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TO THE MAYOR AND COUNCILLORS OF THE 
MACKENZIE DISTRICT COUNCIL 

 
 
 
 

MEMBERSHIP OF THE FINANCE COMMITTEE 
 

Graham Smith (Chairman) 
 Claire Barlow (Mayor) John Bishop 
 Peter Maxwell Annette Money  
 Graeme Page Evan Williams  

 
 
 

Notice is given of a meeting of the Finance Committee  
to be held on Tuesday 8 November 2011 at 9.30 am 

 
 
 
 

VENUE:  Council Chambers, Fairlie 
 
 
BUSINESS:   As per agenda attached 

 
 
 
 
 

NATHAN HOLE 
ACTING CHIEF EXECUTIVE OFFICER 
 
3 November 2011 
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AGENDA FOR TUESDAY 8 NOVEMBER 2011 

 
I APOLOGIES 
  
II DECLARATIONS OF INTEReST 
 
III MINUTES 

• Confirm and adopt as the correct records the Minutes of the meetings of the Finance 
Committee held on 23 August 2011 and 4 October 2011, including such parts as were 
taken with the Public Excluded. 

• Receive the Minutes of the meeting of the Audit and Risk Subcommittee held on 6 
September 2011. 
MATTERS UNDER ACTION 

 
IV REPORTS 

1. Pukaki Airport Committee – Chairman’s Report 
2. Finance Report – September 2011 
3. Review of Local Authority Remuneration Setting 
4. Bancorp Quarterly Report 
5. Mackenzie Tourism and Development Trustees Terms of Office 
6. Annual Report 2010/2011 (to be tabled) 
7. Summary of Annual Report 
8. Pensioner Housing Policy 

 
VI PUBLIC EXCLUDED 
  That the public be excluded from the following part of the proceedings of this meeting 

namely: 
1. Bluewater Resort 
2. Mackenzie Tourism and Development Trust Remuneration  
3. Request to Terminate Agreement “Deed for Payment of Water, Sanitary Sewage and 

Stormwater Contribution”  
  Reason for passing Ground(s) under 
General subject this resolution in Section 48(1) for 
of each matter relation to each the passing of 
to be considered matter this resolution 
  
Bluewater Resort Commercial Sensitivity  48(1)(a)(i) 

   
 Request to Terminate Agreement Commercial Sensitivity 48(1)(a)(i) 
 “Deed for Payment of Water,  
 Sanitary Sewage and Stormwater 
 Contribution” 
 
  Mackenzie Tourism and  To protect the privacy of 48(1)(a)(i) 
  Development Trust            persons 

Remuneration 
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  This resolution is made in reliance on Section 48(1)(a)(i) of the Local Government Official 
Information and Meetings Act 1987 and the particular interest or interests protected by 
Section 6 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 are as follows: Blue Water 
Resort section 7(2)(b)(ii), Request to Terminate Agreement “Deed for Payment of Water, 
Sanitary Sewage and Sotrmwater Contribution”, section 7(2)(b)(ii), Mackenzie Tourism and 
Development Trust Remuneration section 7(2)(a) 

 
 
VII VISITOR: 
   9.30 am Bruce Anderson, Pukaki Airport Committee 
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MACKENZIE DISTRICT COUNCIL 
 

MINUTES OF A MEETING OF THE 
FINANCE COMMITTEE HELD IN THE SERVICE CENTRE, TWIZEL,  

ON TUESDAY 23 AUGUST 2011 AT 1.00 PM  
 
 
PRESENT: 

Graham Smith (Chairman) 
Claire Barlow (Mayor) 
John Bishop 
Peter Maxwell 
Annette Money 
Graeme Page 
Evan Williams  

 
IN ATTENDANCE: 
 Glen Innes (Chief Executive Officer) 
 Paul Morris (Manager – Finance and Administration) 
 Bernie Haar (Asset Manager) for part of the meeting 
 Suzy Ratahi (Manager – Roading) for part of the meeting 
 Rosemary Moran (Committee Clerk) 

 
 
III MINUTES: 
 
 Resolved that the minutes of the meeting of the Finance Committee held on Tuesday 

5 July 2011, including such parts as were taken with the Public Excluded, be 
confirmed and adopted as the correct record of the meeting. 

Graeme Page/Annette Money  
 
 
V REPORTS: 
 

1. FINANCIAL REPORT – APRIL 2011: 
 

 This report from the Manager – Finance and Administration was accompanied by 
the financial reports for the period to June 2011. 

 
  Resolved that the report be received.  

Annette Money/Evan Williams 
 
  Governance Activity 
  Resolved that the total amount of the payment to correct an error on a s224 

certificate issued in 2006 be charged to the Regulatory Activity rather than 
Governance. 

Graeme Page /John Bishop 
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2 BANCORP QUARTERLY REPORT: 
 
  This report from the Manager – Finance and Administration was accompanied by 

the quarterly report form Bancorp Treasury Services to 30 June 2011. 
 

 Resolved that the report be received. 
Annette Money/Claire Barlow 

 
  
 

THE CHAIRMAN DECLARED THE MEETING CLOSED AT 2.22 PM 
 
 

 CHAIRMAN:   
 
  DATE:  _____________________________________ 
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MACKENZIE DISTRICT COUNCIL 
 

MINUTES OF A MEETING OF THE 
FINANCE COMMITTEE HELD IN THE COUNCIL CHAMBERS, FAIRLIE,  

ON TUESDAY 4 OCTOBER 2011 AT 1.00 PM  
 
 
PRESENT: 

Graham Smith (Chairman) 
Claire Barlow (Mayor) 
John Bishop 
Peter Maxwell 
Annette Money 
Evan Williams  

 
IN ATTENDANCE: 
 Glen Innes (Chief Executive Officer) 
 Paul Morris (Manager – Finance and Administration) 
 Rosemary Moran (Committee Clerk) 

 
 
I APOLOGY: 
 
 Resolved that an apology be received from Graeme Page. 

Evan Williams/Peter Maxwell   
 
 
II REPORT: 
 

1. FINANCIAL REPORT – AUGUST 2011: 
 

 This report from the Manager – Finance and Administration was accompanied by 
the financial report for the period to August 2011. 

 
  Resolved that the report be received.  

Annette Money/Claire Barlow 
 
   
 It was requested that a report on vehicle replacement be developed for the next 

meeting. 
 
  
 

THE CHAIRMAN DECLARED THE MEETING CLOSED AT 2.22 PM 
 
 

 CHAIRMAN:   
 
  DATE:  _____________________________________ 
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MACKENZIE DISTRICT COUNCIL 
 

MINUTES OF A MEETING OF THE AUDIT AND RISK SUBCOMMITTEE  
HELD IN THE COUNCIL CHAMBERS, FAIRLIE,  

ON TUESDAY 6 SEPTEMBER 2011 AT 1.30 PM  
 
 
PRESENT: 

Peter Maxwell (Chairman) 
Claire Barlow (Mayor) 
Cr Graham Smith 

 
IN ATTENDANCE: 
 Paul Morris (Manager – Finance and Administration) 
 Rosemary Moran (Committee Clerk) 

 
 
The Chairman referred to the role of the Audit and Risk Committee and his conversation with 
Audit Director, Ian Lothian, who told him he viewed it as an additional avenue of 
communication between Audit New Zealand and the Council; a means of avoiding surprises. 
 
He said in the past Council might not have been aware of some events.   The Subcommittee 
would ensure that Council remained informed about what the auditors were doing.    He 
noted that in time, and if required, the Subcommittee had the ability to access outside help if 
it needed to. 
 
The Manager – Finance and Administration reminded the members that the Subcommittee’s 
brief include the oversight not only of audit matters, but also of the risks in Council’s 
operations.  He referred to the recent report to Council on Insurance which included options 
for Council’s consideration regarding the mitigation of risk of the financial impact of a 
natural disaster event occurring in or around the Mackenzie District. 
 
He emphasised his support of the Subcommittee noting that its establishment had never been 
intended to relieve staff members of their responsibilities; rather it would enable Council’s 
attention to be drawn formally to any audit or risk issues which needed to be addressed. 
 
 
INTERIM MANAGEMENT REPORT ON THE AUDIT OF THE MACKENZIE 
DISTRICT COUNCIL FOR THE YEAR ENDED 30 JUNE 2011: 
 
This report is attached to this record as Appendix A. 
 
The Committee scrutinised the report page by page and the following comments were made: 
 
Service Performance Control: 
In addressing the comment regarding the ineffectiveness of the service reporting 
environment, the Manager – Finance and Administration explained that the Plan included 
numerous performance measure but which were unable to be measured to the standard 
required by Audit NZ.  He said such performance measures were no longer desired for the 
Annual Plan but it was not practical to change the existing regime because that would require 
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a costly and time consuming change to the Long Term Plan.  He asked that the Council be 
accepting of the situation which would prevail for the current and the next Annual Report; the 
new Long Term Plan for 2012 would provide an opportunity to address the situation and 
would include robust and measureable performance measures. 

 
Cr Smith noted that Audit NZ seemed to understand the situation.  The Chairman agreed that 
the auditors knew what the Council was now aiming for in terms of performance measures. 

 
1.1 Governance: 

The Chairman referred to the absence of a formal record of Members’ Interests 
pursuant to the Local Authorities (Members’ Interests) Act 1968 and asked that 
elected members be given the opportunity to provide details of their interests by way 
of a form to be filled in if they so wished.   
 
The Manager – Finance and Administration undertook to provide the members with a 
form. 

 
1.6.1 Draft Annual Plan 2011/12 

The Manager – Finance and Administration advised that the information which had 
been omitted from the Draft Annual Plan but included in the final version of the 
Annual Plan would be included in the Long Term Plan. 

 
2. Service Reporting 
 It was noted that at its last meeting the Council had adopted a six-monthly service 

reporting regime. 
 
3.1 Segregation of Duties 
 The Manager – Finance and Administration noted that the while the Management 

Comment was that the PA’s access to other system apart from Payroll and Creditors 
had been removed, in practice that had created problems.  Consequently her access to 
some systems had been reinstated.  He said the Auditors would be advised that 
because of limited staff resources, that segregation of duties would not go ahead. 

 
3.2 Use of Shared Passwords and  
3.3 Review of System Access 
 The Chairman noted the importance of ensuring there were clear paper trails with 

regard to system accesses. 
 
5.4 The Council Governance Role in the Completion of the Council Controlled 

Organisation (CCO) Statements of Intent (SoIs) 
 The Manager – Finance and Administration said that because the Trust had not 

accepted the loan offer Council had not been in a position to provide the letter of 
comfort to Audit NZ that the entity remained a going concern.  

 
 He said he had advised the Audit Director of the situation and that the Council had 

revitalised the Trust and that the new trustees would be tasked to bring it back into 
solvency.   He had said that if the situation meant that the Trust’s Audit Report would 
be tagged, so be it.   
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APPENDICES 1 AND 2 
• STATUS OF MATTERS RAISED IN THE PREVIOUS MANAGEMENT 

REPORT: 
• STATUS OF MATTERS RAISED IN PREVIOUS MANAGEMENT REPORT 

FOR SERVICE PERFORMANCE REPORTING: 
 

The Subcommittee noted each of the Matters, Recommendations and Outcomes of the 
outstanding matters and the matters which had been resolved  

 
 
The Mayor left the meeting at 3.10 pm 
 
 
The Manager – Finance and Administration commented that in terms of the report, it had 
been pleasing for him that the financial shortcomings were of a minor nature.  He reiterated 
that on-going issues would relate to non-financial performance measures which couldn’t be 
changed and that the next Long Term Plan would include fewer, better defined performance 
measures. 
 
 
 

THE CHAIRMAN DECLARED THE MEETING CLOSED AT 3.15 PM 
 
 

 CHAIRMAN:   
 
  DATE:  _____________________________________ 
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PUKAKI   AIRPORT   BOARD                              
                                                                                                                
                 CHAIRMAN’S REPORT – 30th September 2011 
 
Overview 
We continue to receive some enquiry for the unsold sections and the new hanger has 
certainly sparked some interest, but there have been no further sales since our last 
report. The hanger project has some work to complete and some accounts not in but 
we expect the final cost to be very close to budget. 
The fuel facility is creating much more landing activity but we believe we may be 
missing revenue from unpaid landing fees. We intend to beef up our camera 
surveillance and monitoring activity. 
The cross wind runway is completed, and has received some trial use. All aviator 
comments regarding this new facility are very positive. 
Aviation activity from Air Safaris at Pukaki was well down for the 2011 financial 
year. Other landing fee income was slightly higher. 
Rental income is steadily increasing, and this year will be close to $15,000, (from 
$6,750 this financial year). 
 
Stages 1-4 
One deposit paid sale has not yet been completed. The owner of this Lot has struck 
very hard times as a result of the Christchurch earthquake. 
 
Sewage  
We took action in April regarding late payments for the second tranche of payments 
due. As a result there is now only one outstanding debt. 
 
Fuel Facility 
Working with BP we completed the construction of this excellent new facility.  This 
facility has generated more landing revenue and was completed well under budget. It 
has definitely generated more aviation activity. 
 
Subdivision Sales 
In spite of a trickle of enquiry we have made no further sales since our last report to 
Council.  
 
Crosswind Runway 
The grass runway is completed, grass is reasonably well established but it will need to 
be carefully nurtured. Some more seed, and a final heavy roll is planned as soon as 
possible. It is designed for light aircraft which currently have trouble with the easterly 
crosswind. It should attract additional income especially from student pilots on their 
cross country training. The runway has been registered with CAA and windsocks, 
marker board, and runway limit indicators are installed. 
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Signage 
With two active commercial operators on the airfield, the Board believes it is an 
appropriate time to establish airport identification and activity signage at each end of 
the airport as well as internal directional signage. The former may require a Resource 
Consent. 
 
Gravel Extraction and Top Soil Sales 
The Board provided gravel from the airport gravel pit to assist the Alps to Ocean 
project. We continue to sell screened top soil which was surplus on completion of the 
subdivision. 
 
Finance 
 
           REVISED FINANCIALS 
                  30th Sept 2011  
 
 20010/2011 2010/2011 2011/2012 
Opening Balance $433,000 $433,000 +$156,000 
 Actuals 

Below
To 30.9

Forecast
In March

To 30.6

 

Revenue Statement  
Revenue:  
Capital Revenue-land sales 
(stages1-4) 

 

Rebate Fuel installation $63,400 $63,000  
Charges-(imputed in the 2010 year) $14,000  
Capital Revenue-land sales(stage 5 
& 6 ) 

 

Aviation, Rental Revenue, topsoil $15,901 $13,000 $19,000 
Interest  $11,000 $10,000 $3,000 
Total Land Sales and Revenue +$90,301 +$100,000 $21,000 
  
Less Expenses:  
Running Expenses $45,495 $35,000 $45,000 
Capital Hanger $263,000 $270,000 $10,000 
Retentions $5,000  
Crosswind Runway $37,600 $36,000 $2,000 
Aircraft Park  
Repairs and Maintenance $8,178  
Rates $9,878  
ECAN water fees & Pump repairs $2,438  
Total Expenses -$366,589 -$346,000 -$57,000 
Net  Surplus/(Deficit) -$276,288 -$246,000 -$36,000 
Airport Reserve Balances +$156,712 +$187,000 +$120,000 
Closing Balance +$156,712 +$187,000 +$120,000 
  
 
Financial Highlights 
The table above outlines the figures produced for Council in March 2011 (middle 
column), to June 30th. The left hand column outlines the actual figures to Sept. 30th . 
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There are 4 significant variances; 
• The income for sewage connection fees under “charges” could not be brought to 

account as we had not appreciated that it had already been accrued and brought to 
account in the previous financial year and allowed for in the calculation of the 
Opening Balance. 

