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Purpose 

The Council is responsible for: 

1. Providing leadership to, and advocacy on behalf of, the people of Hamilton. 

2. Ensuring that all functions and powers required of a local authority under legislation, and all decisions 

required by legislation to be made by local authority resolution, are carried out effectively and 

efficiently, either by the Council or through delegation. 

 

Terms of Reference 

1. To exercise those powers and responsibilities which cannot legally be delegated by Council: 

a) The power to make a rate. 

b) The power to make a bylaw. 

c) The power to borrow money, or purchase or dispose of assets, other than in accordance with the 

Long Term Plan. 

d) The power to adopt a Long Term Plan or Annual Plan, or Annual Report. 

e) The power to appoint a Chief Executive. 

f) The power to adopt policies required to be adopted and consulted on under the Local Government 

Act 2002 in association with the Long Term Plan, or developed for the purpose of the Council’s 

governance statement, including the 30-Year Infrastructure Strategy. 

g) The power to adopt a remuneration and employment policy. 

h) The power to approve or change the District Plan, or any part of that Plan, in accordance with the 

Resource Management Act 1991. 

i) The power to approve or amend the Council’s Standing Orders. 

j) The power to approve or amend the Code of Conduct for Elected Members. 

k) The power to appoint and discharge members of committees. 

l) The power to establish a joint committee with another local authority or other public body.  

m) The power to make the final decision on a recommendation from the Parliamentary Ombudsman, 

where it is proposed that Council not accept the recommendation.  

n) The power to amend or replace the delegations in Council’s Delegations to Positions Policy. 

 

2. To exercise the following powers and responsibilities of Council, which the Council chooses to retain: 

a) Resolutions required to be made by a local authority under the Local Electoral Act 2001, including 

the appointment of an electoral officer and reviewing representation arrangements. 

b) Approval of any changes to Council’s vision, and oversight of that vision by providing direction on 

strategic priorities and receiving regular reports on its overall achievement. 

c) Approval of any changes to city boundaries under the Resource Management Act. 

d) Adoption of governance level strategies, plans and policies which advance Council’s vision and 

strategic goals. 
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e) Approval of the Triennial Agreement. 

f) Approval of the local governance statement required under the Local Government Act 2002. 

g) Approval of a proposal to the Remuneration Authority for the remuneration of Elected Members. 

h) Approval of any changes to the nature and delegations of the Committees. 

i) Approval of all Council and Committee taskforces and their terms of reference. 

 

Oversight of Policies: 

• Corporate Hospitality and Entertainment Policy 

• Delegations to Positions Policy 

• Elected Members Support Policy 

• Significance and Engagement Policy 
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1 Apologies  
   

2 Confirmation of Agenda 
The Council to confirm the agenda. 
 

3 Declaration of Interest 
Members are reminded of the need to be vigilant to stand aside from decision making when a 
conflict arises between their role as an elected representative and any private or other external 
interest they might have.  

 

4 Public Forum 
As per Hamilton City Council’s Standing Orders, a period of up to 30 minutes has been set aside for 
a public forum.  Each speaker during the public forum section of this meeting may speak for three 
minutes or longer at the discretion of the Mayor. 
 
Please note that the public forum is to be confined to those items falling within the terms of the 
reference of this meeting. 
 
Speakers will be put on a Public Forum speaking list on a first come first served basis in the Council 
Chamber prior to the start of the Meeting.  A member of the Governance Team will be available to 
co-ordinate this.  As many speakers as possible will be heard within the allocated time. 
 
If you have any questions regarding Public Forum please contact Governance by telephoning         
07 838 6439.  
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Committee: Council Date: 26 February 2019 

Author: Greg Carstens Authoriser: Jen Baird  

Position: Growth Funding & Analytics 

Unit Manager  
Position: General Manager City Growth  

Report Name: Development Contributions Policy Update 

 

Report Status Open  

Purpose  

1. To seek the Council’s approval for updates to the Development Contributions Policy and 
publicly consult on these updates. 

Staff Recommendation 

2. That the Council, for the purposes of preparing a proposed Development Contributions Policy 
2019/20 for public consultation in April 2019, approves: 

a) the Council’s integrated growth funding modelling environment be updated to reflect any 
changes to the Council’s 10-Year-Plan growth and capital programme;  

b) identified capital projects that contain a component of growth but are not included within 
the 2018/19 Schedule of Assets, to be reviewed for inclusion in the 2019/20 Schedule of 
Assets;  

c) amending the definition of ‘gross floor area’ as set out in attachment 1 of this report; and 

d) amending the ‘wet industries’ clause as set out in paragraph 35 of this report. 

Executive Summary 

3. The Council adopted the Development Contributions Policy 2018/19 on 28 June 2018 and it 
became operative on 1 July 2018. This report makes recommendations as part of Council’s 
practice of updating its Development Contributions Policy on an annual basis. 

4. Through this report Staff seek direction from the Council regarding potential updates to the 
Development Contribution Policy 2019/20, and make the following recommendations: 

• Recommendation a) is to update the Council’s integrated growth funding modelling 
environment to reflect any changes to the Council’s 10-Year-Plan growth and capital 
programme; 

• Recommendation b) is that selected 10-Year Plan projects that contain a component of 
growth but are not included within the 2018/19 Schedule of Assets be reviewed for 
inclusion in the 2019/20 Schedule of Assets. These projects will be assessed through 
Council’s capital cost allocation process to determine if they are candidates for inclusion 
and, if they are, to what extend they should be funded by growth. 
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• Recommendation c) is to make a minor amendment to the definition of ‘gross floor area’ 

• Recommendation d) is to make a minor amendment to clarify the ‘wet industries’ clause. 

5. Preliminary calculations in relation to Recommendation b) indicate increases in development 
contributions due to inclusion of the water treatment plant upgrade. This increase is likely to 
be approximately one thousand dollars to the citywide charge per household unit equivalent 
(HUE). The charge is potentially a further one to four thousand dollars per HUE for the other 
wastewater, transport and stormwater projects which are candidates for inclusion (depending 
on catchment). 

6. The proposed updates require a Council resolution and public consultation (separate to any 
requirement for consultation on the Council’s Annual Plan). 

