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CREATIVE SOUNDS - THE STOMACH
DELEGATION TO PNCC
1.

Reason for Report
To present Councillors with information about the historical and current
performance of the Council funded organisation, Creative Sounds - The Stomach,
and the longstanding relationship between the two organisations.

2.

Background
The Chair of the Arts, Culture and Heritage Committee attended the Society’s AGM
in September 2017 and expressed interest in the activities of the organisation, with
specific interest in the Treasurer’s report. An invitation was extended to the
Management Committee to make a delegation to the Arts, Culture and Heritage
Committee to provide members with more information on the purpose of the
Society, the history and relationship with the PNCC, and the financial circumstances
of the Society – which have been seriously constrained over recent years.
During 2018 the Society will reach the milestone of 30 years of operation. This is a
momentous achievement for any small community organisation. That a community
organisation has been operating in the contemporary music scene for such a time is,
of itself, something to be celebrated. That the Society has thrived through so many
setbacks is nothing short of a miracle. Plans are being developed to celebrate this
milestone later this year, and this delegation also affords an opportunity to invite
the PNCC to consider how it may celebrate its special relationship with Creative
Sounds – which has endured through this period.

3.

History and Organisational Focus
Creative Sounds Society was established in 1988 in collaboration with the
Palmerston North City Council to make use of the Unemployed Workers Rights
centre. The Society was formed to find positive means through which individual selfesteem and community cultural development could be enabled, during a troubled
time in Palmerston North’s history. This remains at the heart of the Society’s
purpose, with music the medium through which self-esteem and community cultural
development is fostered.
In much of the Society’s 30-year history, creativity and self-expression has been
fostered through a focus on original and ‘alternative’ music. The primary reason for
this is:

•
•
•

•

The opportunity to develop a uniquely local voice through self-expression;
The opportunity for empowerment of those who may otherwise be
disenfranchised as being outside the mainstream;
Other forms of music are already served through other means, some
examples are: The Jazz Society, the Savage Club, various church groups,
Manawatū Scottish Society, Manawatū Youth Orchestra;
Covers bands are more likely to be offered paid/ regular shows in licensed
venues.

When the Society marked its 25th anniversary, an article was commissioned for the
New Zealand Musician magazine. A copy of this article is attached as Appendix One,
and provides an informative background to the organisation and its cultural impact.
Membership of the Society is open to interested individuals through an application
process. The Society currently has in excess of 250 voting members. A Management
Committee is appointed annually to provide governance to the Society and to
appoint and supervise staff. The Society currently has two staff, a manager and a
sound engineer, who operate from the premises known as The Stomach.
4.

Strategy and Performance
As part of its governance oversight, the Management Committee approves a
Strategic Plan from time to time; the most recent iteration was approved in 2015 and
prioritises:
•
•
•
•
•

Presence and status in the community
Live performance and collaboration
Education and outreach
Service provision
Networking and collaboration

Achievement of the strategic plan is outlined in both the annual Statement of
Performance and the Convenor’s report to the Society. The strategic plan also forms
the basis of the Fee for Service negotiated with the PNCC, and performance against
this funding agreement is reported to Council officers on a six monthly basis.
A brief summary of activities during 2017 includes:
hosting and promoting over 25 all ages shows
providing 16 workshops & demos
broadcasting 10 Live To Airs on Radio Control 99.4FM
providing over 2500 hours of rehearsal and teaching spaces
recording, editing, mixing & mastering over 1600 hours of studio time
securing over $77,000 of capital funding for new equipment
purchase of the live venue PA system (a long-held aspiration of the
Management Committee)
• applying for and securing over $90,000 for operational and project activities
• maintaining all services at an accessible price.

•
•
•
•
•
•
•
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At an operational level, The Stomach has formed a relationship with the Massey
University Students’ Association and Radio Control 99.4FM, to provide a series of
concerts under an agreement with the PNCC. The first two of these have already
been successfully delivered (at The Esplanade and Memorial Park in January 2018),
with two more to be delivered during February 2018 (at Monrad Park and on the
Massey Oval). A separate performance report will be forwarded to Council officers
in due course in accordance with the terms of this agreement.
5.

Funding/ Resourcing
Any aspirations of the Society are enabled or limited by the resourcing available to
the Society. Most grants come with terms attached. The bulk of the Society’s
funding comes from the Palmerston North City Council under a performance
contract. This contract specifies what activities the PNCC will fund, and while the
Society is free to provide services beyond the contract, it can only do so with the
funds that do not have such conditions, such as the revenue it generates from
operations.
Details of the current financial performance are provided in the Treasurer’s report to
members at the 2017 AGM. This report is appended as Appendix Two, along with
the audited financial accounts to June 2017.
Part of this report outlines the historical funding relationship with the PNCC. When
the Society was created in 1988, the PNCC was the employer of the two staff and
operations were funded by the City Council under the guidance of the Management
Committee. Over time, service provision deteriorated and the PNCC found that it
could not meet the needs of the community in a responsive manner. Accordingly
the relationship with the Management Committee moved to a bulk funding model
and has operated in that manner since.
It is understandable that any publicly accountable organisation like the PNCC would
seek to reduce the reliance of any community group on public funds, and such
intentions have been expressed by elected representatives from time to time.
However, we do not believe that Councillors have been made aware of the full
extent of the reduction of Council support over the past 30 years nor the
implications for the Society of this.
Details of this reduction are outlined in the Treasurer’s report and will not be
repeated here, but the realities of the diminished funding support has significant
implications for the operations of the Society, for its ability to deliver core services,
and for its ability to grow to meet community need.

