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CORPORATE AND FINANCIAL COMMITTEE 3. 9. 2013 
 
 

 

18. RESOLUTION TO BE PASSED - SUPPLEMENTARY ITEM 
 
 Approval is sought to submit the following supplementary items to the meeting of the Corporate and 

Financial Committee on Friday 6 September 2013: 
 

 Capital Endowment Fund 
 Proposed Retail Development 
 IANZ accreditation – Estimated Financial Impact on the Council 
 CDCH Constitution and Council’s Directors Appointment and Remuneration Policy 

                    Chairperson's Report
      
 The reason, in terms of section 46(vii) of the Local Government Official Information and Meetings Act 

1987, why the reports were not included on the main agenda is that they were not available at the 
time the agenda was prepared. 

 
 It is appropriate that the Corporate and Financial Committee receive the supplementary items at the 

current meeting. 
 
 RECOMMENDATION 
 
 That the supplementary items be received and considered at the meeting of the Corporate and 

Financial Committee on Friday 6 September 2013. 
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CORPORATE AND FINANCIAL COMMITTEE 6. 9. 2013 
 
19. CDCH CONSTITUTION AND COUNCIL’S DIRECTORS APPOINTMENT AND REMUNERATION 

POLICY  
 

General Manager responsible: Acting GM, Corporate Services 941 8528 
Officer responsible: Acting GM, Corporate Services 941 8528 
Author: Ian Thomson, 941 6343 

 
 PURPOSE OF REPORT 
 
 1. To seek approval of a new constitution for Canterbury Development Corporation Holdings Ltd 

and consequential changes to the Council’s policy for the appointment and remuneration of 
directors. 

 
 EXECUTIVE SUMMARY 
 
 2. At its meeting on 6 December 2012 the Council approved the terms of a Memorandum of 

Understanding between the Council, Christchurch City Holdings Ltd (CCH) and Canterbury 
Development Corporation Holdings Ltd (CDCH). 

 
 3. In that document the Council agreed to effect changes to its policy for the appointment and 

remuneration of directors and to the constitution for CDCH to reflect the processes for 
appointing Councillor directors and independent directors. 

 
 4. The changes proposed are referred to in this report. 
 
 FINANCIAL IMPLICATIONS 
 
 5. There are no financial implications arising from the Council's approval of a new constitution for 

CDCH or to the proposed changes to the policy. 
 
 LEGAL CONSIDERATIONS 
 
 6. The Council owns all of the shares in CDCH. 
 
 7. Section 32 of the Companies Act 1993 provides for the adoption, alteration and revocation of a 

constitution.  A special resolution is required which means that a majority of 75% must approve 
the new constitution. 

 
           8    The existing constitution is a standard form document registered when the company was 

incorporated as a shelf company some years ago.  It is no longer fit for purpose. 
 
           9.       Changes to the policy can be made by ordinary resolution. 
 
 STAFF RECOMMENDATION 
 
 That the Council resolves that it: 
 
 (a) Revokes the existing constitution for Canterbury Development Corporation Holdings Ltd; 
 
 (b) Adopts a new constitution for the Company incorporating the provisions of the current 

constitution for Canterbury Development Corporation and the changes recommended by staff; 
 
 (c) Notes that resolutions (a) and (b) require a majority of 75% of votes cast; 
 
 (d) Amends the Council’s policy for the appointment and remuneration of directors to reflect these 

changes.    
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 BACKGROUND (THE ISSUES) 
 
 10. Attached to this report is a copy of the current constitution for Canterbury Development 

Corporation (Appendix 1).  CDCH owns all of the shares in that company. 
 
 11. Also attached is a schedule of changes that are proposed to be made to that document 

(Appendix 2).  The new constitution for CDCH will be the same as CDC's, with the changes 
included.  

 
 12. If Councillors resolve (by a majority of at least 75%) to adopt a new constitution for CDCH it will 

comprise the same terms as are currently in the constitution for Canterbury Development 
Corporation, and the proposed changes. 

 
 13. The changes reflect the understanding reached by the Council, CDCH and CCH that the 

majority of the directors on the board of CDCH are  to be independent. 
 
