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Recommendations
Having undertaken a review of the public submissions to the Southland Regional Development
Agency proposal, the Southland Regional Development Agency Consultation Joint Committee
appointed by the councils to lead the community consultation process in relation to the
proposal to form the SRDA has concluded its work. It has two recommendations for the
consideration of the parent councils.
The panel recommends to Environment Southland, Invercargill City Council, Southland District
Council and Gore District Council that:
They proceed with the formation, in accordance with the provisions of the Companies Act
1993 and Local Government Act 2002, of the Southland Regional Development Agency as a
limited liability company and council-controlled organisation.
o

“The four Councils agree to development of the SRDA being advanced in general accord
with each of the 38 propositions detailed below but in doing so note that there will need
to be changes made as the establishment of the new Agency progresses.”

The Chief Executives group of the Southland local authorities recommends that:
o

“The four councils note the overview transition schedule detailed below and give
authority for the process to commence in accordance with that timetable.”

o

That the Chief Executives group, facilitated by the Chief Executive of Environment
Southland, be given authority to proceed with the development of the constitutional
documents and other work needed to proceed with the formation of the SRDA in
accordance with the 38 propositions attached.
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This Paper
Contained in this paper is the following:
o

The recommendations (above) from the Southland Regional Development Agency

o

Consultation Joint Committee
Thirty eight propositions and brief descriptions supporting them

o

An overview transition schedule through to implementation

Introduction
This paper sets out, in a series of propositions, the findings of the Joint Committee in relation to
the proposal to form, as a limited liability company under the Companies Act 1993 a Southland
Regional Development Agency (SRDA) which will also be a Council Controlled Organisation
(CCO). These findings are referred respectfully to the four councils of Southland for their
consideration as they make decisions in relation to the formation of the SRDA.
The panel has met three times and has worked through the propositions in detail. It has limited
its focus to the brief which is structural arrangements for regional development rather the
actions and policies of the delivery of regional development services.

Key Principles


Proposition 1: “That the following guiding principles are adopted and used to guide
development and operation of the SRDA.”
o Reach - whole-of-region
o Funding - broad as possible funding base
o Integrated – councils, business, community
o Regional development – economic and community
o Arms-length – greater freedom to act
o Iwi – close relationship with iwi
o Ambition – addressing challenging goals
o Council facilitation – councils are the backbone

Funding


Proposition 2: “That the four councils of Southland provide core funding to the SRDA.”
o The councils are referred to as Type A shareholders (definition provided further
through this document) and as such are responsible for covering the core
overheads of the SRDA on a population basis.
o That a clear definition of these core costs is developed and include
management support overheads and overhead salaries which totalled
approximately $1.6m in the 2017/18 Venture budget.



Proposition 3: “That the SRDA is focused on increasing non-council funding.”
o A key driver for the SRDA proposal is to increase and diversify the funding
sources for regional development.
o While the councils would provide core or foundation funding, contributions are
expected from central government, business and the community sectors.
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o

An objective is to gradually increase the proportion of non-council funding into
regional development.



Proposition 4: “That all funding over and above core funding operates on a contract
funding model.”
o This includes all operational funding.
o The nature of “contracts” may vary and could be SLAs, MOUs, or whatever suits
the particular situation.



Proposition 5: “That the sources of contract funding will be diverse.”
o They could include: additional council funding, and also central government,
industry, trusts and earned revenue.
o Contracts would commonly be negotiated on a minimum of three-year cycle to
ensure certainty and continuity.

Proposal


Proposition 6: “That a Southland Regional Development Agency (SRDA) is formed”.



Proposition 7: “That the SRDA incorporates the current Venture Southland.”
o This involves the transfer of staff along with the assets and liabilities of Venture
Southland to the SRDA.
o A number of these are currently owned by either Invercargill City Council,
Southland District Council or the Venture Southland Trust and subsidiary
companies.



Proposition 8: “That the SRDA adopts the name of Venture Southland”.
o This assumes there are no legal impediments with doing so.
o Any change of name, if contemplated, would be a matter for the new board
and shareholders.



