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FINANCE & AUDIT COMMITTEE MEETING

27 October 2021

ORDER OF BUSINESS

1. Apologies

2. Notification of Additional ltems

Pursuant to Sections 46A(7) and 46A(7A) of the Local Government
Official Information and Meetings Act 1987, to receive the
Chairperson’s explanation that specified item(s), which do not
appear on the Agenda of this meeting and/or the meeting to be
held with the public excluded, will be discussed.

Any additions in accordance with Section 46A(7) must be
approved by resolution with an explanation as fo why they cannot
be delayed unfil a future meeting.

Any additions in accordance with Section 46A(7A) may be
received or referred to a subsequent meeting for further discussion.
No resolution, decision or recommendation can be made in
respect of a minor item.

3. Declarations of Interest (if any)

Members are reminded of their duty to give a general nofice of
any interest of items to be considered on this agenda and the
need to declare these interests.

4. Public Comment

To receive comments from members of the public on matters
specified on this Agenda or, if time permits, on other Committee
matters.

Page | 3



10.

PALMY.

PAPAIOEA
PALMERSTON
NORTH

(=10

(NOTE: If the Committee wishes to consider or discuss any issue
raised that is not specified on the Agenda, other than to
receive the comment made or refer it to the Chief
Executive, then a resolution will need to be made in
accordance with clause 2 above.)

Confirmation of Minutes Page 7
“That the minutes of the Finance & Audit Committee meeting of 22
September 2021 Part | Public be confirmed as a true and correct

record.”

Quarterly Performance and Financial Report - Quarter Ending 30
September 2021 Page 11

Report, presented by Stuart McKinnon, Chief Financial Officer and
Andrew Boyle, Head of Community Planning.

Treasury Report - 3 months ending 30 September 2021 Page 67

Memorandum, presented by Steve Paterson, Strategy Manager -
Finance.

Assurance Report - Independent Progress Update on Asset
Management Planning Maturity Assessment Page 79

Memorandum, presented by Masooma Akhter, Business Assurance
Manager.

Committee Work Schedule Page 99

Exclusion of Public

To be moved:

“That the public be excluded from the following parts of the
proceedings of this meeting listed in the table below.

The general subject of each matter to be considered while the public is
excluded, the reason for passing this resolution in relation to each
matter, and the specific grounds under Sectfion 48(1) of the Local
Government Official Information and Meetings Act 1987 for the passing
of this resolution are as follows:
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Reason for passing Ground(s) under

General subject of each this resolution in X
. . Section 48(1) for
matter to be considered relation to each . A .
passing this resolution
matter
11. | Minutes of the Finance For the reasons setout in the Finance & Audit
& Audit Committee Committee minutes of 22 September 2021,
meeting - Part |l held in public present.
Confidential - 22
September 2021

This resolution is made in reliance on Section 48(1)(a) of the Local
Government Official Information and Meetings Act 1987 and the
particular interest or interests protected by Section é or Section 7 of that
Act which would be prejudiced by the holding of the whole or the
relevant part of the proceedings of the meeting in public as stated in
the above table.

Also that the persons listed below be permitted to remain after the
public has been excluded for the reasons stated.

[Add Third Parties], because of their knowledge and ability to assist the
meeting in speaking to their report/s [or other matters as specified] and
answering questions, noting that such person/s will be present at the
meeting only for the items that relate to their respective report/s [or
matters as specified].
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PALMERSTON NORTH CITY COUNCIL

Minutes of the Finance & Audit Committee Meeting Part | Public,
held in the Conference & Function Cenire, 354 Main Street,
Palmerston North on 22 September 2021, commencing at 9.00am

Members
Present:

Non
Members:

Apologies:

Susan Baty (in the Chair), The Mayor (Grant Smith) and Councillors
Vaughan Dennison, Renee Dingwall, Lew Findlay QSM, Patrick
Handcock ONZM, Leonie Hapeta, Lorna Johnson, Karen Naylor, Bruno
Petrenas, Aleisha Rutherford and Mr Stephen Armstrong.

Councillors Brent Barrett, Zulfigar Butt, Billy Meehan and Orphée
Mickalad.

Councillor Rachel Bowen.

Councillor Rachel Bowen entered the meeting at 9.05am during consideration of
clause 61 and left the meeting at 10.03am after consideration of clause é61. She was
not present for clauses 59, 60 and 62 to 68 inclusive.

59-21

60-21

61-21

Apologies

Moved Susan Baty, seconded Karen Naylor.

The COMMITTEE RESOLVED

1. That the Committee receive the apologies.
Clause 59-21 above was carried 16 votes to 0.
Confirmation of Minutes

Moved Susan Baty, seconded Aleisha Rutherford.
The COMMITTEE RESOLVED

1. That the minutes of the Finance & Audit Committee meeting of 23
June 2021 Part | Public be confirmed as a true and correct record.

Clause 60-21 above was carried 16 votes to O.

Results of Public Engagement - Extension of Paid Parking Hours
Memorandum, presented by Michael Duindam, Acting City Planning
Manager and Vinuka Nanayakkara, Senior Transport Planner.

Councillor Rachel Bowen entered the meeting at 9.05am.
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Moved Susan Baty, sesconded Karen Naylor.
The COMMITTEE RECOMMENDS

1. That the following existing paid parking hours are retained:
a. Thursday 8.30am-5.30pm
b. Friday 8.30pm-5.30pm
c. Saturday 11.00am-3.00pm

Clause 61.1-21 above was carried 16 votes to 1.

Moved Susan Baty, seconded Karen Naylor.

d. Sunday no paid parking hours

Clause 61.2-21 above was carried 15 votes to 2.

Note:

Moved Orphée Mickalad, seconded Brent Barrett.

On a motion ‘That on-street parking fees be set at $2.00 per hour from 1
January 2022’, the motion was lost 4 votes to 13.

Councillor Rachel Bowen left the meeting at 10.03am.
62-21 Health, Safety and Wellbeing Report - April to June 2021

Memorandum, presented by Alan Downes, Safety & Health Manager
and Wayne Wilson, Human Resources Manager.

Moved Susan Baty, seconded Brent Barrett.

The COMMITTEE RESOLVED

1. That the memorandum titled ‘Health, Safety and Welloeing Report -
April to June 2021’, presented to the Finance & Audit Committee on
22 September 2021, be received for information.

Clause 62-21 above was carried 16 votes to 0.

The meeting adjourned at 10.35am.
The meeting resumed at 10.51am.

63-21 Treasury Report - 12 months ending 30 June 2021
Memorandum, presented by Steve Paterson, Strategy Manager -
Finance.

Moved Susan Baty, seconded Karen Naylor.
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The COMMITTEE RECOMMENDS

1. That the performance of Council’s tfreasury activity for the 12 months
ending 30 June 2021 be noted.

Clause 63-21 above was carried 16 votes to 0.

Committee Work Schedule
Moved Susan Baty, seconded Brent Barrett.
The COMMITTEE RESOLVED

1. That the Finance & Audit Committee receive its Work Schedule
dated September 2021.

Clause 64-21 above was carried 16 votes to 0.

EXCLUSION OF PUBLIC

65-21

Recommendation to Exclude Public

Moved Susan Baty, seconded Karen Naylor.
The COMMITTEE RESOLVED

“That the public be excluded from the following parts of the
proceedings of this meeting listed in the table below.

The general subject of each matter to be considered while the public is
excluded, the reason for passing this resolution in relation to each
matter, and the specific grounds under Section 48(1) of the Local
Government Official Information and Meetings Act 1987 for the passing
of this resolution are as follows:

General subject of each
matter to be considered

Reason for passing
this resolution in
relation to each
matter

Ground(s) under
Section 48(1) for
passing this resolution

11. | Minutes of the Finance

& Audit Committee
meeting - Part I

2021

Confidential - 23 June

For the reasons set
out in the Finance
& Audit Committee
minutes of 23 June
2021, held in public
present.

12. | Oriana Reserve:

to a developer

Request to return land

Legal Privilege and
Negotiations

s7(2)(g) and s7(2)(i)

13. | Assurance Report on
Review of Health &
Safety

Safety and Health
Safety

sé(b) and s7(2)(d)
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This resolution is made in reliance on Section 48(1)(a) of the Local
Government Official Information and Meetfings Act 1987 and the
particular interest or interests protected by Section é or Section 7 of that
Act which would be prejudiced by the holding of the whole or the

relevant part of the proceedings of the meeting in public as stated in
the above table.

Clause 65-21 above was carried 16 votes to O.

The public part of the meeting finished at 11.16am

Confirmed 27 October 2021

Chairperson
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REPORT

TO: Finance & Audit Committee

MEETING DATE: 27 October 2021

TITLE: Quarterly Perfformance and Financial Report - Quarter Ending
30 September 2021

PRESENTED BY: Stuart McKinnon, Chief Financial Officer and Andrew Boyle,
Head of Community Planning

APPROVED BY: Stuart McKinnon, Chief Financial Officer

David Murphy, Chief Planning Officer

RECOMMENDATION(S) TO COUNCIL

1. That the memorandum titled ‘Quarterly Performance and Financial Report -
Quarter Ending 30 September 2021’ presented to the Finance & Audit Committee
on 27 October 2021, be received.

1. ISSUE

To provide an update on the performance and financial achievements of the
Council for the period ending 30 September 2021.

2, BACKGROUND

Details of operating and financial performance are included in the following
sections. Reports are against the goals as detailed in the 10 Year Plan 2021-31.

3. NEXT STEPS

The next performance and financial report will be provided after the end of the
December 2021 quarter.

4, COMPLIANCE AND ADMINISTRATION

Does the Committee have delegated authority to decide? Yes
Are the decisions significant? No
If they are significant do they affect land or a body of water? No
Can this decision only be made through a 10 Year Plan? No
Does this decision require consultation through the Special | No

Page | 1
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Consultative procedure?

Is there funding in the current Annual Plan for these actions? No

Are the recommendations inconsistent with any of Council’s policies or | No
planse

The recommendations conftribute to Goal 5: A Driven and Enabling Councill

The recommendations contribute to the outcomes of the Driven and Enabling
Council Strategy.

The recommendations contribute to the achievement of action/actions in a plan
under the Driven and Enabling Council Strategy

The action is: to enable Council to exercise governance by reviewing financial
performance and operating performance and provide accountability for these to
the public.

Conftribution to | As above.
strateqgic
direction and to
social,
economic,
environmental
and cultural well-
being

ATTACHMENTS

1. Quarterly Performance and Financial Report - Quarter Ending 30
September 2021 - CE and Catalyst Report

2. Quarterly Performance and Financial Report - Quarter Ending 30
September 2021 - Performance Measures 4

3.  Quarterly Performance and Financial Report - Quarter Ending 30
September 2021 - Supplementary Material 4

Page | 12

ITEM 6


FACC_20211027_AGN_10960_AT_files/FACC_20211027_AGN_10960_AT_Attachment_25872_1.PDF
FACC_20211027_AGN_10960_AT_files/FACC_20211027_AGN_10960_AT_Attachment_25872_2.PDF
FACC_20211027_AGN_10960_AT_files/FACC_20211027_AGN_10960_AT_Attachment_25872_3.PDF

Quarterly Report to Council - September 2021

Chief Executive’s Quarterly Report to Council

For September 2021

Infroduction

The start of the new financial year has once again been disrupted by a COVID-19 lockdown. The cumulative
effect of the pandemic continues to affect the labour market, contractor availability, and supply chains. As
a result expenditure is tracking under budget for both capital and operating. While the majority of our Key
Performance Indicators are on track, usage statistics have been affected and delivery to plan will be an
ongoing challenge. We were able to stand up a reduced Emergency Operations Centre having applied
many of the lessons learnt through the previous lockdown. | wish to acknowledge the effort by staff who
worked tirelessly during lockdown to maintain services to the community.

