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Message from the Mayor
and CEO

We are pleased to present our Long Term Plan (LTP) for the 2018028 period.

The plan outlines our projects, finances and indicative rating for the coming ten year
period. We have looked out further with a 30 year infrastructure plan and we take an
even longer term view when we plan to build our assets. Our infrastructure strategy
review has a heightened emphasis on dealing with the impacts of climate change,
with a number of large projects proposed to reduce localised flooding levels in the

T p £ ttowkship. We have many years to deal with the effects of climate change but
the coming 10 years will see a number of important planning and infrastructure
decisions that will need to be made to lessen the social and financial impacts of
adapting to changing climate.

Council is generally continuing with its previous strategy to financiall y position itself
to be able to deliver the infrastructure and services needed to support growth, and

in this LTP period begins to make long term investments in essential infrastructure.
We continue to be optimistic about the economic prospects for our dis trict 8 the
growth of industries around aquaculture, kiwifruit, tourism, Manuka products and

apiculture give us reason to view the future with excitement, tempered by the
knowledge that there is much work ahead. The prospect of further internet and
cellular coverage roll out also provides exciting opportunities to capitalise on.

Our debt remains low with spending only on essential infrastructure or where grant
funding is leveraged. We continue to maintain your $200 plus million of
infrastructure assetsd roads, sewers, water pipes etc. and upgrade these as the need
arises. Operating these assets and delivering these services comes at a cost, and
council endeavours to meet compliance standards and service requirements while
managing its finances prudently.

Government imposed increases in compliance standards, and increased community
expectations, continue to drive rates increases, and we expect this trend to continue.

With the large projects facing Council we recognise the need to lift our capability
and capacity over time to ensure we can meet the challenges ahead.

4|Page 6 Tp f t i

We start this LTP period with some uncertainty around the harbour development
proposal, while we have an aquaculture industry upsizing in area, production and
assets.We are working with government to review the design of the harbour , with
some wider ownership options in consideration. While this means a delay, it means
we can investigate more sustainable options, minimising risk for ratepayers. The
outcomes of the previous work with government p roves considerable scope for a
wide range of sustainable aquaculture options and mother marine industries.

The wastewater upgrade is proceading at pace and under budget. The rehabilitation
of the T p f t towkship system should be completed over the next two years, and
we are signalling that the next Long Term Plan will provide for the reticulation of the

Hikutaia area to provide for growth away from the flood plain and to mitigate

potential environmental effects.

Council continues to fundraise for T e @ b ' TeRangitechnology library and looks
forward to positive outcomes from its funding bids to M inistry of Business Innovation
and Employment (MBIE)for an extension to the Motu trails, in collaboration with our
iwi, Department of Conservation (DOC)and our neighbouring council.

We have decided to make some changes to the way we deliver our kerbside waste
collection service by providing 40 litre wheelie bins for household waste and
biodegradable plastic bags for recycling. This should eliminate the past instances of
dog strike and provide increased recycling capacity. In year one of this LTP Council
will plan the transition to the new system, to take effect on 1 July 2019.

We were very pleased to hear that the New Zealand Transport Agency (NZTA) has
increased its funding assistance rate to the T p f t Diskrict to take effect on 1 July
2018. As a result of the increase we have decided to increase our funding of the
roading activity and over the three year period this will see improvements in the
quality of roads, footpaths, kerb and channelling and allow us to make an investment
into improving our data on our bridges which will allow us to optimise our future
decision making.

kistridt 2018-2028 Long Term Plan



In this LTP we have also refocussed our attentionon our gardens and open spaces
including litter and hope the community will soon see improvements that engender
pride in our district. As a council and community we face the future with enthusiasm.

Mayor John Forbes CEO Aileen Lawrie

Tpape. Looking east.
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Consultation document

Council is required under the Local Government Act to prepare a consultation
document as a way to consult with our ratepayers. Over a period of a month, Council
invited submissions from the public on the matters contained within the document
and any other matter of importance.

The key purpose of the document is to provide an easier way to consult with
ratepayers, and enables Courils to be more innovative in the way that they do this.

The document is required to outline the key issues for Council over the next ten years
and provide options for the public to submit on. For us the five key issues that were

consulted on were:

1  Wastewater 8 Reticulation of the Hikutaia/Woodlands area

1  Waste Management & options for the urban recycling and refuse collections

1 Stormwater 8 We proposed a number of projects to reduce flooding from
climate change and asked the community which ones we should do.

9 Tourism Facilitiesd proposal to allocate budget to enable access to co-funding
for new reserves facilities

T Mft g Tmprapodalsto allocate budget to enable access to co-funding for
cycle trail extensions.

Council also asked for feedback on a number of other matters including the Rose
Garden Reserve upgrade concept plan, what Council could do at the public wharf to
accommodate users, wider harbour opportunities, the possibility of Council funding

a dangerous dog neutering programme, what services Council could provide to coast
communities and what, if anything, Council could do to assist owners of Earthquake
Prone Buildings.

Results of the consultation and submission process found that the majority of the
public agreed with
not list a preference for the Waste Management key issue.

There were some excellent submissions on the proposal to reticulate Hikuaia and
Council heard compelling arguments both for and against. We decided to m aintain

our approach of waiting until we see signs of growth before reticulating and we
signal that it is likely to proceed in 2026.

Council had consulted about whether to continue road sealing, as it has been faced
with reduced government funding and seal ing roads with less usage could result in
the government not funding maintenance or re -seals. Submissions were split on the
issue, and Council decided to defer the matter to allow a better understanding of the
impacts of reduced central government funding and the road classification being
developed.

Following a large response from the community on our kerbside collection service,

we have decided to move to 40 litre wheelie bins for refuse and to biodegradable

recycling bags. While we were attracted to the idea of recycling bins, the additional

handling costs would have seen a rate rise we considered to be too high. The new
bins and bags should help stop the problems with dog strike, will allow for increased

recycling capacity, and will decrease the need for non-recyclable one use
supermarket bags.

Recently our community has had a number of rain events that have reminded us that
climate change is upon us.In our consultation document we laid out various options

to mitigate flooding in the T p f t tovnship and following decisions we have
decided to plan to keep pace and get ahead of climate change impacts. These
projects will be in the later part of the 10 year period of the plan, as there is much

investigation, modelling and consents to gain, to do the requi red work.

Central government has a number of funding opportunities for tourism

infrastructure, and our district is seeing increasing numbers of tourists. We have
decided to budget the co -funding require d to access a number of these funds, and
hope to see some successful funding bids for Motu trails extensions and for public

afdrred optibns 1Brdhe isstids.ICouscil did a t dadilitigs in our reserves.

Decisions were also made to allocate funding to continue dog neutering (previously
government funded), the driver licensing programme, and additional funding was
allocated to the Coast Community Board in recognition of their successful
administration of this fund over previous years. The Rose garden reserve was
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allocated $250k for an upgrade but council agreed that the scooter track should be
relocated to another location.

During the consultation period government announced they would not fund the
harbour at the cost of $145M but would continue to work with us to look at
options. Council reviewed the available reports from MBIE, conducted its own
review, and heard from the community both in the wake of the government media
statement and through submissions. Several things prompt us to continue with the

=

Your assets, your community,

your future

Consulting on the 2018-2028 Draft Long Term Plan

harbour process and to maintain the ssame L“

set out in the Planning Assumptions on page 35:

1 Work is yet to be completed on lower cost options and on geotechnical
conditions that may influence design and price

1 The indication from government they are prepared to consider different
ownership models

I  There are a number o treaty of Waitangi settlements in progress that are
considering sea space as a potential redress measure.

Council has therefore agreed to maintain the harbour as a project in the 2018-2028
Long term Plan. We have moved it out a year (i.e. to 2019) but dherwise retained
the same position of a $5.4M loan with the remainder of the capital cost of the
harbour to be met from other sources. The loan will only be drawn down if we are
successful in securing that additional funding.

Significant decisions of others that happened during the consultation period were:

1  The decision by the Bay of Plenty Regional Council (BOPRC{p fund more of
the regions civil defence costs, meaning we could reduce ours

1  New Zealand Transport Agency (NZ'A) decision to increase its funding to our
district meaning we have been able to increase the funding across the roading
activity and into the reserves and open spaces (including litter) activities.

These decisions havemeant we have been able to increase our budgets in roading,
reserves and open spaces but have managed to decrease our rates rise from 4.8% to
4%.

The finances

Wae look at how
YOUr ratos may change

Key issues

and feedback
‘tems Ikely to be next year?

What are your rotes

Your rates

See how your rates

dollar gets split over

our activity groups
Where your
rates dollar
goes

!‘fl ppétiki District Council

STRONG COMMUNITY 5TRONG FUTURE

Cover of the Tp2028Léang Tebri Piah comsaltation2dOclin@ent.
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Looking Back

Introduction
Council is required to produce a Long Term Plan (LTP) every three years. When
considering the future, it is helpful to look back and see where we have come from.

The following table outlines the key projects proposed by the 2015-25 Long Term
Plan and provides an understanding of progress made to date.

Reviewing past plans and understanding what has actually occurred provides 2015-25 Long Description: Progress to Date:
continuity for understanding Council ds i n[tTemPlanons| for the future, both in a filnanci
and non-financial sense. Project:
Library Redevelopment of Difficulties in obtaining funding have
Now Upgrade $3.3m | the Library, delayed this project. The first million
Council 6s strategic direction has Dbeen rglativel y|dependedtios t e n t| ofthe equired fndinghas®een f our Lo
Term Plans. The Tpftiki District Council and t he ¢ extemalfondibgy h anaised $odae and hefinamiljiop ur n ey
for some time now in pursuit of yiStreng sharjed vi si o|rPlanddd for2@16/160 Nig o cCloMmpma rhi sdilneg .mi
Futured. Previous LTPOs were underpinned by princijples of ¢ on&prbvinginsoteidiffiout. and prudent
financial management, affordability and getting prepared for future growth Harbour Development of a Governmentds valid
opportunities. The outcome of these principles has been: Transformation | navigable harbour shown benefits 3-5 times greater than
Project $52m entrance to enable originally envisaged. Government has
- The strengt he nbalange shekt thtbogh thereduction of debt growth in the district | rejected high cost proposal and work
1 Identification and improvements to key infrastructure issues so that the and aquaculture. on a reduced cost version is ongoing.
community is in a good position to cater for future growth opportunities, Planned for 2019/20.
I Making best use of shared services, partnerships and external dinding Tpttiki Renewal of Investigation was undertaken over
opportunities in pursuit of the affordability principle whilst at the same time Sewerage reticulation to 2016 and 2017 and a more affordable
investing in assets that promote community well-being and prepare the $13.7m over overcome replacement and relining project has
community for future growth term of the LTP | groundwater been devised, saving approximately
1  Working closely with key stakeholders and partners in the developing infiltration and $5 million. We have spent just over $1
Aquaculture Industry to help them realise their vision which is in alignment and extend supply to million to date on the rehabilitation
compl ementary to Council s own vision flor the Dighdrardas t (in@HdHa@érﬁh@esi@hﬁid’aﬁftprdgr\és%f a
fifteen year period scoping, investigating and gaining consent for twin training and additional cost savings.
walls. Approximately 48% of this work has been funded by grants from
organisations with aligned objectives) In addition to the above planned projects, Council has continued to develop the
I  Maintaining a sound financial position so Council is well placed to invest (in MEtg Trails Cycleway (with minor amounts o
partnership with ot her stakeholders) in the deyfihgoaRdPRarthérshigs ffor dadirds BRendioh bfithe asset. This is likely to
Har bour to ensure that the Tpftiki D ip&chnfieia fehlity ih tAe22018 LTH pefod. benef it s of a fully
developed aquaculture industry
' Lifting the capability of staff and systems to be ready for growth and increased The Eastern BOP Cycle Strategy was developed in partnership with other agencies
demand for council services. and proposed a Trail linking Tpftiki to Whe

