FINANCE AND POLICY COMMITTEE AGENDA

TUESDAY 12 JUNE 2018

1.

FINANCIAL REPORT FOR APRIL 2018

(Memo from Accountant - 31.05.18)

Summary

This report has been adjusted to exclude MVM recoveries and Pyramid Bridge as
this distorts the underlying results of the operating budgets. A full set of reports
including the effects of the MVM Industrial Hub and the Pyramid Bridge are
located after the balance sheet. This will give an indication as to what the numbers
in the annual report may look like.

In total:
e Total revenue is lower than budget by 99k
e Total expenses are higher than budget by 765k
e Total variance is unfavourable to budget by 865k

Revenue is in line with budget, with the exception of the NZTA recoveries due to
the timing of Roading Capital projects carried out and the fall of the budget.
Expenditure is up for the first 10 months of the year, there are a variety of
variances of which some are due to timing of work carried out, and other variances
are not expected to realign this year.

While at first glance, the total unfavourable variance may cause alarm, the vast
majority of the unfavourable variances will be offset with recoveries, loan or
reserve funding. The variance in the central administration activity is well
ingrained. While this variance makes up about 17% of the total unfavourable
variance, it only represents 0.70% of the Council’s budgeted expenditure for the
year. Further details about this and other variances, are included in this report.

The majority of the main capital projects are on schedule with some exceptions in
the 3 Waters area. The schedule of capital projects over $100k report provides
more details.

The debtors balance has increased due to the timing recoveries from MVM. This
is likely to continue to show an increase to the general debtors balance trend for
the remainder of the MVM industrial hub project.



Total expenses at a glance...

% of Annual Budget Spent % of year to date Budget Spent

Capital expenditure at a glance...

% of Annual Budget Spent % of year to date Budget Spent

NB: these gauges exclude MVM and Pyramid Bridge capital expenditure
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NB: these graphs exclude MVM and Pyramid Bridge recoveries



Cash balance trend

Creditors balance trend
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Revenue and Expenses by Department - Excluding MUM and Pyramid Bridge Reimbursement
for the 10 months ended 30 April 2018

3 Waters & Solid Waste F 6,492  (157) u 7,756 (487) (378)  (109) u (319)
Aquatic Services & Stadiums 1,568 1,544 (24) F 1,853 1,501 1,456 (45) ] 1,729 66 88 (22) U 124
Cemeteries 228 245 17 u 294 265 225 (41) u 267 (37) 20 (57) u 26
Central Administration 2,645 2,547 (99) F 3,056 2,796 2,544  (252) u 2,978 (150) 3 (153) u 78
Civil Defence 75 75 (0) F 90 90 94 4 F 94 (15) (19) 4 F (4)
Community Grants 515 511 (4) F 613 646 547 (99) u 613 (131) (36) (95) u -
Elected Members 819 742 (78) F 890 817 727 (91) u 867 2 15 (13) u 23
Heritage Precinct 1,660 1,591 (69) F 1,905 1,671 1,633 (38) u 1,931 (10) (42) 32 F (26)
Parks and Reserves 2,946 2,927 (18) F 3,513 2,879 2,863 (15) U 3,419 67 64 3 F 94
Property 720 682 (39) F 818 894 851 (42) U 1,012 (173)  (170) (4) u (193)
Public Conveniences 92 92 (0) F 110 120 123 3 F 148 (28) (31) 3 F (38)
Regulatory 1,329 1,339 9 U 1,582 1,385 1,297 (88) V) 1,543 (56) 41 (97) U 39
Roading 3,944 4,396 452 u 5,275 4,147 4,243 96 F 5,088 (203) 153  (356) u 187

Income Total 22,705 23,861 23,095
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Commentary on underlying revenue and expense variances

Revenue and expense variances exclude MVM and Pyramid Bridge from both the
commentary and financial information. This is due to the recoveries and budgets of these
activities distorting the overall outcome of the main operating activities of the Council.
For full year to date results, including MVM and Pyramid Bridge, secondary financial
reports are included after the balance sheet report.

Overall income is unfavourable by $99k. A total of 83% of the annual budgeted revenue
has been received. Overall expenditure is unfavourable by $765k. A total of 87% of the
annual budget has been spent.

The 3 waters and solid waste area has an overall unfavourable variance of $109k.
Revenues are up by S47k. The unfavourable variance from tradewaste charges of $77k
continue to affect the budget. This is due to more accurate invoicing of tradewaste
charges based on actual usage. Solid waste charges continue to be favourable. Overall,
expenses are up by $157k, of which $103k can be attributed to the Otama Water Scheme.
This is made up of Pyramid Bridge pipeline emergency repair work, legal costs and
overcharged water rates refunds. This will be funded through reserves. 3 Waters is over
budget due to S50k costs for the response to the Southland Water and Land Plan. This
has been offset by two thirds in reimbursements from other councils involved.

Aquatic services and stadiums have an unfavourable variance of $22k. Revenue is up $23k
mainly due to increased popularity of the swim school and shark squad. A review of the
maintenance expenses has been carried out for this activity resulting in a more favourable
variance than advised in previous reports. Items that were capital in nature had been
incorrectly allocated to maintenance. They have now been recoded to capital, which
leaves expenses being $45k over budget. Further information on this variance is included
in a separate report.

The cemeteries activity has an unfavourable variance of $57k. Revenues have an
unfavourable $17k variance due to lower than expected user fees and charges. Expenses
have an unfavourable variance of $41k. Most of the unfavourable variance is due to a loss
on disposal of a plant item of S11k and slight overspends on maintenance.

Central administration has an unfavourable variance overall of $153k. Revenue is higher
than expected due to interest revenue received on term deposits. Expenses are over
budget by $252k. Factors contributing to this are:

e Council’s share of the aeromagnetic survey $28k

e Web development for GoreNZ website $12k

e Installation of a new phone system incurring one off setup costs $14k
e First Retail — advisory retainer $S9k

e Free Wifi expenses $12k

e Depreciation $8k



e Other small miscellaneous variances $21k
e Higher than anticipated recruitment expenses, including second tier management
transition costs $119k

Community grants have an overall unfavourable variance of $95k. This is due to two
additional grants made this year. The Kids Hub received an additional $50k towards play
equipment, funded by reserve contributions. Eastern Southland Hockey received a grant
of $62k for its car park loan.

The heritage precinct is overall favourable by $32k. Revenue is up by $69k mainly due to
events revenues that have not been budgeted for and an increase in admission from the
Croydon Aviation Heritage Centre. Expenditure is $38k higher than budget due mainly
due to Project ARK costs of $15k which will be on charged before the end of the financial
year. Event expenses are slightly over budget but these are offset by the increased
revenue in this area.

The parks and reserves department has an overall favourable budget of S3k. Expenses are
slightly higher than budget and is being managed against the favourable revenue.

Regulatory has an overall unfavourable variance of $97k. Revenues are down by $9k due
to the timing of Building WOF compliance fees and insufficient building consent revenues,
Expenses are higher than budget by $S88k largely due to the Spatial Plan and the timing
difference for on charging resource consent expenses. The Spatial Plan is outside of the
budget and will be funded through borrowing.

The NZTA subsidy is $356k behind budget. Road maintenance is tracking nicely having
spent 82% of the year to date budget. For more information on roading capital
expenditure see the capital projects over $100k report.

In summary, there is an overall unfavourable variance of $865k. A large portion of this is
due to the timing of the budgets, especially with roading activity even though in this
instance the budgets exclude pyramid bridge recoveries. Overruns in the central
administration area is now entrenched and is forecasted that this trend will see the year
out, over budget. The review of the aquatic centre maintenance budget has provided a
more accurate display of the operating budget; the over spends remaining will continue
to be over budget for the year.



Capital expenditure by department
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NB: this graph excludes MVM and Pyramid Bridge capital expenditure

Commentary on the capital expenditure

Note that the MVM Industrial Hub and Pyramid Bridge capital expenditure have been
removed from the capital expenditure financial information as these areas distort the
overall outcome of the council’s capital expenditure. For more information on capital
projects over $100k table, please refer to the next page.

For full year to date results including MVM and Pyramid Bridge secondary financial
reports after the balance sheet report.

A total of 59% of the annual capital expenditure budget has been spent (36% last year).
All variances at this point are due to timing of the various projects.

For more information on 3 Waters major projects see the breakdown in the projects over
$100k table on the next page.

