Notice of Meeting:

| hereby give notice that a meeting of Hamilton City Council will be held on:

Date:

Time:

Meeting Room:
Venue:

Thursday 4 June 2015
9.00am
Council Chamber

Municipal Building, Garden Place, Hamilton

Richard Briggs
Chief Executive

Council
OPEN AGENDA

Membership

Chairperson
Deputy Chairperson
Members

Quorum:

Meeting Frequency:

Her Worship the Mayor J Hardaker
Cr G Chesterman
Cr M Forsyth

Cr M Gallagher
Cr K Green

Cr AKing

Cr D Macpherson
Cr G Mallett

Cr A O’Leary

Cr R Pascoe

Cr L Tooman

Cr E Wilson

Cr P Yeung

A majority of members (including vacancies)

Monthly

Council Agenda 4 June 2015- OPEN

Jude Pani
Democracy Manager

29 May 2015
Telephone: 07 838 6883
Jude.Pani@hcc.govt.nz
www.hamilton.govt.nz

Page 1 of 140



Terms of Reference:

To carry out leadership functions including advocacy and facilitation on behalf of the community.

To exercise all non-delegatable and non-delegated functions and powers of the Council.

To make those decisions which are required by legislation to be made by resolution of the local authority.
To consider any matters referred to it from any of the Standing or Special Committees.

To authorise all expenditure not delegated to staff or other Committees.

To receive the Council Risk Register and legal issues reports.

To receive reports from the Audit & Risk Committee.

To develop and approve the draft Long Term Plan (LTP) (including any amendments or variations) and Annual
Plans (including the Budget and Funding and Financial policies); ensure their effective communication to the
community; hear submissions and approve the final plan.

To approve the Hamilton Plan and to retain overview of it through setting direction on key strategic projects and
receiving regular reports on its overall achievement

Make decisions in respect of District Plan matters.

The authority to agree to settle and submit draft consent orders to the Environment Court relating to an appeal
on a Proposed District Plan, Plan Change, Plan Variation or Notice of Requirement to designate land or for a
heritage order, or a resource consent application.

The authority to reject a private plan change request.

Financial:

To determine all financial matters not delegated.

To receive reports of the exercise of financial delegated authority pursuant to the Public Bodies Contracts Act
1959.

To approve Council’s borrowing programme and treasury management strategy.

To undertake the statutory audit processes and to consider and approve the external audit arrangements, to
receive the Auditor’s reports and to approve the audited annual report.

Procedural Matters:

Delegation of all Committee powers.

Adoption of Standing Orders.

Confirmation of all Standing and Special Committee minutes.
Approval of Special Orders.

Employment of Chief Executive, setting of the Chief Executive’s performance targets and review of the Chief
Executive’s Performance and Remuneration (in accordance with the Employment Agreement).

Other Delegations.
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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
No public forum required.
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b Hamilton City Council

Te kaunihera o Kirikiriroa

council report

Commiittee: Council Date: 4 June 2015

Report Name: 10-Year Plan Final Author: Blair Bowcott
Deliberations

Report Status Open

10-Year Plan 2015/25

Strategy, Policy or Plan context Including Infrastructure Strategy

The changes proposed in this report do not change the
Financial status financial strategy outlined in the 2015-25 Consultation
Document

Having regard to the decision making provisions in the
LGA 2002 and Councils Significance and Engagement

Assessment of significance Policy, a decision in accordance with the
recommendations is considered to have a high degree
of significance

1. Purpose of the Report

2. The purpose of this report, having heard submissions through the consultation period, is to
consider submissions and to determine any changes to be made to Hamilton’s 10-Year Plan
2015-25.

3. Executive Summary

4. Council has now completed the consultation on the 10-Year Plan 2015-2025 Consultation
Document.

5. Council’s consultation process took advantage of changes to the Local Government Act that
has allowed for a more focused, interactive and inclusive approach to listening to the
community.

6. Overall the number of submissions was low for a 10-Year Plan. Staff have concluded that this
reflects the largely non-controversial, business as usual proposal.

7. All submissions written and verbal have been analysed and whilst there are submissions
advocating advancing and deferring some projects there is no strong preference to change the
plan as proposed.

8. Staff recommend Council adopts the 10-Year Plan in accordance with the Option 1 proposal in
the Consultation Document, with amendments for the Risks and Opportunities outlined in this
report.

9. In order to finalise the 10 Year Plan, Council need to make decisions on 4 June 2015 on the
final budget and prepare, have audited and adopt the full 10-Year Plan (approximately 300
pages) by 30 June 2015. The auditors will be auditing the full document from 15 June 2015.

10. The full 10-Year Plan will include all the supporting documents previously adopted by Council
and listed on the 10-Year Plan website https://haveyoursay.hamilton.govt.nz/strategy-
research/801fad8d

11. All submissions can be accessed from this link: http://www.hamilton.govt.nz/10yearplan
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12. Recommendations

13.
14.
15.
16.
17.
18.

19.
20.
21.

22.

23.

a) That this report be received.
b) That after considering submissions the draft 10-Year Plan 2015-25 budgets are amended
as follows:

(i) That the changed budgets, listed in Attachment 3, Table 1 “impact from budget
update and review” are approved.

(i) That funding of $120,000 p.a. is added to the City Safe expenditure to maintain
service levels after the loss of the Community Safety and Crime Prevention Grant.

(iii) That additional funding for Hamilton and Waikato Tourism of $195,000 p.a. is
budgeted as requested in their submission, subject to the other funding partner
councils confirming their increased share in their final 10-Year Plans.

c) That the Municipal Pool is permanently closed.

d) That as a result of these changes the key Financial Strategy limits are:

Limit Achieved

Rates increases to existing ratepayers will
not exceed 3.8%.

Balance the books target by 2016 2016 to 2025
The debt to revenue ratio will be reduced
to 200% or below by 2020 and thereafter | 2020 to 2025
will remain below 200%.
e) That after adjusting the 10-Year Plan budgets for the above resolutions, staff prepare the

10-Year Plan 2015-25 for audit and adoption by 30 June 2015.

3.8% - 2016 to 2025

Attachments

Attachment 1 - 2015-25 10-Year Plan: Other Major themes from submissions
Attachment 2 - 2015-25 10-Year Plan: Funding requests

Attachment 3 - 2015-25 10-Year Plan: Proposed Amendments to 10-Year Plan Budgets
Attachment 4 - 2015-25 10-Year Plan: Background information 2015 05 15
Attachment 5 - 2015-25 10-Year Plan: Submission Summary Report 11-05-2015

Background

Consultation

Council’s 10-Year Plan project has been underway for the last 18 months, beginning with asset
management planning. Reviews of plans, policies, services levels and budgets have been
undertaken, culminating in the publication of the Hamilton’s 10-Year Plan Consultation
Document 2015 -2025 in April 2015.

Public consultation closed on 15 May 2015, and feedback was received through written
submissions, social media and eight engagement sessions.

A total of 726 submissions were received during the consultation period, as below:

. 333 online written submissions

. 317 standardized Generation Zero web form submissions (tick box approach, with ability
to add individual comments)

. 65 verbal submissions (does not include 48 verbal submitters who also provided written
submissions — included in the 333 above)

. 1 written submission included a petition (342 signatures) requesting a binding poll on

the sale of pensioner housing
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24,

25.
26.

27.

28.
29.
30.
31.
32.

33.

34.

35.
36.

37.

38.

39.

40.

The Big Issue — Balancing Investment with Affordability

Background

The 10-Year Plan Consultation Document 2015-25 set out Council’s priorities, plans and
budgets for Hamilton over the next year.

This highlighted the issue of balancing investment and affordability, with three options
outlined for public feedback:

. Option 1: Council’s proposal (keeping to the current financial strategy, with the
exception of debt to revenue borrowing limit being achieved one year later in 2020)

° Option 2: Borrow more, do some projects earlier

. Option 3: Borrow less, do some projects later

The Consultation Document was based on Option 1.

Submission overview

Please refer to Attachment 5 (Submission Summary report).

The majority of submitters did not explicitly indicate a preference for an Option. Of those who
did select an option, the majority selected either Option 1 or Option 2.

Submitters sometimes nominated an option that best represented their opinion, however this
was often with a caveat regarding their changes to this option.

In written submissions many submitters did not discuss how bringing projects forward or
deferring them would impact Council’s debt to revenue ratio or the goal to balance the books
by 2020. In the engagement sessions however, a number of submitters requesting that
projects be bought forward were asked about the implications on our debt targets. They
responded that responding to growth was more important and that pushing the debt to
revenue target dates out beyond 2020 was a lesser concern to them.

In analysing submissions staff have focused on how submitter preferences, either directly
stated or through implication of requested changes, will impact Council’s current financial
strategy. For many submitters, this preference was expressed through their support, or
rejection, of specific projects.

Bringing Projects Forward

A high number (80) of submitters discussed specific projects with an emphasis on asking
Council to bring projects forward.

The main reasons given to bring these forward included the perceived need for these projects
in the community and growth in population leading to greater demand for services.

Key projects nominated to be brought forward included:

. Cycling infrastructure

. North East Aquatic Centre (currently outside 10-Year Plan)

° Community facilities in Rototuna (especially sports fields and playgrounds)
. Northern road links (Borman Rd and North City Rd)

. Founders Theatre

Some submitters have indicated an understanding of the impact of bringing these projects
forward on the financial strategy (increase in total debt and deferring the achievement of the
200% debt to revenue ratio beyond 2020) and suggested that an increase in overall debt is
acceptable provided the appropriate projects are chosen. Stakeholders requesting this
response include:

. Members of Parliament (Labour and National)

° Property Council of New Zealand - focus on projects that have an inter-generational
timeframe

° Tainui Group Holdings — projects focusing on growth in core infrastructure

° Sport Waikato — key infrastructure where demand will exceed supply

A different approach nominated by some submitters was to develop public private
partnerships to enable certain projects to be brought forward without impacting Council’s
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41.

42.
43.

44,

45.

46.

47.

48.

49,
50.

51.

52.

53.

54.

debt. These partnerships were talked about in general terms only and did not refer to specific
proposals for projects.

Please refer to Attachment 4 (Option 2) for the list of projects that could be completed earlier,
in the 10-Year Plan Consultation Document 2015-25.

Deferring projects
A relatively lower number of submitters (34) have requested Council to restrain spending
through deferring specific projects. There was a bias to defer community infrastructure
projects, while retaining the core infrastructure projects for roading, water and waste water.
A few submitters have indicated a preference for maintaining a $440million debt cap and to
defer non core infrastructure projects.

Projects nominated by submitters to be deferred include:

. Hamilton Gardens (5 projects in 5 years)

. River Plan (focus on Wellington St Beach)

. Refurbishment of Founders Theatre

. North East Aquatic Centre and the Indoor Recreation Centre

Deferring these projects has little impact on the debt to revenue limit date of 2020 as these
projects are of low value in the context of our capital spend and are already in the latter part of
the plan or beyond 2025.

301 submitters, through the Generation Zero standardised submission, requested Council to
limit city debt to below $440 million by deferring some new road projects. This approach was
also referred to by Cycle Action Waikato.

Please refer to Attachment 4 (Option 3) for the list of projects that could be completed at a
later time, in the 2015-25 10-Year Plan Consultation document.

What has changed

Since Council’s adoption of the draft 10-Year Plan, some important factors that influence the

property market (and consequentially growth) have changed.

. 30% loan-to-value — The Reserve Bank intends in October 2015 to introduce new loan-
to-value (LVR) limits on lending to property investors in the Auckland Council area that
would require those borrowers to have at least a 30 per cent deposit.

. Capital gains tax — From 1 October 2015 anyone selling a residential property, that is not
their main home within two years of purchasing will face tax on the capital gain. The
new test will not apply to the family home, death estates or properties sold as part of a
relationship settlement.

. The Official Cash Rate has remained unchanged since July 2014 at 3.5 percent but the
market is forecasting a reduction. Since April both fixed and floating mortgage interest
rates have continued to track downwards.

. Anecdotal feedback around the property market indicates that interest in Hamilton
property from Auckland buyers is increasing.

These factors were cited by a number of submitters as reasons why Council must continue to

support and fund core growth infrastructure.

In addition, on-going conversations with the University of Waikato indicate there is upward

pressure on population projections over the next 10 to 30 years.

Staff have considered the submitters comments and other factors, but propose no changes to

the growth assumptions. Whilst these factors may increase pressure on growth, other factors

such as falling dairy payout prices may offset this. The growth model remains realistic.

After considering the submissions on the Big Issue — Balancing Investment with Affordability,

Council have two options:
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Staff Conclusion

Option A: Adopt Council’s proposal, as per the 10-Year Plan Consultation Document 2015-25,
Or

Option B: Make changes to 10-Year Plan Consultation Document 2015-25, with consideration
of the requests to advance or defer the timing of projects.

Item 5

55. Staff recommend that Council adopts the preferred Option 1 proposal, from the 10-Year Plan
Consultation Document 2015. While the submissions have commented on all three options,
no fundamental new information or strong community reaction to the proposal has been
raised by submitters that Council has not previously considered when preparing the draft
budget.

56. Other Major Themes From Submissions
57. Please refer to Attachment 1 for a discussion on the major themes discussed by stakeholders.
58. A summary of the major themes are:

Permanently e Submissions were split on the permanent closure of the pool,
closing the however organisations who have previously engaged in our strategic
Municipal Pool plans have supported the closure.

e No new information has been raised by submitters that Council has
not previously considered in making the proposal.

Staff are recommending that Council permanently close Municipal Pool.
Cycling e A large number of submissions were received to invest in cycling
Infrastructure infrastructure.
e The consultation document only indicated a significant spend from
year 13 onwards.
e Further analysis of the budgets shows that Council plans to spend
approximately $12.75m including NZTA subsidy on cycling
infrastructure across the 10 Year Plan.

Staff have concluded that no changes are required to the 10-Year Plan.
Pensioner Housing e A petition was received calling for a binding referendum on the sale

of pensioner housing. The petition does not meet the threshold for
consideration under the Citizens Initiated Referendum Policy.

e This was not a 10-Year Plan consultation issue and Council has made
its decision on this on 27 November 2014.

e No new information has been raised by submitters that Council has
not previously considered in making the proposal.

Staff have concluded that no changes are required to the 10-Year Plan.

Public source of e 74 standardized submissions were received requesting a non-

non-fluoridated fluoridated water source.

water e Council previously considered and rejected this matter on 20 March
2014.

e No new information has been raised by submitters that Council has
not previously considered in making the proposal.

Staff have concluded that no changes are required to the 10-Year Plan.
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59.
60.

61.

62.

63.

64.
65.

66.

67.

68.

69.

Submissions requesting funding

As is usual with 10-Year Plan submissions Council received a number of funding requests.

These are listed in Attachment 2.

Staff are recommending the request from Hamilton and Waikato Tourism for an additional

$195,000 per annum funding grant be added to the budget, consistent with council’s previous

resolution to get a regional approach from the Mayoral forum. This funding is subject to the
other funding councils confirming their increases in their final 10 Year Plan, noting that all
councils have made decisions to approve their increased share.

Staff propose the following three requests are addressed through existing work programmes

and no changes are made to the 10-Year Plan:

° Te Awa River Ride Charitable Trust request for $100,000 in each of 2016/17 and
2017/18, be considered by the Integrated Transport Programme Working Group

. Te Runanga o Kirikiriroa requesting the Kirikiriroa marae and urban marae be considered
as community houses/centres for funding be referred to the Multi-Year Community
Contestable Grant application process.

. Creative Waikato request for $20,000 to be included for arts and culture project grants.
These types of projects are eligible from the Single and Multi-Year Community
Contestable grant funds.

The other requests for funding are not supported as they have been previously considered by

Council.

