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Q: What is the purpose of the proposed regulations?

A: The regulations will contain a set of benchmarks to measure the financial prudence of a local authority’s plans and performance.  The regulations will encourage better local authority financial governance and management.  They will foster a culture of continuous improvement across the local government sector and showcase best practice and excellence in local authority financial management.

Conversely, they will also assist the Minister of Local Government to determine whether, in the case of any particular local authority, financial management problems are such that the Minister should initiate any of the assistance and intervention options in the Local Government Act 2002.

Q: When will the proposed regulations take effect?

A: Local authorities will make their first disclosure under the regulations in their annual reports for the 2013/14 financial year.  These reports must be adopted by 31 October 2014 and published by the end of November 2014.  The information published in these reports will look backwards and report the local authority’s performance against the benchmarks for the previous four years.  In some cases a full four years data will not be available.

Local authority long-term plans for the 2015-25 period will include each local authority’s forecast performance against the benchmarks for those 10 years.  This will be the first forward-looking data published.  These plans must be adopted by 30 June 2015 and published shortly thereafter.

Q: Will the benchmark information be audited?

A: The Auditor-General is required to report on the completeness and accuracy of each local authority’s benchmarking disclosures in its long-term plan and annual report.  Local authority annual plans are not audited.

The Auditor-General’s report does not comment specifically on the financial prudence of the local authority’s management of its affairs. The purpose of the report is to confirm that the information provided by the council to ratepayers is suitable for ratepayers to assess the council’s actual or planned performance.

Q: Will the Government intervene if a local authority does not meet the benchmarks?

A: Failure to comply with the benchmarks does not automatically mean that a local authority is managing imprudently.  No set of benchmarks could be used to make such a judgement. Therefore the Government will not automatically intervene if a council does not meet benchmarks.

If a local authority does not meet the benchmarks, especially if that failure is a consistent failure, then the Department of Internal Affairs would look more closely at the circumstances applying to the local authority concerned. Ultimately, the Local Government Act 2002 provides that the Minister of Local Government may not intervene in the affairs of an individual council unless there is “a significant problem” in the management of that council. 
A significant problem is one which will have actual or probable adverse consequences for residents and ratepayers of the local authority.  Therefore, to intervene, the Minister would need to be satisfied that the non-compliance with the benchmarks did show that a significant problem existed.

Q: Why is the Auckland Council treated differently from other local authorities?

A: The Auckland Council is structured in a different way from other local authorities.  Many services other councils deliver directly are delivered on behalf of the Auckland Council by council-controlled organisations.  These include, for example, water services delivered by Watercare Ltd and roads delivered by Auckland Transport.

Because of this different structure the only sensible way to measure the performance of Auckland Council against the benchmarks is to apply them to the Auckland Council group. That is the Council including all its subsidiary companies and entities.

While other local authorities do have subsidiaries, they are not typically used for the delivery of core local authority services.  For those councils it makes more sense to apply the benchmarks to the financial results of the council only, excluding the performance of council subsidiaries.