7. Council has another option provided for in the Local Government Act (LGA) which is to simply 
increase its development contribution charges (on the capital component only) by the 
Producers Price Index Outputs for Construction (PPI) provided by Statistics New Zealand. 
Development contributions would increase by an estimated 1-2% under this option. Updating 
charges by PPI instead of updating the Schedule of Assets is not recommended in this report. 

Background 

8. The Council must plan for future demand for infrastructure that comes from growth and 
establish a capital expenditure programme that provides for this future demand. The Council 
must determine which of its available funding sources these activities are to be funded from, 
including development contributions. 

9. The Council planned for growth through the development of the 2018-28 10-Year Plan and the 
corresponding financial policies. 

10. At the 28 June 2018 meeting, the Council adopted the Development Contributions Policy 
2018/19, with an operative date of 1 July 2018. 

Discussion 

11. Staff now seek direction regarding potential updates to the Development Contribution Policy. 

12. Based on the desired direction of the Council, staff will bring to Council on 4 April 2019 an 
updated Development Contributions Policy to adopt for consultation. 

13. In respect of the CBD remission, the Council resolved in a meeting of 31 May 2018 to phase out 
the CBD remission, with a 66% automatic CBD remission to apply until 1 July 2019, 33% until 1 
July 2020, and no automatic remission from 1 July 2021.  

14. The Development Contributions Policy 2018/19 was based on the best information available 
when it was drafted. Staff recommend updating the policy to reflect another year’s worth of 
information. 

15. Recommendations  

16. Recommendation a):  Run the Council’s integrated growth funding modelling environment 
with updated data. 

17. The development contributions are set through the Council’s integrated growth funding 
modelling environment. Staff propose to update this with the latest data including: 

• last year’s actual capital expenditure replacing estimated capital expenditure; 

• updated estimates and timing of future capital expenditure; 

• a review of interest rates; 
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• historical revenue and HUEs; and 

• updating growth projections (within the model). 

18. Recommendation b):  Include selected growth projects into the Schedule of Assets.   

19. Staff have identified projects that contain a component of growth but are not included within 
the 2018/19 Schedule of Assets. 

20. These projects include: 

• erosion control 

• upgrades to the water treatment plant 

• transport projects such as safety upgrades, cycleways and bridge widening and 

• certain wastewater projects. 

21. All these projects, by varying degrees, were caused by growth and benefit the growth 
community. The funding needs of the Council must be met from those sources that the local 
authority determines to be appropriate. 

22. Aside from the water treatment plant upgrade, the projects referred to in the list above had 
elements still being finalised and were not able to be included in the 2018/19 Schedule of 
Assets for recovery through development contributions. As explained at a 14 February 2019 
Council briefing, the water treatment plant upgrade was an omission from the Schedule during 
the 10-Year Plan process last year. Given the Council’s Revenue and Financing Policy guiding 
principle ‘growth will pay for growth’, staff assessment is that, in particular, the water 
treatment plant upgrade should be included in the 2019/20 Schedule of Assets. 

23. The other projects listed above will be assessed through Council’s capital cost allocation 
process to determine if they are candidates for inclusion and, if they are, to what extend they 
should be funded by growth. 

24. Due to the scale of the capital expenditure recommended to be added to the Schedule of 
Assets and depending on the outcome of the cost allocation process, the quantum of 
development contributions may increase materially. 

25. Preliminary calculations in relation to Recommendation b) indicate increases in development 
contributions due to inclusion of the water treatment plant upgrade. This increase is likely to 
be approximately one thousand dollars to the citywide charge per household unit equivalent 
(HUE). The charge is potentially a further one to four thousand dollars per HUE for the other 
wastewater, transport and stormwater projects which are candidates for inclusion (depending 
on catchment). 

26. To include these projects, the Council’s integrated growth funding modelling environment 
must be run (Recommendation a). 

27. Recommendation c):  Minor clarification to ‘gross floor area’ definition. 

28. During the implementation of the Development Contributions Policy 2018/19, operations staff 
have identified an improvement to the definition of gross floor area (GFA). 

29. Currently the definition excludes “incidental or temporary loading and servicing areas and 
access thereto”. 

30. The definition was originally derived from the District Plan definition for GFA. While aligning 
definitions across the Council is generally good practice, this clause is rarely applied when 
assessing development contributions and is broadly only applicable to minor areas. 

31. Staff recommend the removal of this section of the definition to simplify the definition and 
avoid any misinterpretation of its meaning (see Attachment 1:  Gross Floor Area Definition). 
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32. Recommendation d):  Minor amendment to the ‘wet industries’ clause. 

33. The Development Contributions Policy 2018/19 contains clauses relating to wet industries 
(industrial developments that are assessed to or will utilise more than 15,000 litres of water 
per day). 

34. These clauses were first introduced into the Development Contributions Policy 2013/14 but 
were first used only recently. 

35. Staff recommend, based on recent experience assessing wet industries, to update Schedule 5, 
Note 2 in the Development Contributions Policy 2019/20 as follows;  

At the discretion of the Council, the charges for water and wastewater for wet industries may 
be assessed on a case by case basis in relation to the level of demand produced by the 
development and the cost of servicing it, and set by agreement with the developer in 
accordance with sections 200(2) 207(A-F) of the LGA. The factors used for calculating the 
charges for developments that do not fall into this category are averages that have been 
calculated by excluding usage by wet industries, but wet industry usage has been included in 
the overall demand growth projections. 

Alternative option 

36. Council has another option provided for in the Local Government Act (LGA) which is to simply 
increase its development contribution charges (on the capital component only) by the 
Producers Price Index Outputs for Construction (PPI) provided by Statistics New Zealand. 
Development contributions would increase by an estimated 1-2% under this option.  

37. If Council were to choose this option and declined to make the policy amendments in the staff 
recommendation, it would not be required to undertake public consultation. The Local 
Government Act 2002 S106(2B) provides territorial authorities the option of increasing 
development contributions by PPI “without consultation, formality, or a review of the 
Development Contributions Policy”. 

38. Development contributions may only be increased without consultation by multiplying the 
proportion of the total costs of capital expenditure not related to interest and other financing 
costs by PPI. 

39. Note that staff recommendation in this report and the PPI adjustment are mutually exclusive 
options. 

40. Updating charges by PPI instead of updating the Schedule of Assets is not recommended by 
staff. Recommendation a) is recommended over PPI as it keeps the Development 
Contributions Policy aligned with Council’s 10-Year-Plan growth and capital programme. 

