Office of Hon Gerry Brownlee

MP for llam
Leader of the House Minister for Canterbury Earthquake Recovery
Minister of Transport Minister Responsible for the Earthquake Commission

£0 SEP w2

Alex Harris
fyi-request-467-4ed6b7cc@requests.fyi.org.nz

Ref: OIA 12/119

Dear Mr Harris

Thank you for your Official Information Act 1982 request, which was received on 1
August 2012. You requested the following:

“All advice the Minister has received on the potential sale of
Christchurch City Council assets to help pay for the rebuild of
Christchurch.”

Information being released
Please find enclosed the following documents:

Item | Date Document Description

1. | 4 April 2011 Treasury Report: Pre-Earthquake Canterbury Local Government
Financial Positions

2. | 17 November 2011 | Treasury Report: Cost sharing discussions with the Christchurch City
Council

| have decided to release the relevant parts of the documents listed above, subject to
information being withheld under one or more of the following sections of the Official
Information Act, as applicable:

e section 9(2)(a) — to protect the privacy of natural persons, including deceased
people

e section 9(2)(f)(v) — to maintain the current constitutional conventions
protecting the confidentiality of advice tendered by Ministers and officials

e section 9(2)(g)(i) — to maintain the effective conduct of public affairs through
the free and frank expressions of opinion

¢ section 9(2)(j) — to enable the Crown to negotiate without prejudice or
disadvantage.

Private Bag 18041, Parliament Buildings, Wellington 6160, New Zealand. Telephone 64 4 817 6802 Facsimile 64 4 817 6502



Information to be withheld

There is one additional document covered by your request that | have decided to
withhold in full under one or more of the following sections of the Official information
Act, as applicable:

o section 9(2)(f{(iv) — to maintain the current constitutional conventions
protecting the confidentiality of advice tendered by Ministers and officials

» section 9(2)(g)(i) — to maintain the effective conduct of public affairs through
the free and frank expressions of opinion

» section 9(2)(j) — enable a Minister of the Crown or any department or
organisation holding the information to carry on, without prejudice or
disadvantage, negotiations (including commercial and industrial negotiations).

In making my decision, | have considered the public interest considerations in
section 9(1) of the Official Information Act.

You have the right to ask the Ombudsman to investigate and review my decision
under section 28(3) of the Official Information Act.

sincerely

ok/\,ﬂﬂ

."Hon Gerry Brownlee
Minister for Canterbury Earthquake Recovery
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Treasury Report: Pre-Earthquke-Canterbury Local Government Financial
' Positions (¢5)

[Date: |4 April 2011 — | Report No: T2011/690
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Minister of Finance Note th‘;&fﬁnla of this report None
{Hon Blll English) @

Minister for Canterbury Earthquake |Note thé cofmants of this report None
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4 April 2011 [ CM-1-3-15-2

Treasury Report: Pre-Earthquake Cdmetbury Local Government
Financial Positions £
1. This report provides a high level summary ofj_ﬁi';%ancial position of the Christchurch

City Council (CCC), the Selwyn District Cou l C), and the Waimakarir District
Council (WDC) based on information prepared é each counclil prior to the two

Canterbury sarthquakes.

2.  Although this information has its limitations ¢ Sfithe earthquakes in Canterbury, it
provides insight into the financial strength of gachlcouncil and the constraints that each

one is likely to be facing. A more accurate vj he financial outlook of each counci
will be available once the counclls complet & essment of: .

e the timeframe and extent to which theif rafing bases will be restored;

J a revaluation of assets on their balan ts; and
. the capital requirements to restore ke iructure and other assels,

3. Leading up to the earthquakes, the counclls been In a reasonable financial
position. Although financial leverage has in d in recent years, debt levels are
relatively low, equating to less than 6% of dssgfs [(based on book value). The gearing
across council controlled organisations (C s also been low. The aggregate
value of the Councils’ assets was approxi 9 billion (book value), 80% of which
was owned by the CCC. Over the past four there has been a trend of
deteriorating liquidity across the councils, y reductions In cash holdings, which

is likely to have placed constraints on each@il's short term financial flexibility.

