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ORDER OF BUSINESS

Apologies

Nil

Conflicts of interest

Public forum

Nil

Announcements by the Mayor

Announcements by the Chairperson including notification of minor matters

not on the agenda
Note: re minor matters only - refer LGOIMA s46A(7A) and Standing Orders s9.13

A meeting may discuss an item that is not on the agenda only if it is a minor matter relating to
the general business of the meeting and the Chairperson explains at the beginning of the
public part of the meeting that the item will be discussed. However, the meeting may not
make a resolution, decision or recommendation about the item, except to refer it to a
subsequent meeting for further discussion.

Announcements by the management
Confirmation of minutes
Nil

Agenda items

1  Reserve FUNING ChangEs..........ooiiiiiiiiiiiiieiiee ettt 3
2  Hawke's Bay Airport Ltd Half Year Report to 31 December 2019............cceccvvvieeeeeeeeiinns 8
3 Digital Property File Fee AMendment ............oeeiiiiiiiiiiiiiiieeee e e e e e e e e e 18
4  Policy - Council Organisation Appointments and Remuneration...........c.cccccceveeviieeeeennee. 29

Minor matters not on the agenda 1 discussion (if any)
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1. RESERVE FUNDING CHANGES

Type of Report: Legal and Operational
Legal Reference: Local Government Act 2002
Document ID: 872505

Reporting Officer/s & Unit: Adele Henderson, Director Corporate Services

1.1 Purpose of Report
To approve changes to Financial Reserves and reserve funding.

Note: this report was initially taken to the Council meeting held on 19 November 2019
where it was laid on the table.

Of ficerds Recommendati on
The Prosperous Napier Committee:

a. Approve the transfer of rates funds of $7,410,078, previously transferred into the
Financial Contributions Reserve, back into the Subdivision and Urban Growth
Fund.

b. Transfer the General Reserve No 1 remaining reserve balance of $20,681 as at
30 June 2019 to the Capital Reserve Account.

c. Approve a change in funding, for the following existing projects to now be funded
from the Subdivision and Urban Growth Fund

i.  District Plan Review ($1.2m total)

ii. Asset Management Transformation Project ($225,000 2019/20 and $1.5m in
total)

iii. Te Awa Development Investigation ($255,500 2019/20)

d. Approve a change in funding, the following existing projects to now be funded
from the Solid Waste Disposal Income Account.

i.  Smoothing impact of Kerbside recycling in 2019/20 and 2020/21 ($1.3m)

Chai r pe Rcamm&rsdation
That the Council resolvet hat t he officerdés recommend
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1.2

13

Background Summary

As defined in the Local Government Act 2002, a reserve fund means money set aside by
a local authority for a specific purpose, in accordance with clause 31 of Schedule 10 of
the Local Government Act 2002.

Councils Reserve Funds are classified into three categories
1 Council Created Reserves i created by Council for specific purposes

1 Restricted Reserves i where there are legal obligations which restrict the use of the
funds

1 Bequest and Trust Funds i amounts received from bequests, donations or funds
held on behalf of a community organisation

Issues

Reserve Funds

Officers have been working to review the history and use of various Council reserve
funds. Part of this review has identified that funds should be moved between funds to
more accurately reflect the nature and purpose for which funds are held in reserves.

General Reserve No 1

This was created to fund costs associated to former NZ Rail Land in the city where loans
were raised to fund associated infrastructure to support development. As at 30 June 2019
there were sufficient funds in the reserve to repay the outstanding loans so additional loan
principal of $442,094 was repaid as at 30 June 2019. Following the repayment of the debt
the remaining balance of this reserve of $20,681 can be transferred to the Capital Reserve.

Financial Contributions Reserve Fund

LGA Section 106 enables Napier City Council to require development or financial
contributions from developers to help fund the cost of new or expanded infrastructure and
services, which are required to meet the additional demand created by growth.

Financial Contributions are applicable to lots and units for residential purposes and they are
also applicable to construction and/or development of lots and units for commercial and/or
industrial purposes.

The Financial and Development Contribution charges are adjusted annually on 1 July in
accordance with the provisions of Sections 106(2B) and 106(2C) of the LGA, based on the
Statistics NZ Producersd Price Index outputs for

Council is required to have a policy on Development Contributions and/or Financial
Contributions as a component of its Funding and Financial Policies. Section 106 of the LGA
details the specific matters to be covered in any Development Contributions or Financial
Contributions Policy.