           14.    Appendix 3 sets out the clauses proposed for inclusion in the appointment and remuneration of 

directors policy.  These also reflect the Memorandum of Understanding which states that: 
 
                     “CCHL and the Company will propose to the Council a specific provision in the appointments 

policy that will define the process for appointing directors to the company.  This would be 
consistent with other aspects of the policy but whilst providing for Councillors to be appointed 
this provision would require a majority of independent directors (including the chairperson) to be 
maintained”. 
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CORPORATE AND FINANCIAL COMMITTEE 6. 9. 2013 
 
20. IANZ ACCREDITATION – ESTIMATED FINANCIAL IMPACT ON COUNCIL 
 

General Manager responsible: General Manager Corporate Services Ph 941 8528 
Officer responsible: Corporate Finance Manager  
Author: Funds & Financial Policy Manager 

 
 PURPOSE OF REPORT 
 
 1. This report outlines the direct financial cost to Council arising from the recent loss of 

International Accreditation New Zealand (IANZ) accreditation for the issuance of building 
consents. 

 
EXECUTIVE SUMMARY 

 
 2. Four sources of direct costs have been identified, as shown in the table, and explained in the 

following paragraphs: 
 

Estimated costs associated with IANZ Accreditation loss, by source and year 
Crown 

Manager
Accreditation Insurance 

Premium
Interest Costs Total

2013/14 year 700,000            100,000            withheld 20,000              820,000           

2014/15 year 120,000            ‐                     withheld 120,000            240,000           

beyond (present value) ‐                     withheld 1,060,000        1,060,000       

Total 820,000            100,000            withheld 1,200,000        2,120,000          
* Note that the cost of replacement insurance has been withheld for reasons of commercial 

sensitivity (refer paragraph 5) 
 

Crown Manager (direct costs) 
 3. The Crown Manager is engaged until December 2014.  Council is required to pay for his 

remuneration plus some administrative and reasonable sundry costs. 
 The total cost to Council from this source is estimated at around $820,000. 

 
Regaining IANZ Accreditation (direct costs) 

 4. IANZ conducts a routine bi-annual audit of the Council’s consenting processes.  An additional 
audit will be required during the 2013/14 year in order to regain accreditation, although the 
details of this have not been finalised with IANZ.   

 The total cost to Council from this source is estimated at around $100,000. 
 
Insurance 

 5. Loss of IANZ accreditation resulted in the scope of Council’s normal professional indemnity 
insurance cover being reduced to exclude building consent activities.  Replacement cover has 
been secured from an alternative underwriter.  The current cost of this replacement cover is 
commercially sensitive; the long-term cost to Council will depend on the length of time that a 
separate policy is required, and movements in future-year premiums. 

 
Increased Cost of Borrowing 

 6. A lower credit rating has a direct impact on the Council’s borrowing costs.  Specifically, the 
credit margins applied on new borrowing by banks and other investors will increase by an 
estimated 0.05%. 

 
 7. The total cost to Council of these increased borrowing margins will be affected by four factors: 

 How long the Council’s credit rating can be realistically said to be adversely affected by 
the loss of IANZ accreditation. 

 How much money is borrowed over this period (both “new debt” and re-financing of 
existing maturities); and 

 The term to maturity of these borrowings (i.e. if money is borrowed for five years, then 
the 0.05% additional cost is “locked in” for the entire five years of the borrowing, 
irrespective of whether / when the accreditation issue is resolved). 

 The discount factor used to convert these future year losses into present value terms. 
 
 8. The total additional borrowing cost to Council is estimated at around $1.2 million, based on the 

following assumptions: 
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 The impact of Council’s credit rating downgrade will affect borrowing for the whole of the 
2013/14 and 2014/15 financial years (beyond which it is unreasonable to continue to 
associate Council’s credit rating with the current accreditation issue). 

 Debt raised in this period will all mature in May 2021, consistent with our current 
borrowing strategy. 

 A reasonable discount rate to apply for present value purposes is 6%, being 
approximately the long-term average of the New Zealand Government’s 10-year 
benchmark rate. 

 Debt raised in 2013/14 will be $125 million (for a present value of around $350,000) 
 Debt raised in 2014/15 will be $365 million (for a present value of around $850,000) 

 
 FINANCIAL IMPLICATIONS 
 
 9. Council’s cost base has been increased compared with 2013-16 Three Year Plan (TYP) 

budgets, but this increase is not large enough to have a material impact on the viability of these 
budgets. 