• Running expenses were higher than forecast with a number of unexpected items 
like legal fees for new leases and the transfer of an old lease. Also unexpected 
were some late lodged accounts for advertising. 

• Rates have nearly doubled. 
• ECAN have increased their fees for water charges. 
 
The expected Airport Reserve Closing Balance forecast for June 30th 2012 (right hand 
column above) is $120,000. 
Of course if the uncompleted contract is honored during the next 12 months that 
balance will be substantially higher. 
 
Hangar 
The Board is very pleased with this new facility, and particularly pleased that in spite 
of some last minute changes to enable us to lease the “office” for accommodation, the 
project will be completed at a cost close to budget, and produce more revenue than 
expected. When Councilors next meet in Twizel we urge you to take time to arrange 
10 minutes for a quick look at this new facility.  
The Board would like to hold an Airport Opening function sometime and would value 
any input from Council. 
 
Activity 
We are very pleased that Chris Rudge and Aviation Adventures have moved their 
operation to Pukaki Airfield from Omarama. Chris has come directly as a result of the 
hanger space and accommodation we have leased him. He has also purchased his own 
section and has ambitious long term plans for his operation. 
 
 Future 
While the real estate market remains subdued we will concentrate our efforts on 
maximizing revenue rather than selling more sections. 
The Board is very satisfied with the progress we have made over the last 12 months in 
continuing to meet its commitment to Council to meet the goals of the Council’s 
Aviation Strategy. We believe that for this stage of the projects life there is no major 
additional development required in the short term. We need to protect the excellent 
infrastructure we have developed and steadily grow the revenue base.    
Rick Ramsey has, as always, been a very willing work horse with the Hanger, CAA, 
and the Cross Wind Runway. John Bishop has also been closely involved with the 
Hanger project.  Bruce Anderson has assisted me with Council liaison and financial 
control. 
  
Derek Kirke 
 
 
Chairman Pukaki Airport Board  
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MACKENZIE DISTRICT COUNCIL 
 
 
REPORT TO:  FINANCE COMMITTEE 
 
SUBJECT:  FINANCIAL REPORT – SEPTEMBER 2011 
 
MEETING DATE: 8 NOVEMBER 2011 
 
REF:  FIN 1/2/1 
 
FROM:  MANAGER – FINANCE AND ADMINISTRATION 
 
ENDORSED:  ACTING CHIEF EXECUTIVE OFFICER 
 
 
PURPOSE OF REPORT: 
 
Attached is the financial report for Council for the period ended September 2011. 
 
 
 
 
 
 
 
STAFF RECOMMENDATIONS: 
 
1. That the report be received. 

 
 
 
 
 
 
PAUL MORRIS        NATHAN HOLE 
MANAGER – FINANCE & ADMINISTRATION  ACTING CHIEF EXECUTIVE  
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MACKENZIE DISTRICT COUNCIL 
 
 
REPORT TO:  FINANCE COMMITTEE 
 
SUBJECT: REVIEW OF LOCAL AUTHORITY REMUNERATION SETTING  
 
MEETING DATE: 8 NOVEMBER 2011 
 
REF:   
 
FROM:  TONI MORRISON, SENIOR POLICY PLANNER 
   
 
ENDORSED BY: ACTING CHIEF EXECUTIVE OFFICER 
 
 
 
 
PURPOSE OF REPORT: 
 
To advise the Council of the proposal to review how the Remuneration Authority goes about 
setting remuneration for elected members of local authorities, and seek any feedback. 
 
 
STAFF RECOMMENDATIONS: 
 
1. That the report be received. 

2. That the Finance Committee advise staff of any comments or feedback that they wish to 
be submitted in response to the Discussion Document. 

 
 
TONI MORRISON       
SENIOR POLICY PLANNER    
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ATTACHMENTS: 
 

A. Discussion Document Review of Local Authority Remuneration Setting, 
Remuneration Authority, undated. 

 
B. Memorandum to Local Government Chief Executives re Remuneration review -  

Mike Reid, Local Government New Zealand, 30 September 2011 
 
 
BACKGROUND: 
  
The Remuneration Authority is presently undertaking a review of the current system which 
sets remuneration for elected members of local authorities, including community boards.   
 
The Authority has released the attached discussion document (refer Attachment A) and seeks 
feedback on the two proposals presented within it, by 10 November 2011. 
 
Once feedback has been received, the option that is decided upon will be in place and 
implemented by 1 March 2012, to be in place for the 2012/2013 year. 
 
 
POLICY STATUS: 
 
Not applicable.   
 
 
SIGNIFICANCE OF DECISION REQUESTED: 
 
If the Council considers the system of setting remuneration is relatively significant, then any 
decision to give feedback at this stage may be important.  This is because it seems that this is 
the only opportunity for providing direct input in to the review, prior to the implementation of 
a new system in March next year.  However there is a working party of local government 
representatives which will continue to work with the Remuneration Authority on finalising 
the preferred option, so where the Council’s interests are in common with other Councils, 
these could be said to be represented in the process by that Working Party.   
 
 
ISSUES AND OPTIONS: 
 
Current System 
At present the Remuneration Authority (RA) sets a total remuneration pool for a council.  
The model used by the RA to assist in determining the cost of governance and representation 
for each council incorporates 4 criteria:— 

• population: 
• operational expenditure: 
• net assets controlled: 
• rate of population change. 

 
The number of elected members is not included in the criteria. 
 
The model provides the Authority with a ranking order of the relative size of the governance 
and representation responsibility of each council.  These factors are then applied and a sum of 
money (the indicative pool) is allocated to individual councils.  Based on recommendations 
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made by each council, it then allocates that pool of money to that council's individual elected 
members.   The current system therefore provides the Councils with considerable discretion 
in setting remuneration. 
 
Review of the Current System 
The review is considered necessary as this system has been in place for 10 years, and has 
experienced a number of problems, including: 

• Lack of equity in what elected members earn between councils of similar size 
• Problems created by the decision that half community board salaries should come 

from the councillors’ pool 
• Difficulties in maintaining relativities between councils  
• Problems with the interim period following each election and the time taken to gazette 

remuneration schemes 
 
The review is supported by LGNZ.  The following two options have been developed to 
address these issues. 
 
 
Proposal 1  Amended Pool System 
 
This is similar to the approach used in the past.  It works as follows: 

 A pool is determined for each authority (either a single pool for both Council and 
Community Boards, or an individual pool for each); 

 Councils recommend allocation of the pool for RA approval;  
 The RA may set minimum salaries and/or specify standard Councillor positions. 

 
Determining the size of the pool: 

 A method would be applied to rank councils by ‘size’, which would reflect the extent 
and complexity of the council’s business. 

 Another method would then be applied to determine a fair pool size (by assessing a 
fair salary for councilors, multiplying by the number of councillors, and adding a 
margin for additional responsibilities). 

 Adjustments would be made as necessary. 
 The RA would then consult with the council and set remuneration. 
 The RA could issue guidelines as to use/amount of meeting fees, minimum salaries, 

and/or additional salaries/remuneration for additional responsibilities. 
 
Positives: 

• Allows the council to arrange their governance arrangements and councillor roles as 
they see fit; retains discretion/autonomy; 

• Addresses some of the issues with the current system (there would be a separate pool 
for each council, based on the jobs of the elected members, rather than a single pool 
for all councils). 

• A separate pool for Community Boards can be provided for. 
 
Issues: 

• Takes time after each election to decide the structure of governance and thus 
remuneration; 

• The perception by some in the community that councillors are deciding their own 
remuneration; 

• Ongoing administration is more complex for the RA 
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Proposal 2  Specified Salary System 
 
The RA would set a base salary for each type of position in a local authority.  A similar 
approach would be taken to community board positions.  There would be an additional pool 
for additional or one-off responsibilities such as district plan reviews. 
 
Base salary would be based on the job size and the proportion full time that is assessed as 
being needed for the positions responsibilities to be effectively carried out.  In terms of 
Community Boards, this would take in to account the population base and the level of 
delegation to each Community Board. 
 
Positives: 

• Establishes relativities between local authorities - Councillors with similar job sizes 
would be paid the same, and perceived greater fairness between councils; 

• Community board remuneration may be fairer; 
• Certainty of outcome immediately after the election; 
• Removes the perception that Councillors set own salaries; 
• Administratively more simple (once established). 

 
Issues: 

• Limits discretion for the Council to arrange salaries and positions to best meet their 
circumstances 

• Very large and complex task for RA to ‘job size’ across councils and responsibilities; 
will likely be costly to Councils for the RA to set this up 

• Loss of flexibility in local governance arrangements 
 
 
CONSIDERATIONS: 
  
Councils pay all costs associated with administering the work of the RA.  The specified 
salary model requiring job evaluation across all councils is likely to be very expensive to 
establish.  It will provide certainty and relativity across councils, but is likely to result in less 
autonomy and flexibility in setting individual governance arrangements for councils than the 
alternative pool model.   
 
The RA discussion paper has also been circulated to Community Boards for consideration at 
their most recent meetings in October.  Staff have not received any additional feedback 
subsequently.  At those meetings, the nature of the discussions was limited but there seemed 
to be a general sense that Community Board members did not consider their remuneration 
sufficient for the roles they fulfill.  No particular preferences were expressed for either of the 
two proposed systems for reform outlined in the Remuneration Authority discussion paper.  
 
 
ASSESSMENTS OF OPTIONS: 
 
Refer above, and to attached documents. 
 
 
CONCLUSION: 
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The Remuneration Authority has put together the attached discussion paper on a review of 
the remuneration system for elected members, including community boards.   
 
Also attached is a memorandum with specific responses to the review by LGNZ (Attachment 
B).   The Council may simply decide that this reflects your position adequately.  However if 
Councillors have any additional comments to make at this stage of the review, staff will 
submit those to the Working Group.       
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Review of Local Authority 
Remuneration Setting
Discussion Document

RemunerationAuthority
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Remuneration Authority | Review of Local Authority Remuneration Setting – Discussion Document2

Responses to this Discussion Document
Local Authorities are invited to respond to this discussion document –  
see section 8 for questions for responses. 

Only one response from each council or board, please.

Responses may be sent to one of the following:

A. To Local Government New Zealand (this is the preferred place to send responses)

 Local Government New Zealand has offered to collate the responses it receives.

 Responses should be sent to:

 Mike Reid, Manager Governance 
mike.reid@lgnz.co.nz

B. To Representatives

 To any of the following representatives of local government with whom the Remuneration Authority is 
consulting:

 Richard Kempthorne, Mayor of Tasman 
richard.kempthorne@tasman.govt.nz

 Adrienne Staples, Mayor of South Wairarapa 
themayor@swdc.govt.nz

 Dave Cull, Mayor of Dunedin 
mayor@dcc.govt.nz

 Brendan Duffy, Mayor of Horowhenua 
mayor@horowhenua.govt.nz

 Mick Lester, Chair Community Board Executive Committee 
mglester@clear.net.nz

 Brian Lester, Chief Executive Ashburton 
brianl@adc.govt.nz

 Kevin Lamb, Administration Manager, Waimakariri District Council 
kevin.lamb@wmk.govt.nz

C.  The Remuneration Authority

 Responses should be sent to: 
info@remauthority.govt.nz
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Introduction
This discussion document has been prepared by the Remuneration 
Authority to facilitate a review of how the Authority goes about setting 
remuneration for elected members of local authorities in a way that meets 
the requirements of the Local Government Act and the Remuneration 
Authority Act.

The Remuneration Authority is consulting with representatives of local government in order to gain their input 
and insights into the review.

It is expected that a final proposal will be prepared following that consultation. The final decisions, of course, 
will be made by the Remuneration Authority.

This document:

1. Examines the need for a review

2. Outlines the expected consultation process

3. Sets out a timetable for the review

4. Outlines historic and current processes for setting residual pools for local authorities, noting any issues

5. Outlines historic and current processes for setting remuneration for Mayors of Territorial and Unitary 
Councils and Chairs of Regional Councils, noting any issues

6. Explains two broad options for future determinations of remuneration for elected members (excluding 
Mayors and Chairs) with high-level pros and cons for each option

7. Examines in more detail each option, including possible ways of implementing each 

8. Outlines inputs which would be helpful from local government representatives.

The obligations of the Remuneration Authority for the setting of salaries and allowances for local authority 
elected members, as set out in the Remuneration Authority Act and the Local Government Act, are summarised 
in Appendix A.
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Remuneration Authority | Review of Local Authority Remuneration Setting – Discussion Document4

1. Why Review?
The current pool system of setting remuneration for local authority elected members was established in 
2001/02 after consultation with local authority representatives.

Under the system a pool is established each year for each local authority and the allocation of the pool to each 
elected member position is determined by the Remuneration Authority after considering representations from 
each authority.

It is appropriate to examine, from time to time, the outworking of any approach to remuneration setting and to 
ask whether the system employed is producing the ’right’ answers and whether any unexpected or perceived 
unfair results are being produced.

Some analysis of the outworking of the current approach has been carried out. The analysis shows a variety of 
salaries for different councillors and Community Board members, in which it is difficult to see the reflection of 
a fair remuneration for the job. This is illustrated in some information drawn from the 2010/11 Determinations 
(post election).

■■ Councillor salary cost per head of population
The following chart shows the total councillor salary cost (ie including supplements for additional 
responsibilities) per head of the local authority’s population against the local authority’s population base:

Councillor’s salary cost per head of population
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Some details are shown in the table below:

Council Total Population Number of 
Councillors

Population per 
Councillor

Cost per head of 
population

Christchurch 372,500 13 28,654 $3.05

Far North 58,000 9 6,444 $6.59

Tauranga 112,600 10 11,260 $6.68

Queenstown – Lakes 27,140 10 2,714 $12.69

Wairoa 8,420 6 1,403 $17.17

This shows that ratepayers in different territories can be paying significantly different amounts for councillors’ 
services. In particular, ratepayers in smaller territories are paying much more than ratepayers in larger 
territories.

■■ Community Boards
The following chart shows the same information for Community Boards (an outlier has been excluded from this 
chart):

CB salary cost per head of population
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Some details are shown in the table below:

Community Board Total CB Population Number of 
CB Members

Population per CB 
Member

Cost per head of 
population

Greytown 3,050 6 763 $2.65

Bay of Islands – Whangaroa 26,000 7 4,333 $2.65

Lyttelton – Mount Herbert 5,710 6 1,142 $10.66

Taupiri 460 8 77 $10.67

Ahuriri 1,200 6 240 $31.41

Clearly there are wide differences in remuneration levels between Community Boards. Some of the differences 
may be explained by different degrees of delegation given to different Community Bards, or different 
representational expectations between Boards. However, there do not seem to be any universal delegation or 
representational guidelines for Community Boards and the Remuneration Authority has no knowledge of levels 
of delegation or representational responsibilities for individual Community Boards. This leads to concerns that 
remuneration for the members of various Community Boards might not be reflecting a fair rate of pay for the job.