The current policy states that Council considers, at this stage, that it will rely on the financial
contributions specified in the City of Napier District Plan prepared under the Resource
Management Act 1991 (RMA) mainly for residential development, as this has been subject to
considerable community consultation and is well accepted by the community. Residential
activity for the purposes of this policy means the development of land and buildings (including
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accessory buildings such as garages, carports and storage sheds) primarily for the use of a
household (whether any person is subject to care, supervision or not).

The policy states that Council requires Development Contributions under Section 198 of the
Act for Commercial and Industrial activities throughout the City. Council is also able to charge
Financial Contributions for Commercial and Industrial Activities using the provisions in the
District Plan instead of development contributions under S198.

Commercial activity for the purposes of this policy means development of land and buildings

primarily to be used for the display, offering, provision, sale or hire of goods, equipment or

service and includes retailing, tradicencd er sd accomn
premises, wholesale liquor outlets, offices, shops, medical clinics/hospitals, churches,

residential care facilities, educational facilities and retirement complexes but does not include

activities specifically excluded under the LGA. Industrial activity for the purposes of this policy

means development of land and buildings primarily to be used for manufacturing,

assembling, testing, fabricating, processing, packing or associated storage of goods and the

servicing and repair of goods and vehicles and includes service stations, transport depots

warehouses, factories, network utility operations and unsealed yards.

This Financial and Development Contribution policy sets out the development and financial
contributions payable, specifies how and when they are to be calculated and paid, and
summarises the methodology and rationale used in calculating the level of contributions.

Any Development Contributions charged under this policy are distinct from and in addition to
the provisions in the District Plan that provide Council with the discretion to require financial
contributions under the RMA 1991.

Funding Transfer recommendation

Over the years Council had a practice of making payments into the Financial Contributions
Reserve. These were made out of rates transferred into the Subdivision & Urban Growth
Fund.

The total amounts of rates transferred into the Financial Contributions Account were
$7,408,013. As these funds were collected for a rates contribution, Council is able to
determine the use of rates funds.

To ensure we have a clear separation between council funds from rates, and the actual
financial contributions received on development, we recommend that the rates funds of
$7,408,013 are transferred back into the Subdivision and Urban Growth Fund where future
decisions can be made on the use of these funds at Councils discretion.

Subdivision and Urban Growth Fund

Prior to the 2018/28 LTP Council had a practice of transferring rates funds into this reserve
each year representing new rates collected as a result of subdivisions. These funds were
then used to provide an offset against rates as well as funding the costs of servicing growth
related debt. Some funds were also periodically transferred into the Financial Contributions
Reserve.

In the 2018/28 LTP the practice of flowing funds through this reserve was discontinued with
all rates reflected in the consolidated view. This left a remaining balance of $2.6m in this
reserve. With the rates funds, previously transferred into the financial contributions reserve,
to be transferred back to this reserve this can now be the source of funding for projects linked
to growth. This will bring the total Subdivision and Urban Growth Fund reserve once
approved changes have been made to $10m
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The approved reserve funded costs for projects linked to growth, such as the District Plan
Review ($1.2m), Asset Management Transformation Project ($225,000 in 2019/20, with a
total cost of $1.5m) and Te Awa Development Investigation ($255,500) can then be funded
from the Subdivision and Urban Growth Fund.

Solid Waste Disposal Income Account

Council has a substantial reserve which has been built up from the NCC share of distributions

from the Joint Landfill facility. This fund provi
capital expenditure at the landfill. A review has identified that the current balance of $6.7m is

more than is needed for Landfill related capital at this stage. This fund was identified as the

source of funding for the new recycling bins. This reserve fund can also be used to assist with

funding the introwdeetienbohothefosw é&doll ection ser

In addition, previously Council has approved the allocation of reserve funds to assist with
smoothing the impact of the new Kerbside recycling service. This required $520k in 2018/19,
$700k in 2020/21 and $600k in 2021/22. The 2018/19 allocation was funded from the Capital
Reserve however this reserve does not have sufficient funds to cover the 2019/20 and
2020/21 funding allocations. These costs can be funded from the Solid waste Disposal
income account as there will not be sufficient funds in the capital reserve to cover these
reserve allocations. In addition it is recommended that the purchase of new bins required for
the new waste contract are funded from this reserve.

