits and redemptions.
Appointing the Investment Consultant.

Investment Consultant
The Investment Consultant will assist the Council to develop the Fund’s investment
strategy and policies, advise on investment manager selection, help evaluate the
performance of the Fund’s investments and its investment managers, and provide strategic
research and market information.
The Investment Consultant is responsible for the following:


Advising the Council of events and changes that may affect the manner in which the
Fund's assets should be invested.



Advising the Council which are the most appropriate investment managers for each
asset class within the Fund.



Monitoring each Investment Manager's performance and the Fund's total performance
relative to the Council’s adopted investment performance objectives.



Evaluating the appropriateness over time of the long term asset allocation policy
(Benchmark Portfolio).



Participating with the Council in the annual review of this SIPO.
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Monitoring the split of assets between the Investment Managers on a monthly basis
and advising the Council when rebalancing is required.



Carrying out other projects as required in line with the provisions of the Letter of
Engagement between the Council and Investment Consultant.
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5
Investment Policy
General
In taking decisions on investment strategy, the Council will have regard to the overall
circumstances of the Fund, and will comply with all applicable legislative requirements.
Investment risk will be limited by appropriate diversification both within and between asset
classes.
Investments in assets other than those contemplated by this SIPO are not permitted.

Risk Management
It is noted that the Fund’s assets are exposed to different investment risks that will lead to
variations between the actual and expected returns. To reduce the potential negative effects
of these risks on the Fund’s purposes, the Council has management policies and principles.
Key risks and mitigating factors are set out in the Council’s Treasury Risk Management
Policy and more specifically for the Fund, in Appendix 1. In addition:





The Council meets regularly, and investment performance and outlook is a specific
agenda item.
A comprehensive investment reporting process applies.
An independent investment consultant is used.
The investment policies are subject to an annual review.

The risk management policies will be reviewed each year in light of the Fund’s overall
strategies to confirm their ongoing appropriateness.

Taxation
The Fund is exempt from taxation on both capital gains and income. Ongoing investment
management of the Fund is to be carried out in a manner consistent with the Fund’s taxexempt status. It is noted that on certain overseas assets it may not be possible to claim
back withholding tax paid to overseas authorities.
The Fund does not need to use Portfolio Investment Entity (“PIE”) vehicles, but where the
Fund does elect to invest into a PIE vehicle a 0% Prescribed Investor Rate (“PIR”) will be
elected in accordance with the Fund’s tax exempt status.
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6
Investment Strategy
Investments can generally be divided into broad asset classes within which investments
share common characteristics. The performances of the various asset classes tend to differ
from each other. Broad diversification among asset classes is the cornerstone of modern
portfolio management. The differing characteristic of the varying asset classes provides
risk-reducing benefits from diversification when they are aggregated into a total portfolio.

Asset Classes
The Fund can be invested in the following general asset classes:


Global equities, focusing on large capitalisation stocks from developed markets, but
may also include emerging market and small capitalisation equities.



New Zealand equities, incorporating a constrained allocation (up to 35%) to Australian
equities (recognising the close economic relationship with Australia).



Real Assets, which can be sub-categorised into listed infrastructure, direct property and
listed property, in turn incorporating trans-Tasman (listed on either the New Zealand or
Australian stock exchanges) and global.



New Zealand fixed interest, which can be sub-categorised into sovereign and
investment grade.



Global fixed interest, which can be sub-categorised into sovereign and non-sovereign,
and may include emerging market debt.



Alternative Assets, including high yield fixed interest, private equity and hedge funds.



Cash or short term securities.
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Internal Borrowing
The Council has determined to include Internal Borrowing as part of its investment strategy.
With respect to Internal Borrowing:





Infrastructure funding related borrowings are backed by rates and involve the return of
lending and payment of interest at short term rates over the next five to 20 years.
Interest rates are variable and are set annually by the Council according to prevailing
market conditions. The level of returns is less than that expected from equity
investments.
The borrowings are illiquid, i.e. the holdings can not be traded in full or in part.

Strategic Asset Allocation
After seeking advice from its Investment Consultant, the Council has determined a
Strategic Asset Allocation (“SAA”) or Benchmark Portfolio that, in its view, best reflects
the Council’s risk preference and that is appropriate given the Trustee’s investment
objectives, as follows:

Sector

Benchmark
%

Ranges
%

Trans-Tasman Equities

12.512.0

7.5 – 17.57.0 –
17.0

Global Equities

31.025.0

21.0
41.015.0
35.0

Global Equities – Low Volatility

6.5

0.0 – 13.0

Total Equities

50.043.5

Alternatives (hedged)

6.5

0.0 – 13.0

Global Listed Property (hedged)

5.0

0.0 – 10.0

Global Listed Infrastructure (hedged)

5.0

0.0 – 10.0

Total Real Assets and Alternatives

10.016.5

Total Growth Assets

60.0

50.0 – 66.0

NZ Fixed Interest

9.0

6.0 – 12.0

International Fixed Interest (hedged)

26.022.0

18.0
34.014.0
30.0

Cash and Short Term Securities

5.09.0

0.0 – 15.05.0 –
20.0

Total Income Assets

40.0

34.0 – 50.0
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Currency Policy
Currency risk is the risk that foreign currency denominated assets will lose value as the
result of an adverse exchange rate movement. Unmanaged currency movements can have
a material impact on investment returns over the short term.
Currency hedging is essentially protection against changes in currency exchange rates.
Those assets which are not hedged will have exposure to currency exchange rate
movements, resulting in a benefit when the New Zealand dollar goes down and a decrease
in value when the New Zealand dollar goes up.
The currency policy is to hedge total Global Shares investments at 50% (after tax if any).
Australian currency exposure within the Trans-Tasman Shares portfolio will be hedged at
the discretion of the Investment Managers. The benchmark hedging target for Alternatives,
Real Assets and Global Bonds portfolios is 100% (after tax if any).
The Currency Policy is developed and reviewed with the assistance of the Investment
Consultant as part of the investment strategy.
Where appropriate, currency hedging will be implemented by the relevant Investment
Manager(s) (and consideration of their ability to do so will form part of the selection process).
Where this is not appropriate, the Trustees may appoint an Investment Manager to
implement Currency Hedging.
Monitoring of currency exposure in accordance with this Policy will occur as per Section 7
of this SIPO.

Currency Hedging
After seeking advice from its Investment Consultant, the Council has determined that a
benchmark foreign exchange position as follows:
Asset Class

Benchmark (%)1

Range (%)

Tran-Tasman Shares2

n/a

n/a

50

45 – 55

Alternatives and Real Assets3

100

95 – 105

International Fixed Interest

100

95 - 105

Global Equities
Volatility) 3

1

(including

Low

The Benchmark position is after tax, if any. LTIF is not currently a tax paying entity.

2

Australian currency exposure within the Trans-Tasman Shares portfolio will be hedged at
the discretion of the Investment Manager(s).
3
The Benchmark position may be achieved across sectors, i.e. over-hedging (due to tax
structures) in Real Assets may supplement under-hedging in Global Equities.

Investment Structure
The selection of assets within an asset class is typically delegated to external investment
managers. This is subject to investment guidelines that control risk, and otherwise
determine the nature of potential investments for each mandate.
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The Council has determined that the Fund’s assets will be managed under an active multimanager, sector specialist structure. Investment Managers are appointed by the Council on
the advice of Investment Consultant, after assessing the universe of appropriately skilled
managers available for the asset class in question. The Council, at its sole discretion, may
change Investment Managers from time to time as it sees fit.
The current managers and mandates are specified in Appendix 2.

Rebalancing


The exposures to the various asset classes, will be monitored monthly, taking into
account the underlying exposures in any pooled investment vehicles and the impact of
futures and options on an effective exposure basis, by the Investment Consultant.



If any asset class allocation exceeds the ranges set out above, then sufficient assets
will be transferred, on the Council’s authority, to bring the weights to benchmark.



In considering rebalancing, the Council can take into account recent volatility and the
likelihood market movements may result in asset classes moving back to within the
specified ranges, along with transactions costs likely to be incurred in any transition.



The regular cashflow requirements of the Council provide an opportunity to assist in
rebalancing the Fund towards target weights, by directing the outflows to the
overweight asset class(es) and any inflows to underweight asset class(es).
Rebalancing can also be undertaken by selling overweight asset classes to fund
underweight asset classes.



From time to time the Council may deviate from the long term asset allocation strategy
in order to preserve capital in extreme market conditions. Such positions are to be
taken after consideration of advice from the Investment Consultant with input from the
fund managers in the appropriate investment sector.

Liquidity Policy
The Council requires liquidity to meet payment obligations that include:
Rates subsidy
Investment commitments, such as forward foreign exchange cover, and calls on
committed capital.
The Council requires a high degree of confidence that during any periods of extreme market
volatility, liquidity demands can be met. The Fund’s primary source of liquidity is its Cash
investment. In principle, around two years worth of rates subsidy should be held in Cash.
Cash investments also play a role in the Fund’s investment strategy, providing a stable
return with low volatility. The Fund’s investment strategy supports its liquidity requirements
by predominantly investing in listed securities.



Illiquid Investments
However, as a genuine long-term investor, the Fund is in a position to benefit from the
illiquidity premium, that is, the return premium derived from the Council’s willingness to
commit to an investment for a fixed period.
Illiquid investments can take many forms, including direct property, private equity, unlisted
funds (such as infrastructure) and timber. In addition to offering a (possible) return premium,
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these assets possess different risks to liquid or listed investments, typically have higher
fees, present valuation challenges and require more intensive governance.
As a result, the Fund’s exposure to illiquid investments is restricted, in the first instance, to
its allocation to Real Assets and Alternatives, being 10%16.5%.
In principle, the Fund mayexpects to hold up to half this allocation in illiquid investments,
although from time to time (as opportunities arise), it may elect to hold either nothing, or the
whole amount, in illiquid investments.

Review
The appropriateness of the Benchmark Portfolios will be formally reviewed at least once
every three years, but kept under constant monitoring to reflect any fundamental changes
in the investment environment and changes to the Council’s investment policy.
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7
Investment Performance Monitoring
The principal goals of performance monitoring are to:


Assess the extent to which the Fund's investment objectives are being achieved;



Compare the performance of the Fund's appointed Investment Managers against the
performance of other relevant professional managers and market indices;



Ascertain the existence of any particular weakness in the Investment Manager or the
investment product(s) utilised; and



Allow the Council to continually assess the ability of each Investment Manager(s) to
successfully meet the Fund's priorities.

Benchmarks
Benchmarks are a tool against which to measure the effectiveness of investment strategy
either at a whole of Fund level, at an asset class or at the manager level. The general
principle of benchmarks at an asset class or manager level is they should be replicable –
that is, it should be possible to create a portfolio of securities which mirrors (or at least very
closely resembles) that used within the benchmark.
At the asset class level, benchmarks provide an effective way of measuring the skill with
which the manager selects securities within the portfolio being managed.
The risk and return characteristics of the benchmarks used for the Fund as a whole and for
individual asset classes must be broadly consistent with those considered in the analysis
used to construct the SAA.
Performance (before tax and fees) for individual asset classes will be measured against
suitable indices such as those indicated in the following table:
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Asset Class

Index

Trans-Tasman Equities

S&P/NZX50 Index (without imputation credits)

Global Equities

MSCI All Country World Index ex Australia – Total Return Net
Dividends (5455% hedged to NZD*)

Global Equities – Low
MSCI World Minimum Volatility Index (in NZD)
Volatility
Global
Infrastructure

Listed FTSE Global Core Infrastructure Capped 50/50 Index (100%
hedged to NZD)

Alternatives

HFRI FOF: Market Defensive Index (100% hedged to NZD)

Global Listed Property

FTSE EPRA/NAREIT Developed Real Estate Index (139%
hedged into NZD*)

New Zealand
Interest

Fixed Bloomberg NZBond Composite 0+ Yr Index

Overseas Fixed Interest Bloomberg Barclays Global Aggregate Index ( 100% hedged
into NZD)
NZ Cash

S&P/NZX 90-Day Bank Bill Index

Notes:


Pre-tax returns will be monitored against gross hedging ratios




NZX = New Zealand Stock Exchange
MSCI = Morgan Stanley Capital International




FTSE = Financial Times Stock Exchange
HFRI = Hedge Fund Research Incorporated



FTSE EPRA NAREIT = Financial Times Stock Exchange, European Public Real Estate Association,
National Association of Real Estate Investment Trusts (US)

Fund Performance
Returns on the Fund will be monitored by the Council in relation to the Benchmark Portfolio
nominated in this SIPO. The Benchmark Portfolio is a performance monitoring tool intended
to reflect the Council’s adopted investment policy objective.

Manager Performance


Returns achieved by the appointed Investment Managers will be assessed by the
Council in relation to their stated objectives and the objectives of the Fund. Returns
will also be compared with returns earned by a suitable peer group, such as a group of
other professional fund managers.



The Investment Managers will report at least quarterly in accordance with a format
agreed with the Council.
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Investment Managers’ performance will be monitored quarterly with a view to an annual
evaluation of rolling three year results.



Investment Managers’ roles will be reviewed by the Council on a regular basis. Factors
taken into account in these reviews will include investment style, resources,
organisational strength, investment performance relative to objectives, and any other
factors considered relevant to the Investment Managers’ continuing ability to meet the
applicable investment objective.
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8
Distributions and Reserves
Volatility of Returns
The Council notes that the investment policy objective is a long term goal, but that its
investment strategy contemplates an asset allocation which is likely to generate returns that
demonstrate volatility over the short term. The Council recognises that asset values over
shorter time periods may fall due to negative returns and the total Fund value may fall below
the Real Capital Value in the shorter term. The Council acknowledges that exposing the
Fund to this volatility is necessary to pursue higher long term returns and thereby maximize
the level of annual distributions from the Fund.
In order to account for investment risk or volatility, the assets of the Fund are to be invested
in such a manner as to achieve a level of return in order to:
1.
2.
3.