Most councils pay 50% of Community Board salaries from the pool, and some meet all Community Board 
salaries from inside the pool. There are no rules or guidelines set down anywhere to cover how Community 
Board salaries are to be funded.

■■ Councillor salaries
The next chart shows average councillor salary (including additions for extra duties) against average population 
per councillor:

average councillor salary
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Some details are shown in the table below:

Council Population per 
Councillor

Base Councillor salary1 Average Councillor 
salary2

Whakatane District 3,434 $23,748 $24,983

Taupo District 3,362 $30,988 $31,553

Kapiti Coast District 4,891 $23,403 $28,320

Napier City 4,761 $34,000 $37,178

This shows that there are wide differences between councillors’ salaries for what appear to be similar-sized 
responsibilities.

■■ Conclusion
The current pool system is giving results that seem to be counter intuitive.

It is also opportune to examine whether the current system is providing a fair remuneration for elected 
members, and the extent to which the Remuneration Authority should be involved in the allocation of the 
pools (if they are retained).

  1. Base Councillor Salary is the salary paid to a councillor with no additional responsibilities
  2. Average Councillor Salary is the total salaries paid to all councillors divided by the number of councillors
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2. Outline of Consultation Process (with timetable)
Activity By Whom Target Completion 

Date

Produce discussion document ready for discussion with 
representatives

Remuneration Authority 30 August 2011

Decide on representatives and advise Remuneration Authority 
(with details of main contact point)

Local Government NZ 15 August 2011 

Meetings between Remuneration Authority and representatives, 
to outline issues, present discussion document, and discuss issues

Remuneration Authority 
and representatives

September 2011 

Distribute discussion document to all local authorities, with 
request for any feedback by 10 November

Remuneration Authority 10 September 2011

Preparation of Preferred Option with details of how it will work 
and sample remuneration results

Remuneration Authority 30 October 2011

Review Preferred Option and feedback from constituencies Representatives 15 November 2011

Meeting between Remuneration Authority and representatives to 
finalise details of Preferred Option

Remuneration Authority 
and representatives

30 November 2011

Implementation of Preferred Option for the 2012/13 year Remuneration Authority 1 March 2012

During the process the Remuneration Authority will keep the Local Government Minister and officials appraised 
of the process and its progress.

The timetable is tight but is achievable with full cooperation between all parties.
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3. Outline of Current Process for Residual Pools
The residual pool is set each year by reference to the population, expenses, and net assets (’statistics’) of 
each authority. Points are allocated using weights for each statistic. The size of the pool for each authority is 
derived from the points allocated to the authority using an algorithm3. The algorithm increases the pool size 
by tranches of points, where the higher points’ tranches result in lower allocations to the pool. This produces a 
relationship between points and pool size as illustrated in the following graph:

An additional statistic (Capital) is used for Regional Councils. 

Change factors, which recognise growth or decline in population (over the last five years) above or below the 
average for all authorities, are applied to the points before they are used to determine the pool.

A loading is applied for Unitary Authorities to recognise their dual responsibilities.

The weights used have remained unchanged over the years. 

These are: 

Territorial and Unitary 
Authorities

Regional Authorities

Population 50% 30%

Expenses 33% 30%

Net Assets 17% 5%

Capital 35%

3. An algorithm is a set of instructions, sometimes called a procedure or a function, which is used to perform a certain task.
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The algorithm for converting points to pool size has remained basically unchanged, apart from increasing the 
pool size in each tranche each year to reflect movement in wages. As an example, the algorithm used to convert 
points to residual pool amounts for the 2011/12 year was:

Points Residual Pool

From To

0 11,245 61,300 plus (points – 0) times 6.22

11,245 31,235 131,215 plus (points – 11,245) times 5.33

31,235 63,594 237,719 plus (points – 31,235) times 5.22

63,594 127,189 406,636 plus (points – 63,594) times 4.65

127,189 190,783 702,361 plus (points – 127,189) times 3.82

190,783 254,377 945,441 plus (points – 190,783) times 3.09

254,377 317,971 1,142,002 plus (points – 254,377) times 2.47

317,971 381,566 1,299,002 plus (points – 317,971) times 1.88

381,566 445,160 1,418,310 plus (points – 381,566) times 1.31

445,160 508,754 1,501,794 plus (points – 445,160) times 1.13

508,754 572,349 1,573,753 plus (points – 508,754) times 0.88

572,349 1,224,899 1,629,616 plus (points – 572,349) times 0.88

Until 2010, the total number of points for all councils was equal to the total population for all councils divided 
by the population percentage. As a result the total number of points was equal to twice the population (for 
Territorial and Unitary Authorities), as adjusted each year. Because the basic algorithm remained unchanged, 
pool sizes increased each year by both the increase in population and the wage movement adjustment. This 
may have distorted pool sizes, both overall and relatively.

From 2010 the figure for total points was kept constant and the algorithm adjusted by movements in wage 
growth only. There were further adjustments to the algorithm to compensate for the removal of the Auckland 
councils from the pool-setting process.

The method of determining and applying the change factors was also changed from 2010 to better reflect 
perceived additional remuneration needs for councils whose population movement was other than average. 

Total pools are advised to each local authority, which then makes recommendations to the Remuneration 
Authority regarding allocation of the pool between various elected member positions.

Some councils apply part of the pool to the payment of meeting fees. The daily rates for meeting fees and the 
maximum fees payable vary considerably between councils.
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■■ Issues Arising
1. Councils with the same pool sizes but different numbers of councillors have different per councillor 

salaries

2. The existence of Community Boards does not affect the points or residual pool size so that Councils 
with Community Boards have lower councillor salaries

3. Generally, 50% of Community Board salaries are met from the pool – is this ideal?

4. Do the current residual pools enable the payment of reasonable salaries for councillors and Community 
Board members?

5. Should there be separate pools for councillors and Community Board members?

6. Rates set for meeting fees, and maximum amounts, vary considerably between councils

7. Should meeting fees be allowed? If so, should there be a standard rate or rates?

8. Recommendations about how the pools should be allocated between positions of increased 
responsibility vary considerably between councils – should there be some standardisation?

9. Should the Remuneration Authority set minimum councillor salaries (depending on council size) and 
thereby possibly limit the amounts available for additional responsibilities?

10. Should the Remuneration Authority specify standard positions for additional responsibilities?

11. Should there be some extra allowances (over and above the pools) for district planning meetings?

12. Are there conflicts of interest for councillors in setting their own allocation from the pool?
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4. Outline of Current Process for Mayors and Chairs
A system similar to that used for setting residual pools (see above) was used up to 2010.

From the 2010/11 year the system was revised.

The revised system:

•	 Identifies sample councils (both Territorial and Regional) for which the mayoral and chair positions have 
been independently job sized

•	 Sets target remuneration for those sample councils by reference to the Remuneration Authority’s 
standard remuneration scales (which are reviewed annually) and the proportion full time deemed for 
each sample position

•	 Assigns points for each sample position, using the same statistics as are used for the residual pools 
(Population, Net Assets, Expenses and, for Regional Chairs, Capital)

•	 Finds a curve (or formula) that gives the best fit4 of points and target remuneration for the sample 
councils. For Territorial and Unitary councils the weights for each statistic are the same as those used for 
the residual pools. For Regional councils the weights are varied for each statistic to enhance the best 
fitting process

•	 The formula for the curve is then used to determine remuneration for all positions by assigning points 
using the optimum weights for the statistics.

As an example, the sample points and fitted curve are shown for Territorial and Unitary councils for the 2011/12 year:

 

We are comfortable with this revised system for mayors and chairs. It is likely that we will use the enhanced 
Regional system for Territorial and Unitary councils in future years.

fitted curve

4. Two candidate curves are used – a rectangular hyperbola with offset and a power curve with offset. Curve fitting is done using Excel Solver 
Add-in. Goodness of fit is measured by use of the R2 statistic.
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■■ Issues Arising
1. The need to ensure that suitable sample councils are identified, given they must represent all councils 

and must cover the range of the size of councils

2. The need to ensure regularly that the positions are correctly sized for the sample councils

3. The need to ensure regularly that the proportion of full-time work a position is deemed to have is fair 
and reasonable

4. Are salary reductions for the provision of mayoral or chair cars fair and reasonable?

5. Could the Remuneration Authority allow changes to cars (or usage) during the year, within set bands, 
without the need to adjust salaries?
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5. Options for the Future
Two broad options have been identified for setting remuneration for councillors and Community Board 
members.

■■ Pool Approach:
This is similar to the approach used in the past. It has the following key features:

•	 A pool is determined for each authority (either a single pool or one pool for councillors and one for 
Community Board members)

•	 Councils recommend the allocation of the pool for Remuneration Authority approval

•	 The Remuneration Authority may set minimum councillor salaries and/or specify standard councillor 
positions.

Pros and cons for this approach are:

Pros:

•	 Allows councils the flexibility to arrange their councillor roles to best meet their particular circumstances

•	 It is a system many are used to.

Cons:

•	 Councillors with similar-sized responsibilities in different councils may be paid markedly different 
salaries

•	 ‘One size fits all’ for councils with differing numbers of councillors or Community Boards may not be the 
best way

•	 Can be administratively complicated.

■■ Specified Salary Approach:
This approach would have the following key features:

•	 The Remuneration Authority would specify the base councillor salary for each council, based on an 
estimate of relative council size

•	 The Remuneration Authority would specify the base Community Board salary for each Community 
Board, based on an estimate of relative Community Board size

•	 The Remuneration Authority may allocate an amount for each council that could be used to increase 
councillors’ salaries to recognise increased responsibilities, or be used for meeting fees.

Pros and cons for this approach are:

Pros:

•	 Councillors with similar job sizes would be paid the same

•	 Perceived greater fairness between councils

•	 Community Board members’ pay may be fairer.

Cons:

•	 Removes some ability for councils to arrange their salaries and positions to best meet their particular 
circumstances

•	 Some councillors’ salaries might have to ’mark time’ or be reduced if the salaries are higher than the set 
base salary

•	 The Remuneration Authority would need to job-size more positions and to assess the proportion to 
which those positions are full time 

•	 It might be difficult for the Remuneration Authority to assess the time and degree of complexity relating 
to the governance and representational aspect of councillors’ jobs.
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6. Pool Approach 
■■ How it will work

A pool approach would have the following features:

•	 A method to rank councils by ’size’. The ’size’ will reflect the extent and complexity of the council’s 
business. This can be done by job-sizing selected councils on the basis of the job size if the whole of the 
council’s governance were carried out by a single person. Statistics (eg population, expenses) for the 
selected councils can then be used to find a combination of the statistics (’points formula’) which gives 
roughly the same number of points for each council of the same size. The ’points formula’ is then applied 
to all councils so that each council has a number of points allocated to it

•	 A method to determine a fair pool size in relation to points. This can be done, for sample councils, by 
assessing a fair salary for the councillors (taking into account the size of the job and assessed proportion 
to which the position is full-time), multiplying by the number of councillors and adding a margin for 
additional responsibilities to get a fair amount for each council’s pool. An algorithm can then be found 
which translates the points for each of the sample councils to give the fair pool amount. The algorithm is 
then applied to the points for each council

•	 There may be some adjustments to the resulting pools to recognise:

a. Significant changes in an individual council’s population base

b. The presence or otherwise of Community Boards

c. Efficiencies or additional responsibilities of Unitary Councils

d. Additional work of councils in years when there are District Planning reviews

•	 The Remuneration Authority may set some guidelines on minimum salaries and/or additional 
remuneration for additional responsibilities

•	 There may be some guidelines on the use and amount of meeting fees

•	 The Remuneration Authority will determine remuneration after considering recommendations by 
councils.

•	 The Remuneration Authority may issue some guidelines on appropriate additional salaries for sample 
positions with additional responsibilities.

■■ Issues
Issues to be addressed for the pool approach:

1. How to establish ’correct’ pool size and ’correct’ relativities:

a. Build up from councillor job sizes and Remuneration Authority standard pay scales?

b. How should correct full-time proportions for councillors in different councils be assessed?

c. How much extra should be available for additional responsibilities?

d. Separate pools for Community Boards?

e. What proportion of Community Board salaries should come from the pool?

2. What statistics to use to establish ’correct’ relativities between councils:

a. Population, assets, expenses?

b. What weights?

3. How to translate points to pool size:

a. Stepped algorithm or smooth curve?

b. Need to review whole process regularly to ensure it still remains fair and reasonable.

4. Should the Remuneration Authority set minimum councillor salaries for each council?

55



Remuneration Authority | Review of Local Authority Remuneration Setting – Discussion Document16

5. Should the Remuneration Authority set standard salaries and positions’ descriptions for positions of 
responsibility?

6. Should meeting fees be allowed? Should rates and caps be standardised?

7. Should there be extra pool amounts for years in which district plans are reviewed?

8. Should there be some recognition of varying governance and representational roles between councils? 
How?

9. Should the representational roles of Community Boards be recognised by reducing the representational 
component of salaries for councillors whose wards include Community Boards? How?

10. Should a change multiplier continue to be used to recognise population growth (or decline) outside the 
average?

a. Does change in population numbers really make a difference to size of job or time required to do 
job?

b. What formula should be used to recognise growth or decline outside the average?

11. How should the additional responsibilities of Unitary Councils be addressed?

a. Use a Unitary multiplier (currently 1.25)? 

12. How should the transition to new system be managed?

a. Minimum pools?
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7. Specified Salary Approach 
■■ How it will Work

A Specified Salary approach would be likely to have the following features:

•	 The Remuneration Authority would set the base salary for each councillor for each local authority. The 
base salary is likely to be based on the job size and the proportion full time that is assessed as being 
needed for the position’s responsibilities to be effectively carried. Research to date has indicated that 
there are about three different job sizes across all local authorities and the proportion full time ranges 
from 20% (equivalent to one day a week on average) to 80% (equivalent to 4 days a week on average). 
The relativities between local authorities (job size and proportion full time) will need to be determined.

•	 The Remuneration Authority will set the base salary for each Community Board member. The base salary 
is likely to take into account the population base of the Community Board and the level of delegation to 
the Community Board.

•	 An additional pool will be allocated to each local authority to enable the payment of additional salaries 
for additional responsibilities. It is possible that part of that pool could be used for meeting fees. The 
additional pool is likely to be based on a fixed percentage of the total of the base councillors’ and 
community board members’ salaries.

•	 The Remuneration Authority will determine the additional salaries and/or the meeting fees’ rules after 
considering representations from the local authorities.

■■ Issues
Issues to be addressed for the Specified Salaries approach:

1. Identification of sample councils from which to job size standard councillor positions and full-time 
proportions

2. What statistics are to be used to establish ’correct’ relativities between councils:

a. Population, assets, expenses?

b. What weights?

3. Should the representational roles of Community Boards be recognised by reducing the representational 
component of salaries for councillors whose wards include Community Boards? How?

4. How much extra (over and above standard salaries) should be allowed for additional responsibilities?

5. Should the Remuneration Authority set standard salaries and position descriptions for positions of 
responsibility?

6. Should there be some recognition of varying governance and representational roles between councils? 
How?

7. Should there be some recognition of population growth (or decline) outside the average?

a. How?

