
Draft Financial Strategy 2021/31 
This strategy outlines the financial mix we’re proposing to support the Clutha District as a great place to live, work and play, now and into the 
future. Let us know what you think of this mix… 

 

We’re continuing our focus on promoting growth and opportunities in the Clutha District 
Overall, our district is in good shape, poised to make the most of our circumstances and opportunities. 
In recent years we’ve supported initiatives to promote growth in the District and it’s great to see 
progress on this. Our district has begun growing and our overall outlook is positive despite the 
unprecedented challenges that have come our way in recent times. A variety of factors put us in a good 
position to move forward, continuing the momentum in recent years, with our focus on continuing 
towards making Clutha a great place to live, work and play. We’re also open for business in terms of 
visiting and investing here. Council is intending to use what it has available to fully support our 
residents and ratepayers now, and into the future.  
 

Our financial strategy aims to ensure: 
• We plan for and be adaptive to growth and enable infrastructure investment where it will get the 

best outcomes for our community’s well-being. 
 

• We have the funds needed to replace the infrastructure we have when it wears out (renew 
assets at the end of their economic life). 

 

• We prioritise investment in infrastructure that balances cost, risk, and service levels. 
 

• We work with our funding partners for the best outcomes for our district. 
 

• Everyday costs for services are met from everyday revenues.  
 

• We aim for rates to be affordable, fair and equitable, with increases set to provide certainty to 
ratepayers. 

 

• Future ratepayers using services created today pay their share, with the appropriate (prudent) 
use of debt. 

 

• We manage our investment funds and other investments by taking a prudent approach to risk 
and return.  

 

• We maintain financial resilience by having funds, debt capacity and insurances to cover our assessed maximum probability losses. 

What’s in the mix? 
From a financial point of view there are four key parts in 
the mix, and they are closely linked – what happens with 
one influences the others. Council can decide how much 
we spend, how much we rate for and how much we 
borrow. How much we receive is outside of our direct 
control, but it is an important part of the mix.  

Find out more about these key parts, and the mix we’re 
proposing, in this strategy. 

 

How much 
we spend

How much 
we receive

How much 
we borrow

How much 
we rate for



How Much We’re Proposing to Spend 

Overall Asset Build Programme 
We have forecast a substantial capital expenditure programme of $276 million during the ten years from 2021/22 to 2031/32.  
 
Table: Our Proposed Mix of Capital Expenditure 2021-2031 ($M) 

 
 
 
 
 
 
 
 
 

Graph: Our Proposed Mix of Capital Expenditure 2021-2031 by Activity  Graph: Our Proposed Mix of Capital Expenditure 2021-2031 by Type 
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Transportation 0 14 92 106 
Water 16 32 28 76 
Community Services 0 4 14 18 
Wastewater 28 15 8 51 
Internal Services 0 3 3 6 
Solid Waste 0 1 3 4 
Stormwater 0 4 11 15 
Total 44 72 160 276 
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Priorities to Facilitate Growth 
Our Approach: We plan for and be adaptive to growth and enable private infrastructure investment where it will benefit our community’s well-being. 
Key priorities include: 
• Enabling growth in the Milton-Milburn-Waihola Corridor. 
• Managing demand in our rural and urban water schemes, and where viable, supplying more capacity.  
• We’re also prioritising a number of sewerage and water projects in other areas to help them expand. This includes in Balclutha, Kaitangata, Kaka Point and 

Tapanui. 

 
Priorities for Improving Levels of Service 
Our Approach: We prioritise investment in infrastructure that balances cost, risk, and service levels.  
Key proposals include:  
• Upgrading rural and urban water schemes to comply with NZ Drinking Water Standards. 
• Upgrading wastewater infrastructure to improve the quality of discharges to the environment. 
• Increasing the capacity of stormwater infrastructure to reduce the risk of localised flooding.  
• Investing in the Milton main street improvements.  
• Strengthening our bridges to carry high productive motor vehicles.  