Financial Considerations 

41. The updates proposed in this paper are not considered significant enough to require updates 
to development contributions revenue estimates.  

Legal and Policy Considerations 

42. Staff confirm that the recommendations in this report comply with the Council’s legal and 
policy requirements. 

43. Staff have taken verbal legal advice in respect of the recommended options in this report. 

Cultural Considerations 

44. The recommendations provided to Council are not known to impact the cultural interests of 
Hamilton’s people and communities specifically. 
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Risks 

45. If the Council does not approve Recommendations a) and b), the Development Contributions 
Policy will not be using the most up-to-date data and therefore the level of development 
contributions will not reflect the current growth environment.  

46. If the Council does not approve Recommendations c) and d) there is a risk that those policy 
provisions may be misinterpreted.  

Significance & Engagement Policy 
Significance 

47.
 
Given the statutory requirement to consult, staff have not considered the key considerations 
under the Significance and Engagement Policy to assess the significance of recommendation(s) 
in this report. 

Engagement 

48.
 
There is a statutory requirement to consult as per legislation outlined below. 

49. Section 201A (5) of the Local Government Act 2002 allows Council “make changes to the 
schedule required by subsection (1) at any time without consultation or further formality, but 
only if “… the change does not increase the total or overall development contribution that will 
be required”. 

50. If the staff recommendations are adopted, consultation is required. 

Attachments 

Attachment 1 - Gross Floor Area Definition - Proposed Amendment 
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Committee: Council Date: 26 February 2019 

Author: Greg Carstens Authoriser: Jen Baird  

Position: Growth Funding & Analytics 

Unit Manager  
Position: General Manager City Growth  

Report Name: Funding Growth Infrastructure Options Report 

 

Report Status Open  

Purpose  

1. To inform the Council on options for funding growth infrastructure, as requested by the 
Finance Committee on 4 December 2018. 

2. To inform the Council on the options available to them to ensure demand on public 
infrastructure arising from development is appropriately accounted for through Development 
Contribution revenue. 

3. To seek a Council resolution to adopt Option 1 for funding growth infrastructure as described 
in this report and agree a series of criteria to be considered when applying Option 1. 

Staff Recommendation 

4. That the Council resolves as follows: 

a) subject to the criteria set out in resolution b), to adopt Option 1 in this report as the 
preferred option for ensuring there is no future funding shortfall by electing to assess 
development contributions at lodgement of building consent or application for service 
connection, not on lodgement of subdivision consent; 

b) staff will have regard to the following non- exhaustive criteria consistent with Option 1 in 
this report and clause 10.4 of the 2018/19 Development Contributions Policy, in 
determining whether “good reason” exists to require development contributions on the 
granting of a building consent or a service connection, and without limiting the Council’s 
overall discretion: 

i. whether a growth cell or project becomes funded in a 10-Year Plan and is not 
reflected in a previous DC policy’s Schedule of Assets; 

ii. whether the benefits arising from Council-funded projects and accruing to the 
development are not adequately reflected in the assessed DC charge; 

iii. the nature and scale of the development; 

iv. the timing, staging and duration of the development project, including in relation to 
the timing of a policy change; 

v. whether a potential funding shortfall can be avoided by way of a preferred 
alternative funding mechanism; 
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vi. where the Council has made no direct and legally binding commitment with a 
developer to a particular milestone; 

vii. where there is uncertainty as to the timing or funding source for growth 
infrastructure; 

viii. fairness and equity as between developers, and as between developers and 
ratepayers. 

Executive Summary 

5. 10-Year Plan budgets were approved and confirmed by the Council on 31 May 2018 and 
adopted on 28 June 2018. Those budgets assumed development contributions (DC) revenue 
based on a certain number of developments being levied under the 2016/17 DC Policy and a 
certain number under the new 2018/19 DC Policy.  

6. On 4 December 2018, the Finance Committee directed staff to bring recommendations to 
Council to avoid or mitigate any potential funding shortfalls between the two policies to the 
Council on 21 February 2019 (subsequently moved to 26 February 2019). 

7. This report informs the Council on the three options investigated. The options, and the 
advantages/disadvantages and financial implications of each, are outlined in the table in the 
section below titled Detailed Options Analysis. 

8. A higher than expected number of resource consent applications were lodged with the Council 
in the period immediately prior to 28 June 2018, principally in the Peacocke and Rotokauri 
growth cell areas, but also across the city. This means more DCs than anticipated will be 
assessed under the 2016/17 DC Policy, which has lower charges generally than the 2018/19 DC 
Policy. 

9. Depending on whether the Council requires DCs on the granting of resource consents or on 
application for Code Compliance Certificate (CCC) or application for service connection, the 
total DCs a development pay may differ. Under certain circumstances choosing one instead of 
the other could lead to a potential under-recovery of anticipated future DC revenue.  

10. It’s important to note regarding the potential under-recovery of anticipated future DCs, that 
the lower level of recovery is a potential future state and would not materialise immediately, 
and in fact may be avoided. 

11. The 2018/19 DC Policy indicates in clause 10.4 that while it is still the Council’s preference to 
require DCs at the earliest available opportunity, where good reason exists, it reserves the 
right to require DCs at a later milestone, such as upon the granting of a building consent or 
service connection. 

12. Staff recommend Option 1 in the table below for any identified development, under which DCs 
would be required at lodgement of building consent or application for service connection – not 
on lodgement of subdivision consent as is the default approach. If all DCs can be collected at 
building consent or service connection, DCs would be paid at the rate of the 2018/19 DC Policy 
and any funding gap (in relation to the applicable development) would be avoided.  

Staff have considered the key considerations under the Significance and Engagement Policy and have 
assessed that the matter(s) in this report has/have a medium level of significance. 
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Background 

14. To meet projected growth demands, the city needs an extra 12,500 houses over the next 10 
years. The Council’s role is to provide new strategic infrastructure such as roads, pipes and 
parks to enable this. The 2018-28 10-Year Plan saw a substantial increase in investment across 
the city, including the development of the Peacocke growth cell. 

15. Typically, DC charges increase each time a reviewed or updated DC Policy is adopted, but only 
by a small or moderate amount, and the DC Model and its long funding horizon absorbs this 
effect without the need for intervention.  