8. Should meeting fees be allowed?

a. Standard rate?

b. Standard cap?

9. Should there be extra pool amounts for years in which district plans are reviewed?

a. How much?

10. How should the additional responsibilities of Unitary Councils be accommodated?

a. Use a Unitary multiplier (currently 1.25)? 

11. How should the transition to a new system be managed?

a. Minimum pools?
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8. Questions to which Responses are Sought
It will be helpful to the Remuneration Authority if respondents give their views on the following (as well as 
views on any other relevant matters):

1. Preferred approach – Pool or Specified Salary? Reasons?

2. The best ways of establishing relativities between local authorities

3. Appropriate local authorities to use as representational samples

4. Proportion full time appropriate for local authorities of differing sizes

5. Should meeting fees be allowed? Set rate and cap?

6. Should allowance be made for the extra work generated by planning reviews in the years in which 
District Plans are reviewed? How?

7. If the Pool approach is chosen:

a. Should the Remuneration Authority set a minimum salary for councillors?

b. Should the Remuneration Authority set a minimum salary for Community Board members?

c. What are the best statistics to measure relativities between councils? Population? Expenses? 
Assets? Capital?

d. Should pool size be set independently of the existence of Community Boards?

e. What portion of community board salaries should be met from the pool?

f. Should pool size be adjusted for abnormal population growth or decline?

g. What is the best way to recognise the additional responsibilities of Unitary Councils?

8. If the Specified Salary approach is chosen:

a. Should standard salaries reflect the existence of Community Boards (ie be reduced if there are 
Community boards)?

b. How much extra money should be allowed for additional responsibilities and/or meeting fees?

c. Should the Remuneration Authority set standard salaries and positions’ descriptions for positions 
of responsibility

d. Should standard salaries be adjusted for abnormal population growth or decline?

e. What is the best way to recognise the additional responsibilities of Unitary Councils?
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Appendix A
■■ Remuneration Authority’s Obligations

The Local Government Act, Schedule 7 section 6, provides that:

1. The Remuneration Authority must determine the remuneration, allowances, and expenses payable to 
elected members

2. The Remuneration may do one or more of the following things:

a. Fix –

i. Scales of salaries

ii. Scales of allowances

iii. Ranges of remuneration

iv. Different forms of remuneration

b. Prescribe –

v. Rules for the application of those scales, ranges, or different forms of remuneration

vi. Rules for reimbursing expenses incurred by elected members

c. Differentiate – 

vii. Between persons occupying different positions in different local authorities or community 
boards

viii. Between persons occupying equivalent positions in the same local authorities or community 
boards

ix. Make determinations that apply to individuals, or groups occupying equivalent positions

3. Section 19 of the Remuneration Authority Act applies.

The Remuneration Authority Act has the following provisions which apply to determinations made under the 
local Government Act:

Sections 18 and 18 A require the Authority when making determinations to have regard to, or to take into 
account:

a. The need to achieve fair relativity with levels of remuneration achieved elsewhere

b. The need to be fair to both –

a. The people whose remuneration is being determined, and

b. Taxpayers or ratepayers

c. The need to recruit and retain competent people

d. The requirements of the position concerned

e. The conditions of service for those whose remuneration is being determined and conditions of 
employment for comparable positions

f. Any prevailing adverse economic conditions.

Section 19 covers the frequency of determinations and adjustments to determinations.

59



60



 

 
 
 
 

Ref:  LG09 
 
 

MEMORANDUM 
 
 
Date:  30 September 2011 
 
To:  Local Government Chief Executives 
 
From:  Mike Reid, Principal Policy Adviser, Local Government New Zealand 
 
Subject: Remuneration Review 
 
 
 
The Remuneration Authority has recently initiated its long awaited review of the process 
for setting elected members’ remuneration with the publication of a discussion 
document.  The deadline for comment is the 10 November 2011 and Local Government 
New Zealand  has established a working party to liaise with and provide feedback to the 
Authority. 
 
In order to assist councils respond to the questions in the Discussion Document we have 
prepared this memo outlining our initial thinking (the Discussion Document is available 
from Local Government New Zealand’s website at www.lgnz.co.nz).  
 
If you have specific views on the issues raised in the Discussion Paper, or issues which, 
for one reason or another, have not been included, please do not hesitate to let me or 
one of the working party know.  Members of the working party are:   
 
Richard Kempthorne 
Mayor of Tasman 
richard.kempthorne@tasman.govt.nz 
PB 4 
Richmond 7050 

Adrienne Staples 
Mayor of South Wairarapa 
themayor@swdc.govt,.nz 
PO Box 6 
Martinborough 5741 

Dave Cull 
Mayor of Dunedin 
mayor@dcc.govt.nz 
PO Box 5045 
Dunedin 9058 

Brendan Duffy 
Mayor of Horowhenua 
mayor@horowhenua.govt.nz 
PB 4002 
Levin 5540 

Mick Lester 
Chair Community Board Executive Committee 
mglester@clear.net.nz 
c/- PO Box 1214 
Wellington 6140 

Brian Lester 
Chief Executive Ashburton 
brianl@adc.govt.nz 
PO Box 94 
Ashburton 7740 

Kevin Lamb 
Administration Manager 
Waimakariri District Council 
levin.lamb@wmk.govt.nz 
PB 1005 
Rangiora 7440 
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PROBLEMS WITH THE CURRENT SYSTEM 
 
The current pool system has been in place for approximately 10 years.  In comparison to 
the previous approach for setting elected members’ remuneration it provides councils 
with considerably more discretion but over time has experienced a number of problems 
which have been identified by the Authority itself, for example: 
 

• Lack of equity in what elected members earn between councils of similar size 
• Problems created by the decision that half community board salaries should come 

from the councillors’ pool 
• Difficulties in maintaining relativities between councils  
• Problems with the interim period following each election and the time taken to 

gazette remuneration schemes 
 
To address these problems the Remuneration Authority has developed two options on 
which it is seeking the sector’s views, an amended pool option and the option of 
specified salaries. 
 
Question: which is better, pool or specified salary? 
 
Both approaches have the potential to address the problems created by the current 
remuneration model.  
 
Advantages with the pool model: 
 
The primary advantage of the pool model for councils is in having the freedom to 
develop bespoke governance arrangements and pay elected members accordingly. 
 
There are however some downsides: 
 

1 the time taken for new councils post elections to decide their governance and 
thus remuneration requirements 

2 the perception held by some in the community that elected members are deciding 
their own remuneration 

3 ongoing administration is more complex and time consuming for the 
Remuneration Authority. 

 
Advantages of the specified salary model 
 

1 Certainty of income immediately after election 
2 Once relativities are determined the system should be less complex than the 

pool. 
 
Disadvantages arise from the difficulty of developing a system that reflects the diversity 
of local government’s governance arrangements.  It is a complex task for the 
Remuneration Authority to distinguish between committee chairs with wide delegations 
and those with no delegations, or community boards with wide powers and those with 
none. 
 
ADDITIONAL QUESITONS 
 
Determining community board salaries given different levels of delegation 
Whether calculating a separate pool for community boards or individual board salaries 
the two critical considerations are likely to be the populations serviced by the boards and 
their levels of delegation.   
 
Q: what is the best method for distinguishing and categorising levels of delegation? 
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Q: are there other factors apart from population and delegations that need to be 
considered? 

 
Population is a major factor in determining the demands placed on an elected 
member.  Currently the Remuneration Authority uses the ‘normally resident’ population 
in its formula.  However, those districts which are popular holiday areas find their 
populations expand greatly over summer or winter (e.g. Queenstown Lakes DC) placing 
significant demands on elected members. 
 
Q: Is there a way of calculating both normally resident and holiday populations to 

ensure elected members from ‘holiday’ towns are treated equitably? 
 
The pool system was introduced to provide councils with greater flexibility.  In 
recent years councils have experimented with different ways of organising their 
governance arrangements, such as doing away with committees and having individual 
portfolio holders. 
 
Q: How important is this freedom to design bespoke or custom-made governance 
arrangements to councils? 
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DISCUSSION DOCUMENT QUESTIONS 
 
 
Option 1 an amended pool system (Section 6) 
 
The amended pool option attempts to keep the flexibility that councils have with the 
current pool system while addressing the problems identified above.  Two key points 
with this option that appear to be an improvement are: 
 

• Separate pool for each council rather than a single pool for all councils: should 
remove the problem caused by some councils growing faster than others and thus 
taking a bigger proportion of the existing pool. 

 
• Pool calculated by sizing an elected member’s job and multiplying that figure by 

the number of councillors: should make it easier for councils to review the 
number of elected members when undertaking representation reviews. 

 
Major Issues 
 
1 How to establish correct 

pool size and relativities 
Yes: build up from job sizing and the number of 
councillors 
Yes: separate pools for community boards as they 
provide an additional level of governance 
Yes: provide up to 5% of the salary pool for 
allocation to “extra’ duties 
No: community boards salaries should be fully 
funded from their own pool 

   
2 What statistics should be 

used to establish the 
correct relativities between 
councils? 

Population and expenses (remove assets from the 
formula).  The relativity should be 60% population 
and 40% expenses. 

   
3 How to translate points to 

pool size 
Regularly review to ensure outcomes are fair and 
reasonable 

   
4 Should the Authority set 

minimum councillor salaries 
for each council 

Probably not necessary 

   
5 Should the Authority set 

standard salaries and 
position descriptions for 
positions of authority? 

No, councils are too different, although discretionary 
templates would be helpful 

   
6 Should meeting fees be 

allowed?  
Yes, with standardised caps 

   
7 Should there be some extra 

pool amounts for years 
when the district plan is 
reviewed? 

Yes, but not just for district plan hearing committees, 
it could also fund portfolio holders and committee 
chairs. 

   
8 Should there be some 

recognition of varying 
governance and 

Yes: proportions will vary between territorial and 
regional councils. Territorial councils have a greater 
amount of representational responsibilities while 
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representation roles? regional councils have a larger governance 
component. 

   
9 Should the representation 

role of community boards 
be recognised by reducing 
that component of 
councillor salaries? 

No: community boards should be treated as a 
separate level of representation altogether. 

   
10 Should there be a change 

multiplier to recognise the 
additional work in fast 
growing or declining 
councils? 

No, but it is worth exploring whether some 
accommodation can be made for those councils 
which experience extreme population changes over 
the holiday periods. 

   
11 How should the additional 

responsibilities of Unitaries 
be accommodated 

Plus 25% seems a fair addition where councillors are 
less than full time 

   
12 Transition Minimum pools seems fine 
   
 
In summary the amended pool option has the ability to address a number of the problem 
areas identified by councils while also providing councils with discretion to determine 
appropriate governance frameworks and remuneration. 
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Option 2 Specified salary approach (section 7) 
 
The specified salary approach requires the Remuneration Authority to set a base salary 
for each type of position in each local authority.  A similar approach would be taken with 
regard to community board positions.  In addition a pool would be available for 
additional one-off responsibilities such as district plan reviews with recommendations 
signed off by the Authority. 
 
Major Issues 
 
1 Identification of sample 

councils from which to job 
size standard positions 

Look for a representative sample of small large, rural 
urban, North and South Island. 

   
2 What statistics should be 

used to establish the correct 
relativities between 
councils? 

Population and expenses with a 60/40 ratio 

   
3 Should the representation 

roles of community boards 
be recognised by reducing 
the representation roles of 
councillors? 

No – size community board jobs separately 

   
4 How much extra should be 

allowed for additional 
responsibilities? 

5% of remuneration budget 

   
5 Should the Authority set 

standard salaries and 
position descriptions? 

Discretionary templates would be helpful 

   
6 Should there be some 

recognition of varying 
governance and 
representation roles? 

Yes – between territorial councils and regional 
councils. 

   
7 Should there be a change 

multiplier to recognise the 
additional work in fast 
growing or declining 
councils? 

No – makes the formula and the analysis too 
complicated. 

   
8 Should meeting fees be 

allowed? 
Difficult in a specified salary model, will only work in 
a pool system which allows councillors to split their 
income between salaries and meeting fees. 

   
9 Should there be extra pool 

amounts for the year in 
which district plans are 
reviewed? 

Yes 

   
10 How should the additional 

responsibilities of Unitaries 
be accommodated 

Yes – with an additional 25% where councillors are 
less than full time 
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11 Transition Minimum pools  
   
 
The specified salary approach should address many of the problems created by the 
current remuneration model however it does require the Remuneration Authority itself to 
gather considerable information about the different jobs within different councils. 
 
A further problem faced by the Remuneration Authority with the specified salary model is 
how to decide how many committee chairs councils should be allowed and whether 
portfolio holders should be paid more than normal councillors.  This may require the 
Authority to still approve council proposals. 
 
 
Additional questions (section 8) 
 
1 Preferred approach and 

why 
(See below) 

   
2 The best way of 

establishing relativities 
Take a bottom up approach based on the number of 
councillors, job sizing and degree of full time 
commitment (hours worked). 

   
3 Appropriate councils to use 

as samples 
(See Attachment) 

   
4 Proportion of full time 

appropriate for local 
authorities of different sizes 

Should be determined by the use of a formula based 
on population and expenditure of each council 

   
5 Should meeting fees be 

allowed 
Yes, some councils continue to find them valuable – 
and yes a cap would make sense.  Salaries should be 
reduced by the proportion spent on meeting fees. 

   
6 Should allowance be made 

for extra work like district 
plan reviews? 

Yes, we recommend that 5% of the pool be made 
available for topping up the pay of elected members 
(including community board members) given 
additional responsibilities, such s a district plan review  

   
7 If a pool approach is 

taken? 
 

a Should the Authority set a 
minimum salary for 
councillors 

Not necessary as the pool is determined on the basis 
of a generic full time wage with individual elected 
members paid a percentage of the full time wage, 
depending on the size of the job. 
 

b Should the Authority set a 
minimum salary for 
community board 
members? 
 

The same approach could be used as that taken with 
councillors. 

c What are the best statistics 
for measuring relativities 
between councils? 

Relativities should be based on a combination of 
population and expenditure with a weighting towards 
population. 
 

d Should pool size be set Yes – we need to treat community boards as an 
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independently of 
community boards? 

additional level of governance. 
 

e What proportion of 
community board salaries 
should be met from the 
pool? 

All community board salaries should be met from 
outside the councillor pool. 
 

f Should the pool size be 
adjusted for abnormal 
growth decline? 

No 

g What is the best way to 
recognise additional 
responsibilities of unitary 
authorities? 

A 25% top up where they are not full time. 

   
8 If a specific salary 

approach is taken 
 

a Should salaries be reduced 
where a council has 
community boards? 

No, community boards are an additional level of 
governance. 
 

b How much extra money 
should be available for 
additional responsibilities? 

The equivalent of 5% of the total salary bill. 

c Should the Authority set 
standard job specifications 
for positions of 
responsibility 

Under this system yes. 

d Should standard salaries be 
adjusted for abnormal 
growth decline? 