Proposition 9: “That the SRDA is established as a CCO as specified under the Local
Government Act 2002 and registered as a limited liability company, under the
Companies Act 1993.”
o It may be that the current Trust structure of Venture can be continued as a
conduit for donor funding that will not fund a limited liability company.



Proposition 10: “That the SRDA is majority owned by the four councils of Southland.”
o The councils would be known as Type A shareholders.



Proposition 11: “That the SRDA has “community” (non-council) shareholders who are
minority shareholders.”
o These shareholders will be known as Type B shareholders.



Proposition 12: “That the Chair of the Mayoral Forum advance discussions with Ngai
Tahu to determine how they might best be involved. ”
o An approach should be made to Ngai Tahu by the Mayoral Forum to determine
how it can best be involved.
o The exact form of that association has yet to emerge and is expected to do so
during the establishment phase of the SRDA.



Proposition 13: “That as a company the SRDA has the power to establish subsidiaries
and undertake relevant commercial activity.”
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o
o

This power will be subject to any relevant legislative and/or constitutional
requirements.
It is expected that the limited liability nature of the entity would protect the
shareholder organisations from financial risk.

Shareholding


Proposition 14: “That the capital structure of the SRDA is $12,000.”
o 75% - the four councils (Type A)
o 25% - community organisations (Type B)
o This means that the four councils would have equal shares of 19% (18.75% to be
exact)



Proposition 15: “That the community organisations who have indicated their interest
should become Type B shareholders.”
o These include - SIT, CTOS, ILT, MLT, Chamber of Commerce
o That the level of interest and proposed shareholding arrangement be discussed
and formally agreed with the proposed community shareholders.



Proposition 16: “That a shareholders’ agreement is drafted and agreed by all
shareholders (Types A & B) as a method of confirming the shareholder status of all
parties.”



Proposition 17: “That all shareholders enter the SRDA on the understanding that they
will actively facilitate, as best they can, the increased resourcing of the SRDA.”
o This would mean that they assist with seeking funding contributions from
other sources



Proposition 18: “That the shareholders, once properly constituted, form a Joint
Shareholder Committee (JSC) to oversee appointment of the board and approval of a
Statement of Intent.”
o The members of the JSC are each appointed by their respective shareholders.
o The delegation arrangement between each shareholder and its JSC member is
a matter for each shareholder.
o The total membership of the JSC is determined by the shareholders, but for the
purposes of negotiating the shareholders agreement each would select one
representative.
o It is envisaged that these would be senior office-holders given the gravity of
the role.
o If a vote was held on the JSC then it would be on the basis of shareholding.

Associates


Proposition 19: “That a category of partnership with the SRDA is created – called
Associates – to recognise commercial entities that might be involved in contract
funding associated with the SRDA.”
o These organisations would be termed associates.
o These organisations could be involved as co-funders or could be involved in
subsidiaries.
o Contracted suppliers or deliverers would not normally be regarded as
associates.

Governance
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Proposition 20: “That a skill-based board of seven members from public nomination
would be the directors of the SRDA.”



Proposition 21: “That the board is appointed by the shareholders.”



Proposition 22: “That the process of appointment could be undertaken by an
appointments panel, itself appointed by the Joint Committee of Shareholders.”



Proposition 23: “That the final decision on the make-up of the board membership
would be decided by the Joint Committee of Shareholders.”



Proposition 24: “That a skills register is used for appointment.” The skills register would
be as follows:
o
o
o
o
o
o
o
o

Private sector governance experience
Local government sector governance experience
Experience with economic development agencies or organisations
Knowledge of contemporary technology industries and practice
Experience of organisation development and design
Knowledge of tourism development and destination management
Connection with iwi
Community development experience



Proposition 25: “That Central Government could appoint a non-voting observer.”
Central Government could nominate an observer. Such a nomination would require
confirmation by the shareholders.