4.
5.

The amount required to meet the Council’s rates subsidy needs (currently $3.87m).
Next, the amount required to meet the Council’s loan servicing for specified community
projects (currently $1.73m).
Next, the amount required to meet the Council’s expenses and loans servicing for the
Hawera Town Centre Upgrade and Earthquake Prone Buildings Projects (currently
$0.96m).
An amount equal to the New Zealand Consumer Price Index (“CPI”) for the year will be
credited to the Inflation Reserve.
Lastly, to the Investment Fluctuation Reserve.

Capital Base
In terms of the assets of the Fund, the Capital Base is $91,440.000 as at 30 June 2005.
Real Capital Value
For the purposes of this SIPO, the Real Capital Value is the Capital Value expressed in
current dollars – i.e. the Capital Value as calculated above as at June 1995 adjusted for
movements in the CPI since that time.
The value of the Fund may fall below the Capital Base.

Distribution Policy
Specifically, the annual returns in any year will be distributed as follows:



The amount required to meet the Council’s rates subsidy needs (currently $3.87m).
Next, the amount required to meet the Council’s loan servicing for specified community
projects (currently $1.73m).
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Next, the amount required to meet the Council’s expenses and loans servicing for the
Hawera Town Centre Upgrade and Earthquake Prone Buildings Projects (currently
$0.96m).
An amount equal to the New Zealand Consumer Price Index (“CPI”) for the year will be
credited to the Inflation Reserve.
Lastly, to the Investment Fluctuation Reserve.

Reserving Policy
The Trust will establish the following Reserves to facilitate the achievement of its
Distribution Policy:

Inflation Reserve
Each quarter the Inflation Reserve shall be adjusted by the increase in the Real Capital
Value based on the quarterly change in the New Zealand Consumers Price Index. This
ensures the Fund retains its purchasing power over time. If there are insufficient returns
available to make this adjustment, the Investment Fluctuation Reserve should be adjusted
accordingly.

Investment Fluctuation Reserve
Each year any excess Income after the adjustment to the Inflation Reserve and distributions
shall be credited to the Investment Fluctuation Reserve. This Reserve will help offset
income fluctuations in future periods. In particular, this Reserve can be used to meet
distribution requirements during years with low or negative investment returns without
recourse to the Capital Base.
A consistently significant positive balance (equal to 4 year’s distribution sustained for one
year or more) in this Reserve is a signal to the Council that it may be appropriate (but it is
not necessary) to review the investment objectives or the priorities (or both).
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9
Environmental, Social
Investment Policy

and

Governance

(ESG)

The Council acknowledges that the Council’s key fiduciary duty to beneficiaries of the Fund,
when setting the Council’s investment policy, is to focus on achieving maximum returns
while maintaining an appropriate level of risk.
The Council encourage their external fund managers to build environmental, social and
governance (ESG) considerations into their investment decision-making processes.
The Council recognise that the Fund will mostly be invested in pooled funds and only
occasionally (with the exception of Cash) holding investments directly. The Council,
therefore, (via their Investment Advisor), will primarily encourage and engage with its
Investment Managers on the application and adoption of environmental, social and
corporate governance (ESG) principles – the Council recognising this as a component of
best practice in responsible investing. In addition, the Council believe that, in most instances
engagement and dialogue in conjunction with others will have a greater impact on ESG and
SRI (Socially Responsible Investment) practices than divestment.
The Council will incorporate ESG issues into investment analysis and decisionmaking processes’ by:
 Incorporating and addressing ESG issues in the Council’s SIPO.
 Engaging with and evaluating the competency of our Investment Adviser and
Investment Managers to ensure ESG issues are addressed and incorporated in future
decision making.
 Requesting our Investment Adviser report to the Council on an as required basis their
internal (in-house) ESG ratings.
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Appendix 1

Key Risks
The table below describes the key risks associated with the different assets the Fund may
invest in.

Asset
Cash and
interest

fixed

Example

Key risks

On call and term
deposits, bonds
and
fixed
interest assets
both in New
Zealand
and
overseas.

 There may be delays or failure to repay
principal and/or interest.
 The return on cash and fixed interest
investments may be less than inflation.
 Numerous issuer-specific issues may
arise, and investors’ attitudes to the
issuer’s future may change.
 Investors’ attitudes to fixed interest
markets as a whole may change rapidly
and frequently, with a corresponding
effect
on
asset
values.
 There may be fluctuations in interest
rates which can result in capital losses.

Shares
Property

and

Shares in New
Zealand
or
international
companies and
commercial
property
investments in
New
Zealand
and overseas.

 The company or investment fund
performs poorly.
 Dividends are not paid.
 As an investor’s ownership interest in
shares and similar investments is
ranked lower than the money owed to
the company’s creditors and fixed
interest holders, a higher degree of risk
attaches to these investments.
 The share or fund price may drop
below the purchase price or even to
zero.
 There may be delays or failure to repay
investments
owing
to
liquidity
constraints.
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Asset

Example

Key risks
 Numerous company-specific issues
may arise, and investors’ attitudes to
the company’s future may change.
 Investors’ attitudes to share markets as
a whole may change rapidly and
frequently with a corresponding effect
on asset values.

Alternative Assets

Hedge Funds.

 These types of investments are
generally less liquid and a ready
market for sale may not exist.
 The
investments
may
include
derivatives exposing the investments to
higher risk.

The Council mitigates the risks set out in the above table by spreading the investments held
across markets and diversifying investment across a range of investment types.
The Council mitigates the risks of an individual asset type by investing in several asset
types. This helps reduce risk because if one asset type performs poorly, this is usually
offset by other asset types performing better.
Management risks
The Council appoints investment managers, who, in consultation with the Consultant, have
been deemed to possess the skills, resources and determination needed to produce
superior investment returns.
The following table describes the key risks associated with the way the Council’s investment
approach and the external investment managers manage the Fund’s investment assets:
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Item

Key risks

How the Council mitigates
these risks

Investment
approach

 The
Fund’s
active
investment
management
approach may lead to
choosing
investment
managers or investments
that underperform, or it may
mis-time market changes
resulting in lower returns.

 The Council, with the
Consultant’s
advice,
sources
investment
managers it considers to
have the capability, skill
and conviction to produce
superior returns.
 The Council continuously
monitor the performance
of the selected investment
managers to ensure they
are adhering to the
guidelines and objectives
set.

Market
risk
(among
the
components of
market risk are
such risks as
currency
risk,
derivatives risk
and interest rate
risk)

 Economic,
business,
technological, political, tax
or regulatory conditions and
even market sentiment can
(and do) change affecting
overall markets as well as
the investment options and
individual investments.

 The Council seeks advice
from its Consultant to form
a view on these matters.

Currency risk

 When
investing
in
international assets that are
denominated in foreign
currencies there is a risk
that
those
foreign
currencies fall in value or
rise in value, affecting the
value of those assets from a
New Zealand perspective.

 The Council has a
currency exposure policy
whereby the Fund fully
hedges all asset classes,
with the exception of
Global Equities, which are
50% hedged.

Derivatives

 Employing
derivative
transactions
involves
speculation as to how the
value of an underlying asset
will rise and fall over time.
Employing derivatives can
potentially leave the Fund
open to large scale losses.

 This SIPO describes how
derivatives are to be used,
and when.

Interest rate risk

 Movements in interest rates
may adversely affect the

 The investment managers
engaged use derivatives
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Item

Key risks

How the Council mitigates
these risks

price of the investment
option’s investments and
impact
returns
(for
example, the value of a
bond will typically decline if
interest rates rise).

Credit Risk

 A
counterparty
to
a
transaction may fail to
perform its contractual
obligations or suffer a credit
ratings downgrade affecting
the value of a particular
investment.

and duration of fixed
interest investments to
manage
risk.
 Internal
Borrowing
provides some protection
from changes in interest
rates (in part because it is
not marked to market).
 Investments
are
diversified over a wide
range of asset classes,
companies, industries and
maturities.
 Exposure
to
subinvestment
grade
is
limited to 10% of the
externally
managed
Global Bonds allocation.
 Exposure to any one
issuer
is
restricted.

Liquidity risk

South Taranaki District Council

 Liquidity risk has two
components. Firstly, the
risk of the Fund having
difficulty in meeting its
obligations to ratepayers
when due e.g. where there
is a mismatch between
when
investments
are
maturing and the amounts
required
for
Fund
withdrawals. Secondly, the
risk
of
investment
managers
acquiring
investments that cannot be
sold or otherwise hedged.
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liquidity policy whereby
the investment options
are
predominantly
invested in liquid assets
(able to be traded on a
recognised market).
 The Fund includes an
allocation to Cash.
 Where pooled vehicles
are used, those using
daily pricing are preferred.
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Appendix 2

Manager Mandates
Asset Class

Manager

Allocation
(%)

Trans-Tasman Equities

Nikko
Asset 100
Management

3.0

Global Equities

MFS, LSV, Franklin 100
and Vontobel via
ANZ Investments

2.0

Global Equities - Low Volatility

Acadian
Mercer)

1.0

Global Listed Infrastructure
(100% hedged to NZD)

First
Sentiers 100
InvestorsState
Investments NZ

2.0

Alternatives (hedged)

Mercer Investment 100
Management

1.0

Global Listed Property (hedged)

Principal
Global 100
Investments
(via
Mercer)

2.0

Global Fixed Interest (hedged)

PIMCo via Fisher 50
Institutional

1.0

Wellington
via 50
Fisher Institutional

1.0

NZ Fixed Interest

Harbour
Asset 100
Management

1.0

Cash

ANZ Investments

0.25

(via 100.0

100

Outperformance
(%)*

* over rolling 3 year periods
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Currency Hedging Implementation
The Council aims to be 50% hedged across the Global Equities sector. The Global Equities
sector invests via two products, ANZ Investments Global Equities and Acadian Low
Volaitility Equities (via Mercer).
The Council also invests into the Mercer Global Listed Property Fund, which is taxed at
139%.
Since the Mercer Global Listed Property has a higher level of hedging (139%) than that is
desired by the Council (100%), the additional hedging (39%) is counted towards the total
hedging of the Global Equities sector. This is detailed below:
Fund

Hedging
Level (%)

Benchmark Contribution to total
Weight
Global Shares hedging

ANZ Global Equities

54.055.0

31.025.0

45.044.0

Acadian Low Volatility Equities 0.0
(via Mercer)

6.5

0.0

Mercer Global Listed Property 39.0
Fund (managed by Principal
Global Investors)

5.0

5.06.0

Global Equities Sector Total
Hedging

South Taranaki District Council
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Appendix 3

Investment Guidelines and Constraints
The guidelines and constraints required by the Council to be observed by each Investment
Manager, as applicable are set out below. For the purposes of these constraints, “Portfolio”
shall relate to the portion of the Fund’s assets under the management of the Investment
Manager.
Where the Council has an investment management agreement with the Investment
Manager, these guidelines and constraints should, so far as relevant, be incorporated into
that agreement. Where the Fund is invested into a pooled product the Council recognises
that the strict application of these guidelines and constraints may not be possible. The
Council expect the Investment Managers to inform the Trustees of any investment or
management practice that materially falls outside the guidelines and constraints so that the
Council can continually reassess the overall suitability of such an investment vehicle.


Investment of the Portfolio shall be made in compliance with all laws and regulations
governing investments and Local Authority bodies.



Each Manager is entitled to make use of derivative contracts for the following purposes:
•

strategies relating to yield curve and modified duration for cash and fixed interest
portfolios within the given exposure ranges;

•

to alter the Portfolio’s asset allocation (including country and/or currency
allocations) within the given exposure ranges;

•

as a hedge to manage exposure to foreign currency or other investment risks; and

•

to reduce transaction costs and improve liquidity by using derivative contracts to
take a position which would otherwise have been taken by buying or selling
physical stock.



The Manager must not use derivatives, physical securities or any combination of the
two to produce financial exposures that would result in the leverage of the Portfolio.
That is, the Portfolio’s net exposure to investment markets exceeding the value of the
Portfolio’s physical assets. Derivatives should only be used to produce financial
exposures which would be otherwise obtained through the use of physical securities in
the absence of leverage.



The Manager must not use derivatives, physical securities or any combination of the
two to produce financial exposures that would be effectively net short positions. A net
short position is considered to be the taking and maintenance of a position in respect
of one asset whereby the value of the Portfolio will be enhanced if the price of that asset
falls without a corresponding effective long position on the same or a highly correlated
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asset. Where a short position is effectively taken over more than one asset, as in the
case of a basket of index derivatives, the corresponding long exposure may be a basket
of physical or derivative securities which could reasonably be considered as a proxy for
those assets.


Not more than 10% of the Fund's assets may be invested in any one investment without
specific consideration and approval by the Council.



The Fund's interest in any externally managed pooled fund domiciled offshore shall not
exceed 10% of the assets of that pool, unless a larger investment is specifically
authorised by the Council.



All mandates should be actively managed (except for passive currency hedging where
required).



Investment in assets other than those contemplated by this policy statement (including
antiques, art, stamps, gold, silver, commodities or venture capital investments) are not
permitted without the prior approval of the Council.



Investment in Fund of Hedge Funds are excluded from the above.

Fixed interest


All non-Government guaranteed investments and Government guaranteed
investments of Governments with a credit rating below that of the NZ Government, as
measured by the Standard and Poor’s or equivalent rating measure, must be well
diversified.



No more than 10% of the externally managed Global Bonds portfolio shall be invested
in securities below investment grade as measured by Standard & Poor’s or equivalent.



New Zealand Fixed Interest investments are expected to be a minimum of investment
grade as measured by Standard & Poors or equivalent.



No more than 5% of the market value of the assets held by the fixed interest manager
should be invested in non-benchmark markets.



No more than 5% of the asset held by the fixed interest manager is to be held in any
one security or with one single issuer, other than a fund or a security representing a
collective investment of other securities, unless the security represents an OECD
sovereign borrower, issuer, or agency of an OECD government and supranational
borrowers.