Council to progress this proposal. Subsequently MBIE announced funding to extend
and enhance Great Rides. Council is currently developing an application using the
10|Page 0 T p f§
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exi_sting budget to Igverage_ MBI E funding Public Debt e
Trail The proposal iomn gt oNaeé X tt e Mfetag hTnt 16,000
from there Whakatbne District Counci l w $14.000 d
Whakat bne. Ot her proposals to enhance Mft $12,000 cation
taki ng Miftrsonml rgaciolds téo gr eat © 8 $10,000 7Z
g $8,000
Over the last LTP perod Council had been considering the need for upgrade of the £ $6,000 7
Tpftiki town sewerage system following in $4,000 ~ sing
inflow and infiltration into the system. In 2013 Council formed a Steering Group and $2,000
included an independent expert. The Steering group oversaw a project that sought % 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
to understand the performance and condition of the wastewater reticulation and Annual Plan Long Term Plan Actual
then considered options for the best course to achieve acceptable levels of service
and prepare the community for growth. The project, which commenced in ) ) ) ) o )
September 2014, was set out two in stages: Council has_ managed to reduce its overall _deb'F vyhllgt still malnta_unlng §en_nce I_eyels
and achieving other important aspects of its vision in terms of investing in critical
1  Stage 1 Performance Assessmen® Monitoring and analysis of system flows, infrastructure that is require.d 'Fo enablg and encourage grqwth. Mgst importantly.
ground water levels and rainfall to determine the magnitude and source of overalldeptlevels arg weIIW|t_h|n estgbll_shed parameters WhICh !o_rowdes the Council
inflow & infiltration (1&1). the cgpagl_ty to continue to invest in infrastructure _that _|s crmgal to tht_e future
I  Stage 2 Condition Assessmentd CCTV and laser inspection of sewer mains to sustainability and growth o f t he Tptti ki District.
determine the extent of degradation and true remaining life of the reticulation. ) o ) o )
Council has also maintained its rates revenue in line with Long Term Plan Forecasts.
All stages are now complete as well as a Find and Fix project that was added to the The graph below shows that historic rate increases have been closgly aligned to Rate
. . . o Revenue Forecasts over the last three Long Term Plans. Thidemonstrates a
original project prog ramme, and extending CCTV condition assessment over the . . . . .
. . . . . di sciplined approach by successive Council
entire reticulation network. Council now has considerable knowledge about the
state of the asset.
Rates 2008 to 2018
Thenextgr aph demonstrates how effective Cou 12,000
reducing debt to strengthen its balance sheet with actual debt being well below
Community Plan forecasts in the most part. Council has only departed from the debt 11,000 /
reduction strategy in recent times to address critical infrastructure needs such as a £ 10,000
number of water and sewerage projects, and those that are grant or part grant § 6,000 /
funded. S
F 8,000
7,000 ——
6,000
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
- Actual Rates =—LTP Rates
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The foll owing

policy

can be seen from the
each of the key rations as at 30 June 2018.

rati
tabl

os are established

e

bel owweCwithimci | 6s b

. . — Expected Outcome 30
Ratio: Policy Limit: June 2018
Net Debt/ Equity < 10% 0.92%

Net Interest Expense/Total < 10% 0.92%
Revenue
Net Interest

0, 0,
Expense/Rates Revenue = 15% 1.13%
Net  Cashflows  from
Operating Activities/Net | > 2.0 32.82
Interest Expense

It is clear from the above information that over time Council has been successful in
its pursuit of financial consolidation whilst addressing key infrastructural issues and
positioning the community f or growth opportunities. Rates increases have been
kept to a minimum and Council has kept well within its borrowing parameters which

sees it well placed to address any major issues or opportunities over the next

decade.
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Future Priorities and Direction

The 201828 Long Term Plan 1  scoping and benefit assessment (2005)
The 201828 Long Term Plan (LTP) shifts from the strategic theme of passive ' detailed investigation (2006-2008)
financial consolidation consistent over the last few LTPs to proactive project i consent process for the harbour entrance (2008-2009)

management. This is because the Tpttiki Twalstiledpraieckrlannifodar deyelopmengaf the 2Q13 2024 LR (804£012)

development projects will begin in the first three years covered by the 2018-28 LTP, f $18 million granted by Bay of Plenty Regional Council through the Regional
requiring a considerable amount of capital expenditure. Adopting a project Infrastructure Fund (2013)
management focus will ensure Council is able to respond to needs of the community ' Additional $2 million granted by Bay of Plenty Regional Council from long term
for growth whilst still managing finances, rates increases and debt prudently, to plan processes (2013/14)

Workforce development study (2014)
District Plan review process began, including zoning for industrial land (2014)

ensure everything we are planning to do and achieve isaffordable. f
1
1  Report on likely harbour users (2015)
1
1

Harbour Transformation Project

The Harbour Transformation Project is a
community and other key partners. This project is critical to unlocking the social and
economic benefits that will flow from having a strong aquaculture industry based in

the Tpftiki District.

iBett(re]riBl.fsilness Crf];lsie squritt\(/ad to C%errlrt]ral Governfmen} (2015?1 K
S $49'n grant flofm government Gn° latd E(ﬁé to pPovide tfund‘leng %rp {8
workstreams in a 2 year validation process in a partnership between BOPRC,
ODC, government and Whakatfhea
1  Final Business case submitted to government and BOPRC in 2017.

In 2001 Sealord, in conjunction with Whakatthea i wi@, |l od d cognsen.t pNlication
. . . here has been considerable port from the local community, and Wider region

to establish a marine farm in 4750 ha of _water space O shor e r om. pfti ki . ~Consent
throughout the pfogression of these two Interrelated projects. Given the objective

for the Whakat é&verduae wasqfinallycseclred dor a reduced area of
3800 ha in late 2009, after appeals to the Environment Court and the High Court . ~
Council ds work. The consent process attract

from out of region fisheries interests. Trials lines were established in 2010, and a . N .
. . hearing stage and there was no appeal, urusual for a proposal as significant as this.
commercial company created in 2014. Thefarm has now reached break even stage . . . .
Successive agnual communlt%/ surveys thave fuﬁher reinforced the gubllc su;,)\P%rt,
a t, he t uest 0s

of improved community well -being, a number of groups have assisted to fund

and has 20 0 lines in t.h e water and it ° \\//VV|ﬂ1S75§95/]o of thoogeesﬂrveyeg gonsidermg the %arrbour was$ important to very
largest mussel harvesting vessel. Two commercial harvests show that the Open

. . . . important and 75% of those indicating they would be prep ared to pay additional
Ocean mussels are of superior quality to other farming areas n New Zealand. P ° g they prep pay

. . . rates to fund the development.
Further growth of the venture will be constrained without the development of an P

dlweather, all tide port at Tpttiki The assumptions around the timing and investment in the Harbour Transformation

Very early in the process of the aquaculture development, the potential value to the Project are well supported by a number of independently prepared studies, as wel
y y P d P ' b as those that have emerged fromthe 18wo r k st r eam Val i dati on pr oc

community of securing the processingo f t he roduct in Tpftikl, was recoghnised. | n .
y g . P g P : P Narbodl Frénsforfation %ndma?lve) usiness Case provides an assessment of the
order to secure processing, the harbour would need to be accessible for vessels . . . .
. ) . business case for investment in the Tpftik
servicing the farm. Council initiated the Harbour Transformation Project and .
one marine farm.
embarked on a stage-by-stage process that has spanned numerous Long Term

Plans including: Subsequent reports show 3 to 5timest he potenti al. Recently

. Settlement Trust have signed an agreement in Principle with the Crown to settle
1 feasibility study (2002) g g P
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their treaty c¢claim that provides a
space for aquaculture, as well as funds to bring the development to reality. An
independent assessment of the Social and Community Benefits associated with the
Aquaculture Industry and the Harbour Transformation Project points to quantifiable
social benefits in the areas of increased employment and increased household
income coupled with reduced wel fare
Further the report cites increased home ownership, reduced overcrowding,
reduction in criminal offending, the revitalisation of Iwi, population growth, and an
increased rating base as some of the non-quantifiable benefits that will flow from
the combined projects.

Given the positive social and economic
the Eastern Bay of Plenty, the region and New Zealand as a whole, this projet
requires a partnership approach. Tpfttiki
of partners in advancing this project and has identified the Bay of Plenty Regional
Council and Central Government as key stakeholders and funding partners in the
physical redevelopment of the Harbour. Council has sought funding assistance for

the project from these partners.

Alongside the planning for the Harbour Transformation Project Council has been
considering preparedness. Not only does Council need to plan for the level of
investment required for the Harbour Transformation Project, it also needs to ensure
essential infrastructure is in place and capable of meeting the needs of the
community as it transforms and grows with the aquaculture industry and all of the

changes that is likely to bring about. As interest in the harbour and the industries it

enables grows, so does demand on Council services and infrastructure particularly
regulatory services, potable water and Sewerage.

Wastewater

In 2017 Council decided on a rehabilitation option and budgeted $4.1 M for the 17 -
18 year. This LTP period will see the completion of that work, and in the later years
we make provision for further growth of the town in the Woodlands/Hikutaia area.
While detailed investigation is yet to occur, financial capacity is provided for that
extension to the wastewater system.

Stormwater
Over previous LTP periods Council has been carrying out investigation into the state
of the stormwater system i n t heutWmpdeling ki
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0 r e s eaboutdhie futnire inpacts/oé Climate cHange. Sthdées shabv@hatGignificant impactsma r i n e

can be expected from rainfall alone, within the town. A number of mitigation
projects are proposed in the course of this LTP, and further out.

The Tpftt iwatér scBeme suffers from poor performance. This meansthe

d e p Eownslepnsaffers fiemn pobridelivery df service infevemntkwith gizates thanil ntl0

year probability. In the 2013/14 year, a preliminary model was produced for the
Tpfttiki Towns hi p fyiogatlacklohtapaditysin critidad and ancillary
assets. In response, planned improvements for the 2015/25 LTP term include an
increase in storage area for quicker relief from stormw ater of residential and
commercial property, as well as new and upgraded trunk lines and pump stations

b emfacifitate tsensgoration airld dispdsal bftstorknwatefiora the uppert portbasnefmu ni t vy ,

the catchment. As the works are completed and new knowledge of future weather

anb greaundwatec dffect€ (@limate change)isastainedpthelsterchwater model wdl ber a n g e
developed further. Upgrades to critical assets within and beyond the time frame of

the LTP term will be refined and less critical assets will be designed and replaced fit

for purpose, as they reach the end of their useful lives.

Other Key Projects
Key projects over the life of the LTP are provided in the table below:

Budget
2018/2019

Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast
2019/2020 2020/2021 2021/2022 2022/2023 2023/2024 2024/2025 2025/2026 2026/2027 2027/2028
Community Development 20 20 21 - - -

3,098 920

Capital Expenditure by Activity

1,299 1,151 3,631 52 125 318

Community Facilities 4,682 6,462

Economic Development - 17,186 18,438 18,880 - - - - - -
Land Transport 2,141 2,376 2,257 1,545 1,611 1,751 1,887 1,868 1714 1,766
Regulation & Safety 113 - 21 - - - - - - -
Solid Waste Management 107 20 - - - - - - - -
Stormwater 3,000 72 802 199 2,238 332 1,602 279 1,017 157
Support Services 864 541 358 386 355 318 358 353 354 452
Wastewater 5,768 4,436 281 126 130 133 269 4,031 4,165 4,281
Water Supplies 1,095 174 629 161 164 450 659 1,257 974 1,202

17,789 31,287 25905 21,387 5,797 4,135 8,306 7,841 8,349 8,176

Cycle Way

Building on the success of Mftg Trails we i
of the LTP. New trails are planned for Tir
stopbanksand the Waiftahe Coast. The vision is
we st t o-efihancingéhe experience and growing a multi-day ride & the best

coastal ride in NZ. Looking further afield we are engaged with neighbouring

Councils to develop an integrated Eastern Bay of Plenty Traildl i nki ng Tpftti k
Thope and beyond.

township, including carrying o
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Property

Library Redevelopment

The redevel opment of the Tpftiki
and has been consulted on in various Long Term and Annual plans The project was
scheduled for years 2 and 3 of the LTP although is heavily dependent on securing
external funding. It was anticipated that the funding would have been secured
before now but to date $1million has been raised or pledged representing almost a
third of the project cost. Funding has been achieved through local fundraising and
the support of regional funding agencies. An application to Lotteries will be lodged
when c¢closer to two thirds of
are progressing.

Wharfage

Council has recently demolished part of the public wharf, as it had become unsafe.
Toward the end of the harbour build we propose to construct a new wharf to be
available 0just in timeo.

We have included $3 million of budget in the latter part of the LTP once the harbour
has been completed and the aquaculture industry is booming to allow for Council
to make inroads into the CBD development. This may involve conceptuallyturning
the town CBD around to face the water. Both this project and the previous wharf
project will be in subsequent
times before any commitment is made. At this stage we are signalling the direction.

Land Transport

The projects in the land transport activity allow Council to maintain the roading
network to the current standards. It is apparent that NZTA do not want to fund seal
extension work now or in the future . This leaves Councils and ratepayers with the
burden of funding these types of works themsel ves. Roading classification measures
have been applied to most Local
higher up the ranks in terms of traffic counts th at get the bulk of the funding.

Library

funding 06i s

LTPOds so

Authorityhavrege%ds

During the preparation of this Long Term Plan NZTA advised that they will
contribute a higher percentage of funding to our roading activity. We have therefore

incigasgd opr pyggets agrogedthe aclivity. Thg fundiggrassisiance rate is BoY fA%u n i t y
effective 1 July 2018.

