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Local Government Transparency, Accountability and Financial p 2,;\“?‘
Management: Improving Transparency and Accountability (Paper ‘Q&a
Portfolio: Local Government @?"&
On 27 October 2009, following reference from the Cabinet Economic Growth a@\f’f’amucﬁue
Committee (EGI), Cabinet: gg?

| ]
Background : Q
1 noted that on 20 April 2009, EGI invited the Minister of L Government to teport back

with specific proposals to jmprove local authority transgdsency, accountability and financial
management, and on other minor changes to the Lo% ement Act 2002 (the LGA)

[EGI Min (09) 6/10};

2 noted that on 27 April 2009, Cabinet inviteQﬁi‘eﬁnister of Local Government to report
back to EGI on the Royal Commission ogi.Auckland Governance’s (Royal Commission)
recommendation for an Auckland Sepwitg Performance Auditor, as part of the work on the
local government fransparency, acc tability and financial management in the
New Zealand-wide context [CAEMin (09) 14/2];

3 noted that in recent years,fesidential rates have grown si gnificantly faster than consumer
price inflation, local g cut input cost indices, and the average household income;

4 noted that work to Mprove local authority transpaency, accountability and financial
management i@ded by the following three principles [EGI Min (09) 6/10]:

4.1 %ﬁ"gevemment should operate within a defined ﬁscal envelope;
4, \}%ounoils should focus on cote activities;
7 council decision making should be clear, transparent and accountable;
“Blain English” financial reporting

5 noted that the LGA requires couneils to include in their plans a funding impact statement
(FIS), including an indication of the level or amount of funds to be produced for each
funding mechanism used by the council; )
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Inter-council comparisons : o

9

10

11

12
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agreed that the LGA be amended to require the FIS'to show both the sources and
applications of funds, and to be included for fhe whole council and for each group of
activities;

agreed that the LGA be amended to require each council to show:

71  inits plans and reports, cach reserve fund that it has created, the purpose of the
reserve, the activities to which it relates, the opening and closing balance of the
reserve, and the movement of funds into and out of the 1eserve;

72 for each activity, the total of any internal loans applied to that activity, reductions

agreed that: ‘:&?\“’ '

8.1 the detail of the format and presentation of the balanced FIS be specified &?\brder in
Coungil; "

iance @ﬁ‘b generally

82  the balanced FIS may be specifically exempt from comp
e%%}@ihow council funding

accepted accounting practice (GAAP) in oder to more ¢
requirements and practices; %)

Q

— T

noted that the ability to compare situations, either b 'wk’n councils or within a council over
time, i¢ a key element of transparent gove:mmen‘t:2

agreed that the LGA be amended 50 that, onythg advice of the Minister of Local

Government, the Governor-General by Or8gsin Council is authorised to prescribe the form

and definition of accounting disclosuéc& be made by councils in their financial statements;
;} .

agreed that in the event of any ig;@éistenoy between GAAP and the accounting disclosures
prescribed, GAAP will prevf:]jj

agreed that the followip@é&ivities be disclosed as separate groups of activities in council
plans and reports: "}

121 water SQ@V;
12.2 56@ treatment and disposal;

12..%®¥;orlnwater drainage;

\&4 flood protection;

\}Qﬁ

s

14

1L

125 roading;

agreed that the LGA be amended to require prior year’s budget comparisons in long-term
council community plans (I TCCPs) and annual plans,

noted that the provision of comparative non-financial data is desirable to achieve
transparency about the level of service being provided to ratepayers;
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and increases in the balance of those loans, and interest charges on those loans; %r:)\”"
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15 agreed that the LGA provide for:

151 asystem of standard measurement systems for local authority services;

152  responsibility for preparing measurement standards to lic with Standards
New Zealand,

153 mandatory development of accredited petfonﬁamce measurement sysiems for water
supply, sewage treatment and disposal, stormwater drainage, flood protection and
roading; N,