6.

The Future
Feedback provided to the Council as part of the Arts Strategy consultation, which
Creative Sounds participated in indicated that the community perception is that
professional arts are prioritised over participative arts and that the creativity of this
community may not be sufficiently recognised nor valued by the Council.
The Management Committee of Creative Sounds would welcome the opportunity to
work alongside the City Council to challenge this perception and ensure that the
participative arts in Palmerston North are enabled to thrive and meet their full
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potential. During its 30 years of operation, the Society has strengthened the
community of Palmerston North by providing a safe forum for young people to
extend themselves through community mentorship, by fostering creativity and selfexpression, by providing opportunities to community members to develop arts
administration, event organisation, and governance skills in a supportive
environment.
The Management Committee and staff of The Stomach have strived to foster good
citizenship through the conversion of community members from passive consumers
to active participants through the democratisation of information and opportunity.
Thank you for the opportunity to make this delegation,

Lauren Annear Henderson
Convenor
Creative Sounds Society
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TREASURER’S REPORT 2017
1.

2016/2017 FINANCIAL RESULT
On many levels the 2016/2017 financial year has been one of the best in Creative Sounds
29 years, particularly with regard to trading revenues with both rehearsal and studio
usage the highest ever. However, the raw financial results a require a level of analysis to
reveal the long term issues that require addressing to achieve financial sustainability.
1.1 Income
This financial year the Society received some $142,000 of revenue, comprising:
•
Operating grant of $75,000 from our major funders the Palmerston North
City Council (PNCC). The Management Committee is very grateful for the ongoing
support from the PNCC since the inception of The Stomach. Members will recall that
the PNCC moved to a bulk funding arrangement with the Management Committee in
2000, prior to which the two staff were employees of the City Council. The funding
level at that time has remained unchanged, yet wages in New Zealand have
increased 69% over this period1. This represents a 40% erosion in real funding from
the PNCC over the 17 years since we transferred to a bulk funding model.
Figure One: PNCC Operating Grant
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•
Trading revenue has peaked this year at $16,500 for studio recording, and
$11,500 for rehearsal facilities. This reflects a fantastic level of service delivery to
members and users, and evidences the ongoing need for the organisation’s services.
1

Reserve Bank CPI calculator (wages), Q1 2000 to Q2 2017 = $1: $1.69
www.rbnz.govt.nz
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Members should be heartened that the potential of the facilities is being realised,
and that the performance of last year was a blip in the Society’s service provision.
However, the current year levels reflect long hours put in by staff who are also
servicing a range of events and engagement activities, and this is unlikely to be
sustainable over the long term.
Figure Two: Trading Revenue since opening of new facility
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•
Capital grants of $22,000 were received this year, including $20,000 from
the Department of Internal Affairs that enabled the Management Committee to
realise a longheld aspiration to own a venue PA. The PA purchase will reduce the
cost of running gigs enabling a range of events to be run, without significant financial
outlay.
To be financially sustainable, the Society needs to attract further operating grants.
Previously, the Society has benefitted from a significant operating grant from the
Department of Internal Affairs (DIA). However, due to allegations made against the
Management Committee by a small number of Society members, the DIA have not
awarded a further operating grant. Now that these allegations have been proven
unfounded, the Management Committee is hopeful that further applications to the DIA
will be successful.
1.2 Expenditure
There are three primary areas of expenditure: operating costs, salaries, and depreciation.
•

•

Operating expenditure has remained remarkably stable at The Stomach over the
years, reflecting the low cost, DIY ethos of the organisation, and the generous
donations of volunteers to undertaking tasks, such as maintaining the gardens,
supporting gigs, preparing the accounts, annual deep clean, and repairing
furniture and fittings.
Fluctuations in expenditure over the years are primarily due to staffing levels, and
this year is no different. This financial year includes a three month period where
the Management Committee was undertaking the manager role on a voluntary
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basis, following the departure of the former manager. This has resulted in a oneoff saving in salaries.
Figure Three: Trading Expenditure since opening of new facility
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•

Depreciation is a non-cash expenditure item and reflects the deterioration in
value of assets over time. Given the Society can attract grants to replace assets,
there is no requirement to fund depreciation and establish a cash reserve. The
depreciation total of $58,500 is inflated by the depreciation on the building
improvements undertaken in 2009. There are two more years before this asset is
fully depreciated.

