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Timaru District Council 

Notice is hereby given that a meeting of the Commercial and Strategy Committee will be held in 
the Council Chamber, Timaru District Council, King George Place, Timaru, on Tuesday 21 July 2020, 
at the conclusion of the Community Development Committee meeting. 

Commercial and Strategy CommitteeMembers 

Clrs Peter Burt (Chairperson), Allan Booth (Deputy Chairperson), Richard Lyon, Gavin Oliver, Paddy 
O'Reilly, Barbara Gilchrist, Sally Parker, Stu Piddington, Steve Wills and  and the Mayor Nigel Bowen 

Quorum – no less than 2 members 

Local Authorities (Members’ Interests) Act 1968 

Committee members are reminded that if you have a pecuniary interest in any item on the agenda, 
then you must declare this interest and refrain from discussing or voting on this item, and are 
advised to withdraw from the meeting table. 

Donna Cross 
Group Manager Commercial and Strategy 
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6 Confirmation of Minutes 

6.1 Minutes of the Commercial and Strategy Committee Meeting held on 9 June 2020 

Author: Jo Doyle, Governance Advisor  

 
 

Recommendation 

That the Minutes of the Commercial and Strategy Committee Meeting held on 9 June 2020 be 
confirmed as a true and correct record of that meeting. 

 

 
 

 

Attachments 

1. Minutes of the Commercial and Strategy Committee Meeting held on 9 June 2020   
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Minutes of Timaru District Council 
Commercial and Strategy Committee Meeting 

Held in the Council Chamber, Timaru District Council, King George Place, Timaru 
on Tuesday, 9 June 2020 at 12.35pm 

 

Present: Cr Peter Burt (Chairperson), Cr Allan Booth (Deputy Chairperson), Cr Richard 
Lyon, Cr Paddy O'Reilly, Cr Barbara Gilchrist, Cr Sally Parker, Cr Stu Piddington, 
Cr Steve Wills, Mayor Nigel Bowen 

In Attendance:  Community Board Representatives 

 Geraldine Community Board – Jan Finlayson  

 Council Officers 

 Group Manager Commercial and Strategy (Donna Cross), Chief Financial Officer 
(David Codyre), Chief Executive (Bede Carran), Governance Advisor (Jo Doyle),  

6B1 Apologies 

Resolution 2020/16 

Moved: Cr Paddy O'Reilly 
Seconded: Cr Sally Parker 

That the apologies from Cr Gavin Oliver and Raewyn Hessell of Pleasant Point Community Board 
be accepted. 

Carried 

 

2 Identification of Items of Urgent Business 

There were no matters of urgent business. 

3 Identification of Matters of a Minor Nature 

There were no matters of minor nature. 

4 Declaration of Conflicts of Interest 

Cr Allan Booth declared an interest in Aoraki Development. 

5 Chairperson's Report 

Resolution 2020/17 

Moved: Cr Peter Burt 
Seconded: Cr Barbara Gilchrist 

The Chairperson provided a brief report of attendance at Council meetings and workshops. 

Carried 
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6 Confirmation of Minutes 

7B6.1 Minutes of the Commercial and Strategy Committee Meeting held on 28 April 2020 

0BResolution 2020/18 

Moved: Cr Steve Wills 
Seconded: Mayor Nigel Bowen 

That the Minutes of the Commercial and Strategy Committee Meeting held on 28 April 2020 be 
confirmed as a true and correct record of that meeting. 

Carried 

  

7 Reports 

8B7.1 LGFA Trust Deed Amendment 

The Committee considered a report  on the amendment of specific Debenture Trust Deed 
documents presented by the Chief Financial Officer. 

LGFA is where Council goes to in order to borrow funds. It was set up in 2010 by the National 
Government to help Local Authorities borrow funds for capital funding needs.  The Council is a 
guarantor to the scheme as it has over $20 million in borrowing from the scheme.  $20 million is 
the threshold when borrowers are required to sign on as a guarantor.  While the quantum of 
potential liability is high, the risks as guarantor are considered low given LGFA’s credit rating which 
is the same as the New Zealand government. 

Proposed changes to the deed mean council controlled organisations such as TDHL could borrow 
at the same rates that are available to councils to ensure cheaper debt.  

1BResolution 2020/19 

Moved: Mayor Nigel Bowen 
Seconded: Cr Barbara Gilchrist 

That Council resolves that it has considered the following three deeds, approves the entry by 
Timaru District Council into those deeds, and authorises two elected members to execute those 
deeds on behalf of Timaru District Council: 

a. Amendment and Restatement Deed (Notes Subscription Agreement) 

b. Amendment and Restatement Deed (Guarantee and Indemnity) 

c. Amendment and Restatement Deed (Multi-Issuer Deed). 