No, however adjustment might be justified for those 
councils experiencing extreme population changes 
over holiday seasons. 

e What is the best way to 
recognise the additional 
responsibilities of unitary 
authorities 

Adjust the number of hours councillors are paid for 
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ATTACHMENT 1: APPROPRIATE COUNCILS TO USE AS SAMPLE 
 
Finding a sample of councils means achieving a mix according to population, degree of 
urban or rural characteristics; type of council such as territorial, regional and unitary and 
a selection from both islands. For example: 
 
 

• Carterton District Council 
• Central Hawkes Bay District Council 
• Christchurch City Council 
• Dunedin City Council 
• Grey District Council 
• Hurunui District Council 
• Marlborough District Council 
• New Plymouth District Council 
• Porirua City Council 
• Ruapehu District Council 
• Southland District Council 
• Stratford District Council 
• Waipa District Council 
• Wellington City Council 
• Western Bay of Plenty District Council 
• Napier City Council 
• Environment Waikato 
• Otago regional Council 

 
Community Boards 
 
We suggest that a sample of community boards should reflect differences between urban 
and rural and the level of delegations, for example:   
 
 

• Hastings rural community board 
• Thames Coromandel 
• South Taranaki 
• Christchurch 
• Waikato District 
• Wanaka community board 
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 MACKENZIE DISTRICT COUNCIL 
 
 
REPORT TO:  FINANCE COMMITTEE 
 
SUBJECT:  BANCORP QUARTERLY REPORT – SEPTEMBER 2011 
 
MEETING DATE: 8 NOVEMBER 2011 
 
REF:  FIN 9/1/9 
 
FROM:  MANAGER – FINANCE AND ADMINISTRATION 
 
ENDORSED BY: ACTING CHIEF EXECUTIVE OFFICER 
 
 
PURPOSE OF REPORT: 
 
The report has been tabled to inform Councillors of the performance of the Council’s 
investment portfolio, which is managed by Bancorp Treasury Services Limited. 
 
 
 
 
 
STAFF RECOMMENDATIONS: 
 
1. That the report be received. 

 
 
 
 
 
 
PAUL MORRIS             NATHAN HOLE       
MANAGER – FINANCE & ADMINISTRATION       ACTING CHIEF EXECUTIVE   
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ATTACHMENTS: 
 
Appendix 1: Quarterly report from Bancorp Treasury Services to 30 September 2011. 
 
PARTICULAR POINTS TO NOTE: 
  
Comparison with the Benchmark 

The Council’s portfolio increased in value by 1.51%, whereas the benchmark portfolio 
increased in value by 1.86% over the quarter, therefore the Council’s Portfolio 
underperformed compared to the benchmark. There are a number of reasons why Councils 
portfolio underperformed the benchmark index summarized as follows; 

• The credit spreads for the Morgan Stanley 2012 and Merrill Lynch 2013 bonds 
increased quite sharply during the quarter.  A credit spread is the spread between 
treasury Securities and Non-Treasury Securities that are identical in all respects 
except quality rating, effectively measuring the riskiness of a Non-Treasury Security 
to a Treasury Security.  The reason for the increase in credit spreads was due to 
concerns about the US banking systems exposure to European and, in particular, 
Greek s9overeign debt. 

• The price for Deutsche Bank 2014 Floating Rate Note declined slightly while prices 
for similar duration securities increased in price. 

• The overall duration of Councils portfolio did not increase until late in the quarter 
with the purchase of the new issue ANZ National Bank 2018 bond. 

Movements in the Portfolio 
 
The portfolio stands at $6.25 Million. The portfolio increased by $0.602 million over the 
period.  Details of the purchases are as follows: 

• Bought $0.50million of ANZ/National Bank maturing Sept 2018 with coupon of 
6.08% at a yield of 5.96% 

• Bought $0.102million of ASB (Sub Debt) Bonds maturing November 2012 with a 
coupon of 8.77% at a yield of 5.00%. 

 
At the end of September the weighted average running yield of Councils bond portfolio was 
6.74%. 
 
Policy Adherence 

• All financial market investments comply with the counterparty exposure limits as 
outlined in the Treasury Policy. 

• All investments are readily tradable (liquid) on the secondary market. 
• The duration of MDC’s portfolio at 2.38 years is well within the 25% allowable 

fluctuation band of the benchmark portfolio’s duration of 2.06 years. 
• Assets category percentages are as follows (excluding the call deposit): 

o Corporates 20% 
o Registered Banks 64% 
o Local Authorities 16% 

 
Financial Market Movements 
There were no movements in the Official Cash rate during the period. 
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PORTFOLIO REPORT 
FOR 

MACKENZIE DISTRICT COUNCIL 
 

FOR THE THREE MONTHS TO 30 SEPTEMBER 2011 
 

Please find detailed below a summary of the performances of the Mackenzie District Council’s (“MDC”) 

Long term Funds Portfolio and the benchmark portfolio for the three months ending 30 September 2011. 

The MDC’s Long Term Funds Portfolio, on an open to close valuation basis with coupons received during 

the quarter included, increased in value over the quarter by 1.51%. 

MDC Portfolio value 30 June 2011 $  6,011,122 

 

MDC Portfolio value 30 September 2011 $  6,599,938 

Add coupon payments $  111,452 

Net Purchases/Sales/Maturities $  -609,501 

 

Total  $ 6,101,889 

Change in Effective Cash Value       +1.51% 

 

The benchmark portfolio of fixed interest investments, on an open to close valuation basis with coupons 

received during the quarter included, increased in value by 1.86%. 

Benchmark Portfolio Value 30 June 2011 $ 9,507,130 

 

Benchmark Portfolio Value 30 September 2011 $ 9,610,771 

Add Coupon Payments $ 73,250 

Total $    9,684,021 

Percentage Change in Effective Cash Value          +1.86% 
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PORTFOLIO ACTIVITY 

A summary of the performance of MDC’s Long Term Funds Portfolio (“LTFP”) during the September 2011 

quarter is as follows.  

 MDC’s portfolio underperformed the benchmark index, increasing in value by 1.51% compared to 

the benchmark portfolio’s increase of 1.86%. 

 The running yield of the portfolio as at 30 September was 6.74%, well above the current 90 day bank 

bill rate of 2.85%.  

 The nominal value of the portfolio increased by $602,000 to $6.25 million, during the quarter. 

 OCR 90 day 1 year 
swap 

2 year 
swap 

3 year 
swap 

5 year 
swap 

10 year 
swap 

30 June 2011 2.50% 2.66% 2.89% 3.36% 3.76% 4.37% 5.16% 
30 Sept 2011 2.50% 2.85% 2.92% 3.11% 3.34% 3.78% 4.51% 

Change Nil% +0.19% +0.03% -0.25% -0.42% -0.59% -0.65% 

During the quarter, the yield curve flattened with short term rates moving up slightly while medium and 

longer term swap rates fell. The extent of the fall was more pronounced the further out along the yield 

curve the comparison was done. At the beginning of July, the market barometer of the steepness of the 

yield curve, that is, the spread between the 2 year swap rate and the 10 year swap rate was 180 basis 

points, by the end of the quarter it had decreased to 140 basis points. The main impetus for the 

contraction in the spread was the fall in longer term rates which was a result of the ongoing problems in 

Europe and the United States.      

During the September 2011 quarter, credit spreads on the New Zealand bond market increased slightly, 

from an average of 112 basis points to 131 basis points, as the worsening global economic outlook 

resulted in credit markets around the world ‘tightening up’. The increase in the credit spreads is depicted 

in the graph on the next page which shows the average spread for all NZD denominated bonds (with the 

exception of the supra-nationals) rated between ‘A-‘ and ‘AAA’ since the second quarter of 2007.  
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Despite MDC’s portfolio having a longer duration (2.38 years) than the benchmark index (2.06 years), the 

MDC portfolio underperformed the benchmark index during the quarter. The underperformance was due 

to three main reasons, as follows:- 

 The credit spreads for the Morgan Stanley 2012 and Merrill Lynch 2013 bonds increased quite 

sharply during the quarter, by 70 basis points and 157 basis points respectively. This resulted in the 

outright yields for these bonds increasing over the quarter whereas the yields for other bonds with a 

similar maturity actually declined during the same period. Neither of these bonds is in the benchmark 

index. The reason for the increase in the credit spreads for these two bonds was due to concerns 

about the US banking systems exposure to European and, in particular, Greek sovereign debt. While 

this is a valid concern we do not see the need to liquidate these bonds at present, as a 

comprehensive plan is being formulated to solve the European/Greek debt issue (see next section).       

 The price for the Deutsche Bank 2014 Floating Rate Note (“FRN”) declined slightly during the 

quarter, from 95.27 to 93.88 (please note that as the Deutsche Bank is a FRN it trades at a price not a 

yield). Again, this decrease occurred over a period when other securities of a similar duration 

increased in price.  

 While the duration of the portfolio was increased during the quarter with the purchase of the new 

issue ANZNational Bank 2018 bond, the increase did not occur until late in September by which 

time yields had fallen. A purchase was not made earlier in the quarter due to a lack of suitable 

investments.    

There were no maturities during the quarter, however the nominal value of MDC’s portfolio increased by 

$602,000 up to $6,250,000 due to two purchases being made, details of which are below.  

 $102,000 of ASB (sub debt) November 2012 bonds at a yield of 5.00%. The purchase increased 

the nominal amount of the holding of this bond to $500,000. 

 $500,000 of ANZNational Bank September 2018 bonds at a yield of 6.08%.  

GLOBAL MARKETS OVERVIEW 

By the end of the September quarter, world markets were spooked by the prospect that another recession 

might be imminent. Eurozone debt concerns continued to bubble with the fate of Greece hanging in the 

balance. As it stood there appeared to be two options for the beleaguered country, the first one being that 

Greece actually defaults on its debt obligations, with bondholders having to take a ‘haircut’ on their holdings of 

Greek sovereign debt. This would however have huge implications for European banks (who hold significant 

amounts of Greek debt) and which presumably would result in them needing to recapitalise their balance 

sheets, with assistance for this coming from the IMF and the EU. The second outcome is that Greece is simply 

not allowed to default, with French President Nicolas Sarkozy firmly of the view that this is the only option. 

Sarkozy stated that there is “no credible alternative” to giving aid to Greece, suggesting an expansion of 

the EUR440 billion European Financial Stability Facility to help deal with the problem.  

Events in Europe overshadowed those in the US over the latter part of the quarter. However the US Federal 

Reserve (“Fed”) in recognition of the deteriorating fiscal and economic situation adopted a two pronged 
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response, in an attempt to provide further stimulus to an economy which is groaning under the weight of a 

whopping USD1.6 trillion deficit annual deficit. Firstly at its August meeting it pledged to keep interest rates low 

“at least through mid-2013”, this replaced the previous “for an extended period “wording. Secondly in 

September it announced ‘Operation Twist’ which involves selling short dated Treasury bonds and buying long 

dated bonds, the objective being to reduce long term lending rates. 

Price action for US 10 year Treasury bonds during the quarter reflected the safe haven buying patterns of 

nervous investors, who somewhat paradoxically regard the US Treasury bond market as a place to seek 

sanctuary in these challenging economic times. The benchmark US 10 year bond rate fell from 3.18% at 

the beginning of July to 1.91% by the end of September, reaching a low of 1.67% on 23 September. The 

previous low reached near the height of the GFC in late 2008 was 2.12%, thus providing a clear 

indication of the extent of the world’s problems.  

NEW ZEALAND OVERVIEW 

New Zealand was not immune to the fallout from the current global financial slowdown. This was 

recognised by the Reserve Bank of New Zealand (“RBNZ”) when it released the September Monetary 

Policy Statement (“MPS”). Significantly, the MPS it excluded the reference made in the July OCR Review 

to the possibility of unwinding March’s emergency 50 basis point rate cut which followed February’s 

Christchurch earthquake.  

The RBNZ noted “global economic risks have increased” and “there is now a real risk that global 

economic activity slows sharply.” Specifically, with regard to monetary policy the RBNZ stated “if recent 

global developments have only a mild impact on the New Zealand economy, it is likely that the OCR 

will need to increase. For now, given the recent intensification in global economic and financial risks, it 

is prudent to continue to hold the OCR at 2.5 percent.” 

The GDP data for the June quarter certainly backed up the RBNZ’s pessimistic outlook with the New 

Zealand economy growing by a meagre 0.1% for the quarter and 1.4% for the year. Market expectations 

had centred on an increase of 0.5%, with the RBNZ projection slightly above this at 0.6%. Business 

confidence has also taken a hit with the latest NBNZ business confidence survey showing a sharp decline 

with optimists down to 34.4% from 47.6% in the previous report. 

In the most recent blow to the New Zealand economy, ratings agencies Fitch Ratings (“Fitch”) and 

Standard and Poor’s (“S&P”) lowered the country’s credit rating at the end of September. Fitch came out 

first, downgrading New Zealand’s long term rating from ‘AA+’ to ‘AA’, with a stable outlook, stating it is 

unlikely New Zealand will be able to reduce its current account deficit over the next few years in a 

sustainable way. S&P were quick to follow, cutting the long term foreign currency rating from ‘AA+’ to 

‘AA’, and noting that that there is a likelihood that household and corporate debt will continue to rise, at 

the same time as earthquake related spending pressures and fiscal stimulus to support growth strain the 

government’s ability to curb borrowing.  
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Medium and longer term interest rates in New Zealand followed the global trend lower, with the 5 year 

swap rate finishing the quarter at 3.78% and the 10 year rate at 4.51%, although these levels were some 

way off the lows of 3.62% and 4.28% respectively seen in late September, especially for the 10 year 

swap rate.  

NEW ZEALAND OUTLOOK 

With little optimism around either the local or international recoveries, the RBNZ appears likely to sit on 

the sidelines for the foreseeable future. Inflation pressures remain muted and the rocky outlook certainly 

provides no justification for pre-emptive moves by the RBNZ. The interest rate outlook is all but flat over 

the next twelve months with current pricing in the Overnight Index Swap market showing that there is 

only a 48% chance of a 25 basis point hike in the OCR in June and that it is not until October that a 25 

point hike is fully priced in.  

The chart below shows the 90 day bank bill futures market pricing, depicting the RBNZ’s assumed track 

for the 90 day rate from both the June and September Monetary Policy Statements, together with market 

pricing prevailing at the end of September.  
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Near term direction of New Zealand swap rates will be largely dependant on developments offshore, 

specifically in Europe, with volatility unlikely to decrease from the present elevated levels.   

LOCAL AUTHORITY SECTOR  

After a flurry of bond issues by both rated and unrated local authorities in the June quarter, issuance 

volumes declined significantly in the September quarter. Judging from what bonds were issued, it 

appeared that margins initially stabilised around the levels that prevailed at the end of June, although late 
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in the September quarter there was some upward pressure evident as the credit markets adjusted to the 

worsening global economic position. 

Margins for bank debt also were relatively unchanged from the end of June levels, with bank debt still a 

little more expensive than bond issuance of a similar tenor. This situation will most likely continue for 

some time as institutions jostle for scrip ahead of the expected introduction of the Local Government 

Funding Agency.    

Below are details of issues by local authorities in the latter part of the quarter.   

 Selwyn District Council issued $15.0 million of 1 year Floating Rate Notes at a margin of 88 basis 

points over swap. It should be noted that the margin seems high when compared to other recent 

issues, albeit for a longer tenor, however Selwyn is perceived to have ‘earthquake issues’ which 

probably had a detrimental effect on the margin.  

 Dunedin City Treasury issued $50.0 million of 4 year Floating Rate Notes at a margin of 90 basis 

points over swap.   