Changes Arising from New Information (Risk and Opportunities)
The 10-Year Plan budgets have been reviewed subsequent to the Consultation Document
being approved.
The following operating budget lines have been identified as being large enough to require a
change.

2015/16 Change

Water Supply Revenue Loss of revenue from ($390,000)
major client

Parking Revenue Adjustment to reflect ($100,000)
actual results

Community Safety & Crime | Loss of grant income from ($120,000)

Prevention Grant Ministry of Justice

Community Safety and Crime Reduce expenditure $120,000

Prevention staff and funded from Ministry of

Contractors Justice grant

Pool Staff Costs Increased for safety ($100,000)

Interest Costs Revised for latest $1,056,000
information

Total increase in surplus $466,000

The loss of the $120,000 grant from the Ministry of Justice directly impacts the level of service
provided by City Safe. Staff are recommending that $120,000 of the surplus be reinstated to
the budgets to maintain the Community Safety and Crime Prevention level of service, to
mitigate the loss of the Ministry of Justice grant.

In addition S1m of capital expenditure on the Authority upgrade is transferred one year,
2015/16 to 2016/17, to reflect current estimated timing for the project.

The combination of the above changes and the proposed $195,000 increase in the Hamilton
and Waikato Tourism grant results in a net increase in the surplus for $151,000 in 2015/16.
This is detailed in Attachment 3, and summarised as follows:
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Budget Change 2015/16 Change

Total increase in surplus from changes to $466,000
operating budgets
Reinstatement of City safe budget to maintain ($120,000)
level of service
Increased Hamilton and Waikato Tourism grant (5195,000)
Total increase in surplus $151,000
70. These changes do not impact the balanced budget target but do have a minor implication on
the debt to revenue ratio. The target of a debt to revenue ratio of 200% is still achieved at
2020. These impacts are shown in more detail in Attachment 3.
71. Options
72.  Council has four key options as it considers its response to the submissions on the 10-Year Plan

Consultation Document 2015-25:

e  Prepare the 10-Year Plan in accordance with the Consultation Document.

e  Prepare the 10-Year Plan in accordance with the Consultation Document 2015-25, as
amended by the Risks and Opportunities recommendations outlined in this report. This
option is recommended by staff.

e Amend the proposal by determining to bring forward (advance) specific projects in a
response to submissions seeking a greater response to growth and extend the date that
the Financial Strategy debt targets are meet.

e Amend the proposal by determining to push back (delay) specific projects in response to
submissions seeking greater financial stringency and bring forward the date that Financial
Strategy debt targets are meet.

73. Risk
74. Council must adopt its 10-Year Plan by 30 June 2015 and decisions on submissions are required
to be made on 4 June 2015 to enable this to occur in accordance with the Local Government

Act. Failure to complete the process by 30 June 2015 will prevent Council from striking the

rates for 2015/16 at the level required to support the budgets included in the 10-Year Plan,

delay the introduction of capital value rating and will introduce significant reputational risk.
Signatory
Authoriser Richard Briggs, Chief Executive
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Item 5

Attachment 1

23.

24,
25.

26.

27.
28.

29.

30.

Options for the provision of a non-fluoridated source of water that have previously been
reported to Council are:

Option 1

The provision of a source of city water with no added fluoride at the Water Treatment Plant
has been considered but is not recommended as it would not only be costly to implement but
it would be technically and operationally challenging and would add significant risk to
compliance with the drinking water standards.

The cost to implement this is estimated to be in the order of $200,000 to $300,000 and there
is no budget for this.

Option 2

Council could choose to provide a public unfluoridated supply of drinking water at a location
to be determined using de-ionising technology (water cooler type facility), which would
provide approximately 1 litre of unfluoridated water per minute. The facility would be a
standard water cooler that is refilled via the deionizer and could be located in a Council
building or facility that has the necessary power, water and wastewater services.

The estimate cost is in the order of $10,000 to $15,000 to install and up to $3,000 operational
cost per annum and there is no budget for this.

Both Option 1 and Option 2 are unbudgeted and are not recommended by staff.

Council Agenda 4 June 2015- OPEN

Page 14 of 140



Council Agenda 4 June 2015- OPEN

Page 15 of 140

ltem 5

Attachment 2



Item 5

Attachment 2

Riverlea Theatre
and Arts Centre
Sub no. 193

Te Runanga o
Kirikiriroa
Sub no. 677

Living Wage
Sub no. 164

Council Agenda 4 June 2015- OPEN

Gift the land to the Trust —
valued at $460,000 plus
GST (if any)

Mot specified

Requests for Council to
introduce the living wage
($19.25 per hour in 2015)

Reverse decision of Council to
sell land that the theatre is on
as requiring Riverlea to
purchase the land or leave is
unacceptable.

Support for Kirikiriroa Marae
and other urban maraes in the
city as a community house /
centres.

A living wage is necessary to
provide workers and their
families with basic necessities
of life

Council resolved to sell the Riverlea on 25 September 2014. Riverlea Theatre and Arts Centre
are given the option to purchase the land in the first instance. This land is surplus to
Council’s requirements, and there is no reason to hold on to it. The money from the sale of
the land will be used to pay Council debt.

Conclusion: No new information has been brought forward since Council made this
decision.

HCC provide funding to support the operational management of community infrastructure to
deliver services, programme and activities that benefit the social, cultural, artistic and
environmental wellbeing of communities in Hamilton, through the Multi Year Community
Contestable Grant This grant is allocated for a 3 year period. The Multi-Year application
round for these grants opened 20 April and closed on 18 May 2015 with the allocation
committee to convene in June to make their decisions regarding successful applicants that
will be funded from 1 July 2015- 30 June 2018. The intent of the HCC grants are to fund
operational expenses, and cannot be used for capital projects.

Note that a full strategic review of HCC owned community facilities has recently
commenced and should be completed September/October this year. The outcome of this
review will provide guidance to Council on future direction of how facilities such as these
could be supported.

Conclusion: The request could be considered by the Multi-Year Community Contestable
Fund.

There would be a significant cost to Council to implement the Living Wage for Council staff
and contractors.

Conclusion: Council previously considered the Living Wage in its budget deliberations. No
new information has been raised that has not previously considered by Council.
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Attachment 3

Pool Staffing

Throughout the summer, pools operated by
Council had increased demand. At Water World,
in particular, this placed increased demand on
services and additional staffing was required to
address health and safety concerns as a result.
Water World operates a total of 14 shifts each
week.

Interest Costs

Council has reforecast the likely opening debt
position and the forecast results after the
changes identified above.

In addition, interest rates over recent months
have continued to be at near record lows and the
long term interest curve has remained
favourable.

Council has, in accordance with its treasury policy
and the recommendation of its treasury advisors,
increased its swap positions at favourable rates.
Despite no change in the interest rate
assumptions for floating debt, Council has
reduced its expected weighted average interest
rate and therefore overall interest costs.

Authority upgrade

Only one change is proposed for the Capital
programme

Information services have advised that they
expect the timing of Authority system upgrade
costs to be $0.5m in 2015/16 and $1.5m in
2016/17, compared with $1.5m and 50.5m as
originally proposed in the Draft 10 Year Plan

Council Agenda 4 June 2015- OPEN

As these programme initiatives are and continue
to be a Council priority, as reflected in the
Central City Safety Plan, the 2014/15 Annual
Plan, and other documents, it is recommended
that Council consider maintaining the City Safe
service level unchanged.

Council therefore has two options in relation to

the service provision:

a}  Council could reduce expenditure to reflect
the reduced service. This is the position
included as part of the budget update in
recommendation b (i) and shown as part of
the first subtotal in table one.

b)  Council could choose to retain this service,
despite the loss of the grant revenue, by
allocating $120,000 per annum from part
of the $466,000 increased surplus
identified through the recommended
changes. This is recommendation b (ii) and
is included in the Total Impact on the
Surplus in table one.

e After considering the demand and safety
concerns, a net increase, after some
reallocation of resources from other areas, of
$100,000 per annum increases in staff costs
for community pools is recommended

e |t is therefore recommended that interest
costs be reduced by between $1m and $1.4m
per annum, as shown in table one.

e It is therefore recommended that a $1m
reduction be made to the 2015/16 capital
programme and the 2016/17 capital
programme be increased by a corresponding
amount.
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The majority of submissions commenting on the proposed new pool principally come from those
asking for the refurbishment or closure of Municipal Pool. Sport Waikato (sub. 318) advocated for the
North East Swimming Pool to be advanced into the 10 Year Plan.
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Hamilton City Council

Te kaunihera o Kirikiriroa

council report

Commiittee: Council Date: 4 June 2015

Report Name: Revenue and Financing and Author: John Gibson

Rates Remission and
Postponement Policy

Report Status Open
Strategy, Policy or Plan context 10 Year Plan 2015 -2025
Financial status N/a

Assessment of significance

Having regard to the decision making provisions in the
LGA 2002 and Councils Significance Policy, a decision in
accordance with the recommendations is considered to
have a high degree of significance

Purpose of the Report
Council to consider any changes that may be required to the policies as a result of the written
and verbal submissions.

Executive Summary

Council undertook the rates review using a special consultative procedure.

The Revenue and Financing Policy and Rates Remission and Postponement Policy form the
technical implementation of the Rates Review.

Council has received no new substantive information from the 5 submissions received.

Recommendations
a) That the report be received

b) That Council adopt the Rating Policy, Funding Needs Analysis, Revenue and Financing
Policy and Rates Remission and Postponement Policy.

Attachments

Attachment 1 - Revenue and Financing Policy

Attachment 2 - Rates Remissions and Postponements Policy -2015
Attachment 3 - Rating Policy

Attachment 4 - Funding Needs Analysis 2015
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12. Submission Overview

13. There have been four submissions to the Revenue & Financing Policy and one to the Rates
Remission and Postponement Policy.

14. Each Revenue and Financing Policy submitter submitted on something different. They were:

. Use targeted rates to fund projects like walking and cycling (Generation Zero)
. Use targeted rates to charge for refuse collection (Peter Finlay & Associates)
. Cap rates to CPI ( Mr Archer)

. Add clause to focus on core services (Tainui Group Holdings)

15. Analysis: The Revenue and Financing Policy addresses the implementation of current funding
requirements. The policy provides a process for determining funding on significant projects,
which allows for the introduction of targeted rates as one of the funding options. The policy is
not the appropriate place to address rates capping or a focus on core services. In conclusion,
no substantive matters have been raised that require detailed consideration for amendment of
the policy.

16. A submission on the Rates Remission and Postponement Policy has been received from
Braemar Hospital reinforcing their previous rates review submission. The submission requests
a remission of rates as they operate under a charitable trust status.

17. Analysis: Further to the analysis previously done as part of the Rates Review they supplied
information on two private hospitals in Christchurch and Dunedin that were of similar
operation. Staff have undertaken further investigation on the rating of these hospitals and
have found these hospitals pay similar level of rates to that which Braemar will pay at the end
of the 10 year transitional period under the capital value rating system. In conclusion, no
substantive matters have been raised that were not previously considered as part of the Rates
Review.

18.  Options (if applicable)

. Adopt the policies as drafted (Recommended)
. Amend the policies as a result of the submissions.

19. Risk

20. Changes arising from legal review

21. There are a number of edits to the draft policies arising from legal review, these changes do
not change the policies but improve the documentation of the policies.

Signatory

Authoriser Paul Conder, Chief Financial Officer
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REVENUE AND FINANCING POLICY

Policy Objectives and scope

1. This policy outlines the choices Council has made to determine the appropriate funding of

operating expenditure and capital expenditure from the sources® of funds listed in the Local

Government Act 2002 (LGA). The policy also shows how Council has complied with section

101(3)2. The comprehensive section 101(3) analysis is separately documented in the Funding

Needs Analysis.

2. Determining the appropriate way to fund Council activities is complex. It is a process that takes

account of many matters including, but not limited to:

Legal = Efficiency = Transparency
Social =  Equity = Accountability
Competition = Cost = Business
Affordability = |ntergenerational =  Strategic Alignment

equity

Impact of change = Benefit

3. This policy explains how Council plans to meet the current and future needs of communities for

good-quality local infrastructure, local public services, and performance of regulatory functions

in a way that is most cost-effective for households and businesses.

Principles of policy

4. Council has determined the following basic principles to guide the appropriate use of funding

sources.

User charges are preferred when a private benefit can be identified and it is efficient to
collect the revenue.

Subsidies, grants and other income options are fully explored prior to rates being used.
Each generation of ratepayers should pay for the services they receive and borrowing can
assist to achieve this outcome.

Capital costs to replace assets that reach the end of their projected economic life is firstly
funded from rates.

Capital costs to upgrade or build new assets is funded firstly from sources other than rates
(e.g. subsidies, grants, fundraising, financial contributions) and then borrowing.

Growth related capital costs are funded by development contributions.

Rates systems should be simple and easily understood.

Rates are not a charge for the use of a service.

! The sources of funds are listed in section 103(2).
2 All legislative references are to the Local Government Act 2002 unless otherwise stated.
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= |f no other funding source can be used it is then appropriate to fund the remaining revenue
requirement for operating expenditure from rates.

5. Complying with these principles can at times be challenging. The Council must apply judgment in
assessing many options to determine appropriateness in its development of budgets or acquisition of

assets and the choice of funding sources to implement these.

Policy guidelines

Operating Cost Funding Sources

6. Operating costs are the day to day spending that maintains the services delivered by Council.
This includes contributions to the wear and tear on assets used (depreciation), interest charged
on borrowing for capital projects and corporate overheads.

7. Council must consider the funding of each activity in a way that relates exclusively to that
activity. Some activities may be best funded by user charges, such as swimming pool admission
fees, others with targeted rates, such as a water rate, and others from the general rate, such as
road maintenance.

8. The funding sources for operating costs include:

9. User charges
10. User charges are used for services where there is an identifiable benefit to an individual or
group. User charges are a broad group of fees charged directly to an individual or entity. It

includes:

=  Entry fees. = Regulatory charges. =  Memberships.

= Service charges. = Fines and penalties. =  Planning and consent

= Hire. = Connection fees. fees.

= Rent, lease, licenses = Disposal fees. = Statutory charges.
for land and = Deposits. = Retail sales.
buildings. =  Private works.

= Permits

11. The price of the service is based on a number of factors, including:

= The cost of providing the service.

= The estimate of the users’ private benefit from using the service.
= The impact of cost to encourage/discourage behaviours.

= The impact of cost on demand for the service.

= Market pricing, including comparability with other councils.

= The impact of rates subsidies if competing with local businesses.
= Cost and efficiency of collection mechanisms.

= The impact of affordability on users.

= Statutory limits.

= Other matters as determined by Council.

12. Council’s ability to charge user charges is limited by the powers conferred on it by many statutes
and regulations. As a general rule fees for statutory functions should be set at no more than the
cost of providing the service. In some cases legislation sets the fees at a level that is below cost
and in other cases, where provided by legislation (e.g. Waste Minimisation Act 2008) Council
may set fees at greater than the cost of providing the service. Council considers it appropriate
to incorporate overhead charges in the determination of the cost of providing a service.
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13. Where Council is charging for the sale of goods or services not required by statue, Council’s

preference is to charge a market price, having regard to the powers conferred on it referred to ©
in paragraph 12. This includes leases, rents and licenses for land and buildings. GE)

14. Fees and charges may be set by Council at any time and are reviewed by Council annually. A list =
of regular fees and charges is maintained on Council’s website.

15. User charges revenue is allocated to the activity which generates the revenue.

16. Grants, sponsorship, subsidies and other income

17. Grants, sponsorship and subsidies are used where they are available. Many of these items are
regular and predictable and therefore can be budgeted. Some items of other income are
unexpected or unpredictable and may not be able to be prudently budgeted (e.g. reparation
payments, Civil defence and other reimbursements, legal settlements and insurance payouts)

18. Council expects to continue receiving substantial subsidies for road maintenance from
government or its agencies. While this is recorded as operating income a large portion is for
capital costs.

