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Our people, our Islands, our future

Chatham Islands Council
Pre-Election Report

Information for voters and potential  
candidates in the 2019 Local Body elections.



Local government elections will be held 
in October this year. If you are passionate 
about our Islands, this is your opportunity 
to stand for Chatham Islands Council to 
help shape our future. 

As Chatham Islanders, we live in uniquely 
challenging circumstances, specifically 
balancing the cost of living and working 
on the Chatham Islands with the goal 
of creating a sustainable future for our 
community. As the smallest council in  
New Zealand with a static population,  
we remain reliant on funding from Central 
Government to maintain this balance. 

This pre-election report gives voters and 
candidates a snapshot of our work and 
finances, it sets out the issues facing our 
Islands and how we plan to address them. 

This report is designed to encourage 
debate on our projected funding and 
expenditure and whether it is the direction 
the community wishes the Council to 
continue heading. It is a mandatory 
reporting requirement. 

The document is not audited. However, the financial 
information presented in this document has been 
extracted from audited documents and was 
prepared using the best information available at the 
time this report was prepared. Historic information 
is recorded in our Annual Report and our 
prospective information in our Long-Term Plan and 
Annual Plan. For a more complete understanding  
of our operations, please refer to the full versions  
of these documents on our website.

As always, we wish to recognise our appreciation 
to all those who work for the Council, for their 
enthusiasm in ensuring we continue to contribute 
positively towards building a sustainable 
community for our Islands.

Introduction
This 2019 pre-election report aims to give you a good sense of our finances and activities in recent years,  
and those we have planned in the years ahead. It is divided into the following sections:

• Our current issues - summarising the current issues we are facing and identifies how anticipated changes 
may affect how we work.

• Our major projects - highlights our big projects that we are investing in to develop infrastructure and 
resilience on our Islands. 

• Our financial information - our financial strategy sets out our strategy, financial position and summarises 
our current and forecast financial situation.

• Elections 2019 - visit our website for more information at www.cic.govt.nz/your-council/elections-2019/
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Our current issues
Our most important issue is our reliance on Central Government funding

With our low ratepayer base, we rely heavily on Central 
Government to support us in supplying essential 
infrastructure and operational services. There is 
strategic benefit to the New Zealand commercial fishing 
industry from having inhabited islands around the 
New Zealand coast, as the economic zone is extended. 
To ensure our Islands remain populated, ongoing 
Central Government support remains likely; with the 
alternatives, such as being fully ratepayer funded are 
considered both unsustainable and unaffordable. 

Historically, the Crown has provided the Council with 
an annual contribution which allowed us to meet our 
statutory obligations, whilst not providing a capital 
investment programme. The annual Crown contribution, 
based on previous support, was for $3.2 million per 
annum including our waste management programme.

Such an investment strategy required a separate 
approach to Crown entities for asset development 
support and increased operational expenditure, 
leaving our infrastructural programmes deferred, 
assets deteriorating and Council unable to comply 
with revised legislative requirements, until additional 
funding becomes available.  

Recently, consideration has been given to extending the 
level of support from the annual Crown contribution 
to include an amount to cover debt repayment. This 
would allow Council to enter into debt to fund its capital 
investment programme. Responsibility for managing 
these projects will also return to Council. To date, the 
application for additional funding has been unsuccessful.

Council continues to work with the Department of 
Internal Affairs and other Government agencies to 
secure funding to support Council activities in a 
compliant way.

Rating affordability
Most of our funding comes from Central Government 
support. However, approximately 6% of our total 
funding comes from our ratepayers. Rating affordability 
is of key importance to the community and the Council. 
When Council Dues are included with our rates, 
Chatham Islanders pay significantly more in comparison 
to mainland rural councils. Council dues are a tax on 
imports to and exports from the Island.

To ensure our rates remain affordable to our community, 
the Council attempts to keep rate increases in line with 
inflation (Consumer Price Index (CPI)), which ensures 
price increases reflect inflationary movements. 

Income from Council Dues fluctuates depending on 
residents’ demand for goods, which Council has no 
control over. Council have held Dues charges at 1991 
levels to allow greater certainty for our residents.

The cost of compliance
Many regulations are considered either costly or of 
minimal benefit and relevance to the Chatham Islands. 
Unless exempted, Council is still expected to comply 
with these requirements.

The Chatham Islands Council Act 1995 provides for 
some reporting exemptions between the Chatham 
Islands Council and other mainland New Zealand 
councils. Currently, there is no systematic regulatory 
impact assessment to check the implications and 
relevance of New Zealand legislation and regulations 
for Island circumstances. 