4. Following the earthquakes, there are somﬁncertainties regarding the financial
responsiveness of CCC because of the size-gndstructure of its balance sheet.

Notwithstanding the limitations of the data report, the CCC's financial forecasts
are therefore likely 1o change considerabl se of factors including:
. reduced rates and other revenue wh restrict debt serviceabllity;

. devalued assets which may reduce Wpacﬁy; and
) potential credit rating adjustments w@ay increase the cost of debt'.

Wilhheld under $9{2){f{v) end s9(2)()

me, process and possibly palatability
o)) and s9(2}) T -

6.  Each of the above optlons has a different

! CCC Is currenlly on a negallve credlt cullook by Standard & Poors.

T2011/690 : Pre-Earhquake.Canlerbury Local Govemmenl Financlal Positions - Pege 2
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Recommended Action

We recommend that you note this repo&.\r

oo

Andrew Blazey
Manager, Sector Monitoring
for Secretary to the Treasury

Hon Bill English
Minister of Finance

INEORMATION AGT 198

Hon Gerry Brownlee
Minlster for Canierbury Earthquake Recoyery

ZLERSED UNDER THE OFFICIA
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Christchurch City Courigi (CCC)

==

earthquake and thersfore be reliant on short term credit facili
¢ Large balance sheet and litlle debt - A large asset bas

borrowing capacity.
Wthhsi’d under s9(2)qy

=
==

Note: Anelysls Is based on pre earthquake financial reports.

=2

* Limited short term financlal capacity - CCC is likely to be%ined Inits initial financlal capacity to respond to the

ordinarily support additional deht. CGC needs to
model how quickly and to what level it expecls revenue to stabffis §, and to revalus lis assets In order to understand its

Liquidity and cash positions constrain reg

;@e capabllity
=

CCC is likely to face consiraints in its short term
ability to fund a response to the earthquakes. Pre
earthquake forecasts by CCC show a weakening
cash position.

Over the last four years the CCC has experienced a
substantial downward trend in short term liquidity

(Quick Ralic), which has been driven from fewer-

liquid current assets and an increass in short tefm
borrowing.

Based on forecasts in June 2010, non-rating revenue
was forecast to decline. Although the fall in raling
revenue resulting from the earlhquake is not
quantified, when added to existing declines in the
revenue base, it is likely to exacerbate the prassure
on CCC's shorl term financial position.

,::] Weakening underlylng cash position
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B s Ca5h 2nd equivalents o —smaQuick Ratlo

Sizable assets and low debt place CCC in'?a?snund balance sheet position

Gearingls Increasing, but conservative

CCC has a large balance sheet (over $6.9 billion),

although revaluations will be necessary post the |

earthquakes given the quake damage.

Few assets appear convertlble to cagh in the short
term, exciuding approx $30 million in slocks, bonds
and deposits.

. Recently CCC increased its debt levels, however,

relalive to its asset base; gearing is low (4.2%) and
interest tosts are only a small percentage of CCC’s
revenue.

Credit rating is unchanged (AA+), but on a negalive
outlook.

Considerations

Financial modelling by GCC is likely to reveal how
quickly revenue will stabllise. That modelling will
Inform the extent to which CCC can fund
Infrastructure projects.
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Christchurch City Councll " (co)
Selected Financlal Information (3 million} @ 2007 2008 2009 2010 *F2011
Liquidity g
Current Assets . H 229.6 1753 197.8 245.5 158.1
Current Uabllitles E*._l 65.1 76.8 145.4 136.9 202.1