—
+—

19. Investment income GC)

20. Council’s investment policy is documented in its Liability Management and Investment Policy. c
These investments generate income such as dividends, interest, and rents. N

21. Income from assets is receipted to the activity that owns the asset. %

—
=
<C

22. Development contributions, financial contributions, proceeds from the sale of assets and lump su

3

contributions
23. Council does not collect revenue from these funding sources to fund operating costs.

24. Reserve funds

25. Council maintains a small number of cash funded reserve funds. Some of these reserve funds
are available to meet operating costs (e.g. cemetery maintenance).

26. Council generally uses these funds for the purposes that the reserve was created.

27. Borrowing

28. Council borrowing is generally undertaken at a whole of Council level subject to the constraints
on rates increases, debt levels set by the financial strategy.

29. Council generally plans to fund all cash operating costs from sources other than borrowing but
may in specific circumstances, where it determines it is prudent to do so, fund some operating
costs from borrowing.

30. Rates

31. Having appropriately exhausted all other funding sources, Council funds its remaining operating
expenses from rates. For many activities this is the main funding source.

32. These matters were taken into account by Council when determining the funding requirements
of each activity in the Funding Needs Analysis, as required by section 101(3)(a).

33. Council may establish targeted rates to fund operating costs.

34. Further information on rates can be found from paragraph 75.

Council Agenda 4 June 2015- OPEN Page 33 of 140



ltem 6

Attachment 1

35. Summary of sources of funding for operating costs by activity

36. Council has applied the above preferences for the use of the funding sources to each activity in
its Funding Needs Analysis. Table 1 describes the extent each funding source is used to fund
operating costs following the initial s101(3)(a) assessment. Council has modified this
assessment with its s101(3)(b) assessment, which requires Council to consider the overall impact
of allocation of liability for revenue needs on the community as described from paragraph 84.
This includes the creation of the transitional rate, which is a targeted rate designed to address
the impact of the change from land value to capital value for the general rate.

37. These ranges are expressed as a percentage of the cost of the activity. A key to interpret the
graphics follows the table.

Table 1: Summary of funding sources by activity s.101(3)(a) only

T
<
°
[]
. ki
Activity w 2 g 35 2 D
& 8 o . 5 o & ©®
] 3 g o € b c e« o]
S 4 - & 8§ ¢ = ® 2
= E © o . B 8 (] ]
Q © 13 : > n o < g
»n o E £ ] 0] o ] ©
) (U] = [ o o o (O] =
Parking Management v
Housing 7
Building Control v
Cemeteries & Crematorium 7 v
Strategic Property Investment v
Planning Guidance & Compliance
Animal Education and Control
Waste Minimisation v
Landfill Site Management 7
Arts Promotion v
Partnership with Maaori v
City Planning v
Emergency Management v
Stormwater Network v v
Refuse Collection v .
Sewage Treatment and Disposal v v 4
Hamilton Gardens v 4
Economic Initiatives v s
Libraries v v v
Museum v v v
Community Development v v v
Community Parks v 4
Gullies and native plantings v v
Streetscapes v v
Sports Parks v v
Governance & Civic Affairs v 4
Theatres v
Sewage Collection v v
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Indoor Recreation v

Environmental Health and Public Safety v

Water Treatment and Storage

Water Distribution v

Transport Network v v
Zoo v

Stadiums

Claudelands v

Pools v

Table 2: Summary of funding sources by activity

Key
Range Name Range Key
Unlikely 0
Minimal 0% -20% v
Low 20% -40%
Moderate 40% - 60%
High 60% - 80%
Most 80% - 100%
Al 100%

38. Council budgets will normally be set within these ranges. As these ranges are expressed as a
percentage of the cost of the activity they may change over time because of changes in
expenditure rather than changes in revenue. If budgets were marginally outside these ranges, it
is unlikely that Council will consider that matter to have a high degree of significance and
therefore warrant a consultation to change the Revenue and Financing Policy. It is also likely
that actual funding sources will be different from budgeted funding sources.
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Funding Sources for Capital Costs

39.

40.
41.

42.

43.
44,

45.

46.
47.

48.

49.

50.
51.

Capital costs are those costs associated with the purchase and improvement of assets and for
the repayment of debt. The funding sources for capital costs include:

User charges

User charges are generally not available for capital costs as individual user contributions would
generally be too large to be affordable. Borrowing and charging users annually for financing
costs (interest and principal) via rates is often a more affordable method of charging users
contributions.

Council does charge for capital works that are solely for private benefit (e.g. a network extension
to a single dwelling) or where capital works are undertaken outside of asset management plans
at the request of individuals (e.g. a rural seal extension for dust suppression).

Grants, subsidies, and other income

Council relies on significant subsidies for capital works in its roads and bridges activity. Other
activities are able to access grants and subsidies from time to time. Other income can be from
many and varied sources and is unlikely to be predictable enough to budget for in advance.
Other income used to fund capital costs could include bequests, insurance payouts, and legal
settlements.

Grants, subsidies and other income are used wherever they are available.

Development contributions

Council collects development contributions to fund capital costs necessary to service growth
over the long-term.

Council has a Development and Financial Contributions Policy. Most contributions receipted are
transferred to loan accounts®. Development contribution funds received will be applied to the
projects as identified by the policy. Projects identified in the policy may be either completed
projects (with debt yet to be repaid from future development contributions) or future projects
planned to be undertaken.

Note that, in addition to the requirements of sections 101(3) and 103 the Development and
Financial Contributions Policy additionally describes funding matters further as stipulated by
section 106(2)(c).

Financial contributions

Council collects financial contributions under the Resource Management Act 2001 to avoid,
remedy or mitigate adverse effects on the environment as conditions to resource consents. The
requirements for these contributions are outlined in the Operative and Proposed Hamilton
District Plans. Most contributions are received as revenue by the vesting of assets in Council;
some contributions may be paid to Council.

® Many growth developments are undertaken in anticipation of growth. The growth portion of the project is
funded from borrowing. When this occurs the development contribution receipts are then used to repay the

debt.
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52.
53.

54.

55.
56.

57.

58.

59.

60.

61.
62.

63.

64.

65.

66.

67.

68.

69.
70.

Proceeds from the sale of assets

From time to time Council disposes of assets. Many of these are low value items and the
revenue is received by the activity that owns the assets.

Council’s Strategic Property activity holds some higher value assets that are intended for sale.
Unrestricted proceeds from the sale of these assets will be used to repay debt, unless resolved
otherwise by Council#. Restricted revenues will be placed in the appropriate reserve fund and
used for the purpose required by the document that imposes the restriction (e.g. municipal
endowments reserve).

Reserve funds
Council maintains some reserve funds for capital projects and will approve the use of the funds
when a project meets the specific criteria for the reserve.

Borrowing

Council must borrow to fund its asset programme. The amount of borrowing available is
restricted by Council’s financial strategy debt limits.

Borrowing, both the capital (principal) and interest components, is generally repaid by future
rates.

Borrowing spreads the cost of the project over a longer period, smoothing changes in rates and
ensuring that ratepayers who enjoy the benefit of long-lived assets contribute to their costs.

Lump sum contributions

Council has the option when undertaking a major project to seek lump sum contributions to the
capital cost of the project from those who are identified in the projects “capital project funding
plan”®. Lump sum contributions are provided for in the Local Government (Rating) Act 2002 and
have stringent requirements placed on how they are used. Where a lump sum payment option
is proposed ratepayers choose to participate or not. Council has previously used these
provisions and may do so in the future.

Council does not presently plan to seek lump sum contributions.

Rates

Rates are primarily used to fund the day to day expenses including depreciation and borrowing
interest costs. In each year Council calculates the cash surplus from operating revenue less
operating costs to determine the amount of rates funding available to fund capital projects.

The greatest portion of this funding is rates assessed to pay for depreciation (which is a non-
cash operating costs which council funds annually). These funds are used to fund renewal
projects.

A portion of rates funds the capital (principal) repayments of debt.

Council may establish targeted rates to fund capital projects.

Summary of sources of funding for capital costs by activity
Council uses the following guidelines when considering the funding of capital projects:

* As required by the Investment and Liability Management Policy.
> Local Government (Rating) Act 2002 - s.117A
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= All projects are first funded from grants, subsidy or other income, which are budgeted as
operating revenues.

=  Growth projects for network infrastructure that are required to meet increased demand are
funded from development contributions, to the extent provided for in the Financial and
Development Contributions Policy.

= Reserve funds for other purposes are considered. Council has a small number of cash funded
reserves available for capital costs projects.

= Targeted rating options may be considered.

= Projects that have exhausted previous funding sources are funded from from general rates
and/or debt.

71. Asingle project may have a mix of each of these funding options.

72. Whenever Council resolves to consider funding a separate project, Council will consider the
sources of funds above, the Revenue and Financing Policy and complete a section 101(3)
assessment to determine an appropriate funding policy for the project. Generally Council will
resolve the funding policy at the time the project is proposed in an Annual Plan or Long-term
Plan.

Overall funding consideration

73. Council is required by section 101(3)(b) to consider the overall impact of the allocation of
liability for revenue needs on the community. It allows Council, as a final measure, to modify
the overall mix of funding that would otherwise apply after the s 101(3)(a) analysis.

i.  Council will transition the impact of the change from the land value general rate of 2014/15

to a capital value general rate over 10 years. This is achieved by using the transitional
targeted rate.

ii. Council will modify the allocation of the rates liability between sectors of the rating base by
the use of differentials on the general and transitional rates.

iii. Council may waive or discount fees and charges where it considers it appropriate to do so.
Some matters Council may consider in deciding whether it is appropriate to waive fees are
for social reasons, for the promotion of events and facilities, for commercial reasons, due to
poor service or to minimise risk.

iv. Council may remit rates where it considers it appropriate to do so and as documented in the
Rates Remissions Policy. These policies address social matters as well as adjusting rates for
benefits that differ for some rates assessments (e.g. additional or no provision of some
services).

v. Council may use accounting provisions and reserve funds to spread the costs of activities
over multiple years for the purpose of smoothing the cost to users and ratepayers.

vi. Council may modify the allocation of liability for growth related network infrastructure
projects when considering the matters required by s106 in the Financial and Development
Contributions Policy.

Rates

74. Council’s final consideration of funding by rates comes:
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75.

76.
77.

78.

79.

80.
81.

= After considering how the other funding sources will be used to fund operating and capital
costs, and

= After that has been applied to activities in the Funding Needs Analysis, and
= After being adjusted for the overall funding considerations

The following section outlines the revenue and financing policy requirements that are used to
set rates. To have a full understanding of rates they should be read having regard to the analysis
above and in conjunction with the Rating Policy, Funding Impact Statement and Rates
Resolution.

General rates

The general rate is allocated to properties based on the capital value of the property. Council
does not have a uniform annual general charge.

Council has chosen to differentiate the general rate into four differential rating categories
(residential, commercial, CBD commercial and rural). The full definition of these categories is
contained within the Rating Policy.

Council has determined in its Funding Needs Analysis that all or part of the following activities
should be funded from the general rate:

=  Planning Guidance & = Sewage Treatment and =  Governance & Civic
Compliance Disposal Affairs
=  Animal Education and = Hamilton Gardens =  Environmental Health
Control e and Public Safety
= Economic Initiatives
=  Stormwater Network . . =  Water Treatment and
= Libraries
Storage

=  Catchment = Museum

Management = Water Distribution
. = Community
= Refuse Collection Development =  Transport Network
=  Waste Minimisation Community Parks = Zoo
= Iljndflll Site : = Gullies and native = Stadiums
ahagemen plantings ® (Claudelands
. .
Arts Promotion = Streetscapes = Leisure Facilities
. . .
City Planning = Sports Parks =  Emergency
= Theatres Management

= Sewage Collection

The general rate differential factors for 2015/16 will be calculated as shown in the Rating Policy.
In setting the differential sectors, and the differential factors, Council considered the
requirements of the Local Government Act and a number of other considerations, including:
= The activities funded by the general rate and the s101(3) considerations for the activities.

= The historic relationship between the differential sectors and the existing level of the
differential under the land value general rate.

= The impact of any change, or rate of change to the differential.

= The views of those impacted by the differentials.
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82.

83.
84.

85.

86.

87.

88.

= Other reasonable options, and the advantages and disadvantages of those options.

= The overall impact of the differential on ratepayers.

Targeted rates

Transitional Rate

Council has decided to move to a capital value general rate from a land value general rate.
Having considered the overall impact of the change on ratepayers, Council determined that the
impact of the change should be transitioned over 10 years. For transparency, Council has
chosen to achieve the transition by setting a transitional rate that is similar in effect to the prior
land value general rate. The aggregate of the amounts raised by the capital value general rate
and the land value transitional rate will equal the amount Council would otherwise have raised
from the general rate if the transition were not occurring.

The transitional rate is a land value rate, differentiated by 7 differential rating categories
(Residential, Commercial/Industrial, CBD Commercial/Ind, Multi Unit Residential, Rural
Residential, Rural Small and Rural Large).

The full definition of these differential categories is contained within the Rating Policy. How the
allocations to these categories are calculated is documented below under “Transition from land
value to capital value general rates”.

The transitional rate arises as a result of Council’s s.101(3)(b) consideration of the overall impact
in the allocation of liability for revenue. This rate mitigates the impact of the change from land
value to capital for general rate. Council has determined in its Funding Needs Analysis that all or
part of the following activities should be funded from the targeted rates (note these are the
same activities as funded by the general rate):

=  Planning Guidance & = Sewage Treatment and =  Governance & Civic
Compliance Disposal Affairs

=  Animal Education and = Hamilton Gardens =  Environmental Health

Control e and Public Safety
= Economic Initiatives

=  Stormwater Network = Libraries =  Water Treatment and
Storage

=  Catchment = Museum

Management =  Water Distribution
. = Community

=  Refuse Collection Development =  Transport Network
= Waste Minimisation = Community Parks = Zoo
= Landfill Site . . =  Stadiums

M ; = Gullies and native

ahagemen plantings ® (Claudelands

. .

Arts Promotion = Streetscapes = Leisure Facilities
. . .

City Planning =  Sports Parks =  Emergency
* Theatres . Management

= Sewage Collection

The transitional rate differential factors for 2015/16 will be calculated as shown in the Rating
Policy.
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89. Transition from land value to capital value general rates

90. In 2014 Council decided to change from the land value general rate to a capital value general
rate. In order to minimise the effect of the change on individual ratepayers Council decided to
transition the change over 10 years.

91. This is implemented by changing the general rate to capital value from 1 July 2105 and at the
same time introducing a targeted rate based on land value and differentiated similarly to the
land value general rate of 2014/15. Each year 10% of the total cost of the activities funded by
the general and transitional rate will be transferred as shown on the table 3.
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Table 3: Transition Process

Land Value
Transition Rate

2015/16

Capital Value
General Rate

2016/17 80%
2017/18 70%
2018/19 60%
2019/20 50%
2020/21 40%
2021/22 30%
2022/23 20%
2023/24 10%
2024/25 0%

92. The total rates requirement for the activities funded from the activities listed will be split

between each rate according to these ratios each year. This allows for adjustments in budgets

over time.

93. Other Targeted Rates
94. Council collects a few targeted rates either to fund activities as identified in the Funding Needs

Analysis or as a result of Council’s overall funding considerations.

Table 4: Targeted

rate types

Name Activities funded Basis for Rate

Access Access Hamilton projects and finance costs Capital value across whole city.
Hamilton in the Transportation Activity.

Business BID projects as part of the Economic Fixed amount per SUIP® and a rate
Improvement Initiatives Activity. per dollar of capital value for all
District properties in the BID area’.
Hamilton Gardens Development projects in the Fixed amount per SUIP across the
Gardens Hamilton Gardens activity. whole city.