The roading programme is behind where it was planned to be by $200k due to timing of
work. A detailed explanation can be found in the table for capital projects over $100k.

Aquatic services and stadiums have an unfavourable variance of $62k due to design and
development for the $500k Tulloch Park project. The majority of the budget for this is
released in June. The aquatic centres capital budget is now fully expended for the financial
year.



Central administration is under budget currently by $47k, with a vehicle replacement to
come.

The heritage precinct is under budget by $S54k and 63% of the annual budget being spent.
Precinct Redevelopment is progressing through the concept design stage.

Parks and reserves have a favourable variance of $165k. Plant and vehicle replacements
are nearly complete, at this stage there is likely to be a carry forward of $35k due to plant
still being in good condition and not needing to be replaced this year. Playground
equipment replacements project are being carried out now.

Property has a favourable variance of $703k. Work has begun on the design of the new
subdivision and preliminary design concepts have been drafted for the civic building. This
variance will stay due to the timing of the civic building upgrade.

The following page contains a schedule of projects with a budget of $100,000 or more
and shows the percentage of the total budget spent and any project specific comments.

Capital expenditure by department - excluding
Pyramid Bridge and MUVM

for the 10 months ended 30 April 2018

% of
Annual Annual
Current Current Budget
Department Actuals Budget Variance Budget Spent
3 Waters & Solid Waste 2,005 2,320 315 2,784 72%
Aquatic Services & Stadiums 151 89 (62) 606 25%
Cemeteries 30 31 0 53 57%
Central Administration 99 113 a7 114 57%
Elected Members 19 19 1 19 96%
Heritage Precinct 152 203 54 238 63%
Parks and Reserves 67 232 165 252 27%
Property 393 1,096 703 1,614 24%
Regulatory - - - - 0%
Roading 1,877 2,047 200 2,457 75%

Total 4,792 6,149 1,422 8,138 59%



Capital projects over $100,000 for the 10 months ended 30 April 2018

Roading
Rural Roads - Subsidised - Renewals

Urban Roads - Subsidised - Renewals

Urban Roads - Non Subsidised - Renewals

Rural Roads - Subsidised - Increased Level of Service

Roading Total

Wastewater
Gore Wastewater Treatment Plant (MVM Industrial Hub)

Gore Wastewater Treatment Plant Sludge Removal LTP 2015/16

Ajax Pump Station upgrade including HWR pipelines
Wastewater Total

Water
Manganese and Iron Investigations - No Des Truck

Gore Combined NZDWS Upgrade - Stage 1
Water Total

Property
Civic Administration Building Earthquake strenghtening

Property Total

Total
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Progressing

Progressing

Progressing

Progressing

Progressing

On hold

Progressing

Complete

Progressing

Started

Metalling programme is all but complete with an
agreed extra spend of $50k on metalling. Sealing

programme is complete with majority of claim in April.

Drainage renewal (culverts and dicthing) work
scheduled for June. Sealing programme is complete
with majority of claim in April.

Footpaths - both the concrete repair contract and
footpath resurfacing package are nearing completion.
Some extra work scheduled into May.

Minor improvements budget will be spent on minor
bridge repair work (this report includes $875k for
Pyramid bridge).

Progressing as planned, refer to progress report from
Signal Management.

Pending options assessment currently being
completed by Opus, delivery of this is due 31 May.
Estimated completion date November 2018.

Awaiting response from contractor regarding ongoing
dirty water issues.

RFP assessment complete with preferred contractor
selected, refer to separate report for further details.

Preliminary conceptual designs in place for
redevelopment
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Statement of Financial Position

as at 30 April 2018
Actuals Actuals
2018 2017
Assets
Current Assets
Cash And Cash Equivalents 2,063 1,586
Inventories 132 143
Investments 4,332
Trade & Other Receivables 3,594 2,686
Current Assets Total 10,120 4,416
Non Current Assets
Infrastructure Property Plant Equipment 393,211 385,964
Investments 260 1,828
Other Financial Assets (754) (1,123)
Other Non Current Assets 59 79
Non Current Assets Total 392,776 386,748
Assets Total 402,896 391,164
Liabilities
Current Liabilities
Other Current Liabilities 95 83
Short Term Borrowings 6,000 6,000
Short Term Provisions 438 412
Trade & Other Payables 3,549 2,053
Current Liabilities Total 10,082 8,548
Non Current Liabilities
Long Term Borrowings 11,000 6,000
Long Term Provisions 91 93
Other Non Current Liabilities 15 20
Non Current Liabilities Total 11,105 6,113
Liabilities Total 21,187 14,662
Net Assets 381,709 376,502
Equity
Asset Revaluation Reserve 241,533 241,533
Other Reserves 9,920 5,561
Accumulated Surplus 130,256 129,409

Equity Total 381,709 376,502



Commentary on the Statement of Financial Position
The major changes in the balance sheet from the same month in prior year:

Assets

e (Cash and cash equivalents have increased on the same month last year, due to a
term deposit reaching term.

e Inventories are down on this time last year.

e Trade and other receivables have increased from the same month last year. This
is due mainly to the timing MVM and NZTA recoveries.

e Current Investments have increased this year due to a reclassification of term
deposits. Also contributing is the overall increase in term deposits due to cash
invested until capital projects are realised.

e Other financial assets have increased over the year due to a decrease in the
revaluation of the interest swaps at 30 June 2017.

e Infrastructure, property, plant and equipment are up slightly on the same period
last year due to continuing capital works

e Other non-current assets have decreased slightly due to the Eastern Southland
Hockey loan being converted to a grant.

Liabilities
o Creditors are up on the same month last year, driven by work on the MVM
industrial hub and roading resurfacing contract completed
e Total debt has increased to $17 million in total, split between short term and long
term borrowing.

Variance reports including MVM and Pyramid Bridge

Commentary for the full variance report

The Council has requested a look at the full set of revenue and expenses including MVM
and Pyramid Bridge. The tables and graphs above are designed to give an indication of
what the numbers of the annual report may look like heading towards the end of the
financial year.

Summary

Overall there will be a surplus at the end of the financial year. The main contributor to
this surplus will be the recoveries from MVM which currently is around $5.7 million. It is
important to note that the MVM recoveries are to offset the costs associated with the
MVM Industrial Hub, of which the expenditure is recorded as a capital asset. Roading will
finish the year with a shortfall in revenue and capital expenditure due to the timing of the
Pyramid Bridge project, where major works are likely to start closer to the end of the next
financial year.



Total expenses at a glance...

% of Annual Budget Spent % of year to date Budget Spent

Capital expenditure at a glance...

% of Annual Budget Spent % of year to date Budget Spent

NB: these gauges include MVM and Pyramid Bridge recoveries



Revenue and Expenses by Department
for the 10 months ended 30 April 2018

3 Waters & Solid Waste 11,852 6,115 (5,738) F 7,437 6,649 6,492  (157) u (378) 5,581 F (319)
Aquatic Services & Stadiums 1,568 1,544 (24) F 1,853 1,501 1,456 (45) ] 88 (22) U
Cemeteries 228 245 17 U 294 265 225 (41) V) 20 (57) V]
Central Administration 2,645 2,547 (99) F 3,056 2,796 2,544  (252) u 3 (153) u
Civil Defence 75 75 (0) F 90 90 94 4 F F
Community Grants 515 511 (4) F 613 646 547 (99) u u
Elected Members 819 742 (78) F 890 817 727 (91) U U
Heritage Precinct 1,660 1,591 (69) F 1,905 1671 1,633 (38) u F
Parks and Reserves 2,946 2,927 (18) F 3,513 2,879 2,863 (15) U F
Property 720 682 (39) F 818 894 851 (42) u u
Public Conveniences 92 92 (0) F 110 120 123 3 F F
Regulatory 1,329 1,339 9 U 1,297 (88) V) U
Roading 3,979 4,790 810 U 4,243 96 F U

Income Total 28,431 23,198 27,908 23,861 23,095 27,446

NB: this table includes MVM and Pyramid Bridge recoveries



Capital expenditure by department

9,000

8,000 -

7,000

6,000

5,000 -

,000's

4,000 -

3,000

2,000

1,000 +

B Actuals

Current Budget

T T T T T -
& & & & & o & & & <

> & b & & o & < & &

. > & o () Q¢ & © S @

8 3 & ¥ S ] S

5 3 & <& e &

a3 & & & D o <F
,\ .
?}C}* c-\\c?' ,Z}V Qe(' ?‘z’“ 'g\‘:-;
xC & < Q
& <o &

& &

NB: this graph includes MVM and Pyramid Bridge capital expenditure

Capital expenditure by department - including

Pyramid Bridge and MUM

for the 10 months ended 30 April 2018

% of
Annual Annual
Current Current Budget
Department Actuals Budget Variance Budget Spent
3 Waters & Solid Waste 8,116 2,320 (5,797) 2,784 292%
Aquatic Services & Stadiums 151 89 (62) 606 25%
Cemeteries 30 31 0 53 57%
Central Administration 65 113 a7 114 57%
Elected Members 19 19 1 19 96%
Heritage Precinct 150 203 54 238 63%
Parks and Reserves 67 232 165 252 27%
Property 393 1,096 703 1,614 24%
Regulatory - - - - 0%
Roading 1,918 2,776 858 3,332 58%
Total 10,909 6,878 (4,031) 9,013 121%
RECOMMENDATION

THAT the financial report for the ten months ended 30 April 2018 be received.