Irventory 13 13 14 15 14

(c>)
Quick Ratlo ]ﬁ .50 2.26 135 1.78 0.77
=

Cash and equivalents :7 z_{ 49.1 55.4 B4.4 80.9 57.5
(=)
Long term positlon \—/._l
Othar financlal essets [L—— 1563 737 ar2 116.9 59.8
Total non-current assets r—’l—;:'n/r] 5,440.6 6377.4 6,650.4 7,068.1 7,256.7
Borrowings = 852 1178, 1423 262.1 2728
Total nom-current llabilltics E_.’_]J 1148 1466 163.8 310.0 310.4
Total Liabllitles (o= 1799 2234 329.3 446.9 5125
Net Assets T\5/A%023 5,329.3 5,518.9 6,867.7 6,902.2
: mlal
Gearing ratio " e |
Debt é__, 87.7 119.9 209.0 307.4 3939
Total Equity — 15,4503 6329.2 £,518,9 © 5,267.7 6,502.2
Gearing i 157% 1.86% 3.11% 4,28% 5.40%
I
FInanca costs = ﬁ 6.4 6.0 110 173 210
Interest as a Percentage of Revenue (6,“9 1.64% 1.42% . 2.33% 3.00% 4,21%
¥ S
=
Revenua
Rates Revenue i i 204.6 2234 243.7 574 269.3
Operating and other Revenue ﬁ 182.6 1804 1994 278.4 228,7
Total Income S~——" 3885 418.2 469.7 559.9 498.1
1 Eamnings }[:_I-L”—;J:}_]
EBFTDA {excluding "vested assets™) ,_'J 1117 124.6 152.9 235.7 154.9
. pg—"
Ongolng cash m
Net ehange In cash and cash equivalents }_T_‘ﬁ 3,2 6.3 289 3.5 0.0
Cash Year End 1;:"_:\.1 491 554 B4 80.9 575
==
Reserves :;*4
Reserves — 38174 45622 4,652.5 4,905.9 4,952.9
Capltal reservas L——" 1,7339 1,733.9 1,733.9 1,733.9 1,7339
feserve funds (a 239.9 186.1 1476 189.4 1477
Source: Christchurch City Council Annual and Budget
* Forecast prepared by the Council prior to@ hquakes
=T
[WL]
=
[
' s



RELEASED UNDER THE OFFIGIAL INFORMATION AGT 1962

{Not relevant to request]



RELEASED UNDBIER THE OFFICLAL INFORMATION ACT 9962 .

[N&t refavarit o regjiial] ™






IN-CONFIDENCE

- ——
Al |
- H

K’I’;‘ﬂ

&5 .

At

‘Hon' Bjif ::ﬂgj;,sb?
| @%@ZGWAL
.G
Treasury Réport: Cost shari

THE TES'IJRY

Khiphulalin Kanpapn Rawan

|
qg?iscussions wlth the Christchurch, Clty

Council
l L_"_-) “

[ Date: [17 November2o11_, |RepostNo: | Twotfizies ]
Actfon Sougtit @

. ;' Action 8aught Deadline
IMAiseg e
Ll
LS P

e ol elngiwitti-;
¥ -Mrnisle!"%;';'n%hnlerbufy '

Eirthquakeﬂecoverx s

Minlster for Canterbury 4 End of November

Earlhquake Recovery
(Hon Glerry Brownlee). Foliowing meeting with the -
B Ministér of Finance

Analyst, Earthqug
Co-ordinaqun"rqg@
=
Manager, Earlh
Co-ordination T

~ Posltfon 1st Contact

Tom Hali

Minlster of Flnance’s Office Acti _,ons{xf requlred)

rmn

_Arfange a meeling'bstwaen Ihe Minlstér of dndthe Mrnlstér for Canterbury Edrthiquake Recovery to°

Enclosure:

-discuss, 5
Weed 4 EJJ( Wt A B '/

—

Treasury:2149519v3

s

1% DEC 2014
NFIDENCE



17 November 2011

Treasury Report:

Cost sharlng dis

TY-2-1-8

ns with the Christchurch

Clty Council

T201172423 : Cast-Sharing belween the Gimwn and the Chrlslchirgh Gity Council
IN-GONFIDENGE

Page 2