 
Taking Care of What We’ve Got (Renewals) 
Our Approach: We’re aiming to have the funds needed to replace when they wear out (renew assets at the end of their economic life). 
Key priorities include:  
• Minimising the costs and impacts of our ageing infrastructure.  
• Efficient road maintenance. 
• Continuing with our ‘fast-tracked’ bridge replacement programme. 
• Securing the future for Mt Cooee Landfill.   

Find Out More… 
Find out more about our priorities and what makes them important, in our Draft Infrastructure Strategy 2021/51. It goes hand in hand with this Draft Financial 
Strategy 2021/31. 
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How Much We’re Proposing to Borrow  
Our Approach: Future ratepayers using services created today pay their share, with the appropriate 
(prudent) use of debt. 
 

Graph: Our Strategy for Borrowing 2021/31 ($M) 

 
 

Our strategy is to use debt to our advantage 
Until recently we have not had any debt1, and used our various reserve funds built up over time when we have needed funding for infrastructure projects. We 
refer to this as internal borrowing, and like when you borrow from a bank, we apply market interest rates to this lending to different areas of Council.  
 

In recent times we have moved towards using our reserves to build our investment portfolio and put them to better use earning more for us in investment 
returns. Part of the returns we receive are used to keep rates down (see the Rates section for more information).  
 

Going forward we’re proposing to continue to keep our investment portfolio intact and borrow more to fund our proposed extensive asset build programme.  
 

We feel this is the best use of our investments and the approach is fairer, as:  
1. It means that future ratepayers also pay their share for assets and services created today (known as intergenerational equity), and 
2. Our asset build programme should cost us less in the longer term (as interest rates will be lower than market rates through our lender, the Local Government 

Funding Agency).  
 

The alternative approach would be breaking the investment portfolio and earning less in returns, internally borrowing from ourselves (at higher interest rates as 
we must use market value for these) and paying more in rates (both in the shorter and longer term). 
 

But it is important to get the balance right and we need to have clear limits. We are expecting to stay well within a debt limit we have set ourselves, where what 
we borrow will not exceed more than 175% of how much we’re expecting to receive. 
 

Even though we’re borrowing more than we ever have in the past, we will still have substantial ‘headroom’ if something unexpected happens.  

 
1 Debt refers to net debt which equals borrowings less investment and cash in the bank. 
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Limit on Debt 
We have set ourselves a limit that net debt 
will not exceed more than 175% of annual 
revenue.  
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How Much We are Expecting to Receive 
 

Investments 
Our Approach: To manage our investment funds and other investments by 
taking a prudent approach to risk and return. 
 
 

Council maintains investments to: 
1. Use some of the income to help reduce rates. 

 

2. Help fund the development and growth outcomes of the district i.e. 
support our community’s well-being through the priorities in our Living 
& Working in Clutha Strategy and Our Place community plans. 

 

3. Make sure we have money set aside to cover our share of replacing 
assets destroyed or damaged in a natural disaster. This includes what 
we call our emergency fund, and also our self-insurance fund (refer to 
the Financial Resilience section for more information). 

 

4. Invest amounts held in restricted and Council created reserve funds, 
including amounts held for future expenditure (depreciation reserves). 

 
 
Graph: Our Strategy for Investments 2021/31 ($M) 
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Targets on Investments 
Overall, we want to maximise investment returns while preserving ratepayer funds. 
We’re targeting to earn an average of 3.4% for returns on our investment portfolio 
during the next ten years through to 2031. We’re proposing to use some of it ($8.0M) 
to reduce rates. We’re forecasting the value of the fund will grow by from $31.7M to 
$35.0M. But what we receive is dictated by many factors outside our control. If we 
receive better returns, we will decide the best way to use them, in keeping with the 
reasons Council maintains investments. These main reasons are outlined (left).  