15.4 inclusion of performance tatgets for mandatory performance measurement systems {2}
in council LTCCPs, annual plans and annual reports; {x{?

e ¢
155 auditing of reported actual performance in the annual report; ﬁ\g?g
improving disclosure of asset management information &
16 noted that: @
72

16.1 councils are major providers of infrastructure services, but t °gﬁfality of information
available to ratepayers is highly variable; -

16.2  the financial importance of infrastructure services, n@gghat the public need good
information on the likely future costs of these serybes Lo properly evaluate other
competing expenditure proposals; \:&}g

17 noted that proposals to standardise the groups Gf @ivities used by councils, and fo
standardise non-financial performance meas\ti(%ﬂ%nt information, will help to develop
consistent asset management infoxmatien\g?;r each council; -

. {:: .
18 agreed that to complete the packaggf&'i?CCPs, annual plans and annual reports should:

181 clearly disclosc plannqg'ynd actual capital investment in infrastructure assets;

182  show separately fivastment to mect additional demand for services, investment to
improve the ard of service provided, and investment to replace existing assets;

19 agreed that sectidy 99 of the LGA be amended to require the Auditor-General to report on

compliance ‘@ the rules for asset management information disclosure in the audit opinion
on each cdgA¢il’s annual report;

P I X
re-e eci'&@@eport

20 "
oY
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ted that it is important to promote disciission about the issues, options, trade-offs and
priorities facing each council at election time,

agreed that each council be required to publish a pre-election report containing:
211 financial results for the previous three years;
2172 . compliance with the council’s financial strategy;

213 forecast financial information for the next three years;
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23

Core services
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214 forecast major projects for the next three years;

agreed that to minimise compliance costs, the information contained in the pre-election
report be drawn from previously published plans and reports, except for the council’s best
estimate of financial outcomes for the previous financial year;

agreed that to avoid the 1eport becoming a ratepayer funded clectioneering report for
current elected members, the report be prepared and issued by the council’s chief executive,
and that statements attributed to and photographs of current elected members be prohibited

from the report;

¥

noted that while fhc measures proposed in the paper under EGI (09) 209 will providg ‘g*:?‘ .

24
indirect incentives for councils to focus on core services, there should be a more 11@
approach; %"

25 agreed that section 12 of the LGA be amended to require couneils to hav mfecular regard
to the contribution to community well-being made by specified sexvice,@\ '

26 agreed to add a principle requiring councils to petiodicaily assc%@;% and retwrns from
investments to section 14 of the LGA, ‘Q

Auckland service performance auditor Q\

27 noted that the Royal Commission recommended t@eaﬁon of a statutory position of
Auckland Service Performance Auditor (ASPAXA

28 noted that the Royal Commission had con %about the monopoly risks of Watercare and
recommended that the ASPA have regt%@;f}aty oversight of Watercare, including the power to
require information disclosure; L™

29 noted that council-controlled ot é@isaﬁons (CCOs) will play a greater role in service
delivery for the Auckland €incil than for any other council in the country;

30 noted that the Depart %of']ntemal Affairs is undertaking further work on whether the

CCO monitoring fi; otk for the Auckland Council needs to be strengthened, and that the
results of this wegRswill be included in a later paper to the Cabinet Commiltee on
Implementa@kf Auckland Governance Reforms;

Minor Iegisl%@ changes

31

a r@ to the following minor changes to the LGA:

@\‘}} 1.1 the repeal of section 107, which requires councils to have a policy on partnerships

o
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with the private sector, because few councils enter into public-private partneiships;

312 the repeal of section 78(2), so that when considering the views and preferences of
persons likely to be affected by, or have an interest in, a particular matter, councils
are not required to undertake such consideration at four distinct stagés in the

decision-making process;
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31.3 - the omission of the words “out of the general revenues of the district” from
subclause 39(1) of Schedule 7, to clarify that a targeted rate can be nsed to recover
community board expenses; ‘