No more than 10% of the asset held by the manager should be invested in the
obligations of a single issuer in the case of sovereign or supranational borrowers with
an AA rating by Standard & Poor’s’ or equivalent.



There shall be no restrictions on the obligations of a central bank or an equivalent
agency of a country with long term credit rating of AA as measured by Standard &
Poor’s’ or equivalent.



No investments in direct mortgages should be made.

South Taranaki District Council

LTIF SIPO

66

28

Audit and Risk Committee - Report

Cash


Cash and cash equivalent instruments should be invested with a high level of security
equal or better than a Moody's Prime 1 rating.

Shares and Listed Property


Investments must be confined to publicly listed widely held securities trading in
recognised markets. Unlisted shares and shares in companies about to be listed may
be held provided these holdings are disclosed to the Council.



The Fund should not hold more than 5% of the equity of any one company.



No direct holding in a single company should equate to over 7.5% of the market value
of the assets held by the manager.



A maximum of 35% of the Trans-Tasman shares portfolio is permitted to be invested in
companies listed on the Australian Stock Exchange. It is understood this is to be on
an opportunistic basis where the manager perceives added value and will continue to
be measured against the NZX50 Index.



Investment managers are delegated full discretion to exercise all voting rights, including
but not limited to voting proxies. Investment managers must exercise these voting rights
in the best interests of the Fund.
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Pῡrongo-Whakamārama
Information Report
To

Audit and Risk Committee

From

Kaihautū Pūtea / Chief Financial Officer, Vipul Mehta

Date

23 November 2020

Subject

Mercer’s Quarterly Investment Monitoring Report - LTIF
(This report shall not be construed as policy until adopted by full Council)

Whakarāpopoto Kāhui Kahika / Execu ve Summary
1.

Mercer’s has provided the Quarterly Investment Monitoring Report to September 2020.

Taunakitanga / Recommenda on(s)
THAT the Audit and Risk Committee receives Mercer’s Quarterly Investment Monitoring Report to
September 2020.

1
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Appendix A

Quarterly Report 30 September 2020

Reserving Position
The chart below shows the Council
sent the Council
base ($91.44m), with the dark green bars representing the inflation reserve; and together both of these green
bars represent the Council
($122.21m at quarter end). The grey bars represent the Council
investment fluctuation reserve and the Council
orange line ($148.97m as
at 30 September 2020).

South Taranaki District Council
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The chart shows the Council had a positive investment fluctuation reserve (estimated at $26.77m, or
approximately 21.9% of the real capital base at quarter end.
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MARKET RETURNS FOR PERIODS ENDING 30 SEPTEMBER 2020
QTR
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NOTE:
NZE (NZ Equity); AE (Australian Equity Local Currency); GE (Global Equities Local Currency); GENZD (Global Equities NZ Dollars); GP (Global Listed Property
Hedged); GLI (Global Listed Infrastructure); COM (Global Commodities Hedged); NZB (New Zealand Bonds); GB (Global Bonds Aggregate Hedged); C (New Zealand
Cash); FC (Foreign Currency Effect). The Foreign Currency Effect is simply the difference between the local currency and unhedged overseas share returns.

All returns in the following commentary are in local currency terms, unless stated otherwise

MARKET SUMMARY
Global equity markets continued their strong performance
in July, supported by a better-than-expected earnings
season in the US and continued fiscal support for
households and businesses. Emerging markets
outperformed, returning +5.3% (in unhedged NZD), ahead
of developed equities which finished up +3.4%. NZ equities
performed well, returning +2.5%. Monetary policy intended
to soften the economic impacts of the pandemic drove a
month of declining yields and positive returns in the global
bond market (+1.0%). Accommodative monetary policy
also aided the rally in gold with spot prices reaching alltime highs, and contributed to a weakening of the US
dollar.

pandemic disruptions. On-going virus-led activity
restrictions (most notably in Auckland) continued to
dampen economic activity and both business and
consumer confidence, while international border
restrictions significantly affected migration and tourism.
Ongoing support for domestic economic activity has been
provided through significant government spending on
business assistance and household income support.
However the removal of temporary support policies (such
as the Wage Subsidy scheme) has already commenced.
In response to these economic challenges, the Reserve
Bank of New Zealand (RBNZ) continued its commitment to
prolonged monetary support. The Monetary Policy
Committee agreed to continue with its Large Scale Asset
Purchase (LSAP) Programme of up to $100 billion in bond
purchases. The aim is to further lower household and
business borrowing rates in order to achieve the

Continued improvements in global manufacturing data
during August suggested that the rebound in activity was
starting to gain momentum. Combined with an indication of
persistently dovish central bank policies, equity markets
performed strongly. Developed equities finished up +6.3%,
while NZ equities were also positive, up +1.8%. Similarly
benefitting from an increase in manufacturing activity,
commodities were broadly positive with Crude Oil, Copper
and Iron all experiencing gains. NZ Bonds continued to
deliver positive returns (+0.8%), while global bond markets
slipped in August (-0.7%) as rates rose.

monetary instruments such as a Funding for Lending
Programme, negative OCR and purchases of foreign
assets continue to be investigated as potential options
should further monetary stimulus be required. The New
Zealand dollar finished the quarter up +0.4% against the
Trade Weighted Index of currencies as gains relative to
the US dollar (+2.7%) were offset by weakness against the
British pound (-1.9%), Euro (-1.7%) and Australian dollar (1.4%).

Equity markets took note of considerable headwinds in
September, losing ground after their widespread positive
trajectory from their pandemic-induced lows. The
upcoming US Presidential Election, resurgent Covid-19
cases in Europe and the US, and continued economic
weakness all represented uncertainties contributing to
developed equities declining in September (-2.9%). Bond
markets benefitted from the risk-off sentiment with both
global bonds (+0.4%) and NZ bonds (+0.7%) posting
positive months.

SIGNIFICANT DEVELOPMENTS
At the virtual Jackson Hole gathering of central
bankers, US Federal Reserve Chairman, Jerome
Powell, outlined an enhanced stance on monetary
policy, and signalled a transition to an average inflation
target. The principle of this change is to allow the US
central bank to overshoot its 2 percent target for a
period of time to compensate for historic periods of low
inflation, further solidifying expectations that US rates
will remain at very low levels for years to come.

Domestically, the level of economic activity remained
significantly below levels experienced prior to the
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Revised EU estimates show that the Eurozone
economy contracted by -11.8% in the second quarter
of 2020, capturing the full impact of the pandemic and
ensuing lockdowns. The results are the largest
contraction since records began in 1995 and of the
European bloc members, Spain experienced the
greatest fallout with GDP plunging by -18.5%, followed
by France (-13.8%), Italy (-12.8%) and Germany (9.7%).

evidence that inflation will continue to run moderately
above this 2% target. Within the US labour market,
consensus is that substantial improvements in the labourmarket is largely dependent on a broad and sustained
reopening of businesses, which in turn would be
dependent on how safe individuals felt about reengaging
in a wide range of activities. A number of the FOMC
participants projected that inflation would run below the 2%
target for a significant period before moving moderately
about that target for some time. The overall effect of the
pandemic on price levels is still judged to be disinflationary.

Australia officially entered into a technical recession
(two consecutive quarters of declining economic
growth) for the first time since 1991. The Q2 drop of a
-7.0% reduction in output
the largest drop since
records started in 1951 followed a -0.3% decline in
Q1, and was worse than the -6.0% drop widely
expected by economists.

Domestically, economic activity continues to be supressed
by ongoing border restrictions, reduced incomes for both
households and firms, general uncertainties with the
economic outlook, and softer demand from key tradingpartner economies. As government support programmes
begin to wind down and economic activity remains muted,
job losses are likely to continue. The Reserve Bank of New
Zealand (RBNZ) is forecasting the unemployment rate to
peak in December 2020 at around 8%. With the pandemic
disrupting global economic activity globally, New Zealand
exports have suffered reduced demand, challenging global
supply chains and a stronger exchange rate (relative to the
New Zealand dollar trade-weighted index of currencies).
Activity has started to resume in some economies as
countries which appear to have contained the virus begin
to ease their restrictions. Conversely, other countries who
had previously contained the virus have again re-imposed
restrictions in response to new outbreaks, highlighting the
difficulty in containing the virus while accommodating
economic activity.

The global tally of Covid-19 deaths reach a grim
milestone by the end of the quarter, surpassing 1
million. Confirmed cases of coronavirus have topped
33 million, with 8 million cases added in the month of
September alone.

MARKET OUTLOOK
Moving into the fourth quarter, the predominant market
driver continues to be the pandemic and the extent to
which countries try to arrest the spread of the virus. With
new cases of Covid-19 showing no signs of abating and
fears of second waves emerging in Europe (notably
Belgium, Netherlands and France), questions arise around
the severity of any lock-down measures to contain the
spread of the virus and their resulting economic
consequences. Additionally, progress on the development
of a vaccine continues to create both market optimism and
increased volatility.

In response to these challenges, the RBNZ agreed to
expand the Large Scale Asset Purchase (LSAP)
programme up to $100 billion and retain the Official Cash
Rate (OCR) at 0.25%. Demonstrating that unconventional
times call for unconventional policy, the RBNZ has agreed
that additional monetary instruments must be actively
investigated and prepared. These additional monetary

Focus on the US Presidential election on 3 November
continues to escalate, when voters will decide whether
incumbent President Donald Trump or Democratic
nominee Joe Biden will lead the nation going forward.
Current polling shows Biden leading the popular vote with
50% versus the 43% of Trump. Notably, Biden maintains a

whereby the RBNZ provides additional monetary stimulus
by offering low-cost, secured long-term funding to banks in
order to reduce their demand (and therefore price) of other
sources of funding. The aim of this is to lower the cost of
loans for households and businesses. Another potential
policy is to reduce the OCR below the zero-bound, in order
to lower short-term benchmark rates, flowing through to
lower lending and borrowing rates for households and
businesses. This would also put downward pressure on a
strengthening exchange rate. The third policy the RBNZ
has been openly discussing is the large scale purchase of
foreign assets (such as foreign government bonds),
creating a flow of demand for foreign currency in exchange
for New Zealand dollars, and putting downward pressure
on the exchange rate. The RBNZ has indicated a
preference to use an FLP and negative OCR in tandem
should additional monetary stimulus be required, with
many economic analysts anticipating that the FLP will be
put in place by the end of 2020 with a negative OCR to
follow in April 2021.

assumption has been that a Republican win on election
night would be bullish for markets given their pro-business
philosophy and a Democratic win bearish, given their
intentions to hike tax rates and impose greater regulations
earish for markets as originally
assumed, as the economic pain from any hike in tax rates
may be offset by the increased fiscal stimulus proposed by
the Democratic party. As always, this view is contingent on
the details, such as the timing of proposed tax hikes and
additional stimulus.
The US Federal Reserve (the Fed) released their Federal
Open Market Committee (FOMC) minutes for September
which reinforced the prevailing view that due to the
uncertainties ahead, more fiscal stimulus would be
required and that interest rates are unlikely to move in the
foreseeable future. Fed officials laid out a three-part test to
be met before considering raising short-term interest rates
from zero, which include labour markets meeting their
maximum employment goals; inflation reaching 2%; and
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numbers are still well below pre-Covid levels, and continue
to create a drag on the sector.

TRANS-TASMAN EQUITIES
New Zealand equities (+2.9%) performed impressively
over the quarter despite a return to varying degrees of
lockdown across New Zealand. Despite this, markets lost
ground towards the quarter close as index heavyweight a2
milk issued a profit warning (driven by the adverse effects
of the re-imposition of a lockdown in Victoria, Australia on
its daigou distribution channels) resulting in a -10% drop
on 28 September. Australian equities fell heavily on the last
day of the quarter, sealing a quarterly loss of -0.4% on what
was otherwise a largely flat quarter. Momentum from the
second quarter stalled after lockdown restrictions were reimposed on Melbourne in early August. Banks were the
worst performer over the quarter, down -6.9% as investors
weighed the potential for rising bad debts once
government support ceases.

NZ BONDS AND CASH
NZ Bonds returned +2.1% over the quarter, with NZ
government bonds and NZ corporate bonds returning
+2.6% and +1.7% respectively. The NZ 10-year bond yield
ended the quarter at 0.53%, down from 0.91% from the
prior quarter. NZ cash returned +0.1% over the quarter.

GLOBAL BONDS
Global aggregate bonds rose +0.7% over the quarter.
Although corporate bonds (+1.7%) led their government
bond (+0.7%) counterparts at quarter end, the risk-off
sentiment during September and resulting rotation into
safety saw a narrowing of credit spreads. The US 10-year
ended the quarter at 0.68%, largely unchanged from the
end of Q2.

GLOBAL EQUITIES
The MSCI World Index had a positive quarter, returning
+6.7% (+5.1% in unhedged NZD terms), despite global
equities suffering their worst September in almost a
decade. Gains made during the quarter were driven on the
back of positive economic data (such as US retail sales
and global PMI), declining Covid-19 case growth, reported
progress on vaccine developments, the prospect of a US
fiscal package being negotiated and existing fiscal support

COMMODITIES
Commodities returned +8.5% over the quarter, albeit
displaying weakness towards quarter-end. Oil managed
returns of +2.0% for the quarter after falling -6% in
September, driven by the combination of an expected
slowdown in the economic recovery and an OPEC forecast
of reduced oil demand for the remainder of the year. Gold
markets finished the quarter +5.3% (US$1,888 per ounce),
after declining from its all-time highs in August.

executive order. The subsequent September sell off was a
result of a risk-off sentiment due to uncertainties
surrounding the US election, delays to proposed fiscal
stimulus in the US, and the fear of a rise in Covid-19 cases
leading to new restrictions in various countries. Japanese
equities performed notably well over the quarter (+4.6%)
with a smooth transition of power from Shinzo Abe to
incoming Prime Minister Yoshihide Suga, and the
expected continuity of current fiscal and monetary stimulus
with no immediate signs of restrictions being tightened. UK
(-4.6%) and European (+0.3%) equities were less positive
as pandemic-related setbacks started to emerge in several
countries.