Water Supplies

The Water Su p dItyicéniral township eindérvgent an almost total

scheme replacement in the mid-1 9 9 0 s , as such the Township
considered to be in good condition and performing satisfactorily to meet current

$eeels of seevite andpfovide fort skort teron gnowath. s e t he 6 mi ddl e mi |l | i

With additions to treatment and reticulation capacity not required for growth till
beyond the term of the LTP, the only
are to addressissues ofresilience. The Otara Rd trunk main and raw water line are
the most critical of these vulnerabilities. The Otara Rd trunk main has noback up in
the event of its failure and the raw water line is not able to fully restore reservoir
recovery. In the event of a disaster these assets present a high risk to deliveryof
service so upgrades to these assets have been planned forYear 1 of the LTP The
Hi kutaia reticulation was not renewesd al on
nearing the end of its useful life. It will require partial replacement within the term

of this LTP.The limitations of this scheme mean there is less ability to provide for

signi |

w igjowth op raeetgesited Ipvgls,of sgrvige i pertaindogaliqns. Tharefqreaconiectigng mp e r

to the Tpftiki scheme, new pump st aweieon, ne
carried out over the last three years. This has enabled response to growth, better
service delivery and meant we were able to replace theold Hikutaia reservoir and
Crooked Rd rising main. We will need to renew the reticulation at some point in the
near future. We have tentatively included this in the plan for investigation in 2025.
The Te Kaha scheme has recently undergone consideration for expansion in
response to public consultation and coast community board interest. Both a
northern extensi%n to tf&?i(g?r%\ru Rivgrnagd ai S(tnugh%rn ?Xtﬁngionoton I—éarsiki E§[e%cr£1 ‘

gn overthe'last few years. are

nworke
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Financial Strategy

Tpttiki District Council ds Financi a-R028t rasotnd dept and smte fumdingetsesseara that thel righeinvesimeent decisiams atetmade 2 0 1 8
LTP. Council must be financially sustainable to continue delivering services to its today so they do not create a burden for the residents and ratepayers of tomorrow.
communities in the future. This involves a balancing act of delivering services while

keeping rates affordable, ensuring equity between current and future generations Tpttiki Districts population is expected t

and fairly sharing the costs of delivering these services across users. annum), and 1,200 households by ZBaBggin We do
land use over the term of this LTP, we do however expect to see continued growth in

This financial strategy sets out the key financial aspects of the Council's overall kiwifruit development, particularly up the coast. The capital and operational cost of

direction and how it plans to manage its financial performance over the next ten years providing for this growth is out|ltuctwwed i n d

to get there. It provides a guide for how we will consider and approach funding and Strategy.

expenditure proposals. It will also inform all subsequent activity decisions made

during this 2018-2028 ten year planning process. Council is a large and complex business. Each of the Council activities is made up of

a number of services that our communities receive. The cost of doing business is
Thesubsection O6Looking BackOd stiategic direetioniaedw e ddrivendoyananbeér of$actgosairecitiding the level of service, the growth in population,

considered at a high level how that past translates in to a way forward over the life of and the assets required to deliver the services to the community.

this LTP. It paints a picture of how Council has had a longterm strategy of

strengthening its financial position so it has the capacity to re spond to growth To ensure financial sustainability and affordability it is important that Council
opportunities in the future. It also explains that a key growth opportunity is available continues to have a very good understanding of its expenditure. It needs to be clear
to the community within the next ten year period. asto what it is spending money on and why.

Thesubsection O6Future Priorities and Dir eThereacinwhdh types g ¢éxpenditse; opevating épenditucei ahd capitaloeppersliire. t o

capitalise on its long run strategy of consolidation and preparedness to invest in Operating expenditure is spent in normal business operation, and capital expenditure
growth supporting opportunities over the life of this LTP. This Financial Strategy seeks is money spent buying or upgrading assets such as plant, equipment and buildings.
to explain how the Council intends to do that in a financial sense.
Council s spendi ng no ofghe follewirg purpgsest or one or
Council plans to take advantage of that opportunity by way of investment in the 1  Maintaining existing service levels 8 cost to deliver services including

Har bour Transformation Project and the Tp mhihtdhdnce Wl dperatiorz t e r Reticulation Network
within the life of this LTP. By the end of this Long Term Plan Council would like to see q
the issues around t IReticulfitipri Netwrk resdhzed and the t eﬁ
Harbour Transformation Project completed with a vibrant and growing Aquaculture

I ndustry present within thes twd prdjects viklliseel@n st r i %rth. Combined
increase in population, employment and the number o f rateable assessments and all

Increasing service levelsd additional cost to improve services
Adding capacity for growth & extending a service for new households or other

the other positive benefits that come with such growth. However it is important that Like any other business Council buys goods and services so it can deliver services to

these milestones are achieved in a manner that maintains financial sustainability over ~ the community. The cost of those goods and services, like anyother, increase over

time. Council wants to ensure that the capacity it has created will provide long lasting time due to inflation. Inflation incurred on Council costs is different from household
benefits to the Tpftiki District in t onflafionecays thesperding ispmpdiffgrentgoods and services, gughias asppaltigry s e y |
monitoring financial performance closely and establishing meaningful parameters roads. This is reflected in the local government cost index that has been used to

calculate budgets in the 10 year forecasts.
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Local government costs are currently increasing at a higher rate than household Borrowing Limits:

inflation, and are predicted to continue to do so. Further , the historic trend has been 1  Net interest expense/total revenue < 10%

one of increasing devolution of responsibilities from central to local government. The f  Netinterest expense/rates revenue< 15%

cost of servicing existing infrastructure is increasingly expensive. These factors mean §  Net cash flows from operating/interest expense > 2
that costs are continuing to increase, and Council is very aware of the burden that will
place on ratepayers.

12%

Council is concerned about the level of rate increases required to fund the services 10%

that it delivers and that income | evels w| % |l ower than
New Zealand average, and that some ratepayers are reaching their limit in tems of §

ability to pay. Balancing these concerns with customer expectations for improved 3 .

services and the need to invest in growth opportunities for the District , continues to §

be a challenge. § a%

In response to the challenges faced, Council is looking to balance the investment =

required to achieve a prosperous, vibrant and green district, while keeping funding = .

affordable over time and maintaining a sound financial position. 2019 "X020, 2021 2022 1"": ‘:"-"' 2025 2029; 20272028

The following self-imposed ceilings on Public Debt (borrowings) and Rate Income are |Quentifisd limit on‘gebt ®Propesaddebt (sor within linsit)

Proposed debt (exceads limit)

introduced with a view to provide the community with some certainty for the future.

16%

Borrowings —
Council intends to increase borrowing over the life of this LTP, mainly for the two
strategic projects discussed above, abhdhe Ty 12% roj ect
Tpfttiki Township Wastewater Reticulation 0% sponse to
growth. Council has been reducing debt over time in order to have the capacity to
invest in growth opportunities when they present themselves. The planning 8%
assumptions sedion of this LTP point to a range of growth opportunities that will 6%
present themselves over the next decade and that the community must be ready for.
Borrowing is a useful mechanism to finance the construction of long -term assets. By 26
financing long -term assets through debt Council seeks to provide a balance between
funding from current and future ratepayers, matching the cost to those who receive
0%

the benefits, thereby establishing inter-generational equity. 5519, 74656 SONL F625: WAS DL TOAS ToRE 007 2038
019 Q20 (L 20 023 ) L vZo AL <

Year

Net Interest Expense/ Rates Income %

N
0
L}

Council recognises the need to manage its finances in a sustainable and affordable

manner and therefore has established some borrowing parameters to ensure that W Quantified limit on debt BProposed debt (stor within imit)
investment priorities are carefully considered and are within the financial reach of the Proposed debt {exceeds limit)
Tpfttiki District Communitygym These&€oubhnhmités aeri gdteirmyed fr

Liability Management Policy:
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The graphson the previous page and above outline how Council expects to perform

against all of the borrowing limits specified. Right through the LTPCouncil falls within
the limits set in the financial strategy. Council will use debt to finance long term

projects and capital expenditure. The lage scale projects and other smaller projects
mean that gross debt levels will increase from the current $5 million to $ 53 million

out to the end of the 10 year plan.

We think that it is prudent to illustrate to the community that Council is proposing to
move from the low growth scenario that we have been constrained by for a number
of years to one of high growth. At this stage though Council thinks that it is also
prudent to retain the low growth limits for this Long Term Plan due to the current
socio-economic constraints of the community. Council will review and revise these
limits again when compiling the 2021-2031 Long Term Plan. At that time a better
understanding of the growth associated with the increased economic activity and the
harbour build will b e better understood.

As part of putting together the financial strategy for this Long Term Plan we deemed
it prudent to undertake some sensitivity analysis on interest rate movements. Should
the interest rates applicable to Council debt increase or decrease over the term of this
LTP Council willwe still remain within the limits set. The graphto the right illustrates
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the impact of a 1% increase and decrease on interest ratesWhere an increase sees
the limit breached from 2026 onwards.

However this needsto be tempered by the fact that Council would need to rate for
the interest rate increase and that would increase revenue to offset the increase in
interest expenditure. Alternatively if affordability was of particular concern in relation
to a project Council may choose to not undertake, delay, or seek external funding for
the project.

20%

18%

16%

14%
12%
10%
8%
6%

Net Interest / Rates Income %

4%
2%

0%

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Year

mmmm Quantified limit on debwsss Proposed Debt

1% Decrease

1% Increase

To borrow money (either from banks or the LGFA),the Council has to offer lenders
some security (just as homeowners do with their mortgages). Like mostcouncils, we
secure our debt against our rates income, rather than against physical assets like land
or buildings. This means that lenders can make usincrease rates to repay debt under
certain circumstances. Using this form of security helps to keep the interest rates on
our debt low. Th e Co un pdlidy 6rssectrritylfdr borrowing is known as the

Treasury RiskManagement Policy and Procedures Thi s i s
website.

LGFA has a number of limits associated with borrowing. These are;
1 Non-guaranteeing Councils can only borrow up to a maximum of $20 million
before they are required to become guarantors.

kistridt 2018-2028 Long Term Plan
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1 Guaranteeing and shareholder Councils can borow up to a maximum of
175% net debt to revenue before they have to obtain a credit rating.
T A maximum limit for all borrowers of 250% net debt to revenue.
In 2020 Council is proposing to borrow over $20 million and will need to become a
guaranteeing Council. Interest rates received by guaranteeing councils are more
favourable.

The graph below illustrates that Council breaches the 175% limit in 2025, at which
point we would be required to have a credit rating from an appropriate credit agency
like S&P.

Throughout all years of the LTP Council remains below the 250% maximum limit.
As council is breaching the 175% net debt to revenue limits in years 7-10 it was

prudent to confirm with the LGFA that they are comfortable with the breaches if
Council meets the proposed conditions from the LGFA and this was confirmed.

LGFA Debt Covenant

300%

250% +—

198%
(o]

1879
200% T74%170%

150% = == = =

% - 9 IS BN EE .
100% 1%

Net debt to revenue(%)

48%
50% - I == = =

0% - T T T T ,
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Year

mmmm Net debt to revenue == Un-rated Council Limit Rated Council Limit

Investments

Our treasury risk management policy sets out the detail of the type of investments
we currently hold, and our objectives and risk management strategies related to
holding these investments. Our approach to investments is set out in our Treasury
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Risk Management Policy. However, we have minimal levels of cash investments as our
focus is on minimising debt.

We are shareholders in the Bay of Plenty Local Authority Shared Services Limited and
Toi Economic Development Agency. We also hold a small interest in theNew Zealand
Local Government Insurance Company Limited, and a 30% interest in Evolution
Networks Limited, a local wireless internet provider.

Other than to achieve strategic objectives, it is not our intention to undertake new
equity investments. We will periodically review investments with a view to exiting at
a time when market conditions are favourable and overall strategic objectives are not
compromised.

Any dividend income is included as part of general revenue.

Any purchase or disposition of equity investments not identified in this plan is by
Council resolution.

At the time of disposal, we will determine the most appropriate use of sale proceeds.

Rate Income

Currently 63% of Councilds income is
revenue streams such as investments. Council proposes to limit annual general rate
increases to the Local Government Cost Index (LGCI) plus approximately 3%.
Individual rate increases for ratepayers may be higher or lower than that average, but
the overall increase in general rates revenue will be kept within a total annual increase
of this limit. The self-imposed cap provides certainty to the community around future
rates increases. This also enables Council to have the flexibility that should a particular
group of ratepayers want additional services, Council can cater for this need through
a targeted rate to that group. By capping the level of general rate increases this leaves
targeted rates separate to enable funding of services for those that want additi onal
services. Council thinks that this flexibility is important given the growth prospects
currently out in the community. One of the outcomes of the strategy day we had with
businesses in the district was that Council needs to be there to enable business not
disable it. So the last thing we need is to have a selfimposed rates cap hampering
our ability to enable growth in others.

Thenext graph shows Total Forecast Rate Revenue over the life of the LTP against the
self-imposed cap on rate increases. TheTotal Forecast Rate Revenue represents
Council s agreed quantified |Iimit on

kistridt 2018-2028 Long Term Plan
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General Rates Cap

Projected General Rates and General Rates Increaselsdes rates remissions
$14,000 6%

$12,000 5%
$10,000
4%

$8,000
3%

Thousands

$6,000
2%
$4,000

$2,000 1%

$- 0%

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

mm Rates $ === General Rates Increase ==Limit on General Rates (LGCI + 3%jm==GCI

Targeted rates currently make uparound15% of Counci | 6s t ot al
utilising targeted rates as the most effective way to fund additio nal services or
increases in service levels to those that are willing to payfor them as mentioned
earlier.

Council is required to set a cap on total rates, which means to retain a cap on general
rates we would need to also set a selfimposed cap on targeted rates. This is very
difficult given the low starting point for targeted rates . We therefore need to set a
high cap so that we dondt breach our own
in targeted rates to 10%. This is to ensure that the proposed increase in year 1 of the
LTP is within the limit.

