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9.4 QUARTERLY TREASURY MANAGEMENT COMPLIANCE REPORT 

Author: Anelise Horn, Manager Financial Accounting 

Authoriser: Mark de Haast, Group Manager  

  
PURPOSE OF REPORT 

1 This report provides confirmation to the Audit and Risk Committee of the Council’s compliance 
with its Treasury Management Policy (Policy) for the quarter ended 30 June 2019.. 

DELEGATION 

2 The Audit and Risk Committee has delegated authority to consider this report under the 
following delegation in the Governance Structure, Section B.3. 

Ensuring that the Council has in place a current and comprehensive risk management 
framework and making recommendations to the Council on risk mitigation. 

BACKGROUND 

3 The Policy sets out a framework for the Council to manage its borrowing and investment 
activities in accordance with the Council’s objectives and incorporates legislative requirements.  

4 The Policy mandates regular treasury reporting to management and the Council’s Operations 
and Finance Committee and quarterly compliance reporting to the Audit and Risk Committee. 

5 In order to assess the effectiveness of the Council’s treasury management activities and 
compliance to the Policy, certain performance measures and parameters have been 
prescribed. These are: 

 cash/debt position; 

 liquidity/funding control limits; 

 interest rate risk control limits; 

 counterparty credit risk; 

 specific borrowing Limits; and 

 risk management performance.  

DISCUSSION 

Cash/Debt Position 

6 Table 1 below shows the Council’s net debt position as at 30 June 2019 against full year 
forecast, budget and the prior year closing balance. 

 

 

 

 

 

Full Year 

Actuals

2018/19

Full Year 

Budget

2018/19

Full Year 

Variance

2018/19

Full Year 

2017/18

$000's $000's $000's $000's
External debt 210,000 226,175 (16,175) 205,000

less  borrower notes (3,360) (3,619) 259 (3,280)

less  cash investments (59,086) (60,000) 914 (53,552)

Net debt 147,554 162,556 (15,002) 148,168
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7 During the past quarter, the Council has issued $15 million of new debt towards prefunding the 
April 2020 and October 2020 debt maturities, bringing the total amount of new debt acquired 
during the past twelve months to $35 million. The funds were placed on term deposit as part 
of the Council’s prefunding programme, at the most favourable rates available in the market. 

8 $30 million of long term debt matured during March 2019. The full amount was funded through 
our prefunding programme and repaid from term deposits maturing on the day. 

9 The table below shows the movement in the Council’s gross debt balance for the past twelve 
months. 

 
 

10 As at 30 June 2019, the Council had $62.45 million of cash, term deposits and borrower 
notes on hand. This is broken down as follows:  

 

 
11 The Council is targeting through its financial strategy to keep net borrowings below 200% of 

total operating income. At 30 June 2019, the Council net borrowings as a share of operating 
income is 180%. 

  

Explained by:

TD                    

March 2019

 TD                       

Sept 2019

 TD                       

April 2020

 TD                       

Oct 2020

$000 $000 $000 $000 $000

Opening balance 1 July 2018 205,000     30,000             15,000            

35,000       -                  5,000              20,000             10,000         

Matured Long term debt and term deposits (30,000) (30,000)

      210,000                      -                20,000              20,000           10,000 

Borrowings
Gross 

borrowings

Total

Pre-funding borrowings 

New Long term debt and Term deposits 

issued YTD

Prefunding 

borrowings

Prefunding 

capex 

Borrower 

notes
Cash

Total cash, 

term 

deposits and 

borrower 

notes

$000 $000 $000 $000 $000

20,000 - - - 20,000

20,000 - - - 20,000

10,000 10,000

- 5,000 - - 5,000

- - - 4,086 4,086

- - 3,360 3,360

             50,000                5,000                3,360             4,086             62,446 

Surplus cash placed on TD for 18/19 Capital Works 

Programme

Term deposits & Borrower Notes

Total

LGFA debt maturing September 2019

Surplus cash  

Borrower notes held 

LGFA debt maturing April 2020

LGFA debt maturing Oct 2020



AUDIT AND RISK COMMITTEE MEETING AGENDA 12 SEPTEMBER 2019 

 

Item 9.4 Page 199 

12 The Council has not breached its upper borrowing limit as demonstrated in the chart below: 

 
 

Liquidity/Funding control limits 

13 Liquidity and funding management focuses on reducing the concentration of risk at any point 
so that the overall borrowings cost is not increased unnecessarily and/or the desired maturity 
profile is not compromised due to market conditions. This risk is managed by spreading and 
smoothing debt maturities and establishing maturity compliance buckets. 