16. Some developers lodged their consents immediately prior to 1 July 2018. If DCs are required at 
the time of lodgement of those consents, DCs would be calculated under the 2016/17 DC 
Policy as opposed to the 2018/19 DC Policy. The effect of this for the developer is to attract 
substantially lower DCs. For the Council, this means less DC revenue than anticipated to fund 
the growth-related capital expenditure budgeted in the 10-Year Plan. Unmitigated, this will 
have a significant impact on the Financial Strategy and delivery of growth infrastructure.  

17. As an example, in the Peacocke growth cell subdivision consents lodged in June 2018 
containing 906 residential lots. The majority of these comprise the 867 lot Amberfield 
subdivision lodged with the Council on 15 June 2018, immediately prior to the adoption of the 
new DC policy, which created a potential under-recovery of anticipated future DCs of an 
estimated $20M to $25M. 

18. The Council’s growth forecasts did not anticipate development in Peacocke Stage 2 until after 
the 2018/19 DC Policy came into effect on 1 July 2018; as such the 10-Year Plan budget was 
predicated on the basis that future development in that cell would pay the 2018/19 DC rates 
and not the 2016/17 DC rates.  

19. Average DCs in Peacocke in the 2016/17 DC Policy are $17K per lot compared to $45K in the 
2018/19 DC Policy.  

20. Other areas within the city were subject to a similar surge of applications for resource consents 
lodged prior to 28 June 2018. For example, Rotokauri was subject to applications totalling 
approximately 668 (471 advised) lots, made up of a number of separate subdivisions. Some of 
these applications have received indications from the Council that DCs will be levied on the 
granting of resource consent, while others have not. Staff are currently identifying where any 
commitments to require DCs on the granting of resource consent must be met, and where the 
Council can consider deferring until the granting of building consent or service connection. 

21. In Rotokauri there are options being considered as to the ultimate funding source for the 
$128M stormwater swale, which could take this asset off the Council’s balance sheet, 
introduce third party funding, and/or reduce the cost of the build. If the asset is not on the 
Council’s balance sheet DCs cannot be levied against it. The Council should retain all rights 
available to it while these circumstances play out. 

22. In addition to these growth cell areas, resource consent applications for approximately 400 lots 
across the balance of the City were received in the three months leading up to June 2018. 
Unlike development in the Peacockes and Rotokauri areas, these developments are in largely 
mature growth cells or the built-up city. 

23. Previous DC policies have indicated Council’s preference to levy DCs at the earliest 
opportunity, usually being on resource consent because this typically comes first in the 
development process.  
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24. On 4 December 2018, the Finance Committee directed staff to bring recommendations to 
mitigate any potential funding shortfall to the Council on 21 February 2019 (subsequently 
moved to 26 February 2019); resolution follows: 

That the Finance Committee: 
a) receives the report; 
b) requests staff to continue investigating options to mitigate the funding 

shortfall on growth infrastructure; and 
c) notes that staff will bring their recommendations to the Council meeting on 

21 February 2019 for consideration. 

Options 

25. Staff have identified three options for consideration. They are identified and analysed in the 
table below: 

Detailed Options Analysis 

 

Options Advantages Disadvantages Comments Financial 
Implications 

Option 1: Require DCs at building consent or service connection 

Which includes: Require DCs at Building Consent 

Description: Charge 
Development 
Contributions on building 
consent, and not 
resource consent.  
 
Collect DCs prior to 
release of Code 
Compliance Certificate 
(CCC) 

Is an established 
practice. 

Avoids a funding 
shortfall arising. 

Has low legal risk. 

Can be administered 
by the DC team 
without new funding. 

Public consultation is 
not required. 

Would improve 
builders cashflow. 

Financial risk is 
created as a key 
statutory trigger 
(224c) is 
bypassed.  

Leads to an 
expected 1-2 year 
delay in payment 
compared to 
resource consent 
requirement. 

This is the 
application of 
existing rights 
under the LGA 
S198 “Power to 
require 
development 
contributions”. 

Nil. 

There will be an 
average time delay 
for DCs of 1-2 
years. 

Or: Require DCs at service connection 

Description: Assess and 
charge Development 
Contributions at time of 
service connection and 
require payment before 
connection is granted. 

Does not limit the 
Council’s rights to require 
at building consent. 

Avoids a funding 
shortfall arising.  

Can be administered 
by the DC team 
without additional 
funding. 

No public 
consultation is 
required.  

Financial risk is 
created as a key 
statutory trigger 
(224c) is 
bypassed.  

Could potentially 
change developer 
behaviour, 
slowing down the 
delivery of 
housing.  

 

 

This is the 
application of 
existing rights 
under the LGA 
S198 “Power to 
require 
development 
contributions”. 

Minimal 

Timing of payment 
of DCs would likely 
be later when 
compared to 
collection at 
resource consent, 
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Option 2: Require DCs at resource consent and targeted rate the funding gap 

Description: Require DCs 
on resource consent, and 
targeted rate difference 
between the policies. 

E.G. between the 
2016/17 and 2018/19 DC 
policies. 

Incentivises developer 
to develop their land 
quickly to pass on the 
targeted rate burden.  

The Council will 
collect some money 
on 224 (c) under the 
DC policy applicable 
at the time of consent 
lodgement (earlier). 

Would require 
public 
consultation. 

Allows a funding 
shortfall to arise 
and then requires 
addressing. 

 

There are cost 
implications 
(estimated $80k) 
to establish this 
method as it 
requires a new 
rating tool to be 
established, as 
well as policy and 
administration 
support. 

Locks in the low 
2016/17 rate in 
perpetuity for the 
developer, 
potentially 
creating further 
funding gaps in 
the future. 

It is uncertain 
how the targeted 
rate will be priced 
into the market. 
This will likely not 
be in home-
buyers’ favour. 

Mortgage lenders 
and other 
professionals 
should help 
prospective 
home-owners 
factor this in. 

A future funding 
shortfall. 

Some DCs 
recovered. 

Recovery of 
funding shortfall 
from other sources 
including a 
Targeted Rate. 

Funding shortfall 
may accumulate 
when future DC 
Policies are 
adopted because 
low rates are 
locked in. 

Recovery of all of 
the funding gap 
may not be 
possible due to 
constraints in the 
Rating Act. 

Option 3: Charge at resource consent and rates fund the funding gap 

Description: Charge at 
resource consent and 
general rates pay for the 
funding gap 

Easy to execute and 
no development of 
new funding 
mechanisms are 
required.  