Metered water
supply

Water Distribution and Water Treatment
and Storage activities.

Fixed amount per water
connection supplied with water
and a charge per unit of water
consumed or supplied to non-
residential properties.

Commercial
Non-metered

Water Distribution and Water Treatment

Fixed amount per SUIP with water

® SUIP or Separately used or inhabited part of a rating unit is as required, defined each year in the Funding

Impact Statement.

" The BID area map is in the Rating Policy.
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Water Supply and Storage activities supplied or available.

Services water  Sewage Distribution and Sewage Treatment  Fixed amount per property and a

and Storage activities rate per dollar of land value for
connected land used for certain
purposes as defined in the rating

policy.

Services refuse Refuse Collection activity Fixed amount per property and a

rate per dollar of land value for
connected land used for certain
purposes as defined in the rating

policy.
Services Sewage Collection and Sewage Treatment Fixed amount per property and a
sewerage and Disposal activity rate per dollar of land value for

connected land used for certain
purposes as defined in the rating

policy.
Horsham Council invoices and collects the following Fixed amount to properties within
Downs Hall rate on behalf of Waikato District Council. the Hall district.

References

95.

96.

97.

98.

99.

100.

Funding Needs Analysis, section 101(3), provides the background and analysis to explain the
funding decisions made by Council. It is guided by the funding principles and choices of funding
sources documented in the Revenue and Financing Policy.

The Development and Financial Contributions Policy provides further analysis, as required by
section 106(2)(c). This explains why Council has chosen to use development and financial
contributions to fund the capital costs needed to meet increased demand for community
infrastructure.

The Liability Management and Investment Policy places restrictions on the use of the proceeds
from asset sales.

The Rating Policy further clarifies the funding requirements of Council by documenting matters
not included in the Funding Impact Statement, rates resolution or this policy. It includes the
allocation of activity rates requirements to different differential categories, detailed definitions
and maps for rating areas.

The Funding Impact Statement is included in each Long-term Plan and Annual Plan as required
by clauses 15 or 20 of schedule 10. This statement shows the results of the detailed rates
calculation for the first year of the plan.

Together the above documents form the necessary components to lawfully charge under the
Local Government Act for the revenue requirements of Council. Council must also comply with
other legislation in regard to the setting of some fees and charges and the Local Government
(Rating) Act 2002 for the setting of rates.
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Rates Remissions and Postponements Policy

Policy objectives and scope

1.

To have a rating system which:

=  Appropriately spreads the incidence of rates.

= Provides sufficient revenue to cover costs.

= Complies with relevant legislation.

= |stransparent to the ratepayer and promotes accountability.

Rates remissions modify the rates liability on particular rating units in order to ensure an
appropriate rate liability.

Postponements allow for the delay in payment of rates in certain specific circumstances.
Council must comply with the requirements of the Local Government Act 2002 (LGA) and the
Local Government (Rating) Act 2002 (LGRA).

Remissions policy guidelines

General

All rates remissions are deducted from the rates assessment when the rates are assessed at the
start of each rating year.

All applications (except for penalty and natural calamity or disaster remissions) must be received
one month prior to the rates being assessed. Remissions received after this date will be applied
to the following financial year. Rates remissions are not made retrospectively.

All references to the remission of the general rate shall also apply to the transitional rate.

Not-for Profit Community Organisations

8.

10.

11.

Council extends the status of non-rateable properties under of Schedule 1 of the Local
Government (Rating) Act 2002 to not-for-profit community organisations.

These organisations must deliver social benefits to the community where neither government
nor business is best or appropriately placed to do so. An application for rating relief from this
remission is required and is available on Council’s website.

Where a property is used for multiple purposes, a division of the rating unit will be undertaken
for rating purposes.

The policy is:
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= That these rating units will have all rates remitted except for water, refuse and sewerage
services supplied. (This is done by remitting all rates and charging water, refuse and
sewerage rates as targeted rates).

Conditions and Criteria

12. A qualifying not-for profit community organisation is defined as:

= The organisation must be either a registered Charitable Trust or an IRD approved donee
organisation.

= The organisation and anyone using the organisations property must not be operating any
activity for private profit.

= The organisation must deliver social benefits as a substantial part of its activities.

= The organisation must complete and provide all information requested on the application
form and respond to any further enquiry for information to support the application.

= New remission will be approved in public meeting by the Finance Committee.

= As annual declaration form is required to be completed confirming that the organisation still
occupies the property and meets the purpose of this policy.

Penalties Remission

13. The objective of the policy on penalties remissions is to consider requests for remission of
penalty charges on rates.

Conditions and Criteria

14. Council's policy is that rates penalties may be remitted under the following criteria:

= Remission may be granted where payment has been received after the date fixed for
imposition of a penalty charge, provided that none of the previous four instalments were
similarly received late.

= Remission may be granted where a ratepayer either:

0 Makes satisfactory arrangements for regular and substantial reduction of arrears.
(These arrangements are to include the remission of penalty charges as long as such
arrangements are fully met); or,

0 provides sufficient information which, if considered genuine and if substantiated
with reasonable excuse for late payment, would justify remission for late penalty
charges,

15. The practice of a penalty for non-payment of rates by due date is an accepted standard practice
for local authorities and delay in mail delivery does not constitute justification for remission.
16. A written application for remission is required if the request does not meet the above criteria.
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Hardship Relief

17. The objective of this policy is to receive and consider applications for rates remission in the
cases of extreme financial hardship.

Conditions and Criteria

18. Council will remit part of the rates owing on a rating unit in cases of extreme hardship. Council
has approved the following criteria for determining the application of this policy:
= Ratepayers must apply to Council in writing to be considered for a remission.

= The maximum remission is $447 - (updated 1 July 2015).

=  The maximum remission amount to be increased by the average percentage general
residential rates increase annually.

= The application will be assessed independently from the Government Rates Rebate Scheme.

=  For the purposes of calculating the remission the basic allowable income factor is set at
$22,858 - (updated 1 July 2015).

= The income threshold level will be adjusted by the annual percentage change in the Super
Living Alone benefit payment each year.

= The following essential elements must be met before any remission is granted:

0 The applicant must be the owner of the rating unit, must reside at the property and
the property must be classified as a residential rating category. Companies, trusts
and other similar ownership structures of these properties do not qualify for this
remission;

0 Council must be satisfied that extreme financial hardship on any individual exists or
would be caused by requiring payment of the whole or part of the rates;

0 the applicant must declare total household income and their total financial position
for the purposes of the remission calculation;

0 the applicant's total assets must not exceed the "total assets" formula described in
the Postponement due to Financial Hardship Policy;

0 all applications for rates remission be treated on a case-by-case basis and
approved/declined by either the Chief Financial Officer or Revenue Manager; and

0 Council shall consider whether postponement of rates is a more suitable option.

Property affected by Natural Calamity or Disaster

19. The objective of this policy is to enable rate relief to be provided to assist ratepayers
experiencing extreme financial hardship due to a calamity or natural disaster that affects their
ability to pay rates.

Conditions and Criteria

20. Remissions approved under this policy do not set a precedent and will be applied only for each
specific event and only to properties affected by the event.
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21. Council may remit all or part of any rate on any rating unit where the application meets the

following criteria:

Where erosion, subsidence, submersion or other natural calamity or disaster has affected the
use or occupation of any rating unit.

It is applicable for each single event and does not apply to erosion, subsidence or other
incidences that may have occurred without a recognised major natural calamity or disaster.

Council can set additional criteria for each event where it considers it to be fair and
reasonable to do so. This is because the criteria may change depending on the nature and
severity of the event and available funding at the time. Council may require financial or
other records to be provided as part of the remission approval process.

The extent of any remission shall be determined by Council on a case-by-case basis.

Organisation with Club Liquor Licence

22. Schedule 1, Part 2, Local Government (Rating) Act 2002 provides that land owned or used for

games or sports is only rateable as to 50% of the rate that would otherwise be payable.

However, the Local Government (Rating) Act 2002 excludes land, in respect of which a club

licence under the Sale and Supply of Alcohol Act 2012, from receiving the 50% non-rateable

status. The objective of this policy is to ensure appropriate sporting clubs and organisations

receive a rates remission if the rates reduction is not available due to that exclusion.

23. It is difficult to determine the portion of the property to which the liquor licence applies. A

further consideration is that often the liquor licence is not held to generate profit but helps to

cover the operating costs of the sporting club or organisation.

Conditions and Criteria

24. To ensure consistency, sporting clubs and organisations that hold a club liquor licence, may be

eligible for the 50% remission if they meet the following criteria:

The club or organisation must qualify as 50% non-rateable under Schedule 1, Part 2, Local
Government (Rating) Act 2002.

The club or organisation must not operate for private pecuniary profit.

The club or organisation must hold the liquor licence as an incidental activity to the primary
purpose of occupancy.

The restaurant, bar and gaming machines area for Chartered Clubs are excluded from this
remission and will be rated at the full commercial rating.

The club or organisation will be required to complete a yearly statutory declaration
confirming that they meet the condition and criteria under the policy.

Council may remit 50% of the rate levied in respect of the land relating to the liquor licence
where it considers it to be fair and reasonable to do so.
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Hardship Relief for 100% Non-Rateable Community Organisations (Needs Based)

25. The objective of this policy is to facilitate the ongoing provision of the Community Organisations

(Needs Based) and their services to the residents of Hamilton City where the charging of the full

targeted rate for water, sewerage and refuse may affect the Community Organisations (Needs

Based) viability.

Conditions and Criteria

26. Council may remit up to 40% of the targeted rates levied for water, wastewater and refuse in

respect of the rating unit, where the application meets the following criteria, and where it

considers it to be fair and reasonable to do so:

Organisations must not operate for private pecuniary profit.

Organisations must not receive any funding from government agencies or have any contracts
for fee for service with government agencies.

Organisations must operate on a voluntary basis and have no full-time or part-time paid
employees or contractors operating in this capacity.

The cost of the full targeted rates for water, wastewater and refuse will cause the
Organisations extreme financial hardship and/or cause the organisation to operate at a
financial deficit.

27. Organisations (Needs Based) must provide the following documents with their application:

Statement of Objectives

Constitution or Trust Deed

Full financial accounts

Information showing extreme financial hardship and operating position
Information on activities and programmes

Information on funding sources

28. Each application shall be determined by Council on a case-by-case basis.

29. Applications for this remission must be made annually by the Community Organisation (Needs
Based).

Hardship Relief for 50% Non-Rateable Sporting and Cultural Organisations

30. The objective of this policy is to facilitate the ongoing provision of the Sporting and Cultural

Organisations and their services to the residents of the City where the charging of rates may

affect the Sporting and Cultural Organisations viability. Council will remit general and

transitional rates up to an amount, so that the amount payable is equivalent to the rates on the

water, sewerage and refuse services the property receives.

Conditions and Criteria

31. The application must meet the following criteria and conditions to qualify for the above

remissions:

Organisations must not operate for private pecuniary profit.

Organisations must not receive any funding from government agencies or have any contracts
for fee for service with government agencies.

Organisations must not hold a liquor licence under the Sale and Supply of Alcohol Act 2012.
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= Gross annual income of the organisation must be less than $600,000.

= QOrganisations must operate on a voluntary basis and have no full-time and part-time paid
employees or contractors operating in this capacity.

= The charge of 50% of the general rate will cause the organisation extreme financial hardship
and/or cause the organisation to operate at a financial deficit.

32. Organisations must provide the following documents with their application:

33.

= Statement of Objectives

= Constitution or Trust Deed

=  Full Financial Statements

= Information showing extreme financial hardship and operating position
= [nformation on activities and programmes

= Information on funding sources

Each application shall be determined by Council on a case-by-case basis.

34. Applications for this remission must be made annually by the Sporting and Cultural

Organisation.

Community Organisation with Retail Shops

35.

The objective of this policy is to facilitate the on-going provision of the Community Organisation
(Needs Based) and their services to the residents of Hamilton. The remission is to acknowledge
the benefits these community groups deliver to the city by way of helping those in need and
supplying low cost items to the community.

Conditions and Criteria

36.

37.

The applicant must be a legally constituted charitable trust or incorporated society not for profit
which delivers social benefits to the community where neither government nor business is best
or appropriately placed.

The community retail shops will be rated at full commercial rates with a remission of 50%.

Council Owned Property

38.

The objective of this policy is to be administratively efficient by minimising unnecessary,
uneconomic transactions by removing rates transactions for some Council owned properties.
Council rates all its rateable properties but remits the rates on those properties that are used for
non-commercial purposes. Commercial or investment properties are rated on the same basis as
the private sector.

Conditions and Criteria

39.

The following Hamilton City Council owned properties are considered to be non-commercial in
their use and will attract 100% rates remission.
=  Properties classified as community assets.

= Administrative buildings.
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= Infrastructural assets for transport, water, sewerage, storm water, and solid waste
management.

= Sports facilities (including Waikato Stadium).
= Claudelands.

=  Carparks (when no fee is charged).

Water, Sewerage and Refuse Services

40. The objective of this policy is to not charge rating units for water, sewerage or refuse collection
services when Council has not made that service available to the rating unit or;
a. in the case of a residential water supply where Council is collecting the service
charge on a commercial metered rate.

Conditions and Criteria

41. A service is not available when the water supply or sewerage networks or refuse collection is not
able to be connected or provided to the property for physical reasons.

42. The remissions are as a rate in the dollar of capital and land value to recognise that portion of
the general and transitional rate that is to be remitted.

43. The rate in the dollar is calculated by taking the percentage that each of water, sewerage and
refuse collection services are of the general and transitional rate for each differential category.

44. No applications are required.

Change of Use — Commercial to Residential

45. The objective of this policy is to adjust the rates on Commercial properties to residential rates
where the property has changed use part way through the financial year.

Conditions and Criteria

46. Show homes:
= Show homes are rated commercial rates.
=  Where a show home is sold for residential use Council will calculate the difference in the
commercial and residential rate from the next instalment after Council was notified in
writing of the change of use.
= The difference between the commercial and residential rate will be remitted from the rates
for the remaining portion of the year.
47. Home occupation- Commercial:
=  Where a division has been created for a commercial activity in a residential property and that
commercial activity has ceased and the property is reverted to full residential use Council will
calculate the difference in the commercial and residential rate from the next instalment after
Council was notified in writing of the change of use.
= The property will be inspected to establish the criteria have been met.
= The difference between the commercial and residential rate will be remitted from the rates
for the remaining portion of the year.
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Delegation

48. The Chief Financial Officer or Revenue Manager may approve decisions on the application of the
remissions policies unless stated otherwise within this policy.

Postponement policy guidelines

Rates Postponement - Postponement due to Financial Hardship

1. The objective of this policy is to provide a measure of rating relief to property owners where the
full payment of rates would otherwise cause financial hardship.

2. Section 110 of the Local Government Act 2002 and Section 87 of the Local Government (Rating)
Act 2002 provides for Council to postpone rates in cases of extreme financial hardship. The The
Rating Act provides the necessary authority to grant relief after Council's full enquiry and on
being satisfied that financial hardship exists or would be caused by non-postponement.
Postponed rates are a charge against the property and must be paid either at the end of the
postponement term or when the property is sold, whichever is the earlier.

3. All applications for postponement will be treated on a case-by-case basis and approved/declined
by either the Chief Financial Officer or Revenue Manager.

4. Council has established base criteria against which the acceptability or otherwise of individual
applications for rates postponement relief on grounds of hardship will be able to be judged. In
Council's opinion, "hardship" may occur and a measure of relief may be able to be given when
all of the following aspects are present:
= The ratepayer is the property owner.