MAYORAL OFFICE — UPDATE REPORT

(Report from Economic Development Coordinator and Social Capacity and Health
Coordinator, Mayoral Office —31.05.18)

Purpose

The purpose of this report is to provide an overview of Mayoral Office achievements,
progress to date in delivering a socio-economic agenda and expected outcomes over
coming months.

Ready for Growth

Ready for Growth is a development project for the Gore District. Its overall objective
is to increase the Gore District population by 1,500 people by 2030. The project is
coordinated by the Council through the Mayoral Office, but is led by the community.

The current focus of the project is on the development of a strategic action plan. The
plan is being developed with direct input from the community via three closely
facilitated workshops. The broad focus of each workshop is as follows:

e Workshop 1 - identifying challenges and opportunities facing the Gore District
within the following six areas of focus:

Business and retail

Community wellbeing

Facilitating growth

Industry and innovation
Population and workforce
Tourism and natural environment

O 0O O O O ©O

e Workshop 2 — defining key objectives within the six areas, and identifying
specific projects to help meet those objectives and progress opportunities for
growth.

e Workshop 3 — prioritising projects, identifying stakeholders and timeframes.

Workshop one was held on 7 May, workshops two and three are to be held on 6 June
and 4 July. Approximately 70 stakeholders attended the first workshop, representing
sectors across the District community. Workshops two and three are expected to be
equally well represented. At the time of writing this report it had just been confirmed
that the Rt Hon Sir William English will attend workshop two as a guest speaker. It is
anticipated he will be sharing his thoughts and experience on the need to promote
regional socio-economic growth.

Attached is a list of the opportunities for growth identified during workshop one,
broadly grouped within each of the six areas of focus. There is a large degree of
overlap in some areas, but this will be explored further during workshop two.



An additional youth-focussed workshop has been scheduled for 11 June to ensure the
voices of young people are factored into discussions. The workshop will explore youth
perceptions on the challenges and opportunities facing our District, what is important
to them about where they live, hear their ideas on what the future could be like and
their thoughts on how we could get there.

Outcomes from all workshops will be incorporated into a strategic action plan. It is
anticipated a first draft of that action plan will be completed in August 2018.

Hokonui Highway
The Hokonui Highway is the pathway that young people travel along towards
adulthood. The Hokonui Highway project aims to ensure that no young person (age 0-
24) is “left behind” by enabling the collaboration of services available in the District
and filling gaps where services may be required, to provide improved support through
transition periods.

The Hokonui Highway project structure, terms of reference, and commitments of the
parties involved have been agreed. The Right Service, Right Time action group has
formed and is meeting regularly, progressing towards a trial of an intensive
wraparound delivery model in the Gore District.

The Learning to Earning action group has been consulting with young people on
potential solutions to meet their needs, particularly focussing on transitioning
“NEETS” (18-24 year olds who are “Not in Education, Employment or Training”). Also
in the Learning to Earning space, the Youth Employment Success (YES) initiative launch
for Eastern Southland was held on 29 May, with 11 employers offering opportunities
for young people and more signed up to join the initiative.

There is rapid progression of a business case for a “Provincial Wellness” model (similar
to the Rural Health Centre model) which will “package” the project into a funding
application to the Provincial Growth Fund. This will focus on the implementation of
initiatives which are identified as likely to provide benefit to the Gore District, and
whose outcomes may also be of interest in other areas nationally.

Ready for Living

The Ready for Living project seeks to understand what needs to be done in the Gore
District to ensure that retirees choose to stay in the District and that their opportunity
to make a positive contribution to the District’s lifestyle and economy is maximised.
Initially this is a feasibility project only — no further commitment has been made.

$30,000 of funding has been provided by MBIE through the SORDS initiative to
undertake a feasibility study/project scoping. At this stage, to remain within the
available budget, some of the scope has been trimmed. However an application may
be made to the Office for Seniors “Age-Friendly Community Projects” fund to extend
the budget by a further $10-515,000 to allow the full scope of the feasibility study to
be completed.



Geoff Henley of HenleyHutchings has been engaged to undertake the feasibility study
with the support of the Social Capacity and Health Coordinator. A steering committee
has been formed to guide progress. The baseline review has been completed through
a series of interviews and focus groups, involving more than 60 people in the Gore
District and relevant people in the field in Wellington, other parts of NZ and
internationally.

The Co-Design work will commence at the Steering Group meeting on 31 May and be
concluded by the end of June. The feasibility study outcomes will be presented to the
steering group and to Minister for Seniors, Hon Tracey Martin, on 10 July.

The Office for Seniors is commencing a national Positive Ageing Review and is very
interested in the outcomes of this project.

Welcoming Communities

Welcoming Communities is a collaboration across the Southland TLAs which is being
coordinated by Venture Southland, and seeks to ensure that Southland attracts
newcomers and integrates them rapidly so that they remain resident here.

Gore District Council is represented on the advisory group by Cr Bronwyn Reid and
support for implementation is being provided by the Social Capacity and Health
Coordinator.

A series of initiatives to be undertaken in the Gore District has been endorsed by
Council and are incorporated into the draft Southland Welcome Plan. Work is
underway to develop a District Welcome Guide which will be provided to new
residents of the Gore District. A detailed plan to deliver the prioritised Gore District
initiatives will be developed in the coming weeks.

GoRetail

A well-attended public meeting was held on 6 June. The meeting focussed on
arrangements for country music week, leading into further discussions around
consistency of opening hours and the review of mobile trading bylaws.

Free parking is being offered on 1 and 2 June in response to a last minute request from
the GoRetail committee. The request represented a move away from that
committee’s original decision to only have free parking over the busy Christmas
period. The request was unanimous, with committee members citing positive publicity
from the high visual impact of the scheme as justification for the request. The
committee is in the process of identifying dates for free parking as part of a formal
application to Council for the year ahead.

A meeting was held with the Mataura Community Board to discuss GoRetail from a
Mataura perspective. A Mataura-focussed retail event is under development with a
date to be confirmed. Mataura retailers are also connected into Ready for Growth
discussions via Community Board representation at the three workshops.



International education

International students are recognised as having significant potential in promoting
socio-economic growth and population growth. Venture Southland plays an active
role in promoting the Southland region internationally at a study destination, and
works with local high schools in facilitating study visits that emerge as a result of that
promotion. Such visits are additional to those arranged directly through schools
themselves. Venture Southland has yet to place international students within the
District due to its own efforts, however St Peter’s College, Gore High School and Blue
Mountain College remain active in hosting international students through their own
networks.

Discussions have been held with St Peter’s College, Gore High School and Venture
Southland to explore opportunities to work in partnership with the Council in
attracting international students and supporting their stay once in the Gore District. A
further meeting is to be arranged with SIT to discuss this issue further.

Budgets
All activities are managed within existing budgets, with the exception of projects that
have secured external sources of funding (eg Ready for Living).

RECOMMENDATION

THAT the report be received.












CIVIC FINANCIAL SERVICES ANNUAL REPORT 31 DECEMBER 2017

(Memo from Chief Financial Officer — 01.06.18)

Purpose
This report presents Civic Financial Services (CFS) Annual Report and Statement of
Intent (attached) for the coming year.

The Council is a shareholder of CFS.