This will mean 
that the funding 
shortfall is not 
being funded by 
growth, 
contradicting the 
Council’s principle 
of Growth Pays 
for Growth.  

This is the status 
quo position if no 
other option is 
progressed i.e. if 
no other action is 
taken general 
rates will end up 
funding the 
shortfall 

A future funding 
shortfall. 

Some DCs 
recovered. 

General rates fund 
the gap. 

Discussion 

26. Option 1 (Staff recommendation). This option sees the Council exercising its discretion to 
require DCs at a later milestone than the granting of resource consent. This discretion arises 
from s198 of the Local Government Act 2002 (LGA) which provides;  

198 Power to require contributions for developments 
(1) A territorial authority may require a development contribution to be made to the territorial 
authority when— 

(a) a resource consent is granted under the Resource Management Act 1991 for a 
development within its district; 
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(b) a building consent is granted under the Building Act 2004 for building work situated in its 
district (whether by the territorial authority or a building consent authority); 

(c) an authorisation for a service connection is granted. 

27. Usually, the Council levies at the earliest opportunity, which is mostly on resource consent, 
because this typically comes first in the development process. Previous DC policies have 
indicated this is the Council’s preference, while also making provision for the Council to require 
DCs at a later stage. 

28. The 2018/19 DC Policy indicates that while it is still the Council’s preference to require DCs at 
the earliest available opportunity, where good reason exists, it reserves the right to require 
DCs at a later milestone, such as upon the granting of a building consent or application for 
service connection. The relevant clauses in the 2018/19 DC Policy are as follows: 

10.4 Council, at its sole discretion, will determine at which of the milestones set out in clauses 10.2 
and 10.3 it will require development contributions. Unless in Council’s view there is good reason, 
Council will require a development contribution to be paid at the earliest milestone.  

10.5 If Council elects to not require a development contribution at the earliest of the milestones 
set out in clauses 10.2 and 10.3, it reserves the right to require a development contribution at any 
subsequent milestone, regardless of whether the assessed development contribution charge at 
that subsequent milestone is higher or lower.  

29. In some circumstances the requirement for a DC to be paid on the granting of a resource 
consent may give rise to a future funding shortfall, whereas if deferred to the granting of a 
building consent or service connection, the shortfall is avoided. In accordance with clause 10.4, 
the ability to avoid a future funding shortfall is a good reason to defer requiring the DC until 
the granting of building consent or service connection. 

30. This deferral under clause 10.4 of the 2018/19 DC Policy is reflected in Option 1. This is the 
recommended option. 

31. Option 2 retains the status quo preference for requiring DCs on the granting of resource 
consent, which will give rise to a future funding shortfall. Council can then fund that shortfall 
through the levying of a targeted rate against households within the development. This is not 
recommended because it will require a new rating tool to be developed and consulted on and 
will be less straightforward to administer than Option 1. 

32. Option 3 is the status quo preference for requiring DCs on the granting of resource consent, 
which will give rise to a future funding shortfall, an has the general ratepayer bearing the 
burden of that shortfall. This is not recommended as it is inconsistent with the principle that 
“growth should pay for growth” and places an unfair burden on the ordinary ratepayer.  

33. At a high level, it is believed that regardless of the option preferred by the Council, the DC 
liability will be shared between the building company, the land developer, and end purchaser, 
but with the end purchaser probably taking the greatest share. Factors influencing this share 
include: 

• relative leverage in negotiations, 

• knowledge of the liability,  

• the extent to which the future liability can be passed on or back, and 

• the timing of transactions in the development cycle.  

34. Staff recommend Option 1 and seek a Council resolution in relation to criteria that should be 
given regard to in exercising discretion as to whether DCs are required at a milestone later 
than the granting of resource consent. This should be anchored by clause 10.4 of the 2018/19 
DC Policy which states that unless there is “good reason”, the Council will require DCs at the 
earliest milestone. What constitutes a “good reason” is not defined in the policy.  
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35. Staff consider the following non-exhaustive list of criteria as being ‘good reasons’: 

(i) Whether a growth cell or project becomes funded in a 10-Year Plan and is not 
reflected in a previous DC policy’s schedule of assets; 

(ii) Whether the benefits arising from Council-funded projects and accruing to the 
development are not adequately reflected in the assessed DC charge; 

(iii) The nature and scale of the development; 

(iv) The timing, staging and duration of the development project, including in relation to 
the timing of a policy change; 

(v) Whether a potential funding shortfall can be avoided by way of a preferred 
alternative funding mechanism; 

(vi) Where the Council has made no direct and legally binding commitment with a 
developer to a particular milestone; 

(vii) Where there is uncertainty as to the timing or funding source for growth 
infrastructure 

(viii) Fairness and equity as between developers, and as between developers and 
ratepayers. 

Financial Considerations 

36. Financial implications are outlined under in the Detailed Options Analysis table above. 

Legal and Policy Considerations 

37. Staff confirm that all options comply with the Council’s legal and policy requirements under 
the Local Government Act 2002 and Local Government (Rating) Act 2002. 

Cultural Considerations 

38. The recommendations provided to the Council are not considered to specifically impact the 
cultural interests of Hamilton’s people and communities. 

Risks 

39. Risks under each option are outlined under the disadvantages section in the Detailed Options 
Analysis table above. 

40. A challenge by individual developers may assert that the Council’s use of Option 1 is 
inconsistent from development to development. This could give rise to judicial review or an 
objection to DC charges. This risk will be managed through a transparent assessment of the 
development against the decision-making criteria set out in resolution b).  

Significance & Engagement Policy 

41.  Staff have considered the key considerations under the Significance and Engagement Policy 
and have assessed that the matter(s) in this report has/have a medium level of significance. 

Engagement 

42. Community views and preferences are already known to the Council through ongoing 
communication with developers throughout the development process and through the 
consultation on the 2018/19 DC Policy.  Developers prefer to pay DCs at the lowest possible 
rate, while ratepayers prefer to ensure rates are kept to a minimum and that growth should 
pay for growth. 
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43.  Given the medium level of significance determined, the engagement level is medium. No 
engagement is required.  

Attachments 
There are no attachments for this report. 
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Committee: Council Date: 26 February 2019 

Author: Julie Clausen Authoriser: Sean Hickey  

Position: Unit Manager – Corporate 

Planning and Strategy 
Position: General Manager Strategy 

and Communications  

Report Name: Annual Plan 2019/20 - Proposed Budget Changes 

 

Report Status Open  

 

Purpose 

1. To approve changes to the 2018-28 10-Year Plan 2019/20 budget, for inclusion as the draft 
2019/20 budget in the draft 2019/20 Annual Plan. 