= The property is used by the ratepayer as his or her permanent place of residence.
= The property is used solely for residential purposes.
= The ratepayer has not less than 25% equity in the property.

= The total assets of the household are not more than those specified by the set formula The
assessed rates which would otherwise be payable, when compared with the total gross
annual income for the ratepayer's household, exceeds the appropriate figure as calculated
on the application form.

=  For those property owners whose disposable income is too low to clear both arrears and
current year's rates within a 24 month period, Council will consider the postponement of all
or part of the arrears that would not be cleared within a two year time frame. An
agreement to regularly pay a set amount to cover both current and the nominated amount
of arrears is assumed. Each application will be considered on its individual merits.

Total Assets Formula

5. The total asset formula is:
a. No property owner(s) would be eligible for rates postponement relief if the total
assets held exceed:

o The property to which the application for rates postponement relief
relates;
. Normal household chattels;
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U A car;

. Other assets of whatever nature (including cash and investments) with a
total value of more than $17,947 - (updated 1 July 2015, to adjust
annually by CPl index).

Household Income Formula

6.

The annual income formula proposed would have three elements to calculate the value of rates
postponed:
= |nitial Contribution

An initial contribution towards the cost of rates is charged before any relief is calculated.

This sum is likely to cover the cost of all utility services to residential properties calculated on
a uniform charge basis. This amount is $790 - (updated 1 July 2015).

The minimum rates payable figure is adjusted annually by the movement in the CPI.
= Additional Contribution

The ratepayer should pay at least one-third of the remainder due, i.e. one third of the
amount by which the rates exceed the initial contribution payable by the ratepayer.

=  Abatement

Where the annual income is in excess of the household income limit, the postponed amount
is reduced by $1 for each $20 of excess income. Council's current household income limit is
$16,980 - (updated 1 July 2015).

The household income limit is adjusted annually by the movement in the CPI and the
updated figures are disclosed in the Annual Plan/Community Plan each year.

(The income limit before abatement applies is a 50% increase on Government income limits
set for the Rates Rebate Scheme) and CPI adjusted since 1991 when the policy was first
introduced.

The formula followed to establish the amount of postponed rates will be based on the
above, combined with the general method used in the calculation of Government Rates
Rebate.

Applications for Rates Postponement

7.

10.

All applicants will be required to complete, in full, the application questionnaire annually. Staff
will conduct an interview with the applicant, supported, where considered necessary, by advice
and assistance from the Budget Advisory Service. The Chief Financial Officer will make the
decisions on eligibility for postponement under delegated authority from the Chief Executive.
The Chief Financial Officer and Revenue Manager may approve, in cases of extreme hardship,
the postponement of rates in accordance with Section 110 of the Local Government Act 2002
and Section 87 of the Local Government (Rating) Act 2002, subject to regular reporting of
decisions made under this delegation to the Finance Committee. When deciding that extreme
financial hardship applies, consideration must be given to any guidelines approved by Council.
The financial circumstances of successful applicants will be reviewed each year during the period
of postponement in order to ascertain whether the situation has changed. For this purpose it is
likely that the application questionnaire and a declaration will be required annually.

If the financial circumstances of the person in receipt of rates postponement improves during
the term that relief has been granted to the extent that the payment of rates in whole would
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not create a hardship, the remainder of the period of the postponed rates may be cancelled and

(o)
the applicant could be required to pay all current rates, together with postponed rates and any =
accrued interest. )

=

Process and Period of Postponement
11. When an application for postponement is approved, it is suggested that the following provisions
will apply:
= Postponement will first apply in the year a completed application is received. The amount of
rates postponed will not incur additional charges.
= |nstead of the Council requiring payment of the full annual rates bill in the year in which it
falls due, the ratepayer will be required to pay to the Council the appropriate amount shown
on the application form as the "Minimum Payment Scale". The balance of the total annual
rates bill will be postponed.
=  Any rates postponed shall be registered as a charge on the land.
= |nterest may be charged annually on the postponed rates at 10% p.a. or at the same rate of o
interest that would be charged by the Council's bankers on any overdraft in the Council's -E
name at the commencement of each rating year, whichever is less. 1)
= The total amount of all postponed rates and charges will be postponed: E
0 until the death of the property owner; or %
Fa)
0 until the applicant/occupier ceases to be the occupier (or one of the occupiers) of z

the land; or
= until a date when the applicant/occupier ceases to:
= use the property as his/her permanent place of residence; or to
0 use the property solely for residential purposes.

0 until a date upon which any of the statements certified by the applicant in the
application for rates postponement are found to have been incorrect at the time
they were made; or

0 until a date upon which all or any part of the rates due and owing by the property
owner from time to time, and not postponed, become overdue - whichever occurs
first.

12. In any case, rates postponement will be for a period of time not exceeding ten years from the date of
application.

Any Part of the Postponed Rates May be Paid at Any Time

13. Notwithstanding the above:
= The applicant may elect to "postpone" the payment of a lesser sum than that which he/she
would otherwise be entitled to have postponed under this policy.

= Any part of the postponed rates and/or interest charges may be paid at any time.

Ratepayers to be Given Details of Postponed Rates Each Year

14. Not less than once annually every ratepayer, a part of whose rates have been postponed under
this policy, will be provided with:
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= astatement showing the total annual rates currently due;

= a breakdown showing year by year the total amount of the postponed rates and interest
charges.

15. Following the end of the financial year, a schedule of rates postponed will also be provided to
Council (annually), listing all the properties for which rates postponements have been granted
and which remain outstanding.

16. When rates are no longer eligible to be postponed on the property, all postponed rates will be
payable immediately.

Prescribed Application Form

17. The prescribed application form for rates postponement relief under this policy is available from
the Revenue Manager.

Financing the Postponement Programme

18. Adoption of this policy represents a formal recognition of a loss of cash flow (at least initially).
However, once the programme has been in place a number of years, it might be expected that
the collection of previously postponed rates will finance current applications.

19. To the extent of this programme's acceptance, it is proposed the current loss of income will be
financed by Council's general cash resources and/or bank overdraft.

20. Note: This system complements the rates rebate programme and other schemes run by
Government and voluntary organisations. The criteria regarding "household assets and income"
have remained at the 1 July 1991 level, in line with the Government Rates Rebate Scheme
having also been held at the levels applying at that date.

Any Part of the Postponed Rates May be Paid at Any Time

21. Notwithstanding the above:

=  The applicant may elect to "postpone" the payment of a lesser sum than that which he/she
would otherwise be entitled to have postponed under this policy.

= Any part of the postponed rates and/or interest charges may be paid at any time.

Maori Freehold Land Policy Guidelines

Rates Remission and Postponement on Maori Freehold Land

The objective of this policy is:

= To recognise situations where there is no occupier or no economic or financial benefit is
derived from the land and there is no practical means of enforcing the rates assessed.

= To grant remission, (where part only of a block is occupied), for the portion of land
unoccupied and unproductive.

= To encourage owners or trustees to use or develop the land.

=  Where the owners cannot be found, to take into account the statutory limitation of time for
the recovery of unpaid rates.
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Council's current policy is that a remission of all or part of rates may be granted in respect of rating
units which are Maori freehold land in multiple ownership, where the land is both unoccupied and
unproductive.

This policy addresses the requirements prescribed under Section 108 and Schedule 11 of the Local
Government Act 2002 and Section 114 of the Local Government (Rating) Act 2002. Conditions and
Criteria are available on the council website.

Definitions
The following definitions are taken from section 5 of the Local Government (Rating) Act 2002:

=  Maorifreehold land means land whose beneficial ownership has been determined by the
Maori Land Court by freehold order.

=  Maorifreehold land in multiple ownership means Maori freehold land owned by more than
five persons.

=  Postponed rates means rates for which the requirement to pay is postponed.

= Remitted rates means rates for which the requirement to pay is remitted.
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RATING POLICY

Policy objectives and scope

1. The setting of rates is a complex process. Council must comply with the requirements of the
Local Government Act 2002 (LGA) and the Local Government (Rating) Act 2002 (LGRA).
2. Indoing so, Council must complete the following in order to set a lawful rate.
= As.101(3) analysis (see Funding Needs Analysis).
= Adopted a Revenue and Financing Policy (see the Long-term Plan).
= Adopted a Funding Impact Statement (see either an Annual or Long-term Plan).
= |f thought appropriate a Rates Remissions and Postponements Policy.
=  Adopt an Annual or Long-term Plan.
= Adopt a rates resolution, consistent with everything above.
3. Inorder to assist with this process Council has developed a number of policies that contribute to
the rates system being clear and understandable. These are included in this rating policy.
Policy
Description of Differentials
4. The following rates are rated differentially based on the use to which the land is put, the
location of the land and the area of the land.
= General rate
= Transitional rate
5. The LGRA Schedule 2 allows councils to rate based on each of these factors. The Council is able
to define that factor and rate based on that factor. A property may be described under different
rates as having different factors.
6. All references in this policy and the Funding Impact Statement to residential, commercial, BID

commercial and rural uses in targeted rates (except the transitional rate) use the terms as
defined for the general rate.

General Rate Differentials

7.

8.

The general rate is differentiated into four rating categories:
= Residential

=  Commercial
=  BID Commercial
=  Rural

These land uses are defined as follows:
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Table 1: General Rate Rating Categories

General Rate

Category

Description

Residential

All rating units:

i.  Used solely or principally for residential purposes and don’t meet the definition of
commercial or rural; or

ii. Land under development for a residential subdivision and no longer used
principally for rural purposes or bare land marketed for residential section sales
not under development.

iii. Vacant land in District Plan residential zones for residential use, any vacant land in
other District Plan zones that are predominantly used for residential purposes and
any land used for other purpose not specified in the category definitions.

iv. Any other rating units which do not meet the rating category description for
Commercial, BID Commercial and Rural.

Commercial

All rating units:

i Used solely or principally for commercial or industrial purposes; or

ii.  Used solely or principally for commercial residential purposes, including, but not
limited to, hotels, boarding houses, rest homes, show homes, motels, residential
clubs, hostels.
“Commercial residential purposes” are where a property is being provided for
residential accommodation at a fee with the average occupancy period of the
property not exceeding three months; or

iii. The area of a chartered club used for the restaurant, bar and gaming machines; or

i.  The commercial portion of the property, which is used for both commercial/
residential use, i.e. small business, operated from residential property; or

ii.  Vacant land located in District Plan; business, central city, knowledge and
industrial zones and any vacant land in other District Plan zones that are
predominantly used for commercial purposes.

BID
Commercial

All rating units that meet the definition of commercial above and are within the
Business Improvement District as shown on the map in Appendix Two.

Rural

All rating units more than 2,000 square metres, which are used solely or principally for
rural purposes. Rural purposes include agricultural, horticultural or pastoral purposes
and the keeping of bees or poultry or other livestock.

9. The allocation of cost to each of these differential categories is as follows for 2015/16:

Figure 1: General Rate Allocation Model
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10.

11.

12.

13.

14.

For the purpose of the allocation the BID Commercial rating category is included within the
commercial rating category.

This allocation is based on the allocation of costs to the general rate in 2014/15. Council has
selected this as the appropriate model for the allocation of rates by considering the overall
impact on rates as a result of the change from the land value general rate to this capital value
general rate.

Every three years at the time of a revaluation, the differential factor would normally be adjusted
to maintain the differential yield of the previous rating year. The next revaluation is 1 September
2015 for the 2016/17 rates. Due to the implementation of a new rates system this does not
allow for the normal adjustments to be made. For this reason the ratios applied to 2015/16 will
remain for 2016/17.

For the years 2017/18 and 2018/19 the differential factors will change based on changes in the
use of properties and budgets (e.g. as more rural land is subdivided the share of the rates the
rural sector pays will reduce).

The general rate allocation between rating categories for 2014/15 was based on a detailed
allocation of costs. This included the reduction or removal of some activities from some
differential categories where Council had decided the services were not provided (e.g. rural
ratepayers allocation is adjusted to recognise they are not receiving full mains water supply and
commercial ratepayers do not receive refuse collection services).

Transitional Rate Differentials

15.

16.

17.

The transitional rate is differentiated into seven rating categories:
= Residential

= Multi-Unit Residential
=  Commercial

= BID Commercial

=  Rural Residential

= Rural Small

= Rural Large

The transitional rate is being implemented to transition the impact of the change from the land
value general rate to a capital value general rate over 10 years. Accordingly, the transitional
rate is being assessed substantially on the basis of the land value general rate for 2014/15,
including its differentials. However, in 2014/15 there was a rating differential category for Inner
City Residential. This category existed to reduce the rate for residential properties that did not
receive a refuse collection. These properties will now receive a rates remission for this service
they do not receive, eliminating the need for a differential category.

These land uses are defined as follows:

Table 2: Transitional Rate Rating Categories

Transitional Description

Rate Category

Residential All rating units:

i.  Used solely or principally for residential purposes and don’t meet the definition
of commercial or rural; or
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ii. Land under development for a residential subdivision and no longer used
principally for rural purposes or bare land marketed for residential section sales
not under development.

iii. Vacant land in District Plan residential zones for residential use, any vacant land
in other District Plan zones that are predominantly used for residential purposes
and any land used for other purpose not specified in the category.

iv. Any other rating units which do not meet the rating category description for
Multi-unit Residential, Commercial, BID Commercial, Rural Residential, Rural
Small Holdings and Rural Large Holdings.

Multi-unit
Residential

All rating units used solely or principally for three or more residential
dwellings/households on a single title including residential centres, but excluding
properties categorised as Commercial.

Commercial

All rating units:

iv. Used solely or principally for commercial or industrial purposes; or

v. Used solely or principally for commercial residential purposes, including, but not
limited to, hotels, boarding houses, rest homes, show homes, motels, residential
clubs, hostels.
“Commercial residential purposes” are where a property is being provided for
residential accommodation at a fee with the average occupancy period of the
property not exceeding three months. Hostel is the residence or lodging place
for persons.; or

vi. The area of a chartered club used for the restaurant, bar and gaming machines;
or

iii. The commercial portion of the property, which is used for both commercial/
residential use, i.e. small business, operated from residential property; or

iv. Vacant land in District Plan business, central city, knowledge and industrial
zones and any vacant land in other District Plan zones that are predominantly
used for commercial purposes.

BID
Commercial

All rating units that meet the definition of commercial above and are within the
Business Improvement District as shown on the map in Appendix Two.

Rural
Residential

All rating units more than 2,000 square metres, used solely or principally for residential
purposes as the home or residence of not more than two households which receive full
water and wastewater services from the Council.

Rural Small
Holding

All rating units more than 2,000 square metres and less than 10 hectares, which are
used solely or principally for rural purposes. Rural purposes include agricultural,
horticultural or pastoral purposes and the keeping of bees or poultry or other livestock.

Rural Large
Holding

All rating units 10ha and more, which are used solely or principally for rural purposes.
Rural purposes include agricultural, horticultural or pastoral purposes and the keeping
of bees or poultry or other livestock.

18. The allocation of cost to each of these differential categories is as follows:
Table 3: Transitional Rate Allocation Model

Transitional Rate Category Allocation of Cost

Residential 63.2%
Multi-unit residential 1.7%
Commercial 33.9%
Rural Residential 0.1%
Rural Small Holding 0.8%
Rural Large Holding 0.3%
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19.

20.

21.

22.

For the purpose of the allocation the BID Commercial rating category is included within the
commercial rating category. This has the effect of any loss in revenue from a reduced BID area
general rate factor remaining allocated within the commercial sector.

This allocation is based on the allocation of costs to the general rate in 2014/15 and applies to
the transitional rate. The model for the general rate allocation between rating categories for
2014/15 was based on the detailed allocation of costs. This included the reduction or removal
of some activities from some differential factors where Council had decided the services were
not provided (e.g. rural ratepayers allocation is adjusted to recognise they are not receiving
water supply and commercial ratepayers are not receive refuse collection services).