An example relates to the Chatham Islands Resource 
Management Document. The previous fully operational 
document was signed in 2004. Whilst we now have a 
revised document that is partially operational, the full 
version has not been approved due to service levels 
not being agreed with the Minister of Conservation. 
The impasse is the National Policy Statement for 
Fresh Water Management and National Coastal 
Policy needing to be of a similar level to mainland 
New Zealand. Council considers this level of testing 
would have no benefit to the Islands, and the costs of 
compliance would be significant. 

Council needs to implement creative solutions, 
to balance compliance costs with level of service 
benefits to the Islands. This includes partnering with 
landowners to improve pest management, through our 
gorse contestable fund. Since 2012, Council has offered 
an annual $30,000 contestable fund that landowners 
can apply for, in the form of gorse-killing chemical. The 
fund has meant that small to moderate infestations of 
gorse can be eradicated, limiting further spread and 
therefore benefiting the whole Island.

Council is working with Government agencies to 
highlight the financial burden of meeting legislative 
compliance obligations, with a view to obtaining an 
exception or obtaining additional funding to assist 
Council to become compliant.
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Our major projects
Based on community consultation, we have clear 
priorities covering our major project development over 
the next three financial years following the 2019 election. 

Subject to funding availability, these projects will 
allow our infrastructure to be more resilient. Our 
work plan focuses on maintaining reliable, economic 
and safe infrastructure that address our identified 
infrastructural challenges:

• ageing infrastructure

• supply of suitable pavement and other locally 
sourced materials (e.g. drainage, pipe bedding  
and backfill, landfill cover)

• maintaining existing levels of service (including 
road safety, water pressure, potable water quality, 
treated wastewater standards)

• predicted effects of climate change

• cost of freighting materials/plant

• relatively low levels of population growth and an 
ageing population

These are acknowledged concerns that Council has 
taken steps to address through its strategic planning 
and infrastructural development processes. Taking 
these factors into account, our key projects and 
estimated costs are as follows:

Transport – getting where you need to be
The NZ Transport Agency (NZTA) has committed to 
invest in maintaining, operating, and renewing our 
local roads. We are reliant on Central Government 
support to complete infrastructural development. 
The current level of subsidy is set at 88% of total 
roading expenditure with Council needing to fund the 
remaining difference through a combination of rates 
and redirected Crown appropriation.

Township water schemes – providing 
water for everyday and emergency needs 
Our township water scheme upgrades have been in 
response to community concerns and non-compliance 
with the New Zealand Drinking Water Standards. 
Recently, Waitangi water supply reservoirs have been 
drained to low levels due to leaks and excessive draw-
downs, which required conservation notices to be issued. 

Sustainable and reliable water sources for the 
townships of Kaingaroa, Owenga, Waitangi and Te One 
also remain at the forefront of Council’s key projects. 
To achieve our community outcomes, it is important 
that the community’s drinking water standards are 
met. For this reason, Council is driven to address 
issues that have a direct impact on the health and 
safety of the community. Council must also consider 
the potential changes that may be required to our 
water infrastructure in response to the Havelock North 
gastroenteritis outbreak of 2016. 

Major roading projects 2019/20 
(000)

2020/21
(000)

2021/22
(000)

Planning and contract 
management activity

103 79 73

Drainage, structural 
& environmental 
maintenance

1,324 1,365 1,407

Rehabilitation, 
metalling &  
resurfacing works

2,589 2,582 2,463

Total 4,015 4,026 3,943

Subsidy (NZTA) 3,534 3,543 3,470 

Reserve funded 481 483 473 
Major water projects 2019/20 

(000)
2020/21

(000)
2021/22
(000)

Water supply upgrade - 3,070 -

Critical repairs - 477 115

Total - 3,547 115

Debt funded - 3,547 115

Learnings from the Department of Internal Affairs’ 
review are likely to be applied nationwide, potentially 
resulting in new standards that would require further 
upgrades to water infrastructure on-Island. 

It has been assumed that adequate funding will be 
made available to the Council for these upgrades.  
If stricter drinking water standards are implemented, 
capital upgrades may not be viable. No upgrades have 
been allowed for the existing Waitangi water treatment 
plant on the basis that planned scheme upgrades 
proceed. Remedial works will be required at Waitangi  
if the planned scheme upgrade is deferred.

Upgrades to our water supply expected to be completed 
in the 2019/20 financial year have been deferred, due to 
lack of confirmed funding support. Central Government 
is currently considering increasing the level of financial 
support from the annual Crown contribution, which 
would enable Council to enter into debt to fund a capital 
investment programme. To date, the application for 
additional funding has been unsuccessful. 

Council is also working with other government agencies 
to provide a one-off grant to support the upgrade, given 
the assessment that urgent upgrades are required to our 
water infrastructure partially due to the deferment of our 
repairs and renewals programme, due to lack of funding.