Mayor’s recommendation 

That the Council: 

a) receives the report; 

b) Operating adjustments to the proposed draft 2019/20 10 Year-Plan budget: 

• approves an increase in the budget operating surplus of $4,779,000 in 2019/20 consisting 
of: 

  $000 $000 $000 
  Revenue - 

(Increase)/ 
Decrease 

Expenditure - 
Increase/ 

(Decrease) 

Impact on operating 
surplus (Increase)/ 

Decrease 

Impact of Council Decisions    

Reduction in libraries revenue due to cessation of 
Waikato District Council contract (Council 11 October 
2019) 

300   300 

Reduced Waikato Regional Council revenue at Transport 
Centre (G&I Committee 6 Dec 2018) 

55   55 

Increased Corporate personnel budget (Maangai Maaori; 
Council 9 October 2018) 

  70 70 

Revenue from NZTA capital subsidies due to capital 
expenditure deferrals (TBC at Finance Committee 21 Feb 
2019) 

(7,447)  (7,447) 

Indicative Contract Costs    

Increase in cost of cleaning contract (TBC in March 2019)   539 539 

Increase in insurance premiums (Advised to Audit & Risk 
Committee 27 Nov 2018) 

  850 850 

10-Year Plan Timing Correction    

Demolition of Founders Theatre deferred from 2018/19 
to 2019/20 

  809 809 

Operating costs to maintain Founders Theatre until 
demolition 

  45 45 

Total operating adjustments     (4,779) 
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c) Capital adjustments to the proposed draft 2019/20 10 Year-Plan budget 

• approves an increase in the capital budget of $36,900,000 in 2019/20 consisting of: 
      $000 
    

 

Expenditure - 
Increase/(Decrease) 

Capital expenditure deferred from 2018/19 to 2019/20 (TBC on 21 Feb 2019)       

Projects on track for completion in accordance with 10YP timeframes    21,900 

Projects dependent on the timing of third party actions outside Council's 
control 

   8,200 

Projects deferred for other reasons    7,000 

Bring forward decisions    (200) 

Total capital adjustments     36,900 

d) Traffic study in Greenwood St/Kahikatea Dr area proposal 

• approves an increase of $150,000 of operating funding in 2019/20 for a study to be 
undertaken jointly with NZ Transport Agency to consider the impacts of growth on the 
Greenwood St/Kahikatea Dr area bounded by Kahikatea Dr rail crossing to Killarney Rd 
and Tuhikaramea Rd as set out in attachment 1 of this report; 

e) Victoria on the River/River Park master plan proposal 

• approves an increase of $200,000 of operating funding in 2019/20 to enable 
development of a master plan for the proposed river park at 260-266 Victoria St as set 
out in attachment 1 of this report; 

f) Seismic strengthening proposal 

• approves an increase of $1M of capital funding in 2019/20 to enable a response to 
findings from the seismic assessment of Council buildings in 2019/20 as set out in 
attachment 1 of this report; 

g) Options for providing separation between swimmers/divers and vessels at Hamilton 
Gardens proposal 

• approves an increase of $150,000 of capital funding in 2019/20 to contribute to 
development of an alternative structure for swimmers/divers or vessels at Hamilton 
Gardens as set out in attachment 1 of this report;  

h) notes formal community consultation is not required as adjustments to the proposed draft 
2019/20 Annual Plan budget are not significantly or materially different from the proposed 
year 2 budget in the 2018-28 10-Year Plan; and 

i) requests the Chief Executive prepares the draft 2019/20 Annual Plan budget, based on Year 2 
of the 2018-28 10-Year Plan and as amended by changes approved by Council, for 
consideration at the meeting of Council on 21 May 2019.  

Executive Summary 
2.  Mayor King has established the strategic direction for the 2019/20 Annual Plan based on the 

Council’s existing financial strategy parameters. Council management has prepared the 
proposed draft 2019/20 Annual Plan budget to reflect this direction. 

3. This report has been prepared using an exception-based approach i.e. it is concerned only with 
matters that require a change to the 2019/20 budget previously approved as Year 2 of the 
2018-28 10-Year Plan. 
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4. The proposed draft 2019/20 Annual Plan budget changes comprise of: 

a) Operating adjustments to reflect previous council decisions, indicative contract costs and 
10-Year Plan timing changes; 

b) Capital adjustments to reflect changes proposed in the 21 February 2019 Finance 
Committee Capital Portfolio Monitoring Report; and 

c) Proposals incorporated in the proposed draft 2019/20 Annual Plan budget as outlined in 
Attachment 1 (and referred to in parts d-g of the Mayor’s recommendation). 

5. The changes recommended in this report fit within Council’s financial strategy: 

• Average rates increases (to existing ratepayers) will remain at 3.8% in 2019/2020 

• Debt to revenue ratio will remain below 230% 

6. Amendments in 2014 to the Local Government Act 2002 (LGA) mean that Council is no longer 
required to consult on the Annual Plan as a matter of course. The legislation now encourages 
councils to focus only on changes to the budget and to only consult only on those changes that 
are significant and material. Staff recommend that changes proposed in the proposed draft 
2019/20 Annual Plan budget are not significant or material and do not require formal 
community consultation. 

7. The Council is required to approve the 2019/20 Annual Plan and rates resolutions by 30 June 
2019 to comply with the Local Government Act. 

Background 

8. The Council approved the 2018-28 10-Year Plan in June 2018. 

9. The 2018-28 10 Year Plan set out the Council’s financial strategy of: 

• Debt to revenue ratio will remain below 230% 

• Average rate increases (to existing ratepayers) will not exceed 9.7% in 2018/19 and then 
3.8% from 2019/2020 onwards. 

• Balancing the books: Everyday costs should be paid for from everyday revenues. 

10. The Council is required to adopt an Annual Plan for 2019/20. The Annual Plan: 

• provides the annual budget and funding impact statements for the year (2019/20) 

• identifies any variation from the budget and funding impact statements included in the 10-
Year Plan for Year 2 (2019/20). 

11. On 28 November 2018, the Mayor invited Elected Members to propose changes to year 2 of 
the 10-Year Plan to be considered as part of the 2019/20 Annual Plan. 