Types of investment we have  
For our size, we have a large investment portfolio. To ensure we get the best return 
we can, Council has outsourced the management of its investment portfolio, with an 
instruction to split the portfolio 50% in growth assets and 50% in income assets. 
Within these broader categories certain investment allocation ranges have been 
agreed to manage risk and returns. Council has a minor shareholding in Civic 
Assurance equity shares and borrower notes in the Local Government Funding Agency 
which increase as debt increases. 
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How Much We Are Proposing to Rate  
Our Approach: We’re aiming for rates to be affordable, fair and equitable, 
with increases set to provide certainty to ratepayers. 

Rates are one of the most important sources Council uses to fund the cost of its 
services. We expect 53% of Council’s overall costs will be funded by rates during 
the 2021/31 period. We have unavoidable cost drivers particularly for water, 
sewerage and stormwater, that will affect ratepayers who receive these 
services. But we’re proposing to keep our overall rates down in a number of 
different ways.  

 Graph: Our Strategy for Overall Rates 2021/31 (Annual % Change)  

Option 1 above is to use $1.75M of roading reserve funding in 2023 and 2024 to keep overall rates below 
4% in the short-term through to 2024.  Option 2 is to not to use $1.75M roading reserve funding. 

At this stage we prefer Option 1 but we’re asking for feedback before we decide which option to keep 
in the mix.   

Limits on Rates Increases 
We expect our overall rates to increase around 3.39% on average during the next 
10 years. We have self-imposed limit not to increase overall rates by more than 
4% per annum.  Our forecast at the moment is that this limit may be in jeopardy in 
some years of this strategy. There is a lot of uncertainty and factors outside our 
control. We’re proposing to be flexible and adaptive where part of this approach 
will involve reviewing overall rates when we update our financials on an annual 
basis and look at our mix to ensure we keep our overall rates increase below 4%.  

Our Proposed Mix for Keeping Rates Down 
 

This strategy is planning to: 

1. Use debt and borrowing to our advantage to get 
lower interest rates for our asset build programme 
(refer to the investment section of this strategy). 

2. Subsidise rates using income from investment 
returns.  

3. Use roading reserve fund (worth around $1.75M) to 
reduce rates below 4% in 2023 and 2024.  
 
Note: This would improve the mix from an overall 
rates perspective in the short-term through to 
2024, but not in the longer term from 2025 and 
beyond. This would impact roading rates, 
particularly for those in the rural area who pay a 
bigger proportion of this type of rate. But it 
wouldn’t avoid imminent water, sewerage and 
stormwater for ratepayers who receive these 
services. 
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Financial Resilience 
Our Approach: To maintain financial resilience by having funds, debt capacity and insurance sufficient to fund our assessed maximum probability losses. 
 
Our overall approach going forward is to:arina 
• Be flexible and adaptive. There are always unknowns, even more so in our current environment, and 
• Focus on our priorities particularly housing, jobs and investing in infrastructure. We’re aiming to support our economy with our proposed substantial asset build 

programme, and will also utilise central government stimulus funding for projects in our district.  
 

Our Resilience for Unplanned Events and the Unknown 
This strategy provides for the everyday maintenance of assets and the renewal of assets at the end of their economic life. Unplanned events require earlier than planned 
investment. These events, if they occur, could result in significant unplanned operating and capital costs.The risk is reduced in the Clutha District because of its size and 
the number of widespread communities, reducing the likelihood of extensive damage throughout all critical infrastructures at the same time. But any major event would 
impact on Council through the need for immediate funding, and depending on the scale, duration and location of the event, there could be unforeseen costs in terms of 
damage to Council assets. 

To make sure we are prepared for unplanned or unexpected events, we have the following mix we can call on: 

1. Insurance cover for above ground assets, a self-insurance fund for underground assets, and an emergency fund to draw against should it be needed.  
2. The debt capacity our strong balance sheet provides us. 

