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PURPOSE
The matter for consideration by the Council is the draft financial results for 2019/2020 and for
Council to approve the proposed allocations to carry forwards, special funds, and between
activities for the 2019/2020 Financial Year.
RECOMMENDATION FOR CONSIDERATION
That having considered all matters raised in the report:
a)

That Council receives the report entitled Draft Financial Report and Carry Forwards
for the 2019/2020 Financial Year.

b)

Council approve the proposed allocations to carry forwards and special funds for the
2019/2020 Financial Year.

c)

Council approve that the 2019/2020 activity surpluses in the general rate funded
activities be used to fund the deficits in the general rate funded activities as
proposed.

EXECUTIVE SUMMARY
This report brings to Council the draft unaudited Financial Statements for the Council for the year
ended 30 June 2020.
Contained in the report is a list of movements in Special Funds/Carry Forwards that are proposed
to be funded from this year’s activities, and a proposal that where a general rate funded activity
has a surplus, that this surplus be applied to those general rate rated activities that have deficits.
BACKGROUND
Council is reported to quarterly on Council Finances. This report brings to Council the draft
unaudited financial results for the year ended 30 June 2020, and the funding impact statement for
both the whole of Council and each group of activities undertaken by Council.
DISCUSSION
Set out below is a summary of the draft unaudited financial results for the 2019/20 financial year:
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It is important to note that this is based on traditional accounting presentation requirements and is
more akin to how a “For Profit” entity would report. It is quite different to the Funding Impact
Statement that the Local Government Act requires which looks at all sources of income and then
how it has been applied/spent.
What this shows is that while Council has earnt $1.6m more in revenue than budgeted, this is
$0.4m less than last year. The bulk of this decline is in subsidies and grants which is despite
Council receiving PGF money that wasn’t available in the previous year. This is because Council
has received $1.5m less in NZTA subsidies than in the previous year. NZTA subsidies are received
as a reimbursement of works undertaken. Council is planning a significant bridge strengthening
program in 2020/21 which will see a higher level of spend and therefore a higher NZTA subsidy.
Costs are $2.5m ahead of budget, but only $1.6m (4.6%) ahead of last year. The change year on
year is driven by additional staffing resources, higher financing costs reflecting higher debt levels,
undertaking the PGF work which was unbudgeted, and inflation.
Below the line are Councils asset revaluations. This year Council has revalued roading and 3 water
assets (last year was land and buildings and 3 waters). In addition this year Council has an
impairment on the holding values of the Waipukurau Library and Memorial Hall due to seismic
issues.
External Debt/ Investments/ Asset Creation
During 2019/20 Council’s external debt has gone from$2m to $20m. This money was used in part
to fund the creation of new assets and in part of create investments.
Council’s weighted average cost of funds is 2.28% (2019: 3.85%), and the maturities are as the
table below:
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During 2019/20 Council has spent $19.8m on acquiring new assets or renewing existing assets.
In addition Council has found itself in the position that it could take out term deposits with a higher
yield than its cost of borrowing (typically with a 0.5% net margin). Therefore, knowing that Council
has a significant asset program planned it has borrowed early (enough to fund the next 6 months
of this program) which means at year end Council was holding $11m of term deposits (2019:
$2.5m) with an average yield of 2.6%, with a mix of maturities out to December 2020.
While Council has external debt of $20m, it also has internal debt (i.e. borrowings from other
Council reserves). Total debt at 30 June was $22.4m which means in addition to the $20m external
debt, Council has used $2.4m of Councils internal funds to fund its infrastructure assets. The pie
chart below shows how this debt is allocated to the various Council activities.

Special Funds
Special Funds and Trust Accounts are funded held for a specific purpose and are allocated interest
annually from Councils investments/internal borrowings. During the year $150k of interest was
added to Councils special funds which represented a 2.5% return.
During the year the following movements (excluding interest) occurred in special funds:
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Carry Forwards
Carry Forwards is the practice where Councils take projects that where budgeted to occur in a
financial year, and therefore rated for but remain unspent at year end. These projects are expected
to be completed in the following financial year so Council “Carries Forward” the rates funding to the
following year to allow that project to be undertaken.
For the 2019/2020 below is a list of the Carry Forwards:

Group Surplus and Deficits
Once you that taken into account the operating result of each Council Activity, and the movements
in Special Funds and Carry Forwards above, Council is still left with a surplus/(deficit) in each
activity.
Those activities that are funded by Targeted Rates (3 Waters and Roading) have had their
surplus/(deficits) cleared into their specific Special Funds Account (for 3 Waters) and Carry
Forwards (as disclosed in the tables above) to ensure that those targeted rates remain ring fenced
for those activities.
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The remaining activities are funded from general rates also have surplus/(deficit) positions. It is
proposed that these be cleared by “activity transfers” between these activities to ensure that they
are balanced at a top level.
At an individual activity level the surplus/(deficit) were:

Having done all done all this Council has a balanced Funding Impact Statement (as per the table
below):
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RISK ASSESSMENT AND MITIGATION
The proposed actions ensure that the targeted rates remain ring fenced for the use of 3 waters and
roading, and that the general rate funds are only applied to those activities that are to be funded by
general rates under Council’s Revenue and Financing Policy.
FOUR WELLBEINGS
This report delivers an update on Council’s finances, and shows that Council is acting in a
transparent, fiscally prudent manner, with the best interests of Central Hawkes Bay District in mind.
DELEGATIONS OR AUTHORITY
While much of the movements in special funds and carry forwards reflect previous Council
resolutions, how to deal with the residual activity surplus (deficits) needs to be decided.
SIGNIFICANCE AND ENGAGEMENT
In accordance with the Council's Significance and Engagement Policy, this matter has been
assessed as of some importance.
OPTIONS ANALYSIS
Council as the ability to approve the proposed allocations to carry forwards and special funds for
the 2019/2020 Financial Year and that the 2019/2020 activity surpluses in the general rate funded
activities be used to fund the deficits in the general rate funded activities as proposed.
Or Council can chose not approve the proposed allocations, and provide officers with guidance
how they wish to allocate the surplus/ (deficits) between special funds/carry forwards/and activities.
Recommended Option
This report recommends option number one, approving the proposed allocations for addressing the
matter.

NEXT STEPS
Officers will action whatever decision is made, and proceed to have the Auditor General audit
these financial statements.
RECOMMENDATION
That having considered all matters raised in the report:
a) That Council receives the report entitled Draft Financial Report and Carry Forwards
for the 2019/2020 Financial Year.
b)

Council approve the proposed allocations to carry forwards and special funds for
the 2019/2020 Financial Year.

c)

Council approve that the 2019/2020 activity surpluses in the general rate funded
activities be used to fund the deficits in the general rate funded activities as
proposed.
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