14 Since October 2015 the Council’s treasury strategy has included a significant prefunding 
programme. The policy allows pre-funding of the Council debt maturities up to 18 months in 
advance, including re-financing. Market conditions have been favourable for this approach, 
where the Council draws down debt early and is able to invest the funds for a positive net 
return. Standard and Poor’s noted in their rating on 26 July, where they upgraded the Council’s 
rating two notches to AA, that they consider the Council’s liquidity coverage to be exceptional. 
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15 The graph below presents the Council’s debt maturity dates in relation to the financial year in 
which the debt was issued. This demonstrates that since 2016/17, the Council has actively 
reduced risk concentration by spreading debt maturity dates and debt maturity values.  

 

16 Debt maturities must fall within compliance buckets. The buckets are: 

Period  Minimum Maximum 

1 to 3 years 10% 70% 

3 to 5 years 10% 60% 

5 to 10 years 10% 50% 

10 years plus 0% 20% 

 

17 

 -

 5,000,000

 10,000,000

 15,000,000

 20,000,000

 25,000,000

 30,000,000

Debt issued by maturity 

Pre 16/17 (Debt) Actual 16/17 (Debt) Actual 17/18 (Debt) Actual 18/19 (Debt)
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For the quarter ending 30 June 2019, the Council has been fully compliant with its debt maturity 
limits, as shown by the chart below. The upper limits, as shown by dashed lines, relate to the 
bars of the same colour. For example, the 03-year upper limit of 70% is in blue. Actual 
maturities in the 03-year bucket are represented by the blue bars. 

 

 

Interest rate risk control limits 

18 The Council issues all debt on a floating rate basis, as lower interest rates are realised this 
way, and uses fixed interest rate swaps to minimise exposure at any one time to interest rate 
fluctuations.  

19 Without such hedging, the Council would have difficulty absorbing adverse interest rate 
movements. A 1% increase in interest rates on $210 million of gross debt would equate to an 
additional interest expense of $2.1 million per annum. Conversely, fixing interest rates does 
however reduce the Council’s ability to benefit from falling and/or more favourable interest rate 
movements. 

20 The objectives of any treasury strategy are therefore to smooth out the effects of interest rate 
movements, while being aware of the direction of the market, and to be able to respond 
accordingly. 

Major control limit 

21 The Policy ensures that, at any point in time, the total notional amount of all current interest 
rate risk management instruments (i.e. interest rate swaps) must not exceed the Council’s total 
actual debt.   

 

22 
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The table below shows that the Council’s hedging was fully compliant with this major control 
limit for the quarter ending 30 June 2019 as less than 100% of the external debt balance was 
fixed at any point in time.  

 

 

Master Fixed/Floating Risk Control Limit 

23 Exposure to interest rate risk is managed and mitigated through risk control limits.  

24 Hedging of the Council’s debt must be within the following fixed/floating risk control limits: 

 Minimum Maximum 

The Council’s fixed/floating risk control limits 
55%  
Fixed 

100%  
Fixed 

 

25 The following graph shows that the Council’s hedging for the quarter ended 30 June 2019 was 
fully compliant with these limits. 

 

 

26 The upward spike in March 2019 was due to the $30 million of debt maturing during the month. 

27 

$000's Apr-19 May-19 Jun-19

External debt (floating rate) 199,500        209,500        210,000        

Swaps (fixed portion) 190,388        200,388        195,388        

Fixed % 95.4% 95.7% 93.0%

 Unfixed debt 9,113            9,113            14,613          
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Similarly, to debt maturities, hedging instrument maturities must also fall within compliance 
buckets. These compliance buckets are as follows: 

Period  Minimum Maximum 

1 to 3 years 15% 60% 

3 to 5 years 15% 60% 

5 to 10 years 15% 60% 

10 years plus 0% 20% 

 
28 The Council has been fully compliant, as shown by the following chart. Note that maturities 

falling within 1 year are not included.  