Changes to Source of Funding for projects

The following, reserve funded projects, projects can now, more appropriately be funded from
the Subdivision and Urban Growth Fund:-

9 District Plan Review
1 Asset Management Transformation Project
I Te Awa Development Investigation

The following projects can now, more appropriately, be funded from the Solid Waste Disposal
income Account:-

1 Funds for smoothing cost of Kerbside Recycling Service

1.4 Significance and Engagement
N/A

1.5 Implications

Financial
N/A

Social & Policy
The above changes to the reserve balance does not impact on the Financial and
Development Contribution Policy itself
Risk
N/A
1.6 Options
The options available to Council are as follows:
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AT Approve the following changes/movements to Reserve funds

a. Approve the transfer of rates funds of $7,410,078, previously transferred into the
Financial Contributions Reserve, back into the Subdivision and Urban Growth
Fund.

b. Approve to transfer the General Reserve No 1 remaining reserve balance of
$20,681 as at 30 June 2019 to the Capital Reserve Account.

c. Approve a change in funding, for the following existing projects to now be
funded from the Subdivision and Urban Growth Reserve

a. District Plan Review ($1.2m total)

b. Asset Management Transformation Project ($225,000 2019/20 and
$1.5m in total)

c. Te Awa Development Investigation ($255,500 2019/20)

d. Approve a change in funding, the following existing projects to how be funded
from the Solid Waste Disposal Income Account.

a. Smoothing impact of Kerbside recycling in 2019/20 and 2020/21 ($1.3m)

B 7 Amend proposed changes/movements to Reserve Funds

C 1 Not approve changes to Reserve Funds

1.7 Development of Preferred Option
AT Approve the following changes/movements to Reserve funds

1.8 Attachments
Nil
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2. HAWKE'S BAY AIRPORT LTD HALF YEAR REPORT TO 31 DECEMBER
2019

Type of Report: Operational

Legal Reference: Local Government Act 2002

Document ID: 895314

Reporting Officer/s & Unit: Caroline Thomson, Chief Financial Officer

2.1

2.2

2.3

2.4

Item 2

Purpose of Report
To receive the half yearreportt o sharehol ders from Hawkeds Bay
December 2019.

Of ficer6s Recommendati on

The Prosperous Napier Committee:

a. Receive the Hawkeds Bay Airport Limit

December 2019.

Chairpersonés Recommendati on

Thatthe Councilr es ol ve that the officerds recort
Background Summary
Section 66 of the Local Government Act 2002 requires that a Council-controlled
organisation must report to Council each half year. However, Section 65 requires regular
monitoring of performance of a Council Controlled Organisation.
The Hawkeds Bay Ai r paantrolled organisatiord Itis a compatounci |
incorporated under the Companies Act and is owned by the Crown, Hastings District
Council and Napier City Council. Napier City Council has a 26% shareholding.
The Company produces separate annual accounts. No payments are made by Napier
City Council to the Company and there is no financial provision included in Council
budgets. The Napier City Council share in the Company is included in its annual financial
statements as an investment, valued using the equity method of accounting.
In accordance with Part 5, Section 65 of the Local Government Act 2002, Napier City
Council has a responsibility to regularly undertake performance monitoring of the
Hawkeb6s Bay Airport Limited. The half yearly r
2019 has been received from Hawkeds Bay Airport
Issues
The voluntary administration of the head contractor on the HBAL terminal expansion
project and subsequent withdrawl of Jetstar services may necessitate a request for
dividend relief. It is HBALOGs intention to keep

Significance and Engagement
N/A
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2.5 Implications

Financial

HBAL has delivered a net profit after tax (NPAT) result of $188k (9.6%) for the
second quarter of the 2020 financial year. The result is lower than the Statement of
Intent (SOI) and the same quarter last year which delivered a net profit return of
26.7%. This was expected given the impact on airline and passenger related
revenue due to the withdrawal of JetStar services and the reduction in airline
capacity noted prior to this. The result was further impacted by the timing of some
expenditure and higher than budgeted depreciation. The report to shareholders
includes the financial report for the three months ended 31 December 2019 in
attachment A.