Although 10% seems extremely high, in reality the starting point is very low, and we
have not historically pursued the utilisation of targeted rates. Prior focus of Council

was also on debt reduction, consolidation, and no changes to levels of service It has
been often said that edoaurt hnattédpaynedi magv
this strategy set in the last LTPseparating out general rates increases from targeted
rates attempts to address this.

There are two aspects of the caps that we have set in this financial strategy Our limit
on general rates increases places importance on affordability, general rates are by far
the largest component of rates, and includes the uniform annual general charge
(UAGC). Having a limitset higher than LGCImeans that Council is being financially
prudent by ensuring it is not financially deteriorating by having revenue increases at

lower rates than inflation , whilst still retaining a focus on affordability to the ratepayer,

and Council is very aware of this.

The limit on targeted rates is set high so that we can respond to requests for growth
and increases in levels of service Our planned increases after addressing the
inaccuracies in existing funding, and taking into account the proposed services

mentioned above, are very low as illustrated in the graph below.

Council breaches this selfimposed cap in year 1 and 2 of the LTP due to the
significant increase in subsidy funding from NZTA and the fact the roading activity is
funded completely by general rate and not targeted rates. This has meant that the
increase in subsidy is offset by a reduction in general rates, whilst targeted rates

remain the same.

There are also a number of target rate funded projects happening currently and in

the flrst few years o&the LTP thelse are the wastewater renewal project, and changes
c 0 me GRS

o sol|d waste coIIectlon planned for year 2 of the LTP. Once these have been

completed the increases fall back within the limit proposed.

Targeted Rates Cap

Proposed Targeted Rates and Targeted Rates Increas#sdes metered water charges
$4,500

$4,000

$3,500

$3,000

$2,500

$2,000

$1,500

$1,000

$500
$-

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

Thousands

mmm Targeted Rates === Targeted Rates Increase == Limit on Targeted Rates

Uniform Annual General Charge

2028

14%

12%
mncreas
8%

6%

The uniform annual general charge (UAGC) in included in general rates and is a fixed
general rate amount per property no matter what the value of the property is. The

rest of the general rate is set based upon the capital value of the property.

Historically Council has set this rate at a level that is close to 30% of total rates, this is

the maximum level that a UAGC can be.
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One of the fundamental objectives of this strategy is aff ordability, and taking this into the supply market catches up. There will be a larger number of people living in the
consideration we dondt think that contirmual !l yarsasti mgpdt bat VUAde tahte tdhiisst rliexel cbmr
affordable for our community, and especially those on fixed incomes and in low value becomes avail abl e. Roads into Tpftiki that
properties. Over the last few years we have gradually rediced the UAGC as a busier, having an impact on costs of the roading network.
percentage of total rate revenue to around 20%, this year we are proposing to reduce
it further to around 19%. Council infrastructure that is already under pressure will be put under more pressure,

for example wastewater networks. The remediation work we are doing will alleviate
Fixed rates such as UAGC are seen as regressive rates that take more of lower income  this greatly in the short term. In the longer term we will need to look at separate and

earners incomes than higher income earners. isolated networks.
We have also taken into account the considerable targeted rate that is applied to There will be increased demand for Council facilities, parks, and playgrounds, as well
Tpttiki residents i n t owva theoWaiogkdl@taraRRéveri o masairvestr@emtuonimprove community wellbeing and safety.
Scheme. t is the highest targeted rate in the Bay of Plenty. This rate is proposed to
increase significantly again this year. We expect that most of the growth will be located in the urban areas that already

exist, Waisf t aThpef t Dkii f tt ownshi p, and Hukut ai e
Our proposal to reduce the UAGC will only go part way to offsetting the increase of number of projects in the latter years of the LTP scheduled to cater for this growth,

this Regional Council rate, but we consider it a small gesture that we consider the and address some of the constraints to growth.
total rating impact on our community, including Regi onal Council rates, and not just

our own. The proposed reduction will be about $5 4 per property, down from $470 to Council Expenditure

$416. Council is forecasting that operating expenditure will increase from $14m to $22m
between July 2018 and June 2028. There is a mixture of funding for expenditure but

Population Growth operating costs, which includes overheads is mainly funded from rates. The next two

Council engaged Martin Jenkins to develop population estimates for the next 10 years graphs indicate the two main streams of expenditure and how they are funded over

based on statistics NZ data asa baseline, and taking into account growth in a number the ten year period.

of key industries within the district.

Funding of Capital Expenditure
The outcome was a prediction that the population of the district would increase by
2.1 percent per annum to 2028, which is an increase of 2,182 people. We also gpect
this to have an impact on the number of rating units across the district as well, with a
forecast 1.6 percent per annum to reach 7,476 rating units by 2028.

$25

$20

. . . . . i s . . . $15

Growth provides benefits to the district and the communities within it, by bringing in 510
more talented people, new businesses, and better quality jobs. As we grow those that = .

. . . . . $5
live here will be presented with more choices around amenities, where to shop, and - [ ] . . . .

$-

what to do. There will also be more people to share the costs of developing and 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
running our district.

$35
$30

Millions

m Internal Loans ® Subsidies and Grants

Growth will come at a cost though, housing demand is already outstripping supply,

which is leading to a rise in housing costs, this will more than likely get worse before Capital expenditure pays for buying or building new assets, renewing an existing asset

or improving an existing asset to deliver a better service. As alread/ mentioned,
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capital expenditure in the LTP mainly focuses on the renewal/development of the

its principles of aligning costs to those who benefit (Revenue and Financing Policy)

Tpttiki Wastewater Reticulation Net wor k am@ftbrdabiitye Har bour Transformation Project.
Combined these two projects represent a significant proportion of Council ds total
capital expenditure over the next decade. Funding of Depreciation

Counci l doesndt have a policy as such aroun

The large increase in Capital Expenditure in yearswo to four in the graph above
represent investment in the Harbour Transformation Project. The corresponding
increase in Operating Surplus (as a funding source) isdirectly related as it reflects
subsidy income from the Bay of Plenty Regional Council and Central Government as

expected funding partners.

2028

Funding of Operating Expenditure

2025

$25

$20

$15

Millions

$10

$5

@

2019 2020 2021 2022 2023 2024 2026 2027

m Rates m Subsidies and grants m Fees and Charges m Other Revenue m Finance revenue

Operating expenditure pays for the day to day cost associated with delivering Council
services. Just as the cds of running a household increase from year to year with
inflation, so too do the costs of delivering Council services. This is because input costs
such as the cost of labour, fuel, electricity and other construction costs increase and
therefore the cost of delivering Council servicesincreases

Inflation incurred on Council costs is different from household inflation because the
spending is on different goods and services, such as asphalt for roads. This is reflected
in the local government cost index (LGCI) that has been used to inflate budgets in the
10 year forecasts. The projected rates and rates increase graph shown earlier shows
total operating costs inclusive of inflation as measured by the LGCI at an average of
2.38% per year.

As can be seen fromthe graph above, rates will continue to be the main source of

revenue for the Council over the life of the LTP however Council is looking to offset
future cost increases through increased user fees and charges over time in line with
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relates to capital expenditure, in particular capital expenditure to renew existing
assets. However in order for Council to focus on the long term sustainability of the
asset base and how it is maintained and renewed, the funding of depreciation is an
integral part of creating intergenerational equity and ensuring that de preciation
expenditure is put to good use. Theoretically depreciation is a non-cash estimate of
the value of an asset that has been used up or utilised that financial year. So funding
this depreciation is key to ensuring Council is being financially prudent and managing
the assets it owns to its best ability.

In certain instances the effect of fully funding depreciation may result in current
ratepayers bearing a funding burden that is not entirely fair and equitable.
Circumstances where Council will take he approach not to fully fund depreciation
will be:

1 NZ Transport Agency (NZTA) funding 8 NZTA will fund their share of renewal
costs in the year that the renewal occurs. It is therefore not necessary for Council
to fund NZTAS6s share of this cost

1  Harbour Development project 8 Council expects the construction of the harbour
groynes to be improvements to land, and will therefore fund maintenance of the
structures instead of funding depreciation.

1  Some low use buildings d these may be buildings that are unlikely to be replaced
should they be destroyed in a disaster, therefore depreciation should not be
funded. However, Council will continue to maintain these buildings as required
in the interim

1 Internal borrowing @& internal loans are used to fund all capital expenditure, and
internal loan repayments are funded from depreciation reserves. Internal loan
repayments required may in some instances be less than depreciation
If it is deemed financially prudent not to fully fund depreciation to avoid
unnecessary surplugs being created in depreciation reserves.

Making informed decisions about the levels of depreciation that Council chooses to
fund enables Council to effectively smooth the impact on rates whilst also being
prudent about how asset replacement can and should be funded. Council considers
rates smoothing is financially prudent and is an effective mechanism to ensure that
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rates movements are at a level where they are contained within the acceptable limits The purpose of the infrastructure strategy is to identify:

set in this Financial Strategy. 1  significant infrastructure issues for the local authority over the period covered
by the strategy; and

Statement Concerning Balancing the Budget 71 the principal options for managing those issues and the implications of those
The Council will produce a balanced budget in each of the 10 years of the LTP. Having options.

considered the overall impact of its financial management policies and decisions we

believe it remains financially prudent. Local authorities hold significant infrastructure assets. Infrastructure operations and
In setting the budget Cou ncil has had regard for the following matters: works make up most of local authorities’ spending. An infrastructure strategy
1 Maintaining levels of service providing, at a minimum, a 30-year view, offers the opportunity for local authorities

Maintaining service capacity and integrity of assets to present a strategic picture of their infrastructure portfolio.

1
1 Intergenerational equity
1

Compliance with the Councilds revenue ™HS@OYeqr pfragrucure strajeqgy e have logked in detail at the information that
the asset databases are telling us, compared this to what we are planning to do in

The Council has set the expenditure ard revenue at levels it considers appropriate to terms of asset renewals over the term of this LTP, and considered the levels of funding
meet the funding needs of the District over the next 10 years. that we are providing to these assets.
Conclusion With affordability in mind we have evaluated the level of depreciation that we are

fugdhn%based on 'EWP] tgings; achiev
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prosperous, vibrant and green district, while keeping funding affordable over time and are maintaining. This is based upon the 30 year term of the Infrastructure
and maintaining a sound financial position. This LTP continues with the strategic Strategy. And '

theme of consolidation and prudent financial management, affordability and getting 2. The level of internal loan repayments required to service not only the renewal

prepared for future growth opportunities. This is to be achieved by focusing - . .
. ; . . . . of existing assets, but the installation of new assets to respond to growth or
investment on essential services required to support social and economic growth . .
den&and far |ncreﬁses tq levels oWerwce.
etirculation

opportunities, namely the Tpftiki Wastewater etwork and the Harbour
Transformation Project. General rate increases will be kept to the maixmum increase
of the local government cost index plus an allowance for growth, with total rates
revenue increasing from $10.6m in 2018 to $15.6m in 2028.

There are activities and asset categories where we have chosen not to fully fund the
depreciation. In these instances both of the above scenarios have identified that if we
did fully fund depreciation we would be funding significantly more depreciation than
we would need to over the next 30 years, and would in all likelihood build significant

Debt will increase over the 10 years from $.0m in 2017 to a maximum of $53m in
cash reserves for asset replacement.

2028 to fund capital projects. Overall, Council considers that its financial strategy is

z :] ; d 3 |n L i 2 2 d ¢ z :J s : 2; n ? El j ; : n gf ! tmﬁg ' "tl' atntt il IZ i IrgtelssL?Pow%.Hasle cﬁa%geo} trﬁ]e%va)tﬁa?crgpq%zﬂ rrt]arlle\}vaYeg)(psendi?u?(e Wiff t?etfuﬁdted. ons
P Priof o adlé thee were funded by rates, which meant that there was inconsistency
in rates increases from year to year based on the lifecycles of asset replacement. Or,

Relationship to the 30 Year Infrastructure Strategy we made decisions not to renew assetsin certain years because if would create a
This is the second long term plan since the legal requirement to include a 30 year significant jump in rates in that year, this way of funding could potentially lead to
infrastructure strategy in the document was introduced. poor asset management principles, and large variability in rates income.
Amendments to the Act in 2014 introduced the requirement for local authorities to From 2015 onwards we funded renewal expenditure from depreciation reserves
prepare an infrastructure strategy as part of their LTP. instead of rates. Rates was used to fund depreciation on the assets, which were then
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transferred to the depreciation reserve for asset renewals. This had the effect of
smoothing rates increases from year to year, and works well in cacept if done from
the time of the asset addition, but has flaws when trying to implement late in asset
lifecycles. In most cases these will either build significant cash reserves to fund the
replacement of long lived assets over a great number of years, a end up in overdraft
because we didnoét start buil ding them
renewals, and we would potentially spend the next foreseeable future trying to fund
the reserve out of overdraft. This may not be financially prudent in some cases, and
should not be the driver behind how much depreciation we are choosing to fund.

In this LTP we are proposing to fund all capital expenditure, including renewal
expenditure by internal loan. We will still use rates to fund depreciation, and still
maintain depreciation reserves. However, the depreciation reserves will be used to
fund the repayment of those loans, not the full renewal of the asset. This will have
two consequences.