 

Counterparty Credit Risk 

29 The policy sets limits for the maximum that can be traded per counterparty. The purpose of 
this is to ensure the Council does not concentrate its investments or risk management 
instruments with a single party. 

30 The policy sets the gross counter party limits as follows: 

 

31 
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Counterparty/Issuer Minimum 

Standard and 

Poor's long term

Investments 

maximum 

per 

counterparty

Risk 

management 

instruments 

maximum 

per 

counterparty

Borrowing 

maximum 

per 

counterparty

NZ Government N/A Unlimited None Unlimited

LGFA AA-/A-1 $20m None Unlimited

NZ registered bank A+/A-1

60% of total 

investments 

or $25m; 

whichever is 

greater.

50% of total 

instruments 

or $80m; 

whichever is 

greater. $50m



AUDIT AND RISK COMMITTEE MEETING AGENDA 12 SEPTEMBER 2019 

 

Item 9.4 Page 204 

The tables below show the Council’s investments and risk management instruments holdings 
per counter party during the quarter. 

Term deposits 

 

 *Policy Limit: 60% of total investments or $25 million; whichever is greater 

Interest rate swaps 

 

 *Policy Limit: 50% of total instruments or $80 million; whichever is greater 

32 The Council was in full compliance with all counterpart credit limits during the quarter ended 
30 June 2019. 

 
Specific Borrowing Limits 

33 In managing debt, the Council is required to adhere to the limits below. The actual results for 
the year are presented in the 2018/19 column. 

Borrowing limit Policy limit 2018/19 

Net interest expense/Total Operating Income < 20% 9.1% 

Liquidity ((total debt +total committed facilities +cash on 
hand)/total debt)) 

> 110% 137.7% 

Net External Debt/Total Operating Income  < 240% 180.3% 

 

Risk Management Performance 

34 The following table shows the Council’s interest income and expense for the year to date, 
along with the weighted average cost of borrowing (WACB)  

 

Compliance

$000 % $000 % $000 %

NZ Registerd Bank 1 28,000   58% 28,000   58% 20,000   36%

NZ Registerd Bank 2 10,000   21% 20,000   42% 20,000   36%

NZ Registerd Bank 3 -         - -         - -         -

NZ Registerd Bank 4 10,000   21% 10,000   21% 15,000   27%

48,000   100% 58,000   121% 55,000   100%

Counter party Apr-2019 May-2019 Jun-2019

Compliance

$000 % $000 % $000 %

NZ Registerd Bank 1 55,000       29% 60,000       30% 60,000       31%

NZ Registerd Bank 2 85,388       45% 85,388       43% 80,388       41%

NZ Registerd Bank 3 50,000       26% 55,000       27% 55,000       28%

190,388     100% 200,388     100% 195,388     100%

Apr-2019 May-2019 Jun-2019Counter party

Full Year  

Actual

Full Year 

Budget

Full Year 

Variance

$000's $000's $000's

External Finance Expense 9,592 10,263 671

less:  Interest Received (2,164) (2,856) (692)

Net Interest Costs 7,428 7,407 (21)

Weighted Average Cost of 

Funds 4.46% 4.80% 0.34%
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35 The Council has still been effective in its treasury management with its weighted average cost 
of funds being 0.34% lower that budget as at the 30 June 2019. 

36 The following graph shows the cost of borrowing each month. 

 

 

CONSIDERATIONS 

Policy considerations 

37 There are no policy considerations other than those already noted in this report. 

Legal considerations 

38 There are no legal considerations arising from this report. 

Financial considerations 

39 There are no financial considerations other than those already noted in this report. 

Tāngata whenua considerations 

40 There are no tāngata whenua considerations arising from this report. 

SIGNIFICANCE AND ENGAGEMENT 

Significance policy 

41 This matter has a low level of significance under the Council Policy. 

Publicity 

42 There are no publicity considerations arising from this report. 
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RECOMMENDATIONS 

43 That the Audit and Risk Committee notes that the Council was fully compliant with its 
Treasury Management Policy for the quarter ended 30 June 2019. 