Every three years at the time of a revaluation, the differential factor would normally be adjusted
to maintain the differential yield of the previous rating year. The next revaluation is 1 September
2015 for the 2016/17 rates. Due to the implementation of a new rates system this does not
allow for the normal adjustments to be made. For this reason the ratios applied to 2015/16 will
remain for 2016/17.

For the years 2017/18 and 2018/19 the differential factors will change based on changes in the
use of properties and budgets (e.g. as more rural land is subdivided the share of the rates the
rural sector pays will reduce).

Targeted Rates - Services Category

23.

24.

Services category of ratepayers are a group of ratepayers that are defined by the use the rating
unit is put for the purpose of charging water, sewerage and refuse collection targeted rates.
Services category rating units are defines as rating units that are provided with one or more of
water, sewerage or refuse collection services and are used:

= Asareserve under the Reserves Act 1977.

=  For conservation, wildlife management or preservation purposes and not for private
pecuniary profit and accessible to the public.

= By council for:
0 Public garden, reserve, or children playground.
0 Games and sports.
0 Public hall, athenaeum, museum, gallery or similar institution.
0 Public baths, swimming baths and sanitary conveniences.
0 Cemeteries or crematorium.
= By the Queen Elizabeth the Second National Trust
= By the Royal Foundation of the Blind, except as an endowment.

= By or for an education establishment, special school or other institution under s159(1) of the
Education Act 1989.

= By a district health board for health and health related services.

= Solely and principally as a place of religious worship, Sunday or Sabbath school or other form
of religious worship and not for private pecuniary profit.

=  As Maori meeting house that is Maori freehold land not exceeding 2ha.
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=  As railway or for the loading and unloading of goods or passengers from trains.

=  For the free maintenance or relief of persons in need, not exceeding 1.5 hectares.

Rates based on location

25.

26.

Council has established one rate based on the location of a rating unit. Rating boundaries have
been drawn with the intention of encompassing entire rating units. Should a boundary split a
rating unit Council will rate the property based on the predominate use of the property.

The Business Improvement District map is shown in Schedule 1. and is used for the General,
Transitional and BID rates.

Separately Used and Inhabited parts

27. Council has elected to rate all fixed rates on the basis of separately used or inhabited parts of a
rating unit.

28. Council must define the term in its funding impact statement in each Annual Plan or Long-term
Plan.

Divisions

29. A division is the separation of parts of a property record in the District Valuation Roll (DVR) into
two or more parts in the Rating Information Database (RID). A division is done only for the
purpose of charging the correct rates liability according to the properties use.

30. Council has elected to undertake the division of properties, where there are two or more uses
(being the rating categories, or as non-rateable or 50% non-rateable properties).

31. Where a division is required Council measures the area of the property applied to each use and
requests its valuer to apportion the values of the DVR to these portions.

32. Where a division is not required rates based on use or location shall be calculated on a

properties predominant use.

Rates Payable by Instalments

33.

34.

Council provides for rates to be paid in four equal instalments. A ratepayer may elect to pay
weekly, fortnightly, monthly by automatic payment through the banking system. Rates can also
be paid by direct debit (weekly fortnightly, monthly or quarterly), internet and other banking
methods.

Any payments received for rates are applied to the oldest debt first.

Minimum Economic Rate

35.

Council will not collect the rates payable on a rating unit if the sum of those rates is so small as
to be uneconomic to collect. Council has determined that it is uneconomic to collect rates owing
on any rating unit of less than $20.00 (including GST) per annum.

Rates Penalties

36.
37.

Council must set its rates penalties as part of its rates resolution.
Generally Council will resolve the following penalties:
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= A 10% penalty is added on the next day to any balance of any instalment not paid by due
date.

= A 10% penalty will be added to any balance that remains unpaid from previous years. This
will be added on 1 July of each year, or 5 working days after Council has passed the rates
resolution (whichever is the later).

= A further 10% penalty will be added to rates that remain unpaid from previous years. This
will be added 6 months after the penalty made in 2 above.

38. Any payments received for rates are applied to the oldest debt first.

Three Yearly Revaluations of Property Values

39. Council has chosen to revalue rateable property values of properties every three years, the
maximum timeframe allowed by the Rating Valuations Act 1998. The next revaluation is as of 1
September 2015 for effect in the 2016/17 rating year.

40. The revaluation may affect the amounts assessed against individual rating units within each
differential rating sector relative to other rating units in that sector.

Public Availability of Information

41. Council may charge a fee for supplying any person with a copy of information from the rating
information database.

Objections and Disputes

42. The Local Government (Rating) Act 2002 provides for the right of objection to Council’s
implementation of their rating policies. Any objections to the allocation of property use to the
council differential categories needs to be in writing to the Revenue Manager for consideration.

References

43. Funding Needs Analysis, section 101(3), provides the background and analysis to explain the
funding decisions made by Council. It is guided by the funding principles and choices of funding
sources documented in the Revenue and Financing Policy.

44. The Revenue and Financing Policy further clarifies the funding requirements of Council.

45. The Funding Impact Statement is included in each Long-term Plan and Annual Plan as required
by clauses 15 or 20 of schedule 10. That statement shows the results of the detailed rates
calculation for the first year of the plan.

46. The Rate Remissions and Postponements Policy provides information on rates that are reduced
to implement policy objectives that affect the overall liability for rates a property has. It also
provides options for individuals to postpone rates in particular specified circumstances.
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Schedule 1: Rating Maps
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Hamilton City Council

Te kaunihera o Kirikiriroa

council report

Commiittee: Council Date: 4 June 2015

Report Name: Deliberations on 2015 Draft Author: Greg Carstens

Development Contributions

Policy
Report Status Open
The Development Contributions Policy is a key policy
Strategy, Policy or Plan context that delivers on the Hamilton Plan goals that relate to
having a sustainable growing city.
The Draft 10-Year Plan includes budget to operate the
Financial status policy, and revenue is forecasted from the policy from 1

July 2015.

Assessment of significance

Having regard to the decision making provisions in the
LGA 2002 and Councils Significance Policy, a decision in
accordance with the recommendations is not
considered to have a high degree of significance

N

Purpose of the Report

This report summarises the key issues from submissions on Council’s Draft 2015/16
Development Contributions’ Policy (“Draft Policy”).

The report provides analysis of key issues raised and seeks Council decisions on recommended
changes to the Draft Policy ahead of the statutory requirement to adopt an updated
development contributions (“DC”) policy no later than 30 June 2015.

Executive Summary

21 submissions were made from individuals and organisations to Council’s Draft Policy.
Feedback was received on 9 themes relating to the DC Policy, and the DC model that is used to
generate the DC charges.

Many submitters made comment on the difficulty at gaining understanding and a sense of
transparency with the DC policy and model. This perceived lack of transparency is in part the
result of the complex model that has been generated over recent years in response to
developer requests for more catchment areas and stronger causal nexus links.

Some feedback can be easily accommodated within this review and where this is the case it
has been noted in the report or recommended to Council for a decision. Other feedback, which
may not be supported by other submitters, will require more substantive policy changes and
remodeling. It is recommended that these issues are referred to a working group of developer
representatives and Council to work through in more detail following adoption of a new policy.
It is proposed that a Terms of Reference for this working group is developed and considered by
Council at its adoption meeting of 30 June 2015.

Some submitters have requested that while this process proceeds, that the DC charges be
capped at the level contained in the 2013 Policy during 2015/16. While this is an option for
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10.

11.
12.

13.
14.

15.
16.
17.

18.

Council, it is not recommended by staff or legal advisors as there is not a strong policy
rationale to introduce such a cap.

The report requires Council to make decisions on a number of policy matters so that the DC
Policy, model and resulting charges can be updated ahead of final adoption on 30 June 2015.
As part of internal quality assurance on Council’s DC model, PricewaterhouseCoopers (“PwC”)
have reviewed the model and are comfortable with it and have not raised any significant issues
with how the model operates given the complexity of Council’s DC Policy.

Recommendations
a) That the report be received.

b) That a working group be established to work with the development community during
2015/16 on Council’s Development Contributions Policy and Growth Funding Policy, and
that staff report to Council on 30 June 2015 with draft Terms of Reference for this
working group.

c) That the Producers Price Index (PPI) adjustment be removed from the policy.

d) That the timeframe for application for a remission of an advised development
contribution be extended from 20 to 30 working days.

e) That Council note the proposed staff responses to the submission themes outlined in
section 57.

f) That the Development Contributions Policy reflecting changes outlined in this report be
presented to Council on 30 June 2015 for adoption, noting an effective date of 1 July
2015.

Attachments
Attachment 1 - List of submitters to DC Policy

Attachment 2 - Main submission themes
Attachment 3 - Detailed discussion of submission themes

Policy review

Background

Council is required to make decisions on the Draft Policy and have an updated policy to reflect
the changes to the LGA adopted no later than 30 June 2015.

The recent changes to the LGA in August 2014 have:

. Introduced requirements for additional statutory disclosures of information underlying
the calculation of DC's.
. Substantially narrowed the ability of councils to collect DC’s for community

infrastructure. Council made a decision in October last year to cease charging this
component entirely.

. Provided developers with more opportunities to challenge individual DC charges.

° The changes include a series of ‘DC principles’ and also explicitly provides territorial
authorities the ability to use averaging approaches in the calculation of charges, and
consider administrative practicability when developing a policy.
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19.

20.

21.

22.
23.

24,

25.
26.

27.

28.

29.

30.

31.
32.

The last review of the policy was undertaken during 2012/13. This involved:

. A significant focus on strengthening the link and transparency between individual
projects and development in particular parts of the city — the ‘causal nexus’ issue. This
was supported by previous submitters to the policy.

. This was achieved by increasing the number of catchments used in the policy from a
basic approach using 3 catchments to a sophisticated 32 catchment approach.
° A large and thorough process to assess cost allocations for each project, including legal

and economic input and advice on the method of assessment.
Council staff meet regularly with members of the development community through sector
meetings and for matters relating to individual developments. Limitations and interpretation
of the DC policy are often discussed as part of these engagements. Staff are regularly made
aware of aspects of the DC regime that are not supported by developers and discuss these at
length and explore options.

DC’s involve large sums of money and objections to their use are experienced across the
sector. The review of the policy has been undertaken in this wider context.

Next steps

Following Council deliberations and decisions made in response to issues raised in this report,
staff will:

° Amend the Draft Policy
. Reflect changes in the DC model and generate updated charges
. Develop terms of reference for a working party

The Final DC Policy including updated charges will be provided to Council for formal adoption
at its meeting on 30 June 2015.

Strategic alignment

The Draft Policy is based on the Draft 2015-25 10-Year Plan capital programme. If Council
makes changes to the 10-Year Plan then these changes will need to be reflected in the updated
Draft Policy and any resulting charges.

The DC policy is a key mechanism to fund growth in Hamilton. The policy helps to deliver on
the following Hamilton Plan goals:

. Our books are balanced

. Being the third city economy

° Having ‘outstanding infrastructure’
. ‘Strong commercial central city’

In order to effectively deliver these goals, the policy needs to balance the need to raise
revenue to fund infrastructure critical for growth, and balance the affordability and
competitiveness of Council’s charges in relation to other centres competing for capital
investment from developers.

The wider context should also not be forgotten, which is that the government enacted the DC
legislation in 2002 with the intention that developers should contribute a significant share of
the costs of growth infrastructure.

The Draft Policy seeks to balance these competing challenges and staff have made
recommendations in this paper following consideration of these matters.

Legislative requirements or legal issues

Changes to the Local Government Act during 2014 have altered the empowering legislation for
Development Contributions. The Draft Policy includes changes that have been made to reflect
the changed legislation.

Council Agenda 4 June 2015- OPEN Page 88 of 140



33.

34.
35.

36.

37.

38.

39.
40.

41.

42.

43,

44,

45.

A number of the submissions to the Draft Policy have challenged the lawfulness of it. The
legislative framework for the DC Policy is complicated and requires a high level of expertise to
interpret it correctly. All such claims, and any other relevant risk matters, have been
investigated by legal counsel who's advice is that the claims of unlawfulness made in the
submissions do not represent a strong argument in law.

Feedback themes and analysis

In each section the themes are discussed and a recommended approach to feedback for
Council to respond to is provided.

Submissions have been analysed and grouped into 9 broad themes:

e  Establishment of a working group and e  Assessment and payment
capping charges at current rates Policy document

e  Cost allocations e Engagement

e  Catchments Private Developer Agreements

e  Charge level

e  Model and technical assumptions

A total of 21 submissions were received on the Draft Development Contributions Policy.
Several of the larger development companies commented on many of the issues presented in
this paper, but many only commented on a few, and some made only a single point.

The list of submitters (see Appendix 1) included large development groups or bodies,
surveyors, and a large local business. This represents a small number of submissions when
compared to the previous policy review in 2013.

The main submission point themes are detailed in Appendix 2.
Working group

The concept of a working party has been discussed with key stakeholders, in particular the
Property Council and Tainui Group Holdings (TGH), to address a variety of issues raised by
stakeholders during the submission process, and matters of contention and legacy issues that
have existed from prior years.

Major themes that might be addressed by such a group include issues of transparency with the
DC policy, and requested changes to the policy that might result in concessions typically for the
financial benefit of developers. A working group could be established made up from:

. Representative elected members

. Development community representatives (covering a range of types of developments
and areas of the city but certainly including the Property Council and TGH)

. Senior Council staff and advisors

. Input from external consultants

The working group would look at some of the key matters raised through the recent
submissions process, and more generally the structure and content of the policy, with a view
to recommending policy changes back to Council as part of a subsequent policy review
alongside the 2016/17 Annual Plan process.

The working group would also have an educational benefit for its members who would gain a
better understanding of a range of matters relating to Council’s DC Policy.

Staff recommend that a working group be established as outlined above and that a preliminary
terms of reference be provided to Council for consideration as part of the adoption meeting
for the final 2015/16 DC Policy on 30 June 2015.
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46.
47.

48.

49,

50.

51.

52.

53.

54.

55.

56.

57.

58.

59.

Capping charges at the current rates

The Property Council stated in its submission that in order to lessen the risk of litigation on the
policy, Council should cap the charges in the policy at the operative 2013/14 policy level.

Council has the ability to charge less than the charge that is calculated through the DC model,
but not more. Going forward, the effect of charging less than the modeled charges would
result in less DC’s being collected with any budget shortfall being instead funded through rates.

It is estimated that the financial impact to Council over the next 12 months, with charges in the
new 2015/16 policy capped at the 2013/14 policy rates, would be a reduction in DC revenue of
between $750k and $1m. Additionally, there is a risk of foregoing up to $4m of DC revenue
over the 10-Year Plan period locked in for up to 8 years at the lower rate, taking into account
some increased rates of development and associated lower charges.

While it is always an option for Council to cap charges, this is not supported by staff. Mitigating
the risk of a legal challenge is not considered a reasonable policy rationale to support capping
charges.

The proposed Draft Policy charges are for the most part lower than the current policy’s, with
the exception of Rotokauri. The Rotokauri charge has increased on average $10,000 per
section due in large part to a $30m stormwater solution required to manage effects over the
long term.

If all charges were capped at the current rates this would have the effect of subsidising
Rotokauri residential development by approximately $10,000 a section, with minimal capping
relief to other parts of the city. This is a risk that other developers object to what would be
seen as a selective subsidy for a small number of developers.

It is noted that the party requesting this overall cap on charges conversely objects to the
current caps on charges in the Draft Policy, suggesting similar litigation risks.

The Property Council submit that Council’s non-residential charge caps are inconsistent with
the law and because of that Council faces likely litigation. This contradicts a separate section of
the same submission which seeks a citywide cap on all DC’s by fixing charges at the current
policy rates, and states that litigation is likely too if that were not done.