 
 10. Costs incurred in the current financial year are unbudgeted and so will increase the forecast 

operating deficit. There are limited opportunities to find operational savings to offset these costs 
and the default position is that they be funded from borrowing as part of the operating deficit in 
accordance with the financial strategy.  

 
 11. The default position for 2014/15 and thereafter is that the additional interest costs are part of 

general corporate costs and so will be funded through rates; other cost items are specifically 
associated with the consents’ function and may be funded through increased Building Consent 
revenue.  The next Council will have the option to amend these allocations in the 2014/15 
Annual Plan. 

 
 12. Council can determine to fund these costs differently than the default positions above. Options 

include: 
 Increasing rates in 2014/15 to recover costs incurred in 2013/14 (rather than borrowing); 
 Recovering all 2014/15 costs including interest from consent fees in 2014/15 (rather 

than some from rates);  
 Recovering some of the 2014/15 costs associated with consent fees from rates by 

amending the funding policy. 
 
 13. Changes effective post 1 July 2014 can be addressed by Council during the 2014/15 Annual 

Plan process.   
 
 Do the Recommendations of this Report Align with 2013-16 TYP budgets?  
 
 14. Not applicable. 
 
 LEGAL CONSIDERATIONS 
 
 15. None. 
 
 ALIGNMENT WITH TYP AND ACTIVITY MANAGEMENT PLANS 
 
 16. Not applicable. 
 
 Do the recommendations of this report support a level of service or project in the 2013-16 

TYP? 
 
 17. No. 
 

ALIGNMENT WITH STRATEGIES 
 
 18. Not applicable. 
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 CONSULTATION FULFILMENT 
 
 19. Not applicable. 
 
 STAFF RECOMMENDATION 
 
 It is recommended that the Corporate and Financial Committee receive this report. 
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9. RESOLUTION TO EXCLUDE THE PUBLIC (CONT’D) 
 
 Attached. 
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RESOLUTION TO EXCLUDE THE PUBLIC 
 
 

Section 48, Local Government Official Information and Meetings Act 1987. 
 
 I move that the public be excluded from the following parts of the proceedings of this meeting, namely 

items 21 to 23. 
 
 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: 

 
  GENERAL SUBJECT OF EACH 

MATTER TO BE CONSIDERED 
REASON FOR PASSING THIS 
RESOLUTION IN RELATION 
TO EACH MATTER 

GROUND(S) UNDER 
SECTION 48(1) FOR THE 
PASSING OF THIS 
RESOLUTION 

PART A 21. PROPOSED RETAIL 
DEVELOPMENT 

) GOOD REASON TO 
) WITHHOLD EXISTS 
) UNDER SECTION 7 

)SECTION 48(1)(a) 
) 
) 

     
PART B 22. CAPITAL ENDOWMENT 

FUND 
) 
) 

) 
) 

     

PART B 23. CHAIRPERSON’S REPORT ) 
) 

) 
) 

 
 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 the holding of the whole or relevant part of the proceedings of 
the meeting in public are as follows: 

 
ITEM REASON UNDER ACT SECTION PLAIN ENGLISH REASON WHEN REPORT CAN 

BE RELEASED 
     
21. To enable the Council 

to carry on 
negotiations, without 
prejudice or 
disadvantage. 

7(2)(i) Once insurance issues 
area settled the Council 
will be entered into 
negotiations with 
developers. 

Once negotiations 
are successfully 
concluded. 

     
22. Commercial Activities 7(2)(h) and 

7(2)(f)(i) 
Commercial Activities Never 

     
23. To enable the Council 

to carry on 
negotiations, without 
prejudice or 
disadvantage. 

7(2)(i) Conduct of negotiations Once negotiations
are successfully
concluded. 
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 Chairperson’s 
 Recommendation: That the foregoing motion be adopted. 
 

Note 
 
 Section 48(4) of the Local Government Official Information and Meetings Act 1987 provides as 

follows: 
 
 “(4) Every resolution to exclude the public shall be put at a time when the meeting is open to the 

public, and the text of that resolution (or copies thereof): 
 
 (a) Shall be available to any member of the public who is present; and 
 (b) Shall form part of the minutes of the local authority.” 
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