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AGENDA
PARC MEETING

chatham islands council

Name: Performance Audit & Risk Committee

Date: Monday, 7 October 2024

Time: 9:00 am to 11:00 am (+1345)

Location: Chatham Islands Council, 13 Tuku Road, Chatham Islands

Committee Mr Philip Jones (Committee Chair), Mayor Monique Croon, Cr Keri Day, Cr
Members: Greg Horler, Cr Steve Joyce

Attendees: Ms Jo Guise, Ms Colette Peni, Paul Eagle, Ms Tanya Clifford

1. Opening Meeting
1.1 Apologies
1.2 Interests Register

1.3 Action List

Supporting Documents:
1.3.a Action List

2. Confirm Minutes

21 Confirm Minutes 16 September 2024

For Decision
To confirm the minutes from the previous meeting.

Supporting Documents:
2.1.a 2.1 Minutes of PARC Meeting 16 September 2024 .pdf

3. Financial Report

3.1  Financial Report
Paul Eagle

For Information
For the PARC to receive the financial report for August 2024.

Supporting Documents:

3.1.a 3.1 Financial Report.pdf

Powered by BoardPro



Agenda : PARC Meeting - 7 Oct 2024

3.2 Petrol Income and Expenditure
Ms Colette Peni

For Information
In response to an Action from 16 September 2024.

Supporting Documents:

3.2.a 3.2 Petrol Income & Expenditure.pdf 15

4. Move to Public Excluded

41 Public Excluded Agenda
For Noting

Supporting Documents:
4.1.a PE Cover Page 7 October 2024.pdf 17

5. Confirm PE Minutes

5.1 Public Excluded Minutes 16 September 2024

For Decision

For the PARC to receive and approve the minutes from the public excluded part of the previous
meeting.

Supporting Documents:
5.1.a PE 1. PE Minutes 16 September 2024.pdf 18

6. Close Meeting

6.1 Close the meeting
Next meeting: PARC Meeting - 18 Nov 2024, 9:00 am
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Action List

Performance Audit & Risk Committee

chatham islands council

As of: 4 Oct 2024

Cost reduction programme In Progress
A draft cost reduction programme would be presented to the Chair by 21 August 2024

Due Date: 21 Aug 2024
Owner: Paul Eagle
Meeting: 29 Jul 2024 PARC Meeting, 3.1 Financial Report

Write to Minister re Not Started

Write to Minister noting 'the previous government had promised that the Chathams would be
looked after by the DIA. They have now reneged on that. Other councils received transition
funding and the Chathams received none. The consequences of promises made to us by
previous governments are now leaving us in serious financial situation and you, Minister, are now
demanding that we do a whole lot of extra work of which we have no funding where other
Councils do.’

Due Date: 7 Oct 2024

Owner: Paul Eagle

Meeting: 16 Sept 2024 PARC Meeting, 1.3 Action List

PNL on Petrol Not Started
Chair requested a PNL on petrol costs

Due Date: 7 Oct 2024

Owner: Ms Colette Peni

Meeting: 16 Sept 2024 PARC Meeting, 3.1 Financial Report

Imopact of Shipping Delays Not Started
Mayor requested identifying the extra costs and impact from shipping delays.

Due Date: 7 Oct 2024

Owner: Ms Colette Peni

Meeting: 16 Sept 2024 PARC Meeting, 3.1 Financial Report

Forecasting for Expenditure Not Started
CE to do forecasting for expenditure opex and capex

Due Date: 7 Oct 2024

Owner: Paul Eagle

Meeting: 16 Sept 2024 PARC Meeting, 3.1 Financial Report
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1O

chatham islands council

Performance, Audit and Risk

2.1 Minutes of Meeting 16 September 2024

Date of meeting 7 October 2024

Agenda item number | 2.1

Author/s Jo Guise, Executive Assistant
Purpose

To approve the minutes from the Performance, Audit & Risk meeting held on 16 September
2024.

Recommendations
THAT the minutes of the Performance, Audit & Risk meeting held on 16 September
2024 be a true and accurate record.
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MINUTES (in Review)
PARC MEETING

chatham islands council

Name: Performance Audit & Risk Committee

Date: Monday, 16 September 2024

Time: 9:00 am to 9:48 am (+1245)

Location: Chatham Islands Council, 13 Tuku Road, Chatham Islands

Committee Mr Philip Jones (Committee Chair), Mayor Monique Croon, Cr Keri Day, Cr
Members: Steve Joyce

Attendees: Ms Jo Guise, Ms Colette Peni, Paul Eagle

Apologies: Cr Greg Horler

1. Opening Meeting

1.1 Apologies

@ Apologies

THAT the apologies be received.