Legal advice is that the policy and resulting charges are based on solid rationale and the Draft
Policy is legally robust, and that there is no need to cap charges at the current levels from a
litigation perspective.

It is not recommended that Council cap 2015/16 charges at the 2013/14 levels.

Responses to submission topics

Due to the complexity required to address some of what are sophisticated submissions from
experienced parties, the discussion and rationale for conclusions can be lengthy and technical.
In the interests of readability, the following table provides proposed responses to identified
topics of submissions with a minimum of commentary. The detail appears in Appendix 3 of this
report.

It is worth noting that receiving only 21 submissions across the entire city means that most
developers and a large part of total DC revenue (being mum’s and dad’s, small to medium
subdivisions and small businesses) have not presented their views to Council directly. Staff
have indirectly taken common interests of the wider development into consideration in its
recommendations using general knowledge from regular contact with many developers, to
take account of fairness and reasonableness for the wider community as per the purpose of DC
provisions in the LGA.
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(Recommendations to Council are highlighted)

Submission Theme

Proposed response

Cost allocations

Transparency

It is recommended that a working group be established to work with the
development community during 2015/16, and that staff report to Council on 30
June 2015 with draft Terms of Reference for this working group.

Open-access infrastructure

Some cost allocations were found to be in error or inconsistent with other
allocations in this regard. These will be amended as appropriate.

Methodology

Cost allocation methodology be addressed through the working party process.

Information requests

Staff will provide further specific information on project cost allocations that is
requested by individual submitters.

Increase charges and
developer share of costs

Not recommend to increase charges without project and cost justification as
considered unlawful.

Catchments The current and proposed catchments be retained.

Charge level Non-residential charge caps be retained.
Cap charges at 2013/14 Not recommended that Council cap 2015/16 charges at the 2013/14 levels.
Policy rates

Pay lesser of applicable and
operative policy

Not recommended for inclusion in the Draft Policy based on legal advice.

Model assumptions

Staff amend the formulae for calculating DC’s as expressed in the policy so they
are clearer.

Interest rate

The interest rate used in the DC model be realigned to Councils average cost of
capital interest rate (which has recently reduced from 6.3% to 6.1%).

Conversion A review of Policy conversion factors be addressed through the working party.

PPI It is recommended that the Producers Price Index (PPI) adjustment be removed
from the policy.

Inflation No changes be made in respect of capital cost inflation.

Model review

Staff make the (minor) amendments to the Model highlighted in the PwC DC
Model review.

Assessment and payment

Payment deferral

Not recommended that Council expand the qualifying criteria to defer payment
of DC's.

Land use payments

Council make a minor amendment to policy wording regarding charging on land
use consents, which retains Council’s rights but is less general in its application.

DC credits

Not recommended that the credits provisions be expanded as requested, or that
DC credits be noted on LIM reports.

Policy document

Not recommended that Council introduce a special assessments provision. Such
a provision is not required by law, and Councils existing remission process serves
as a reasonable alternative.

Remissions

It is recommended that the timeframe for application for a remission of an
advised development contribution be extended from 20 to 30 working days.

LGA references

Additional (non mandatory) LGA references be added, but not if it makes the
policy unnecessarily long or confusing.

Additional content

Requested disclosure, which is complicated and would need to be compiled, be
provided separately or through the proposed working party.

Growth Funding Policy

Examining Council’s Growth Funding Policy be part of the proposed working
group process.
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60. Financial Implications

61. The proposed changes to the DC Policy are estimated not to have a material impact on DC
revenue and that the budget for DC revenue in the 2015-25 10-Year Plan remains appropriate.

62. Specific DC charges resulting from the changes to the DC Policy and model will be reported to
30 June 2015 Council meeting.

63. Risk

64. There are three significant risks identified with adoption of the DC policy.

. Staff resourcing and organisational changes
. Legal challenge
° Adoption of a compliant policy by 30 June 2015

65. Staff resourcing and organisational changes

66. A significant risk exists in relation to maintaining the necessary skills and knowledge regarding
development contribution policy especially with the recommendation to create a DC working
group.

67. Over the next few months there are changes occurring with key staff responsible for
development contribution policy and management including the resignation of a key senior
staff member who is relocating overseas. This will leave interim gaps in knowledge and
experience during the recruitment and training phase. In addition, the current proposed
restructure shows a realignment of management roles for development contributions. For an
interim period this will also impact the available knowledge relating to the development
contributions and require significant consultant resource to support any working group process
adequately.

68. Legal challenge

69. A number of submissions suggested that a legal challenge could be made to Council’s policy.
Where this has been suggested, legal advice has been taken from Council’s solicitors and
recommendations in this report have been prepared taking on board this advice. Specifics
relating to legal challenges are set out in Appendix 3.

70. Adoption of a compliant policy by 30 June 2015

71.  Council must have an updated policy adopted by 30 June 2015. If Council wants to make
substantial or complicated changes to policy direction this may mean that the necessary
modelling cannot be undertaken in time to complete charges calculations for the Policy review.

Signatory

Authoriser Blair Bowcott, General Manager Performance Group
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Appendix 3 - Detailed discussion of submitter themes

10.

11.
12.

13.
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This appendix contains the discussion and rationale for conclusions referred to in the main report.
Because of the complexity required to address some of what are sophisticated submissions from
experienced parties, the discussion and rationale for conclusions can be lengthy and technical.

General recommendations and staff responses below are shown in grey boxes. For formal
recommendations seeking decisions from Council, refer to the main report.

Cost allocations

The term ‘cost allocations’ refers to the way in which the DC Model takes all of the costs in the 10-
Year Plan capital programme that are related to growth, and attributes them to various areas of the
city (including citywide), and then charges them to developments in those areas. The LGA dictates
how this is to be done and sets out the rules that must be followed in doing so. It requires assessing
the extent to which development causes and benefits from the new infrastructure in each area.
Council reviewed its application of these rules and formalised this in methodology documents for
the 2013 Policy.

Some submitters noted that these documents have not been updated for the current policy. The
reason for this is that there have been no material changes to the methodology. Staff will,
however, confirm and re-date the documents through the consultants that developed them (Covec
Ltd and Brian Smith Advisory Ltd).

Concern was raised over the complexity added through the use of methodologies. Issue was also
taken with a perceived lack of transparency in Council’'s current cost-allocation process which
contributes to a lack of accountability for DC funded expenditure.

Staff acknowledge that the way DC policies are developed and the calculation of charges is
complex, but hold that this complexity is required in order to reduce the amount of cross-
subsidisation between developments in different areas and between developers and ratepayers.

It is proposed that certain key concerns around transparency be addressed through a working
party process, as suggested by a number of submitters

Concerns were also raised that the current allocations systematically understate the benefit of new
open access infrastructure (e.g. parks and major arterial roads) to existing ratepayers. Staff
maintain that this is not the case, as the level of benefit to existing ratepayers is explicitly
addressed through the current cost allocations methodology.

A full day workshop with consultant Fraser Colegrave (Insight Economics) and engineers addressed
each cost allocation point raised by submitters, which inform amendments and recommendations
in this report.

A small number of cost allocations did contain minor errors and will be amended as appropriate.

There may be some cases in which the application of this methodology can be debated. Specific
examples raised by the submitters, and suggestions of using simple population growth or average
unit costs (including existing users) to set the charges, ignore the element of causation in Council’s
cost allocation methodology. Following the submissions, Staff have reviewed the most significant
allocations for open access infrastructure and adjusted a small number of allocations the benefit
portion was overstated in error.

Submitters noted that some of the Council’'s DC funded capital costs, including modeling and
investigation work needed for growth infrastructure, that these costs are not eligible under the LGA
for recovery via DCs. Staff have consulted with legal and technical specialists on this matter and
support retaining Council’s current position on these projects. Council’s capitalisation policy has
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14.

15.

16.

17.

18.

19.

20.
21.

22
23.

24,

25.

26.
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recently been reviewed, and determined that these items should be capitalised. These items relate
to growth, as design and planning precede and are necessary for the delivery of physical
infrastructure.

Some submitters raised concerns over cross-subsidisation between catchments, with particular
reference to the citywide and infill allocations unduly pushing costs onto the greenfield catchments.
A number of specific examples of cost allocations were also identified by submitters as being
problematic.

Staff do not recommend a change to the fundamental approach to cost allocations.

Staff agree to deliver direct to the submitter further disclosure of specific complicated information
sought. This information will include:

e Afull mathematical formula for calculating DC’s
e Full copies of the growth and demand models
e Re-dated methodologies

e Other assorted requested documents and information.

Two submitters argued that developers should pay a larger share of costs than is currently the case,
however the LGA prevents this.

For noting purposes, HCC is considered a sector leader in cost allocation and the granularity of its
approach in order to deliver the fairness and equity of which the development community holds
paramount. Its approach was ratified through technical and legal experts, including by Queens
Counsel legal review.

Staff do not recommend any increases to DC charges above those determined by the DC model.

Catchments

Catchments are the areas referred to in the main report, and are a combination of District Plan
growth structure plan areas, and waters catchments from geotechnical reports. Council’s 2013
policy uses 32 catchments overall, including 10 general catchments based on ‘growth cells’
identified in the District Plan such as Rototuna, Rotokauri, Peacockes, and Ruakura. There are 2
wastewater catchments, and 19 stormwater catchments to better reflect the actual flow of
stormwater.

Council’s previous 2012/13 Policy had only 3 catchments.

The principal reason for the revision and expansion of catchments was to address developer
concerns and strengthen the causal nexus between the location of growth infrastructure and new
development, and draw more sophisticated links between the causes and benefits to developments
in an area of that infrastructure.

The development community has and will always call for more measures and amendments that
ultimately speak to individual developments and lower charges.

The purpose and intention of the DC provisions in the LGA is to allow a quite general approach to a
DC charging regime. Councils shift from 3 catchments to 32 was a radical change prompted by
major developers during submissions and hearings in 2012/13, who are also submitting on the
current Draft Policy.

Council’s approach to cost allocations places it as a national leader in granular catchment use
especially when considering the compact nature of our city.
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Staff recommend that the current DC catchments be retained.

Capping charges

DC charges are an output of the DC Model, and are calculated in such a way that complies with
legislative requirements. They recover capital expenditure over the long term, and therefore
represent significant sums of money. Submitters and developers often object to the quantum of
charges, despite their legitimacy.

Council’s current and proposed practice of capping non-residential charges was supported in one
submission, opposed in another, and a third submitted that the charges distort the operations of
the market, and potentially infringe the causal nexus test, and state that litigation is a likely
outcome.

The non-residential charge caps provide consistency of charging between policy reviews, preserve
Council’s long term strategic planning investments, yields, and outcomes in greenfield cells. Some
developers in dis-advantaged catchments may view this as inequitable.

Council’s legal counsel’s view is that its method and approach to the current caps in the Draft Policy
is lawful.

It is recommended that non-residential charge caps are be retained.

The Property Council submit that Council’s non-residential charge caps are inconsistent with the
law and because of that Council faces likely litigation. This contradicts a separate section of the
same submission which seeks a citywide cap on all DC’s by fixing charges at the current policy rates,
and states that litigation is likely too if that were not done.

It is not recommended that charges be capped at the current rates in the 2015/16 Policy.

One submitter requested that where the charge for a development that was consented under a
previous policy (when the charge is crystallised, and comes to pay DC’s today, should pay the lesser
of the charge payable and the current charge as if it were assessed today. Legal advice is that this
may be inconsistent with the LGA and therefore cannot be included in the policy.

Model and technical assumptions

Council’s DC charges are calculated through a complex model and are based on a number of
technical assumptions. Submitters raised a number of issues in relation to this.

Firstly, there is a suggestion that the basic methodology approach using NPV to account for
financing costs associated with growth related expenditure is not lawful under the LGA. Staff have
consulted with legal and technical specialists on this matter and who support retaining the current
approach. Any concerns and possible alternative methodologies can be discussed via the proposed
working party.

Secondly, submitters saw a conflict between how two formula were expressed in the policy. This is
the equivalent of mathematical semantics, and can be remedied by expanding and clarifying the
formula and including it in the final policy on 30 June. This was simply a matter of misunderstanding
by the submitter.

It is recommended that staff address the way in which the formula for calculating DC’s is
expressed in the policy so it is clearer.

There was also concern that the interest rate used by Council (6.3%) is too high and should be
lowered to 4% in line with the NZ Debt Management Office 10 Year rate. Staff note that the
funding period for most DC projects is considerably longer than 10 years, up to a maximum of 30
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years, and that the rate currently used is in line with the rate used by Council in preparing the 10-
Year Plan and 30-year Infrastructure Strategy. These rates have, however, recently been revised
downwards slightly, and the DC Policy rate will be adjusted down to 6.1% in line with these
changes.

It is recommended that the interest rate used in the DC model be realigned to Councils average
cost of capital interest rate (which has recently reduced from 6.3% to 6.1%).

An issue was raised with Council’s conversion factors to translate non-residential growth into
residential equivalents. To review these conversion factors new NZTA surveys would need to inform
it, and other modelling would need to be undertaken which is not achievable in the current
timeframes.

It is recommended that a review of policy conversion factors be addressed through the working
party process.

Finally, concern was raised over the application of adjustments to DC costs and charges for inflation
and escalation through the Producers Price Index (PPI).

Removing PPl will have a financial impact, estimated to be in the order of $2m over the 10 year
period, however, as the submitters point out, the recovery of these costs is potentially in conflict
with the legislation. Legal counsel supported the removal of PPI.

It is recommended that the Producers Price Index (PPI) adjustment be removed from the policy.

Staff disagree with a contention that the recent changes to the LGA make PPI the only form of
inflation to be considered in calculating the DC charges but do agree that charging PPl and inflating
capital costs could be more concisely applied. If the recommendation above was adopted, this
would not be an issue, and legal advice is that there is some risk if PPl were to be retained.

It is recommended that no changes be made in respect of capital cost inflation.

Model review

As part of internal quality assurance on Council’s DC model, PricewaterhouseCoopers (“PwC”) have
reviewed the model to ensure that the model:

. assumptions and workings reflect Council’s policy.

. calculations and formulae work correctly.

. logic is sound and appropriate.

. The model is consistent with the policy and the LGA.

The model review will be completed throughout June 2015 as part of the finalization of the
2015/16 DC Policy.

In general, PwC are comfortable with the model and don’t see any major issues with how the
model operates given the complexity of Council’s DC Policy.

Early findings from the review process indicate that the model is very complicated reflecting a
complex DC Policy with many catchments for different types of infrastructure. This policy
complexity has grown over recent years in response to development community requests to make
stronger links between requirements for new infrastructure and individual developments (for
example this this has resulted in 19 stormwater catchments alone). It has resulted in a paradox
where as more transparency is sought between causation and benefits of individual projects, the
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model becomes so complicated that it is hard to understand. The effect is that overall transparency
and understanding becomes more difficult.

PwC have suggested that it would be very difficult for non-technical staff to understand the model
and its workings.

Through the review of the model, PwC have identified a number of minor calculation issues that are
being reviewed by staff and, if required, adjustments are being made to the model as a result. Any
adjustments will be included in the model version that is used to generate charges for the Final
2015/16 Policy.

At the completion of the model review, PwC will prepare a report for stakeholders of the model.
This will be a key piece of independent advice on the model for both Council and the development
community.

Assessment and payment

Timing of payment and the opportunity to defer payment of DCs were raised by a number of
submitters. Under the LGA development contributions may be assessed on application for resource
consent, building consent and/or application for service connection.

Members of the development community have requested that the options for deferral of payment
from the above triggers be expanded to cater to a greater range of developments across the city.
The Draft DC Policy includes a postponement of payment provision, however this is limited to
subdivision consents granted between 1 July 2008 and 30 June 2014 and will only be considered in
cases in which the development leverages off existing catchment-specific infrastructure.