Emergency Management Operations 
Centre – providing a cohesive response 
during emergency events
The Emergency Management Operations Centre 
project addresses the need for a unified Civil Defence 
Emergency Management complex that can respond 
to the needs of the community in the event of a crisis. 
With the challenges associated with isolation and 
remoteness it is necessary to establish a resourced 
facility that supports, enables and strengthens 
community resilience. 

A site for the centre has been purchased and was 
temporarily used as a project base during the Waitangi 
wharf development. Council expects the building to cost 
approximately $2 million, based on historic estimates. 

As noted previously in township water schemes, 
additional funding expected from the annual Crown 
contribution was unsuccessful and therefore, this project 
has been deferred until funding support is confirmed. 
For forecasting purposes, it is assumed the project will 
be completed in 2020/21, with the cost of development 
and build being funded from debt. Contributions in the 
form of rent are expected from our emergency response 
partners to cover a portion of the cost of development 
and ongoing maintenance expenses. 

 

Major Emergency 
Management projects

2019/20 
(000)

2020/21
(000)

2021/22
(000)

Operations Centre - 250 1,750

Total - 250 1,750

Debt funded - 250 1,750
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Our financial information
Our financial strategy is to provide affordable infrastructure and services to the Island, whilst operating within the 
funding constraints provided from Central Government funding and other expected income. We aim to manage our 
finances prudently and minimise our exposure to risk, this may result in infrastructural developments being delayed 
until funding is made available.

Our combined financial and infrastructure strategy is included in our 2018-28 Long-Term Plan, which includes 
our rating and debt limits which ensure our rates and debt movements do not place an undue hardship on our 
ratepayers. A comparison between the limits and expectation of our rate and debt amounts are set out as follows:

Minimise and smooth rates increases:
Our rate affordability limits: Our rates income equates to approximately 6% of Council’s total funding.  
The low level of rates funding is unusual for a council, which reflects our population being the lowest of any 
council in New Zealand. A movement in total rates receipts will only have a minimal impact on our total revenue. 
Noting this, it is also acknowledged that when Council Dues are included with our rates, Chatham Islanders pay 
significantly more in comparison to mainland rural councils. To limit the financial burden on our ratepayers,  
Council aims for total rates revenue to not exceed 7% of total revenue.

Our rates increase limits: Given our ratepayer base, it is impossible for Council to operate in a self-sufficient 
manner. We therefore rely on assistance from Central Government. It is considered that an increase in rates above 
inflation, (defined as the Consumer Price Index (CPI)) would place an unreasonable burden on Chatham Islands 
ratepayers, and therefore rates increases are limited to the rate of inflation. 

Our debt limits: We consider borrowing should ensure intergenerational equity and smooth funding demands; 
we will enter into new borrowing arrangements, if external funding assistance with repaying borrowings can be 
obtained. We expect to borrow to fund upgrades to our township water supplies and design and build of our 
Emergency Management Operations Centre. Our limits are that our interest expense must not exceed 20% of  
the cost of borrowing against total revenue and that total debt must not exceed twice our total revenue figure. 

Total rates income compared with total income

510
2017/18

Total rates income % Rates total income Rates limit

2018/19 2019/20 2020/21 2021/22 2022/23
0.0%

520 1.0%

530 2.0%

540 3.0%

550 4.0%

560 5.0%

570 6.0%

580 7.0%

590 8.0%

Total rates increases compared with limits (inflation)

Borrowing costs compared with limits

2017/18

% Rates annual increases Consumers Price Index

2018/19 2019/20 2020/21 2021/22 2022/23
0.0%

1.0%

1.2%

1.4%

1.6%

1.8%
2.0%

2017/18

Interest expense / Operating revenue Interest expense unit

2018/19 2019/20 2020/21 2021/22 2022/23
0%

10%

20%
30%
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Our return on investment targets: We endeavour 
to ensure the continuance of a banking facility on 
the Chatham Islands. Consequently, our primary 
investment strategy is to invest any available funds 
with ANZ Bank, the only registered banking facility 
on the Islands. An effect of this investment strategy 
is that the Council may forgo a lower interest 
rate available with other banks to support the 
continuation of banking facilities on the Islands. 

Council is reliant on external funding to meet 
operating and capital requirements. This reliance, 
coupled with the asset upgrade programme, means 
that for the foreseeable future, we are likely to 
remain in debt and are unlikely to hold any long-
term cash or other investments.

Council’s objectives in holding and managing 
financial investments include:

• Providing certainty in relation to interest costs, 
and avoiding large adverse impacts on annual 
rates arising from interest rate rises

• Managing investments to take advantage of 
ANZ’s on-Island banking facilities.

We have complied with our investment and liability 
management policies during 2018/19.