Financial

For the period ending September 2021, our net operating position is $2.06M favourable against budget.
This is made up of $280k rates, $360k operating revenue, $1.35M operating expenses, and $70k favourable
net interest. The bulk of the favourable position is due to inability to source contractors and fill vacancies,
as well as the incompletion of work during the most recent lockdown.

The 2021/22 financial year sees Council’s largest investment into its capital new and renewal programmes
of $102M. The delivery programme for the first quarter of the year has been impacted by Covid. The
lockdowns, both locally and in the Auckland region, have placed strain on engaging contractors and
transportation of materials, plant and equipment to projects currently in construction. Despite these
constraints, work has continued on delivering the programme with $4.8M of capital new expenditure and
$4.8M of capital renewal expenditure occurring. The Waka Kotahi decision to reduce their overall capital
funding contribution, combined with their delayed confirmation of which programmes have funding, will
impact the delivery of transport and roading related capital programmes. Officers are currently preparing a
report to Council with options to address the funding shortfall.

Three Waters Reform

The Government’s Three Waters Reform grant funding allocation, and our associated programme of works,
is included in the above financial results across operational and capital renewal/new programmes. To date
$6.5M (70%) of the work has been delivered against the grant funded allocation of $9.34M, required to be
spent by 31 March 2022. Spending against the year to date delivery plan is 76%, due to investigations and
design work taking longer than expected.

Catalyst projects

Catalyst Projects are those that will make major contributions to Council’s vision. This is the first quarter of
the new 10-Year Plan, with catalyst projects updated to reflect this. This report outlines progress made on
these projects, with a common theme being delays on some of these due to Covid-19. Officers are

1
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assessing what impact Covid-19 ongoing restrictions will have on the abliity to complete these projects on
time.

Safety and Health

Civil Construction received an Executive Leadership Team (ELT) health and safety focused visit in July,
unfortunately due to Covid-19, two scheduled ELT site visits were postponed. ELT site visits afford an
opportunity for the unit managers to provide operational clarity and highlight what is going well and where
they face challenges. Three Health, Safety and Wellbeing Committee meetings were held during the
quarter. A Healthy Thinking & Psychological First Aid webinar promoted by Taituara — Local Government
Professionals Aotearoa was made available to all health and safety representatives, and extended to
others.

10 Year Plan KPIs

Our 10-Year Plan Key Performance Indicators (KPls)
monitor the delivery of major services for the city.

At the end of our first quarter, 50 of 64 KPIs are on
track to be achieved for this financial year, with a
further 6 not on track but still achievable and 5 not yet
due for measurement. 3 KPIs are unlikely to be
achieved for reasons outside Council’s control, being
Covid-19 restrictions.

W On Track

Mot on track but still achievable
W Unlikely to achieve

Mot yet due for measurement

m Unlikely to achieve for reasons outside of Councils control

Heather Shotter
Chief Executive

Page
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The following table of operating financial performance and graphs are compared to revised budget.

Summary of Financial 2021/22 $000s

Performance Year to Date Variance Full Year Full Year
For the period to 30 Actual Budget] $000's %| Revised Annual
September 2021 Budget Budget
Operating revenue (9,262) (8,903) 359 4.0%| (36,166) (35,071)
Rates (27,636) (27,357) 279  1.0%]| (109,090) (109,059)
Total Revenue (36,898)  (36,260) 638  1.8%| (145,256) (144,130)
Operating Expenses 26,844 28,193 1,349  4.8%| 112,754 111,497
Net Interest 1,204 1,277 73 5.8% 5,073 5,073
Total Expenses 28,048 29,471 1,422 4.8%| 117,828 116,571
Operating Controllable

(Surplus) / Deficit (8,850) (6,789) 2,061 30.4%| (27,428) (27,559)
Depreciation 9,552 9,652 - 38,210 38,210
Non-operating revenue (3,142) (3,422) (280) (20,553) (18,252)
Non-operating expenses (3,264) - 3,264 - -
Net Result (5,703) (659) 5,044 (9,771) (7,601)

Highlights:

e Overall operating surplus was $2.06M favourable against revised budget.

e Operating revenue surplus was due to fees and charges associated with the Kiwirail development
(5500k), offset by additional professional service costs.

e The following variances contribute to the operating expenses surplus:
o Contracted services was $1.2M favourable due to both lockdown delaying work, and
supplier shortages.
o Remuneration was $900k favourable due to high vacancies and labour shortages.
o Professional services was ($550k) unfavourable, this increased expenditure is
associated with the additional revenue.

e Non-operating expenses are significantly favourable due to a change in the valuation of swaps.

Page |
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Lower expenses are due to lockdown, contractor shortages and vacancies.
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Major Capital New Programmes Behind Budget

Reason for Variance to
Programme Name Delay Budget Comments
1844-City Growth -
City Reserves - Covid-19 Delays in design completion due to covid-19
. $172k .. . .
Manawatu River Park | Delay restrictions, this work is now underway.
- Capital New
Awaiting finishing work - unfortunately some product
324-Park Road / Cook | Covid-19 $134k has been delayed due to covid-19 level changes.
Street - Intersection Delay Anticipated this will all be completed by the end of
Improvements October.
1578-M
>78-Monrad . Construction completion was delayed until
Pencarrow Covid-19 . L
$120k September due to covid-19 restrictions. Post-
Roundabout Delay . .
. . construction Road Safety Audit to be completed.
installation
5
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3 Renewal capital expenditure —e=YID RS
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Maijor Capital Renewal Programmes Behind Budget

Kotahi Subsidies)

Programme Reason for Variance
Name Delay to Budget | Comments
1879-Council's Anticipated purchase of 4 trucks in September has been
Plant and Vehicle | Covid-19 delayed due to covid-19 restrictions. Working through
$390k . .
- Replacements Delay delays to enable delivery by November, supply chain
allowing.
1062-City-wide - . .
ty-wide . Programme delayed slightly due to covid-19 level
Stormwater Covid-19 - . . .
$181k restrictions. It is anticipated works will progress as planned
Network Renewal | Delay
from November.
Works
115-City-wide -
Sealed Pavement | Covid-19 Cloverlea Roundabout will commence late in the 2nd
S147k . . . .
Renewals (Waka Delay quarter following water main construction completion.

Page

18

ITEM 6 - ATTACHMENT 1



Three Waters Stimulus Funded Expenditure

e YTD Actual

wei= YT D Delivery Plan

oo _
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1.00
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SEPTEMBER

Advanced funding received of $4.67M received in November 2020
Second Instalment funding of $2.42M invoiced in April 2021
76% of the YTD Delivery Plan budget has been spent
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Actual $167M compared to revised budget of $171.6M
Weighted average cost of borrowing estimated at 2.8% (budget cost of borrowing 2.8%)
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Streets for People: Covid-19 has impacted supply chains, resulting in ongoing significant price
increases to the cost of materials. This has forced the project and design teams to explore
alternative solutions for materials and design to fit within the budget. Co-design with Rangitane
has been delayed by the Covid-19 raised alert levels - a hui will occur at Te Rangimarie Marae
once we are at alert level 1.

Te Manawa 2025 Redevelopment / Central Library: Council has appointed a consultant team to
prepare the Civic and Cultural Precinct Master Plan. Once the lead consultant has familiarised
themselves with the key project issues and opportunities, an Elected Members briefing will be
scheduled on the development of the Master Plan. Formal reports will go to Council in June 2022
and December 2022. While the consultant will draw on some international experience, the large
majority of the work will be led by New Zealand based experts, Council officers and local
stakeholders, with direction from Elected Members at key stages.

Heritage: Significant numbers of earthquake prone building owners are seeking assistance from
the Heritage Incentives Fund to get their buildings up to Building Code standards. This means that
the Fund is likely to be used up by the third quarter.

Victoria Esplanade Masterplan: Completion of the Park Road entrance was delayed by the Covid-
19 lockdown delaying materials supplies and contractor availability. The Rose/Camellia signs will
be completed before the National Rose Trial Ground awards in November. Designs for
improvements to the Manawaroa Street pedestrian entrance and for master plan projects in
future years have been commissioned.

Manawatu River Shared Pathway: Work progresses on options for a way forward to secure the
preferred alignment of the pathway.

Manawatu River Framework: Work with Rangitane to establish a carving workshop in the old
industrial buildings at Marae Tarata has continued. A resource consent application has been
lodged.

The next river entrance to be built will be at the end of Albert Street. Detailed design has been
completed, lighting and bollards have been purchased. A resource consent application has been
lodged, and procurement details are working through at present. The work is expected to begin in
March 2022.

The riverside cycle tracks, exercise equipment stations, Turitea Pa site and wayfinding projects are
all underway. Fabrication of the Turitea Pa site platform is underway and installation is planned to
commence in November.

Te Motu o Poutoa: Council and Rangitane are co-working on the design. A site briefing for Elected
Members, and Executive Leadership Team is re-set for October 6.

Wastewater Treatment Plant Upgrade: Following Council’s endorsement of the Technical Team’s
recommended final stage assessment methodology and weighting at the 25th August Council
meeting, Council adopted the Best Practicable Option (BPO) at an extraordinary Council

meeting on Wednesday 15th September. Horizons Regional Council has been formally advised in
writing of Council’s decision as required under the existing wastewater consent conditions.

11
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The focus for the next quarter will be to confirm the scope, programme and approach for the
consenting and lodgment phase of the project. This will include appointing a BPO Project Manager
and obtaining Council approval for engaging the lead technical consultants for the next phase, as
well as confirming and establishing the governance model for the project.

The key challenge for the next phase will be the shortened period available to complete the
preparation of the consent and Assessment of Environmental Effects given the delay in confirming
the preferred BPO and the most recent lockdown disruption.

Regional Ringroad, Rail, Airport: the Covid-19 lockdown meant the KiwiRail Notice of
Requirement hearing was briefly adjourned. However, all submitters, including Council, have now
made their submissions. There is one final hearing day set aside for Kiwirail to make their final
legal submissions and address matters that have come up during the hearing. That is set down for
Friday the 15th of October. The Commissioners’ recommendation could then take two to three
months.

The Central NZ Distribution Hub Strategy (CNZDH) has been confirmed. A brief to develop a
Masterplan for the CNZDH is underway. CNZDH and PN Integrated Transport Initiative (PNITI)
Reference and Steering Groups are now established

Infrastructure for Residential Growth: The first sales release of 14 sections at Tamakuku Terrace
was delayed due to Covid-19 restrictions. The first sales release along with the Tamakuku Terrace
website (www.tamakukuterrace.co.nz) went live to the general public on 1 October. The public
tender process for release 1 will then close on 28 October 2021.

Work is continuing on Plan Changes for Aokautere, Ashhurst and Roxburgh Crescent, plus analysis
of Kakatangiata options.

Citywide Stormwater: Whakarongo Resource Consent: Council is responding to a Resource
Management Act s92 request for additional information lodged by Horizons Regional Council.
Detailed design of the stormwater system is being progressed. The Stormwater Management
Framework is currently under internal review and new sections are being added.

Citywide Water Supply: Commissioning of the Turitea Duplicate Water Main has been delayed as
a result of lockdown. It will be rescheduled in Covid-19 Level 2 and after there has been a period
of dry weather. The Drinking Water Assessor has confirmed that the Papaioea Park Bore 3 can be
used. Inspections are being arranged to eliminate sand ingress before use.

Railway Road Bore, the two building structures have substantially been completed. The
mechanical and electrical contractors are in the process of installing the fittings and controls.
Planning for the commissioning of the bore has begun.