CURRENCY
The New Zealand dollar (NZD) largely lost ground against
its major trading partners during the quarter, with the
exception of the US dollar (+2.7%) which suffered its worst
month in almost a decade. Notable movements against the
NZD were falls against the British pound (-1.9%), Euro (1.7%) and the Australian dollar (-1.4%). The NZD finished
the quarter up +0.3% against the Trade Weighted Index of
currencies.

Within developed markets, Consumer Discretionary
(+14.8%) and Information Technology (+11.4%) performed
the best over the quarter, followed closely by Industrials
(+10.0%). Energy (-17.1%) and Telecommunications
Services (0.0%) performed the weakest.

Sector
NZ Equities

S&P/NZX 50 with Imputation Credits

Australian Equities

S&P ASX200 (AUD)

Global Equites

MSCI World Index with net dividends
reinvested (in local currency)

Global Equites (unhedged)

MSCI World Index with net dividends
reinvested (NZD)

Global Listed Property

FTSE EPRA NAREIT Developed Index (NZD
hedged)

Global Listed Infrastructure

FTSE Global Core Infrastructure 50/50 (NZD
hedged)

Commodities

Bloomberg Commodity Index (NZD hedged)

NZ Bonds

S&P/NZX NZ Government Bond Index

Global Bonds - Government

Citigroup World Government Bond Index (NZD
hedged)

Global Bonds - Aggregate

Bloomberg Barclays Global Aggregate Index
(NZD hedged)

Cash

S&P/NZX Bank Bills 90-Day Index

PROPERTY
Global listed property was up +0.7% over the quarter. After
delivering gains early in the quarter on the back of a bill
passed in the US offering support for hotels and shopping
centres via a government backed funding vehicle,
enthusiasm waned as the impact of a return to various
levels of national lockdowns weighed on the sector.

LISTED INFRASTRUCTURE
Listed Infrastructure closely tracked its property
counterpart, returning +0.8% over the quarter. After a
strong performance in Q2, returns were muted in Q3 as
new pandemic hotspots flared up in the US and worldwide,
creating uncertainties regarding lockdowns and policy
responses. Air traffic, toll road usage and commuter

87

Benchmark

Audit and Risk Committee - Information Reports

88

Audit and Risk Committee - Information Reports

Pūrongo-Whakamārama
Information Report
To

Audit and Risk Committee

From

Kaihautū Pūtea / Chief Financial Officer, Vipul Mehta

Date

23 November 2020

Subject

Quarterly Financial Report for period ending 30 September 2020
(This report shall not be construed as policy until adopted by full Council)

Whakarāpopoto Kāhui Kahika / Execu ve Summary
1.

This report contains the Financial Variance Report and the Performance Measures Report
for the first quarter of the financial year to 30 September 2020. The report contains Council
officer’s commentary on variances for the Council’s activities and support centres and
management comments on variances have also been included where relevant.

2.

Overall, the Council’s Consolidated Operating Expenditure Statement shows a surplus of
$2,284,247 against a budgeted surplus of $417,102 before accounting adjustments of loss
on derivative contracts ($300,762).

Taunakitanga / Recommenda on
THAT the Audit and Risk Committee receives the First Quarter Financial Report for the period
ending 30 September 2020.

Expenditure
3.

Total operational expenditure is $1,745,610 under budget. Direct Costs are $1,422,995 or
18% under budget. The main reason for the difference relates to some of the roading works
programme being slightly behind schedule and the maintenance yet to be done in some
activities.

4.

Interest paid is $168,126 or 11% underspent due to timing and delays with capital projects
and savings in borrowing costs due to lower interest rates.

5.

Depreciation is $21,901 over budget as a result of asset revaluation completed as at 30 June
2020. Overall, the depreciation has increased as a result of the revaluation.

6.

Personnel costs are $176,390 underspent mainly due to staff vacancies.

1
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Income
7.

Total income is over budget by $121,536. The Long Term Investment Fund (LTIF) income
was above budget by $2,342,980 due to strong market conditions. The User Fees and
Charges income was down by $443,390 mainly due to the internal charges related to trade
waste yet to be charged between Hawera and Eltham Wastewater Treatment. The Grants
and Subsidies income was under budget by $712,106 mainly due to NZTA subsidies as a
result of the timing of roading projects. The Sundry Revenue was underbudget mainly due
to less water transfer between the schemes.

Accounting Adjustments
8.

The accounting adjustment relates to a loss on derivative (swaps) contracts of $300,762.

Long Term Investment Fund (LTIF)
9.

As at 30 September 2020, the invested assets of the LTIF totalled $148.97 million. The
performance is shown below with the summary extracted from Mercer’s Quarterly
Investment Report.

10.

The total income from the LTIF is $4.60 million against budget income of $2.26 million due
to strong market conditions.

11.

Sector

Manager

Assets $m

Allocation %

Trans-Tasman Equities
Global Equities
Alternatives
Low Volatility
Listed Infrastructure
Global Property
NZ Fixed Interest
Cash
Global Fixed Interest
Sub-total
Internal Borrowings
WPC – Cash
Total LTIF

Nikko
ANZ
Mercer
Mercer
First state
Mercer
Harbour
ANZ
Tower

20.18
39.54
8.12
10.20
6.84
6.46
14.27
11.03
11.95
128.59
18.25
2.13
148.97

13.5%
26.5%
5.5%
6.8%
4.6%
4.3%
9.6%
7.4%
8.1%
86.3%
12.3%
1.4%
100.00%

STDC
STDC

The gross time weighted return for the quarter to 30 September 2020 was 3.3%, 0.7% above
the benchmark.

2

90

Audit and Risk Committee - Information Reports

Borrowing
12.

Total borrowing is $130.45 million as at 30 September 2020 including external borrowing of
$112.2 million and internal borrowing of $18.25 million.

13.

The weighted average interest rate on external debt for the quarter ending 30 September
2020 is 3.87%.

Vipul Mehta

Kaihautū Pūtea
Chief Financial Officer

[Approved by]
Marianne Archibald

Kaiarataki Tōpūranga
Group Manager Corporate Services

3
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Non-Financial Performance Measures for Quarter One as at 30 September 2020

Achieved/On Track

At Risk

Not Achieved/Not on Target

Q#
N/A

This measure can only be reported on in a certain quarter

This measure is not applicable for this year

https://orion.stdc.govt.nz/p/doc/orgman/1/crppln/ram/2020-21 - Non-Financial Performance Measures Quarter 1.docx
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Democracy & Leadership
Level of Service

Performance Measure
C=customer measure
T=technical measure

We make well informed
decisions that support
the current and future
needs of the
community, in an open
and transparent
manner.

(C) % of residents who feel
that the Council is moving in
the right direction.

We engage with our
community and provide
opportunities for the
community to
participate in decisionmaking.

(C) % of residents who are
satisfied or neutral with their
opportunity to participate in
Council decision- making
processes.

We keep residents
informed of Council
activities through a
variety of media.

(C) % of residents who know
where to access Council
information when they want it
(website, newspaper,
Libraries, Contact Centre).

We have strong
relationships with local
Iwi and work together
in a range of ways so
that their perspectives
inform our decisions.

Iwi representatives are
appointed to the Iwi Liaison
Committee and the Council's
standing committees.

(C) % of residents who agree
decisions made by Council
represent the best interests of
the District.

Target
2020/21

≥ 80%

≥ 70%

≥ 80%

≥ 85%

Achieved

Actual

Q4

Q4

Q4

Q4

Status

Q4

The Annual Resident’s Survey will be
undertaken in Q3 with the results published
in Q4.

Q4

The Annual Resident’s Survey will be
undertaken in Q3 with the results published
in Q4.

Q4

Q4

The Annual Resident’s Survey will be
undertaken in Q3 with the results published
in Q4.

The Annual Resident’s Survey will be
undertaken in Q3 with the results published
in Q4.

1. Achieved

1. Iwi representatives have been
appointed to the Iwi Liaison Committee
by the relevant Iwi.

2. Achieved

2. Iwi representatives have been
confirmed for the Audit and Risk

https://orion.stdc.govt.nz/p/doc/orgman/1/crppln/ram/2020-21 - Non-Financial Performance Measures Quarter 1.docx

159

For Quarter One
as at 30 September 2020
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Level of Service

Performance Measure
C=customer measure
T=technical measure

Target
2020/21

Actual

Status

For Quarter One
as at 30 September 2020
Committee and Environment and
Hearings Committee. We are waiting for
nominations for the Community
Services and Infrastructure Services
Portfolio Groups.

Water Supply
Level of Service

Performance Measure
C=customer measure
T=technical measure

The water supply is
accessible and
reliable.

(C) Number of complaints
received about continuity of
supply (per 1,000 connections).

Target
2020/21

Actual

Status

For Quarter One
as at 30 September 2020
Achieved. 1.87 complaints per
connections were received in Q1.

1,000

≤ 10

1.87

≤ 8 hrs

0

Achieved. There were no shutdowns lasting
eight hours or more in Q1.

≤ 2 hrs

31 min

Achieved. The median response time for
service personnel to attend urgent callouts
was 31 minutes in Q1.

≤ 5 hrs

4h/9m

DIA Performance Measure 4d
(T) Duration of water outage to
comply with the Health Drinking
Water Amendment Act.
(T) Median response time for
service personnel to attend
urgent call-out.
DIA Performance Measure 3a
(T) Median response time for
service personnel to resolve

https://orion.stdc.govt.nz/p/doc/orgman/1/crppln/ram/2020-21 - Non-Financial Performance Measures Quarter 1.docx
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Achieved. The median time for service
personnel to resolve urgent callouts was 4
hours 9 minutes in Q1.
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Level of Service

Performance Measure
C=customer measure
T=technical measure
urgent call-out (P1 < 250 mm
diameter main).

Target
2020/21

Actual

Status

For Quarter One
as at 30 September 2020

DIA Performance Measure 3b
(T) Median response time for
service personnel to resolve
urgent call-out (P1 ≥ 250 mm
diameter main).

Achieved. There have been no urgent callouts
recorded for mains ≥ 250 mm diameter in Q1.
≤ 9 hrs

NA

DIA Performance Measure 3b
(T) Median response time for
service personnel to attend
non-urgent call-out (P2).

≤ 2 days

21h/21m

Achieved. The median response time for
service personnel to attend non-urgent
callouts (P2) was 21 hours 21 minutes in Q1.

DIA Performance Measure 3c
The water supply is
accessible and
reliable.

(T) Median response time for
service personnel to attend
non-urgent call-out (P3).

≤ 5 days

3d/0h/58m

Achieved. The median response time for
service personnel to attend non-urgent callouts (P3) was 3 days, 0 hours, 58 minutes in
Q1.

1d/3h/46m

Achieved. The median response time for
service personnel to fully complete nonurgent call-outs (P2) was 1 day, 3 hours, 46
minutes in Q1.

3d/3h/42m

Achieved. The median response time for
service personnel to fully complete nonurgent call-outs (P3) was 3 days, 3 hours, 42
minutes in Q1.

DIA Performance Measure 3c
(T) Median response time for
service personnel to resolve
non-urgent call-out (P2).

≤ 2 days

DIA Performance Measure 3d
(T) Median response time for
service personnel to resolve
non-urgent call-out (P3).

≤ 5 days

DIA Performance Measure 3d

https://orion.stdc.govt.nz/p/doc/orgman/1/crppln/ram/2020-21 - Non-Financial Performance Measures Quarter 1.docx
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Level of Service

Water supplied is
clean and healthy.

Performance Measure
C=customer measure
T=technical measure
(T) Extent of compliance with
current NZ Drinking Water
Standards (for bacteria).

Target
2020/21

10/10

Actual

Status

For Quarter One
as at 30 September 2020
Achieved. All plants and reticulated networks
complied with Drinking Water Standards NZ in
Quarter 1.

10/10

DIA Performance Measure 1a
(T) Extent of compliance with
NZ Drinking Water Standards
(for protozoa).

10/10

Achieved. All plants comply with NZ Drinking
Water Standards (for protozoa).

10/10

DIA Performance Measure 1b
Water supplied is
clean and healthy.

(T) Water Safety Plans approved
by DHB.

Large and medium supplies have previously
approved plans. However, due to COVID-19
Ōpunakē, Eltham, Waverley and Waimate
West are under extended renewal until mid2021 - their plans expired in June 2020 and
require renewal. The Pātea plan was recently
submitted and awaiting approval.

3/10

10/10

Small supplies at Rāhotu, Waiinu and
Waverley Beach will have plans created under
a new model in 2021.
The water supply is
managed
sustainably.

(T) % Water Losses.
DIA Performance Measure 2
(T) Average consumption of
drinking water per day per
resident.

≤ 10%

Q4

Q4

Annual measure to be calculated in Q4.

Annual measure to be calculated in Q4.
≤ 340 L/c/d

Q4

Q4

DIA Performance Measure 5

https://orion.stdc.govt.nz/p/doc/orgman/1/crppln/ram/2020-21 - Non-Financial Performance Measures Quarter 1.docx
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Level of Service

Performance Measure
C=customer measure
T=technical measure
(T) % of compliance with
resource consents for
abstraction.

Consumers are
satisfied with the
Water Supply
service.

Number of complaints received
about drinking water clarity (per
1,000 connections).

Target
2020/21

100%

Actual

Status

80%

For Quarter One
as at 30 September 2020
There were discharge volume variances at
Waimate West on 11 days and Ōpunakē on 7
days – these 18 out of 92 days for Q1 are
subject to Taranaki Regional Council
consideration.

1.40

Achieved. 1.40 complaints about drinking
water clarity per 1,000 connections were
received in Q1.

1.31

Achieved. 1.31 complaints about drinking
water taste per 1,000 connections were
received in Q1.