Decision Date: 16 Sept 2024

Mover: Mayor Monique Croon
Seconder: Cr Keri Day
Outcome: Approved

1.2 Interests Register

1.3 Action List

Due Date Action Title Owner

21 Aug 2024  Cost reduction programme Paul Eagle
Status: In Progress

@ Actions

THAT the actions from the Chief Executive be noted.

Decision Date: 16 Sept 2024
Mover: Mr Philip Jones
Seconder: Cr Steve Joyce
Outcome: Approved

The Chief Executive and the Chair met on August 21 to discuss the four recommendations from
Audit NZ. These recommendations emphasized the need to present more detailed financial
information to PARC, enabling members to gain a deeper understanding of financial issues. The
output was to come back to the PARC with a zero based budget.

The CE confirmed NZTA had finalised the final subsidy, which would impact on the 12%
contribution, which would be higher than last year.

The Chair noted that the Chatham Islands Council was the only council in New Zealand that did
not receive any transition funding for Local Water Done Well, as it was deemed not to be in a
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Minutes : PARC Meeting - 16 Sept 2024 Confirm Minutes 16... 2.1 a

transition phase. Most councils had been using the funding to progress the Local Water Done Well
costs.- (see action)

The Chief Executive clarified a revised budget that looks at procurement and the statutory
obligations around compliance would be presented.

S

Write to Minister re

Write to Minister noting 'the previous government had promised that the
Chathams would be looked after by the DIA. They have now reneged on that.
Other councils received transition funding and the Chathams received none.
The consequences of promises made to us by previous governments are now
leaving us in serious financial situation and you, Minister, are now demanding
that we do a whole Iot of extra work of which we have no funding where other
Councils do."

Due Date: 7 Oct 2024

Owner: Paul Eagle

Confirm Minutes

Confirm Minutes 29 July 2024
Minutes 29 July 2024

THAT the minutes from the PARC meeting on 29 July 2024 be a true and
accurate record.

Decision Date: 16 Sept 2024

Mover: Mayor Monique Croon
Seconder: Cr Keri Day
Outcome: Approved

Financial Report

Financial Report

Financial Report

THAT the financial report be received.

Decision Date: 16 Sept 2024

Mover: Mr Philip Jones
Seconder: Mayor Monique Croon
Outcome: Approved

Operations Manager noted expenses showing more than the income - reason ordered
more petrol in advance because of boat being out of commission.

Chair requested a PNL on petrol costs
Mayor requested identifying the extra costs and impact from shipping delays.

More forecasting for expenditure opex and capex.
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@ PNL on Petrol

Chair requested a PNL on petrol costs

Due Date: 7 Oct 2024
Owner: Ms Colette Peni

@ Imopact of Shipping Delays

Mayor requested identifying the extra costs and impact from shipping delays.

Due Date: 7 Oct 2024
Owner: Ms Colette Peni

@ Forecasting for Expenditure

CE to do forecasting for expenditure opex and capex

Due Date: 7 Oct 2024
Owner: Paul Eagle

4. Move to Public Excluded

41 Public Excluded Agenda
@ Move to Public Excluded

THAT the meeting move to exclude the public.

Decision Date: 16 Sept 2024
Mover: Cr Keri Day
Seconder: Cr Steve Joyce
Outcome: Approved

The meeting moved in to public excluded at 9.31am and out at 9.47am.

6. Close Meeting

6.1 Close the meeting
Next meeting: PARC Meeting - 7 Oct 2024, 9:00 am

Signature: Date:
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Financial Report 3.1 a

chatham islands council

Performance, Audit & Risk Committee
3.1 Financial Report

Date of meeting 7 October 2024
Agenda item number | 3.1

Author/s Tanya Clifford, ECan
Purpose

To present to the Performance, Audit & Risk Committee the financial report for September
2024.

Recommendations

That the Performance, Audit & Risk Committee receives the report.
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Financial Report 3.1 a

Graphical Financial Information
as at 30 September 2024
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The 2024 line has several cash spikes, reflective of
better off funding cash receipts. Such trends are
not expected in 2025, rather a steady downward
trend with the cash balance is more likely, in line
with the 2025 budget.