Social & Policy
N/A

Risk
N/A

2.6 Attachments
A HBAL report to shareholders to December 2019
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Hawke’s Bay Airport Ltd
Report to Shareholders Q2 2020 (1 October — 31 December 2019)

The Company has delivered a NPAT result of $188k (9.6%) for the second quarter of the 2020 financial
year. The result is lower than the SOI and the same quarter last year which delivered a net profit
return of 26.7%, This was expected given the impact on airline and passenger related revenue due to
the withdrawal of JetStar services and the reduction in airline capacity noted prior to this. The result
was further impacted by the timing of some expenditure and higher than budgeted depreciation
charges relating to the new terminal.

Financial Performance
Hawkes Bay Airport Ltd
For the 3 months ended 31 December 2019

Actual Budget Var NZD Var %
Total Revenue 1,955,278 2,081,123 (125,845) 6%
Operating Expenses 1,052,538 946,620 (105,918) 1%
EBITDA 902,740 1,134,503 (231,763) -20%
Profit after Tax 188,423 481,925 (293,502) 61%
Passengers Numbers 184,191 199,730 (15,539) -8%

Financial Performance Highlights

* Total Revenue for the quarter at $1.955m was 2% above the same quarter last year and
particularly recognises good progress made to uplift non aeronautical revenue streams.

¢ Subdued economic/business conditions earlier this year prompted both Air NZ and JetStar to
reduce their flight schedules from July 2019 and ultimately the withdrawal of the JetStar
service.  This had a negative impact on landing charge revenue which is the primary
contributor to Q2 revenue being behind the SOI budget by $126k. Passenger numbers for Q2
are 3% behind the SOI (which was based upon a passenger growth rate of 4%) and 5% below
the same quarter last year.

e Operating expenditure for the quarter of $1.053m was 11% higher than budget and 21%
higher than last year. The Q2 variance to budget and last year is predominantly related to the
expensing of demolition costs associated with stage 2 of the terminal development, the
unbudgeted cost of the 30/6/19 PP&E asset revaluation; the timing of compliance expenditure
and increased insurance charges for the 19/20 year. Management are closely focused on
expense management to ensure controllable expenditure is brought in on or under budget for
FY20.

® Depreciation charges for Q2 are 53% higher than the same quarter last year and reflects that
stages 1 and 2 of the new terminal are now operational. Additionally, the revaluation of the
PP&E asset base has further increased the depreciation charge for FY20. The variance against
budget is significant and will be amended in the half year re-forecast due 28 Feb 2020.

Item 2
Attachments A

10
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Item 2

Attachments A

+ As a consequence of the above factors, EBITDA at $50.903m was 20% below budget and 14%
below the same quarter last year, reflecting the reduced revenue from aviation landing
charges, the impact of the unbudgeted operating expenditure items incurred during the
quarter and the higher depreciation charges.

o Profit after Tax for the quarter at $0.188m was 61% below budget and 63% below the same
quarter last year. Depreciation is $164k higher than the SOI budget but this is partially offset
by savings in interest costs and tax expense, resulting in a net -562k movement between
EBITDA and NPAT variances to budget.

Financial Performance and Position

Statements of Financial Performance and Position for Quarter 2 FY2019/20 are attached for
information. | am pleased to report that we are continuing to make good progress towards the
achievement of our objectives for the year.

Governance

Recruitment is underway to address succession for Taine Randel, HBAL Treasury Appointed Director,
whose tenure comes to an end this year.

Business Activity Summary

Aeronautical Development

Rolling 12-month passenger growth for the period ended 31 December 2019 was up 2.2% on last year,
despite a 1.7% decrease in capacity and a 3% increase in average load factors. Passenger numbers for
the quarter were 184,191 (last year: 194,117).

HBAL Management are engaging with our regional partners including HB Tourism and Business
Hawkes Bay to develop a Regional Aviation Development Strategy for the Hawkes Bay Region. The
focus is on attracting second tier airlines, enhanced seat capacity with Air New Zealand and route
development. Work has also commenced on the next aeronautical pricing review which is anticipated
to be completed by Q1 FY2021.

Terminal Development Project

Stage 2 which incorporates the new airline front and back of house facilities to the south of the existing
terminal building was completed and opened successfully on 5 November 2019. HBAL Management
and Air NZ have relocated into the new back of house offices. The new baggage make-up space is fully
commissioned and operational. The final stage of the project Stage 3 is now well under way with
approx. 30% of the demolition works completed.

The design development for a revised forecourt layout has been completed which will integrate with
the new car park and terminal layout. The design has been developed to enhance safety, security,
control of commercial vehicles and a plaza area for passengers which will reflect the design inspiration
from the Watchman Road Project.

11
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