Carried 

 
9B7.2 Aoraki Development - Draft Statement of Intent 

The Committee considered a report on the updated draft Statement of Intent (SOI) for Aoraki 
Development and for Council to determine the feedback to be provided to the Aoraki Development 
Board.  
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This is an updated SOI that now includes Tourism, and the focus for the next year. 

A sustained and extensive promotion of the district was launched on 3 May “Escape to Timaru” 
around the South Island to protect the $195m that comes from domestic spend. 

The financial matters discussion will be held in the Annual Plan Council meeting on 23 June. 

2BResolution 2020/20 

Moved: Cr Richard Lyon 
Seconded: Cr Sally Parker 

That the Committee considers the draft Statement of Intent for Aoraki Development & Promotions 
Limited (AD) and the feedback to be provided to the AD Board. 

Carried 

 
10B7.3 Aoraki Development and Promotions Limited - Quarterly Report - 1 January 2020 to 31 

March 2020 

To present to the Timaru District Council, as shareholder, the Aoraki Development quarterly report 
for the period 1 January to 31 March 2020.  Raeleen De Joux was introduced as the Deputy Chair. 

The quarterly report was extended to include March and provide commentary around Covid-19.  
Feedback from the community is that a significant impact has been felt and is expected to continue 
in waves.  The business community are in support of the chamber and Council for work that has 
been provided, and Aoraki Development have walked down the main streets of Timaru, Temuka 
and Geraldine to talk directly with business about the challenges they are facing and assisting 
where possible. 

Many businesses have taken the opportunity to reset and how they can operate to meet the 
market and look at whether their supply chains are right. 

The suffering to the community is expected when the wage subsidy ends or when specific parts are 
ordered from overseas and can’t be delivered as quickly as they usually would. 

Generally the Timaru district is in a good place compared to other parts of the country. 

During the Covid-19 period, Council, District Health Board, PrimePort, Sanfords and Fonterra came 
together to take a lead role in promoting a social procurement culture throughout their businesses 
and to socialised what this would mean for supporting local communities.   

The re-ignition panel is setting clear objectives, and receiving good feedback, but it was noted it 
was important to get youth around the panel table as well.  This should be finalised over the next 
week and will take in all aspects of the community who have been disadvantaged.  

3BResolution 2020/21 

Moved: Cr Barbara Gilchrist 
Seconded: Cr Steve Wills 

That the Aoraki Development and Promotions Limited (Aoraki Development) quarterly report be 
received and noted. 

Carried 
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11B7.4 Timaru District Holdings Limited - Quarterly Report - 31 March 2020 

The Committee considered the TDHL quarterly report for the period 1 January to 31 March 2020 
presented by the Chief Financial Officer. 

It was reported that most of the content of this report are pre Covid-19 events. 

The final paragraph of the letter was corrected to read “still in conditional phase”. 

The interest amount attributed to the Showgrounds was queried.  This was explained as the loan 
for this property has not be paid as no income has been generated, when the sale is completed the 
entire debt will be cleared. 

4BResolution 2020/22 

Moved: Cr Barbara Gilchrist 
Seconded: Cr Steve Wills 

That the Timaru District Holdings Limited (TDHL) quarterly report be received and noted. 

Carried 

 

8 Consideration of Urgent Business Items 

There were no urgent business items. 

9 Consideration of Minor Nature Matters 

There were no minor nature items. 

 

The Meeting closed at 1.05pm. 

 

 

................................................... 

Chairperson 
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7 Reports 

7.1 2020 General Revaluation of District - Quotable Value valuation timeline 

Author: David Codyre, Chief Financial Officer  

Authoriser: Donna Cross, Group Manager Commercial and Strategy  

  

Recommendation 

That the report be received and noted. 

 

 
Purpose of Report 

1 To provide the Committee an overview of the general rates revaluation timeline to be 
completed in the 2021 financial year. 

Assessment of Significance 

2 The assessment of significance is low. 

Discussion 

3 The Council is required to undertake a valuation of its roll for rating purposes every three 
years.  The last valuation was 1 September 2017.   The valuation is used as a basis for the 
allocation of land value based rates for the 2021/22-2024/25 Annual Plans. 

4 The valuation is carried out by Quotable Value as part of their contract for provision of rating 
valuation and database management services.  The cost of the valuation is built into the 
contract price paid monthly. 

5 Correspondence from Quotable Value is attached, outlining the timetable for the revaluation 
and other matters relevant to carrying out the revaluation. 