1.3 Overall Result
The overall result for the 2016/2017 financial year before depreciation is $30,000, of
which $22,000 is reserved for capital purchases and $2000 for the 2017 Swampfest. This
means The Stomach generated a net operating surplus of around $6,000 which is solely
due to the three months salary savings when The Stomach was without a manager.
This breakeven result has allowed The Stomach to maintain its cash reserves, including
$50,000 held in a term deposit. The purpose of these reserves is specifically to ensure
that CSSI has an emergency fund equivalent to six months operating cost, should current
operational funding be lost. Note that the timing of asset purchases and PAYE has
inflated the cash on hand at year end.

2.

FINANCIAL PROJECTIONS
The Society is the fortunate recipient of a $41,000 grant from the Central Energy Trust for
the refit of the recording studio. While this grant was awarded in the 2016/2017 financial
year, it will be paid over during the next financial year at the time the expenditure is
incurred. The low funding levels held by the Society will require careful attention to the
cashflow of the organisation to ensure the timing of receipts and payments is carefully
coordinated. We are grateful to the CET for their willingness to pay on invoice.
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The refit of the studio will take some weeks and accordingly the studio facilities will be
closed during this period resulting in an inevitable fall in trading revenue.
With two fulltime staff, expenditure in the 2017/2018 financial year is predicted to return
to normal levels, which will require a boost in operating funding to accommodate.
Diversifying funding streams is important for all community organisations, but there are
limited grant options available, and a trade off in terms of effort and return.
We are hopeful the DIA will consider operating funding, as this widens the catchment
area that The Stomach can service at community rates. Should the Society be restricted
to Palmerston North only funding, the Management Committee will need to consider the
introduction of a tiered structure for service charges with higher rates applying to users
outside the PNCC catchment area.
The Management Committee is considering the merits of approaching members and
supporters for donations. As the Society has donee status, this will result in a tax rebate
for donors; however, there is a servicing cost associated with that for the organisation.
Should The Stomach not receive an increase in operating funding for the 2017/ 2018
financial year, the Management Committee will need to dip into cash reserves to meet
operating costs. This is unlikely to be sustainable beyond the next financial year.
The Stomach, in collaboration with MUSA and Radio Control, has been successful in
securing a contract for summer concerts in 2018 and 2019. This will be operated as a
single project between the three organisations and is budgeted to be cost neutral. It is
likely that the net result only, will be recognised in the Society’s accounts and that no
cashflow implications will arise.

3.

FUNIDING TARGETS
At a strategy meeting earlier this year, the Management Committee identified two major
projects which will require funding prior to commencement:
3.1 Outreach & Engagement
A third staff member has been a longheld aim of the Management Committee and this
year saw that aim validated and reconfirmed. A third staff member would enable greater
outreach, ultimately extending the reach of the Society beyond the venue.
Over the 2016/2017 year The Stomach has undertaken a proof of concept, extending
activities into other venues through collaborations with Snails gallery and Te Manawa,
and through engagement with various schools, culminating in workshops at The Stomach.
With services currently limited by the number of staff hours and the physical limitations
of the venue, an outreach function is imperative to meet the level of community demand.
Once the Management Committee has restored operational funding for the current level
of service, securing funding for outreach will be the next priority.
3.2 Outreach Resources
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An outreach function will require means of transport to take Stomach resources to the
community, and ideally would be supported with a range of portable music and recording
equipment – potentially including a second PA. While the outreach function is the
primary need, these resources will mean the Society can have a greater impact. This will
form a phase two priority for funding.

4.

COMMENTS FROM THE TREASURER
This is my second year as Treasurer and the eighth set of accounts I have prepared for the
Society. I sincerely thank the members for the trust they have placed in me over these
years. It is an honour to work with an organisation which is so responsible with
members’ assets and so mindful of maximising the value from the public funds we are
entrusted with.
This responsibility and accountability is demonstrated by the Management Committee,
the staff, volunteers, members, and users, who all contribute to the care of the facilities
and resources, who collaborate to keep expenditure low, and who donate time and
resources to support the governance functions and activities of the organisation.
Despite my obvious concerns about the erosion of financial support in real terms, and the
urgent need for additional operating funding, I am full of hope for the future of this
organisation and confident that it is in good heart. In nearly 30 years of service, we have
survived and thrived in the face of many challenges.
Both I and my fellow Management Committee members would like to acknowledge our
staff, Nigel Mauchline and Harry Lilley, and the significant contribution they have made to
the financial sustainability of the organisation. We would also like to acknowledge the
ongoing support from The Stomach community, including: fellow musicians and artists,
Society members, facility users, suppliers, funders, volunteers, and fellow community
groups.
We are privileged to walk alongside our user community as they grow in confidence
through the nurturing of their interests and talent, and we are rewarded with a rich
diversity of original music and creativity, which this region should be rightfully proud of.

Meredith MacKenzie
Treasurer and Management Committee member
Creative Sounds Society Incorporated
20 August 2017