1.40

Achieved. 1.40 complaints about drinking
water odour per 1,000 connections were
received in Q1.

≤3

0.65

Achieved. 0.65 complaints about drinking
water pressure per 1,000 connections were
received in Q1.

≤2

0

Achieved. No reported complaints were
received about response to the above in Q1.

≤3

DIA Performance Measure 4a
Number of complaints received
about drinking water taste (per
1,000 connections).

≤3

DIA Performance Measure 4a
Consumers are
satisfied with the
Water Supply
service.

Number of complaints received
about drinking water odour (per
1,000 connections).

≤3

DIA Performance Measure 4b
Number of complaints received
about drinking water pressure
or flow (per 1,000 connections).
DIA Performance Measure 4c
Number of complaints received
about response to the above
(per 1,000 connections).

https://orion.stdc.govt.nz/p/doc/orgman/1/crppln/ram/2020-21 - Non-Financial Performance Measures Quarter 1.docx
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Level of Service

Performance Measure
C=customer measure
T=technical measure
DIA Performance Measure 4e
(C) Total number of complaints
(per 1000 connections).
DIA Performance Measures 4a4e
(C) % of consumers are satisfied
with the Water Supply overall.

Target
2020/21

Actual

≤ 24

Status

Achieved. 6.64 complaints per
connections were received in Q1.

6.64

Q4

≥ 80%

For Quarter One
as at 30 September 2020

Q4

1,000

The Annual Resident’s Survey will be
undertaken in Q3 with the results published in
Q4.

Stormwater
Level of Service

Council provides a
reliable stormwater
system which prevents
houses from flooding.

Performance Measure
C=customer measure
T=technical measure
(C) Number of reported flooding
incidents of habitable properties.

Target
2020/21

<10

Actual

Status

0

For Quarter One as at 30 September 2020

Achieved. No flooding incidents of habitable
properties were received for Q1.

DIA Performance Measure 1a
(T) For each flooding event, the
number of habitable floors
affected per 1,000 properties rated
for stormwater.

Achieved. No flooding incidents of habitable
properties were received for Q1.
≤ 1.0

0

DIA Performance Measure 1b

https://orion.stdc.govt.nz/p/doc/orgman/1/crppln/ram/2020-21 - Non-Financial Performance Measures Quarter 1.docx

164

Page 7 of 30

Audit and Risk Committee - Information Reports

The stormwater system
is managed sustainably.

(T) Number of abatement notices
received by STDC for stormwater
discharges.

0

0

Achieved. No abatement notices were
received for Q1.

DIA Performance Measure 2a
(T) Number of infringement notices
received by STDC for stormwater
discharges.

0

0

Achieved. No infringement notices were
received for Q1.

DIA Performance Measure 2b
(T) Number of enforcement orders
received by STDC for stormwater
discharges.

0

0

Achieved. No enforcement orders were
received for Q1.

DIA Performance Measure 2c
(T) Number of successful
prosecutions made against STDC
for stormwater discharges.

0

0

Achieved. No prosecutions were made
against STDC in Q1.

DIA Performance Measure 2d
Council will respond
promptly to reports of
flooding and customer
requests.

(C) Number of complaints received
about stormwater system and
response to issues (per 1,000
connections).

≤1

0

Achieved. No complaints were received
about the stormwater system or response to
issues for Q1.

DIA Performance Measure 4
(T) Median response time for
service personnel to attend
flooding event.

≤ 2 hrs

NA

Achieved. No flooding events were reported
in Q1.

DIA Performance Measure 3

https://orion.stdc.govt.nz/p/doc/orgman/1/crppln/ram/2020-21 - Non-Financial Performance Measures Quarter 1.docx
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Residents are satisfied
with the Stormwater
system.

(C ) % of residents satisfied with
the stormwater system.

≥ 80%

Q4

The Annual Resident’s Survey will be
undertaken in Q3 with the results published
in Q4.

Status

For Quarter One as at 30 September 2020

Wastewater
Level of Service

Sewage is managed
without risk to public
health.

Performance Measure
C=customer measure
T=technical measure
(C) Number of sewerage overflows
into occupied buildings due to faults
in the public wastewater system.
(T) Median response time for service
personnel to attend overflow.

Target
2020/21

Actual

0

0

Achieved. No sewage overflows occurred into
occupied buildings due to faults in the public
wastewater system for Q1.

33 min

Achieved. The median response time for
service personnel to attend overflows for the
year to date was 33 minutes.

≤ 2 hrs

DIA Performance Measure 3a
(T) Median response time for service
personnel to resolve overflow.
DIA Performance Measure 3b
(C) Number of customer complaints
per year relating to odours from
wastewater pump stations or
treatment facilities (per 1,000
connections).

≤ 5 hrs

4h/3m

≤1

0

≤ 24

1.52

Achieved. The median response time for
service personnel to resolve overflows for the
year to date was 4 hours 3 minutes.

Achieved. There were no
1,000 connections were
odours from wastewater
and/or treatment facilities
date.

complaints per
received about
pump stations
for the year to

DIA Performance Measure 4a
(C) Number of complaints received
about sewerage system faults (per
1,000 connections).

https://orion.stdc.govt.nz/p/doc/orgman/1/crppln/ram/2020-21 - Non-Financial Performance Measures Quarter 1.docx
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Achieved. For Q1 1.52 complaints per 1,000
connections were received about sewerage
system faults (as per CRM system).
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Level of Service

Performance Measure
C=customer measure
T=technical measure
DIA Performance Measure 4b
(C) Number of complaints received
about sewerage system blockages
(per 1,000 connections).

Target
2020/21

≤ 11

Actual

Status

For Quarter One as at 30 September 2020

1.52

Achieved. 1.52 complaints per 1,000
connections were received about sewerage
system blockages in Q1.

0

Achieved. No reported complaints were
received about response to issues for Q3, nor
for the year to date.

DIA Performance Measure 4c
Sewage is managed
without risk to public
health.

(C) Number of complaints received
about response to issues (per 1,000
connections).

≤3

DIA Performance Measure 4d
(C) Total number of complaints (per
1000 connections).

≤ 39

3.04

≤1

0

Achieved. 3.04 complaints per
connections were received in Q1.

1,000

DIA Performance Measure 4a-4d
(T) Number of dry weather
overflows per 1,000 connections.

Achieved. No dry
occurred during Q1.

weather

overflows

DIA Performance Measure 1
(T) % of compliance with discharge
standards.

(T) Number of abatement notices
received for discharges.

100%

0

98.09%

0

No Achieved. Three conditions were not met
during Q1. Pātea WWTP discharge flow (rain),
Waverley unionized ammonia and filtered
BOD at 400m downstream of discharge.
Achieved. No abatement notices were
received for discharges in Q1.

DIA Performance Measure 2a

https://orion.stdc.govt.nz/p/doc/orgman/1/crppln/ram/2020-21 - Non-Financial Performance Measures Quarter 1.docx
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Level of Service

Sewage does not affect
the quality of the
environment.

Performance Measure
C=customer measure
T=technical measure
(T) Number of infringement notices
received for discharges.

Target
2020/21

Actual

Status

For Quarter One as at 30 September 2020

0

0

Achieved. No infringement notices were
received in Q1.

0

Achieved. No enforcement orders were
received in Q1.

0

0

Achieved. No convictions were received in
Q1.

DIA Performance Measure 2b
(T) Number of enforcement orders
received for discharges.

0

DIA Performance Measure 2c
(T) Number of convictions received
for discharges.
DIA Performance Measure 2d
Sewage does not affect
the quality of the
environment.

(T) Annual rainfall – derived inflow
and infiltration.

4%

Q4

Residents are satisfied
with Wastewater
services overall.

(C) % of consumers satisfied with
the Wastewater services overall.

≥ 80%

Q4

Q4

This will be reported on in Q4.

Q4

The Annual Resident’s Survey will be
undertaken in Q3 with the results published
in Q4.

Status

For Quarter One as at 30 September 2020

Solid Waste
Level of Service

A reliable weekly
kerbside recycling and

Performance Measure
C=customer measure
T=technical measure
(T) Number of complaints received
for genuine missed collection that

Target
2020/2
1
2

Actual

1.67

https://orion.stdc.govt.nz/p/doc/orgman/1/crppln/ram/2020-21 - Non-Financial Performance Measures Quarter 1.docx
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Achieved. An average of 1.67 complaint(s)
per month were received during Q1 for
missed collections that were not resolved.
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rubbish collection
service is provided.

are not resolved (average per
month).
(C) % of customers satisfied with the
Solid Waste collection service.

A reliable, well
managed (user pays)
fortnightly kerbside
greenwaste collection
service is provided.

(C) Average number of complaints
received for genuine missed
greenwaste bins (excluding noncompliant bins) per collection.

Transfer stations are
safe and well
maintained.

(C) Number of complaints received
about poor maintenance, noise or
smell for Transfer Stations.

Recycling is encouraged
and less waste is sent to
the regional landfill.

(T) % of Council controlled waste
diverted from landfill each year.

≥ 90%

≤6

≤5

30%

Q4

Q4

1.8

0

26.3%
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The Annual Resident’s Survey will be
undertaken in Q3 with the results published
in Q4.
Achieved. The average number of missed
bins per collection was 1.8 for Q1.

Achieved. No complaints were received
about poor maintenance, noise or smell at a
transfer station for Q1.
Not Achieved. The total waste diversion from
landfill, inclusive of recycling and green
waste was 26.3% for Q1. This includes some
estimated residual waste figures from
recycling. This was largely not achieved as a
result of additional commercial general
waste disposed at the Hāwera Transfer
Station that has been disposed of direct to
landfill in the past. However, this waste is
now accepted at the Hāwera Transfer Station
for cartage to Bonny Glen.
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Roading and Footpaths (includes Road Safety and Pathways)
Level of Service

Performance Measure
C=customer measure
T=technical measure

Council provides roads
(T) % of roads meeting the
which are safe and
roughness standard (deviation of
comfortable to drive on. true plane) remains stable or
improves.

Target
2020/21

Actual Status

For Quarter One
as at 30 September 2020
The roughness survey will be undertaken in
Q3 (February to March) with the results
reported in Q4.

92%

Q4

Q4

≥ 75%

Q4

Q4

The Annual Resident’s Survey will be
undertaken in Q3 with the results published
in Q4.

Q4

Three serious injury crashes were reported in
Q1. Two were reported in this quarter in the
previous year. Final numbers will be reported
on in Q4.

Q4

We have programmed to seal 6%. Actual
achievement will be reported in Q4 when the
programmed is completed. Final numbers
will be reported on in Q4.

DIA Performance Measure 2
(C) % of road users satisfied with the
condition of Council roads.
(T) Annual change in number of
fatalities and serious injury crashes
on local road network.
DIA Performance Measure 1
The roading network is
maintained in good
condition.

(T) % of sealed local road network
resurfaced annually.

Footpaths are
maintained in good
condition and are fit for
purpose.

(T) % of footpaths with condition
rating 1-4.

Council will respond
promptly to customer

(T) % of urgent customer service
requests relating to roads and

DIA Performance Measure 3

DIA Performance Measure 4

Decrease
by 1 or
zero

6%

Q4

Q4

92%

Q4

≥ 95%

100%

Q4
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The roughness survey will be undertaken in
Q3 (February to March) with the results
reported in Q4.
Achieved. Four urgent CRMs were received
in Q1 and were responded to within 2
working days.
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Level of Service

service requests for
roads and footpaths.

Performance Measure
C=customer measure
T=technical measure
footpaths responded to within 2
working days.

Target
2020/21

Actual Status

For Quarter One
as at 30 September 2020

DIA Performance Measure 5
(T) % of non-urgent customer service
requests relating to roads and
footpaths responded to within 5
working days.

Achieved. 256 out of 285 CRMs were
responded to within 5 working days in Q1.
≥ 90%

90%

Target
2020/21

Actual

DIA Performance Measure 5

Community Facilities
Parks and Reserves
Level of Service

Performance Measure
C=customer measure
T=technical measure

Parks and reserves are
tidy and well
maintained.

(C) % of customers satisfied with the
level of maintenance in Council
parks and reserves.

Visitors feel safe and
enjoy visiting our parks
and reserves.

(C) Number of incidents recorded
per annum due to poor maintenance
or design.

≥ 90%

≤6

Q4

Status

For Quarter One as at 30 September 2020

Q4

The Annual Resident’s Survey will be
undertaken in Q3 with the results published
in Q4.

0
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Achieved. There were no incidents reported
in Q1.
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(C) % of customers satisfied that the
provided playgrounds meet the
needs of users.

≥ 80%

Q4

Q4

The Annual Resident’s Survey will be
undertaken in Q3 with the results published
in Q4.

Actual

Status

For Quarter One as at 30 September 2020

Public Spaces
Level of Service

Performance Measure
C=customer measure
T=technical measure

Visitors feel safe and enjoy
visiting our public spaces.

(C) Number of incidents
reported per annum due to
poor maintenance or design.

Target
2020/21

≤6

Achieved. There were no incidents reported
in Q1.

0

Halls
Level of Service

Halls are well
maintained and
serviced.

Performance Measure
C=customer measure
T=technical measure
(C) % of customers satisfied with the
maintenance and cleanliness of
Halls.

Target
2020/21

Actual

Status

For Quarter One as at 30 September 2020

Q4

The Annual Resident’s Survey will be
undertaken in Q3 with the results published in
Q4.

≥ 90%

Q4

Target
2020/21

Actual

Status

For Quarter One as at 30 September 2020

30,000+

Q3

Q3

No results to report in Q1. Pool season runs
from 12 December 2020 to 11 March 2021.

Swimming Pools
Level of Service

Rural Pools are
attractive
environments.

Performance Measure
C=customer measure
T=technical measure
(C) Total number of users of rural
pools is greater than 30,000.
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Level of Service

Performance Measure
C=customer measure
T=technical measure

Target
2020/21

Actual

Status

Rural Pools are well
maintained.