6 The Office of the Valuer General will perform an audit on the valuation. 

7 The effective date for the valuation is 1 September 2020 (but would not impact rates until the 
new rates year, commencing 1 July 2021) – also, this is subject to the consultation process 
below.  Quotable Value will present to Council the outcomes of the revaluation.  The date for 
the presentation is to be confirmed. 

8 An increase in a property’s land value does not necessarily result in an increase in rates.  
Consideration is given to the increase in an individual property value relative to the average 
property value increase. The rating impact on individual sectors of the community, such as 
primary, residential and commercial, as a result of the revaluation will be considered by 
Council as part of the Long Term Plan process. 

Consultation 

9 The valuations will be publicly notified on 2 December 2020 with objections closing on 29 
January 2021. 
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Attachments 

1. Quotable Value - Rate General Revaluation Schedule    
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7.2 3 Waters Asset Revaluation Project 

Author: David Codyre, Chief Financial Officer  

Authoriser: Donna Cross, Group Manager Commercial and Strategy  

  

Recommendation 

That the Committee receive and note the report. 

 
Purpose of Report 

1 To provide the Committee an update in relation to the water infrastructure asset revaluation 
project. 

Assessment of Significance 

2 The assessment of significance is low. 

Discussion 

3 Council resolved on 12 February 2019 to change the method of measurement for certain 
classes of assets from deemed cost to fair value.  This affects how the classes of certain assets 
will be presented in the financial statements for Timaru District Council.  Asset management 
advice from Waugh Infrastructure Management Limited (Waugh) was considered on the 
effect of transitioning from Deemed Cost to Fair Value.  EY were engaged to provide technical 
accounting advice on the transition. 

4 Council delegated transitional decisions around funding and timing of the change in 
accounting policy for each class of assets to the Commercial and Strategy Committee.  The 
Committee considered a report on 26 November 2019 and resolved to revalue the Council 
water infrastructure assets from 1 July 2019 from deemed to cost to fair value.  To assess fair 
value standard unit rates based on industry guidelines have been used. 

5 An additional module to the Council IPS asset management system was purchased to 
specifically deal with revaluations. The software will enable Council to systemise the 
revaluation process and move away from spreadsheets.  Additional asset classes will be added 
to the asset management system as they move from deemed cost to fair value.   

6 The revaluation was completed internally by the Water and Drainage Unit.  Waugh was 
engaged to provide technical assistance and training. Advice was sought from WPS on the Unit 
Rates and lives to be used in the revaluation.  Recommendations and changes were then 
incorporated into asset management system. 

7 The revaluation has been peer reviewed by Brian Smith Advisory, an experienced consultant 
in this field having previously conducted similar reviews for a number of Councils.  This peer 
review has considered both the processes used by staff and the revaluation outputs with 
findings recorded in a formal Peer Review Statement.   

8 The revaluation increases the carrying value of water infrastructure assets to $418 million at 
1 July 2019.  This is an increase of $216 million from what was presented in the 2018/19 
Annual Report.  The movement will show in the Statement of Comprehensive Income as a 
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revaluation of infrastructure and will increase the carrying value of the asset in the Statement 
of Financial Position. 

9 The depreciation calculated for the revalued assets totals $8.5 million.  The 2019/20 Annual 
Plan included Depreciation funding of $7.5 million.  The shortfall in funding relates to the 
stormwater network which will require an increase depreciation funding over the life of the 
asset in order to cover the cost of replacing the network in future.  This will be built into the 
Stormwater Asset Management Plans as part of the long term plan.  There is no immediate 
effect on the current financial year. The major capital cost for the stormwater activity in the 
future will be upgrading the network to meet legislative and environmental requirements.   

10 Audit New Zealand is performing an audit on the water infrastructure.  This will focus on 
completeness of the assets revalued, the standard rates used, the useful lives assigned and 
that it was carried in line with the applicable Public Benefit Entity, PBE, reporting standards. 

Attachments 

Nil  
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7.3 Investments and Borrowing Treasury Report for quarter ending 30 June 2020 

Author: David Codyre, Chief Financial Officer  

Authoriser: Donna Cross, Group Manager Commercial and Strategy  

  

Recommendation 

That the Committee 

1. Note and receive the report. 

2. Approve the amendments to the Liability Management Policy as set out in the attached 
policy.  

 

 
Purpose of Report 

1 To update the Committee on the status of Council treasury activities at 30 June 2020 and for 
the Committee to consider amendments to the Liability Management Policy. 

Assessment of Significance 

2 The assessment of significance is low. 

Discussion 

3 Council’s treasury management involves holding a range of investments and borrowing to 
fund long term capital projects and operational expenditure as agreed in the Annual Plan. 

