Finance and Infrastructure Committee Meeting Agenda
5.9

18 June 2020

YEAR END FINANCIAL FORECAST 2019/2020

File Number:
Author:

Brent Chamberlain, Chief Financial Officer

Authoriser:

Monique Davidson, Chief Executive

Attachments:

Nil

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
PURPOSE
The purpose of this report is to update Councillors on the outcome of the recent year end forecast
undertaken by Officers.
SIGNIFICANCE AND ENGAGEMENT
This report is provided for information purposes only and has been assessed as not significant.
BACKGROUND
The Risk and Assurance Committee recently asked Officers to forecast Council’s expected year
end position, and the impact of recent drought and Covid-19 events.
Officers have built the forecasts in the attached tables using actuals for July 2019 to March 2020,
and forecasts for April-June 2020 based on the best data they have to hand.
The true impact of Covid-19 won’t fully be felt until the government wage subsidies cease, and the
impact of the drought will be realised next spring when those farms that destocked won’t have the
breeding stock they normally carry.
DISCUSSION
The table below sets out the Council’s forecast year end position (in a Funding Impact Statement
format) compared to the original adopted budget, and the operating budget (which is the adopted
budget plus unspent items agreed to be carried forward from last year).
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What this shows is that Council expects to collect $1.94m more in operating income than it
budgeted for. Most of this is grants for Provincial Growth Fund projects, additional fees and
charges relating to higher levels of consenting and solid waste being dumped, as well as donations
for the Waipawa pool and a warranty claim.
Operational costs are expected to be over budget by $1.1m. Much of this relates to outsourcing of
consents (due to the volume exceeding what our own staff can process), additional carbon credits
needed to match the solid waste volumes, and additional roading work.
Finance Costs will come in under budget by $390k due to lower than expected interest rates, and
additional investment activities.
Capital Grants/Subsidies are expected to be under budget by $1.6m. This is all NZTA subsidies
relating to roading. Much of this is timing related, for example the bridge strengthening project has
had the engineering assessments done but the physical work is now scheduled for July 2020.
Likewise some resealing has been delayed to work in with 3 waters pipe work and UFB roll outs.
NZTA works on a 3 year program so Council isn't at risk of losing this money.
Debt Funding will be $5.4m ahead of plan, despite capital expenditure being behind plan. This is
the cause of the $11.1m increase in investments. Council has taken advantage of being able to
borrow at 2.11% pa (average cost of funds for new loans taken in 2019/2020), and invest the
surplus funds on term deposits at 2.54% pa (average return on term deposits held at 30/06/2020).
Capital projects will be $8.9m behind plan. A number of capital projects are out of sync with the
budgeted timelines. The 3 Waters projects are on track to be delivered on budget, but are being
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done in a slightly different order and different timing to that signalled in the original LTP. The bulk
of this variance is in the land transport area. Much of this is timing related, for example the bridge
strengthening project has had the engineering assessments done but the physical work is now
scheduled for July 2020. Likewise some resealing has been delayed to work in with 3 waters pipe
work and UFB roll outs. NZTA works on a 3 year program so Council isn't at risk of losing this
money.
Related to the additional debt and delay in some capital projects is the movement in reserves, in
that we are forecasting to spend less of Councils reserves.
Let’s look at the individual activities that make up this helicopter view:

Community Leadership:
Community Leadership includes the economic development activity which will be receiving a
significant amount of PGF funding for the Ngā Ara Tipuna project. This will ultimately be developed
into tourism assets, but won’t be fully spent by year end hence the unspent portion of these funds
being carried forward to 2020/21 through reserves.
Planning and Regulatory:
This activity includes consenting whose level of activities is running ahead of plan. This has led to
additional consent fees, but has also seen Council needing to outsource some consenting has it
has exceed our ability to process all of these in house. Outsourcing comes at an increased cost,
and has led to a small deficit in these activities.
In terms of capital, the $422k for the dog pound build has been delayed as the original build site
identified has fallen through.
Land Transport:
Operationally Land Transport will be slightly behind budget, but the major variance is in the capital
expenditure area. Much of this is timing related, for example the bridge strengthening project has
had the engineering assessments done but the physical work is now scheduled for July 2020.
Likewise some resealing has been delayed to work in with 3 waters pipe work and UFB roll outs.
NZTA works on a 3 year program so Council isn't at risk of losing this money.
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Solid Waste:
Solid Waste is another area where volumes being delivered are running ahead of budget. This has
led to additional Fees, but also additional costs particularly in terms of the level of carbon credits
required to be purchased. This is also an activity where Covid-19 has led to additional costs due to
the traffic management plans required at transfer stations to ensure social distancing and contact
tracing.

3 Waters
At a top level 3 Waters will be on budget, but not at an individual activity level. A number of capital
projects are out of sync with the budgeted timelines. The 3 Waters projects are on track to be
delivered on budget, but are being done in a slightly different order and different timing to that
signalled in the original LTP.
Water Supplies (Drinking Water)
This activity has been the worst impacted operationally this year, and reflects the higher
compliance costs that continue to arise post the Havelock North water incident and the greater
focus on plant upgrades and leak repairs.
Wastewater (Sewerage)
This activity has the largest capital program on the horizon (the 2021-2031 LTP) with the
replacement of treatment plants being planned, however during the current year with the focus
being on drinking water, and wastewater has had less of a focus and therefore has incurred a
lower than budgeted spend.
Storm Water
Again with the focus on Drinking Water, storm water has had less of a focus and therefore has
incurred a lower than budgeted spend.
Recreation and Community Facilities
Grants will be $94k over plan due to a $98k bequest to the library.
Other Income will be $140k over plan due to $121k of Waipawa Pool donations.
The shortfall in fees and charges relates mainly to the planned rental increases on the retirement
housing being delayed.
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Employee Costs are slightly over in the library area, but with the recent closure of the Waipukurau
Library this should come in closer to budget.
In the capital area Recreation and Community Facilities will be $450k unspent, which sees a
corresponding savings in debt and reserve funding needed. This savings is really timing related, for
example $220k of it relates to a planned seating upgrade in the Municipal Theatre which is on hold
while the theatre is closed due to Covid-19. The balance is upgrades across community halls,
public toilets, and reserves and will be carried forward to future years as and when deferred
maintenance is required.

IMPLICATIONS ASSESSMENT
This report confirms that the matter concerned has no particular implications and has been dealt
with in accordance with the Local Government Act 2002. Specifically:
•
•

•

•
•
•

Council staff have delegated authority for any decisions made;
Council staff have identified and assessed all reasonably practicable options for addressing
the matter and considered the views and preferences of any interested or affected persons
(including Māori), in proportion to the significance of the matter;
Any decisions made will help meet the current and future needs of communities for goodquality local infrastructure, local public services, and performance of regulatory functions in
a way that is most cost-effective for households and businesses;
Unless stated above, any decisions made can be addressed through current funding under
the Long-Term Plan and Annual Plan;
Any decisions made are consistent with the Council's plans and policies; and
No decisions have been made that would alter significantly the intended level of service
provision for any significant activity undertaken by or on behalf of the Council, or would
transfer the ownership or control of a strategic asset to or from the Council.

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
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