 Ashburton District Council issued $2.0 million of 7 year fixed rate bonds in late September for 

settlement in October at a margin of 145 basis points over swap.  

POLICY ADHERENCE 

 As at 30 September 2011, all financial market investments comply with the counterparty exposure 

limits. 

 As far as liquidity is concerned, all of the bonds (with the possible exception of the Morgan Stanley 

and Merrill Lynch bonds) in the portfolio have been traded regularly on the secondary market over 

the quarter. 

 The duration of the MDC portfolio at 2.38 years is within the 25% allowable fluctuation band of the 

benchmark portfolio’s duration of 2.06 years. 

 The asset category percentages comply with the Treasury Policy. These are listed below and are 

depicted in the graph below. 

- Registered Banks  64.00% 

- Corporates  20.00% 

- Local Authorities  16.00% 
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MACKENZIE DISTRICT COUNCIL 
 
REPORT TO: FINANCE COMMITTEE 

FROM:  MANAGER – FINANCE AND ADMINISTRATION 

SUBJECT:  MACKENZIE TOURISM AND DEVELOPMENT TRUSTEES’ 
TERMS OF OFFICE 

 
MEETING DATE: 8 NOVEMBER 2011 

REF:  LAN 7/1/1 

 
PURPOSE OF REPORT: 
 
At the Mackenzie Tourism and Development Trust meeting on 28 September 2011 the 
Trustees recommended terms of office to the Council. 
 
 
RECOMMENDATIONS: 
 

1. That the report be received. 
 

2. That the Council confirms the following terms of office for the Mackenzie Tourism 
and Development Trustees: 

1 year Paul Morris and John Bishop  
2 years Cathy Hemsworth 
3 years Jim Scott and Ken Davidson 
 
 
 

PAUL MORRIS 
MANAGER – FINANCE AND ADMINISTRATION 
 
 
 
 
 
NATHAN HOLE 
ACTING CHIEF EXECUTIVE OFFICER  
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MACKENZIE DISTRICT COUNCIL 
 
 
REPORT TO:   FINANCE COMMITTEE 

SUBJECT:  ANNUAL REPORT SUMMARY FINANCIAL YEAR 

ENDED 30 JUNE 2011  

MEETING DATE:  8 NOVEMBER 2011 

REF:   FIN 1/4/2 

FROM:   MANAGER – FINANCE AND ADMINISTRATION 
 
ENDORSED:   ACTING CHIEF EXECUTIVE OFFICER 
 
 
PURPOSE OF REPORT: 
 
Council is required under Local Government Act 2002 Sec 98 4(b), to make publicly 
available, a summary of the information contained in its Annual Report. 
 
Sec 98 (5) requires the summary to fairly and consistently represent the information 
regarding the major matters dealt with in the Annual Report. 
 
 
RECOMMENDATIONS: 
 
1. That the report be received. 

2. That the Annual Report Summary for the year ended 30 June 2011 be adopted and the 
Manager of Finance & Administration be authorized to publicly release the summary. 

 
 
 
PAUL MORRIS 
MANAGER – FINANCE AND ADMINISTRATION 
 
 
 
 
 
NATHAN HOLE 
ACTING CHIEF EXECUTIVE OFFICER 
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Mackenzie District Council 
 

Annual Report Summary 
2010—2011 

Statement from the Mayor 
and CEO 

The year ending 30 June 2011 was a challeng-

ing one for Council as the na�onal economy 

remained flat, our local growth dividend dimin-

ished from what we have enjoyed in recent 

years and investment returns were reduced. 

 

Council con�nued to make steady progress in 

several areas in the face of these challenges 

and successfully adjusted its ra�ng regime to 

moderate some of the more extreme effects of 

the latest District revalua�on. 

 

The progress we have made is due to the dedi-

ca�on and effort of both elected members and 

staff and it is appropriate to acknowledge the 

efforts and successes of the Mackenzie team. 

Financial Overview 

During the year ended 30 June 2011, the Coun-

cil recorded an opera�ng deficit of $685,000 

compared with a budgeted surplus of 

$1,051,000.  The budget includes $1,090,000 

of real estate sales. Only $207,000 was realised 

and was recorded as other gains/(losses). 

 

The Council’s net opera�ng expenditure 

(excluding deprecia�on and asset impairment) 

was $7,156,000, $23,000 ahead of the budget 

of $7,133,000 primarily due to the expenses of 

Plan Change 13 not being able to be capitalised 

as planned.  The 2010 figure was $7,314,000. 

 

Opera�ng revenue was $9,804,000 (net of 

vested asset income nil, forestry revalua�on. 

$82,000, carbon credits $140,000, investment 

revalua�ons $82,000 and write downs of as-

sets available for sale $372,000) $599,000 be-

low the budget of $10,403,000.  This was prin-

cipally due to delays in comple�ng a planned 

property sale in Tekapo.  The comparable fig-

ure from 2010 was $10,583,000. 

Performance Measures 

Of the 101 performance measures reported 

against in the Plan, 61 were fully achieved, 25 

were not achieved and 15 were either not 

measured or were not applicable to the cur-

rent year.  These results were broadly similar 

to those achieved in 2010 where the compara-

ble figures were 106, 65, 21 and 20. 

Governance 

The elec�ons in October 2010 drew a voter 

turnout of 66% and were run smoothly by 

council staff.   The outcome saw a number of 

new faces around the Council table.  John 

O’Neill, Mayor since 2004 and councillor since 

1998, did not seek re-elec�on and was suc-

ceeded by Claire Barlow.  Other newly elected 

members were all in the Pukaki Ward, where 

John Bishop, Peter Maxwell and Anne=e Mon-

ey joined returning Opuha Ward Councillors 

Graeme Page, Graham Smith and Evan Wil-

liams.  Former Councillors Simon McDermo= 

(1998-2010) Dave Pullen (2004-10) and Leon 

O’Sullivan (2007-10) did not seek re-elec�on as 

Councillors.  The four re�ring members con-

tributed a total of thirty three years of service 

to the community as councillors or mayor, 

which is a remarkable record.   

 

The elec�ons also saw new members on Coun-

cil’s three community boards.  Ashley Shore 

and Julia Bremner were elected in Fairlie, Ian 

Radford was elected in Tekapo and Elaine 

Curin and Kieran Walsh were new members in 

Twizel.  

 

The transi�on to the new bodies went smooth-

ly with an orienta�on programme provided for 

new members and other training opportuni�es 

undertaken.  

The incoming Council and community boards 

were soon busy with the budget round for the 

2011/12 year.  A different approach was taken 

with the Annual Plan, trying to present the 

contents in a more readable way and ac�vely 

seeking feedback on a number of issues.  The 

response from the community was heartening 

with a total of 201 submissions being received. 

 

It has also been pleasing to see community 

boards becoming more proac�ve in seFng 

local priori�es and either taking the lead or 

facilita�ng others in advancing a number of 

community projects.  These include the green-

way developments in Twizel, the village green 

and streetscape improvements in Fairlie and 

the footbridge, playground, sundial and solar 

system model in Tekapo. 

 

Water Supplies 

The provision of water for both urban and 

farming purposes remains a key strategic issue 

for the District.  The implementa�on of the 

Canterbury Water Management Strategy in the 

Mackenzie will be a challenging task as u�lisa-

�on of alpine water for down country land is 

opposed by some and a careful balance has to 

be struck between economic, environmental 

and cultural interests.  During this year, two 

Capital Works 

A total of $2,547,000 of capital work was undertaken during the year which was 77% of the 

budget of $3,294,000 (excluding vested assets). 

 

The major components of the capital spend are given in the following table: 

 

 

 

Work Budget ($000’s) Actual ($’000’s) 

Fairlie main water pipeline 600 472 

Eversley sewage re�cula�on 165 162 

Urban reseals 166 199 

Rural reseals 184 288 

Metalling & pavement rehabilita�on 470 451 

Minor safety works 183 110 

Hangar & crosswind runway – Pukaki Airport - 236 

Total major projects 1,768 1,918 

Other minor projects 1,526 629 

  3,294 2,547 

89



Mackenzie District Council 

zone implementa�on commi=ees were estab-

lished in the area with Council represented on 

both the Upper Waitaki and the Orari Opihi 

Pareora commi=ees. 

 

Upgrading of the Council’s supplies to meet 

na�onal water standards is another significant 

challenge with the large capital costs of im-

provements having to be borne by a very small 

number of ratepayers. 

 

During the past year, the main pipeline servic-

ing the Fairlie township was renewed from the 

reservoir through to the township at a cost of 

$472,000, less than originally an�cipated. 

 

Council proposed as part of its annual plan 

consulta�on that temporary chlorina�on be 

installed in the Twizel Water Supply, which has 

not been treated for many years.   Council de-

cided to proceed with this aLer gauging the 

responses from Twizel residents and ratepay-

ers. 

 

Progress on other areas of capital spend has 

not been so good.  The key strategic decision 

on whether to relocate the Twizel water supply 

has s�ll to be made and inves�ga�ons are s�ll 

con�nuing. 

 

The renewal of the exis�ng Twizel water supply 

consent was s�ll outstanding at 30 June 2011. 

At Manuka Terrace, tes�ng of exis�ng bores 

did not yield sa�sfactory results and more work 

will be needed here. 

 

Design work for a new treatment regime for 

Tekapo was not completed. 

 

Upgrading water schemes to required stand-

ards needs a health risk assessment of each 

catchment to be agreed with the Ministry of 

Health.  This work is behind schedule. 

 

Sewerage 

Council completed the extension of the Fairlie 

sewerage re�cula�on into the Eversley Reserve 

to alleviate a long standing issue with poorly 

func�oning sep�c tanks in an area with high 

ground water.  A small bore pressure sewerage 

system has been installed at a cost of $236,000 

for on-property works and $162,000 for re�cu-

la�on.  Residents have un�l January 2012 to 

connect their houses to the new system.   

 

Upgrading of the Twizel oxida�on ponds was 

required when Council obtained a renewal of 

its exis�ng resource consent.  The disposal 

trench was shortened, and the ponds reconfig-

ured to improve treatment.  Meters s�ll have 

to be installed and the trench fenced off. 

 

Nego�a�ons with the adjoining land owner to 

purchase land for rapid infiltra�on ponds have 

not progressed.  At Tekapo a small extension to 

the exis�ng disposal field drainage system was 

designed and installed to resolve a problem. 

 

Stormwater 

Some work has been done on the ongoing Re-

gional Council administra�on charges for dis-

charge of stormwater from residen�al proper-

�es in Twizel and elsewhere.  The possibility of 

Council taking over some form of global storm-

water consent has been mooted but no resolu-

�on was reached during the past year. 

 

Solid Waste 

The past year saw a major change in Council’s 

means of dealing with solid waste.  A heads of 

agreement was signed with Envirowaste Ser-

vices Ltd for a ten year contract to undertake 

this work on behalf of Council.  Wheelie bins 

have replaced plas�c bags as the main means 

of collec�ng household refuse.  From 2012 

targeted rates will bear a greater propor�on of 

the costs of the opera�on. Twizel will be the 

hub for sor�ng recyclable material with residu-

al waste compacted and disposed of at a facili-

ty in Winton, Southland.  The mothballed Ver�-

cal Compos�ng Unit will not be required and 

will be sold. 

 

Consulta�on on this change showed strong 

community support for such a change which 

came into effect on 3 October 2011. 

Roading 

The capital programme for the year included 

the replacement of a small bridge at Lake Alex-

andrina and the widening of the Clayton Road 

seal where 1km was completed before the 

threat of poor weather caused the remainder 

to be deferred un�l Spring 2011. 

 

Resealing and road metalling made up the bulk 

of the capital por�on of the programme 

$487,000 of reseals were completed and 

$406,000 worth of metalling undertaken. 

 

A successful ini�a�ve this year was the intro-

duc�on of clay to maintenance metal and 

wearing course aggregate to compensate for 

the lack of fines and poor cohesion of mainte-

nance metal available in the area.  Ini�al results 

have been encouraging with a 17% reduc�on in 

grading required. 

 

Safety footpaths were installed on Mt Cook 

Road and Nixons Road in Fairlie, a new access 

road was formed at Lake Ruataniwha and the 

boat ramp roads upgraded.  In Tekapo, Alexan-

dra Terrace was formed and sealed. 

 

Council’s contractor has focused a=en�on on 

improving substandard drainage on targeted 

roads including work on Godley Peaks Road 

and Braemar Road. Pavement failures resul�ng 

from drainage failure were repaired as part of 

this work. 

 

During the year the Council tendered its road-

ing maintenance contract which was success-

fully won by the incumbent contractor 

Whitestone Ltd for a three year period with 

two one-year extensions based on perfor-

mance. 

 

Council reviewed its bridge stock and com-

mi=ed to a programme of progressive replace-

ment. 

 

The Council also decided to take responsibility 

for the ownership of Hayman Road from the 

penstocks of Tekapo B to State Highway 8 aLer 

it nego�ated a contribu�on towards deferred 

maintenance from Meridian and Genesis. 

 

Planning and Regula�on 

Two major projects dominated ac�vity in re-

source management during the year.  Signifi-

cant planning changes for Twizel township 

were incorporated into Plan Change 15 which 

was agreed to by Council in July 2011.  No ap-

peals were lodged.  The degree of work was 

greater than expected which caused an ini�al 

delay in publicly no�fying the change. 

 

The Mackenzie Basin plan changes were ap-

pealed to the Environment Court which con-

cluded its hearing in August 2010.  No decision 

had been released by the Court by 1 November 

2011. 

 

Plans to incorporate exis�ng guidelines for the 

Lake Alexandrina se=lements into the District 

Plan did not proceed. 

 

During the year consent was granted to Meridi-

an Energy for the construc�on of a small hydro 

facility at the Pukaki outlet dam.   

 

Compliance with statutory �meframes varied 

during the year: 

Resource Consents—100% compliance (target 

95%) 

Land Informa�on Memorandums—97% com-

pliance (target 100%) 

 

Building consents were issued in accordance 

with the required �meframes 99% of the �me, 

be=er than the target of 95%.  Building Con-

sent Authority accredita�on was maintained 

during the year. 

 

Due to staff shortages, there were delays in 

following up unregistered dogs this year, which 

led to 100 known dogs remaining unregistered 

at year end. 

 

Community and Recrea�onal Facili�es and 

Services 

A highlight of the year was the comple�on of 

extensions to the Fairlie Medical Centre with 

much of the fundraising facilitated by the Mac-

kenzie Medical Trust. 

Council also assisted a community group with 

the installa�on of a new playground and stage 

at the Village Green in Fairlie.  The entrance to 

the Twizel Events Centre was refurbished as 

the major township project there. 

 

Resource Consent was not granted for the 

proposed Lake Tekapo Community Centre on 
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Its lakeside site and there has been a degree of 

rethinking and further consulta�on on the prior-

i�es for community facili�es in the township.  

Council has agreed to provide seed funding for 

the Tekapo Footbridge and other community 

based projects such as the playground and sun-

dial have been supported. 

 

Ligh�ng was installed on the Tekapo walkway 

and replacement equipment purchased for the 

exis�ng community hall. 

 

In Twizel work also con�nued on the Twizel 

greenway upgrading and trees on the State 

Highway 8 frontage were cleared for later re-

plan�ng.  The pool was repainted and new co-

vers installed. 