1. It will smooth rates increases as levels of loan repayments willonly ever shift
slightly from year to year. And,

2. It will allow Council to make judgement calls around the levels of
depreciation that need to be funded based on robust information provided
from both asset management systems and the levels of loan repaymerts
required.

Council feels that this method of funding asset replacement will be much more
financially prudent over the long term as it creates no incentive to over fund
depreciation by creating overdrawn de preciation reserves. Depreciation is funded to
precisely the level that it needs to be funded to maintain the whole asset base,
including newly built assets and not just the existing asset base.

Council is also amending the term of internal loans as well for financial prudence.
Currentl y Cofarnnteindl Bbans dareesetrat 20 years. This is reasonably
consistent across the sector. What Council is proposing to do now is to tie the term
of the loan to the life of the asset. This promotes the concept of intergenerational
equity, and ensures that the generation of today do not pay the entire cost of the
infrastructure that will provide benefit to two, three, or perhaps even four generations,
when you look at some of our long life assets.

This does increase the interest cost associated with the asset over its total life, but

with low interest rates applicable to Councils now with the Local Government Funding
Agency, and the fact that it is internal interest, not external interest, this is of little
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consequence, and in fact it provides savings to the community by not requiring
Council to over fund for asset replacement.

From July 2018 onwards a loan on a 100 year asset will be repaid over a 100 year
term, and conversely a loan on short lived assets of 5 years will be paid for over 5

eyaard, not 2@ years, vghbre potentiafly wme djeneration cosld kg payihgifor faun asseta s s e t

replacements under the old methodology.

As part of this Long Term Plan process all current internal loan terms will be amended
to follow the same principle.
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Pl . A . No: | Assumption: Level of_ Impac_t on
annin g sSum ptl ons Uncertainty: Integrity of
Introduction LTP:
Schedule 10 (clause 17) of the Local Government Act 2002 contains provisions 11. | Building and Residential Medium Medium
relating to O6significant forecasting assuUumpftiDeyaopnient The Act|requires| that (
the significant forecasting assumptions and risks underlying the financial estimates. 12. | Development of commercial Medium High
Where there is a high level of uncertainty, Council is required to state the reason for aquaculture industry and a
that level of uncertainty and provide an estimate of the potential effects on the navigable harbour entrance at
financial forecasts. TpftiKki
13. |[Funding of Tpf | Medium High
This section sets out the significant forecasting assumptions that have been used in development
the preparation of the 2018-28 Long Term Plan (LTP) together with their perceived 14. | Treaty of Waitangi Settlement | Low Medium
levels of risk to the integrity of the 2018 -28 LTP and particularly the financial brecasts 15. | Biosecurity Incursions Low Low
contained therein. 16. | Availability of Low Low
Staff/Contractors
The significant forecasting assumptions are summarised in the table below and are 17. |[Tpfti ki Wastew,|Low Low
discussed in more detail on the pages that follow. Replacement
18. | Sources of Funds for Future Low Low
Summary of Assumptions Asset Replacement
No: | Assumption: Level of Impact on 19. | Resource Consents Low Low
Uncertainty: Integrity of 20. | Natural Hazards/Disaster Medium Low
LTP: 21. | Insurance Low Low
1. Future Price Changesd Rate of | Low Medium 22 | LGEA Borrower Notes Low Low
Inflation
2. Future Treasury Changes Low Low
3. New Zealand Land Transport | Low Medium
Agency Subsidy Rates
4. Revaluation of Infrastructural Low Low
Assets
5. Useful Lives of Infrastructural | Low Low
Assets andDepreciation Rates
6. Form of governance Low Low
7. Central government policy Medium low
Direction
8. Climate Change and Emissions| Medium Low
Trading Scheme
9. Population Structure and Medium Medium
Growth
10. | Rating Unit Growth Medium Medium
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Assumption Detail

1. Future Price Changes & Rate of Inflation

The Society of Local Government Managers (SOLGM) commissioned a study to
develop price level change adjustors for local authorities to use when forecasting
future year expenses through to 2028. The following table lists the forecast annual
percentage change for each of the adjustors.

Year Road Property Water Construction Staff Other
Ending (Land (Property | (Water, (Earthmoving (Salary & | (LGCI
Transport) | & Sewerage & | & Site work) Wage Rates | Total)
Facilities) | Stormwater) Local

Government

Sector)
2019 2.0 1.7 2.3 2.0 1.6 2.0
2020 2.2 2.0 2.5 2.3 1.6 2.2
2021 2.2 2.1 2.3 2.4 1.7 2.2
2022 2.3 2.1 24 24 1.8 2.2
2023 2.4 2.2 2.4 2.5 1.8 2.3
2024 24 2.3 2.5 2.6 1.9 2.3
2025 2.5 2.3 2.6 2.7 1.9 24
2026 2.6 24 2.6 2.8 2.0 2.5
2027 2.7 24 2.7 2.9 2.0 2.6
2028 2.8 2.6 2.8 3.1 2.1 2.7

These inflation assumptions have been applied to both operational and capital
expenditure items as the indices include a combined forecast of operating and capital
costs. However because of the mixture in the composition of these indices, they may
understate (or overstate) the change in process of both operational and capital
expenditure.

It should be noted that these inflation forecasts do not allow for spikes that can occur
during retendering or contract renewal processes. Such spikes can occur for a variety
of reasons, such as changes to service levels oas a consequence of changes in
contract interpretation, and are difficult to forecast.

Future price changes different than those forecast above will impact on either service
levels or future rate requirements depending on the variance. Such variances carbe
managed through future reviews of the LTP or via the Annual Plan Process so are
considered to be low risk in the context of the 2018 -28 LTP.
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Assumption: Level of Uncertainty: Impact on Integrity of
LTP:
Future price changes will | Low Medium
be within the range
forecast by LTR
2. Future Treasury Changes

The key factors for when forecasting future treasury costs include interest received
on investments, Interest rates associated with external and internal borrowings and
t h e Co u ngoinglaldlisy tocaccess external borrowings.

Interest received on Investments

Interest rates for investments have been calculated as shown in the table below, based
on estimated wholesale rates over the term of the plan. Historically interest rates have
been higher. However with the current economic downturn rates have fallen, and are
not expected to recover for 3 years. Council has limited investments therefore
exposure is minimal.

Year 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028
Rate 298 | 212 | 226 | 240 | 254 | 266 | 2.77 | 2.87 | 296 | 3.03 | 3.10
% % % % % % % % % % %

Interest on External Borrowings

Debt servicing costs on existing borrowing is the actual cost for each loan. Whilst
Council is currently enjoying historically low interest rates it is not anticipated this will
continue in the medium to long term. The table of assumed interest rates are based
on expected wholesale rates over the term of the plan plus a margin of 110 basis
points due to it being a small local authority. Council has therefore adopted assumed
borrowing rates across the 10-year period as shown below.

Year 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028
Rate 3.73 | 256 | 275 | 3.02 | 3.20 | 3.43 | 3.60 | 3.84 | 3.90 | 414 | 430
% % % % % % % % % % %

Internal loans interest rates will be the same as the external loan interest rates. The
reason for this is that all loan funded expenditure within an activity will be funded by
internal loan. The council will have a treasury function which borrows externaly to
fund internal loans should it not have enough available cash on hand. This will enable
more efficient treasury management of investments and loans, and allow Council to
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keep external debt lower than would otherwise be achieved without the treasury

function. Council has estimated interest rates on current levels. If Loans cannot be
sourced at the estimated interest rates projected, the costs will differ from those

estimated in the Council financial statements. Higher interest rates would have an
impact on either service levels or rate requirement however Council considers this
assumption to be of low risk as whilst the actual interest rates are likely to vary over
the life of the plan there will be times when they are below the assumed rate as well

as aove.

Access to External Borrowings

This plan is based on the continuity of funding from an approved banking institution.
Council believes that the likelihood of the withdrawal of LGFA funding is low, due to
the good credit rating and relatively low risk Council has as a public entity. In addition,
Council has the ability to set rates at a level sufficient to cover its costs. As long as
Council continues to be financially prudent and can demonstrate financial
sustainability over time there is minimal risk attached to this assumption.

A table of forecast funding rates is included below:

Year
Rate

2018
55%

2019
75%

2020
75%

2021
75%

2022
75%

2023
75%

2024
75%

2025
75%

2026
75%

2027
75%

2028
75%

Further changes in subsidy rate and variation in criteria for inclusion in subsidised
works programme does represent a level of uncertainty for the LTP. NZTA funding
priorities may change over the life of the LTP as aspects of the review process are still
ongoing, and variations in subsidy are possible given the priority allocated to
Auckland transport issues, and the fact that there is a new government in power which
is considering allowing petrol tax rates to be set differently across the country.

There have been delays tothe preparation of the Government Policy Statement (GPS)
on land transport, the National Land Transport Programme (NLTP), and te Investment
Assessment Framework (IAF), which will result in delays to when NZTA funding is
finalised. The GPS sets out what tle government wishes to achieve from its
investment in land transport through the NLTF 0 a dedicated fund for maintaining
and developing local and national transport services. The IAF is used to assess and

Assumption: Level of Uncertainty: Impact on Integrity e ) ) e
of LTP: prioritise business cases, programmes, plans, projets and other activities for
Future treasury changes | Low Low investment from the NLTF for inclusion in the NLTE. The NLTP is orlly expected to be
will be within the range adopted end August 2018. The forecast financial stfaten"!ents |s. based pn the
forecast by LTR as.sumptlon t hat t_h.e Tpttiki Di s th#biof &l Counc
maintenance and renewal costs for district roads. Should the outcome of the NLTP
result in less roading expenditure items being covered by the subsidy, the work
3 New Zealand Transport Agency (NZTA) Subsidy Rates programme for roading will be cut back and levels of service may drop as a result.
The NZTA subsidy for the maintenance, renewal and improvement of the Local L . o . .
. . . ~ . Whlls{ it |ssp033|ble that the (‘:ntena and level of funding available cc%uld vary over the
Roading Network is Councilds single | arges ource 0 I'ncome g rrares’revenue.
life of the plan the likelihood of such occurring is considered to be low. However
given Council ds reliance on the NZTA subsid

In 2013 NZTA reviewed the funding assistance rates (FAR) nationally across all
councils. The aim was to smooth out some of the discrepancies between the different
funding rates that councils were getting and to also apply more attention to roads of
significance and Auckland. Also each council previously received different rates for
different types of work, so there was a lack of clarity within the system.

NZTA previously indicated that Councils would transition to their new FAR rates over
a 9 year timeframe. However, in May 2018 NZTA advised Councils that they would
move straight to the new FAR from 1 July 2018. This meanstha Counci |
increase from 55% in 2018 to 75% in 2019.
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impact on the LTP is considered to be medium.

Assumption: Level of Uncertainty: Impact on Integrity
of LTP:
NZTA Subsidy Rates will | Low Medium

continue at planned for
levels.

rate wil|l
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4. Revaluation of Infrastructural Assets Assumption: Level of Uncertainty: Impact on Integrity
Infrastructure Assets are to bere-val ued every three years| in |ine wifth Council 6s |ofLTP:
Accounting Policies and the outcome may alter the carrying value of Council Assets Assetlives and Low Low
and the associated depreciation expense. The last valuation was undertaken as at 1 allowances for
July 2017. It has been assumed that anychange in valuation will be in line with depreciation are
assumed rates of inflation. As a result Council considers that Asset Revaluations adequate for the life of
represent a low level of uncertainty for the LTP forecasts. the LTP
Assumption: Level of Uncertainty: Impact on Integrity
of LTP: 6. Form of Governance
Changesin valuation Low Low It is assumed that Central Government will provide a relatively stable legislative
will be in line with platform for the existence of Local Government in its present form over the life of the
inflation. LTP. Government has signalled in a number of forums that they do not intend to look
at forced amalgamations. The 2012 amendment to the Local Government Act was
intended to make amalgamation easier between willing councils and communities. In
the Bay of Plenty there is general agreement between the councils, via the Triennial
5. Useful Lives of Infrastructural Assets and Depreciation Rates forum that of orm foll ows famalgamatiannate na n d
The useful lives assumed in the Asset Mamwagtment Plans (AMPds) and therefore

LTP are those provided by the National AssetManagement Steering (NAMS) Group
and used by experienced valuers. Variations between actual and assumed useful lives
will impact on the funding of depreciation and the asset renewal programme,
however over time the impact is likely to be self-balancing with minimal impact on
the forecasts contained

In the LTP.

Council has an asset management planning and upgrade programme in place. Asset
capacity and condition is monitored, with replacement works being planned in
accordance with standard asset management ad professional practices.
Depreciation estimates are prepared on the basis of the recent asset revaluation
exercise and renewal and development expenditure over the life of the LTP. Council
uses the straight line method for calculating depreciation on all property, plant and
equipment at rates that tie directly to the useful lives of the assets. Certain factors can
distort these calculations such as asset revaluations, knowledge of assets (e.g. age,
condition etc) and the level of investment in the renewal and development
programme. Such factors are considered to be low risk as they are reviewed on a
regular basis and generally in alignment with the triennial review of the LTP itself.
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There is risk however of groups lodging amalgamation proposals to the Local
Government Commission. The amendments to the LGA mean that smaller councils
can be voted out of existence by larger communities. Currently there would appear
litle community appetite for this in the Bay of Plenty.