Three Waters Reform: Central Government is proposing reforms to the three waters (water,
wastewater and stormwater) that would see responsibility for providing and managing these
assets moving from councils to four multi-regional entities. Council received a briefing paper on
the reforms at its 1 September 2021 meeting. This provided the Council the opportunity to give
feedback to the Department of Internal Affairs to help inform the Government’s proposal. A
number of queries have been received from the public for which Council has since established a
web page to provide information on the three waters reform.
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Supplementary Material for
September 2021 Quarterly Report
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Group of Activities Net Result Statement 2021/22 $000s
Year to Date Bud. Var. Full Year| Full Year|
For the period to 30 September 2021 Actual Budget $000's %| Revised| Annual
Budget| Budget

Operating Result by Group of Activities

Innovative & Growing City 1,615" 1,883 267" 14%| 7,663| 7,663
Revenue 1,717y (1,835) (118)" 6%| (7,185)  (7,185)
Expenses 3,333 3,718 385" 10% 14,848| 14,848
Transport 2436" 1,815 (622)7 -34%| 7,727| 7,727
Revenue (2,001)  (2,224) (222)"  -10%| (10,021)] (10,021)
Expenses 4,438 4,039 (399) 4 -10% 17,748] 17,748
Creative & Exciting City 4,702" 5,079 377" 7%| 17,986 17,986
Revenue (808) (495) 3127 63%| (3,258)  (2,908)
Expenses 5,510 5,575 65" 1% 21,244 20,894
Connected & Safe Community 3440" 3,968 528" 13%| 15,548 15417
Revenue (1,907)  (1,960) (53)7 3%| (5,654) (5,654)
Expenses 5,347 5,928 5817 10% 21,202 21,071
Eco-City 1,2277 1,314 83" 7%| 5514| 5514
Revenue (755) (757) @7 0%| (3,115) (3,115)
Expenses 1,982 2,071 89" 4% 8,629 8,629
Stormwater 458" 493 34" 7%| 2270 2,270
Revenue (11) ) 9"  395% (6) (6)
Expenses 469 495 26" 5% 2,276 2,276
Wastewater 1,295 1,578 283" 18%| 6,205| 5908
Revenue (375) (499) (124)"  -25%| (2,176)]  (1,431)
Expenses 1,670 2,077 407" 20% 8,381 7,339
Water 983" 1,168 185" 16%| 4,765 5,062
Revenue (54) (22) 327 144% (95) (95)
Expenses 1,037 1,190 1537 13% 4,860 5,157
Driven & Enabling Council 1,425 r 1,993 568 " 28% 8,911 8,880
Revenue (1,634)  (1,108) 526" 47%|  (4,655)  (4,655)
Expenses 3,059 3,101 42" 1% 13,566 13,534
Group of Activities Controllable Surplus/ (Deficit)| 17,582 19,290 1,708 ” 9% | 76,589| 76,426
Rates (27,636)  (27,357) 279 1%| (109,090) (109,059)
Net Interest 1,204 1,277 73 6% 5,073 5,073
Operating Controllable (Surplus) / Deficit (8,850) (6,789) 2,061 30%| (27,428)| (27,559)
Depreciation 9,552 9,552 0 0% 38,210 38,210
Non-operating revenue (3,142) (3,422) (280) -8%| (20,553)] (18,252)
Non-operating expenses (3,264) 0 3,264 -100% 0 0
Net Result (Surplus) / Deficit (5,703)] (659) 5,044 766%| (9,771)| (7,601)

e Innovative and Growing City expenses are lower due to staff vacancies.

e Transport expenses are higher due to a lower rate of capitalisation of staff time due to lockdown.

e (Creative and Exciting City revenue is higher due to CET arena revenue from Covid related activities.

e Connected and Safe Community expenses are lower due to staff vacancies.
e Wastewater expenses are lower due to lower contracted services.
e Driven and Enabling Council revenue is higher due to fees and charges associated with the Kiwirail

development.
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Capital Expenditure 2021/22 $000s
YTD Variance Full Year Full Year,|
For the period to 30 Actual Budget $000's % Revised Annual
September 2021 Budget Budget|
Capital New 4,832 5,507 (675) (12.3%) 69,701 67,216
Funded by:
Borrowing 2,470 3,204 (616) " (19.2%) 57,050 55,683
External revenue 2,362 2,303 (59) (2.5%) 12,651 11,533
Capital Renewal 4,802 6,048 (1,247) (20.6%) 32,337 30,778
Funded by:
Rates 3,319 4,907 (906) (18.5%) 20,982 20,982
External revenue 1,482 1,142 (341)  (29.8%) 5,901 4719
Three year averaging 5,077 5,077
Borrowing 376
TOTAL CAPITAL 9,634 11,555 (1,921) 102,038 97,994
Group of Activities - Capital 2020/21 $000's
Expenditure Year to Date Variance Full Year Full Year|
For the period to 30 September 2021 Actual Budget $000's %| Revised Annual
Budget Budget
Capital New 4,832 5,507 (675) (12.3%) 69,701 67,216
Innovative & Growing City - - - - - -
Creative & Exciting City 956 1,207 (252) (20.8%) 14,148 13,582
Connected & Safe Community 1,294 1,289 5 0.4% 7,185 6,574
Eco-City 112 34 77 224.3% 1,915 1,915
Transport 1,059 1,441 (383) (26.6%) 23,273 23,092
Water 466 484 (18) (3.8%) 7,976 7,724
Wastewater 600 693 (93) (13.4%) 6,340 5,826
Stormwater 235 251 (16) (6.5%) 7,501 7,062
Driven & Enabling Council 112 107 5 4.3% 1,363 1,443
Capital Renewal 4,802 6,048 (1,247) (20.6%) 32,337 30,778
Innovative & Growing City 154 192 (38) (19.7%) 640 661
Creative & Exciting City 321 410 (89) (21.6%) 5,248 5,181
Connected & Safe Community 337 292 44 15.2% 2,919 3,005
Eco-City 40 43 (3) (6.4%) 476 421
Transport 335 498 (163) (32.7%) 6,395 6,207
Water 1,048 1,238 (190) (15.4%) 4,935 4,376
Wastewater 1,055 1,158 (103) (8.9%) 5,645 5,040
Stormwater 188 431 (243) (56.5%) 1,084 875
Driven & Enabling Council 1,323 1,785 (462) (25.9%) 4,994 5,012
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Attachment 4 -Capital expenditure by Programme
(programmes under $500,000)

The following table highlights spend against budget of the programmes with budgets less than $500,000.

Activity-Programme Name YTD Variance
Actuals ($000)

)

Capital NEW
Active and Public Transport

235-Manawatu River (Ashhurst to Riverside Drive) -
Cycle/Pedestrian Pathway
243-Urban Bus Terminal Redevelopment

1039-Shared Path Connection - Riverside Drive to Railway Road
1257-City-wide - Cycle Phases at Intersections

1358-City-wide - Footpath extension

1694-Summerhill Drive - On-Street Parking Infrastructure
1803-Neighborhood Streetscape Improvements

2026-Active Transport Measurement

2056-City-wide - Supporting Cycle Infrastructure Improvements
2120-City-wide - Off Road Shared Path Network Improvements
Active Community

111-Local Reserves - Roslyn - Edwards Pit Park Development

140-Neighbourhood Reserves- Aokautere - Peace Tree Reserve
Development

165-Outdoor Adventure Reserves - Arapuke Forest
Park/Kahuterawa Development

558-Urban Growth - Local Reserves - Takaro - Oriana Reserve
Development

697-Clearview Reserve Development

708-Urban Growth - Aokautere - Reserves Land Purchase
716-Urban Growth - Whakarongo - Walkways Land Purchases
967-City-wide - Edibles Planting

1081-City Reserves -Victoria Esplanade - Park Road Entrance and
Parking Reconfiguration
1099-Parks and Reserves - Shade Development

1127-City Reserves - Victoria Esplanade - Bonsai & Shade House

1534-Central Energy Trust Arena Manawatu - Embankment
Redevelopment
1763-CET Arena - Property Purchase

1845-City Growth - City Reserves - Te Marae o Hine - The Square
- Capital New

1847-City Growth - City Reserves - Victoria Esplanade - Capital
New

1848-City Growth - City Reserves - Linklater Reserve - Capital New

1850-City Growth - City Reserves - Memorial Park - Capital New

1852-Local Reserves - Improvements to existing reserves to close
identified level of service gaps

1853-Local Reserves - Development of Existing Reserves - Capital
New

$6
$58
$1
$16
$2
$5

$63
$0

$0
$435

$11

$4
$32

$5

$96
$1
$8
$3
$5

$31

$3
$100

($0)
$1

$29

$75
$33
$42
$25
$49
$330
$200
$76
$415

$35
$118

$7
$80
$31
$34
$148

$5
$436

$30
$66
$0

$450
$138

$111

$68
$264
$150

$25
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Activity-Programme Name

1854-Swimming Pools - Splashhurst Pool Enhancements

1856-Urban Growth - Hokowhitu - Reserves - Purchase and
Development
1884-Local Reserves - Accessibility and Safety Improvements

1894-City Growth - City Reserves - Manawatu River Park - Marae
Tarata Development Plan - Implementation

1895-City Growth - City Reserves - Manawatu River Park - Te Motu
o Poutoa Development Plan - Implementation

1966-Arena 4 Powerlock Install for Emergency Connection

2006-City Centre Play - Fixed Play Development

2112-Arapuke Forest Park - Manawatu Mountain Bike Club Co-
Funding building of shelter
2113-Mobility Scooters for Public Use

Active Public Space

1330-Placemaking Co-created Project (capital)
1473-City Centre Lighting and Projection Demonstration Project
1948-Events and Festival Equipment Purchase

Biodiversity and Sustainable Practices

1077-Citywide - Biodiversity Enhancement Through Native Planting
1451-Property - LED Lighting Upgrades
1924-Improving remote monitoring capabilities

Commercial or Strategic Investments

99-New Vehicles and Plant to enable the delivery of improved
Council services
1903-Garage - Workshop Safety and Operating Improvements

Connected Communities

1561-Community Centres - Kelvin Grove Community Centre
Carpark

1833-City Growth - Cemeteries - Extensions to burial and ashes
areas to meet demand

Corporate Support

60-Information Management Strategic Plan Project - New Software
Applications
1736-CAB - Rubbish and Recycling Compound

1933-Brand and Marketing Critical Equipment
2047-Property - Furniture transformation
Roading

201-Urban Growth - Development Contributions - Transport
324-Park Road / Cook Street - Intersection Improvements

684-Longburn Rongotea Road/No. 1 Line - Intersection Safety
Upgrade
719-College Street - Implementation Plan for Transport Upgrade

1003-Whakarongo - Intersection Upgrades

1362-Roberts/Railway Road North Intersection Safety Realignment
1578-Monrad Pencarrow Roundabout installation

1615-City-wide - Parking and Traffic Signs and Marking

1804-Road drainage improvements

1807-City-wide - Car park infrastructure improvements
1808-City-wide - Street amenity improvements

2065-Urban Growth - Whakarongo - Transport

YTD
Actuals
($000)

$5

$16
$66

$7
$3

$41

$50
$323

$264
$3

$30

$1
$5

$1

$4

$0
$2

$9
$3

$3

$20

$50
$456

$1

$8
$384
$8
$1
$12
$72
$2

Variance | Total

($30)

$1

($1)

($16)
($64)

$2
$0

$3

($21)

(80)
$134

$0

$7
$120
$5
$1
$12
$42
$2

$15
$104
$55

$30
$75
$40

$393

$118

$240

$131

$106

$80
$15
$150

$200
$474
$250

$20
$100
$261
$395
$63
$80
$475
$274
$200
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Activity-Programme Name

2123-Urban Growth - Kakatangiata - Transport
2124-Urban Growth - Ashhurst - Transport
Rubbish and Recycling

506-City-wide - Public Space Rubbish & Recycling Bins
Development
657-Urban Growth - Recycling - City-wide Wheelie Bins and Crates

721-Awapuni Closed Landfill - Landscaping Development

1371-Closed Landfills and Transfer Stations - Safety, Security and
Development
1373-City-wide - Recycling Drop Off Facilities - Development