(C) % of customers satisfied with
venues being well maintained.

≥ 90%

Q3

Q3

Customers are
satisfied with services.

(C) % of users satisfied with services
provided by staff.

≥ 90%

Q3

Q3

Rural Pools are safe
environments.

(C) Number of accidents reported
per annum due to poor maintenance
or design.

Rural Pools water
quality is safe.

(T) % of compliance with NZ5826
through regular water quality tests.

The Aquatic Centre is
an attractive
environment.

(C) Number of users of the Aquatic
Centre is greater than 90,000 per
annum.

The Aquatic Centre is
well maintained.
Customers are
satisfied with services.

≤5

≥ 90%

Q3

Q3

Q3
Q3

For Quarter One as at 30 September 2020

No results to report in Q1. Pool season runs
from 12 December 2020 to 11 March 2021.

No results to report in Q1. Pool season runs
from 12 December 2020 to 11 March 2021.
No results to report in Q1. Pool season runs
from 12 December 2020 to 11 March 2021.

No results to report in Q1. Pool season runs
from 12 December 2020 to 11 March 2021.

≥ 90,000

Q4

Q4

14,985 users of the Aquatic Centre were
recorded in Q1. This was down by 3,109 on
the prior year due to COVID-19. Final
numbers will be reported on in Q4.

(C) % of users satisfied with the
venue being well maintained.

≥ 90%

Q4

Q4

The Annual Resident’s Survey will be
undertaken in Q3 with the results published
in Q4.

(C) % of users satisfied with services
provided by staff.

≥ 90%

Q4

Q4

The Annual Resident’s Survey will be
undertaken in Q3 with the results published
in Q4.
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Level of Service

Performance Measure
C=customer measure
T=technical measure

The Aquatic Centre is a (T) The Aquatic Centre holds current
safe environment.
national Poolsafe™ accreditation.

(C) Number of accidents reported
per annum due to poor maintenance
or design.
The Aquatic Centre
actively promotes
swim programmes.

(C) Number of Aqua School Learn to
Swim enrolments are no less than
1,400 per annum.

Target
2020/21

Actual

Status

For Quarter One as at 30 September 2020

Achieved. Current accreditation held.
Held

≤5

≥ 1,400

Held

Achieved. No incidents have been reported
during Q1.

0

Q4

Q4

There were 216 enrolments for Learn to
Swim in Q1. This number is down by 98 on
last year due to COVID-19. Final numbers will
be reported on in Q4.

Public Toilets

Level of Service

Toilets are safe, accessible
and well maintained.

Performance Measure
C=customer measure
T=technical measure
(C) % of residents satisfied
with cleanliness and
maintenance of Public Toilets.
(C) % of residents satisfied
with Public Toilet opening
hours.

Target Actual
2020/21

≥ 80%

≥ 85%

Q4

Q4

Status

Q4

The Annual Resident’s Survey will be
undertaken in Q3 with the results published in
Q4.

Q4

The Annual Resident’s Survey will be
undertaken in Q3 with the results published in
Q4.
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For Quarter One as at 30 September 2020
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Cemeteries
Level of Service

Performance Measure
C=customer measure
T=technical measure

Cemeteries are tidy and well (C)% of customers satisfied
maintained.
with the tidiness and level of
maintenance at Cemeteries.
Interments are managed
with respect and sensitivity.

(C) Number of complaints
regarding interment
processes.

Target
2020/21

Actual

Status

For Quarter One as at 30 September 2020

≥ 95%

Q4

Q4

The Annual Resident’s Survey will be
undertaken in Q3 with the results published in
Q4.
Achieved. One complaint was received in Q1.

≤3

1

Target
2020/21

Actual

A wrong plot was dug; the contractor had an
updated amended interment and map,
however it had not been passed onto the
relevant person working on the site.

Pensioner Housing
Level of Service

Performance Measure
C=customer measure
T=technical measure

Council will provide well
maintained and
affordable Pensioner
Housing.

(T) % of Pensioner Housing units
are rated good to very good using
the minimum standards included
in the Pensioner Housing Policy.

76%

70%

(C) % of tenants satisfied with the
standard of their accommodation.

≥ 95%

Q4

Tenants are supported to
remain independent in
their communities of

(C) % of tenants satisfied with the
social support service provided
(or who rate the social service
good or above).

≥ 90%

Q4

Status

Not Achieved. A further 10 units with
inaccessible ceiling cavities have been retrofitted
and will meet the criteria when ceiling insulation
can be installed in conjunction with roof
replacements, bringing the total to 87%.

Q4
Q4
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For Quarter One as at 30 September 2020

The Annual Tenants’ Survey will be completed
in Q4.
The Annual Tenants’ Survey will be completed
in Q4.

Page 18 of 30

Audit and Risk Committee - Information Reports

choice for as long as they
are able.

TSB Hub
Level of Service

TSB Hub is an attractive,
well maintained and well
used venue.

Performance Measure
C=customer measure
T=technical measure
(C) Numbers of users of TSB
Hub.
(C) % of users satisfied with
standard of service provided.

TSB Hub provides a safe
environment.

(C) Number of accidents
reported per annum due to poor
maintenance or design.

Target
2020/21

Actual

Status

≥ 150,000

Q4

Q4

≥ 90%

100%

≤3

0

Target
2020/21

Actual

For Quarter One as at 30 September 2020

37,946 visits were recorded for Q1, which is
slightly higher than for the same period in
2019. Final numbers will be reported on in Q4.
Achieved. Results showed that 100% of
respondents were either satisfied or very
satisfied with the standard of service they
received in Q1.
Achieved. No accidents reported that are
attributed to poor maintenance or design in Q1.

Arts & Culture
Arts
Level of Service

Performance Measure
C=customer measure
T=technical measure

Opportunities are
provided to participate in
arts activities.

(C) Number of programmes or
projects facilitated or supported
per annum.

10

Q4

Status

Q4
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For Quarter One as at 30 September 2020

These programmes/projects were facilitated in
Q1. Final numbers will be reported on in Q4.
Pātea Pou Project installed July 2020 – seven steel
sculptures, which was a collaborative project
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facilitated with Project Reef Life, Pātea Area
School, local engineers and Iwi partners. The
project ceremony and karakia were held at the
Hunter Shaw building.
The Council supported artist applications to the
South Taranaki Creative Communities Scheme.
This was extended due to the COVID-19
pandemic.
Arty Adventures School Holiday Programmes
were held at Ōpunakē, Eltham and Hāwera
LibraryPlus, inspired by NZ Children’s Book
Awards books.

Heritage – Aotea Utanganui – Museum of South Taranaki
Level of Service

Performance Measure
C=customer measure
T=technical measure

Visitors feel welcome and (C) % of customers satisfied
enjoy the Museum.
with their visit.
The collection of
artefacts and archives is
protected for future
generations.

Target
2020/21

Actual

≥ 95%

100%

(C) Number of collection items
Social history
re-housed to Museum
400 objects
standards.
archived
20 linear
metres

Q4

Status

Achieved. There were 78 comments in Q1, of
which 100% were positive.

Q4
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For Quarter One as at 30 September 2020

For Q1, 85 Social History objects have been stored
and catalogued into Past Perfect. Final numbers
will be reported on in Q4.
Archive has received a full audit and has been
entered at box and subject level into a
spreadsheet format database.
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LibraryPlus
Level of Service

Performance Measure
C=customer measure
T=technical measure

LibraryPlus facilities are
well resourced and have
friendly, helpful staff.

(C) % of customers satisfied
with facilities and customer
service.

LibraryPlus materials and
resources are relevant to
current information and
leisure needs of the
community.

(C) % of customers satisfied
with materials, resources and
information provided.

Target
2020/21

≥ 95%

Actual

Q4

Status

Q4

≥ 95%

Q4

Q4

Target
2020/21

Actual

Status

For Quarter One as at
30 September 2020
The Annual Resident’s Survey will be undertaken
in Q3 with the results published in Q4.

The Annual Resident’s Survey will be undertaken
in Q3 with the results published in Q4.

District Economy
Economic Development
Level of Service

Performance Measure
C=customer measure
T=technical measure

Existing or new
businesses are supported
and assisted to grow.

(C) Number of client
interactions with the Business
Advisory Service.

For Quarter One as at 30 September 2020

The number of South Taranaki client
interactions with the business advisory service
(provided by Venture Taranaki) for Q1 was 408.
≥ 475

Q4

Q4
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There has been growth in demand for COVID-19
impact support from various industries – retail,
hospitality, trades. Their needs ranged from
strategy and planning, HR, health and wellbeing,
to financial planning, cash-flow and marketing.
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There has also been increased uptake of startup appointments.
Other businesses remain focused on growth,
and they are utilising the 50/50 capability
development funding. These include businesses
in the farming, contracting and trades sectors.
Some tourism-focused businesses are using
dedicated tourism funding to develop new
strategies around domestic tourism and
diversifying their service offering.
Final numbers will be reported on in Q4.
(C) Dollar value of Capability
Development vouchers
distributed in South Taranaki.

≥ $75,000

Q4

Q4

Nine development vouchers were distributed in
South Taranaki in Q1. The dollar value of the
Capability Voucher Scheme for South Taranaki
was $29,395.
Final numbers will be reported on in Q4.

South Taranaki is
promoted as a great
place to live, work and
visit.

(C) Number of South Taranaki
promotions per annum.
≥ 10

Q4

Q4

Marketing has begun to promote Startup
Weekend Taranaki, a 54-hour business startup
event that will be in Hāwera for the first time in
November.
Final numbers will be reported on in Q4.
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Tourism

Level of Service

Customers are satisfied
with the level of service
they received at the iSITE.

Performance Measure
C=customer measure
T=technical measure
(T) Qualmark accreditation is
maintained.

Target
2020/21

Actual

Held

Held

Target
2020/21

Actual

Status

For Quarter One as at 30 September 2020

Achieved. A Qualmark Assessment was booked
to be conducted on 21 October 2020.

Events
Level of Service

Performance Measure
C=customer measure
T=technical measure

Council will provide,
(C) Minimum number of events
encourage and/or
Council has provided or
support events within the supported per annum.
District.

Status

For Quarter One as at 30 September 2020

Four events were held in Q1.
≥ 10

Q4

Q4

One School Holiday Programme was held in July
and three comedy nights were held.
Final numbers will be reported on in Q4.

Council events are well
organised, safe and well
attended.

(C) % of attendees satisfied with
selected Council events.

≥ 90%

Q4

Council events are well
organised, safe and well
attended.

(C) Number of serious incidents
due to poor event management.

≤3

0

Q4
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The Annual Resident’s Survey will be undertaken
in Q3 with the results published in Q4.
Achieved. No reported serious incidents occurred
at events in Q1.
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Community Development
Community Development
Level of Service

Performance Measure
C=customer measure
T=technical measure

Communities and
groups are provided
with the skills they
need to support them
to achieve their own
goals.

(C) % of participants in
workshops and training
sessions find the training
useful.

Partnerships with
community groups are
developed to make the
best use of resources.

(C) % of the cost of
community-led projects
(supported by Council) funded
from external sources.

Partnerships with
community groups are
developed to make the
best use of resources.

(C) % of the total cost of
Council-led projects
(completed in partnership
with the community) funded
from external sources.

Target
2020/21

≥ 80%

≥ 50%

Actual

Status

100%

50%

For Quarter One as at 30 September 2020

Achieved. Two Wheelhouse training sessions were
supported; Child Protection training with 29
participants and 100% responding that they found
the training useful. The Effective Board Chair
workshop had eight attendees with 100% saying it
was useful to them.
Achieved. Support is being provided for the Paepae
in the Park Waitangi Day Music Festival funding
applications.
Achieved. The Innovating Streets pilot projects got
underway in Waverley and Eltham with 90% of the
funding for this project coming from Waka Kotahi
NZTA.

≥ 33.3%

90%
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A funding application is being prepared for the
Creative NZ Arts Grant for a sculpture of
Ruapūtahanga to be placed at the entrance of the
new Te Ramanui o Ruapūtahanga Library, Arts and
Culture Centre in Hāwera.
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Environmental Sustainability
Planning
Level of Service

Performance Measure
C=customer measure
T=technical measure

Target
2020/21

Actual

Consents for
subdivision and
development are
processed in a timely
manner.

(T) % of resource consent
applications processed within
statutory timeframes.

100%

95%

Consent compliance is
monitored by the
Council.

(T) Consents are monitored by
their due date.

≥ 90%

0%

Target
2020/21

Actual

Status

For Quarter One as at 30 September 2020

Not Achieved. 22 resource consents were granted
for Q1, 21 of which were granted within the
statutory timeframe.

Not Achieved. 10 resource consents were
scheduled to be monitored in Q1, no monitoring
has taken place due to resourcing.

Environmental Policy
Level of Service

Performance Measure
C=customer measure
T=technical measure

Growth and
development is planned
while our natural and
physical resources are
managed in a
sustainable manner.

(T) The Plan Changes and
Variations to the District Plan
are undertaken in accordance
with legislative timeframes.

Iwi are supported to
contribute to local
environmental issues.

(T) % of Plan Change projects
that have dedicated periods of
officer time set aside for
consulting with Iwi.

Status

For Quarter One as at 30 September 2020

This performance measure is not applicable whilst
the proposed District Plan remains in appeal phase.
Achieved

100%

N/A

N/A

N/A

N/A
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There have been no Plan Change projects during
Q1, with this primarily due to the proposed District
Plan remaining in appeal phase.
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Regulatory Services
Building Control
Level of Service

Building consents are
processed efficiently.

Performance Measure
C=customer measure
T=technical measure

Target
2020/21

Actual

Status

For Quarter One as at 30 September 2020

(T) % of building consent
applications are processed
within the statutory
timeframe of 20 working
days.

100%

80.7%

Not achieved. 161 consents were processed
in Q1. 130 were processed within 20 working
days

Customers receive industry
recognised quality service.