The 2025 actual cash balance is currently trending
below expectation. Council is strongly encouraged
to reduce expenditure [or increase revenue or
both]. The implications, if this trend continues will
be additional use of the Council's overdraft facility
(potentially requiring approval to extend - currently
an overdraft facility of $500,000 is available).
Noting, 2025 expectations are based on budgeted
costs. It is likely further unexpected costs are likely
to arise, which will result in further draw down on
the Council's cash balance.

Council has four rate instalment dates for the 2025
financial year; with the first instalment due on the
14th September 2024. The overall level of rates
outstanding is currently 81%.

There is a slightly higher level of rates outstanding
at the beginning of the current financial year than
the previous financial year; with financial volatility
within the community potentially having an impact
on the ability for certain land owners to pay rates.
Where this is the case, promotion of the rating
remissions process could be further highlighted.
Further trend analysis will become stronger as the
financial year progresses.

chatham islands council
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Revenue

Budget (000)

Actual (000)

- 2,000 4,000 6,000
m Targeted rates
Grants & subsidies - other
User pays & other income

® General rates

® Waka Kotahi grant

m Council Dues
Petrol

Operating & Capital Expenditure

Budget (000)

Actual (000)

- 2,000 4,000 6,000

M Leadership B Infrastructure B Community

B Environment B Corporate services

No significant items of concern related to revenue
items. However, it is worth noting:

* Waka Kotahi, NZTA subsidy is driven by actual
expenditure on roading works. The grant includes
capital and operating expenditure.

* Full annual appropriation from the Department of
Internal Affairs was received in July, to cover
operational expenditure across the year.

* Historically, Council has received grant funds for
projects still to be completed (e.g. the water tank
project); this project has been delayed and costs
remain on-going (but not budgeted in 2025). This
may have future impacts on the Council's ability to
manage cashflow. There is a risk sufficient cash
may not be available to meet these obligations.

No significant items of variance related to
expenditure. Expenditure graph has been designed
to be comparable with the revenue graph (above).
As the year progresses, expenditure will increase
aligning with revenue, which primarily receives
funds in July.

chatham islands council
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Financial Report 3.1 a

Statement of Comprehensive Revenue and Expense
as at 30 September 2024

Ayl (L) e (L) Variance Note Reference
S000 S000

Revenue
General rates 398 381 17 1
Targeted rates 434 436 (2) 1
Grants & subsidies - Waka Kotahi NZTA 655 1,213 (558) 2
Grants & subsidies - other 4,269 4,362 (93) 2
Council Dues - 77 (77) 4
Petrol 81 - 81 3
User pays, fees & charges and other income 141 104 37 4
Total revenue 5,978 6,573 (595)
Expenditure
Leadership and community partnerships 47 70 (24)
Transportation, roading and coastal networks 235 468 (233) 5
Three waters - water 35 86 (51) 5
Three waters - wastewater & stormwater 15 49 (34) 5
Waste management and minimisation 185 189 (3) 5
Community development & emergency response 169 218 (49)
- petrol 159 - 159 3
Environmental management, protection and monitoring 176 271 (95)
Corporate services 475 498 (22)
Total expenditure by activity 1,496 1,849 (353)
Total surplus/(loss) 4,482 4,725 (243)

Depreciation expenditure of 52.2 million has been excluded, as the financial report focuses primarily on cash.

The 2024/25 budget cash movement for the year is considered a strong movement indicator reflecting Council's financial challenges. It
is estimated Council will achieve a S33 thousand cash loss for the year, assuming 5260 thousand in expenditure reductions are
achieved and no significant other areas of expenditure increase. If this occurs, either further reductions in expenditure will be required
or additional (grant) revenue secured. Council will also need to consider financing options for long-term funded works such as the
water tank project, where funding has already been received, and budgeted for in the previous year, but timing delays have continued
the project into 2024.

The overall impact of this operating environment, means Council may face significant cashflow pressures in the future, and therefore a
conservative approach with expenditure is encouraged. Closing cash balance 30 September 2024 was $2.7 million.

Variance explanations:

1 Rates are invoiced based on the Council approved rates strike. Minor variances are due to recognition of penalty payments and repayment of
outstanding rates.

2 Roading subsidy based on 88% of actual expenditure (operational and capital). The negative variance in revenue is matched against the negative
variance with roading capital and operational expenditure. Some roading projects have been delayed. The remaining difference in other grants are
primarily timing related, the budget assumes a equal allocation of grant receipts for the year (except annual appropriation which is estimated being
received in July), whereas actual receipt is occurs when conditions are met and application is completed. Some uncertainty has been indicated from the
Department of Internal Affairs, related to better off funding projects.