12. In consultation with Elected Members, staff further developed the proposals resulting from 
that invitation, considering factors including significance and materiality, current work 
programmes, indicative costs, impact on the financial strategy and implementation options. 

13. In considering this proposed draft budget, the Council has the opportunity to propose 
additional items for inclusion in the draft 2019/20 Annual Plan budget.   
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Mayor’s proposed draft 2019/20 Annual Plan budget 

14. The proposed draft 2019/20 Annual Plan budget changes comprise: 

a) Operating adjustments to reflect previous council decisions, indicative contract costs and 
10-Year Plan timing changes; 

b) Capital adjustments to reflect changes proposed in the 21 February 2019 Finance 
Committee Capital Portfolio Monitoring Report; and 

c) Proposals incorporated in the proposed draft 2019/20 Annual Plan budget as outlined in 
Attachment 1. 

15. Operating Adjustments: 

  Operating 2019/20 

  $000 $000 $000 
  Revenue - 

(Increase)/Decrea
se 

Expenditure - 
Increase/ 

(Decrease) 

Impact on 
operating surplus 

(Increase)/ 
Decrease 

2019/20 10-Year Plan approved operating surplus     112,545 

Impact of Council Decisions    

Reduction in libraries revenue due to cessation of Waikato 
District Council contract (Council 11 October 2019) 

300   300 

Reduced Waikato Regional Council revenue at Transport 
Centre (G&I Committee 6 Dec 2018) 

55   55 

Increased Corporate personnel budget (Maangai Maaori; 
Council 9 October 2018) 

  70 70 

Revenue from NZTA capital subsidies due to capital 
expenditure deferrals (TBC at Finance Committee 21 Feb 
2019) 

(7,447)  (7,447) 

Indicative Contract Costs    

Increase in cost of cleaning contract (TBC in March 2019)   539 539 

Increase in insurance premiums (Advised to Audit & Risk 
Committee 27 Nov 2018) 

  850 850 

10-Year Plan Timing Correction    

Demolition of Founders Theatre deferred from 2018/19 to 
2019/20  

  809 809 

Operating costs to maintain Founders Theatre until 
demolition 

  45 45 

Total operating adjustments     (4,779) 
        

Proposed draft 2019/20 Annual Plan budget operating 
surplus 

    117,324 

 

16. Capital Adjustments: 

  Capital 2019/20 

      $000 
    

 

Expenditure - 
Increase/(Decrease) 

2019/20 10-Year Plan approved capital expenditure     288,500 

Capital expenditure deferred from 2018/19 to 2019/20 (TBC on 21 Feb 2019)       

Projects on track for completion in accordance with 10YP timeframes    21,900 

Projects dependent on the timing of third party actions outside Council's 
control 

   8,200 

Projects deferred for other reasons    7,000 

Bring forward decisions    (200) 

Total capital adjustments     36,900 
        

Proposed 2019/20 capital expenditure     325,400 
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17. Proposals included in the Mayor’s proposed draft 2019/20 Annual Plan budget 

The following proposals have been included in the proposed draft 2019/20 Annual Plan 
budget. Supporting information is provided in Attachment 1 to this report. 

a) Traffic study in Greenwood St/Kahikatea Dr area 

• Allocation of $150,000 additional operating funding in 2019/20 to contribute to a 
study with NZTA to consider the impacts of growth on the Greenwood St/Kahikatea Dr 
area. 

b) Victoria on the River/River Park master plan 

• Allocation of $200,000 additional operating funding in 2019/20 for creation of a 
master plan to inform future development of the Victoria on the River precinct and the 
proposed River Park between Victoria on the River and the new regional theatre. 

c) Seismic strengthening 

• Allocation of $1M additional capital funding in 2019/20 to respond to findings from 
seismic assessments of Council structures currently underway. 

d) Options for separation of swimmers and vessels at Hamilton Gardens 

• Allocation of $150,000 additional capital funding in 2019/20 to contribute to 
construction of the best option for separating swimmers and river vessels as 
recommended by a staff investigation in 2018/19. 

Forecasting assumptions 

18. The significant forecasting assumptions used in the 10-Year Plan have been reviewed and no 
changes that will impact on the financial strategy have been identified as at February 2019. 

19. Approval of the Council’s 2018/19 capital project deferrals at the Finance Committee meeting 
on 21 February 2019 has been assumed. 

20. The change in depreciation costs to reflect revaluations and capital project deferrals has not 
yet been calculated. The impact on debt and therefore on interest costs has not been 
assumed. These impacts will be incorporated into the draft 2019/20 Annual Plan budget 
presented to the Council on 21 May 2019. 

Impact on the financial strategy 

21. The Council’s Financial Strategy model as detailed in the 21 February 2019 Financial Strategy 
Monitoring Report has been updated with recommended changes identified in paragraphs 22 - 
23 and proposals as summarised in paragraph 24. 

22. After including these changes and proposals, the proposed draft 2019/20 Annual Plan budget 
remains within Council’s Financial Strategy limits. 

23. The following graphs show the original 10-Year Plan budgets (in blue) and the impact of the 
proposed draft 2019/20 Annual Plan budget (in green).   
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Debt to Revenue 
 

 
 

24. The graph above shows that the impact of the proposed draft 2019/20 Annual Plan budget on 
Council’s debt to revenue forecast remains within Council’s Financial Strategy limits. 

25. At 2021 debt capacity is $24M. 

Net Debt 
 

 

26. The Net Debt graph shows a decrease in net debt against the 10-Year Plan, with debt in 2028 
being $49M lower. This updated 2028 result is $5M favourable against 21 February 2019 
forecast.   
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Balancing the Books 
 

 

27. The balancing the books graph shows a forecast deficit decrease in 2019 of $3.6M ($1.2M 
deficit decrease change since 21 February 2019).  

Other matters for consideration in the proposed draft 2019/20 Annual Plan 
budget 

28. The following proposals have not been included in the proposed draft 2019/20 Annual Plan 
budget. Supporting information for the proposals is provided in Attachment 2 to this report as 
indicated. 

a) Level of service change for drainage reserve maintenance 

• This proposal is to increase the frequency of maintenance of drainage reserves 
adjacent to private property. See Attachment 2. 