Annual report

CFS made a pre-tax surplus from normal operations of $829,000 for the year ended
31 December 2017. This is greater than the $338,000 that was forecast. However, the
value of their building was reduced at year-end due to a seismic assessment review.
The loss in value reduced the before-tax profit to $31,000.

CFS is proceeding with strengthening work, estimated at $820,000, which is expected
to be completed in 12 months. After which the building will be marketed for sale and
any proceeds distributed to shareholders. The cost of the strengthening work will not
be considered a selling cost.

Statement of intent

There are no planned changes to CFS operations. CFS is forecasting tax surpluses for
the next three years ranging from $250,000 to $450,000.

RECOMMENDATION

THAT the report be received.






















































Civic Financial Services Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

NOTE 4. FINANCIAL INSTRUMENTS conTINUED

(3) Financial Risk - Structure and Management continued

(a) Market Risk

All financial assets and liabilities are New Zealand Dollar based and are recorded at amortised cost, therefore changes
in interest rates and foreign currency values do not impact on their carrying value.

(b) Carrying Amount and Fair Value

The carrying amounts of all financial assets and liabilities are considered to be equivalent to their fair value.

(c) Liquidity Risk
Liquidity Risk is the risk that the Group will encounter difficulties in raising funds at short notice to meet commitments
associated with financial instruments. Management of liquidity risk is designed to ensure that the Group has the ability
to meet financial obligations as they fall due.

The following tables include an analysis of the contractual undiscounted cash flows relating to the Group’s financial assets and
liabilities categorised by the maturity dates.

Interest Rate Within 6to12 1to2 2to5 Total
Spread 6 months months years years
% $ $ $ $ $
CMewryAnabssssstDecemberzo
Assets
Cash & Cash Equivalents 0to3.45% 5,202,397 - - - 5,202,397
Other Receivables n/a 590,921 - - - 590,921
Loans 5.13%1t05.15% 1,109,874 - - - 1,109,874
Total Financial Assets 6,903,192 - - - 6,903,192
Liabilities
Sundry Creditors & Accrued Charges n/a 150,901 - - - 150,901
Total Financial Liabilities 150,901 - = - 150,901
Mty msssattDscmberzots
Assets
Cash & Cash Equivalents 0to 3.76% 6,111,694 - - - 6,111,694
Other Receivables n/a 421,098 - - - 421,098
Total Financial Assets 6,532,792 - - - 6,532,792
Liabilities
Sundry Creditors & Accrued Charges n/a 385,923 - - - 385,923
Subordinated Debt - - 120,176 - 120,176
Total Financial Liabilities 385,923 - 120,176 - 506,099
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Civic Financial Services Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

NOTE 4.

(3) Financial Risk - Structure and Management continued

(d) Credit Risk

All investments are in the form of cash held at registered banks and loans. The registered banks have a credit rating

of “A” or better. Loans are with Riskpool (refer to Note 13).

(i) Exposure to Credit Risk

2017 2016

$ $

Cash & Cash Equivalents 5,202,397 6,111,694

Other Receivables 590,921 421,098

Loans 1,109,874 -

Total 6,903,192 6,532,792

(ii) Concentration of Credit Exposure
The major credit exposure greater than 20% of total assets is with registered banks.
NOTE 5.

2017 2016

$ $

not later than one year 12,444 12,444

later than one year but not later than five years 41,478 53,922

53,922 66,366

not later than one year 823,306 760,980

later than one year but not later than five years 2,984,210 2,421,422

later than five years 285,729 525,063

4,093,245 3,707,465

Operating lease income relates to a combination of office and retail tenancies to the Investment Property referred to in
Note 7. The property is subject to a combination of multiple office and retail tenancies over varying lease periods.
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Civic Financial Services Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

NOTE 6. PROPERTY, PLANT & EQUIPMENT AND INTANGIBLE ASSETS

Accounting Policy:

Assets are depreciated on a straight line basis at rates calculated to allocate the assets’ cost, in equal instalments over their estimated
useful lives which are assessed and regularly reviewed.

2017 2016
$ $
(a) Property, Plant and Equipment

Office Furniture and Equipment — cost 629,989 595,688
Plus Additions 39,285 36,596
Less Disposals - (2,295)
Closing Value - cost 669,274 629,989
Office Furniture and Equipment - Accumulated Depreciation (440,834) (402,540)
Less Depreciation Charge (38,609) (38,761)
Less Disposals - 467
Closing Accumulated Depreciation (479,443) (440,834)
Net Book Value 189,831 189,155

The Total Comprehensive (Deficit)/Surplus After Tax in the Statement of Comprehensive Income includes a $nil loss on
disposal of fixed assets (2016: nil).

(b) Intangible Assets
Software - cost 519,453 498,839
Plus Additions - 20,614

Less Disposals - -

Closing Value - cost 519,453 519,453
Software - Accumulated Amortisation (429,801) (426,563)
Less Amortisation Charge (406) (3,238)

Less Disposals - -

Closing Accumulated Amortisation (430,207) (429,801)
Net Book Value 89,246 89,652
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Civic Financial Services Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

NOTE 7.

Accounting Policy:

Investment property is measured at fair value, by reference to an external market valuation (performed annually), with any resulting
unrealised gain or loss recognised in the Statement of Comprehensive Income.

2017 2016
$ $

Civic Assurance House, Lambton Quay, Wellington
(@) Land valuation (Original Cost $289,253) 2,900,000 2,900,000
Level 3 Fair Value 2,900,000 2,900,000
(b) Opening Building valuation (Original Cost $860,571) 5,000,000 4,500,000
Refurbishment 48,043 403,429
(Decrease)/Increase in value (798,043) 96,571
Level 3 Fair Value 4,250,000 5,000,000
(c) Opening Artwork valuation (Original Cost $8,844) 25,000 25,000
Fair Value 25,000 25,000
7,175,000 7,925,000

The Company has received preliminary advice that investigations and calculations as part of a seismic assessment review
have highlighted an issue with unreinforced masonry in non-structural parts of the building and, under the Building
(Earthquake-prone Buildings) Amendment Act 2016, the building is therefore potentially earthquake prone.

The Company has resolved to mitigate this risk and proceed with seismic strengthening with expected completion within
12 months. The investment property valuation has been obtained as at 31 December 2017 on an ‘as if complete’ basis with the
estimated costs for the strengthening works (approximately $820,000) being deducted from the ‘as if complete’ value.

The investment property is revalued every year. The investment property valuation for the year ended 31 December 2017 was
completed on 6 March 2018 by independent registered valuer Martin Veale (ANZIV, SPINZ) of the firm Telfer Young (Wgtn) Ltd.
The property is valued in accordance with International Valuation Standards 2017. The Investment property is Level 3 fair value.

The adopted market value has been established by consideration of the Income Capitalisation and Discounted Cashflow
approaches. Major inputs and assumptions used in the valuation are income and expense growth forecasts, capital
expenditure, an analysis of yields, capitalisation rate and market rent per square metre, discount rate, occupancy and
weighted average lease terms.
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Civic Financial Services Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

NOTE 7.
2017 2016
Average Growth Factor 1.40% 1.38%
Capitalisation Rate 8.00% 8.00%
Terminal Yield 8.25% 8.25%
Discount Rate 9.25% 9.25%
Rent per sqm $355 $357
Occupancy (net lettable area) 92.84% 83.66%
Weighted average lease term (years) 2.00 2.30

NOTE 8.

There are no financial assets that are impaired or past due at balance date (2016: $nil).

NOTE 9.

There are no contingent liabilities (2016: $nil).
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Civic Financial Services Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

NOTE 10.

Accounting Policies:

The current income tax expense charged against the profit for the year is the estimated liability in respect of the taxable profit.
Itis calculated using tax rates and tax laws that have been enacted or substantively enacted by reporting date. Current tax for
the current and prior periods is recognised as a liability (or asset) to the extent that it is unpaid (or refundable). Tax assets are

offset only when there is a legally enforceable right to set off the recognised amounts, and an intention to settle on a net basis.

The liability method of accounting for deferred taxation is applied on a comprehensive balance sheet basis in respect of
temporary differences between the carrying amounts of assets and liabilities in the financial statements and the corresponding
tax base of those items.

Deferred tax liabilities are recognised for all temporary differences. Deferred tax assets are reviewed at each balance date and
reduced to the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset
to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset is
realised. Deferred tax is charged or credited in the Statement of Comprehensive Income.