The LGA clearly outlines the circumstances under which development contributions are payable
and for purposes of transparency and certainty it is advised that the triggers mirror these.

It is not recommended that Council expand the qualifying criteria to defer payment of DC's.

It has also been requested Council provide clarification around the DC payment triggers outlined in
the policy. Section 12 of the Draft Policy clearly outlines the payment triggers for DCs as per the
LGA, but staff will consider any minor amendments such as an introductory statement and plain
English clarifications, which could further clarify what these are.

It was also raised in a submission whether leniency may be shown where it is determined that DCs
are payable on the commencement of a land use consent.

It is recommended that Council make a minor amendment to policy wording regarding charging
on land use consents, which would retain Council’s rights but be less general in its application.

Several submitters wanted changes to the policy to allow credits in a larger number of situations,
and therefore pay less DCs. The amendments requested ask that council provide credits despite
LGA provisions allowing the charging of DCs because of new demand created.

It is noted that the Draft Policy contains a change to remove the 3 year limit on credits for
demolished buildings.

It is not recommended that the credits provisions are expanded as submitted, nor that DC credits
be noted on LIM reports.

One submitter suggested that DC credits be noted on LIMs, and while this may be a sensible
suggestion, on advice it is understood that this is not a practicable option, and further is not
required for compliance with relevant legislation.
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The Policy document

This section refers to submissions made on policy clauses, or on the content or information
provided in the policy document itself.

Special Assessments

There is no special assessment provision under the operative DC Policy. All consent applications
lodged with Council are assessed under the relevant DC Policy to calculate modeled demand. A
provision for special assessment was removed as part of the previous 2013/14 DC Policy review.

Developers may apply for a remission of the modeled DC charge within 20 working days of being
advised of the charge in writing. Any remission application must be supported with evidence from
an appropriately qualified professional and demonstrate that actual demand is substantially less
than modeled demand.

A number in the development community have requested that a special assessment provision be
added to the policy to ensure that a fair and equitable DC assessment be completed based on the
specifics of a development prior to that of modeled demand. This touches on the fundamental
debate around averaging which is allowed for under the LGA and taking into consideration the
specifics of each development when assessing a DC.

Although the request for special assessment does have some merit, the information required to
complete a special assessment is often not readily available at the beginning of the consenting
process and would result in uncertainty and unresolved DC assessments for potentially a large
number of developments across the city. Introducing a front end process, prior to assessment of
modeled demand, would also require additional engineer resource to ensure that all special
assessments were assessed and a revised DC charge was advised prior to granting of the consent,
as well as an increase in administrative monitoring duties for staff.

The introduction of a special assessment process presents financial and uncertainty risk to Council
because such requests are likely to be routinely filed with a consent application, an assessed charge
could not be advised, and certainty would not exist around when required technical information
would be received from the developer and a charge advised. Council would no longer be able to
fully account for future DC revenue based on assessments because at that stage the quantum of all
charges ultimately payable would not have been confirmed.

Such a provision is not required by law, and staff submit that Council’s existing remission process is
a reasonable alternative.

It is not recommended that Council introduce a special assessments provision.

In regards to the wider policy document, one submitter asked that the 20 working day timeframe
for application for remission be extended beyond the 20 working days. Two submitters suggested
at engagement meetings that 30 days would be more appropriate. Remission applications require a
developer to have technical information as to how their development will progress, and often
needs to seek external work such as Traffic Impact Reports. Staff are of the view that it is fair and
reasonable to allow more time to do so. There are also process efficiencies to be gained in receiving
more complete information.

It is recommended that the timeframe for application of remission be extended from 20 to 30
working days following receipt of advice of DCs.

Several submitters requested that specific references to parts of the LGA be included in the policy
document. In many instances this is already the case, but also there is only so much duplication one
can do.
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It is not recommended that the PDA provisions in the LGA be duplicated in the policy.

A number of requests were made for additional information or detail, either in the policy or as
supplementary information. The policy includes a great deal of detail and disclosure information,
which tests the balance of providing detail and impairing overall transparency.

It was submitted that council needs to provide more detail regarding infrastructure capacity,
explain the reserve contribution cap better, include additional LGA references, provide additional
information on HUEs by catchment, and include some new policy definitions for selected terms.
This information is held by Council but not currently compiled specifically for DC purposes.

The HUE and infrastructure capacity information requested would be a large amount of technical
documentation, and has only been required by two separate large parties. It would not be
appropriate to include such a large amount of detail in the policy for all users. The information is
held by Council in the DC Model and engineering models, but significant staff resource and hence
time would be required and this should be communicated to the submitting parties. Council is not
required under the LGA to provide this level of detail in its policy.

It is recommended that the HUE and infrastructure capacity information, and other disclosure
that is complicated and would need to be compiled, be provided separately or through the
proposed working party depending on the nature of each.

Engagement

Formal consultation on the Draft Policy was undertaken between 13 April and 15 May 2015. The
consultation period included a targeted information session on 20 April 2015, public engagement
sessions and key stakeholder feedback session on 14 May 2015 as part of the 10-Year Plan
consultation programme.

A number of submitters also met separately with Council staff and management and gained further
detailed information on aspects of the Draft Policy and 10-Year Plan capital programme. Some
submitters commented on the helpfulness of Council staff in these processes.

A number of submitters made reference on the engagement processes for the Draft Policy. Some
were of the view that the approach to consultation and engagement on the Draft Policy had been
inadequate. Particularly due to the complex nature of the policy, and the available time for review,
coupled with the way in which information was provided contributed to a ‘lack of transparency’
with the policy.

In the past there has been a one month period earlier in the year for the review of draft policies
before written submissions were due. Formal verbal hearings would then be offered a couple of
weeks following the close of submissions. Some submitters noted that this process provided more
time for their review of information and forming of opinions on draft policies and plans.

Council used a different format for consultation this year in response to greater flexibility offered
by changes to the LGA last year. A number of submitters also noted that the less formal face to face
feedback sessions were a good initiative and provided for better engagement.

Private Developer Agreements

A number of submissions raised matters relating to the nature or content of Private Development
Agreements (“PDA’s”). Changes to the LGA in 2014 include specific provisions for Council to enter
into PDAs and outlined what information could be included in these agreements.

Council has had PDAs with developers for a number of years and they have become a key
mechanism for ensuring infrastructure is provided as the city grows (for example forward funding
of infrastructure and other complicated matters). Requests were made for Council to enhance its

Page 102 of 140



Appendix 3 — Deliberations on 2015/16 Draft DC Policy Appendix 3 pg 8

98.

99.

100.
101.

102.
103.

104.

105.

Council Agenda 4 June 2015- OPEN

use of PDAs to reflect the scope contemplated in the LGA. Including the provisions from the LGA
that relate to PDAs in the Development Contribution policy is considered to be of little value and
will result in expanding an already lengthy and complex policy. It is anticipated that as new PDAs
are developed by Council that the range of types of agreement will increase from those that have
been the practice in the past.

It is recommended that additional (non mandatory) LGA references be added, but not if it makes

the policy unnecessarily long or less transparent.

A couple of submitters suggested that where early developers in an area construct otherwise
unfunded infrastructure that has potential to service more than their development, Council could
use a PDA with that developer to contract out of the policy and agree to limit other developers
from connecting to, and benefiting free of charge from, the provided infrastructure. It is likely that
over the coming years that there will be a number of requests for PDAs of this type as more areas
of the city are being developed that are generally unfunded in Council’s growth programme. The
current view of staff is that it is not appropriate for Council to contract into underwriting third party
cost recovery, however it is a matter that could be referred to a working group to examine and
make recommendation back to Council on.

Support for the Property Council submission

Ten submitters made explicit statements of support for the Property Council New Zealand
submission. Other than a statement of support for the Property Council submission the majority of
these submitters made no further submission points. These submitters comprised property
developers, consultants and large local businesses.

Other Information

The Growth Funding Policy is currently not under review, however it is related to the DC Policy, and
has attracted submissions in this regard.

These submissions suggested that it is unfair that developers in unfunded growth cells pay for
citywide projects in other funded growth cells but also have to provide similar infrastructure (at
their cost) in their growth cell but do not have other developers from other areas contribute to the
cost as the project is unfunded by Council. This is caused through Council not being able to afford a
funded growth capex programme in all potential growth cells of the city at one time. Council has
made a number of prioritisation decisions regarding what cells would be developed ahead of others
including substantial investment by Council and acceleration of infrastructure provision in the 2015-
25 10 Year Plan. Council’s Growth Funding Policy exists to explain how Council will deal with
funding of infrastructure for development areas that are not supported through Council funded
infrastructure in the timeframe desired by developers.

The Growth Funding Policy is currently not under review and therefore by default no
recommendations to amend it appear in this report. A working party would address it and plans for
any future review of it.

END
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Commiittee: Council Date: 4 June 2015

Report Name: Investment and Liability Author: Brett Brinkworth

Management Policy

Report Status Open

. Investment and Liability Management Policy review
Strategy, Policy or Plan context and update
Financial status Not applicable

Assessment of significance

Having regard to the decision making provisions in the
LGA 2002 and Councils Significance Policy, a decision in
accordance with the recommendations is not
considered to have a high degree of significance

w

N U

10.

Purpose of the Report

The Investment and Liability Management Policy is due for review and update. A revised policy
is presented for consideration and adoption.

Executive Summary

The Investment and Liability Management Policy has been updated to enhance our ability to
manage Council’s investments and liabilities while ensuring it is legislatively compliant and
reflects best practice.

Recommendations
a) That the report be received.

b) That the Investment and Liability Management Policy be adopted by Council.

Attachments

Attachment 1 - Investment and Liability Management Policy

Attachment 2 - Investment and Liability Management Policy (track changes copy)
Attachment 3 - Investment and Liability Management Policy (current)

Key Issues

It is a requirement of the Local Government Act 2002 for Council to maintain an Investment
Policy and a Liability Management Policy.
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The reviewed Investment and Liability Management Policy meets the legislative requirements
in a single policy.

Council reviews the Investment and Liability Management Policy every three years to coincide
with preparing the 10-Year Plan.

The updates to the existing policy ensure that the flexibility required to effectively manage
Council’s investments and liabilities is enhanced while retaining appropriate controls. The
Treasury Policy is a related Management Policy that guides management in meeting the
Investment and Liability Management Policy.

PWC are Council’s treasury advisors and have been fully involved in the review of the policy
and ensuring it is legislatively compliant and reflects best practice.

The major changes to the existing policy are:

e  The format of the policy has been changed to the latest HCC standard formatting.

e The wording and layout has changed extensively to align with PWC best practice
guidance to the sector.

e  Borrowing limits (para. 7.1) now include LGFA and HCC limits as we are required to
comply with both.

e Interest rate risk control limits (table below para. 10.6) — that is, the mix of fixed or
floating interest rates — are now expressed annually rather than for the previous
three time bands of 1 to 3 years, 3 to 5 years, and beyond 5 years.

e Including the counterparty credit risk limits (para. 12.5) in the policy. These were
previously contained only in the Treasury Management Policy, meaning that
management could amend them

The limits contained in the Investment and Liability Management policy are Council’s limits and
not the limits on management reflected in the Financial Strategy (which are lower). The
Financial Strategy limits are reflected in the Treasury Management Policy that govern day-to-
day treasury.

Signatory

Authoriser Paul Conder, Chief Financial Officer
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Power to Borrow

Council borrows as it considers appropriate and in accordance with the provisions of the Local
Government Act and the Treasury Management Policy. When approving the 10 year plan and each
annual plan Council is also approving the level of new borrowing. In approving new borrowings
Council considers the impact of the proposed level of borrowing on its overall borrowing limits, as
well as the economic life of the asset that is being funded and its overall consistency with the 10
year plan. Council delegates the authority to officers to raise the approved borrowing during the
financial year as and when the funding is required. Any additional borrowing beyond that approved
in the 10 year plan or annual plan must be approved by resolution of Council.

Interest Rate Exposure

Borrowings issued at variable interest rates expose Council to a cash flow interest rate risk. Council
manages this risk by using floating to fixed interest rate swaps which have the effect of converting
borrowings from floating rates to fixed rates of interest. Council has set the following specific limits
for its interest rate exposure:

Fixed/Floating interest rate:

Minimum Fixed Rate Maximum Fixed Rate
50% 95%

To spread the interest rate risk the level of fixed interest rate cover must be within the following
maturity bands:

Period Minimum Cover Maximum Cover
1-3 years 15% 60%
3-5 years 15% 60%
>5 years 15% 60%

Any fixed interest rate swaps for more than 15 years must be approved by Council.

Liquidity

Council minimises its liquidity risk by avoiding concentration of debt maturity dates and by
maintaining committed borrowing facilities and/or cash investments to cover 110% of existing
external debt. Drawdown against these facilities will be as required to satisfy cash flow needs.
Council avoids exposure to liquidity risk by managing the maturity of its borrowing programme
within maturity limits

Borrowing Maturity Profile Limits

Period Minimum Maximum
0 -3 years 15% 60%
3 -5Syears 15% 60%
S years plus 10% 40%

Commercial Paper
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With the changes in the treasury market over recent years, commercial paper (CP) has become a
cheaper option than utilising committed facilities. CP should not be issued to fund core debt unless
there are committed bank facilities or cash investments available to cover in case the CP market
became illiquid.

Pre-funding

To maintain liquidity within policy limits, Council can either enter into committed facilities or
maintain cash investments or a combination of both depending on which option reduces the cost of
borrowing.

Credit Exposure

Council borrows from approved institutions with satisfactory credit ratings. Borrowings are
managed to ensure the Council is not exposed to material concentrations of credit risk. Limits are
spread amongst a number of counterparties to avoid concentrations of credit exposure. The
Treasury Management Policy provides guidance on the spread and limits.

Debt Repayment

The financial strategy sets the scene for the coming ten years to restrict borrowing to a sustainable
level, and outlines the plan for total overall debt. Council will repay debt from a combination of sale
of surplus or underperforming assets, operating surpluses or from the renewal of borrowings.

Acquisition of New Investments

The financial strategy outlines the plan to provide funding for essential assets whilst controlling and
managing debt. Asset purchases/development may be funded by debt, reserves, rates or operating
surpluses, depending on the most appropriate method.

Specific Borrowing Limits

In managing its debt, Council adheres to the financial principles contained in the Treasury
Management Policy. To determine a prudent level of borrowing which meets the requirements of
the financial strategy, total overall debt will be managed within the following limits:

Ratio Limit
Debt to revenue * <250%
Interest to revenue <20%
Debt to cash flow 15
Liquidity ** >110%
* Council has set a target of debt to revenue of <200% to be achieved by 2019.

** The liquidity ratio is measured against external debt rather than total overall debt

Security

Council debt is secured by way of a Debenture Trust Deed which provides a charge over Council’s
rates and rates revenue. This security relates to any borrowing and the performance of any
obligation under any incidental arrangement. Debt may be undertaken on an unsecured basis, or
secured by way of a charge over physical assets where considered appropriate by Council.

New Zealand Local Government Funding Agency Limited investment
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Despite anything earlier in this Policy, the Council may borrow from the New Zealand Local
Government Funding Agency Limited (LGFA) and, in connection with that borrowing, may enter into
the following related transactions to the extent it considers necessary or desirable:-

Contribute a portion of its borrowing back to the LGFA as an equity contribution to the LGFA,
for example borrower notes.

Provide guarantees of the indebtedness of other local authorities to the LGFA and of the
indebtedness of the LGFA itself.

Commit to contributing additional equity (or subordinated debt) to the LGFA if required;
Secure its borrowing from the LGFA and the performance of other obligations to the LGFA or
its creditors with a charge over the Council's rates and rates revenue.

Subscribe for shares and uncalled capital in the LGFA.
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