• The financial impact is an additional $19,000 of operating expenditure per annum for 
the remaining nine years of the 10-Year Plan (an increase of $171,000 in total). 

b) City Safe programme extension to suburbs 

• This proposal is to expand the City Safe service to suburban Hamilton, including regular 
patrols by vehicle and the ability to dispatch a mobile team to respond to specific 
complaints. See Attachment 2. 

• The financial impact is an additional $230,000 of operating expenditure per annum for 
the remaining nine years of the 10-year Plan (an increase of $2.07M in total). 

c) West Town Belt master plan projects 

• The West Town Belt master plan is currently being developed to enable improved and 
coordinated management of the facilities, parks and open spaces that make up the 
36ha West Town Belt. The master plan will help guide current and future Councils’ 
decisions on the area. 

• The master plan is due to be reported back to the Community and Services Committee 
by June 2019. Staff are therefore recommending a decision on funding West Town Belt 
master plan projects is deferred to the 2020/21 Annual Plan.   



 

Council Agenda 26 February 2019- OPEN Page 27 of 54 

It
e
m

 7
 

d) Rear of museum connection to river paths 

• A proposal to open up the rear of Waikato Museum to create a better connection with 
the river path network was made during 2018-28 10-Year Plan deliberations. This 
proposal was unsuccessful, and the project was not included in the 10-Year Plan 
budget. 

• An application has been made to the Government’s Provincial Growth Fund for a 
combination of projects along the river/museum precinct. The outcome of this 
application is not yet known. 

• Due to the scale of the work proposed, the fact it needs to align to an overall 
redevelopment of the area and the fact that a central government financial 
contribution has yet to be determined, staff are recommending the proposal be 
Significance & Engagement Policy 

Significance 

29. The Local Government Act requires the Council to consider if the proposed Annual Plan 
changes are significant or material differences from the 2018-28 10-Year Plan. Staff advise that 
the proposed draft 2019/20 Annual Plan budget does not include any significant or material 
differences from the 2018-28 10-Year Plan. 

30.
 
Staff have considered the key considerations under the Significance and Engagement Policy 
and have assessed that the matter(s) in this report has/have a low level of significance. 

Engagement 

31. The Council is not required to consult on the Annual Plan (LGA 2002 Amendment Act 2014) if 
the Annual Plan does not contain significant or material differences from the 10-Year Plan (and 
does not need to consult – s95 (2A)). 

32. Staff consider that the proposed changes to the 2019/20 budget do not represent, either 
individually or cumulatively, a significant or material change to the 10-Year Plan. 

33.
 
Given the low level of significance determined, the engagement level is low. No engagement is 
required. 

Risk 
34. Additional emerging issues have been disclosed to Council in the 21 February 2019 Finance 

Committee – February 2019 Financial Strategy Monitoring Report.  These are: 

• Peacocke Funding Gap 

• Western Wastewater Interceptor Duplication (saving) 

• Arthur Porter Drive. 

35. Due to the uncertainty associated with these, staff have been unable to quantify the cost 
impact associated with each of them and therefore these have not been included in this 
proposed draft 2019/20 Annual Plan budget. Further changes to the budget may be identified 
during the financial year, such as the depreciation and interest adjustment, and these will be 
incorporated into the draft 2019/20 Annual Plan budget prepared for Council consideration on 
21 May 2019. 

36. If the Council makes decisions during the remainder of 2018/19 that result in full utilisation of 
debt capacity under the financial strategy, there will be limited ability to respond to 
unforeseen events in 2019/20 and 2020/21. 
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37. There is a risk that a decision not to consult may be perceived by the community as a lack of 
transparency on the Council’s part. This risk will be mitigated through communication and 
engagement that focuses on informing the community about major projects planned for 
2019/20 and helping ratepayers to better understand the Council finances. 

Legal and Policy Considerations 

38. Staff confirm that this report and the recommendations it contains comply with the Council’s 
legal and policy requirements of the Local Government Act 2002. 

Cultural Considerations 

39. The cultural interests of Hamilton’s peoples were considered as part of the process staff 
followed when investigating the proposals for the proposed draft Annual Plan 2019/20 budget. 

Financial Considerations 

40. The cost of preparing an Annual Plan has been budgeted within operating budgets as $30,000 
for staff time and design and an additional $20,000 for communication and engagement costs 
if the Council undertakes community consultation. 

Next steps 

41. Following decisions today, staff will begin preparing the draft budget for Council to confirm at 
its meeting on 21 May 2019.  These budget decisions will be reflected in the final Annual Plan 
document which will be presented to the Council for adoption on 20 June 2019. 

42. If the Council decides that the changes in the proposed draft 2019/20 Annual Plan budget do 
represent a significant or material change to the 2018-28 10-Year Plan and community 
consultation is required, this will take place during April 2019. 

Attachments 

Attachment 1 – Proposals included in the Proposed Draft 2019/20 Annual Plan Budget 

Attachment 2 – Proposals not included in the Proposed Draft 2019/20 Annual Plan Budget 
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Resolution to Exclude the Public 

Section 48, Local Government Official Information and Meetings Act 1987 

The following motion is submitted for consideration: 

That the public be excluded from the following parts of the proceedings of this meeting, namely 
consideration of the public excluded agenda. 

The general subject of each matter to be considered while the public is excluded, the reason for passing 
this resolution in relation to each matter, and the specific grounds under section 48(1) of the Local 
Government Official Information and Meetings Act 1987 for the passing of this resolution follows. 

General subject of each matter to 
be considered 

Reasons for passing this 
resolution in relation to each 
matter 

Ground(s) under section 48(1) for 
the passing of this resolution 

C1. Appointment of Board Chair 
- Waikato Regional Airport 
Limited 

 

)  Good reason to withhold 
)  information exists under 
)  Section 7 Local Government 
)  Official Information and 
)  Meetings Act 1987 
) 

Section 48(1)(a) 

 

This resolution is made in reliance on section 48(1)(a) of the Local Government Official Information and 
Meetings Act 1987 and the particular interest or interests protected by Section 6 or Section 7 of that Act 
which would be prejudiced by the holding of the whole or relevant part of the proceedings of the meeting 
in public, as follows: 

   
Item C1. to protect the privacy of natural persons 

to enable Council to carry out commercial 
activities without disadvantage 
to enable Council to carry out negotiations 

Section 7 (2) (a) 
Section 7 (2) (h) 
Section 7 (2) (i) 
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