Revenue, expenses, assets and liabilities are recognised net of the amount of GST except:

e When the GST incurred on a purchase of goods and services is not recoverable from the taxation authority in which case
the GST is recognised as part of the cost of the acquisition of the assets or as part of the expense item as applicable.

*  Receivables and payables, which are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or payables
in the Statement of Financial Position.
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Civic Financial Services Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

NOTE 10.

(a) Income tax recognised in the Statement of Comprehensive Income

2017 2016

$ $

Current tax expense - (7)

Adjustments recognised in the current year in relation to the current tax of prior years (13,947) -

Deferred tax relating to temporary differences 200,879 21,999

Total Tax Expense 186,932 21,992
Attributable to:

Continuing operations 186,932 21,992

186,932 21,992

The prima facie income tax expense on pre-tax accounting profit from operations reconciles to the income tax expense in

the financial statements as follows:

2017 2016

$ $

Surplus before tax 30,812 136,180
Income tax calculated at 28% 8,628 38,130
Tax effect of permanent differences 192,251 (16,138)
Prior Period Adjustment (13,947) -
Income Tax Expense 186,932 21,992
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Civic Financial Services Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

NOTE 10.

(b) Current tax assets and liabilities

2017 2016

$ $

Tax refund receivable 3,580 990
3,580 990

(c) Deferred tax balances

2017 2016

$ $

Temporary differences 3,588,348 3,759,692
3,588,348 3,759,692
Temporary differences (502,496) (486,908)
(502,496) (486,908)

Net Deferred Tax balance 3,085,852 3,272,784
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Civic Financial Services Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

NOTE 10.

(c) Deferred tax balances continued

Gross taxable and deductible temporary differences for the Group arise from the following:

Opening Charged Charged  Prior Period Closing

Balance to Income to Equity  Adjustment Balance

$ $ $ $ $

Investment gains (40,315) - - 40,315 -
Building, property and equipment (1,698,639) (95,989) - - (1,794,628)
(1,738,954) (95,989) - 40,315 (1,794,628)

Employee entitlements 54,914 6,572 - (21,221) 40,265
Losses carried forward 13,372,556 (628,007) - 30,716 12,775,265
2017 13,427,470 (621,435) - 9,495 12,815,530
Attributable to:

Continuing operations 11,688,516 (717,424) - 49,810 11,020,902

Total 11,688,516 (717,424) - 49,810 11,020,902

Tax effect at 28% 3,272,784 (200,879) - 13,947 3,085,852
Investment gains (40,315) - - - (40,315)
Building, property and equipment (1,768,639) (98,085) - 168,085 (1,698,639)
(1,808,954) (98,085) - 168,085 (1,738,954)

Employee entitlements 130,833 (80,703) - 4,784 54,914
Losses carried forward 14,650,787 (1,105,362) - (172,869) 13,372,556
2016 14,781,620 (1,186,065) - (168,085) 13,427,470

Attributable to:

Continuing operations 12,972,666 (1,284,150) - - 11,688,516

Total 12,972,666 (1,284,150) - - 11,688,516

Tax effect at 28% 3,632,344 (359,560) - - 3,272,784

No liability has been recognised in respect of the undistributed earnings of subsidiaries because the Group is in a position
to control the timing of the reversal of the temporary differences and it is probable that such differences will not reverse in
the foreseeable future.

The deferred tax asset relating to tax losses carried forward has been recognised as the financial forecasts anticipate the Group
maintaining sufficient profitability in future financial years (refer Note 20).
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Civic Financial Services Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

NOTE 10.

(d) Imputation Credit Account

2017 2016
$ $
Opening Balance 5,257,222 5,256,739
Plus Credits
Income Tax Paid - -
Resident Witholding Tax 3,580 -
Imputation Credits Received - 2,463
3,580 2,463
Less Debits
Tax Refund 990 1,980
Imputation Credits Attached to Dividends Paid - -
Other Debits - -
990 1,980
Closing Balance 5,259,812 5,257,222

NOTE 11.

Accounting Policy:

The Statement of Cash Flows is prepared exclusive of GST, which is consistent with the method used in the Statement of Comprehensive
Income. The GST component of cash flows arising from investing and financing activities, which is recoverable from or payable to, the

taxation authority is classified as operating cash flow.

The following are definitions of the terms used in the Statement of Cash Flows:

. Bank comprises cash on hand and demand deposits.

Cash equivalents are short-term, highly liquid investments that are readily convertible to known amounts of Cash and which are

subject to insignificant risk of changes in value.

. Cash flows are inflows and outflows of cash and cash equivalents.

. Operating activities are the principal revenue producing activities of the entity and other activities that are not investing or

financing activities.

Investing activities are the acquisition and disposal of long-term assets.

. Financing activities are activities that result in changes in the size and composition of the contributed equity and borrowings

of the entity.

Annual Report 2017

25



26

Civic Financial Services Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

NOTE 11.

2017 2016

$ $

Total Comprehensive (Deficit)/Surplus (156,120) 974,312
Loan Interest (13,321) -

Depreciation 38,609 38,761
Amortisation 406 3,238
Movement in CLP / Riskpool Admin Fee Reserve (43,879) 386,405
Movement in Deferred Tax Asset 186,932 359,562
Net change in fair value of investment property 798,043 (96,571)
Share of Loss of Associate - 3,152
Debt Write-off (120,176) -
846,614 694,547

einsonce Recovers 171,390 568,347,733
Sundry Creditors and Accrued Charges (241,936) (553,491,392)
Movement in Insurance Provisions - (10,608,200)
Tax Refund Due (2,590) 1,981
(415,917) 4,250,122
Add/(Less) Items Classified as Investing Activity - (5,758)
Add/(Less) Items Classified as Financing Activity 7 7
Net Cash Flow from Operating Activities 274,584 5,913,230
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Civic Financial Services Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

NOTE 12.

(a) Sundry Debtors and Prepayments

2017 2016

$ $

Sundry Debtors 590,921 421,097

Prepayments 124,191 86,396

GST Receivable 12,988 49,222

Sundry Debtors and Prepayments 728,100 556,715
(b) Sundry Creditors and Accrued Charges

2017 2016

$ $

Sundry Creditors & Accrued Charges 150,901 385,923

Sundry Creditors & Accrued Charges 150,901 385,923

NOTE 13.

A secured loan agreement between the Company and Local Government Mutual Funds Trustee Limited on behalf of New Zealand
Mutual Liability Riskpool (“Riskpool”) was entered into in February 2017 and again in August 2017 to assist with Riskpool’s
cashflow. The amount under each agreement is for a loan of up to $3,000,000 and under the terms of the loan the interest rate

is set as BKBM plus a margin. Any loan may be repaid by Riskpool at any time without penalty and the agreement terminated by
either party with six months’ notice. The first loan including interest of $68,280 under the first agreement was repaid in full in
October 2017. The loan outstanding at 31 December 2017 is $1,109,874.
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Civic Financial Services Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

NOTE 14.

The Share Capital of the Group comprises solely authorised and issued ordinary shares with each share ranking equally in votes,
dividends and surpluses. In 2016, 219,000 shares were issued at $0.90 per share to existing shareholders. There were no shares
issued during 2017.

2017 2016
$ $
Retained Earnings
Opening Balance 6,440,214 5,465,902
Net Surplus After Taxation (156,120) 974,312
Closing balance 6,284,094 6,440,214
2017 2016
$ $
Shareholders Capital
Opening Balance 10,763,506 10,566,406
Ordinary Shares Issued during the year - 197,100
Closing balance 10,763,506 10,763,506
Number of Ordinary Shares Fully Paid 11,249,364 11,249,364
NOTE 15.

As a consequence of the Canterbury earthquakes the Company ceased providing material damage from 1 July 2011.

In December 2015 the Company reached a global settlement of the majority of the Canterbury earthquake claims and a
commutation agreement of the remaining open Canterbury earthquake claims with the reinsurers. The Company met its
insurance liabilities in full in December 2016 and opted to cancel its provisional insurance licence with the Reserve Bank of
New Zealand. The license was cancelled on 17 January 2017. Consequently, the Company is not required to hold a credit rating
or maintain a solvency margin.

Analysis of Profit from discontinued operations
The results of the discontinued insurance operations for 2016 and 2017 are set out below. The comparative profit and cash

flows from discontinued operations have been represented in the Consolidated Statement of Comprehensive Income and the
Consolidated Statement of Cash Flows to include those operations classified as discontinued in the current year.
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Civic Financial Services Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 15.