Assumption: Level of Uncertainty: Imp act on Integrity
of LTP:
No considerable change | Low Low
to the form of
governance through the
life of the LTP.
7. Central Government Policy Direction

Historically successive governments have imposed additional responsibilities on Local
Government without associated funding recovery mechanisms. The administration of

new and changing legislation, regulations, policy statements, standards, and
accreditations over time has been a key factor for increased costs for Local
Government in New Zealand. If this trend were to continue then costs would continue

to increase as would most likely rate revenue. The past three years has resulted in
many, and cumulative, kegislative changes that have required changed processes, staff
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resources to implement and insufficient cost recovery mechanisms. Looking ahead
there are ongoing programmes of amendments proposed to the Building Act, the
Resource Management Act. The Healthand Safety Act has already had a significant
impact on our organisation and the businesses that deal with Council. There are also
changes recently bedded in that relate to the Food Act that have required a
reallocation of resourcing in the organisation. There is also an increased risk that a
newly elected government will make further changes to the legislation applicable to
local government, although this may be offset by the stated intention to drive
regional economies.

It is therefore assumed that incremental and cumulative change will continue and
costs will rise over time.

Assumption: Level of Uncertainty: Impact on Integrity
of LTP:
Changes to Central Medium Low
Government will have a
minimal impact on the
role and form of Local
Government.
8. Climate Change and Emissions Trading Scheme
The earthds atmosphere is made up of

greenhouse gases. Greenhouse gases normally act like the roof on a greenhoused
trapping warmth and making life possible on earth. W ithout them, too much heat
would escape and the surface of the earth would freeze. Increased amounts of
greenhouse gases have the opposite effectd they heat up the earth, causing a rise in
temperature and affecting climate patterns (known as climate change).

Current scientific thought is that more than 100 years of industrialisation and human
activity has increased the amount of greenhouse gases in the atmosphere, speeding
up climate change. Central government recognises climate change as a longterm
strategic issue for New Zealand within the broader context of economic
transformation, national identity, and other leading issues such as water quality and
flood risk management. Since 1916, sea level has climbed by between 14 and 22cm
at our four main New Zealand ports

How might climate change affect New Zealand and the Bay of Plenty in particular?
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It is predicted the New Zealand, including the Bay of Plenty region, can expect the

following climate change effects:

1 A base sea level rise of 0.5m and potentialhigher value sea level rise of at least
0.8m between 1990 and 2090;(noting MFE are currently updating, and likely
increasing these numbers)

T Temperatures ar e | i
warmer by 2090, compared to 1995

1 According to MFE predictions there is large natural variability in extreme rainfall
frequency in the Bay of Plenty from year to year and decade to decade. According
to the most recent projections, the Bay of Plenty is not expected to experience a
significant change in the frequency of extreme rainy days as a result of climate
change.

1 Fewer cold temperatures and frosts, with more high temperature episodes;

kely to be around

The frequency of extremely windy days in the Bay of Plenty by 2090 is not likely to
change significantly. It is possible the region may experience more north-easterly
winds during summer and more westerly winds during winter.

Future changes in the frequency of storms are likely to be small compared to natural
inter-annual variability. Some increase in storm intersity, local wind extremes and
thunderstorms is likely to occur. The frequency of ex-tropical cyclones is projected to
either decrease or remain unchanged over the 21st century; however the extropical
cyclones will likely be stronger and cause more damageas a result of heavy rain and
gt minds ni t rogen and a small percentage
A changing climate is expected to create both opportunities and risks for the Bay of
Plenty. These predicted changes may be beneficial to some sectors of the agricultural
and horticultural industries with less fro st and increased mean temperatures leading
to longer growing seasons.

It may also mean that the Bay of Plenty is susceptible to:

1  More of different pest plants and animals, and the need to change varieties of
crops

1  Changes in natural ecosystems

1  Sea level ise, which will increase costs of draining and pumping in low lying

areas, and has the potential to decrease coastal flood protection levels of service

An increase in the intensity of rainfall rising the flood risk to floodplains; and

1  More frequent and int ense storms which could change flood protection design
levels, increase erosion impacts, increase coast storm effects, and increase run

=
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off from upper catchments leading to an increase in sediment transport to
harbours and estuaries.

more favourable conditions for forestry and increased cost of farming from 2015
when farming enters the scheme.

Climate Changecanaf ect Counci |l 8s functions in a nAssumptionn of ways: Level of Impact on Integrity
&, Hazard Planning and other regulatory and environmental planning roles Uncertainty: of LTP:
Council has a shared responsibility under S31 of the RMA for management of Climate Change will affect the Medium Low
natural hazards. This is further reinforced in the RegionalPolicy Statement that District over the medium to long
directs a shared approach to the man a|genendthatgovernmerat ur al hazardis. Council dfs
regulatory role is generally well defined by the hierarchy of RMA planning continues its progress towards
documents and national guidance is given on the parameters and the process an emissions trading scheme but
of impleme ntation. From time to time national policies are promulgated that at a slower rate and with less
require council to update its planning documents and regulatory functions in impact than had been previously
accordance with revised guidance. It is assumed that updates will be forecast.
accommodated within normal planning processes.
E. Design of assets 9. Population Structure a nd Growth
In designing its assets council will continue to use the latest guidance for the various Population Structure: As at the 2013 census

design parameters. Climate change effects are built into the design of new assets and
on replacement of existing assets. Some assets may need addional capacity as
climate change effects become apparent, however climate change scenarios indicate
there is sufficient time to plan ahead. It is assumed that guidance on increased rainfall
or sea level parameters will continue to be readily available and council will continue
to adapt as new predictions from credible sources become available.

C. Increase in frequency of extreme events

Climate change predictions are for an increase in the number and size of extreme
events over time. This is a difficult scierce in that there is a lot of noise in the data
that can lead the public to perceive a rapid change in weather events when in fact it
is a slow change over decades. It is assumed that there will be a gradual increase in
the frequency and size of events causng increased erosion and damage. Over time
Council may find itself facing increased costs of flood and erosion events however it
assumed this will be over a number of decades and can be reviewed in successive
LTPs.

Emissions Trading Scheme

The New Zealard government is a signatory to the Kyoto Protocol that seeks to limit
global emissions. One of the tools the government is using is the implementation of
an Emissions Trading Scheme. Effects on council could be increased cost of disposing
of solid waste, and increased fuel and energy costs. Effects in the district could be
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had declined by 420 people to 8,780. This is a 4.6% reduction since the 2006 census,
or on average a decline of around 1% per annum.

As at the 2013 census the nedian age (half are younger, and half older, than this age)

of people in the Tpfttiki District is 40.8. |
is 38.0 years. 16. 9 percent of people in Tp
compared with 14.3 percent of the total New Zealand population. 23.0 percent of

people are aged under 15 years in Tpfttiki Di
of New Zeal and. The graph below tracks pac:c

population age and forecast projections (based on Stats NZ medium projection
series) out to 2043. The overall trends points toward an aging demographic. This
apparent trend may have an impact on Council services going forward as they relate
to services relevant to the retired however it is important to note that the Statistic
New Zealand forecasts are not influenced by local factors such as the developing
Aquaculture Industry (discussed further below) which will increase employment
opportunities and therefore a working age population.
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wi || have significant i mpacts for the Tpfti
The already developing Aquaculture Industry will create employment (both direct and
indirect) opportunities within the community and have a subsequent impact on the

future population. So too will the Treaty of
Mbori Trust Board developing strategies to |
with a view to benefit Whakatfhea people wi

backto the area. Whilst the expansion in the kiwifruit and Manuka industries will bring
more people into the district to fill the jobs required, and also provide for more high
paying full time jobs.

Population Projections- Statistics NZ

Martin Jenkins has been commissioned to provide population projections for the
Tpfttiki District to support the Long Term P
1996 2001 2006 2013 2018 2023 2028 2033 2038 2043

We reviewed historical demographic data and school rolls as well as economic

variables such as employment, rateable assessments and building permits to

determine whether there were other trends that may inform population projections

0c14 15G39  em==40064 65+

Ethnic groups: 52.0 percent of people i frdmithode pr&libedt by Stafistics o ZeB1dhE and tRe N&tBR&I In&ithte © P € @ n
ethnic group, compared with 74.0 percent for New Zealand as a whole. 60.6 percent of Demographic and Economic Analysis.
of people in Tpfttiki District belong to the Mbori ethnic group, compared with 14.9

percent for all of New Zealand. _ o The analysis suggested that population decline of the order suggested by Statistics
Statistics New Zealand Census Data and associated projection are generally Nz and NDIEA were |ikel y outcomes. The appr

considered a reliable source of information for the purposes of planning for future population projections in the previous LTP was modified to provide an aspirational
(demand driven) services in the Local Government Sector and for that reasonform growth scenario for the district.

the starting point for the popudBadngTem assumptions for Councilds 2018

Plan. It is important however to note that these projections do not always cater for
localised events, issues and developments that can and often do influence
communiti es and their populations.

The Statistics NZ high percentile and low percentile scenarios wereadopted as the
baseline scenarios. We then estimated likely employment growth from the Twin
Har bour Projects, Kiwifruit expansion and Wl
included indirect and induced employment generated as a result of these direct jobs.

There are four such developments that argeedekifnhted thé Ii‘RertprﬁdE)rﬁonéffhi@é?n%loyhéhttﬁa%uld'ﬁa{i/étééorﬁei Distr

over the life of the 2018-28 Long Term Plan. The first is the developing aquaculture from outside the district over the medium term (to 2028).
i ndustry and related navi gi(discussechirasediandr entrance at Tpfttik

below) which will see the continued devVgisQhBeeRion eRdioyntedt fas héhtthbefed hd nelv AduskBokid andifeh Shor €

marine farm. The second is the pending Treaty of Waitangi Settlement with the additional population utilisin g ratios of average employed per household and

Whakatthea I wi entity (discussed oposeds eglig8 Rousehdid siPettd Getérmine tHe Gdditfolhl poiilatidn Shesd® jbbs would
expansion in the kiwifruit industry in the District, two of the three large packhouses attract.

have spent a considerable amount of money in capital expansion works over the last
three years, and have budgeted for significant increases in throughput and numbers
of jobs available. And fourthly the Manuka industry has really taken off over the last
three years through NZ Manuka, a considerable amount of capital has been invested
recently, and job numbers are projected to increase substantially. All of these issies

Over the period 2016 to 2028, there will be population growth of 2,182 people and
an additional 1,200 households from the increased economic activity.
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The additional population was added to the Statistics NZ High percentile projections
to reflect the aspirational population scenario. The Statistics NZ Low percentile
projections reflected a worst case scenario where the addtional activity resulted in

no new population growth. Popul ation pr oj gérdgé empléyees @ull time)pe€ hodséhbld i kgg Di st rict are shown
in Figure 1. Average household size 2.38 (2018) to 2.25 (2028)
Source: MartinJenkins
Figure 1: Tpftti ki District Population Projections, 2016 to 2028
13 The aspirational population projection is based on projected employment growth in
§ 12 the district. However, for this analysis we haveonly considered growth as a result of
© 1 the Twin Harbour projects and the Kiwifruit and Manuka industries. There is potential
§ 10 to achieve growth in other sectors of the local economy, such as tourism; or other
g 9 regional development activity that is occurringin t he regi on such as
§ 8 Mbor i Devel opment Board activity to encour a
= 7
§ 2 Further, the aspirational projection will change if any of these key assumptions
g 4 change.
2 3
% 2 It should be noted that these population projections are a guide to future growth and
° are not interpreted as an absolute when making investment decisions reflected in the
0 long Term Plan. By way of example, decisions around infrastructure investments are

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Aspirational Stats NZ Low

Stats NZ High

Source: MartinJenkins

Under the aspirational projection, population increases by 2.1 percent per annum
between 2016 and 2028, an increase of 2,182 people. Under the worst case scenario,
the districtds population would decli

Table 1 presents a summary of the key assumptions underpinning the analysis.

Table 1: Summary of Key Assumptions

Baseline population projections

Statistics NZ High (2018-2028) -0.02%pa
Statistics NZ Low (20182028) -1.3%pa
Employment from out of district

Twin Harbour Project - Construction 60%
Twin Harbour Project 8 Operations 40%
Kiwifruit processing 40%
Manuka production and processing 50%
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ne

Kiwifruit industry growth rate 0.75% pa
Indirect and induced multiplier 14

based on not only catering for the above population projecti ons but also provide for
additional capacity so to ensure that services are future proofed.

The illustrations of rating impact contained within the financial information of this LTP
does not take into account any growth in rating units, all targeted rates and uniform
charges are based upon the most current numbers available at the time of preparing
the LTP, If there is growth in the number of rating units the targeted and uniform

clﬁa)?geslp'er pro;‘.%’eﬁyr wc|llerer(13h}ce & ?h[ay win'be sl,Jprrgad ovefl a greater nu3mbé)r &t ©
properties.
Assumption: Level of Impact on Integrity
Uncertainty: of LTP:
That changes in population Medium Medium

structure and growth have been
adequately provided for in the
Long Term Plan

kistridt 2018-2028 Long Term Plan

pl e.