 

 

APPENDICES 

Nil 
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9.5 CLOSING REPORT FROM AUDIT FOR THE YEAR ENDED 30 JUNE 2019 

Author: Anelise Horn, Manager Financial Accounting 

Authoriser: Mark de Haast, Group Manager  

  
PURPOSE OF REPORT 

1 This report provides the Audit and Risk Committee with Ernst & Young’s Closing Audit 
Report for the year ended 30 June 2019. 

DELEGATION 

2 The Audit and Risk Committee has delegated authority to consider this report under the 
following delegation in the Governance Structure, Section B.3. 

 Reviewing and maintaining the internal control framework 

 Obtaining from external auditors any information relevant to the Council’s financial 
statements and assessing whether appropriate action has been taken by 
management in response to the above.  

BACKGROUND 

3 The Council’s Auditors, Ernst & Young (Audit) tabled their audit plan for the year ended 
30 June 2019 at the Audit and Risk Committee meeting on 28 February 2019. Audit has now 
substantially completed their audit of the Council’s draft Annual Report for the year ended 
30 June 2019.  

4 Their Closing Report is attached as Appendix 1. This provides an overview of Ernst & 
Young’s audit process, their audit findings, adjustments required, their draft Audit Report and 
the Council’s draft Management Representation Letter.  

Closing Report Summary 

Draft Audit Report 

5 Audit has confirmed that they will issue an unqualified or “clean” audit opinion on the 
Council’s draft 2018/19 Annual Report, subject to the adequate resolution of the following 
outstanding items: 

 The final complete review of the final version of the 2018/19 Annual report. 

 Receipt and review of the Council’s draft Summary Annual Report. 

 Concluding on matters identified during our review and finalising the testing on one 
service performance measure once rework completed. 

 Finalisation of the review of the Council’s Debenture Trust Deed reporting certificate. 

 Completion of the review of a sample of journal entries. 

 Receipt of the Council’s signed management representation letter on adoption of the 
2018/19 Annual Report by the Council on 26 September 2019. 

 Receipt of a signed full annual report 2018/19 and a summary annual report 2018/19.   

 Completion of the post balance sheet events review to the date of signing the audit 
report. 
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Key Audit Findings 

6 Other than the items discussed below, Audit raised no concerns that should be brought to 
the attention of the Committee. 

Non-financial performance information reporting 

7 Audit is satisfied that the Statement of Service Performance fairly reflects the Council’s 
performance against the measure and targets outlined in the 2018-38 Long Term Plan. 

8 While they were performing their audit work, Audit identified certain measures relating to 
customer service requests that had been calculated incorrectly in part due to issues with the 
integrity of the underlying data, but primarily due to how the data was extracted and 
categorised.  

9 All of the issues identified that can be corrected have been, however four recommendations 
in relation to service performance reporting were raised in the report on control findings to 
management. 

 

Adjusted Audit Differences – Financial Statements 

10 There were no unadjusted audit differences relating to the financial statements. 

11 The table below details the three financial audit differences identified by Audit that were 
agreed and adjusted by management in the draft financial statements. 

 

Adjusted Audit Differences – Statement of Service Performance 

12 The table below details the four non-financial audit differences identified by Audit that were 
agreed and adjusted by management in the draft financial statements.  

