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7. To support the committee in this role, staff have prepared a document setting out the 
methodology and key assumptions used to undertake the financial scenario modelling.  

8. Throughout this process finance staff have worked closely with our legal advisers on matters 
of compliance, including compliance with the Local Government Act 2002 and debt market 
disclosure requirements.   

 

Ngā tūtohunga 
Recommendation/s  
That the Audit and Risk Committee: 

a) note that the COVID-19 situation presents significant risks to the financial position of 
the Auckland Council group.  

b) note that the severity, duration and longer-term implications of disruption from the 
COVID-19 situation remain highly uncertain and therefore the financial implications 
for the council group are also highly uncertain.  

c) agree to advise Governing Body members (via the Emergency Committee) that the 
methodology and assumptions underpinning the financial scenario modelling are 
reasonable given the circumstances.  

Restatement 

d) confirm that there be no restatement of the confidential report or the resolutions at 
this time. 

 
 

Horopaki 
Context  
9. The Audit and Risk Committee has several roles relevant to the financial implications of the 

COVID-19 situation on the council group.  These include: 

• Monitoring and oversight of key high-level risks to council 

• Considering the validity of management processes and thinking in relation to these 
risks and the associated controls 

• Advising the Governing Body on key matters of compliance including compliance with 
the Local Government Act 2002, debt market listing rules and Local Government 
Funding Agency debt covenants.   

10. The statutory process most immediately affected by these financial implications is the 
preparation and adoption of the council’s Annual Budget 2020/2021. While this document is 
not itself subject to audit review, the Office of the Auditor General will be interested in this 
matter given its upcoming review of the 2019/2020 Annual Report and its general role in 
providing monitoring and oversight of the New Zealand local government sector.  

11. Future engagements with the council’s external auditors will therefore inevitably involve 
discussion on the financial implications of COVID-19.  

Tātaritanga me ngā tohutohu 
Analysis and advice  
12. Disruption from the COVID-19 situation is adversely impacting many revenue streams for 

the council group as well as affecting the delivery of capital projects. Because there is not 
yet clarity on the severity, duration or longer-term impacts of this disruption, the quantum of 
the financial implications for the council group remains highly uncertain.   
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13. The longer the event continues the more significant and varied the impacts and 
consequences. The financial risks are also closely related to the wider COVID-19 related 
risks discussed in a separate paper to the Audit and Risk Committee.  

14. The council’s finance team have undertaken some financial scenario modelling across the 
council group to understand the potential implications and to inform elected members of the 
possible decisions and trade-offs that they may need to make because of the disruption. The 
immediate key financial decisions relate to the process for preparing and adopting the 
Annual Budget 2020/2021 and any adjustments to rates. The results of this analysis are set 
out in Attachment A. 

15. The key financial constraints that the council faces in responding to shocks such as this are 
its ability to borrow and the willingness and ability of ratepayers to pay. The Local 
Government Funding Agency debt covenants set specific financial parameters, which if 
breached have specific consequences. On the other hand, the consequences of the council 
breaching the debt limits that are monitored by the credit rating agencies will depend on the 
judgement exercised by those agencies taking into account any actions by the council that 
may mitigate or limit the extent of the breach.  

16. A credit rating downgrade would make it harder and more expensive to continue to access 
debt markets and may negatively impact on some of the investors in council’s bonds.  In 
addition, the council needs to think carefully about its debt policy settings to avoid 
overburdening future generations of ratepayers. 

17. The key trade-offs that the council will need to make in response to this situation involve 
balancing the cost imposed on ratepayers now and in the future against the need to continue 
to deliver critical council services and investments to support economic recovery, while at 
the same time maintaining the council group’s sound financial position.           

18. The Audit and Risk Committee has a key role to play in ensuring that the council is in a 
position to make sound decisions based on robust information and analysis. To support the 
committee in this role, staff have prepared a document setting out the methodology and key 
assumptions used to undertake the financial scenario modelling. This document is included 
as Attachment B.   

19. Some of the key controls employed in this work were: 

• Agreeing common group-wide assumptions at the commencement of the work 

• Seeking input widely across the council group 

• In the case of Auckland Transport which is facing the most significant impacts, input from 
external international experts and consideration of the modelling at board of directors 
level  

• Board-level reporting and engagement across the group 

• Review and validation by the council finance team, with a key focus on the consistent 
application of assumptions across the group 

• Seeking review and feedback where possible, for example from the council’s Chief 
Economist on the potential impacts on rates and development contribution revenue.  

20. Throughout this process finance staff have worked closely with the internal legal team on 
matters of compliance, including compliance with the Local Government Act 2002 (and 
related legislation) and debt market disclosure requirements. For the latter issue, external 
legal support has been included in the process.   
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21. The key issue in relation to compliance with the Local Government Act 2002 is balancing the 
requirement to adopt an annual plan by 30 June 2020 with the requirement to undertake 
adequate public consultation on key budget or rating changes (which is considered by the 
local government sector more generally to be the most critical compliance issue).  The legal 
team are liaising with the broader local government sector and the Department of Internal 
Affairs on these compliance matters.  

22. The key debt market listing compliance issues relate to the NZX disclosure requirements, 
with a particular focus on disclosure of information that may influence the price of the 
council’s listed bonds. The key issues here are determining the factors that may influence 
bond pricing and at what point is the information sufficiently definite to warrant disclosure. 
There are also other related practical compliance matters such as managing confidentiality, 
the timing of disclosures and managing compliance with the requirements of exchanges 
other than the NZX on which council bonds are listed. 

Tauākī whakaaweawe āhuarangi 
Climate impact statement  
23. There is no climate impact from the recommendations of this report.  

Ngā whakaaweawe me ngā tirohanga a te rōpū Kaunihera 
Council group impacts and views  
24. This report considers the process by which information on the financial implications of 

COVID-19 have been pulled together from right across the council group.  

Ngā whakaaweawe ā-rohe me ngā tirohanga a te poari ā-rohe 
Local impacts and local board views  
25. There are no local impacts associated with the recommendations of this report.  

26. The impact of the financial implications for local boards will be considered as financial 
decision-making progresses.   

Tauākī whakaaweawe Māori 
Māori impact statement  
27. There are no impacts for Māori associated with the recommendations of this report. 

28. The impact of the financial implications on Māori outcomes will be considered as financial 
decision-making progresses.   

Ngā ritenga ā-pūtea 
Financial implications  
29. Financial implications are discussed in Attachment A. 

Ngā raru tūpono me ngā whakamaurutanga 
Risks and mitigations  
30. The financial risks of the COVID-19 situation for the council group are the subject of this 

report and its attachments. The Audit and Risk Committee plays a key role in maintaining 
oversight and advising the Governing Body on the management of these financial risks and 
the associated compliance matters, including whether or not a robust process has been 
followed. 
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