4 Council treasury activities are managed in compliance within the limits of the Council’s 
Investment and Liability Policy. 

5 Bancorp Treasury Services Limited provide external treasury advice to Council on borrowing 
and investment decisions. 

Investments 

6 Timaru District Council 

 30/06/20 

$(000) 

31/03/20 

$(000) 

31/12/19 

$(000) 

General Funds 15,761 $25,773 $27,108 

Special Funds 26,082 $22,079 $26,525 

Total $41,843 $47,852 $53,634 

 

General and Special Funds 

7 General Funds are cash reserves held for day to day operating activities.  General Fund 
balances fluctuate across the quarter depending on operational income and expenditure cash 
flows.  Council has a financial strategy to maintain a minimum of $10 million general funds for 
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liquidity purposes.  Council has been entering shorter term deposits in order to maintain cash 
availability during Covid-19. 

8 Special Funds are held for specific purposes as set out in the Long Term Plan, Annual Plan and 
Annual Report.  These funds are invested for approved future expenditure, to implement 
strategic initiatives, support intergenerational allocations, bequests and other reserves. The 
above balances sometimes drop to cover operational cashflow shortfalls and timing of general 
fund term deposits maturing. 

9 The yields available for term deposits continue to be higher than those available for bonds of 
a similar term.  This is reflected in the proportion of Term Deposits to Bonds held.  This is not 
expected to change in the short term. 

10 Based on market valuation the Council’s bond portfolio increased by 3.15% over the June 2019 
quarter, and outperformed the benchmark portfolio (a selection of market bonds from 
Bancorp) which increased by 2.85%. For the twelve months ending 30 June 2020 the portfolio 
value increased by 5.70% compared to the benchmark portfolio’s increase of 4.53%.  The value 
of the portfolio increases when the bond yield % falls below the bond coupon %. 

11 The duration of the Bond portfolio is compliant with the policies 25% fluctuation band 
comparable to the benchmark portfolio’s duration for this quarter.  The portfolio duration is 
the remaining weighted average term to maturity.     

Portfolio duration   2.29 years 
Benchmark portfolio Duration 2.22 years. 

Borrowings 

 30/06/20 

$(000) 

31/03/20 

$(000) 

31/12/19 

$(000) 

Bank Debt $0 $0 $0 

Bonds Issued $89,500 $89,500 $89,500 

Total $89,500 $89,500 $89,500 

 

12 There has been a fall in the borrowing interest rates available to Council.  This is a reflection 
of what has been happening in the COVID-19 economic environment. There is an expectation 
that any economic recovery will take time to happen indicating interest rates will remain low 
with the market currently pricing an 88% probability that the OCR will fall from 0.25% to 0% 
by May 2021. 

13 During the quarter, Council renewed the following external debt: 

$10 million at 0.65% per annum for 90 days. 

 We have continued to use shorter periods for finance to take advantage of low rates.  There 
is $22.5 million of existing debt maturing in the December 2020 quarter.  We will continue to 
look to refinance maturing debt within the limits of the Funding Maturing Policy as well as 
using cash reserves to fund debt requirements. 

14 Councils current funding maturity profile is as follows: 
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15 Council Policy requires no more than 33% of Council’s outstanding borrowings being subject 
to refinancing within any rolling 12 month period.  The funding maturity profile above 
indicates Council is compliant with this requirement. 

16 The weighted average cost of funds excluding margins fell from 2.70% to 2.40% over the 
quarter.  This is still high, due to Council holding older more expensive debt, comparable to 
the benchmark rate of 1.34% as calculated on the Liability Management Policy.  The weighted 
average cost of funds will continue to fall as older debt is refinanced at lower available rates.  

17 The following chart illustrates the debt and cover profile set against the Liability Policy Control: 

 

18 The chart indicates a Council will have a policy breach between December 2024 and June 2025.  
To keep within policy, Council needs to enter additional interest rate swaps (or as alternative 
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agree to amend the policy bands which has been recommended by Bancorp).  Please refer to 
the discussion below in relation to the proposed policy amendment.  If these policy 
amendments are adopted, Officers will seek advice on and determine hedging strategy 
(including quantum and term of interest rate swaps) under these new parameters and having 
regard to future debt levels.    

19 The following table illustrates the Council’s net debt position as at 30 June 2020.  Net Debt 
has increased over the period as Council has used available cash funds to fund its operational 
and capital programmes.  Net Debt levels do fluctuate in response to the cyclical nature of 
Councils cashflow needs.   

 

Amendment to Liability management policy 

20 Council is required to have a Liability management policy, Local Government Act 2002 S104.  
The policy is reviewed every three years as part of Long Term Plan process, but may be 
amended at any time. 