Proposition 26: “That the decisions of the board would generally be by consensus but if
a vote was required, a simple majority would carry the decision.”
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Statement of Intent


Proposition 27: “That a “Letter of Expectation” is sent from the Mayoral Forum on
behalf of the councils of Southland to the JSC and board of the SRDA.”
o This is the first step in the preparation or refresh of the Statement of Intent.
o It is intended as a leadership statement on behalf of the region.



Proposition 28: “That the Board, together with the CEO and Joint Shareholders
Committee, takes the initiative in the preparation of the SOI.”
o The respective roles of the JSC, the Board and the CEO in the preparation of the
SOI is expected to evolve with experience. A close collaborative relationship
between these three parties is regarded as the most productive approach.
o The SOI would receive a major review every three years along the lines of the
SoRDS strategy exercise done in the last two years. The timing of this review
should also link with the three yearly review of Council Long Term Plans. In the
intervening years it will be refreshed and updated as required.
o At all times the SOI will have at least a three-year horizon, or longer.

Conflict of Interest


Proposition 29: “That a Conflicts of Interest Policy be created for shareholders.”

Staff


Proposition 30: “That the current council employers of Venture Southland staff (ICC and
SDC) will manage the proposed transition of staff to the new entity in accordance with
legal requirements including their employment agreements.”



Proposition 31: “That, in principle, this transition involves staff retaining their current
terms and conditions.”

Operations


Proposition 32: “That the operational areas of regional economic development,
business sector support and incentives, community development and regional events
are all part of the SRDA’s brief.”
o This work will fall into the “contract” portion of the work of the SRDA
o Generally, the SRDA will be responsible for regional-level activities, but from
time to time councils may delegate local functions to the SRDA. Such
arrangements would be made between the SRDA board and the particular
council.



Proposition 33: “That these areas include the following activities.”


Regional economic development
o Skills and training – pre-skill; re-skill; on-the-job
o Business enhancement and efficiency – Lean; Better by Design
o Shared spaces, incubators
o Investment – angels, venture capital
o Enterprise development and extension – SME development
o Innovation
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Business sector support and incentives
o
o

Support to particular sectors such as tourism, food, agriculture and
aquaculture
Development of regional facilities such as space science



Community development
o Support for key regional initiatives and programmes such as
regional warm houses and welcoming communities
o Support for arts, culture and heritage ventures in association with
existing governance arrangements in these areas



Regional events
o Regional scale events and promotions

Industry focus


Proposition 34: “That the management of tourism in the region is considered by the
incoming board as a matter of priority.”
Consideration should be given to:
o The individuality of the tourism sub-regions meaning that their integrity needs
to be preserved. Even if they become part of the SRDA, their integrity should
be preserved.
o The priorities as reflected in the SORDS Action Plan and Letter of Expectation
as provided by the Mayoral Forum.



Proposition 35: “That the economic development operation of the SRDA is considered
by the incoming board as a matter of priority.”
Consideration to be given to:
o A more strongly business-based economic development approach.
o Measures to involve local business in leadership of economic development,
not just as advisors.
o The priorities as reflected in the SORDS Action Plan and Letter of Expectation
provided by the Mayoral Forum.

Transition


Proposition 36: “That a number of target dates are established for the transition to the
SRDA as targets to expedite progress and the completion of the transition.”
By 1 July 2018 the following completions would be achieved:
o The relationship with Ngai Tahu would be finalised.
o The Joint Shareholders Committee is established.
o The Shareholders Agreement is completed.
o The Board appointment process is well advanced.
o The Letter of Expectation is completed for 2018/19.
By 1 November 2018 the following additional completions would be achieved:
o The Board would be appointed and in place.
o The legal entity of the SRDA would be completed and registered.
o The Statement of Intent would be in place.
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By 1 February 2019 the following additional completions would be achieved:
o The formal transition would be completed.
o The Board would take over full operation of the organisation.
o All staff would be transitioned..
o All the legal and financial considerations associated with transition would have
been resolved.


Proposition 37: That immediately following the completion of the transition, the Board
would focus on tourism and economic development arrangements.”
o Resolution of tourism arrangements – as outlined in this document above
o Resolution of economic development arrangements – as outlined in this
document above.