3 The Council has recently facilitated the supply of petrol on the island which has been separately disclosed (in revenue and expenditure) to show greater
transparency. Petrol is an unbudgeted item, shipping logistic challenges have had a significant impact on the Council's ability to supply petrol to the
community. There remain some timing differences in revenue and expenditure petrol transactions, but overall a small surplus is recognised.

4 No significant variances of note or other comments related to other income. Council dues have not being invoiced for the year.

5 Infrastructure projects - due to timing of the report preparation, September charges have been estimated.
Works primarily relate to the Stantec/Fulton Hogan roading, water, wastewater and waste management contracts. Roading has been impacted with
various logistical challenges, resulting in some projects being delayed, expenditure is likely to accelerate as the year progresses.
Three waters work has been limited with funding restrictions, impacting levels of service Council is able to provide; lack of investment in critical asset
maintenance increases the risk of asset failure. There remains a significant level of uncertainty related to how the Local Water Done Well plan will apply
to Council and how the expected work will be funded.
No other significant areas of variance to note, with contract for services operating within agreed deliverables.
The ECan contract in terms of levels of service and fee agreement remains under negotiation. Consequently, services are being negotiated with the CE
on an ad hoc basis. Invoicing likely to be on a quarterly basis, reflecting actual service provided. Actual fees for the quarter have not been updated in
this report.
No significant variances of note or other comments related to other expenditure.
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Capital expenditure summary AGHIE] e Variance Note Reference
$000 $000

Sources of capital funding

Subsidies and grants for capital expenditure 171 853 (682) a

Total sources of capital funding 171 853 (682)

Application of capital funding

Roading works 194 937 (743) a

Other - including community works 81 2,409 (2,328) b

Total application of capital funding 275 3,346 (3,071)

Movement in reserves 6,556 3,589 2,968

Variance explanations:

The grant figure relates to the Waka Kotahi budget, which is reflective of 88% of actual costs incurred. Actual expenditure behind expected
budgeted levels, which are allocated assuming an equal monthly spread over the year.

Other work includes: $64k in building upgrades.

Note, budget figures are allocated on an equal monthly apportionment
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chatham islands council

Performance, Audit & Risk Committee
3.2 Petrol Income & Expenditure

Date of meeting 7 October 2024

Agenda item number | 3.2

Author/s Colette Peni, Operations Manager
Purpose

To present to the Performance, Audit & Risk Committee the income and expenditure for
petrol.

Recommendations

That the Performance, Audit & Risk Committee receives the report.

Background
In response to a request from the last PARC meeting, attached to this report is a

spreadsheet of petrol income and expenses as at 3 October 2024.
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Spent to date
Amount Excl.GST 2023-2024

Amount Excl. GST 2024-2025
Sub Total

GST

Amount Incl.

$
$
$
$
$

Amount Excl.GST 2023-2024
Amount Excl. GST 2024-2025
Sub Total

GST

Amount Incl.

Difference Excl GST

$
$
$
$
$

$

1,017,277.03

Received to date

355,465.73
529,123.00
884,588.73
132,688.31

286,213.76
565,197.68
851,411.43
127,711.72
979,123.15

38,153.88

Does not take into account Petrol still in stock

Petrol Income and ... 3.2 a
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chatham islands council

PARC Public Excluded Agenda

7 October 2024
Chair to Move
I move that the public be excluded from the following part of the proceedings of the meeting.
The general subject of each matter to be considered while the public is excluded, the reason
for passing this resolution in relation to each matter and the specific grounds under Section

48(1) of the Local Government Official Information and Meetings Act 1987 for the passing of
this resolution are as follows:

Item No. | Minutes / Report General subject of each | Reason for passing| Ground(s) under
of: matter to be considered | this resolutionin | Section 48(1) for
relation to each the passing of this
matter resolution
1. Chief Executive Minutes of PARC Public Good reason to Section 48(1)(a)
Officer Excluded Meeting 16 withhold exists
September 2024 under Section 7

This resolution is made in reliance on Section 48(1)(a) of the Local Government Official
Information and Meetings Act 1987, and the particular interest or interests protected by
Section 6 or Section 7 of that Act which would be prejudiced by holding the whole or relevant
part of the proceedings of the meeting in public, are as follows:

Item Nos

1. Would be likely to prejudice the commercial position of the person or persons who are the subject of the
information. 7(2)(b)(ii)

To maintain legal professional privilege. 7(2)(h)

To enable the Council holding the information to carry out, without prejudice or disadvantage,
commercial activities. 7(2)(i)
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