FOR THE YEAR ENDED 31 DECEMBER 2017

2017 2016
$ $
Surplus for the year from discontinued operations
Underwriting Surplus - 1,998,024
Insurance Related Expenses - (800,336)
Insurance Surplus Before Taxation - 1,197,688
Taxation Expense Attributable to Insurance - 337,564
Surplus After Tax Attributable to Owners of the Company - 860,124
2017 2016
$ $
Cash flows from discontinued operations
Net Cash Flow from Operating Activities - 5,547,816
Net Cash Flow from Investment Activities - -
Net Cash Flow from Financing Activities - -
Net Cash Flows - 5,547,816

NOTE 16.

New Zealand Local Government Finance Corporation Limited (NZLGFC) ceased active operations in February 2010 and was
removed from the New Zealand Companies register on 25 September 2017. NZLGFC had total assets of $50,533 and total
liabilities of $120,176 at 31 December 2016. On completion of the windup process during 2017, NZLGFC had no remaining assets
available for distribution and was released from the remaining debt of $120,176. This amount is included in the Statement of

Comprehensive Income in 2017.

NOTE 17.

All shareholder equity is retained to ensure the financial soundness of the Group. The cash is retained for cash flow purposes and

to balance the funds allocated in the building investment.
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Civic Financial Services Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

NOTE 18.

Standards and Interpretations in issue not yet adopted

At the date of authorisation of the financial report, one Standard and Interpretation was in issue that was relevant to the Group,
but not yet effective.

Initial application of the following Standard is not expected to affect any of the amounts recognised in the financial report or
change the presentation and disclosures presently made in or relation to the Group's financial report:

Effective for annual reporting Expected to be initially

periods beginning applied in the financial

on or after year ending

Revised NZ IFRS 9 ‘Financial Instruments’ 1 January 2018 31 December 2018

NOTE 19.

A seismic assessment review for the investment property is being undertaken by the Company and at the date of signing these
financial statements the review is ongoing. Preliminary advice is that non-structural elements of the building are potentially
earthquake prone and the property has been valued on that basis. The estimated cost of strengthening is $820,000 and the
financial statements adjusted accordingly. To proactively mitigate this risk, the Company has embarked on the process of seismic
strengthening. Refer to Note 7 for more information.

There have been no other material events subsequent to 31 December 2017 that require adjustment to or disclosure in the
financial statements.

NOTE 20.

The financial statements have been prepared on a going concern basis.

The profitability of financial and property services supports the going concern assumption for Civic Financial Services Ltd

as a whole. The deferred tax asset is reviewed regularly and at balance date against forecast profits and future business
opportunities. The Directors believe that it is probable that sufficient taxable profits will be available in the future against which
the unused tax losses can be utilised.
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1.0

Mission Statement

Mission Statement of Civic Financial Services Ltd

To provide superannuation and risk-financing solutions

to the local government sector

2.0 Corporate Goals

The specific goals of the Company are:

2.1

2.2

2.3

3.0

3.1

3.2

3.3

3.4

To operate as a sound and successful business.

To be the primary supplier of risk-financing and superannuation services
to the local government sector.

To investigate and facilitate, as appropriate, new products and markets in
risk-financing and superannuation and such other markets that it believes
could prove beneficial to its shareholders and the local government sector.

Nature and Scope of Activities

The Company administers superannuation services for local government
and local government staff via SuperEasy and the SuperEasy KiwiSaver
Superannuation Scheme.

The Company provides administration, reinsurance, accounting, and a
range of other services to LAPP, Riskpool, CLP (Civic Liability Pool) and
CPP (Civic Property Pool).

The Company investigates and facilitates as appropriate such new  risk-
financing and superannuation services and/or markets that it believes will
prove beneficial to its shareholders and the local government sector.

In a modest and selective way the Company provides sponsorship for a
range of local government activities at regional and national level.

Civic Financial Services Ltd
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4.0 Financial Projections

Civic’s projected profit outlook over the next three years is shown in the tables below.

Civic’s main revenue streams will come from the two following sources: fees from
providing administration services and investment income.

Profits from providing administration services: Civic’s income in 2018 will
come from providing administration services as described in section 3.1 and
3.2.

Profits from investment income: Civic’'s income in 2018 will come from
investment income. This includes the rental income from Civic Assurance
House, a ten-storey Wellington CBD office building. At the Special General
Meeting (“SGM”) held on 5 October 2017 there was overwhelming support from
our shareholders to sell Civic Assurance House. Your Board is taking the
appropriate action to progress this forward. A recent seismic assessment
review has identified there is strengthening work required for the non-structural
south and west boundary walls of Civic Assurance House. Having taken
professional advice, the decision was made to complete the strengthening work
before taking the building to market. We anticipate this work will be completed
within the next twelve months. If a satisfactory sale price can be obtained, the
proceeds net of selling costs will be distributed to shareholders via a special
dividend. This potential sale and subsequent removal of rental income has
been taken into consideration in the projections below.

Financial projections for 2018 to 2020 are:

2018 2019 2020
Administration Income | $2,154,991 | $2,129,232 | $2,223,377
Investment Income $ 416,000 | $ 291,000 | $ 140,000
Revenue $2,570,991 | $2,420,232 | $2,363,377
Expenses $2,123,037 | $2,081,114 | $2,108,429
Surplus before tax $ 447954 | $ 339,118 | $ 254,948

Please note that these are projections, not firm predictions.

Civic Financial Services Ltd
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5.0 Performance Targets and Measures

5.1 To provide superannuation services to at least 90% of local authorities.

5.2 To continue to be an efficient and effective administration manager for
LAPP, Riskpool, CLP and CPP.

6.0 Reporting to Shareholders

6.1 An audited annual report for 2017 by 30 April 2018.

6.2 Areport on the first half of 2018 by 30 September 2018 containing a review
of the Company’s operations during the half year and unaudited half-yearly
accounts.

7.0 Acquisitions/Disposals

Any acquisition or disposal that is equivalent to 50% or more of the Company’s assets
will constitute a “maijor transaction” under the Company’s constitution and approval of
the shareholders will be sought in accordance with the constitution. Any acquisition
that is equivalent to 25% or more but less than half of the Company’s assets will
constitute a “minor transaction” under the Company’s constitution and consultation
with shareholders will take place.

8.0 Transactions with Related Parties

The Company has 72 local authority shareholder members plus TrustPower (holding
1.22%. Local Government Superannuation Trustee Limited and Local Government
Mutual Funds Trustee Limited are wholly owned subsidiaries of the Company.
Because it is sharing management resources, the Local Authority Protection
Programme (LAPP), Riskpool, CLP and CPP are also considered to be related
parties. Transactions with shareholder members include risk-financing services and
superannuation related financial services.

Charges to and from shareholder members will be made for services provided as part

of the normal trading activities of the Company and its subsidiaries. Transactions with
shareholder members are on a wholly commercial basis.

kkkkk E N D *kkkk
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AQUATIC CENTRES FINANCIAL REPORT

(Memo from Chief Financial Officer — 01.06.18)

Purpose
This report to provide further information about the negative variance in the Aquatic
centre's activity, as reported through the regular financial reports

Background
During the past 10 months there have been three main cost pressures in this activity:

e Increased staff costs arising from a change in the roster.

e Increased electricity costs are arising from a change in the way the operation
of the plant.

e Increased maintenance and capital costs arising from unexpected asset
failures.

The staff are actively managing these variances, and more detail is included below.

At the end of April, the Multisport Aquatic Centre has an unfavourable variance of
$45,000. The variance includes operating and capital expenditure. This can be seen in
more detail in the accompanying cost of service statement in Appendix 1.

The majority of the variance is contained within the pool activity, though there is some
overspend which is being offset by positive variances in the MLT Event Centre activity.
These activities are grouped for funding purposes.

Staff costs
As at 30 April 2018, staff costs are over budget by $60,000.

Twelve months ago, a project was initiated to restructure the roster in an attempt to
simplify the rostering process to provide consistency and certainty of hours for the
staff and to reduce staff turnover. Crowe Horwath was engaged to trial and implement
specific rostering software and to develop a roster that was fit for purpose.

The roster added a floating staff unit for each shift to cover short notice absences
which are prevalent. It also factored in periodic staff meetings. Both of these initiatives
have had a financial impact.