Proposition 38: “That once the councils have agreed the approach outlined in these
propositions and the transition timetable is confirmed, they also need to agree on a
process for exiting the current Venture Southland Agreement and transferring the
current Venture Southland assets, liabilities and commitments to the SRDA.”
o SDC and GDC have already given notice under this Agreement with the 18month period expiring on 1 February 2019. As a result, there is an alignment
between the proposed timetable for formation of the SRDA and exit from the
existing Agreement.
o There will be a need for a due diligence process to identify the existing assets,
liabilities and contractual commitments that Venture Southland has and
determine how these might be transferred into the SRDA. This process will
require agreement between SDC, GDC, ICC the Venture Southland Trust and
existing subsidiary companies.

Transition Detail
This section takes the high-level transition outline in Proposition 36 and adds a greater level of
detail to help the councils and ultimately all shareholders to assess what might be involved in
the transition and at what stage.

By 1 May 2018:


Negotiation of association with Ngai Tahu
o Discussions would be undertaken with Ngai Tahu in a similar manner to those
with the shareholders.
o A formula for the arrangement would be developed and incorporated into the
model of the company.

By 1 July 2018:


Notification
o ICC would give formal notice of its intent to exit the current Venture Southland
Agreement and enter discussions with GDC, ES and SDC about the creation of
the SRDA.
o Ideally these would focus on 1 February 2019.



Appointment of shareholders
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o

Discussions are held with each prospective shareholder to ascertain their
interest and expectations, especially the community shareholders who have not
been as closely involved in the background work as the councils.



Informal establishment of the Joint Shareholders Committee
o The primary task of this informal committee is to facilitate the preparation of
the Shareholders’ Agreement.
o The Shareholders’ Agreement would then be drafted and taken to each of the
shareholders for consideration and ratification.
o A legal peer review process would be required.
o Any difficulties in the Shareholders’ Agreement would be ironed out.
o It is envisaged the council CEOs would assist the JSC with this development
work. This CEO group would include the CEO of Venture.



Establishment of the board
o The Board appointment process would be set in motion.
o Public advertising for board positions would be undertaken.
o A board appointment sub-committee would be appointed.
o It is not expected that all appointments would be completed by 1 July 2018, but
soon after.



Letter of Expectation
o The process through which a Letter of Expectation is decided by the
shareholders.
o It is expected that it would emerge from a joint discussion between the council
shareholders and would be delivered by the Mayoral Forum on behalf of the
region.



Organisation transition
o The Joint Shareholders Committee would have interim authority from its
parent organisations to proceed with the transition until the shareholders’
Agreement is in place.
o An organisation transition plan would be developed under the supervision of
the Joint Shareholder Committee as an interim measure.
o The draft plan would be forwarded to the incoming board to oversee its
implementation through the chief Executive. Implementation would take place
in the next transition period.
o The transition plan would cover off:
 Staff transition
 Transition of funding arrangements – decisions about core and
contracted funding
 Contracts developed as required, with funding commitments for
current projects
 Transition of financial management including banking arrangements
 Entity transition such as trust arrangements
 Transition of legal agreements and arrangements.

By 1 November 2018


Legal entity
o The legal entity of the SRDA would be completed and registered.
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o



Board
o
o
o

The entity would be in a position to gradually begin operating as per the
transition plan.

The Board would be appointed and in place.
Orientation would be undertaken.
The board would takeover operation of both the new entity and the old entity
and a phase-out arrangement would be made with the current Venture Board.



Organisation Transition
o The board would review the transition plan and endorse it to proceed having
made any changes it sees fit and squared these off with the JSC.
o In particular, it would review responsibilities and delegations, banking
arrangements and relevant matters.



Statement of Intent
o The first Statement of Intent would be drafted under the supervision of the
SRDA Board in association with the JSC.
o The SOI would be completed by 1 February 2019.

By 1 February 2019


Completions:
o The formal transition would be completed.
o The Board would take over full operation of the organisation.
o All staff would be transitioned.
o All the legal and financial considerations associated with transition would have
been resolved.
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