1410-Recycling - City-wide Recycling Services to
Commercial/orgnisational Properties Development

1783-Rubbish and Recycling Buildings - Staff Welfare and Health
and Safety Improvements

1810-City-wide - Diversion of Waste from Landfill - New Materials
Development

Stormwater

51-Urban Growth - Development Contributions - Stormwater
1706-City-wide - Stormwater Network Resilience

1708-City-wide - Stormwater Flood Mitigation

Wastewater

73-Urban Growth - Development Contributions - Wastewater
1000-Urban Growth - Whakarongo - Wastewater
1055-Urban Growth - Kakatangiata - Wastewater

1074-Totara Road Wastewater Treatment Plant - Earthquake
Strengthening of Civil Structures
1579-WWTP - Health and Safety Upgrades

1618-Totara Road Wastewater Treatment Plant - High Voltage
Power resilience upgrades
1619-Totara Road Wastewater Treatment Plant - Inlet Screens

1621-Totara Road Wastewater Treatment Plant - New Storage
Shed for critical equipment.
1682-Pioneer Highway - Improvements

1688-Three Waters Resilience - Installing Telemetry

1689-Three Waters Data Centre Upgrade

1692-Turitea Dams - Catchment Protection

1711-Industrial Growth - Longburn Industrial Park - Wastewater
1712-City-wide Wastewater wet weather overflow mitigation
1821-City-wide Wastewater Pipeline Realignment of at-risk mains
Water

124-Turitea WTP - Drinking Water Standards Upgrades
132-City-wide - Water Supply Resilience - Trunk Mains
246-Urban Growth - Development Contributions - Water Supply
986-Turitea Dams - Aeration Upgrade

1004-Urban Growth - Whakarongo - Water Supply

1170-Urban Growth - Kakatangiata - Water Supply
1384-City-wide - Water Supply Resilience - Additional Reservoirs
1389-City-wide - Water Supply Resilience - Security of Supply

1607-City-wide - Health & Safety - Water Treatment Chemical
Handling

YTD
Actuals
($000)

$1

$17
$1
($0)

$10
$1

$2
$10
$339

$125
$9

$19
$82

$181

$1

$1

$17
$1
($0)

$9
$5

$25

$20
$344

$135
$20

$40
$32

$1
$21

$201

$26

Variance
($000)

(%0)

(%0)
($0)
$0

$25
($2)
$10

$5

$10
$11

$22
($50)

$1
$14

$21

$25

$250

$64

$70
$25
$159

$42
$40

$300

$70

$200
$130
$143

$100
$200
$398
$355

$152
$262

$373
$153

$150
$136
$116
$50
$50
$200
$50

$400

$113

$250 -
$35

$479

$250 -

$430

$375

$355
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Activity-Programme Name YTD Variance | Total
Actuals
($000)
1696-City-wide - Drinking Water Standards Upgrades - - - $150
1863-City-wide - Water Supply Resilience - Generators $3 $2 ($1) $200
1874-Turitea Dams - Health & Safety Improvements - - - $15
1883-Water Operations -Small Plant & Equipment - New $13 $27 $14 $43
2060-City-wide - Commercial Water Meters - $16 $16 $160

Capital RENEWAL

Active and Public Transport

181-City-wide - Public Transport Infrastructure Renewals $1 $1 $0 $30
648-City-wide - Supporting Cycle Infrastructure Renewals - $1 $1 $20
2110-City-wide - Footpath Renewals (No Subsidy) - - - $172
Active Community

98-Citywide Reserves - Renewals (Victoria Esplanade, Memorial - - - $82 -
Park, Ashhurst Domain and Te Marae o Hine)

819-Central Energy Trust Arena - Replacement of Equipment $10 $39 $29 $45
1136-CET Wildbase Recovery Centre - Renewals $3 $17 $14 $100
1759-CET Arena - Grounds Renewals - - - $45
1786-Recreational Buildings - Sports Pavilion and Changing Room $5 $8 $2 $200
Renewals

1825-City Reserves - Manawatu River Park - Renewals - - - $2
1829-Sportsfields and Artificial Turfs - Renewals $49 - ($49) $285 -
1830-City Reserves - Memorial Park - Renewals - - - $163
1831-City Reserves - Te Marae o Hine - The Square - Renewals $12 $38 $26 $52
1832-City Reserves - Ashhurst Domain - Renewals - $3 $3 $51
1834-City Reserves - Walkways - Renewals $6 - ($6) $101
1835-City Reserves - Linklater Reserve - Renewals - - - $3
1837-Swimming Pools - Pool Renewals $1 - ($1) $490
1840-City Reserves - Victoria Esplanade- Renewals $5 - ($5) $305
1962-Arena Security Card System - - - $15
1964-Arena Indoor Stadium Sound System Replacement - - - $150

Active Public Space

1452-Community Stage - repair - - -

Arts, Culture and Heritage

777-Heritage Genealogy Equipment - - - $25
1144-Manawatu Heritage (Archives Digital Repository) Renewal - - - $10

Commercial or Strategic Investments

80-Council Small Mobile Plant and Equipment - Replacement $57 $57 ($0) $225
85-Depot - Buildings and Structures Renewals $63 $56 ($7) $247
1753-Investment Properties - Building Renewals - $1 $1 $25
1791-Parks Depot - Building Renewals $2 $1 ($1) $5

1970-Gordon Kear Forest Culvert Replacements - - - $25

Connected Communities

178-City Library (all sites) Replacement of Shelving, Furniture and $51 - ($51) $87
Equipment
186-Public Toilets - Renewals $5 $2 ($3) $250

202-Central Library Interior Design Renewals - - - $20

203-Community Libraries, Youth Space, Blueprint and Mobile - - - $31
Library Interior Design Renewals

58
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Activity-Programme Name

265-Community Centres - Renewals

563-Cemeteries - Kelvin Grove - Crematorium Office
reconfiguration to address health and safety issues
567-Cemeteries - Crematorium Chapel Interior Renewals

1120-Community Libraries - Renewals

1138-Digital Technology to Support 21st Century Citizens and
Service (Renewal)
1139-Radio Frequency Identification (RFID) Materials Management

1742-Social Housing - Grounds Renewals
1769-Community Agency Facilities - Renewals
1775-Central Library - Renewals
1796-Cemeteries - Building Renewals
1828-Cemeteries - Non-Building Asset Renewals

Corporate Support

58-Network Additions and Upgrades

68-Aerial Photography

86-Property - Furniture Replacements

221-Print Synergy - Replacement of Print Synergy Machinery
272-Staff Cafeteria - Replacement of Equipment
318-Telecommunications Replacement - Council Buildings
755-Replacement of Parking Enforcement Hand Helds and iPhones
784-Replacement of Council's Photocopiers/Printers
1512-CCTV replacements

1732-Depot - Hard Surfaces Renewals

2027-Video and Audio Equipment

Economic Development

251-Conference & Function Centre - Replacement of Equipment
270-Holiday Park - Renewals

664-Conference & Function Centre - Renewals
1166-Conference & Function Centre - Equipment Purchases
1730-Information Centre - Building Renewals

1943-Information Centre Refurbishment

Roading

74-City-wide - Street Light Renewals

82-Off-street Parking Renewals

122-City-wide - Road Drainage Renewals

162-City-wide - Vehicle Crossing Renewals

1443-City-wide - Road Drainage Replacements (Unsubsidised)
1805-City-wide - Transport structure component renewal
2109-City-wide - Sealed Pavement Renewals (No Subsidy)
Rubbish and Recycling

185-Closed Landfills and Transfer Stations - Site Renewals
612-Recycling - City-wide Wheelie Bin and Crate Renewals
649-Recycling - Materials Recovery Facility Renewals
1368-City-wide - Public Space Rubbish & Recycling Bins Renewals
1374-City-wide - Recycling Drop Off Facilities - Renewals

YTD
Actuals
($000)

$4
$3
$2

$1

$101
$3
$1

$15
$8

$0
$150

$1
$2
$1

$16
$0
$84

$5
$9

$0
$13
$24
$1

Variance | Total

$4 ($3)
$3 ($1)
$2 ($1)
- ($2)

- ($1)

- ($1)
$100 ($1)
$13 $10
$4 $3
$26 $26
- ($15)

- ($8)
$13 $11
$1 $0
$137 ($13)
$53 $53
$1 ($1)
- ($1)
$22 $7
$1 $0
$86 $2
$10 $10
$14 $9
$12 $4
$0 $0
$13 ($0)
$27 $3
$0 ($0)

$220
$266

soo

$50
s |

$130
$120

s201 [

$35

$56
$70
$111
$200

$36
$424
$50
$70

10—

$50

$90
$65
$431
$103
$65
$100
$49

$74
$78
$160

s+ [

$40
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Activity-Programme Name

1721-Composting Activity Site Renewals
1784-Rubbish and Recycling Buildings - Renewals
Safe Communities

1269-Bylaw Signage - Replacement

1569-Replacement of wearable cameras for parking and animal
control officers
Stormwater

20-City-wide - Stormwater Pump Station Renewals
Wastewater

1068-Totara Road Wastewater Treatment Plant - Replacement of
Inlet Pumps
1351-Eastern Trunk Main - Hokowhitu Campus Renewal

1380-Totara Rd WWTP - Biogas Generator Major Overhauls

1620-Totara Road Wastewater Treatment Plant - High Voltage
Power renewals
1685-Replacement of potable water service in WWTP

1693-PS Telemetry unit compatibilty upgrade

1714-City-wide Wastewater Trunk Mains Renewal
1799-Wastewater Treatment Plant - Buildings Renewals
1801-Wastewater Pump Stations - Building Renewals
1887-Water Operations - Small plant and Equipment - Renewals
Water

214-City-wide - Water Toby and Manifold Renewals

1058-City-wide - Groundwater Bores Renewal

1063-Turitea WTP - SCADA Renewals

1385-City-wide - Water Supply Resilience - Telemetry Replacement
1700-City-wide - Water Meter Renewals

1701-City-wide - Water Supply Valve & Hydrant Renewals
1797-Water Treatment Plant - Building Renewals

1822- Water Pump Stations - Building Renewals

2042-Turitea WTP - Raw Water Main Renewal

YTD
Actuals
($000)

$2
$1

$36

$153

$2
$2

$52

$3
$1
$1
$3
$1
$1

$99

$173

$1
$32
$9

$3
$1

$3

$42

Variance | Total

($2)
($2)
$3

($10)

$4
(1)
$19
$18
($1)
(1)

$1

$12
$20

$434

$419

$126
$300
$298

$241
$50
$200
$50
$8
$3

$431
$50
$13
$23
$200
$200
$30

$40
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Palmerston North City Council
Summary of Financial Performance
For the period to 30 September 2021

Year to Date Full Year
Actual Budget Actual Revised Annual
Prior Year| Budget Budget
$000 $000 $000 $000 $000
OPERATING REVENUE
Rates revenue 27,636 27,357 25,452 109,090 109,059
Interest and dividends 28 4 49 17 17
Other revenue 8,200 7,699 7,545 30,534 30,184
Operating subsidies and grants 1,059 1,204 776 5,631 4,887
TOTAL OPERATING REVENUE 36,923 36,264 33,822 145,273 144,147
CAPITAL REVENUE
Capital subsidies and grants 2,440 2,400 1,598 16,463 14,162
Dewelopment contributions 702 522 310 2,090 2,090
Vested assets - 500 - 2,000 2,000
TOTAL CAPITAL REVENUE 3,142 3,422 1,908 20,553 18,252
TOTAL REVENUE 40,065 39,686 35,731 165,825 162,398
EXPENSES
Employee remuneration 12,308 13,189 12,261 52,447 52,388
Elected member remuneration 276 250 257 1,023 1,023
Depreciation and amortisation 9,552 9,552 10,107 38,210 38,210
Interest 1,229 1,282 1,253 5,090 5,090
Professional senice costs 2,937 2,587 2,813 14,769 11,624
Other expenses 8,059 12,167 11,341 44,516 46,462
TOTAL EXPENSES 34,362 39,027 38,032 156,054 154,797
NET SURPLUS/(DEFICIT) BEFORE TAX 5,703 659 (2,301) 9,771 7,601
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Palmerston North City Council

