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File:  CFO/7/6/7

Report to the Policy and Finance Committee

from Greg Schollum, Chief Financial Officer

Finalisation of the 2000-2010 Long Term Financial Strategy and 2000/01 Annual Plan – Regional Rates and the Bulk Water Levy

1.
Purpose
· To seek approval to rebudget expenditure between years within Investing the Future 2000-2010 (incorporating the 2000/01 Annual Plan) as a result of a more accurate assessment of the timing of previously budgeted expenditure.

· To seek approval for new items and other adjustments to be made to the Long Term Financial Strategy (LTFS) and proposed 2000/01 Annual Plan as a result of changes in circumstances since Investing in the Future 2000-2010 was prepared, and as a result of submissions received.

· To note the total level of regional rates, other rates and the bulk water levy for 2000/01 and the following nine years, to be incorporated into the final version of Investing in the Future 2000-2010 (incorporating the 2000/01 Annual Plan).
2.
Background


It has been normal practice that before the final LTFS/Annual Plan is adopted, officers recommend to Council those items that are required to be rebudgeted.  This year the items to be rebudgeted include some items to be completed later than previously planned, and a few items to be completed earlier than previously planned.

The general principle followed is that if expenditure on a project cannot be completed in a given year, it can be rebudgeted in another year (normally the following year), provided it is still a Council priority and provided there is sufficient funding available within that area (via surpluses or reserves).  This distinguishes the two components of rebudgeting the expenditure (the authority to spend) from the funding, and enables the Council to approve expenditure subject to funding.

I have asked Managers in each area to estimate which specific projects need to be rebudgeted.  The vast majority of items are being rebudgeted from 1999/2000 into 2000/01 (refer to Attachments 1 and 2 of this report).

In addition, any new items of expenditure and other adjustments which have arisen since the proposed LTFS/Annual Plan was adopted, also need to be considered by Council before the LTFS/Annual Plan is adopted (refer to Attachments 3 and 4 of this report).  These include the items considered by the Policy and Finance Sub-committee on 6-8 June 2000.

These additional items have been incorporated into the overall figures within Attachment 5.

3.
Proposed Changes to Expenditure Budgets


In Attachments 1 - 4, I have summarised details of all projects that Managers seek to rebudget, as well as some new items for consideration by the Committee (incorporating the recommendations of the Policy and Finance Sub-committee arising from the 6-8 June 2000 meeting).


Specific recommendations relating to approval of the items contained in each attachment are included within section 6 of this report.

4.
Impact of Budget Changes on Rates and the Bulk Water Levy

4.1
Movements between the proposed Annual Plan and final Annual Plan


Taking into account the additional expenditure items and increased contributions from investments which are now budgeted, the increase in regional rates in 2000/01 is now 12.5% rather than 12.85% (refer Attachment 5).


The proposed reduction in the Bulk Water Levy remains at 4%. 

Since the proposed Annual Plan was prepared circumstances have changed in the following main areas:

4.1.1
Regional Rates


a)
WRC Holdings Group

On 9 March the Council approved proposals to restructure the capital of WRC Holdings Ltd (report 00.138).  These proposals included a reduction in the capital of WRC Holdings Ltd and the repayment of $4.5 million of the company’s current account advance to the Council.


Implication:  Lost interest income to WRC Holdings Ltd resulting in reduced dividends from the company to the Council.

b)
Treasury Management


Each year, prior to finalisation of the Annual Plan, officers review the Treasury budget and review the assumptions for debt levels etc in the coming year.  A factor which affects Council’s debt levels is the extent of surplus available from the current year (it has been Council policy to use any surplus to repay debt).  The increased contribution from the Treasury area is a mixture of factors, but is mainly associated with:

· Use of current year surplus to repay debt

· Savings in Treasury as a result of not paying interest to WRC Holdings Ltd on $4.5 million of the current account (refer to a) above).

Implication:  Increased contribution to the rate line from Council’s Treasury function.

c)
Investment Management – cash deposit


Officers have reviewed the assumption for deposit interest rates, given changes in the market interest rates.