21 Section 4.3 of the policy relates to interest rate exposure.  The Council enters into borrowing 
arrangements to fund, primarily, its Capital programme.  When Council enters into a 
borrowing arrangement there is a risk of unfavourable interest rate movement.  To mitigate 
the risk of interest rate movement, the Council counters by entering into hedging 
arrangements.  This is most commonly in the form of an interest rate swap instrument with a 
registered bank. 

22 The policy currently requires Council to maintain hedging within the following bands. 

 
Fixed Rate Hedging Percentages 
 

 Minimum Maximum 
 Fixed Rate Fixed Rate 

Less than 2 years 50% 100% 

2 years to 5 years  25% 80% 
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5 years to 10 years  0% 60% 

 

23 As mentioned above, Bancorp recommend a change to the fixed rate hedging bands in 
response to the paradigm shift that has occurred in the economic and monetary environment 
since the Global Financial Crisis (GFC), and forecast effects of COVID-19.  The GFC has resulted 
in a low growth, lower inflation and a lower interest rate environment.  This trend has 
continued during the COVID-19 pandemic and is forecast to continue for an extended period 
of time.  Incorporating the new bands below would require Council to have lower levels of 
hedging for a shorter duration of time.  

24 The new proposed bands are  

 
Fixed Rate Hedging Percentages 
 

 Minimum Maximum 
 Fixed Rate Fixed Rate 

Less than 2 years 40% 100% 

2 years to 4 years  20% 80% 

4 years to 8 years  0% 60% 

 

25 Not changing the bands will require Council to maintain higher levels of hedging cover for 
longer durations.  

26 The policy has also been updated to reflect changes in roles and Committee name changes 
since the policy was last reviewed in 2017. 

27 The policy will undergo a full review as part of the 2021/31 Long term plan process. 

Options and Preferred Option 

28 The Committee agree to changes of the policy bands and other changes as tracked in the 
attached liability management policy (Preferred option) 

29 The Committee reject the changes to the policy.  This will require the Council to enter 
additional hedging to maintain the current policy requirements. 

Consultation 

30 Consultation is not required for an amendment to the Liability management policy and has 
not been carried out. 

Relevant Legislation, Council Policy and Plans 

31 Liability management policy 

32 Local Government Act 2002 

33 Long Term Plan  

Financial and Funding Implications 

34 The financial implications of changing the policy are dependent on what is happening in the 
interest rate market.  In a low interest environment additional cover has the potential to cost 
the Council more through having more fund more interest difference between the swap and 



Commercial and Strategy Committee Meeting Agenda 21 July 2020 

 

Item 7.3 Page 26 

current interest rates.  Likewise having lower cover is a risk when interest rates increase as 
Council is required to pay more in interest costs.  It is expected rates will remain low for an 
extended amount of time.  

 

 

Attachments 

1. Liability Management Policy (amended 21/07/2020) ⇩  
2. Bancorp - Amendments to Liability Management Policy 24/04/20 ⇩  l 

PADC_20200721_AGN_2315_AT_files/PADC_20200721_AGN_2315_AT_Attachment_10273_1.PDF
PADC_20200721_AGN_2315_AT_files/PADC_20200721_AGN_2315_AT_Attachment_10273_2.PDF
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7.4 Aoraki Development and Promotions Limited - Final Statement of Intent for 2020/21-
2023/24 

Author: Donna Cross, Group Manager Commercial and Strategy  

Authoriser: Donna Cross, Group Manager Commercial and Strategy  

  

Recommendation 

That the Committee note and receive the report.  

 

 
Purpose of Report 

1 To provide a copy of the final statement of intent (SOI) for Aoraki Development and 
Promotions Limited (AD).  

Assessment of Significance 

2 This matter is of low significance in terms of Council’s significance and engagement policy.  

Discussion 

3 AD has updated its draft SOI having regard to feedback provided by Council.   Updates include: 

3.1 Expanded commentary on COVID environment 

3.2 Additional Performance Measurements (Financial and Good Employer) 

4 A copy of AD’s final statement of intent for 2020/21 and the following two years is attached.   

5 The statement of intent is reviewed and updated on an annual basis.   

6 AD also provides quarterly reports to Council (via the Commercial & Strategy Committee) 
throughout the year. 

Attachments 

1. 2020-21 Aoraki Development SOI Final Submitted to TDC June 2020 ⇩   

PADC_20200721_AGN_2315_AT_files/PADC_20200721_AGN_2315_AT_Attachment_10286_1.PDF
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8 Consideration of Urgent Business Items 

9 Consideration of Minor Nature Matters 
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