Statement of Financial Position
For the period to 30 September 2021

Current Assets

Cash & Short Term Deposits
Trade and other receivables
Inventory

Other financial assets

Total Current Assets

Non-Current Assets
Property, plant and equipment
Inventory-Non-current
Intangible Assets

Biological Assets

Investment Properties
Investments & Advance

Total Non-Current Assets

Total Assets

Current Liabilities

Trade and other payables
Provisions

Current Employee Entitlements
Current Portion - Term Liab
Derivative financial instruments
Total Current Liabilities

Non-Current Liabilities
Provisions

Term Employee Entitlements
Term Liabilities

Derivative financial instruments
Total Non-Current Liabilities

Total Liabilities

Assets less Liabilities

Public Equity
Retained earnings
Other resenes

Total Public Equity

2020/21 If
As at 30 September 2021 Full Year|| As at 30 June 2021
Actual Budget| Rev Budget Actual
$000s| $000 $000s| $000s|
4,169 2,771 1,522 1,522
10,864 15,722 17,181 17,217
149 230 230 230
10,000 E - -
25,182 18,724 18,934 18,970
1,975,034 1,976,553 2,046,946 1,974,051
9,786 9,261 4,261 9,261
1,127 1,127 1,127 1,127
1,430 1,430 1,430 1,430
5,335 5,335 5,335 5,335
15,056 14,556 14,556 14,556
2,007,768 2,008,262 2,073,655 2,005,760
2,032,950 2,026,986 2,092,589 2,024,730
20,461 23,232 27,236 27,236
889 889 889 889
6,839 6,066 5,897 5,897
15,000 10,000 10,000 10,000
1,930 2,719 2,719 2,719
45,120 42,907 46,742 46,742
415 575 575 575
1,178 1,196 1,196 1,196
162,000 161,557 207,147 156,125
4,088 5,645 5,645 5,645
167,681 168,974 214,563 163,541
212,801 211,881 261,305 210,283
1,820,150 1,815,105 1,831,284 1,814,447
1,065,491 1,060,447 1,069,559 1,059,788
754,658 754,658 761,725 754,658
1,820,150 1,815,105 1,831,284 1,814,447
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Palmerston North City Council
Statement of Cash Flows
For the period to 30 September 2021

Year to Date Full Year
Actual  Revised Revised Annual
$000s Budget Budget Budget
$000s $000s $000s
Cash Flows From Operating Activites
Receipts from rates revenues 29,166 28,275 109,090 109,059
Interest received 25 4 17 17
Dividends received 3 - - -
Operating subsidies and grants (108) 1,015 5,631 4,882
Receipts from other revenue 12,781 9,039 30,534 30,184
Capital subsidies and grants 2,440 2,400 16,463 14,162
Development contributions 702 522 2,090 2,090
Receipts from tax losses - - - -
Interest paid [ (1,229)  (1,282) (5,090)  (5,090)
Payments to suppliers and employees (29,509) (33,368) (112,718) (111,497)
Goods and Senices Tax (net) 1,331 767 - -
Net Cash From Operating Activities 15,602 7,372 46,017 43,807,
Cash Flows From Investing Activities
Proceeds from sale of property - - 5,000 5,000
Proceeds from sale of biological assets - - - -
Purchase of property, plant and equipment - new (6,182) (5,681) (75,313) (71,268)
Purchase of property, plant and equipment - renewal (4,802) (5,874) (26,726) (26,726)
Net other advances repayment received/(made) (500) - - -
Net increase in investments (789) - - -
Net Cash From Investing Activities (12,273) (11,555) (97,039) (92,994)
Cash Flows From Financing Activities
Short term investments (4-12 months) (10,000) - - -
Net borrowing proceeds/(repaid) 9,318 5,432 51,022 49,187
Repayment of borrowings - - - -
Repayment of leases - - - -
Net Cash From Financing Activities (682) 5,432 51,022 49,187
Net Increase/(decrease) 2,647 1,249 - -
Cash at beginning of year 1,522 1,522 1,279 1,279
Cash at Month End 4,169 2,771 1,279 1,279
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Attachment 6 - Approved variations to 10-Year Plan

2021-31 (Year 1)

After the 10-Year Plan 2021-31 was approved, the following changes were authorised by Council for the

2021/22 financial year. These also impacted the debt.

Variations to 10-Year Plan 2021-31 (Year 1) approved by Council

Profit and Loss $000
10-Year Plan (Year 1) Net Surplus/(Deficit) Before Tax 7,601
Changes authorised by Council:

Adjust budget for capital revenue as a result of carry forwards 2,301

Adjustment to carryforward of DIA 3 waters operating revenue 744

Adjustment to carryforward of DIA 3 waters operating expense (744)

Carry forward of support for community relief efforts post COVID-19 (131)
Revised Budget 2021/22 Net Surplus/(Deficit) Before Tax 9,771
Capital Expenditure $000
10-Year Plan (Year 1) Capital Expenditure 97,994
Changes authorised by Council:

Adjust budget carry forwards 4,044
Revised Budget 2021/22 Capital Expenditure 102,038

Variations to 10-Year Plan 2021-31 (Year 1) approved by Chief Executive

The Delegations Manual provides that the Chief Executive may approve transfers of budgets where this will
best achieve the outcome intended and savings can be made to offset the authorised increase. Where the
amounts authorised cross activities, these are required to be reported quarterly to the Finance and

Performance Committee.

Profit and Loss

Budget change

Activity

$000

Correction to administrative error in
budgeting process where expenses were
attached to incorrect activity

Wastewater Expense (297)
Water Expense 297

Active Community offsetting increase in
revenue and expense due to CET Arena
community subsidies

Active Communities Revenue 350
Active Communities Expense 350

Corporate Support offsetting increase in
both revenue and expenses due to Warm up
Palmy

Organisational Performance Revenue 31
Organisational Performance Expense 31

Capital New Programme $000
Activity
Connected Communities 161-Public Toilets - New City-wide Toilets 297
1850-City Growth - City Reserves - Memorial Park - (297)
Active Communities Capital New
Roading 244-City Centre Streetscape Plan - Square East (555)
City Shaping 2122-CBD Streets for People 555
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AtHachment 7 - Personnel

FTE Count Across Council

665 687

624

|9g]
|
195

800
F00
600
500
400
300
200
100

PNCC currently has a funded staffing level of 687 FTE and an actual level of 584 FTE with current gap of 103
(15%). The labour market (regional and national) remains extremely challenging and management is
actively utilising both operational and strategic levers to improve our attraction and retention.

Note: PNCC's staffing budget is based on Full Time Equivalents (FTE) whereas our vacancies and turnover
are based on headcount (the number of people).
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September year to date spend is $14,542 against a full year budget of $42,000.

Aleisha Rutherford
LGNZ Conference
Blenheim

15-17 July 2021

Orphee Mickalad
LGNZ Conference
Blenheim

15-17 July 2021

Rachel Bowen

Affordable Housing Development
& Investment Seminar.

Auckland

17 August 2021

Billy Meehan

Vision for Ageing in Aotearoa
Online

30 September to 1 October 2021

Zulfigar Butt
LGNZ Conference
Blenheim

15-17 July 2021

Susan Baty

Affordable Housing Development
& Investment Seminar.

Auckland

17-18 August 2021 (Flew home
early due to lockdown)

Renee Dingwall

Affordable Housing Development
& Investment Seminar.

Auckland

17-18 August 2021 (Flew home
early due to lockdown)

Renee Dingwall
LGNZ Conference
Blenheim

15-17 July 2021

Patrick Handcock

Affordable Housing Development
& Investment Seminar.

Auckland

17-18 August 2021 (Flew home
early due to lockdown)

Lew Findlay

Vision for Ageing in Aotearoa
Online

30 September to 1 October 2021
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MEMORANDUM

TO: Finance & Audit Committee

MEETING DATE: 27 October 2021

TITLE: Treasury Report - 3 months ending 30 September 2021
PRESENTED BY: Steve Paterson, Strategy Manager - Finance
APPROVED BY: Stuart McKinnon, Chief Financial Officer

RECOMMENDATION(S) TO FINANCE & AUDIT COMMITTEE

1. That the performance of Council’s treasury activity for the 3 months ending 30
September 2021 be noted.

1. ISSUE

To provide an update on the Council’'s freasury activity for the 3 months ending 30
September 2021.

2. BACKGROUND

The Council’'s 10 Year Plan 2021-31 forecast additional debt requirements for 2021/22
of $49.5m would need to be raised during the year to fund the $67.5m of new
capital expenditure programmes (including assumed carry forwards from 2020/21).
In July 2021 the Council resolved to specifically authorise the raising of up to $50m of
additional debt. In September 2021 the Council approved increasing the new
capital expenditure programme for the year by a further $4.2m (with associated
external funding of $2.3m) due to a revised assessment of the level of carry forwards
from 2020/21, though there was no change to the formal resolution approving
increased debt levels as there was a high likelihood the full capital expenditure
programme for the year would not be achieved.

Council's Financial Strategy (updated version adopted 7 July 2021) contains the
following ratios which the Council has determined to be prudent maxima:

. Net debt as a percentage of total assets not exceeding 20%

. Net debt as a percentage of total revenue not exceeding 200%

. Net interest as a percentage of total revenue not exceeding 15%

. Net interest as a percentage of annual rates income not exceeding 20%

An updated version of the Treasury Policy (embracing the Liability Management and
Investment Policy), adopted by the Council in August 2020, also contains a number
of other criteria regarding debt management.
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3. PERFORMANCE

Following the annual review published on 3 May 2021 Council’s S&P Global Rating’s
credit rating remained unchanged at AA / A-1+.

Schedule 1 atfached shows the details of Council’s debt as at 30 September 2021.
Debt levels were within the policy parameters outlined in section 2 of this report.

The summarised gross term debt movements are shown in the following table:

10YP Budget | Actual -3
for year months
(2021/22) | (2021/22)
$000 $000
Debt Balance at 1 July 2021 163,163 166,125
New Debft # 49,184 20,000
Debt repayments # (2.125)
Closing Balance 212,347 177,000
Comprising:
Bank advance (on call)
LGFA short ferm advance
LGFA & Council stock 177,000

# A portion of the Council’'s debt is drawn on a daily basis — daily drawdowns and
repayments are not included in these figures but the net draw or repayment for the year
to date is shown as part of new debt or debt repayment as appropriate.

Gross debt at 30 September 2021 was $177m compared with $166.125m at 1 July
2021. $10m of this sum was raised in advance to prefund debt maturing on 5 April
2022.
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Movements in recent years are shown in the following graph:

190,000 Gross & Net Debt
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Actual finance costs incurred during the 3 months (including interest, line fees and
the effects of payments relating to swaps) amounted to $1.23m compared with the
budget for the year of $5.09m. $16k of this expense related to $10m of new loans
raised in July 2021 to prefund debt maturing on 5 April 2022. This cost was more than
offset by unbudgeted interest income of $23k received from short term investment of
this $10m. The effective average interest rate for the quarter was 2.8% and this was
the same as the budgetary assumption.

The Council has entered financial instruments related to its debt portfolio utilising
swap trading lines established with Westpac, ANZ and BNZ. The details of these are
shown in Schedule 2 atfached.