10 Rating Unit Growth

Rateable assessments provide anestimate of the total number of properties in
Tpttiki Rateabl e assess medresgentialnaimeccial
and public. From 2003 to 2013 there has been a steady increase in the number of
rateable assessments, as shown below;

Figure 2:Rateable assessments 2002018
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June year

Source: MartinJenkins

Between 2003 and 2013, the number of rateable assessments grew by 1.3 percent
each year. On average, there were an additional 73 rateable assessments each year.
From 2014 to 2018, the growth in the number of rateable assessments has dropped
off, growing by only 0.3 percent each year.

We would note that there has been some consolidation in the rateable assessments
with the amalgamation of rural properties between 2016 and 2017.

Looking forward, reticulation projects should result in infill housing in Hikutaia and
Woodl ands. The next |l ot of the Waiftahe
The district plan review saw 20 hectares rezoned from rural to industrial, and a marine
services and harbour industrial zone were also added.
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Figure 3Rateable assessment scenarios
8

7

6

Rateable Assessments, 000s

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Aspirational e Stats NZ High Stats NZ Low

Source: MartinJenkins

The number of rateable assessments increases under all three scenarios. By 2028, the
aspirational scenario sees the numberof rateable assessments increase by 1.6 percent
each year to 7,476.

Under the Statistics New Zealand high scenario, rateable assessments will increase by
0.3 percent each year from 2018 to 2028 to 6,459.

Under the Statistics New Zealand low scenario, ratable assessments will increase
only marginally, to 6,214, an increase of 0.04 percent each year.

The two assumptions that have a major influence on the rateable assessments are the
proportion of additional households that move into existing vacant reside ntial; and
that a decline in household growth does not have a flow on effect to rateable
assessments.

rifts should release a further 100

Assumption: Level of Impact on Integrity
Uncertainty: of LTP:

That growth in the rating base is | Medium Medium

adequately provided for in the
long Term Plan.
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11 Building and Residential Development The aging sewerage infrastructure requires upgrade and would not be able to cater
As discussed elsewhere in this paper the developing Aquaculture Industry along with for a substantial increase in infill development should individual owners wish to

a significant growth in the kiwifruit industry and a pending Treaty of Waitangi exercise their options under the District Plan and subdivide sections to 400m2. The
Settlement will create significant opportunities that are expected to drive population scheme will need to be upgraded in order for infill development to be an
growth over the 2018 to 2028 LTP period. environmentally sustainable option for the township. At present there is no
reticulated sewerage system in the Kukumoa/Hikutaia area. If the population was to
The projected population increases over this period are included in section 8 of this substantially increase in this area it is desirable from a health and environmental

paper. In summary it is anticipated that the population of the district will increase by perspective that sewerage be reticulated.
about 2,182 residents. It has been assumed that around 1,200 additional houses will

be needed to accommodate the increased population at a rate of 2.25 persons per The District Plan provides for a density of one household unit per 400m2 where sites

household. have access to a sewerage system. There are around 1090 existing houses within the
township and the majority of these houses are built on sites that are theoretically

The business case for the aquaculture venture shows that there wilbe a range of jobs capable of infill development acknowledging that many property owners may not

and salaries and therefore there is likely to be a wide variety of expectations in terms wish to subdivide. In addition it is anticipated that there will be a number of other
of the residential environments that pe agiies assaciatedwithshe processirlg faaility that are likely to be IoTapetl withikkthe Di st r |

Council needs to be able to offer choice in residential demand to satisfy demand and Tpttiki Tue wonirgdirect and induced effects of the establishment of the

expectations. processing facility. These activities will also have an impact on the sewerage system.
While there will be impacts on the capacity of the sewerage system within the

It is likely that some of the projected population increase will be accommodated township to cope with incre ased activities (residential and industrial) the current

through existing rural -residential lifestyle development in close proximity to the treatment facilities are capable of treating any increase and disposing of it in an

township. However, these developments are at the upper end of the market and will environmentally friendly manner.

not be an option that will be generally affordable for most. There is also capacity in

areas that are zoned coastal settlement, and in particular the area known as the Drifts It also cannot be overlooked that with the development of processing facilities f or

is one such area. These areas are also at the highegnd of the market. the aquaculture product, this too will have a significant trade waste component that

may need to be accommodated by the sewerage system.
There are two other areas that offer opportunities for further developments, the
Kukumoa/Hikutaia area which has a mixed old and new residential character and The Hikutaia area has at present around 460 houses. There is potential for around 530

could be developed further to satisfy mid -market ranges and within the boundaries further sites on land that is already zoned residential under the District Plan. Note:

of the Tpftiki Township there is a | ev e lthepumberofdotentidl housa gites was tajculatet usinghthe 83Dm2 ndnimaléot seeu i t a b |
the development of affordable housing. and included the hospital site.

It is anticipated that rural -residential lifestyle and coastal development are likely to There is also land presently zoned rural adjacent to the residentially zoned land that
accommodate a small percentage of the increased population due to affordability is considered suitable for residential development and there is potential for 346 sites.

issues. Therefore, it is anticipated that most of the population increase will be The greater Hikutaia area at its greatest extent is likely to accommodate in excess of
accommodated within the Tpftti ki Town s hi 876 rasidentialisites (pnder déxistingudles)r t he area known as

Hi kut ai a. Peopl e mo v ionalgy ekpact to havlem &irhilarkeveloE an r eas

infrastructural services that are available in other towns such as reticulated sewerage It is not desirable from a health and environmentally sustainable perspective for this

and water supply. level of development to occur without appropriate sewerage facilities. In addition the

old hospital located on Hikutaia Road has been land banked and is subject to treaty
claims. While the Councilcannot influence treaty processes and timing of settlements,
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it is anticipated that during the life of this LTP that the future of this site will become 12. Development of commercial aquaculture industry and navigable

apparent and while it may not be used for residential purposes any development is harbour entrance at Tpfttiki

likely to place additional demands for sewerage disposal. The past practice of The Tpftiki Har bour Transformati opendént oj ect

addressing sewerage disposal on site when the hospital was in operation is now not projects: one is the Eastern Sea Farms Limited (ESL) aquaculture venturé the

an appropriate way of addressing sewerage from an activity that is likely to generate countryds |l argest offshore marine farm; the

levels significantly above those generated by an individual residential activity. to improve the navigability of the Teptdti ki I

have t he potenti al t o transform the Tptti

In summary: deprivation and social spend, to social and economic independence.

T It is anticipated that the population of Tpfttiki wi || increase by 2,182 resident
and that this will require the building of 1,200 houses The ESL marine farm site is located 8.5km off the Eastern Bay of Plenty coastline and

1 It is anticipated that a small percentage of the increased population will be will have atotal area of 3,800 hectares when fully developed. Comprehensive research
accommodated through rural -lifestyle development and land presently zoned and investigations undertaken as part of the
coastal settlement such as the o6Dr i ft dghesiteispotentially one of the most productive marine farming areas nationally and,

T The aging state of the Township0s s e wenralhpgobabiliy, iotermatibrally. a si gni fi cant constraint to
residential infill development and the ability of the system to accommodate new

aquaculture processing and other associated industrial activities ESL holds all necessary resource consents for the development of the multispecies
1 The Hikutaia area is presently considered capable of accommodating a marine farm. The first three trial lines for Greenshell mussels (15km total length) were
significant proportion of growth through both land presently zoned residenti al installed in October 2010. An operating c ompany, WhMwksasteflhse a( Tpf t i
and an extension to the residential zone on land presently zoned rural Limited (WMOL), was formed in 2014 and has since installed 108 of its own lines and
1  The Hikutaia area is not presently serviced by reticulated sewerage and for the 60 for ESL. The first commercial harvest of 45 tonnes in October 2016 was sold on the
population to increase in this area there is a need for a reticulated sewerage local market and WMOL purchased a specialised marine farming vesselthe Northern
disposal system from health and environmentally sustainable perspectives Quest, in November 2016. In November 2017, WMOL contracted a New Zealand boat
1  The settlement of treaty claims over the life of the LTP will create a dynamic builder to build a second, new customised vessel. Once production reaches about
situation that is |likely to place addbfbDO0@atodemangeony€auncitlhy fea@ielcitt iteos baen da |
particular the Hikutaia area where the on-site disposal of sewerage and waste processing plant will be constructed. The resource consents for the farm enable
from a significant activity will be undesirable from both health and diversification into other species including scallops, pacific and flat oysters, and allow
environmentally sustainable reasons. for pilot farming of geoduck. Trials with some of these species have been undertaken.
Assumption: Level of Impact on Integrity Tpttiki District Counci l has | ed the develo
Uncertainty: of LTP: harbour entrance that provides a level of access suitable for servicing the existing
That urban development has Medium Medium marine farm and enables additional offshore aquaculture development in the Eastern
been adequately catered for and Bay of Plenty. In July 2009, all necessary resource consents were granted for the
that planned for infrastructure improvement works, including regional and district council consents and restricted
can cope with expected coastal activity approvals from the Minister of Conservation. A concession for the use
development. of land has been approved by the Department of Conservation and is being updated

As can be seen from the timelines below, the existing marine farm and the harbour
entrance improvements are inextricably linked. For the commercial entity, the
proximity of the marin e farm to servicing and processing facilities is a key determining
factorinthelong-t er m vi ability of the farmbés devel oj
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farm occurs through the Port of
by road for proces si ng. However, Whakatbne is no
its difficult harbour entrance, lack of suitable land for servicing and processing
facilities, and conflicting uses in and around the harbour. Locating the servicing base

Wh a k at b n eommuaity fomnhigls leveld ode@ivagon @and sociad gpend, to e atial ara ecbreomic a n g a

t indeperideneeb |l e i n the | ong term due to
The harbour and the aquaculture projects are fully consented. The commercial
aquaculture entity is now active and a local mussel processing plant becomes feasible

i n Tpftti kast cosseffectiveeoption, subject to a reliable entrance being when the operation reaches a production volume of 6,000 tonnes year. The
created. Whakat fhea Agreement in Principle to reser\yv
more than doubles the likely benefit of the harbour and recent research shows that
Similarly, the benefits of the Tpftti ki huaprtolfivedarms otalling 20,000 ba are sustaimableimtieerEastern Bay of Pleng.t  wi | | 0
be fully realised if the marine farm servicing and facilities can be | ocated in Tp
with th e resultant social and economic benefits to the community. The development of the harbour to enable the aquaculture industry comes at
significant cost. That <cost cannot, and sho
ratepayers alone. The required investment is well outside the affordability reach of
Aquaculture Industry Tpftiki Har bour theTpfttiki District community on its own. Ec:«¢
Investment decision Sep & Dec Government 8 By Dec 2018 demonstrate that the harbour project and the developing aquaculture industry have
2018 investment a range of national, regional and local benefits. As a result, there is a sound case for
decision publicf unding beyond the Tpftiki District boun:q
First commercial harvest Jan- Oct Construction Late
2016 start 2018/Early A fully operative aquaculture industry serv
2019 the Tpfttiki Districtés community in terms of
Construction Early 2021 the regional and national benefit should not be overlooked. Estimates by Sapere
finish (2012) are that the existing 3,800 hectare marine farm, using conservative figures and
processing mussels alone, could be worth about $41-55 million in terms of regional
Gross Domestic Product (GDP).Multiplying th ese numbers by three times (still
Assumption: Level of Impact on Integrity conservative) gives $120M - $150M as the potential benefit. This also has a flow on
Uncertainty: of LTP: impact on national GDP, and other national benefits such as a potential reduction in
That the aquaculture industry Medium High the need for tax payer funded social servicesintheT p £ t i ki District.
and related Tpft
Transformation Project will Given the local, regional and national benef
continue to develop as planned. District Council, Bay of Plenty Regional Council and central government has been
assumed. In 2013, BOPRC committed $18M in grant funding through their Regional
Infrastructure Fund, plus $2M in its Long Term Plan 201525. ODC is working with
13 Funding of the Tpttiki Harbour RedevRFblpMmeht. including BOPRC, Whakatthea Mbori
Asdescribedinpoint12, the devel opment of the Tpt t imeyatoyand graplpyment andhe Miniginy, for, Rringgry Indystries, to finalise a

the developing aquaculture industry in the Eastern Bay of Plenty and central to the
Tpttiki Di strict ewmmmicandsodiahbenefiaiss soci at ed

Combined with the ongoing development of the commercial aquaculture industry, a
navigabl e harbour entrance at Tpfttiki

36|Page 0 Tpf t i

business case for government funding for the harbour development.. The business
case provides compelling social and economic justification for investment.

The commi t ment of $5.4M from Tpfttiki Distriec
h 1Q Qe repajd overjige by revenug fjom hahourugers. TheBRRRE fundingis agrgnt. ¢ i

subject to a range of conditions set out in a Heads of Agreement approved in

December 2014. The form of the government funding is not known at this stage but

kistridt 2018-2028 Long Term Plan



is assumed to be a mixture of grant funding and suspensory loan. The following
funding splits are assumed for the purposes of the 2018-28 financial forecasts.We

expect the government contribution to
much.