 

 

Amount

Income statement 

(increase)/decrease             

30 June 2019

Net assets 

(Decrease)/Increase 

30 June 2019

$000 $000 $000

Correction of unit cost error in asset valuation 155                                  - (155)

Correction of offset in NZTA debtor against NZTA advance 962 - -

Correction to reclassify term deposits from cash to other financial assets 5,000                              - -

Total net impact 6,117 - (155)

Nr Measure KCDC result EY result Change

3
Number of dry weather sewerage overflows

2 52 50

4

Median response times to sewage overflows 

resulting from a blockage or other fault measured 

by resolution time (from the time council receives 

notification to the time that staff are on site)

127 minutes 149 minutes 22 minutes

TBC 12

2

Median response times to a fault or unplanned 

interruption to our water network measured by 

resolution time (from the time that council receives 

nortification to the time that staff confirm 

resolution) (urgent)

64 minutes 98 minutes 34 minutes

Median response times to a fault or unplanned 

interruption to our water network measured by 

resolution time (from the time that council receives 

notification to the time that staff confirm 

resolution) (non urgent)

1 948 Minutes TBC 12
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13 At the time of writing this report, Audit are still finalising their audit of certain performance 
reporting measures which may give rise to further audit adjustments and an update will be 
provided to the committee at the meeting.  

CONSIDERATIONS 

Policy considerations 

14 There are no policy implications arising directly from this report. 

Legal considerations 

15 There are no legal issues arising directly from this report. 

Financial considerations 

16 There are financial considerations in addition to those already discussed in this report. 

Tāngata whenua considerations 

17 There are no tāngata whenua considerations arising from this report. 

SIGNIFICANCE AND ENGAGEMENT 

Significance policy 

18 This matter has a low level of significance under the Council’s Significance and Engagement 
Policy. 

Publicity 

19 There are no publicity considerations. 

 

RECOMMENDATIONS 

19 That the Audit and Risk Committee receives the Closing Audit Report from Ernst & Young 
and notes that there are no unadjusted audit differences in either the statements of service 
performance and the draft financial statements of the draft Annual Report 2018/19. 

 

 

APPENDICES 

1. Ernst and Young Closing Report    
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9.6 HEALTH AND SAFETY QUARTERLY REPORT 1 APRIL - 30 JUNE 2019 

Author: Dianne Andrew, Organisational Development Manager 

Authoriser: Wayne Maxwell, Chief Executive  

  
PURPOSE OF REPORT 

1 This report presents a Health and Safety report for the period 1 April 2019 – 30 June 2019 
and also a summary report containing analysis of health and safety events for the 1 July 
2018 – 30 June 2019 financial year. 

DELEGATION 

2 The Audit and Risk Committee has delegated authority to consider this report under the 
following delegation in the Governance Structure, Section B.3: 

 Ensuring that the Council has in place a current and comprehensive risk management 
framework and making recommendations to the Council on risk mitigation; 

 Assisting elected members in the discharge of their responsibilities by ensuring 
compliance procedures are in place for all statutory requirements relating to their role; 

 Governance role in regards to the Health and Safety Leadership Charter and Health and 
Safety Plan 

BACKGROUND 

3 This quarterly Health & Safety Performance Report is intended to provide the Council with 
insight into initiatives and activities, and their progress, as part of our organisations 
commitment to providing a safe and healthy place to work. The contents and any subsequent 
discussions arising from this report can support Council officers to meet their due diligence 
obligations under the Health & Safety at Work Act (HSWA) 2015. 

4 Between July and September 2017 the Simpson Grierson Health and Safety team were 
engaged to review how the Council was progressing with changes and planned initiatives 
following the introduction of the Health and Safety at Work Act (HSWA) 2015. The findings 
were presented back to this Committee in November 2017. This review identified areas for 
improvement, in particular where we can improve some current processes to further 
strengthen our ability to more effectively monitor and verify. 

5 A draft Health and Safety Plan 2018 – 2020 was provided to the Committee at the meeting 
13 September 2018 and has since been adopted by the Senior Leadership Team. 

6 Progress on the 2018 – 2020 Health and Safety Plan will be incorporated into quarterly 
reports going forward. 

ISSUES AND OPTIONS 

Issues 

7 Progress on the Health and Safety 2018-2020 Plan initiatives is currently on track however 
‘business as usual’ activities continue to have the potential to absorb resources and as such, 
some time lines may be extended and this will be updated through the reporting cycle.  