The value of these instruments is measured in terms of its ‘mark-to-market’, i.e. the
difference between the value at which the interest rate was fixed and the current
market value of the fransaction. Each of these transactions was valued at the date
they were fixed and again at the reporting date. Financial reporting standards
require the movement in values to be recorded through the Council’'s Statement of
Comprehensive Income (Profit & Loss Account). They have been revalued as at 30
September 2021 and show a reduction in the book value liability of $2.98m for the
quarter.

Swaps with a notional value of $5m matured during the quarter.
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The Council’'s Treasury Policy contains guidelines regarding the measurement of
treasury risk as follows:

Funding and liquidity risk is managed by the Council maintaining a pre-set
portion of its debt in a range of maturity periods, eg. < 3 years, 3 - 7 years, 7
years +.

Interest rate risk is managed by the Council maintaining the ratio of debt that
is subject to floating versus fixed interest rates within pre-set limits.

The position compared to the policy is illustrated in the graphs in Schedule 3
aftached.

The funding & liquidity risk position can be summarised as follows:

Council’s liquid position complies with policy

Since 30 June $20m of term debt has been raised. $10m of this is to pre-fund
debt maturing in April 2022 and has been invested in the meantime at a rate
that more than covers the cost of the interest expense. The remainder is
funding activity in the 2021/22 year.

A further $5m of new term debt to pre-fund debt maturing in August 2022 is
programmed to be raised on 18 October through the LGFA tender.

The interest rate risk position describes the portion of the overall forecast debt that is
fixed versus floating and can be summarised as follows:

There is significant uncertainty about forecast levels of future debt - this very
much depends on a number of factors including future Council decisions on
the proposed capital expenditure programme and Government decisions on
the future structure of the provision of three waters.

At the present time the strategy being adopted is to use the forecast debt
figures from the recently adopted 2021-31 10 Year Plan but reducing them by
30% each year. Past experience is the Council has struggled to deliver its full
programme of budgeted work so it is prudent to assume this reduced
requirement. Failing to do this would likely lead to the Council’s portfolio
becoming over hedged.

At the present time projected debt levels that exclude debt assigned for
three waters programmes are also being considered to make sure the
Council is not over hedged if water related debt is effectively transferred (or
paid off) on 30 June 2024.

At the present time interest rates are being fixed at or near policy minimums
based on the debt forecasts mentioned above and that is the position as at
30 September. This approach is kept under constant review in the light of
changing market conditions.

As at 30 September 2021 all policy targets had been met.
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Council’'s credit lines with the banks include a $18m three-year credit facility with
Westpac Bank (maturing 31 July 2022) and a revolving $25m three-year facility with
ANZ Bank (maturing 31 March 2024). To ensure appropriate liquid funding lines are in
place the facility due to mature in 2022 has been renewed for four years from

October 2021.
4. CONCLUSION & NEXT STEPS

Finance costs for the year (including interest, line fees and the effect of swaps) was
$1.23m compared with budget for the year of $5.09m.

In conjunction with Council’s treasury advisors hedging instruments are regularly
reviewed in an effort to ensure the instruments are being utilised to best advantage
as market conditions change. The level of hedging cover is also reviewed as the
forecasts of future debt levels are revised.

Council’s borrowing strategy is continually reviewed, in conjunction with Council’s
treasury advisors, to ensure best advantage is taken of Council’s quality credit
rating. In recent weeks there has been upward market movement in NZ short term
interest rates (90 Bank bill rates) and these will be reflected in the 90 interest rate
resets for Council’s floating rate borrowing. However margins for present borrowing
are fixed. Council's hedging strategy is based on the use of forward start swaps.
These are influenced by international market movements for long term bonds and
there has been little movement in these.

A further performance report will be provided after the December 2021 quarter.

5. COMPLIANCE AND ADMINISTRATION

Does the Committee have delegated authority to decide? Yes
Are the decisions significant? No
If they are significant do they affect land or a body of water? No
Can this decision only be made through a 10 Year Plan? No

Does this decision require consultation through the Special | No
Consultative procedure?

Is there funding in the current Annual Plan for these actions? Yes

Are the recommendations inconsistent with any of Council’s policies or | No
planse

The recommendations contribute to Goal 5: A Driven & Enabling Council

This report outlines the outcomes of a fundamental administrative activity of the
Council.

Contribution  to | Managing the Council’'s treasury activity is a fundamental
strategic component of day to day administration of the Council.
direction and to

social,

economic,
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ATTACHMENTS

1. Schedules1to34 %@
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PALMERSTON NORTH
CITY COUNCIL
PALMERSTON NORTH CITY COUNCIL

Schedule 1 - Debt levels & Prudent Borrowing Ratios

Palmerston North City Council

Term Debt as at 30 September 2021

1. Loan Stock on Issue - Council debentures Current
Issue Date Term Principal Margin Interest Maturity Date as at Interest Reset
over BKBM Rate 30/09/2021 Rate Date
FRN 5 Aug 16 6 5,000,000 0.6300%  1.2750% 5-Aug-2022 5,000,000 Floating Qtrly 5-Nov-21,
5,000,000

2. Loan Stock on Issue - Borrowed from LGFA

LGFA 13 Apr 15 7 10,000,000 0.3300%  0.6700% 5-Apr-2022 10,000,000 Floating Qtrly 5-Oct-21
LGFA 18 Aug 14 9 10,000,000 0.6325% 1.0425% 17-Apr-2023 Floating Qtrly 15-Oct-21
LGFA 15 Apr 20 3 10,000,000 0.7350% 1.0750% 17-Apr-2023 Floating Qtrly 15-Oct-21
LGFA 23 Jul 18 6 15,000,000 0.5525%  0.8925% 15-Apr-2024 Floating Qtrly 15-Oct-21
LGFA 15 Apr 20 4 5,000,000 0.7850% 1.1250% 15-Apr-2024 Floating Qtrly 15-Oct-21
LGFA 6 Sep 17 7 6,000,000 0.6000% 1.1400% 15-Sep-2024 Floating Qtrly 15-Dec-21
LGFA 6 Sep 17 8 6,000,000 0.6600% 1.0700% 15-Apr-2025 Floating Qtrly 15-Oct-21
LGFA 28 Jan 20 5 8,000,000 0.5400%  0.9500% 15-Apr-2025 Floating Qtrly 15-Oct-21
LGFA 13 Jul 20 5 5,000,000 0.6700% 1.0800% 15-Apr-2025 Floating Qtrly 15-Oct-21
LGFA 22 Mar 18 8 5,000,000 0.7250% 1.1350% 15-Apr-2026 Floating Qtrly 15-Oct-21
LGFA 17 Jun 19 7 7,000,000 0.6525% 1.0625% 15-Apr-2026 Floating Qtrly 15-Oct-21
LGFA 11 May 20 6 5,000,000 0.6600% 1.0700% 15-Apr-2026 Floating Qtrly 15-Oct-21
LGFA 13 Jul 20 6 5,000,000 0.7225% 1.1350% 15-Apr-2026 Floating Qtrly 15-Oct-21
LGFA 16 Mar 15 12 5,000,000 0.4575%  0.8675% 15-Apr-2027 Floating Qtrly 15-Oct-21
LGFA 8 Jun 15 12 5,000,000 0.4525%  0.8625% 15-Apr-2027 Floating Qtrly 15-Oct-21
LGFA 11 Aug 20 7 10,000,000 1.1200% 15-Apr-2027 Fixed
LGFA 9 Feb 21 6 5,000,000 1.3579% 15-Apr-2027 Fixed
LGFA 17 Dec 18 10 5,000,000 0.7875% 1.1975% 18-Apr-2028 Floating Qtrly 15-Oct-21
LGFA 7 Oct 19 9 5,000,000 0.7100% 1.1200% 18-Apr-2028 Floating Qtrly 15-Oct-21
LGFA 11 Aug 20 8 10,000,000 0.8300% 1.2400% 18-Apr-2028 Floating Qtrly 15-Oct-21
LGFA 17 Dec 18 11 10,000,000 0.8225% 1.2325% 15-Apr-2029 Floating Qtrly 15-Oct-21
LGFA 12 Jul 21 8 10,000,000 0.3950%  0.7227% 20-Apr-2029 Floating Qtrly 20-Oct-21
LGFA 12 Jul 21 9 10,000,000 0.4350%  0.7579% 15-Apr-1930 Floating Qtrly 15-Oct-21
172,000,000
3. Bank facilities
ANZ ($25m) - 31-Mar-2024' Reset at any time
* plus line fee of 0.22%
Westpac ($18m) On call - 1.330% 31-Jul-2022' Reset at any time

* plus line fee of 0.27%
4. Short term facility from LGFA

Total as at 30 September 2021 177,000,000 15,000,000
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= Housing loans
M LGFA short term advance
m Commercial Paper

= Bank loan

mLGFA stock

m Council stock

The Financial Strategy contains a series of ratios that the Council has determined to be prudent
maxima. The chart below shows the actual results for since 2014/15 compared to those ratios.

200

Actual compared with prudent borrowing limits (%age)

200

180

160
140

120

@ Policy Maxima
30/06/2015
30/06/2016

1 30/06/2017
30/06/2018
30/06/2019

= 30/06/2020
30/06/2021

m30/09/2021

100

A The Net Debt/Total Assets ratio is provisional as at 30 June & 30 September 2021 as it awaits
finalisation of the calculation of the total assets figure.
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Schedule 2 — Interest Rate Swaps

Palmerston North City Council

Interest Rate Swaps as at 30 September 2021

Council pays fixed & receives floating on a quarterly basis Current Value at
Bank Trade Date Deal No Amount Start Date Maturity Fixed Interest Floating Reset date 30-Sep-21
$m rate rate

Westpac 8-May-14 3673014 5.0 9-Jun-14  7-Sep-21 6.060% 0.320% Matured 7 Sep 21
Westpac 8-May-14 3672892 5.0 10-Jul-14  11-Apr-22 5.690% 0.320% 11-Oct-21 (187,765)
ANZ 20-Jun-14 9572093 50 15-Dec-14  15-Jun-23 4.840% 0.540%  15-Dec-21 (304,251)
Westpac 18-Jul-14 3787822 6.0 29-Sep-15 29-Sep-23 4.850% 0.650%  29-Dec-21 (404,518)
ANZ 28-Nov-14 10730910 5.0 15-Dec-17  15-Jun-24 4.500% 0.540%  15-Dec-21 (396,650)
ANZ 28-Nov-14 10730993 5.0 10-Apr-18  10-Oct-24 4.515% 0.320% 11-Oct-21 (472,205)
ANZ 3-May-17 15995740 6.0 22-Jul-19  21-Apr-22 3.350% 0.450% 21-Oct-21 (117,781)
BNZ 10-Jul-19 384538896 5.0 31-Jul-19  21-Jul-22 1.345% 0450%  21-Oct-21 (23,383)
ANZ 29-Nov-18 18984011 5.0 6-Dec-19 6-Sep-23 2.555% 0.500% 6-Dec-21 (116,796)
Westpac 28-Nov-14 4040149 50 10-Jan-20 10-Jan-24 4.585% 0.320%  11-Nov-21 (393,283)
ANZ 29-Nov-18 18984258 2.0 6-Mar-20  6-Mar-29 3.095% 0.500% 6-Dec-21 (145,423)
Westpac 28-Nov-14 4040489 7.0 8-Jun-20  8-Dec-22  4.5675% 0.515% 8-Dec-21 (298,867)
Westpac 25-Feb-15 4218128 5.0 7-Sep-20 9-Sep-24 3.990% 0.515% 7-Dec-21 (351,300)
ANZ 25-Feb-15 11281075 3.0 16-Nov-20 15-Nov-24 3.990% 0.670%  15-Nov-21 (225,753)
Westpac 18-Jan-16 4910927 5.0 9-Dec-20 9-Jun-25 3.970% 0.530% 9-Dec-21 (411,670)
Westpac 25-Feb-15 4218131 5.0 8-Jun-21  10-Jun-24 3.990% 0.515% 8-Dec-21 (328,423)
Active total at 30 Sep 21 74.0 (4,178,068)
Westpac 26-Feb-16 5013577 5.0 11-Apr-22  12-Jan-26 3.635% 11-Apr-22 (304,179)
ANZ 27-Nov-17 17029213 5.0 15-Jun-23  15-Jun-27 3.7675% 15-Jun-23 (292,181)
ANZ 27-Nov-17 17029223 6.0 29-Sep-23 29-Jun-27  3.7875% 29-Sep-23 (326,146)
ANZ 27-Mar-18 17670250 50 15-Jun-24  15-Jun-29 3.840% 15-Jun-24 (326,251)
ANZ 27-Mar-18 17670276 50 10-Oct-24  10-Jan-31 3.920% 10-Oct-24 (390,583)
ANZ 27-Mar-18 17670295 5.0 10-Jun-24  10-Jun-32 3.935% 10-Jun-24 (481,112)
BNZ 27-Feb-20 384575543 7.0 8-Dec-22  8-Dec-28  1.3375% 8-Dec-22 352,024
ANZ 13-Oct-20 22956802 10.0 15-Apr-22  15-Apr-28 0.4025% 15-Apr-22 966,574
Westpac 25-Jun-21 9002142 10.0  15-dun-22  15-Jun-28  1.8200% 15-Jun-22 188,043
Westpac 25-Jun-21 9002154 10.0 15-Sep-22 15-Sep-28 1.9000% 15-Sep-22 169,141
Westpac 25-Jun-21 9002127 10.0 15-Mar-23 15-Mar-28  1.9400% 15-Mar-23 133,127
Westpac 25-Jun-21 9002104 10.0  15-Jun-23  15-Sep-27  1.9325% 15-Jun-23 113,358
Forward start total at 30 Sep 21 88.0 (198,185)
(4,376,253)
Current (2,210,457)
Term (2,165,796)
(4,376,253)
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Schedule 3 - Risk Exposure Position