Estimate
2017/18
$000

Long-Term 
Plan

2018/19
$000

Annual 
Plan

2019/20
$000

Long-Term 
Plan

2020/21
$000

Long-Term 
Plan

2021/22
$000

Long-Term 
Plan

2022/23
$000

Source of operating funding
General rates, uniform annual charge, rates penalties  320  292  305  301  307  312 
Targeted rates  183  256  261  264  268  274 
Subsidies and grants for operating purposes  4,827  4,506  4,556  5,773  5,787  5,927 
Fees and charges  68  -  90  -  -  - 

Local Authorities fuel tax, fines, infringement fees, 
and other receipts

 663  514  394  528  533  544 

Total operating funding  6,062  5,568 5,606  6,866  6,895  7,057 
Applications of operating funding
Payments to staff and suppliers  4,334  5,515  4,629  6,125  6,204  6,466 
Financial costs  6  19  19  180  187  171 
Other operating funding applications  1,261  -  998  -  -  - 
Total application of operating funding  5,602  5,534  5,646  6,305  6,391  6,637 
Surplus (deficit) of operating funding 460 34 (40) 560 504 420
Source of capital funding
Subsidies and grants for capital expenditure  1,965  3,415  3,403  4,115  2,463  2,322 
Increase (decrease) in debt  (60)  138  138  565  (352)  (431)
Total source of capital funding  1,905  3,553  3,541  4,680  2,111  1,891 
Application of capital funding
Capital expenditure
-- to improve the level of service  -  1,997  -  2,619  403  231 
-- to replace existing assets  2,536  2,409  3,970  2,645  2,175  2,127 
Increase (decrease) in reserves  (171)  (818)  (469)  (24)  37  (47)
Total applications of capital funding  2,365  3,588  3,501  5,240  2,615  2,311 
Surplus (deficit) of capital funding  (460)  (34)  40  (560)  (504)  (420)
Funding balance  -  -  -  -  -  - 

Prospective Council Funding Impact Statement:
The purpose of Funding Impact Statements is to assist readers to understand how we are cash funded and how 
those funds are expected to be utilised. The Funding Impact Statement information is consistent with the forecast 
financial statements, except transactions with no funding impact, such as depreciation, which have been removed. 

The 2018/19 figures reflect the unaudited actual result for the period; results may vary as a result of the audit process. Long-Term Plan 
figures are an estimate of the value of future transactions using judgements, estimates and assumptions. Actual results are likely to differ 
from these disclosed estimates and these variations may be material.

Prospective Statement of Financial Position:
The Statement of Financial Position shows the value of assets owned by Council. Council’s main asset is its property, 
plant and equipment, for example, roads, water and sewerage infrastructure.

The 2018/19 figures reflect the unaudited actual result for the period; results may vary as a result of the audit process. Long-Term Plan 
figures are an estimate of the value of future transactions using judgements, estimates and assumptions. Actual results are likely to differ 
from these disclosed estimates and these variations may be material.

Estimate
2017/18
$000

Long-Term 
Plan

2018/19
$000

Annual 
Plan

2019/20
$000

Long-Term 
Plan

2020/21
$000

Long-Term 
Plan

2021/22
$000

Long-Term 
Plan

2022/23
$000

Current assets  1,736  925  549  1,100  938  939 
Non-current assets  84,281  64,128  84,184  71,266  71,482  76,302 
Total assets  86,017  65,052  84,733  72,365  72,420  77,241 
Total current liabilities  2,535  1,562  2,172  2,082  1,843  1,842 
Total non-current liabilities  217  444  63  4,000  3,667  3,274 
Total liabilities  2,752  2,007  2,235  6,082  5,510  5,116 
Net assets  83,265  63,046  82,498  66,283  66,910  72,125 
Total public equity  83,265  63,046  82,498  66,283  66,910  72,125 



10

Elections 2019
Do you want to make a difference to the Chatham Islands? Local elections are happening soon 
and becoming a Chatham Islands Councillor is a great way to help shape our Islands’ future.

Our focus for the next three years is on continuing to develop our infrastructure and resilience. To achieve this, we 
have programmes planned for roading, township water schemes and development of an Emergency Management 
Operations Centre; all vital areas for quality of life. Our website, www.cic.govt.nz provides further information on 
our planned activities. 

The chance to stand and influence the policies of our Council only comes around every three years.  
If you think you have got what it takes to make a difference, you should think about standing in this election.

If you are interested in standing as a candidate in this year’s election, information booklets and nomination  
forms are available on our website at www.cic.govt.nz/your-council/elections-2019 or you can pick up these 
documents from our office.  

Key dates for the 2019 local body elections are:

KEY DATES WHAT’S HAPPENING

FROM 17 JULY Elections will be advertised and nominations called

19 JULY Nominations open

6 AUGUST Candidate information evening

16 AUGUST Nominations close at midday  

20 SEPTEMBER Voter packs mailed to electors. Voting opens 

12 OCTOBER Voting closes at midday

17 OCTOBER Official results released

FROM 17 OCTOBER Official results advertised 

E1
9/

75
36

R19/2