Funding Partner: Contribution:
Tpftiki District Cou $5.4M

Bay of Plenty Regional Council (grant) $20M (no inflation allowance)

$26.6M
$52M

Central Government
Total

While there is no confirmed commitment around the government funding all political
parties and many government officials have been briefed and updated over the past
12 years.

The BOPRC funding is conditional on a commitment to the construction of a local
processing plant, as the expected social and economic outcomes arise from the
creation of local jobs, with | ocal people filling
contribution is also to drive social and economic change and is therefore subject to
the same condition.

WMOL has achieved successful mussel spat catches and its second commercial
mussel harvest. The spat catch nationally has been significantly reduced over the last

b efurther wgith governimant.

Additional Assumptions:

The LTP assumes Council ownership of the harbour training walls. This will be tested
at this stage candt predict how
It is assumed that a revenue flow from the existing mussel farm will commence on

completion of the harbour and that revenue from harbour users will effectively pay

back the ratepayer contribution over time.

14. Treaty of Waitangi Settlement

A significant Treaty of Wai tangi Settl
within the planning horizon of the 2018 -28 Long Term Plan. Certainly the down
stream benefits to the Tpftiki Di stri
that point in time. However the reality that settlement will occur within the planning
period is an important consideration
District. Both of these issues wildl
Communit y and its population. I n August
Principle with the Crown. The quantum of settlement agreed is $100M, with additional
redress in the form of land, cultural, education and health initiatives as well as a

ement

ct Con
when

have s
2017 W

t Hd £es ejr g friher $0QQha of ryarine fapning spacer Gppseniapplicgtions have

been lodged and are being processed for this space.

able it is
opportuni
pri mar.i |l

Whil st specifics are
intend to invest Treaty Settlements in area 6 s
and that t hose

not yet avail
that <create
opportunities wild.l

few years and the site at Tpfttiki i s sholesimentsaredikalyte ke made inghe arqps,of hegltly, pducation, ang employmgnt ¢ h e wi
industry. Given the companyds success t dreajingindusties sigh ag Hodiqulturg, Feregry, fgripuugeiand Aguaculityre. SUCh me nt i
judged to be low, though there are a range of risks related to weather patterns and investments will have a material impact on |
events, offshore currents and nutrients, vandalism etc. The risk in relation to the
establishment of a local mussel processing factory is therefore judged to be medium. Assumption: Level of Impact on Integrity
Uncertainty: of LTP:
If external funding is not available to support the Harbour Transformation Project, it That there will be a Treaty of Low Medium
will not go ahead and associated expenditure will not occur because the level of Waitangi Settlement with
investment is beyond the Tpftiki DistrictWhtammulyiwihghgldeohbli | ity to |pay.
the 2018-28 Long Term Plan
Assumption: Level of Impact on Integrity
Uncertainty: of LTP:
External funding is available in Medium High

support of the

Transformation Project.
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15. Biosecurity Incursion Risks

There are a number of biosecurity risks that have the potential to significantly impact
the district.

In the last LTP we had a separate assumption on Pseudomonas Syringae pv. Actinidiae
(PSA) which had recently impacted on the district quite significantly.

More recently, an outbreak of Myrtle Rust hit our shores with the potential to
devastate Pohutukawa and Manuka. There were a number of positive cases in
Northland, and a few in the Bay of Plenty. There have been no confirmed cases yet in
the Tpfttiki Di strict but the i mpact on
some potential, although it has been found that Manuka in Australia (where the rust
originated from) has been quite resistant.

In the aquaculture industry, there is potential for a biosecurity risk to affect the
production of mussels. In recent times there have been instances of other organisns
growing on the mussels grown in other areas. Harvesting of mussels was also halted
for two weeks in late 2017 as there was a shellfish biotoxin alert issued by MPI for the
Bay of Plenty. All commercial shellfish growing areas have strict sampling
programmes in place to monitor biotioxins and ensure shellfish sold by retailers and
wholesalers are safe to eat.

Assumption: Level of Impact on Integrity
Uncertainty: of LTP:
That there is a potential for Low Low
biosecurity hazards to
significantly affect the district.
16. Availability of staff/contractors

Recent economic conditions in New Zealand mean that there are skills shortages in
some industries. In the 2017 Preelection Economic and Fiscal Update, Treasury
warned of growing evidence of capacity
is evidence that many civil construction contractors are busy, are recruiting and
struggling to attract appropriately skilled staff. Council also struggles to attract staff
to some skill areas. As a result of the harbour project, Council is a partner, and has
underwritten the development of a Pathways to Work programme. This programme
has become a broader programme underpinning the economic development
programmes of the Eastern Bay of Plenty and is beginning to have results in ensuring
pathways into training and jobs. It is anticipated this will be a strong focus area in the
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constraints on the economy. In Tpftiki,
Assumption: Level of Impact on
Uncertainty: Integrity of LTP:
That the wastewater replacement Low Low

next three years of this LTP. Council included a requirement in the tender process for
the harbour for the contractor to engage with the Pathways to Work programme to
ensure maximum uptake of the newly created jobs. There is potential that the letting
of a contract to build the harbour will bring additional expertise and capability to
Tpttiki i n the fresournededntract@sy and up

It is assumed that the announcement of the harbour will m ean we are able to attract
more skilled applicants for the vacancies, and that the Pathways to Work programme,
and the joined up programmes of the partners will have positive effects on the
aaailabilityobwerk meadylgcal Whekersi k @ i ndustry coul d have

It is assumed that we will be able to retain and find skilled staff and contractors to
undertake work that is required, to the agreed standards, deadlines and cost.

Assumption: Level of Impact on Integrity
Uncertainty: of LTP:
That staff and contractors will Low Low
be available as reeded and
budgeted.
17. Tpftiki Wastewater Renewal Project

Council undertook significant investigation works in the first three years of the 2015 -
25 LTP on the issues present within the network, this involved a find and fix project
on a smaller catchment of the town that proved very successful.

The results of the investigation pointed to a much more affordable relining and
replacement project to be carried out across the balance of the town which has
already begun. The remainder of this project will be completed in the first few years
of the 2018-28 LTP. There is a minor risk of delay due to pressure on contractor
availability over the next three years.

project will entail a revised
replacement and relining project
for the Tpftiki
network as budgeted.
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18. Source of funds for the future replacement of assets

The sources of funds for the future replacement of assets are outlined in the Revenue
and Financing Policy and also referenced in the Financial Strategy in terms of

affordability.

Assumption:

Level of
Uncertainty:

Impact on Integrity of
LTP:

That the sources of funds for
the future replacement of
assets will be available to
Council.

Low

Low

19. Resource Consents

Itis assumed that all projects outlined in the Long Term Plan that are required to gain
resource consent should do so in a timely manner, within the cost estimates provided.

Assumption: Level of Impact on Integrity of
Uncertainty: LTP:
That resource consents where | Low Low

happen over the course of this
LTP, shouldone happen however,
it is assumed that Council can
obtain funding for recovery and
still continue to deliver essential
services to the community.

Assumption: Level of Impact on Integrity
Uncertainty: of LTP:
That a natural disaster does not Medium Low

21. Insurance

It is assumed that we will be able to obtain insurance cover and that the cost for

insurance will be similar to that for the previous year plus inflation.

Assumption:

Level of
Uncertainty:

Impact on Integrity
of LTP:

That insurance cover is available
at rates equivalent to the prior

Low

Low

required for projects will be
available.

20. Natural Hazards/Disasters

Our district is at risk of a range of natural hazards such as earthquakes, flooding,
drought, debris flow, slips, tornado, fire, and volcanic activity. We have not allowed
for any such event in our LTP. However, we have appropriate insurance policies, and
agreements with Central Government to cover the majority of the costs from these
types of events. Itis also assumed thatwe will be able to continue operating to deliver

year plus inflation.

22. LGFA Borrower Notes

It is assumed that the LGFA will not default on any of its financial commitments
requiring Council to convert its borrower notes into equity over the period of the LTP.

As a nonguaranteeing Council we are required to purchase borrower notes as
secuiity when we borrow from the LGFA. These notes are converted to equity on
default, the likelihood of this happening is very remote as there are many other
failsafe measures further up the chain that will get called upon before the borrower

essential services to the community in the event of a disaster.

notes.

Assumptio n:

Level of
Uncertainty:

Impact on Integrity
of LTP:

That the LGFA borrower notes
will not be called upon over the

term of the LTP.

Low

Low
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Disclosure Statementand Financial Prudence Benchmarks

Long Term Plan disclosure statement for period commencing 1 July 2018 Rates (increases) Affordability & General Rates
The following graph compares the council's planned general rate increases with a
The purpose of this statement is to di s cquantSied linitloregeneraluateincréades comdinadrinmthe finarfcial stratagy incduded pr ud e n
in relation to various benchmarks to enable the assessment of whetherthe council is in this long-term plan. The quantified limit is the Local Government Cost Index(LGCI)
prudently managing its revenues, expenses, assets, liabilities, and general financial plus 3%.
dealings.
6.00%

The Council is required to include this statement in its Long Term Plan in accordance
with the Local Government (Financial Reporting and Pruderce) Regulations 2014 (the
regulations) Refer to the regulations for more information, including definitions of
some of the terms used in this statement.

5.00%

o 4.00%
2]
Rates Affordability Benchmark o
S 3.00%
The council meets the rates affordability benchmark if; E
1 Its planned rates income for the year equals or is less than each quantified limit °© 2.00%
on rates; and
T Its planned rates increases for the year equal or are less than each quantified 1.00%

limit on rates increases.

0.00%

® Quantified limit on rates increases

B Proposed rates increase (at or within limit)

Proposed rates increase (exceeds limit)
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Rates (Income) Affordability o General Rates Rates (increases) Affordability o Targeted Rates

The following graph compares the council's planned general rates with a quantified The following graph compares the council's planned targeted rate increases with a
limit on general rates contained in the financial strategy included in this long -term quantified limit on targeted rate increases contained in the financial strategy included
plan. The quantified limit is prior year general rates plus (LGCI plus 3%. in this long-term plan. The quantified limit is 10%.
14,000 14%
12,000 12%
10,000 10%
[}
%]
» 8,000 S 8%
S S
Q c
Q - 0,
% 6,000 s 6%
4,000 4%
2,000 2%
) 0%
2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Year
m Quantified limit on rates income m Quantified limit on rates increase
H Proposed rates income (at or within limit) m Proposed rates increase (at or within limit)
Proposed rates income (exceeds limit) Proposed rates increases (exceeds limit)
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Rates (Income) Affordability o Targeted Rates

The following graph compares the council's planned targeted rates with a quantified
limit on targeted rates contained in the financial strategy included in this long-term
plan. The quantified limit is prior year targeted rates plus 10%

4,500

4,000

3,500

3,000

2,500

$000's

2,000
1,500
1,000

500

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Year

m Quantified limit on rates increase
H Proposed rates income (at or within limit)

Proposed rates income (exceeds limit)

Balanced Budget Benchmark

The following graph displays the council's planned revenue (excluding development
contributions, financial contributions, vested assets, gains on derivative financial
instruments and revaluations of property, plant, or equipment) as a proportion of
planned operating expenses (excluding losses on derivative financial instruments and
revaluations of property, plant, or equipment).

The counci meets the balanced budget benchmark if its planned revenue equals or is
greater than its planned operating expenses.

250%

218% 3119

200%

150%

100% 101% 101% 101% 101% 100%
100%

50%

Revenuefoperating expenditure (3:)

0% T T T T

2008 2019 2020 2021 2022 2023 2024 2025 2026 2027 2023
Year

e Benchmark met Benchmark not met
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Essential Services Benchmark

The following graph displays the council's planned capital expenditure on network

services as a proporfon of expected depreciation on network services.

The council meets the essential services benchmark if its planned capital expenditure
on network services equals or is greater than expected depreciation on network

services.

700%
583%

600% 5499

500%

Debt Servicing Benchmark

The following graph displays the council's planned borrowing costs as a proportion
of planned revenue (excluding development contributions, financial contributions,
vested assets, gains on derivative financial instruments, and revaluations of property,
plant, or equipment).

Because Statistics New Zealand projects the council's population will grow more
slowly than the national population is projected to grow, it meets the debt servicing

benchmark if its planned borrowing costs equal or are less than 10% of its planned
revenue.

400%

29096302%
300%

200% 185%  179%  174%

100%

Capital expenditure/depreciation (%)

0%

Benchmark not met

m Benchmark met
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Borrowing costs/revenue (%)

12%

=
:
>

10%

faYal
7

8%

6%

4%

3%

2% 2% 2%

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Year

mmm Benchmark met Benchmark not met
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Debt Affordability Benchmark Net interest expense/rates revenue less than or equal to 15%
The Council meets the deht affordability benchmark if it s planned borrowings is

within each quantified limit on borrowing. The following graphs compare the

Council s pl anned d elbnits om botrdwingt cordainegl unathet i f i e d

financial strategy included in this Long Term Plan.

The quantified limits are:

Net interest expense/total revenue less than or equal to 10%

12%

10%
8%
&
4%
2%
0%

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

)
38

Met Interest Expensef Total Income 2

Year

m Cuantified limit on debt W Proposed debt &t or within limit)

Proposed debt {exceeds limit)
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