Funding & Liquidity Risk Position — proportions of Debt within pre-set maturity bands

Funding and liquidity risk timeline

$60M
$40M
$20M T
$20M $22m $20M $20M
] o
$OM

($10M)

2 4 6 8
@®FRNs @ Drawn bank facilities @ Fixed rate bonds @ Undrawn bank facilities @ CP @ Linked deposits

Funding summary

Bucket (years) Maturing in period ($) Policy Actual
-
0-3 94,000,000 15% - 60% 45%
3-7 86,000,000 25% - 85% 41%
7-15 30,000,000 0% - 60% 14%
Total 210,000,000 100%
Liquidity Ratio Gross external debt at 30 Sep 2021:
Policy: >=110% $177,000,000

Actual at 30 Sep 2021 126%
Undrawn bank facilities at 30 Sep 2021:
$43,000,000
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Interest Rate Risk Position — proportions of forecast Debt subject to floating versus fixed

interest rates within pre-set policy limits

As at 30 Sep 2021

Total fixed rate instruments

Fixed proportions each
year compared with policy
— based on 10YP debt

$89 000,000 forecast (with 30%
,000, haircut)

Weighted average fixed rate of fixed rate Interest rate summary

instruments # Bucket Min Max Actual

3.53% 1 0-12 40% 90% 50°
2 12-24 35% 85% &
3 24-36 30% 80%

Weighted average term of fixed rate 4 36-48 25% T75%

. 5 48-60 20% 70%

instruments e o e

5.4 years 7 72-84 0% 60%
8 84-96 0% 50%
9 96-108 0% 50% 2%
10 108-120 0% 50% 2%
11 120-132 0% 25% 1%
12 132-144 0% 25% 0%
13 144-156 0% 25% (0%
14 156-168 0% 25% 0%

Interest rate risk timeline

@ Total fixed rate @Debt forecast @ Policy minimum @ Policy maximum @ Fixed rate debt

$700M

$600M

$500M

$400M

$300M

$200M

$100M W_\L\—\_\_‘k

SOM
2022 2024 2026 2028 2032 2034

The shaded portion reflects the fixed portion of the forecast debt based on 10YP with 30%

haircut
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Interest rate risk timeline

@ Total fixed rate @ Debt forecast @ Policy minimum @ Policy maximum @ Fixed rate debt
$350M

$300M

$250M

$200M

$150M

$100M

$50M

)

$OM
2022 2024 2026 2028 2030 2032 2034

The shaded portion reflects the fixed portion of the forecast debt (excluding three waters)
based on 10YP with 30% haircut
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MEMORANDUM

TO: Finance & Audit Committee

MEETING DATE: 27 October 2021

TITLE: Assurance Report - Independent Progress Update on Asset

Management Planning Maturity Assessment

PRESENTED BY: Masooma Akhter, Business Assurance Manager
APPROVED BY: Sheryl Bryant, Assistant Chief Executive

RECOMMENDATION(S) TO FINANCE & AUDIT COMMITTEE

1. That the Memorandum titled ‘Assurance Report - Independent Progress Update
on Asset Management Planning Maturity Assessment’ and its attachment,
presented to the Finance & Audit Committee on 27 October 2021, be received for
information.

1. ISSUE

The Business Assurance plan for 2021/22 endorsed by Council on 21 December 2020
required this review.

2, BACKGROUND

In 2019, a maturity assessment was undertaken by an independent consultant
(Infrastructure Associates). Subsequently, a progress report was presented to the
Infrastructure Committee in September 2020 by the Asset and Planning Manager.

The objective of this review is to provide an independent view on the current status
of the recommendations from the maturity assessment that were made to assist
PNCC to move info an intermediate level of maturity.

3. NEXT STEPS

The agreed action plan will be followed up by the Business Assurance division in due
course. The results will be reported back to this Committee through the 6-monthly
accountability reporting.

To ensure PNCC is on the right tfrack and to confirm an updated maturity status, a
subsequent maturity assessment review is being considered for the next Business
Assurance Plan (to be presented to and approved by Council early 2022).
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4, COMPLIANCE AND ADMINISTRATION

Does the Committee have delegated authority to decide? Yes

Are the decisions significant? No

If they are significant do they affect land or a body of water? No

Can this decision only be made through a 10 Year Plan? No

Does this decision require consultation through the Special | No
Consultative procedure?

Is there funding in the current Annual Plan for these actions? Yes

Are the recommendations inconsistent with any of Council’s policies or | No

plans?e

The recommendations confribute to Goal 5: A Driven & Enabling Council

The recommendations contribute to the achievement of action/actions in (Not
Applicable)

Conftribution to | This report is presented as a business assurance activity in
strategic response to the business assurance plan endorsed by Council.
direction and to

social,

economic,

environmental
and cultural well-
being

ATTACHMENTS

1. Assurance Report - Progress Update on Asset Management
Planning Maturity Assessment 4
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Asset Management

Planning Review

Progress Update on 2019
Maturity Assessment

Report By:
Business Assurance Division
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Executive Summary
Background, Objective & Scope

The Asset Planning Division (APD) commissioned a Maturity Assessment in July 2019. The purpose of
the assessment was to identify gaps in the Council’s approach to asset management practice and to
inform the APD’s improvement work programme to close those gaps.

In 2019, a maturity assessment was undertaken by an independent consultant (Infrastructure
Associates). Subsequently, a progress report was presented to the Infrastructure Committee in
September 2020 by the Asset and Planning Manager.

Following the finalisation of the maturity assessment, the organisation was deemed to be meeting
just over minimum practice. Therefore, the recommendations made were to assist with improved
practice above minimum requirements. In response, the Asset Planning Division was established
(November 2019) and a new team formed. The team developed an Asset Management Improvement
Plan (AMIP) that addressed the recommendations from the maturity assessment and other
improvement initiatives. It was well understood by the organisation that this was a multi-year journey
that would require significant resources (confirmed through the 2021-31 LTP) to reach the
recommended maturity. As such, progress against the recommendations were not intended to be
immediately apparent.

The objective of this review is to provide an independent view on progress made and the current
status of the recommendations from the maturity assessment, that were made to assist PNCC to move
into an intermediate level of maturity.

Summarised Findings from the Maturity Assessment

The assessment framework used a scoring system developed from the International Infrastructure
Management Manual (IIMM) 2015. The score and maturity assessment are defined in the table below:

Minimum Core \ Intermediate
21-40 41-60 \ 61-80

The organisation is aware of the need, but has not yet implemented, the process or practice

Minimum Basic level processes and practices are in place

Core Well defined and clearly linked processes and practices are in place

Intermediate Well defined and clearly linked processes and practice are in place and well understood
throughout the organisation

Integrated processes and practices use advanced techniques and are being continually
improved to deliver optimum performance
Table 1: Score and maturity assessment

Overall, in 2019 PNCC was scored a 51 placing us at a core level of maturity in the management of
assets as measured by the IMM. The recommended target score is 80 (Intermediate) across all
PNCC’s Asset Management Activities.
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Current State Summary as at June 2021

As at June 2021, all recommendations from the 2019 maturity assessment were reviewed and a
current status confirmed. Items that were marked as completed were further tested and completion
was validated. Per our testing, the current state of the 125 recommendations from 2019 is
summarised into the following table:

Total ‘

Not
Started ‘
High 15 10 37 62
Medium 10 10 41 61
Low - - 2

2
Grand Total 25 p] 80 125

It is acknowledged that 20% of recommendations have been actioned to date. The main reason for
this being that the focus was directed towards the development of the Long-Term Plan (LTP) and
seeking funding for further responsibility improvements in the LTP 2021-2031. However, those that
have been completed are primarily in relation to the Managing Risk and Audit and Improvement
elements, which were rated as the weakest areas in the last maturity assessment. It is expected that

Priority/ Status Completed ‘ In Progress

these elements would now be at an appropriate maturity level.

For further breakdown, status of recommendation items by Activity can be found in the detail of this
report (Pg. 8).

Action Plan

Please see an image below for an anticipated timeline to achieving an “Intermediate Level” of maturity
across all PNCC’s Asset Management Activities measured by the IIMM. The white square is where
PNCC currently is in the process.

Figure 1: Timeline

Sept 2020 Nov 2020-Feb
Sept 2019 Findings of Sept 2020 - 2021
Aug 2019 Findings of Maturity Feb 2021 Project March 2021 - July 2022 onwards
Maturity Maturity Assessment 10YP Support planning for July 2022 Improvement
Assessement Assessment Presented to and AMP the delivery of Roll-out of tasks
Undertaken Presented to Infrastructure preparation the delivery of AMIP Implementation
ELT Committee improvement tasks
plan

Undetermined
Intermediate
Maturity
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The timeline for achieving an “Intermediate” maturity is undetermined at this point in time, mainly
due to:

i) The extent of resources required by individual recommendations is driven by complexity and
potentially unknown barriers that cannot be quantified with certainty until the work is
initiated.

The infrastructure unit having sufficient resources to progress the recommendations.

This is the first time the Council has operationalised an Asset Management Improvement Plan
(AMIP). For this reason, the expected rate of asset management maturity improvement will
take time to emerge as the rhythm of the work programme evolves over the next twelve to
eighteen months.

Even though we are unable to determine when PNCC will achieve an “Intermediate” level of maturity,
we have an indicative Action Plan (pg. 12-18) which will assist to progress the recommendations
raised. Additionally, to ensure PNCC are on the right track and confirm an updated maturity status, a
subsequent maturity assessment review is being considered for the next business assurance plan (to
be presented to and approved by Council in early 2022). Should another maturity assessment be
completed then, the current action plan will be updated and presented to Elected Members.

Management Comments

Comments have been requested from the Asset Planning division (pg. 10-11). Specific comments have
been requested from management to describe:

i) Elaboration on current status
ii) What are the foreseeable potential obstacles which may cause interferences, and do we
have sufficient resources in regard to achieving an “Intermediate” level of maturity?