Opening hours were reduced from 9.00pm to 8.00pm to assist with managing the new
costs. A further review of the Pool’s opening hours will be undertaken in the coming
months to ensure the opening hours are suitable.

In addition to these costs, the employment of a full-time swim coach part way through
the year had not been factored into this year’s budgets.



Electricity costs

The Council had been receiving regular complaints from customers about pool
temperature being too cold and numerous and regular alarms caused by the plant
operating incorrectly. The Council’s 3 Waters supervisor conducted an in-depth
assessment of the operations of the facilities plant. He found that was not running
according to its design specifications, resulting in the problems.

A reconfiguration of the plant has meant that it is now operating as was designed to
do. The electric boiler takes up the heating slack from the heat extracted from the
heat transfer system. The plant is now running in what is known as a “controlled state”
which is as per its design specification.

These changes have meant:

e Increased electricity costs of $37,000 due to the boiler operating as it is intended
to.

e Reduced complaints due to condensation in Ice Rink, from Ice Sports Southland.

e Reduced condensation in reception, meeting room and stadium.

e Reduced 3 Waters staff callouts.

e Reduced contractor (electrical) callouts.

e Delivery of designed Level of Service.

The Council shares the electricity meter for the pool plant with Ice Sport Southland.
While the Council’s share of the electricity is subject to the penny per the unit
agreement, Ice Sport Southland’s share of 25% is charged at market rates. While the
improvements to the plant operation benefit both parties, the Council has no
mechanism through the lease to charge Ice Sport Southland for the increased
electricity costs.

Maintenance and capital costs

Several situations have arisen during the last 10 months which have resulted in plant
and building failure which have required unscheduled replacement amounting to
about $79,000. Initially, these costs were recorded as maintenance costs. While this
showed an operational overspend, it was managed by halting the scheduled capital
programme which had a budget for the year of 90,000.

Following an in-depth review by the Accountant and the Parks and Reserves Manager,
many of these costs were found to be capital in nature and have been re-coded to the
capital budget.

So while these unexpected costs have improved and extended the life of the Pool
assets, the schedule asset replacements will be reprogrammed for subsequent
budgets.

Impact on 2018/19 budgets

At this point, we do not expect any negative impact on the 2018/19 budgets. Both the
electricity and employee costs budgets were increased during the 10 Year Plan
process. The reactive maintenance budgets were also increased.



However, the Council may wish to start a conversation with Ice Sport Southland about
the increased electricity costs.

RECOMMENDATION

THAT the report be received.



Appendix 1 — Cost of Service Statement — Gore Multisport Aquatic Centre

% of
Annual Annual
Current Current Budget
Actuals Budget Variance Budget Spent
Operating
Income
Rates (795,540) (795,140) 400 (954,160) 83%
User Charges (339,087) (313,550) 25,537 (376,282) 90%
Grants Subsidies Contributions (64,027) (57,160) 6,867 (68,584) 93%
Internal (16,250) (16,250) 0 (19,500) 83%
Other Revenues (64,237) (71,720) (8,269) (86,067) 75%
Income Total (1,279,141) (1,253,820) 24,535 (1,504,593) 85%
Expenditure
Contracts 57,322 62,390 5,068 74,857 77%
Depreciation 128,459 128,030 (429) 153,642 84%
Employee Costs 576,652 517,867 (58,785) 610,715 94%
Finance Costs 74,098 112,110 38,012 134,537 55%
Internal 213,893 213,890 (3) 256,673 83%
Materials (including electricity) 145,369 97,890 (47,479) 117,478 124%
Other Expenses 94,695 101,755 7,060 118,251 80%
Expenditure Total 1,290,488 1,233,932  (56,556) 1,466,153 88
Operating Total 11,348 (19,888) (32,021) (38,440) (32)
Capital
Income
Transfers from Reserves (128,459) (128,030) 429 (153,642) 84%
Income Total (128,459) (128,030) 429 (153,642) 84
Expenditure
Loan repayments 0 0 0 101,860 0%
Capital expenditure 88,693 75,150 (13,543) 90,222 98%
Expenditure Total 88,693 75,150 (13,543) 192,082 46
Capital Total (39,766) (52,880) (13,114) 38,440 (103)
Total (28,419) (72,768) (45,135) O 0




PROPOSED FEES AND CHARGES FOR 2018/19

(Memo from Chief Financial Officer — 30.05.18)

Attached is the schedule of proposed fees and charges for the year commencing 1 July
2018 for Councillor’s consideration. Amendments have been highlighted in yellow.

Not all fees are increased every year. Because many of the charges are small, applying
a strict percentage increase sometime results in bizarre fees like $4.83. It is more
convenient for customers that pricing follows round numbers like $4.50 or $5.00. This
also makes cash handling easier for the Council and the customer.

The Council’s Revenue and Financing Policy provides guidance as to the level of fee
funding for each activity.

The main changes are outlined below and highlighted in yellow in the attached
schedule of fees and charges:

a) Cemeteries

It has been well reported to the Council that the level of fee revenue in the activities
is usually less than is budgeted for. During the 10 Year Planning process, staff
conducted a survey of other council’s fee structures and found there was scope for
increasing many of the cemetery charges.

A table comparing the results of the survey is included in Appendix one for Councillors
reference.

b) Aquatic Centre

The aquatic centre admission fees were last increased six years ago and are due for an
increase. The Aquatic Centre staff have completed a survey of the fees charged at
other aquatic centres and have made recommendations accordingly. The results of
their survey is contained in Appendix two.

c) Libraries
The Libraries manager has recommended the Council cease charging overdue fines for
children and makes the following comments:

Overdue fines for children negatively impact on the freedom of the child to read.

Many parents prevent their child from borrowing when they have been fined for having
overdue books, even though it is usually either accidental or due to the parent being
unable to arrange a library visit or renewal. While the adult pays the fine, the child is
often reprimanded by their parent or carer in front of library staff, and this results in
the child becoming fearful of the library.



We can expect adults to understand overdue charges, but not young children.
Removing children’s fines will make the library more child-friendly and encourage
children’s reading, thereby further enabling a literate community.

The library will continue to charge replacement cost for a lost or damaged children’s
item. Although a reduction in fines revenue can be expected, the impact to the bottom
line is expected to be minimal, children’s fines being only one portion of the revenue
stream.

d) Water

The charges for a cubic meter of water have not been altered for three years. In that
time, the cost to provide and maintain water networks have risen by just over 6.5%.
This is measured by BERL Economics indices each year.

The staff recommend increasing these fees by this percentage and rounding the
charge to the nearest 5 cents.

There is no change to fees for water carriers at this point in time. However, this
practice is the subject of a staff review which includes a review of the fees. The results
of the review, including any change to fees, will be brought before Council in due
course.

e) Animal control

Few changes are proposed in the animal control activity. It is recommended a charge
out rate of $80 per hour is set to allow for charging third parties like NZTA, when
Animal control officers attend to stock wandering on state highways. Several other
charges are changed to align to the hourly rate.

f) Building control fees

Itis proposed that the fees in this department remain unchanged for the coming year.
A detailed review of building control fees in the Southland region is currently
underway with the aim of putting forward a common fee structure for all of Southland
in time for the 2019/20 financial year.

g) Rental

The Property Manager has recommended changes to several rental agreements that
were inconsistent with the majority of other leases. The weekly rental for Council
housing has not increased in over five years, and it is recommended it is adjusted.

h) Resource consents

The table of fees and charges does not include charges for resource consents. A
separate report will be furnished by the Principal Planner Consultant before 30 June
2018 to adopt the charges currently subject to consultation.



RECOMMENDATION

THAT the proposed fees and charges for the year commencing 1 July 2018 be
adopted.