Implication:  Increased contribution to the rate line from Council’s bank deposits.

d)
Transport – Inflation Adjustment


New information has been received in relation to the likely level of Council’s obligation for inflation within bus and rail contracts.


Such inflation is based on mandatory application of special Transfund NZ indices.


Implication:  Increased rate requirement in the Transport budget.

4.1.2
Other Rates

There has been a small increase proposed in the level of scheme rates as a result of scheme advisory committee meetings (refer section 4.2)

4.1.3
Bulk Water Levy

No change is proposed.

4.2
Summary of WRC Community Charges for the 2000/01 Year

Rates/Levies (excluding GST)


1999/00

Budget

$000


2000/01 Budget

$000
Additional

Funding

$000
%

Change

General Rates


17,825
20,227
2,402
13.48%

Transport Rates


19,749
22,333
2,584
13.08%

River Rates
 2,264


  2,412
   148
  6.54%

Stadium Rates
2,506


  2,675
   169
  6.74%

Total Regional Rates
42,344
47,647
5,303
12.52%

Scheme Rates
 1,001


  1009
       8
  0.8%

Pest Rates
   524


    583
     59
11.26%

Total Rates


43,869
49,239
 5,370
12.24%

Bulk Water Levy
24,210


23,241
   -969
-4.00%

Total WRC Community Charges
68,079
72,480
   4,401
6.46%

N.B: At the time of preparing this report the allocation between river rate and general rate was still subject to review due to the late changes to the Flood Protection Budget

4.3
Areas of Uncertainty

As is the case with the preparation of any plan, it has not been possible to have complete information in respect of all items.  The major areas of uncertainty within Council’s budgets are as follows:

· Transport funding

The Government has recently announced its intention to increase funding for public passenger transport.  At the time of writing this report no details are available which would assist an assessment of the likely financial impact on the Council.  As a result, no account has been taken of this item.

In addition, the Council continues to assume that a substantial alternative funding source will be found by 2005/06.  Without such funding the Council will need to reassess its expenditure priorities.

· Water Integration

Discussions are currently under way with two of the four city council customers in relation to water integration.  It is too early to tell how successful these discussions will be in achieving integration of the Region’s water supply.  The financial impact of the integration decision (including the impact of the loss of the WCW facilities management contract) on the Council cannot therefore be reliably estimated at this time.

· Bovine Tb Funding

The extent to which the Government can provide additional funding to the Council (via the Animal Health Board) for expanded Bovine Tb work remains uncertain.  If the necessary funding is not forthcoming, the Council will need to reassess its expenditure in this area.

5.
Communications

The overall increase in community charges of just over 6% should be clearly communicated. 

6.
Recommendations

(1)
That the report be received and the contents noted.

(2)
That the Committee recommend to Council that:

a)
The operating expenditure items listed within Attachment 1 of this report (as amended by the Committee) be rebudgeted within the Long Term Financial Strategy 2000-2010 and 2000/01 Annual Plan.

b)
The capital expenditure items listed within Attachment 2 of this report (as amended by the Committee) be rebudgeted within the Long Term Financial Strategy 2000-2010 and 2000/01 Annual Plan.

c)
The new items of operating expenditure/(savings) and other adjustments listed within Attachment 3 of this report (as amended by the Committee) be approved for inclusion within the Long Term Financial Strategy 2000-2010 and 2000/01 Annual Plan.

d)
The new items of capital expenditure and other adjustments listed within Attachment 4 of this report (as amended by the Committee) be approved for inclusion within the Long Term Financial Strategy 2000-2010 and 2000/01 Annual Plan.

(3)
That the Committee note that the impacts of the rebudgeting and budgeting of new items, as approved in recommendation 2 above, have been reflected within Table 4.2 and Attachment 5 of this report.

GREG SCHOLLUM

Chief Financial Officer

Attachments:

Attachment 1:
Rebudgeted Operating Expenditure

Attachment 2:
Rebudgeted Capital Expenditure

Attachment 3:
New items/other adjustments – operating expenditure

Attachment 4:
New items/other adjustments – capital expenditure

Attachment 5:
2000/01 Annual Plan – Regional Rates