 

The outside of the Community Centre was re-

painted and seats in the theatre refurbished. 

 

New arrangements were agreed with Mackenzie 

College for the opera�on of the Community 

Library. 

 

Other work included refurbishment of a pen-

sioner flat in Twizel, improvements to the Coun-

cil offices in Fairlie and Twizel, new toilets at 

Lake Alexandrina and internal repain�ng of halls 

at Albury and Sherwood. 

 

Commercial Ac�vi�es 

The Forestry Board’s financial health has been 

partly restored as a result of the sale of carbon 

credits which have maintained cash flow during 

a period of limited �mber sales. 

 

Real estate ac�vity was largely limited to the 

conclusion of the planned sale of the leased 

Tekapo Camping Ground. Other plans to devel-

op Village Centre land at Tekapo have been 

progressed with a partnership entered into with 

a commercial party for that purpose. 

 

Sec�on sales at the Pukaki Airport have been 

halted due to the depressed real estate market 

but Council did approve two ini�a�ves by the 

Board – the installa�on of a grass cross-wind 

runway and the construc�on of a hangar that is 

planned to be leased. 

 

Council also revisited its policy on the use of 

investment income.  From next year, between 

40-50% of the general rate requirement can be 

offset by investment interest and any surplus 

retained for other purposes.  Council felt that 

there should be limita�ons on how much of its 

interest income should be used for normal oper-

a�ons. 

 

Other Ac�vi�es 

During the year, there were ongoing concerns 

about the financial performance of the Macken-

zie Tourism and Development Trust, which is a 

Council controlled organisa�on  Council offered 

loan assistance but was reluctant to increase its 

ra�ng contribu�on un�l it had a clearer direc-

�on on the sustainability of all of the Trust’s 

opera�on.  ALer balance date new trustees 

were appointed by Council. 

 

The Trust’s work in securing government fund-

ing to construct an Alps to Ocean cycle trail cul-

minated in an agreement with Waitaki District 

Council to manage the ongoing opera�on of the 

trail through a Council controlled organisa�on. 

 

 

 
 
 
 
 

    
 

 
 

 

 

 

 

Nathan Hole           Claire Barlow 

Ac+ng Chief Execu+ve Officer      Mayor 
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Summary Statement of Service Performance for the Year Ended 30 June 2011 

Mackenzie District Council aims to contribute to the economic, environmental, social and cultural wellbeing of the community by 
helping to realise six community outcomes: 

• An attractive and highly valued natural environment 

• A thriving economy 

• A democracy which upholds the rights of the individual 

• A fit and healthy community 

• Safe, effective and sustainable infrastructure 

• A supportive and contributing community. 

The following are the key performance measures which have been extracted from the full Statement of Service Performance  

Targets/Objectives Performance Measures (2009-2019) Result 

• Council’s schedule of six weekly meetings runs from late January through to 
December each year.  Special meetings are also held from time to time.  Coun-
cil’s Finance and Operations Committees also meet on a six weekly cycle with 
meetings of the Planning Committee largely determined by resource consent 
hearings.   

• No identified breaches of the Local Government (Official Information and Meet-
ings) Act 1987.  

• At least 9 meetings of Council held during the year, and 20 meetings 
of Council committees. 

 
 
 

• No identified breaches of the Local Government (Official Information 
and Meetings) Act. 

Achieved 
(2009-2010 
Achieved) 
 
 
Achieved 
((2009-2010 
Achieved) 

• A summary of the long-term council community plan, annual plan and annual 
report is sent to all ratepayers annually. 

• Number of special consultations held during the year and number of 
submissions made in response. 

Achieved 
(2009-2010 
Achieved) 

• Community boards meet regularly and provide recommendations on local issues 
to Council. 

• Each Community Board meets eight times during the year. 
 
 

• Recommendations including budget submissions are forwarded to 
Council for approval 

Achieved 
(2009-2010 
Achieved) 
 

Achieved 
(2009-2010 
Achieved) 

Significant Activity - Governance 

Significant Activity - Water 

Targets/Objectives Performance Measures (2009-2019) Result 

• Access the level of E coli in the drinking water supply. 
 

• Scheduled monitoring completed.  
 
 
 

• No failure to issue boil water notices when hazard identified. 

• Fairlie, Tekapo, Burkes Pass and Allandale 100% compliance. 
 
 

• 100% 
 
 

• 100% 

Achieved 
(2009-2010 
Achieved) 
Not Achieved 
(2009-2010 Not 
Achieved) 
Achieved 
(2009-2010 
Achieved) 

• Complete Public Health Risk Management Plans (PHRMP). • Complete catchment risk assessments for five catchments.  Deter-
mine design parameters for new treatment in Tekapo. 

Not Achieved 
(2009-2010 Not 
Measured) 

• Maintenance budget is sufficient for both planned and reactive maintenance.  • Maintenance programme is achieved.  Achieved 
(2009-2010 
Achieved) 

• No disruption exceeds eight hours. 
 
• Normal duration of 90% of disruptions is less than six hours. 

• 100%. 
 

• 100%.  

Not Achieved  
(2009-2010 Not 
Achieved) 
Achieved  
(2009-2010 
Achieved) 

• Set achievable budgets for the available resources and complete what we plan 
each year. 

• Work planned is completed within budget. Not Achieved (2009-
2010 Not Achieved) 

• All resource consent conditions are complied with.  • 100% compliance. Not Achieved (2009-
2010 Not Achieved) 

Significant Activity - Sewerage 

Targets/Objectives Performance Measures (2009-2019) Result 

• Pump stations cope with effluent volumes. • No sewage overflows from pump stations. Achieved  
(2009-2010 Achieved) 
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Significant Activity - Sewerage 

Targets/Objectives Performance Measures (2009-2019) Result 

• Systems operate with minimal disruption due to blockages.  • Annual blockages are less than six per 10km of sewer. Achieved  
(2009-2010 Achieved) 

• Effluent is treated to required standards of resource consents.  • All resource consent conditions are met.  Not Achieved  
(2009-2010 Not 
Achieved) 

• Sewage is able to be disposed of without significant disruption.  • Temporary or permanent repairs within 6 hours (during working 
hours) or 9 hours (outside working hours). 

Achieved  
(2009-2010 Achieved) 

Significant Activity - Storm Water 

Targets/Objectives Performance Measures (2009-2019) Result 

• Specified flood event protection is maintained.  
 

• No complaints about damage caused by flooding.  Achieved  
(2009-2010 Achieved) 

• All resource consent conditions are met.  • 100% Compliance.  Not Achieved  
(2009-2010 Not 
Achieved) 

Significant Activity - Roading  

Targets/Objectives Performance Measures (2009-2019) Result 

• The average roughness of urban roads as measured by NAASRA counts 
 

• The % of measures exceeding 150 NAASRA counts. 
 

• The average roughness of rural roads as measured by NAASRA counts. 
 

• The % of measures exceeding 110 NAASRA counts.  

•  Average < 100 counts 
 

• <10%. 
 

• Average < 80 counts 
 

• <10%   

 Not Measured  
(2009-2010 Not Meas-
ured) This measure 
covers all four tar-
gets. 
 
  

• Number of projects completed each year. •  2 Minor Improvement projects.   Achieved  
(2009-2010 Achieved) 

• Number of fatal accidents due to road factors  •  Nil.  Achieved  
(2009-2010 Achieved)  

• For audited sections of the roading network, contract specifications are fully met 
or identified defects are remedied within agreed time frames.  

•  98% 
 

 Achieved  
(2009-2010 Achieved) 
 

• Mackenzie’s urban and rural sealed roads are smoother than the national aver-
age. 

• Smoothness is higher than the National average. Not Measured 
(2009-2010 Not Meas-
ured) 

• Percentage of requested budget carried forward compared with total operating 
costs. 

• <5% . Achieved  
(2009-2010Achieved)  

• Emergency work response times.  On-site within 1 ½ hours to begin reinstate-
ment  

• 100% Not Achieved 
(2009-2010 Not Meas-
ured) 

Significant Activity - Solid Waste  

Targets/Objectives Performance Measures (2009-2019) Result 

• The number of compliant bags of waste put out for collection at the kerbside. .  
 

• 100% of bags put out for collection will be collected. Achieved  
(2009-2010 Achieved) 

• The percentage of solid waste from the District Resource Recovery Parks divert-
ed from landfill.  

• 70%.  Not Achieved  
(2009-2010 Not 
Achieved) 

• The sales of quality compost produced through the VCU using green waste and 
putrescible waste.  

• 100m3 per annum  Not Measured 
(2009-2010 Not 
Achieved) 

• Compliance with resource consent conditions.  • 100% compliance  Not Achieved  
(2009-2010 Not 
Achieved) 
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Significant Activity - Regulatory 

Targets/Objectives Performance Measures (2009-2019) Result 

• All dogs are registered and national dog database is continually kept up to 
date.  

 
 
 

• Respond to all complaints of wandering dogs and stock within 12 hours.  

•  100% of dogs are registered by year end. 
 

• All registered dogs on the national database. 
 
 

• Target  met.  

Not Achieved 
(2009-2010 Achieved)  
 
Achieved 
(2009-2010 Achieved)  
 
Not Achieved 
(2009-2010 Achieved)  

• To promote and carry out fire control measures in the Mackenzie District in 
accordance with the combined rural fire authority “Rural Fire Plan”. 

• All volunteer rural fire teams are registered with the NRFA and meet 
the industry standards. 

Not Achieved 
(2009-2010 Achieved)  
  

• To ensure all premises selling liquor are licensed and all registered food 
premises are licensed. 

•  No premises lack the appropriate licence. Achieved 
(2009-2010 Achieved)  

• To carry out two civil defence training sessions per year with staff and volun-
teers on familiarisation with Council Civil Defence arrangements. 

•  Plan requirements complied with. Not Achieved 
(2009-2010 Not 
Achieved  

Targets/Objectives Performance Measures (2009-2019) Result 

• Complete the Twizel township plan change during the 2009/10 year. 
 
 

• To prioritise and complete plan changes identified as necessary by Council.  
  
 
 

• To process non-notified resource consents within the statutory timeframe of 
20 working days. 

  
 

• To process land information memoranda within statutory timeframe of 10 
working days. 

• Twizel township plan changes completed by 30 June 2010.  
 
 

• Other agreed changes processed within agreed timeframes. 
 
 
 

• 95% compliance  
 
 
 

• 100% compliance. 

Not Achieved 
(2009-2010 Not 
Achieved)  
  
Achieved 
(2009-2010 Not Appli-
cable)  
  
Achieved 
(2009-2010 Not Meas-
ured)  
 
Not Achieved 
(2009-2010 Not Meas-
ured)   

Significant Activity – Resource Management 

Targets/Objectives Performance Measures (2009-2019) Result 

• To process 95% building consents and property information memoranda 
within the statutory timeframe.  

• 95% compliance . Achieved 
(2009-2010 Not Meas-
ured)  

• Council maintained the audit to occur in November 2009.  • Accreditation Maintained. Achieved 
(2009-2010 Achieved)  

Significant Activity – Building Control 

Targets/Objectives Performance Measures (2009-2019) Result 

• Pensioner housing occupancy is maintained at 95% 

 

• No rentals exceed 80% of market value, and no increase exceeds $5 per 
week. 

 

• Programmed work is completed.  

• Housing Occupancy Rate. 
 

• Rentals and annual increases do not exceed targets. 
 
 

• Compliance with planned maintenance programme. 

Achieved 
(2009-2010 Achieved)  
 
Achieved 
(2009-2010 Achieved)  
 
Achieved 
(2009-2010 Achieved)  

• Medical Centres—Programmed Work is Completed. • Buildings provided and maintained in compliance with building 
maintenance plan. 

Achieved 
(2009-2010 Achieved)  
  

• Public Toilets—Toilets maintained in line with contract specifications as 
revealed by audit and complaints. 

• Four clear quarterly audits and less than 12 complaints per annum. . Achieved 
(2009-2010 Achieved)  

• User charges cover the majority of costs associated with cemeteries. 
 
 

• Cemeteries maintained in line with contract specification as revealed by staff 
audits.  

• User charges recover 75% of operational cost. 
 
 

• As determined by quarterly audits performed by staff.  

Achieved 
(2009-2010 Not 
Achieved)  
 

Achieved 
(2009-2010 Achieved)  

Significant Activity – Community Services 

Summary Statement of Service Performance for the Year Ended 30 June 2011 cont... 
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Significant Activity – Commercial Activities  

Summary Statement of Service Performance for the Year Ended 30 June 2011 cont... 

Significant Activity – Community Services 

Targets/Objectives Performance Measures (2009-2019) Result 

• Grants to resource centres in Fairlie and Twizel—All contractual requirements 
are met 

• That all funds are allocated in line with rules from the granting organisations 
(Sport & Recreation New Zealand and Creative New Zealand). 

 

• Sport South Canterbury fulfils the agreed work programme.  

• No contractual breach. 
 

• Full compliance. 
 
 

• Satisfactory Report.  

Achieved 
(2009-2010 Achieved)  
  
Achieved 
(2009-2010 Achieved)  
 
Achieved 
(2009-2010 Achieved)  

Significant Activity – Recreational Facilities 

Targets/Objectives Performance Measures (2009-2019) Result 

Swimming Pools 

• Pools available for use during programmed opening times. 
 
 
 

• Pool water quality meets New Zealand Standard (NZS 5826: 2000) . 
 
 

• Increase usage outside public hours by an average of two hours per week of 
opening  

  

• No programmed opening hours lost. 
 
 
 

• No breach of standard. 
 
 

• Two hours of extra use per week of opening . 

  
Achieved 
(2009-2010 Not 
Achieved)  
 
Achieved 
(2009-2010 Achieved)  
 
Achieved 
(2009-2010 Achieved)  
  

Halls and Community Centres 

• Facilities are kept clean and always available for use. 
  

• Fees and charges are reviewed annually, to ensure they move in line with 
operational costs. 

 

• Buildings are maintained in line with the building maintenance plan. 

  

• No instances of hall unavailability. 
 

• Fees reviewed and publicised. 
 
 

• Programmed work completed. 

  
Not Achieved 
(2009-2010 Achieved)  
  
Achieved 
(2009-2010 Achieved)  
  
Achieved 
(2009-2010 Achieved)  

Parks, Reserves and Amenity Areas 

• Walkways adequately maintained in line with the National Standard. 
 

• All new or upgraded playgrounds meet appropriate safety standards. 
 

• Contract specifications as determined by regular audits. 

  

• Standards met. 
 

• Full compliance New Zealand Standard 5828:2004. 
 

• No significant breaches identified. 

  
Achieved 
(2009-2010 Achieved)  
 
Achieved (2009-
2010 Not Measured) 
Not Achieved  
(2009-2010 Not 
Achieved) 

Libraries 

• Use of library is maintained as measured by ratio of issues per ratepayer. 
  

• Agreed opening hours are met. 

  

• 12.66 issues per ratepayer. 
 

• No departure from agreed opening hours. 

 
Not Achieved  
(2009-2010 Not 
Achieved) 
Achieved 
(2009-2010 Achieved)  

Targets/Objectives Performance Measures (2009-2019) Result 

Investments 

• Investments outperform benchmark portfolio. 
 
 

• Reviews undertaken. 