(T) % of building inspections
are carried out within 2
working days of request.

≥ 95%

100%

Achieved. 638 inspections were carried out in
Q1. All were within 2 working days of request.

The Council retains
authority to issue building
consents.

(T) Accreditation as a Building
Consent Authority is retained.

Retained

Retained

Q4

Next IANZ Assessment due in June 2021 (Q4).

Environmental Health
Level of Service

New food premises can
open to the public quickly
and existing food premises
can continue to trade.

Performance Measure
C=customer measure
T=technical measure
(T) % of New Premises
Applications and Renewal
Premises Applications
processed within 10 working
days.

Target
2020/21

Actual

Status

For Quarter One as at
30 September 2020
Achieved. All of the 33 premises applications
were processed within 10 working days.

≥ 95%

100%
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Level of Service

Performance Measure
C=customer measure
T=technical measure

Food premises are hygienic
and food sold to the public
is safe to eat.

(T) % of licensed premises
that are audited within 1
month of the due date.

Food premises operators
receive high quality service.

(C) The number of
complaints received from
food premises operators
about standard of service per
annum.

Hairdressers, camping
grounds/holiday parks,
funeral homes & offensive
trade premises are
hygienically safe.

(T) % of licensed premises
that are inspected annually.

Target
2020/21

Actual

≥ 95%

100%

Status

For Quarter One as at
30 September 2020
Achieved. All of the 9 premises were audited
within 1 month of the due date.
Achieved. No complaints were received for
Q1.

≤5

0

≥ 95%

On target

Q4

Target
2020/21

Actual

Status

20 of the 50 (40%) health premises have
been inspected in Q1 and we are on target.
Final numbers will be reported on in Q4.

Licensing – Alcohol and Gambling
Level of Service

Premises selling alcohol to
the public are licensed and
are running their business
responsibly.

Performance Measure
C=customer measure
T=technical measure
(C) Number of Council
facilitated workshops to
encourage host responsibility
per annum.
(T) % of licensed premises
that are annually inspected.

2

0

≥ 95%

On target

Q4

Q4
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For Quarter One as at 30 September 2020

Council facilitated workshops have been
programmed for Q3.
The final number of workshops will be
reported in Q4.
9 of the 89 (10%) licensed premises were
inspected in Q1 and we are on target.
Final numbers will be reported on in Q4.
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Unopposed Liquor Licence
Applications are processed
promptly.

(T) % of unopposed Liquor
Licence Applications
processed within 10 working
days of receipt of all reports.

≥ 95%

100%

Target
2020/21

Actual

Achieved. 4 out of 4 applications were
processed within 10 days during Q1.

Noise Control
Level of Service

Performance Measure
C=customer measure
T=technical measure

Provide a prompt and
reliable noise control service
24 hours a day, 7 days a
week.

Status

(T) % of noise complaints
responded to within one
hour.

For Quarter One as at 30 September 2020

Not Achieved. In Q1, 152 of the 192 noise
complaints received were responded to
within 1 hour.
≥ 90%

79%

This is mainly due to staff vacancies in the
department and timing not allowing staff to
attend during daylight hours due to
workload.

Animal Services - * serious dog incidents – dog attacks, threatening or rushing dogs or continual barking. ** general dog incidents – barking and roaming.
Level of Service

Performance Measure
C=customer measure
T=technical measure

Residents are satisfied
with the Animal Control
service.

(C) % of residents satisfied
with the Animal Control
service.

A prompt and reliable
animal control service
will be provided 24 hours
a day, 7 days a week for

(C) % of reported serious dog
or wandering stock incidents
responded to within 4 hours.

Target
2020/21

Actual

Status

For Quarter One as at 30 September 2020

≥ 75%

Q4

Q4

The Annual Resident’s Survey will be
undertaken in Q3 with the results published in
Q4.

≥ 95%

95%
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Achieved. In Q1, 100 of the 106 serious
incidents reported were responded to within 4
hours.
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wandering stock and
serious dog incidents*.

A reliable and responsive
animal control service
that investigates general
dog incidents**.

(C) % of reported general dog
incidents responded to within
1 working day.

≥ 95%

95%

Target
2020/21

Actual

Achieved. In Q1 402 of the 426 general dog
incidents reported were responded to within 1
working day.

Civil Defence and Emergency Management
Level of Service

Performance Measure
C=customer measure
T=technical measure

Status

For Quarter One as at
30 September 2020

The Council is ready to
respond to a Civil
Defence Emergency and
is able to function for as
long as required during
an emergency.

(C) Roles identified and
99% of
100% of roles
staffed for 24 hour
roles filled
filled
operations of the Emergency
Operations Centre (EOC) and
staff trained to the
appropriate level agreed to
by the Civil Defence and
50% of staff
Emergency Management
50% of staff
trained
Group.
trained

Not Achieved. The Lifelines Utilities Manager
has not been replaced after a staff member
left the organisation.

The Council actively
engages with the wider
community to increase
the level of awareness,
and understanding of,
and preparation and
readiness for
emergencies and

(C) Community Action Plans
are prepared in conjunction
with, and for, each town. By
2026 Community Action
Plans are prepared and in
place for all 8 principal towns
in the South Taranaki
District.

COVID-19 has helped identify where
Community Action Plans can be improved. As
a result there is regional work now taking place
to see what would be best for communities
and the most time efficient methods for
providing the training to those involved.

One
Community
Action Plan
prepared
per year

0

https://orion.stdc.govt.nz/p/doc/orgman/1/crppln/ram/2020-21 - Non-Financial Performance Measures Quarter 1.docx
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Achieved. Great response from STDC staff over
the COVID-19 lockdown. People took the
opportunity to complete the Foundation
Course online, and a some have completed the
2 day Intermediate Course since.
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strengthening community
resilience.

Coastal Structures
Level of Service

Comply with the Taranaki
Regional Council Resource
Consent conditions for
coastal structures.

Performance Measure
C=customer measure
T=technical measure
(C) % of compliance with
Resource Consent
conditions.

Target
2020/21

Actual

Status

For Quarter One as at
30 September 2020
Achieved. 100% compliance has been
achieved in Q1.

100%

100%

https://orion.stdc.govt.nz/p/doc/orgman/1/crppln/ram/2020-21 - Non-Financial Performance Measures Quarter 1.docx
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Pūrongo-Whakamārama
Information Report
To

Audit and Risk Committee

From

Kaihautū Pūtea / Chief Financial Officer, Vipul Mehta

Date

23 November 2020

Subject

Outstanding Debt as at 30 September 2020
(This report shall not be construed as policy until adopted by full Council)

Whakarāpopoto Kāhui Kahika / Execu ve Summary
1.

This report contains financial variance information relating to age trial balances for all
debtors and the variance of outstanding debt for rates up to 30 September 2020.

2.

Overall, the age trial balance has increased between August and September 2020 by
$795,152 to $5,116,152. This is primarily due to water by water meter rates which were
invoiced in September and were due to be paid in October.

Taunakitanga / Recommenda on
THAT the Audit and Risk Committee receives the outstanding debt report as at 30 September
2020.

General
3.

The outstanding balance of rates has decreased by $283,913 from June 2020 to September
2020 and the rates debt as at 30 September 2020 is 3.44% or $1,465,322. The reason for the
decrease is our ongoing efforts in collecting the outstanding rates.

4.

Normal debt recovery process includes a 30, 60 and 90 day statement sent to sundry
debtors. If there are no debt recovery agreements in place, our usual practise is that after
90 days the outstanding debt is sent to a debt collection agency. Infringement debts are
with the courts, who administer this debt.

Vipul Mehta

Kaihautū Pūtea
Chief Financial Officer

[Seen by]
Marianne Archibald

Kaiarataki Tōpūranga
Group Manager Corporate Services
1
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Pūrongo-Whakamārama
Information Report
To

Audit and Risk Committee

From

Kaiarataki Tōpūranga / Group Manager Corporate Services, Marianne Archibald

Date

23 November 2020

Subject

Covid-19 Update Report
(This report shall not be construed as policy until adopted by full Council)

Whakarāpopoto Kāhui Kahika / Execu ve Summary
1.

The purpose of this report is to update the Audit and Risk Committee (ARC) on the ongoing
local and regional approach to Covid-19 response and recovery and to outline risks identified
as a result of the first national lockdown.

Taunakitanga / Recommenda on
THAT the Council receives the Covid-19 Update Report.

Kupu Whakamārama / Background
2.

A Regional Leadership Group for Taranaki has been established to support community
resurgence planning and response activity. This group is responsible for strategic approval
of the regional recovery priorities.

3.

Taranaki Civil Defence Emergency Management (CDEM) Group is the group formally
responsible for any resurgence under the Civil Defence Act and will carry out the resurgence
planning and operational delivery of any response.

4.

A Regional Leadership Group (RLG) has been established to oversee the Recovery
operations, which is made up of the Iwi (three Waka) and Local Government (Mayors and
Chair). A Regional Recovery Executive Team (RRET) has also been established to support the
RLG and as is currently in place under the Civil Defence Emergency Management structure,
this team/group will provide advice, support and assistance to the RLG in order for them to
make informed decisions. The RRET will have tactical approval and accountability for the
delivery of the suite of initiatives and funding applications to Government with the regional
priorities approved by the RLG.

5.

Audit NZ has raised concerns regarding the integrity of financial and non-financial
transactions undertaken by councils around New Zealand. The Risk and Internal Audit
Manager undertook a high level review of the Council’s transactions during the lockdown to
check for any red flag transactions that may require more investigation. This paragraph gives
context to the information being conveyed.
1
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Whakawhi Kōrero/Aromātai / Discussion/Evalua on
Local Recovery
6.

The Council developed a range of measures aimed at bringing relief to residents and
businesses, some of which were able to be actioned immediately while others are more long
term and required additional planning before being rolled out. The LRG prioritised initiatives
and projects that support the local economy.
Recovery measures already implemented include:











Zero % rate increase: the projected 3.36% rate increase was reduced for the 2020 –
2021 financial year to a zero % rate increase.
Nil Increase to Fees and Charges: Council fees and charges for the new financial year
were kept at the same level as the previous year.
Payment Plans and Rate Penalty Remissions: payment plans were set up and
penalties were remitted for those experiencing financial hardship (providing a
payment arrangement is/was agreed in advance).
Rent Relief: the Council excused tenants of commercial properties it owned from
paying rent while they were unable to open.
Pay Local/Smaller Suppliers Faster: smaller/local businesses were paid weekly
instead of on the 20th of the month (which is industry standard practice).
Business Support Service: the support offered to businesses was strengthened
through advice, information, networking, advocacy and co-ordination.
Professional Services Grant for SME’s: Through Venture Taranaki, we assisted with
funding a professional service grant to support our district's small-medium
enterprises (SMEs - those with fewer than 50 staff) giving access to much-needed
professional services advice and support.
Cancelled Library Fines: fees on overdue items at the libraries were removed and
current loans extended.
Green Waste Extension: green waste stickers were extended for five weeks past their
expiry date.

Government Financial Assistance
7.

The Council applied for Government financial assistance for the following six significant
‘shovel ready’ projects: Nukumaru Station Road, Te Ramanui o Ruapūtahanga, Waimate
West water mains replacement, desludging the Hāwera Wastewater Treatment Plant
Anaerobic Lagoon, South Taranaki Business Park infrastructure and Waimate West
Reservoir. Council was successful in obtaining Government funding for two of these
projects; $7 million for the Nukumaru Station Road extension and $3-4 million for Te
Ramanui o Ruapūtahanga.
Other projects underway or in development include:
South Taranaki Business Park - Stage one of the Council’s Business Park initiative has been
given the green light after councillors agreed in September 2020 to budget up to $3 million
for water, stormwater and roading infrastructure, to be installed in the Waihi Road mixed
use area in Hāwera.

2
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Capital Works and Community Facility Upgrades
8.

The Council will also progress the following capital works and community facility upgrades
in the 2020/21 year:










9.

Undertake around $9.85 million on district water infrastructure improvements and
water pipe renewals including a new $3.75 million reservoir for the Waimate-West
water supply;
$1.5 million on district wastewater infrastructure upgrades and renewals;
$475,000 on district stormwater improvements;
Approximately $25 million (operational and capital) on the district’s road network,
including $700,000 on footpaths;
$1 million to start the work on the Manaia Community Facility;
$623,000 to complete the work on the Manaia Swimming Pool upgrade;
$220,000 to re-clad the Eltham Town Hall;
$212,000 to replace the Ōpunakē Recreation Ground Toilets; and
$250,000 on the district pathways programme.

The Local Recovery Team is also working on the following projects:
Startup Taranaki - will take place in Hāwera from 13 - 15 November. Startup Taranaki is a 54
hour event being held over a weekend to connect people who have an idea for a business
with mentors and experts to help them develop it. The event has received strong support
from sponsors with 18 organisations providing cash and in-kind support. This support has
Startup Taranaki well placed to provide a top event and series of business events in South
Taranaki in the 12 months following Startup Weekend Taranaki.
Digital Business Hub - The “Shop South Taranaki” digital business hub is expected to launch
in November 2020. The launch date has been delayed slightly due to technical difficulties
importing listings that were filled in incorrectly and time taken to finalise the content and
design. With the design of the website now complete, Council staff are currently working
with some of the participating businesses to improve their listings before the site is
launched. There are currently around 120 businesses throughout the District who have
taken up the opportunity for a free listing. It is anticipated that this number will grow quite
quickly when the website is up and running. A form within the website will make it easy for
new businesses to join at any time and a communications plan is being put together to
promote the marketplace. The aim is to build the profile of this resource in the community
leading into the busy Christmas shopping period.
South Taranaki Innovation and Enterprise Hub - A group of stakeholders including STDC,
Bizlink Hāwera, Massey Ventures, WITT, Iwi, Bishops Action Foundation and Venture
Taranaki have been working towards the establishment of an Enterprise and Innovation Hub
for South Taranaki. Beginning in Hāwera with potential outreach to other towns, the venue
would provide co-working space, enterprise incubation, seed funding, training and events.
The aim is to leverage recent co-working and remote working trends and support social and
economic growth through increased entrepreneurial activity, attraction and retention of
talent and more upskilling opportunities. Graham Nelson (Manifold) and Simon Cayley
(Bishops Action Foundation - BAF) have prepared a proposal to lead the establishment of
the venue.
3
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Manifold brings many years in experience in co-working, community building, space design,
marketing and event management while BAF brings expertise in the foundation work of
enterprises and not for profits, stakeholder management and goal setting. The work will be
conducted in two stages over a six-month timeframe. The first stage is to ensure viability of
the project and includes stakeholder engagement, research and validation, financial
modelling and funding planning. If the concept is validated, stage two will include spatial
design, venue selection, community building and marketing. Each stage costs $20,000+GST.
The Council will contribute up to $30,000 from the Economic Development Reserve Fund
with the remaining $10,000 currently being sought by Bizlink Hāwera.