CONSIDERATIONS 

Policy considerations 

8 There are no Policy considerations.  

Legal considerations 

9 There are no legal considerations. 
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Financial considerations 

10 Budget has been provided for implementation of the action plan initiatives as part of the 
2018-38 Long Term Plan. 

Tāngata whenua considerations 

11 There are no tāngata whenua considerations. 

SIGNIFICANCE AND ENGAGEMENT 

Significance policy 

12 This report does not trigger the Council’s Significance Policy. 

Publicity 

13 There are no publicity considerations. 

RECOMMENDATIONS 

14 That the Audit and Risk Committee notes both the Health and Safety Quarterly Report for 
the period 1 April 2019 – 30 June 2019 attached as Appendix One and the Health and 
Safety Events Analysis for the period 1 July 2018 – 30 June 2019. 

 

APPENDICES 

1. Appendix 1 Health and Safety Quarterly Report April-June 2019   
2. Appendix 2 Health and Safety Event Analysis 2018-2019    
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10 CONFIRMATION OF MINUTES 

10.1 CONFIRMATION OF MINUTES - 30 MAY 2019 

Author: Joy Murray, Democracy Services Advisor 

Authoriser: Leyanne Belcher, Democracy Services Manager  

  
 

 

 

RECOMMENDATIONS 

1 That the minutes of the Audit and Risk Committee meeting held on 30 May 2019 be 
adopted as a true and correct record. 

 

 

APPENDICES 

1. Confirmation of Minutes - 30 May 2019    
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11 PUBLIC EXCLUDED REPORTS   

RESOLUTION TO EXCLUDE THE PUBLIC 

PUBLIC EXCLUDED RESOLUTION 

That, pursuant to Section 48 of the Local Government Official Information and Meetings Act 1987, 
the public now be excluded from the meeting for the reasons given below, while the following 
matters are considered. 

The general subject matter 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 for the passing of this 
resolution 

11.1 - Annual Tax Update Section 7(2)(b)(ii) - the 
withholding of the information 
is necessary to protect 
information where the making 
available of the information 
would be likely unreasonably 
to prejudice the commercial 
position of the person who 
supplied or who is the subject 
of the information 

Section 48(1)(a)(i) - the 
public conduct of the 
relevant part of the 
proceedings of the meeting 
would be likely to result in 
the disclosure of information 
for which good reason for 
withholding would exist 
under section 6 or section 7 

11.2 - Update on Statutory 
Compliance Issues, 
Investigations and Status of 
Council Bylaws 1 April 2019 
to 30 June 2019 

Section 7(2)(a) - the 
withholding of the information 
is necessary to protect the 
privacy of natural persons, 
including that of deceased 
natural persons 

Section 7(2)(b)(ii) - the 
withholding of the information 
is necessary to protect 
information where the making 
available of the information 
would be likely unreasonably 
to prejudice the commercial 
position of the person who 
supplied or who is the subject 
of the information 

Section 7(2)(g) - the 
withholding of the information 
is necessary to maintain legal 
professional privilege 

Section 7(2)(h) - the 
withholding of the information 
is necessary to enable Council 
to carry out, without prejudice 
or disadvantage, commercial 
activities 

Section 48(1)(a)(i) - the 
public conduct of the 
relevant part of the 
proceedings of the meeting 
would be likely to result in 
the disclosure of information 
for which good reason for 
withholding would exist 
under section 6 or section 7 
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11.3 - Confirmation of Public 
Excluded Minutes - 30 May 
2019 

Section 7(2)(a) - the 
withholding of the information 
is necessary to protect the 
privacy of natural persons, 
including that of deceased 
natural persons 

Section 7(2)(b)(ii) - the 
withholding of the information 
is necessary to protect 
information where the making 
available of the information 
would be likely unreasonably 
to prejudice the commercial 
position of the person who 
supplied or who is the subject 
of the information 

Section 7(2)(g) - the 
withholding of the information 
is necessary to maintain legal 
professional privilege 

Section 7(2)(h) - the 
withholding of the information 
is necessary to enable Council 
to carry out, without prejudice 
or disadvantage, commercial 
activities 

Section 48(1)(a)(i) - the 
public conduct of the 
relevant part of the 
proceedings of the meeting 
would be likely to result in 
the disclosure of information 
for which good reason for 
withholding would exist 
under section 6 or section 7 

 

 

 