  

• Council’s cash investment portfolio independently reviewed each quarter. 
 
 

• Council will review the annual report and statement of intent for its 
investments in Alpine Energy Limited on an annual basis . 

  
Not Achieved  
(2009-2010 
Achieved) 
 
Not Achieved  
(2009-2010 
Achieved) 

Mackenzie Forestry Board 

• Approval of the statement of intent is made prior 30 June in each year . 
 
 

• 100% of all new planting should be demonstrated by project analysis to be 
able to achieve a minimum internal rate of return of 7% pre-tax . 

 
 

• To complete the final stage of planting at Fox Peak Plantation. 

  

• Council will approve the statement of intent for the Mackenzie Forestry 
Board. 

 

• To ensure that all new planting should achieve the minimum internal 
rate of return. 

 
 

• To achieve the strategic direction for the Council’s forestry estate to 
have 900 planted hectares. 

  
Achieved  
(2009-2010 Not 
Achieved) 
 
Not Applicable 
(2009-2010 Not 
Applicable) 
 
Achieved  
(2009-2010 Not 
Achieved) 
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Significant Activity – Corporate Services 

Targets/Objectives Performance Measures (2009-2019) Result 

• All plans and reports completed in accordance with the Local Government Act 
2002. 

• Completion of Annual Reports by 31 October each year. 
 

• Adoption of long-term council community plans by 30 June every three 
years. 

 

• Adoption of Annual Plans by 30 June in the intervening years. 

Not Achieved 
(2009-2010 
Achieved)  
Not Applicable 
(2009-2010  
Not Applicable)  
Achieved 
(2009-2010 
Achieved)  

Targets/Objectives Performance Measures (2009-2019) Result 

Real Estate 

• Market analysis is undertaken on a regular basis for the land identified for 
disposal as scheduled in the significance policy. 

  

• A full land rationalisation process will be completed by June 2010.  

  

• Council will progress the disposal of the areas of land identified for sale. 
 
 

• Council will progress the land rationalisation process to identify further 
areas of land deemed surplus to its requirements.  

  
Achieved 
(2009-2010 Not 
Achieved)  
  
Not Achieved 
(2009-2010 Not 
Achieved)  

Rental Properties 

• All lease agreements are reviewed on a regular basis.  

 

• Council will ensure that the terms of each commercial lease agreement 
are adhered to.  

 
Achieved 
(2009-2010 
Achieved)  

Pukaki Airport Board 

• The board will report to Council on regular basis on its activities and pro-
gress towards meeting its goals.  

 

• The board achieves the goals set in its Statement of Intent.  

 
Achieved 
(2009-2010 
Achieved)  

Significant Activity – Commercial Activities  

FRS43 Disclosures to be read in conjunction with the following summary accounts: 

Explanation of Major Variances against Budget 

Explanations for major variances from Mackenzie District Council’s estimated figures in the 2010/11 Annual Plan are as follows: 

Statement of Comprehensive Income 

The operating deficit was below budget by $1,736,000, due to the following: 
Income from vested assets estimated to be $300,000 did not eventuate this financial year.  Vested assets depend on subdivision and development occurring and for the 2010/11 
year, this did not occur due to the prevailing economic climate. 

 
Real estate sales was nil for the year while the budget was $1,090,000.  This was due to a delay in progressing the sale concerned.  This is expected to occur in 2011/12 year.  

Investment income was $1,012,000 which was $258,000 greater than budget.  Council managed to secure higher interest returns on its bond portfolio as well as investing its 
surplus cash in short-term deposit offering 1-1.5% higher return than its investments in the 2010 year. 

 
Subsidies and grants were $1,365,000 which was lower than budget of $1,478,000.  The bulk of those subsidies, are from NZTA and is dependent on the level of roading work 
undertaken.  Total roading expenditure (capital and operational) was also down on budget by $313,000 which had an impact on subsidies claimed.  Rental income contributed 

$136,000 to the favourable other income variance mainly due to increased returns from rentals such as Tekapo camping ground and Depot rentals.  Member expenses increased 
by $39,000 above budget due to costs associated with running the local body elections for 2010 as well as additional costs associated with water zone committees. 

Consultancy expenses of $554,000 have exceeded budget by $228,000 mainly due to the costs of Plan Change 13 and 15 which Council had budgeted to capitalise. 
 
Asset impairment of $358,000 consists of $7,000 relating to the reduction in value of carbon credits held at balance date along with an allowance for full impairment of Councils 

Vertical Composting Unit (VCU).  The VCU net book value has been impaired as it has been mothballed for 12 months and is now considered obsolete with the introduction of 
Councils new wheelie bin service. 

 
Loss on sale and assets written off are $112,000 above budget and relate to prior years work in progress for the Western Catchment stormwater project being written off and 
expensed.  Depreciation has increased by $388,000 on a budget of $2,519,000 due to changes in asset revaluation undertaken this year.  Operational and maintenance costs 

amounted to $2,575,000 which was $222,000 below budget of $2,797,000.  The major contributors to the favourable variance were in solid waste of $102,000 due to the moth-
balling of the VCU and costs relating to liquor licensing being offset against revenue by Councils contractor but being budgeted for on a grossed-up basis. 

 
Events after Balance Date 
On 10 August 2011 High Country Health Ltd repaid in full its loan owing to Mackenzie District Council. 

A fire occurred on 3rd October 2011 in The Old Library Cafe, a Council owned building.  The building is subject to an insurance claim. 
 

Council has, upon renewing its insurance cover for the period 1 July 2011 to 30 June 2012 had to accept a lower insurance cover for its assets.  The major changes are: 

• $1million below ground infrastructure cover has been lost 

• Cover for above ground assets is covered 100% for all perils except where the cause is due to earthquake, geothermal activity and tsunami 

• Where damage is caused by any of the above, three perils cover is limited to 80% of value 

Council is reviewing whether to join LAPP to cover its below ground infrastructure assets.  It is not currently a member. 

 

Prior Period Adjustments and Changes in Accounting Policies 

Council’s subsidiary Mackenzie Tourism and Development Trust (the Trust) has been required to restate its results for the financial year ended 30 June 2010.  The adjustment 
arises from the Trust accounting for commissions received as agent for various accommodation providers on gross sales basis rather than a net sales basis.  The Trust has also 
taken into account as an expense the difference between the gross sales and the net sales.  This change in accounting treatment has reduced Group Other Income and Group 

Operating and Maintenance Expenditure by $445,000. 
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Council 
Actual 
2009/10 
$000’s 

  
Group 
Actual 
2009/10 
$000’s 

    
Council 
Budget 
2010/11 
$000’s 

  
Council 
Actual 
2010/11 
$000’s 

  
Group 
Actual 
2010/11 
$000’s 

    REVENUE       

1,951 1,951 General Rates 1,173 1,259 1,259 

3,374 3,374 Targeted Rates 4,344 4,336 4,336 

1,421 1,532 Subsidies & Grants 1,478 1,365 1,365 

884 885 Investment Income 754 1,012 1,013 

1,922 2,295 Other 1,310 1,643 2,072 

1,047 1,047 Real Estate Sales 1,090 - - 

251 251 Financial/Upgrade Contributions 234 95 95 

85 85 Reserve Contributions 20 27 27 

625 625 Other – Gains/(losses) - (1) (1) 

11,560 12,045 Total Revenue 10,403 9,736 10,166 

    OPERATING EXPENSES       

1,735 2,124 Employment Expenses 1,763 1,749 2,165 

231 231 Member Expenses 237 276 276 

557 557 Consultancy Expenses 326 554 554 

680 714 Administration 745 762 833 

2,434 2,555 Operational & Maintenance Expenses 2,797 2,575 2,617 

1,084 1,084 Roading Expenses 1,265 1,101 1,101 

2,739 2,745 Depreciation 2,519 2,907 2,916 

350 350 Cost of Sales real Estate - 27 27 

243 243 Loss on Sale and Assets Written Off - 112 112 

191 164 Asset Impairment - 358 358 

10,244 10,767 Total Expenditure 9,652 10,421 10,959 

1,316 1,278 OPERATING SURPLUS (DEFICIT) 751 (685) (793) 

2,141 2,141 VESTED ASSETS 300 - - 

3,457 3,419 OPERATING SURPLUS (DEFICIT) BEFORE TAXATION 1,051 (685) (793) 

- - Provision For Taxation - - - 

3,457 3,419 OPERATING SURPLUS (DEFICIT) AFTER TAXATION 1,051 (685) (793) 

492 492 Increase/(Decrease) in revaluation reserves - 9,565 9,565 

3,949 3,911 Net Comprehensive Income 1,051 8,880 8,772 

Statement of Comprehensive Income for the year ended 30 June 2011  
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Council 
Actual 
2009/10 
$000’s 

  
Group 
Actual 
2009/10 
$000’s 

    
 
 
 

  
Council 
Budget 
2010/11 
$000’s 

  
Council 
Actual 
2010/11 
$000’s 

  
Group 
Actual 
2010/11 
$000’s 

171,227 171,251 Equity at the start of the Period   173,281 175,176 175,162 

3,949 3,911 Net comprehensive income   1,051 8,880 8,772 

175,176 175,162 Total Equity at the End of the Period as restated.   174,332 184,056 183,934 

  
Council 
Actual 
2009/10 
$000’s 

  
Group 
Actual 
2009/10 
$000’s 

     
Council 
Budget 
2010/11 
$000’s 

  
Council 
Actual 
2010/11 
$000’s 

  
Group 
Actual 
2010/11 
$000’s 

93,700 93,686 Accumulated General Funds  91,392 93,147 92,994 

(882) (882) Capital Reserves  (2,001) 457 457 

1,640 1,640 Operational Reserves  - (33) (33) 

6,333 6,333 Special Funds  7,469 6,533 6,533 

48 48 Other Reserves  - 50 50 

74,337 74,337 Asset Revaluation Reserve  77,472 83,902 83,902 

175,176 175,162 PUBLIC EQUITY  174,332 184,056 183,934 

    NON CURRENT LIABILITIES        

           - - Housing New Zealand  516 - - 

61 61 Accrued Landfill Closure Costs  55 61 61 

61 61 Total Non Current Liabilities  571 61 61 

  CURRENT LIABILITES        

1,342 1,512 Trade & other payables  1,858 1,249 1,363 

145 176 Employee Entitlements  129 154 199 

- 30 Other Liabilities  - - 25 

1,487 1,718 Total Current Liabilities  1,987 1,403 1,587 

176,724 176,941 TOTAL PUBLIC EQUITY & LIABILITIES  176,890 185,520 185,582 

    NON CURRENT ASSETS        

144,695 144,734 Property, Plant & Equipment  150,454 161,461 161,493 

258 259 Intangible Assets  - 120 120 

2,306 2,306 Forestry  1,529 2,388 2,388 

3,301 3,301 Non-Current Portion Property Intended for Resale  - - - 

11,028 11,027 Investments  12,203 11,549 11,499 

161,588 161,627 Total Non Current Assets  164,186 175,518 175,500 

    CURRENT ASSETS        

1,400 1,518 Trade & other receivables  1,718 1,368 1,394 

61 90 Inventories  - 1,349 1,374 

3,280 3,311 Cash and Cash Equivalents  2,128 3,602 3,631 

9,238 9,238 Current Portion Properties Identified for Disposal  8,858 2,650 2,650 

1,157 1,157 Current portion of Investments  - 1,033 1,033 

15,136 15,314 Total Current Assets  12,704 10,002 10,082 

176,724 176,941 TOTAL ASSETS  176,890 185,520 185,582 

Statement of Changes in Equity for the Year Ended 30 June 2011 

Statement of Financial Position as at 30 June 2011 

Lake Tekapo Winter—Photo : George Empson 
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Statement of Cashflows for the Year Ended 30 June 2011 cont ... 

Notes to the Financial Statements for the Year Ended 30 June 2011 
NOTES 

1. Part 6 s 98(b) of the Local Government Act 2002 requires Council to make publicly available a summary of information contained in its Annual Report. 

2. All figures reported in the summary are presented in New Zealand dollars, rounded to the nearest thousand. 

3. The specific disclosures included in the summary financial report have been extracted from the full financial report adopted on 28 October 2011. This summary has been 
prepared in accordance with FRS 43: Summary Financial Statements. 

4. The summary financial report cannot be expected to provide as complete an understanding as provided by the full financial report. The report dated 28 October 2011 has 
received an unmodified audit report. A copy of the financial report may be obtained from the Council’s offices or on the Council’s website (www.mackenzie.govt.nz). 

5. This summary financial report has been examined by the auditor for consistency with the full financial report. An unmodified auditor’s report is included with this summary. 

6. The Council has complied with New Zealand equivalents to the International Financial Reporting Standards as applicable for public benefit entities. 

7. The information included in the Summary Financial Report has been extracted from the audited full financial report and authorised for issue by Council’s Manager—

Finance and Administration on 8 November 2011 

8. The Group consists of Mackenzie District Council and its subsidiary Mackenzie Tourism and Development Trust. 
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Council 
Actual 
2009/10 
$000’s 

  
Group 
Actual 
2009/10 
$000’s 

      
Council 
Budget 
2010/11 
$000’s 

  
Council 
Actual 
2010/11 
$000’s 

  
Group 
Actual 
2010/11 
$000’s 

    OPERATING ACTIVITIES         

    Cash was Provided From         

5,325 5,325 Rates   5,529 5,595 5,595 

4,631 5,018 Other Income   5,157 2,780 3,317 

489 490 Interest Received   375 607 608 

385 385 Dividends Received   379 390 390 

(23) (23) Goods and services tax (net)   - 64 70 

10,807 11,195     11,440 9,436 9,980 

    Cash was Applied To:         

6,829 7,227 Payment to Suppliers and Employees   6,826 6,177 6,789 

3,978 3,968 Net Cashflow from Operating Activities   4,614 3,259 3,191 

              

    INVESTING ACTIVITIES         

    Cash was Provided From         

- - Sale of Investments   14 64 64 

- -     14 64 64 

              

2,000 2,016 Applied to: Purchase assets   3,696 2,554 2,537 

940 940 Purchasing of Assets  244 447 398 

(2,940) (2,956)    (3,940) (3,001) (2,935) 

(2,940)  (2,956)   Net Cashflow from Investing Activities   (3,926)  (2,937)  (2,871)  

    FINANCING ACTIVITIES         

- - Applied to: Debt repayment   3 - - 

- - Net cashflow from Financing Activities   (3) - - 

              

    SUMMARY OF NET CASHFLOWS         

3,978 3,968 Net cashflow from Operating Account   4,614 3,259 3,191 

(2,940) (2,956) Net cashflow from Investing Account   (3,926) (2,937) (2,871) 

- - Net cashflow from Financing Account   (3) - - 

1,038 1,012 Net increase/(decrease) in cash & cash equivalents   685 322 320 

              

2,242 2,299 Cash & cash equivalents at beginning of period (1 July)   1,443 3,280 3,311 

3,280 3,311 Cash & cash equivalents  at end of period (30 June)   2,128 3,602 3,631 
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Audit Report 

To the readers of 
Mackenzie District Council and group’s 

Annual report 
For the year ended 30 June 2011 

 
 

 
 
Julian Tan 
Audit New Zealand 
On behalf of the Auditor‑General 
Christchurch, New Zealand 
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