Risk and Internal Audit - COVID-19 control review
10.

The COVID-19 lockdown in New Zealand highlighted concerns regarding the integrity of
financial and non-financial transactions undertaken by councils around New Zealand. The
Council’s Corporate Services Group Manager and the Chief Financial Officer completed a
comprehensive survey by Audit NZ regarding financial controls during the lockdown.

11.

The Council’s Risk and Internal Audit Manager also undertook a high level review of Council
transactions during the lockdown to check for any issues or anomalies. The review covers
the period from 25 March 2020 to 8 June 2020.

12.

The objective of the review was to check for red flags, for example, any override of controls
or unauthorised payments and to provide assurance regarding Council’s transactions during
the lockdown.

13.

The review was conducted by examining transactions for red flags and by interviewing
managers. Managers were asked whether there was any change in controls during the
lockdown; how they managed the process of borrowed assets for working from home;
whether any fraud was detected; whether there were any unbudgeted purchases; and what
risks managers identified during the lockdown period.

14.

Some minor control weaknesses were identified during level 3 and/or level 4, including
tracking of assets borrowed by staff. The Pandemic Response Team (PRT) started an asset
register and assigned a staff member to administrate it. The staff member recorded the
current IT assets in each unit in one register and what was borrowed by staff; however, the
return of the borrowed assets was managed by each manager without a common approach.
There were no problems identified, as most of the teams are small and it was easy for the
managers to follow up. The register created by the PRT was separate to the register kept by
the Information Services Unit.

15.

For future events, it is recommended that the Information Services Asset Register is the
starting point for recording borrowed items and that the Information Services Unit is
responsible for monitoring the return of these borrowed assets through liaison with the
relevant Unit Managers.
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16.

In some cases, getting physical signatures or approval on documents was not possible. There
was no common approach on how to get approval on documents although generally teams
relied on email approval and one unit trialled an electronic signature. Secure electronic
signatures will be examined as part of the Digital Transformation Strategy.

17.

The Council has responsibilities under the Health and Safety Act to ensure safe working
conditions for staff. This was not easy to manage, as the Government provided only two
days in which the PRT had to get essential services up and running remotely and get all staff
set up at home, where possible. Being at home posed several risks for staff, including
working set up (for example chairs and desks) and hours worked, as children were home
from school and parents needed to balance time between working and managing their
families. There were also people who lived alone, who needed checking in on for mental
wellbeing as the lockdown was quite lonely for some people. There were some added costs
for things like internet, but these were offset by a reduction on other costs, such as travel.

18.

Other issues identified by staff included some staff not feeling safe to return to the office in
level two; dealing with sometimes distraught customers who were suffering due to the
lockdown, either mentally or financially; health and safety issues from potential spread of
the virus, due to Council activities or facilities that cannot be monitored or tracked (such as
public toilets); achieving a high level of service delivery when there are communication
problems, lack of resources or a restriction on some services (eg. maintenance vs repair);
some staff being unable to work from home due to the nature of their role, for example
pool lifeguards; potential loss of assets, either unintentional (breakage) or intentional
(fraud); information management in an uncontrolled environment or through using
unsecured networks and Council’s response to cyber security risks and issues; some
processes are not designed for an online working environment.

19.

In many teams it was simple step to switch to working from home and the Council was well
placed with the 2019 shift to Windows 10, mobile devices and online meeting software
(Microsoft Teams). The Governance Team worked quickly to ensure elected members were
online and all governance meetings continued to take place (except for two, which were
cancelled due to a lack of items on the agenda.)

Whakakapia / Conclusion
20.

The Council has taken a proactive approach to driving economic and social recovery from
the Covid -19 lockdown and to identifying risks and issues resulting from the lockdown. Risks
and issues have been identified and Council is in a good position to improve processes over
time.

Marianne Archibald

Kaiarataki Tōpūranga / Group Manager Corporate Services
5

195

Audit and Risk Committee - Information Reports

Pūrongo-Whakamārama
Information Report
To

Audit and Risk Committee

From

Kaihautū Kaupapa Here me te Whaitikanga / Policy and Governance Manager,

Becky Wolland
Date

23 November 2020

Subject

2021-2031 Long Term Plan Update
(This report shall not be construed as policy until adopted by full Council)

Whakarāpopoto Kāhui Kahika / Execu ve Summary
1.

The purpose of this report is to provide the Audit and Risk Committee with an update on
strategies and policies to be included in the 2021-2031 Long Term Plan.

Taunakitanga / Recommenda on
THAT the Audit and Risk Committee receives the 2021-2031 Long Term Plan Update Report.

Kupu Whakamārama / Background
2.

Section 10 of the Local Government Act (LGA) 2002 sets out the information to be included
in the Council’s Long Term Plan. Workshops have been held with Council and Council
committees throughout 2020 on key documents and policies. This report provides an
update to the Audit and Risk Committee on the status of key documents and policies.

Vision / Community Outcomes / Priorities
3.

The Council and Senior Leadership Team reviewed the vision, community outcomes and
priorities at a strategic session held in February 2020 and confirmed them in September at
their Policy and Strategy Committee meeting. The Iwi Liaison Committee and Community
Boards have also had an opportunity to review these and provide feedback.

4.

The vision, community outcomes and priorities will be presented to the Ordinary Council
meeting on 14 December 2020, including feedback received from the Iwi Liaison Committee.

Building Māori Capacity to Contribute to Decision Making Policy
5.

Several workshops have been held with the Council and Iwi Liaison Committee in relation
to building Māori capacity. Iwi and Council are now working on an Iwi-Council Partnership
Strategy which is planned to be consulted with alongside the Long Term Plan in April 2021.

1
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6.

In order for the Council to meet their obligations under the LGA 2002, the Building Māori
Capacity to Contribute to Decision Making Policy has been reviewed and will be presented
to the Ordinary Council meeting on 14 December 2020 for adoption into the draft 20212031 LTP.

Revenue and Financing Policy
7.

Business Consultant, Philip Jones facilitated two workshops to review the funding
mechanisms and how the Council will generate revenue for activities and services delivered
by the Council. The Revenue and Financing Policy and funding mechanisms will be presented
to the Council at the Policy and Strategy Committee meeting on 30 November 2020.

Infrastructure Strategy
8.

The first workshop held with the Council identified the significant infrastructure issues that
South Taranaki will be facing over the next 30 years. A second workshop identified key
projects from the Asset Management Plans. A range of options were presented for each
project along with a suggested timeframe. The Infrastructure Strategy is now being drafted
and will be presented to the Council’s Policy and Strategy meeting on 30 November 2020.

9.

The Iwi Liaison Committee were also asked for their feedback at a workshop on 2 September
2020, in relation to significant infrastructure issues facing South Taranaki.

Financial Strategy
10.

A workshop has been held with the Council and Audit and Risk Committee in relation to the
Financial Strategy. Five themes have been identified for the Infrastructure and Financial
Strategies which include; encouraging sustainable growth; managing our resources
effectively; keeping rates affordable; effective management of debt; and ensuring
environmental sustainability. The Financial Strategy is being drafted and will be presented
to the Council’s Policy and Strategy meeting on 1 February 2021.

Non-Financial Performance Measures
11.

The Council have reviewed the non-financial performance measures and targets for all
Council’s activities with a focus on years 1 to 3 of the 2021-2031 Long Term Plan. Part of this
discussion included the impact on levels of service and the potential impacts on operational
budgets.

Forecasts and Assumptions
12.

On 11 November 2020 the Council reviewed the proposed forecasts and assumptions based
off information provided by Statistics New Zealand, Infometrics, Venture Taranaki and BERL.

Other Policies / Strategies
13.

The Environmental and Sustainability Strategy has been drafted and presented to the
Council, Community Boards and Iwi for feedback. This new Strategy will also be consulted
on as part of the 2021-2031 Long Term Plan.
2
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14.

At the request of the Council, a Community Funding Policy is being developed with input
from Community Boards and Iwi. The Policy will incorporate all funding options available
through the Council and will provide a clear process to the community for funding through
the Long Term Plan and Annual Plan.

15.

A Development Contributions Policy was to be considered through the Long Term Plan
process however, this is now being developed as part of a notified District Plan change.

Legislative Considerations
16.

Section 10 of the Local Government Act (LGA) 2002 sets out the information to be included
in the Council’s Long Term Plan.

Becky Wolland

Kaihautū Kaupapa Here me te Whaitikanga /
Policy and Governance Manager

[Seen by]
Marianne Archibald

Kaiarataki Tōpūranga /
Group Manager Corporate Services
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Pūrongo-Whakamārama
Information Report
To

Audit and Risk Committee

From

Kaihautū Pūtea / Chief Financial Officer, Vipul Mehta

Date

23 November 2020

Subject

Audit and Risk Committee – Work Plan
(This report shall not be construed as policy until adopted by full Council)

Whakarāpopoto Kāhui Kahika / Execu ve Summary
1.

The Audit and Risk Committee’s work plan for 2020/2021 is attached for the Committee to
review.

Taunakitanga / Recommenda on
THAT the Audit and Risk Committee receives the work plan for the period 2020/2021.

1
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FOCUS AREAS

ARC COMMITTEE WORKPLAN
2021

2020
1 July

19 August

12 October

23 November

LTIF

 Mercers



Mercers

Quarterly
Reporting

 Quarterly
Report/Interim,
Annual Report
2019/20



Quarterly Report

Insurance

10 February

24 March

 Mercers





Quarterly Report

 Audit Arrangements
Letter

Long Term Plan
2021-2031

 Liability Management
Policy

Risk
Management

 Impacts of COVID-19
 Risk Management
Report
o Strategic Risks
o Business Top Risks

16 June

Mercers
Quarterly Report

 Insurance Renewal
Programme 2021-22

Insurance
Framework – basic
guidelines and
Policy

Annual Report
2020-21

5 May

 Audit Management
Report 2019-20
 Update Report on
Liability Management
Policy

 Investment Policy

 Investment Policy
 LTP Update

 Risk Management
Report
o Strategic Risks
o Business Risks

 Internal Audit Report

Internal Audit

 Risk Management
Report
o Strategic Risks

 Risk Management
Report
o Strategic Risks
o Business Top
Risks

 Internal Audit Report

 Internal Audit Report

Regular Update
Reports

 Committee Workplan
 Debtors Report
 Health and Safety

 Committee Workplan

 Committee Workplan
 Health and Safety

 Committee Workplan
 COVID Recovery
Update
 Debtors Report

 Debtors Report

 Committee Workplan
 Health and Safety
 COVID Recovery
Update

 Committee Workplan
 Debtors Report

 Committee Workplan
 Health and Safety

Additional
Committee
Sessions

To be confirmed

To be confirmed

To be confirmed

To be confirmed

To be confirmed

To be confirmed

To be confirmed

To be confirmed

Financial Strategy

Infrastructure Strategy

Workshops

Update on Financial
Strategy
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Reference/Source
Committee/Meeting
Date
Audit and Risk Committee
14/02/2018

Matters Arising

Group
Responsible

Procurement and Contract Management
The Committee requested a timeline for the review and Senior Leadership
Team
implementation of the recommendations from Audit NZ
regarding procurement and contract management.

201

Department
(Team)

Update

Contract Management
Senior Leadership A report on procurement and contract management with
Team
outstanding items from the Audit NZ recommendations will
come to the February 2021 Committee meeting.

Project
Deadline

1/02/2021

Audit and Risk Committee - Resolution to Exclude the Public

7.

Resolution to Exclude the Public
THAT the public be excluded from the following parts of the proceedings of this meeting,
namely:
The general subject of each matter to be considered while the public is excluded, the reason
for passing this resolution in relation to each matter, and the specific grounds under section
48(1) of the Local Government Official Information and Meetings Act 1987 for the passing of
this resolution are as follows:
General subject of each
matter to be considered

Reason for passing
this resolution in
relation to each
matter

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

1. Confirmation of
Minutes 12 October
2020

2. Presentation –
Harbour Investment

3. Quarterly Investment
Monitoring Report as
at September 2020

Good
reason
to
withhold exists under
Section 7.

That the public conduct of the
relevant part of the proceedings of
the meeting would be likely to
result in the disclosure of
information for which good reason
for withholding exists.
Section 48(1)(a)

4. Committee Discussion

This resolution is made in reliance on sections 48(1)(a) of the Local Government Official
Information and Meetings Act 1987 and the particular interest or interests protected by
section 7 of that Act, which would be prejudiced by the holding of the relevant part of the
proceedings of the meeting in public are as follows:
Item No

Interest

1

Enable any local authority holding the information to carry on, without
prejudice or disadvantage, negotiations (including commercial and
industrial negotiations) (Schedule 7(2)(i)).

2, 3, 4

Maintain the effective conduct of public affairs through the protection of
members or officers or employees of the Council, and persons to whom
Section 2(5) of the Local Government Official Information and Meetings
Act 1987 applies in the course of their duty, from improper pressure or
harassment (Schedule 7(2)(f)(ii)).
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