Appendix one — Cemetery fees comparison
Appendix two - Aquatic fees comparison

Gore Central
Cemeteries 2017/18 Fees 2017/18 |2018/19 QlLbc Ashburton Otago Timaru Clutha | IccC Waitaki
Single/double burial plot 551 800 1200 795-1325 244-794 1000 1300 | 750-880 1045
Ashes Plot
Family —lawn 243 250 250 615 147-397 230 455 160-280 250
Interment Fees
Child up to 18-months-old, at single depth 95 95 85 465 308-467 550 50% off 500 255
Under 10 Under9 Under 2 Under 12 |Under 5 Baby
Single interment 610 840 | 875.50Sing/Depth 1190Single 824-978 1100 1060-1150] 840 1045
978.50 Doub/Depth +130 for double +335 extra depth
Single interment —ashes 85 175 290 260 308-414 240 188 125 250
Double interment —ashes 99 220 310 N/c N/c N/c N/c
Out of District fee 95 95 500 +30% on plot & intermentfee | N/c N/c N/c N/c N/c
Burial exhumation fee 1839 1840 1600 570 At cost N/a N/a 2300 N/a
Ashes exhumation fee 221 221 200 At cost N/a N/a N/a
Casket larger than standard 118 118 100 At cost N/a N/a N/a
Cemetery Maintenance Fees
Service fee 369 400 300 N/c N/c 310 N/c 565 N/c
(Payable for each burial)
Service fee (baby) 184 184 N/c N/c 160 N/c N/c
Service Fee (Ashes) 184 184 150 N/c N/c 160 N/c 225 N/c
Weekend and Public Holiday Fees
(Only applies to burials)
Saturday morning only extra fee (Plus normal fee) 243 275 278 130 Atcost | 10am-4pm 550 N/a N/a 455
Saturday afternoon (Plus normal fee) 418 450 330 670 At cost | After 4pm 1180.00 N/a 325 455
Public and Council holidays Closed | Closed Closed 670 At cost 1520 N/a N/a 455
After 4pm
Sundays Closed | Closed Closed 670 At cost 970-1520 N/a N/a 455
Other Fees
Fee for all monumental work (No fee for cleaning only) * 44 75 N/c N/c N/c N/c N/c 45 55

* New fee to be $75.00 with a $30.00 discount deductable if a digital photo of the monumental work is supplied to the Council.




Gore

Aquatic

Centre Recommended Lakes Moana
Per Entry 2016/17 2018/2019 Splash Palace | Leisure Molyneux | Waitaki | Pool
Adult (16 years and over) $4.50 $5.50 $6.20 $8.00 $6.00 $5.00 $6.50
Senior(60 years plus) $3.50 $4.50 $4.60 $4.50
Student (16 years and at school or SIT,
Uni ID maybe required $3.50 $4.50 $4.60
Child (5-15 years of age) $2.50 $3.50 $4.60 $4.00 $3.00 $3.00 | $3.00
Preschool (under 5 years) caregiver gets
in free must be in the water $2.50 $3.50 $4.60 N/C
Family Concession ( 2 Adults, 3 children) | $14.00 $18.00 $17.00 $13.20 $14.00
Toddler +adult N/A N/A N/A $6.00 $4.00
Spectator $1.00 Status quo
Shower $3.00 $4.00
School charges - per child (5-15 years of
age) $2.00 $3.00
School charges - per student (16 years
plus) $3.00 $S4.00

extra
$4.50 on

Aqua - Adult $6.00 $7.00 $8.50 entry $7.20
Aqua - Senior $5.00 $6.00 $8.50
Swim/skate combos - adult $14.00 $15.00
Swim/skate combos - student $10.00 $11.00
Community card holder aqua N/A N/A $5.70
Gold card and student N/A N/A $5.00
Community Service Card N/A N/A $5.00 $4.00 $4.00




Gore

Aquatic
Centre Recommended Lakes Moana
Per Entry 2016/17 2018/2019 Splash Palace | Leisure Molyneux | Waitaki | Pool
Concessions Cards
10 swim - Adult $40.50 $49.50 $52.70 $65.00 $45.00
10 swim - Senior $31.50 $40.50 $39.10 $40.00
10 swim - Student $31.50 $40.50 $39.10
10 swim - Child/Preschool $22.50 $31.50 $39.10 $25.00 $27.00
Community Card holder 10 swim N/A N/A N/A N/A N/A $36.00
25 swim - family (2 adults,3 children) N/A $450.00 N/A N/A N/A N/A
25 swim - Adult $96.00 $116.90 $124.00
25 swim - Senior S$74.50 $95.60 $92.00
25 swim - Student $74.50 $95.60 $92.00
25 swim - Child/Preschool $53.50 $74.50 $92.00
50 swim - Adult $180.00 $220.00 $232.50
50 swim - Senior $140.00 $180.00 $172.50
50 swim - Student N/A $180.00 $172.50
50 swim - Child/Preschool S100 $140.00 $172.50
100 swims- child/student/senior N/A N/A $322.00
100 swims- Adult N/A N/A $434.00
Aqua- Adult 10 class S54.00 $63.00 $76.00 $64.50
Aqua- Senior 10 class $45.00 $54.00 $76.00
Aqua- Adult 25 Class $127.50 $149.00 N/A
Aqua- Senior 25 class $106.30 $127.50 N/A
12 month memberships
Adult $450.00 $550.00 $465.00 $399.00




Gore

Aquatic
Centre Recommended Lakes Moana

Per Entry 2016/17 2018/2019 Splash Palace | Leisure Molyneux | Waitaki | Pool
Senior $350.00 $450.00 $345.00 $209.00
Student $350.00 $450.00 $345.00
Child/Preschool $250.00 $350.00 $345.00 $179.00
6 month membership
Adult N/A N/A $261.60 $270.00
Senior N/A N/A $194.10 $129.00
Student N/A N/A $194.10
Child/Preschool N/A N/A $194.10 $109.00
3 month membership
Adult N/A N/A $145.30 $169.00 $157.00
Senior N/A N/A $107.80 $79.00
Student N/A N/A $107.80
Child/Preschool N/A N/A $107.80 $59.00 $85.00
Community card holder N/A N/A $121.00

Lane hire per

lane plus pool

entry per
Lane hire person

$6.00 plus
Off peak P/H/P/L $6.00 P/E/P/L $9.50 $19.00
On Peak P/H/P/L $16.00 $16.00 P/E/P/L | $20 $19.00

Resouce and Equipment hire




Gore

Aquatic
Centre Recommended Lakes Moana
Per Entry 2016/17 2018/2019 Splash Palace | Leisure Molyneux | Waitaki | Pool
Group Instructor
/Resource/cancelation fee per hour per
resource $37.50 $42.00 $38.00 $33.40
Cancelation fee - admin - no resource $10.00
Inflatable hire per hour per inflatable taking up
(75 min) $37.50 $45.00 four lanes $32.40
Meeting Room Hire per hour(plus 30
min cleanup) $20.00 $20.00
$1 plus S4
Goggle hire bond Status quo
$4 plus $6
Towel hire bond Status quo
S4 plus S6
Tog hire bond Status quo
S3 plus S4
Flipper hire bond S4 plus S6 bond
S3 plus S4
Snorkel and Mask hire bond S4 plus $6 bond
Pool hire $127.50
Complex hire - Aquatic p/h mini 3 hr Remove this
booking $200 option
Third Leisure pool p/h plus pool entry
per person $80 S16




Gore

Aquatic

Centre Recommended Lakes Moana
Per Entry 2016/17 2018/2019 Splash Palace | Leisure Molyneux | Waitaki | Pool
Main pool hire p/h - swimming sports/
swim meets only $125.00 $150.00
Exclusive Spa pool hire per 30 mins plus
entry per person $10.00 Status quo
Hot and Cold recovery
Set up per team plus pool entry $10.00
Discount pool entry - Adult $5.00
Discount pool entry - Student $4.00
Discount pool entry - child $3.00

Term(10 Term(10 Term(10
Swim School week) Term(10 week) | week) week)
Baby to school age $85.00 $95.00 $105.00 $105.00 $85.00
Baby class - x8 30 min N/A $74.00
Preschool N/A $87.50 $87.50
School age N/A $100.00 $100.00
45 minute classes $105.00 $107.00 $107.00
1 hour classes N/A $112.00 $112.00

Remove this

Adult - x8 30min $80.00 option $103.00 $85.00
Adult lessons x 5 N/A $55.00
School Holidays
x5 30min $42.50 $47.50 $47.50 $52.50 $42.50
X5 45 min N/A $65.00




Gore

Aquatic
Centre Recommended Lakes Moana
Per Entry 2016/17 2018/2019 Splash Palace | Leisure Molyneux | Waitaki | Pool
Privates
15 min $20 S21
20 min N/A N/A $31.00
30 min S40 Remove S30 S30
Adult N/A S45 S45
X520 min N/A $135.00
x 530 min $155.00
x 8 30 min S80 Remove
Disability lesson -30 mins $20.00