General
We would like to extend our appreciation to staff for their very good assistance in completing this
review.

Prepared By: Reviewed By:

Yui-teng Chan Masooma Akhter
Internal Auditor Business Assurance Manager
11 August 2021 11 August 2021
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Summary of 2019 Maturity Assessment

In 2019, an asset management maturity assessment was commissioned. The assessment concluded
that Council had traditionally maintained a very operational based approach to asset management
with little strategic focus. There was a heavy reliance on experienced staff to make key decisions, and
actions were often disjointed and without consideration of other parts of Council. Asset management
planning was focused on prescriptive, compliance-based plan templates that appear to have added
little value to most activities. Little evidence was noted that ELT and Elected Members had been
provided with well-considered and developed options through the asset management planning
process to make informed decisions.

It was expected that the restructure at the time would address these issues and that intent was
supported by the assessors.

Recommendations raised in the report by Infrastructure Associates were classified by Activity (eg.
Whole of Council, Roading, 3 Waters etc.) and Element (Policy and Strategy, Risk Management etc.).
Each recommendation has both an Activity and Element which it will improve and enable PNCC to
achieve “Intermediate” level of maturity when complete.

PNCC has a target score of 80 which will move us into an Intermediate maturity across all activities.
For definition of the scores, please see Table 1 (Pg. 3).

At a high level, some results by Activity were:

» The Property activity has the most opportunity for improvement with a maturity score of
42 out of 80 (target). Practice elements needing most improvement
include decision making, managing risk and service delivery.

The stormwater activity has the second greatest opportunity for improvement with a
maturity score of 49 out of 80 (target). Practice elements needing most improvement
include managing risk and audit and improvement.

The Parks and Reserves activity is best performing activity with a maturity score of 56 out
of 80 (target). Strengths include asset information systems, asset management plan
and operational planning.

The remaining activities range between a maturity score of 52-53 points out of 80
(target) . Areas for improvement across all activities are Managing Risk, and Audit
& Improvement.

Summary results are shown in the Table 2.1 and 2.2 below.
The figures and colours shown in the table represent the amount of improvement required in 2019
to reduce the “gap” between the current maturity score and the maturity target. Green shades

indicate small gaps between the 2019 maturity score and target score while red indicates where larger
gaps exist, and improvement is a greater priority.
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Table 2.1: Summary of 2019 Traffic Light Indicator Table (By Element)
Target Score to Total number of
2019 Score by  achieve Intermediate| Improvement Items
Rk . Overall Gap Score .
AMP Element Element Maturity (Varies for assigned to the
different elements) Element
Policy and Strategy 46 75

Levels of Service 51 85

Forecasting Demand 59 85

IAsset Register Data 66 85

IAsset Performance / Condition 52 80

Decision Making 39 80
25 80

Operational Planning 49 65

Capital Works Planning 57 80

Financial Planning 65 85

lAsset Management Leadership and 63 80
[Teams

IAsset Management Plans 56 80

lAsset Management Systems 40 77

IAsset Management Information Systems 70 75

Service Delivery 39 80

lAudit and Improvement 30 80

Total 51 80

Table 2.2: Summary of 2019 Traffic Light Indicator Table (By Activity)

Taraet Score to Overall Gap Score Total number of
2019 Score by . o . Averaged from all  Improvement Items
L achieve Intermediate o n
Activity . activities and assigned to the
Maturity e
rounded Activity
Roading and Parking

\Water Supply

\Wastewater

Stormwater

Parks and Reserves

Property

Rubbish and Recycling

\Whole of Council (Averaged from all activities|

and rounded)

Colour Legend — Gap scores from smallest to largest
10 15 20 35 40 45
ISmaller Gap (Stronger score in 2019 ent) » Larger Gap (Weaker Score in 2019 assessment)

A similar table will be redeveloped to present a current view once the next maturity assessment is
completed. To achieve intermediate level of maturity across all activities, Infrastructure Associates
raised a total of 125 recommendations. Each recommendation had a priority assigned based on the
table below:

Improvement recommendations are prioritised on the following basis:
Prioritisation is based on contribution of improvements to:

1. Asset management capability

2. Efficiency savings

3. Business risk
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Status of Findings as at June 2021

Through testing performed, the following was prepared to summarise the state of recommendations
under each Council activity. The Asset Planning Division advised of the current status of each
recommendation. Those marked as “Not Started” and “In Progress” were scanned to ensure that this
status appeared reasonable. Audit evidence was sighted for those marked as “Completed” and status

was confirmed.

Section 1: Findings and Status Grouped by Priority Level and Council Activity

Status/ Priority

Completed

In Progress

Not Started

Total for Whole of Council

Completed

In Progress

Not Started

Total for Parks and Reserves

Completed

In Progress

Not Started

Total for Property

Completed

ing and Parki
1

In Progress

Not Started

Total for Roading and Parking

Completed

In Progress

Not Started

Total for 3 Waters

Completed

sh and Recycli

Not Started

Total for Rubbish and Recycling
Grand Total

62

3
61

125

It was noted that 13 out of the 25 completed recommendations were in relation to the “Managing
Risk” and “Audit Improvement” elements. Both these elements were concluded as requiring urgent
attention with greatest potential for improvement in 2019 (Pg. 7). By implementing these
recommendations, both these elements are now considered to be at an appropriate maturity level for

our organisation.
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Section 2: Detail of Completed ltems

During testing, the following recommendations from the 2019 maturity assessment were marked as

completed. Evidence has been sighted to confirm the completion.

Activity: Whole of Council |Element |

Complete development of SAMP to bring all Council wide activities together.
Refresh the Growth Infrastructure Plan for the new Statistics NZ data available late
20109.

Adopt a Risk Management Policy.

Establish a Risk Management framework based on good practice.

Develop standard operating policies, processes, and procedures for risk
management.

Develop and implement a risk management information system.

Complete implementation of the new Infrastructure Unit structure and associated
recruitment process.

Present findings of this review and PNCC high level improvement action plan to
the ELT.

Focus on Division and individual asset management capability development.
Complete a review of AMP templates and formats to more effectively align with
Council's needs and activities.

Ensure that the AMP development is a collaborative process.

Establish a formalised monitoring and reporting system on asset management
improvement progress.

Establish a formal organisational improvement plan based on the
recommendations in this report and other sources. The plan should show
responsibilities, milestones, and budgets.

Policy and Strategy
Forecasting Demand

Managing Risk
Managing Risk
Managing Risk

Managing Risk
AM Leadership and Teams

AM Leadership and Teams

AM Leadership and Teams
Asset Management Plans

Asset Management Plans

Audit and Improvement

Audit and Improvement

Activity: Parks & Reserves m

Review parks and reserves levels of service performance measures.

Develop an asset condition survey schedule that targets critical assets more
frequently than non-critical assets.

Review risk events section of Parks Asset Plan to ensure all risk events have been
identified.

Confirm the scope of the Parks and Reserves AMP.

Along with other activities, develop combined Council asset management
improvement plan.

Levels of Service

Asset Register Data

Managing Risk
Asset Management Plans

Audit and Improvement

Activity: Property m

Along with other activities, develop combined Council improvement plan.

Audit and Improvement

Activity: Roading & Parking | Element |

Along with other activities, develop combined Council improvement plan.
Review network service contract to provide more condition data collection into
Council systems

Assess options for the form of contract suitable for the network and the area,
including the need to assess and report asset condition, performance, risk, and
remaining life.

Audit and Improvement
Asset Performance /
Condition

Managing Risk

Activity: 3 Waters (Element |

Assess risk of stormwater flooding due to climate changes and the impact of
demand resulting from infill development on existing infrastructure.
Along with other activities, develop combined Council improvement plan.

Activity: Rubbish and Recycling

Along with other activities, develop combined Council improvement plan.
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Audit and Improvement

Audit and Improvement
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Management Comment by Asset and Planning Manager

Background / Current Status

The development of the current LTP (2021-2031) has been informed by the previous asset maturity
model. In particular, there has been concerted focus on developing the Asset Management
Improvement Plan (AMIP) and seeking funding in the LTP for high priority activities.

The Asset Planning Division (APD) provided Elected Members with an update on the progress of Asset
Management (AM) planning in September 2020. In that report we presented the findings of an
independent AM Maturity Assessment (AMMA) and noted the development of a reporting system to
monitor the progression of our Asset Management Improvement Plan (AMIP) tasks.

The report also noted that while improvement plan tasks were listed in the 2017 Asset Management
Plans (AMPs) these tasks were not budgeted for or operationalised.

The AMMA is an important tool used in the audit and improvement of AM practice and is a key input
into the development of the AMIP. The AMIP is a key instrument in driving improvement in Council-
wide asset management practice through a continuous cycle of improvement planning.

Since September 2020, the APD’s work programme has primarily been focused on the development
of the programme of works and AMPs to support the 10 Year Plan (10YP). The final AMP documents
will be finalised soon after the completion of the 10YP to reflect any late changes to programmes.

The next step in the APD’s three yearly work cycle is the advancement of Council’s corporate AMIP.
AMIP items come from 3 main areas of the business:

AMMA recommendations (AMMA recommendations are a sub-set of the wider corporate AMIP)
Improvement items from Council’s AMPs

Recommendations contained in other business process audits such as the Independent Asset
Valuation Peer Review Report and Waka Kotahi’s (NZTA) Investment Audit Report.

The full scope of the AMIP has been confirmed now that the 10YP and associated supporting
programme has been finalised. The APD commenced the project planning phase of the AMIP in May
2021.

This is first time the Council has funded and operationalised a formal corporate AMIP. Initial project
planning indicates over 300 improvement items spread over:

e 16 asset management practice areas
e 7 activity areas (3 Waters, Transport, Property, Parks and Reserves, and Resource Recovery)

e  Other Units of Council (Finance, Procurement, and Risk Management)

Collectively the AMIP items represent a large body of work that will take 5 or more years to work
through. The Council is currently at a ‘Core’ level of maturity and improvement from a low base line
will take time. The continuous cycle of improvement planning means AMIPs are never completed. As
AM maturity improves over time the focus of improvement items become focused on other areas of
the business and the nature of items become increasingly targeted as AM practice improves.
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What are the obstacles for council in regard to meeting planned timelines to
achieving an “Intermediate” level of Maturity? Do we have sufficient resource?

In general, the extent to which the AMIP work programme is progressed over the next three years will
be dependent on:

- The ability to retain existing capability and institutional knowledge across the Infrastructure Unit
and the wider organisation.

Planned progress of the AMIP may be hindered by other work demands like information requests
to support the setting up of the water entities associated with 3 Waters Reform or if another
10YP process is triggered inside the usual 3-year cycle. If Council was asked to commence the
10YP process early the APD may need to re-allocate resource from the AMIP to updating AMPs
and reviewing Council’s programme of work.

Acceptance of the APD’s mandate to progress AM practice across the organisation. The core
purpose of the APD is to work to improve AM practice across the whole organisation. In this
regard, the AMIP is a key instrument to achieve the Division’s purpose.

Consultant availability and access to consultants with the right skillset(s) and experience. Many
of our improvement items require specific knowledge and experience. Procurement of the right
external resource is a risk to progress of the AMIP.

Many of the AMIP items involve organisational, process and policy change across Council. Change
management is an emerging issue and will need to inform our strategy to progress the AMIP. The
capability to absorb and give effect to the change associated with AMIP tasks will be variable
across the different parts of the organisation.

By Jono Ferguson-Pye, Asset Planning Manager
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COMMITTEE WORK SCHEDULE

TO: Finance & Audit Committee
MEETING DATE: 27 October 2021

TITLE: Committee Work Schedule

RECOMMENDATION(S) TO FINANCE & AUDIT COMMITTEE

1. That the Finance & Audit Committee receive its Work Schedule dated October
2021.

ATTACHMENTS

1.  Committee Work Schedule_October 2021 &
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