32 noted that, as recommended by the Local Government and Environment Committee, the
issnes raised in petition 2008/2 have been considered as part of work to improve the
transparency, accountability and financial management of local government;

33 agreed to not amend the LGA to require councils and CCOs to record details of contracts
issued to the private sector in their annual reports, as petition 2008/2 requested;

[mplementation 'n)
: Y,
34 agreed that the proposals in the paper under EGI (09) 209 take effect from the 2012 lon ?M*
term council community plans (LTCCPs), except for: \:;.‘5

341 the provision of prior year’s comparisons {paragraph 13 above) to take .‘E.@Pt
immediately upon Royal Assent, D

342 non-financial performance measures (paragraph 15 above) to tq@ fect from
30 June 2014;

343  the Auditor-General’s report on compliance with asset n@agement disclosures
(paragraph 19 above) to take effect for the ﬁnanci@- commencing 1 July 2010;

344 pre-election reports (paragraph 21 above) to @effect for the 2013 local authority
clections; ' R

o,
- " v H . Y :&‘
Legislative implications “'\‘»:%

. ) o . .
35 invited the Minister of Lo_oal Govet {0 issue drafting instructions to Patliamentary
Counsel Office to prepare amendm&;%& the LGA. to give effect to the above proposals;

36 authorised the Minister of Lo éovemmcnt, Associate Minister of Local Government,
and other affected portfolig M‘i;usters, to provide ditection fo the Parliamentary Counsel

Office on any drafting igsfieRarising;

" )
Publicit
ublicity \?)

37 authorised a é?:p of Ministers, comprising the Prime Minister, the Minister for
5

N
P

Infrastruci®) Kssociate Minister for Infrastructure, Minister of Local Government and
Associ inister of Local Government to take decisions on the process, timing and
co:;& Fthe communications strategy for announcing Cabinet’s decisions on the proposals
0 al government {ransparency, accountability and financial management [CAB Min (09) -
& 16-18] and on water infrastructure development [CAB Min (09) 38/19];
¥
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38 noted that the Minister of Local Government infends to consult with Local Government
New Zealand and the Society of Local Government Managers on the drafiing of the Bill,
subject to their agreement to confidentiality. '

Kebeces [Citzrrddge

Secretary of the Cabinet Reforence; CAB (09) 621, CAR (09) 622; CAB (09) 623

Distribution:

Prime Minister @
Chisf Executive, DPMC . r@
Director, PAG, DPMC

Minister of Finance
Secretaiy to the Treasury %._\

Minister for Economic Development
Chief Executive, MED *‘?}

Minister of Justice @
Seeretary for Justice ®\

Minister of Health : @
Director-General of Health ‘ @

Minister for the Environment @

Sceretary for the Environment Q

Minister for Arts, Culture and Heritage @
Chief Exeentive, Ministry for Culture and Heritage %».

Minister of Agriculture
Director-General, MAF (Agriculture) &

Minister of Conservation ) @

Director-General of Conservation ",

Minister of Transport . ‘{:"w
Secretary for Transport : *,\‘,:“e

Minister for Social Development and Employment ,\%}

Chief Bxecutive, MSD ‘:,.'.‘:f *

Minister for Building and Construction
Chicf Fxccutive, Department of Building and ‘E:{ousing

Associate Minister of Local Government

Minister Responsible for the National Lil?rgxy
National Librarian

Minister of Local Government Q
Secretary for Internal Affair al Government)

Minister of Maori Affairs

Dk

Chief Exccutive, Te P
Minister for the Coﬁy and Voluntary Sector

Secretary for Inter Tiairs (Community)
i SD (Comumunity)

%

Chief Execut
Controller a ditor-General
Chief Paglidpdentary Counsel

Tegistatipt Coordinator
Segidafy, EGI
@ taty, AGR
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