 

Our Approach to the Impacts of Covid-19 
In mid 2020 Council put in place a number of measures including a $100,000 fund to asssist ratepayers in financial hardship, primarily through the remission and 
postponementment of rates. Introducing trade waste charges were also deferred until 1 July 2021, and other business support actions were explored. This fund and the 
measures haven’t been called upon significantly. Council’s own finances have not be significantly impacted. Although investment returns initially dropped (and have 
recovered), countering this is the lowest interest rates in a generation. Currently we are seeing high investment returns and low cost of finance but over the term of the 
plan we’re predicting our mix of investments and borrowing effectively cancel each other out and reduce our financial risk if there are substantial movements in them.  
Our district has a high proportion of employment in agriculture, and an economy that with low reliance on the industries hardest hit by the 2020 Covid response, such as 
tourism and retail.  

 

Mitigating and Adapting to the Impacts of Climate Change 
Council is committed to better understanding and preparing for changes to our local climate. Investigative research we commissioned during 2020 revealed that overall 
the district is expected to get warmer and wetter, with more water likely flowing through the Clutha River. These changes may bring opportunities, such as overall warmer 
weather conditions and improved winter pasture growth. But they are also expected to bring challenges, such as heavier and more frequent flooding. Sea level rises are 
also expected to affect some of our coastal settlements in the longer (80-100 year) term. The modelling done specifically for our region gives us the opportunity to plan 
changes to our infrastructure over time. Several adaptation efforts are already underway, such as the Milton Sewer Treatment Plant that has already been raised to 
accommodate flood events. The Greenfield combined rural water scheme proposal takes into account flood and water quality issues on the Waitahuna and Tuapeka 
rivers with the view to source water and place water treatment plant infrastructure on the Clutha River. More work is underway to establish our biggest infrastructural 
risks and what we will do in response to these. Find out more in our Draft Infrastructure Strategy 2021/51.  



 

Clutha District Council – Draft Financial Strategy 2021/31        8 

Balancing the Books 
Our approach: Everyday costs for services are met from everyday revenues. 
Council intends to have a balanced budget, where we ensure our everyday costs (operating expenditure) cover our everyday revenues (operating revenue). To be as 
transparent as possible our measure excludes capital items and extraordinary operating items that would not be considered by ratepayers as appropriate everyday costs 
or revenues of running the district.  

Graph: Everyday Costs & Revenue 2021/31 ($M)      Table: Overall Forecast Spending & Funding 2021/31 ($M) 

  
Council has an exception to a balanced budget in the first year of the strategy. This relates 
to grant funding that has been committed for the Clutha Community Hub project for the 
redevelopment of the Balclutha Memorial Hall. The ownership of the hall will transfer from 
Council to Clutha Community Hub Trust Inc in 2021/22 and normally this would be an asst 
addition instead of an expense. The grant will be funded through rates in a similar way to 
intergenerational projects for assets directly owned by Council. 
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Giving of Security on Borrowings 
Council from time to time borrows externally to meet short to medium term funding shortfalls. This includes a committed bank facility (Multi Option Credit Line or 
bank overdraft facility) and borrowing from the LGFA by way of a Debenture Trust Deed. Council has entered into a “negative pledge” including future general rates 
as security for these lending facilities.  A negative pledge essentially is borrowing without security that involves a promise by Council that it will not grant security 
over any assets to any other lender or creditor. A negative pledge is granted on the basis that Council’s unsecured promise to pay should of itself be adequate 
comfort to the lender and that none of Councils other lenders/creditors would be put in a preferred position in the event of a default.  

Looking Forward Ten Years to 2031 
 

 
Let us know what you think of our proposed mix of: 
• how much we want to spend 
• how much we want to borrow, and  
• how much we want rate for.   
 
What changes would you suggest to improve the overall mix? 

We believe this Financial Strategy will ensure the following on behalf of the District: 

• Provide funding to meet the costs of taking care of what we have, improve what we’ve got, and facilitate growth where there are 

opportunities for this to happen.  

• Meet everyday costs for services are met from everyday revenues. 

• Provide certainty to ratepayers about rates and how we are planning to keep rates down.  

• Use borrowing and debt to our advantage. 

• Make sure we have the financial resilience and means available to manage the unexpected. 


