Review of Revenue and Financing Policy

Policy overview

This is a review of the existing Revenue and Financing Policy adopted in 2018. The Revenue and
Financing Policy sets out the Council’s funding philosophy, describing how each of the Council’s
activities will be funded and why it is funded that way. This includes for example the mix of
general rates, targeted rates, fees and charges and other sources.

The Council is required to have a Revenue and Financing Policy under the Local Government Act 2002. It
must be included in the Council’s final Long Term Plan. The review cycle is not legislatively prescribed but
a three-yearly cycle in keeping with the Long Term Plan cycle is practical. The LGA requires consultation
on a review of this Policy.

Overview of changes proposed to the Policy

e The Policy has been streamlined to show the sources of activity funding in an easier-to-read table,
and to reflect the new groups of activities structure

e C(Clarifications have been made to the definitions for Development Contributions, Financial
Contributions and the Harbour Endowment Fund.



Korero mai — Let’s talk

What do you think about our proposed changes
to the Revenue and Financing Policy?

Making a submission is easy!

You can make a submission online:
https://koreromai.whakatane.govt.nz/financial-policies

Or email your submission to:
submissions@whakatane.govt.nz

Post your submission to:
Whakatane District Council, Private Bag 1002, Whakatane 3158

Or deliver to:
Civic Centre, Commerce Street, Whakatane; or
Service Centre, Pine Drive, Murupara.

Submission forms are available from libraries, Council offices and
https://www.whakatane.govt.nz/Itp/financial-policies

Key Dates

Submissions close:
23 May 2021

Hearings:

25 May 2021 (for those who would like to present their submission to the Council)

Deliberations:

7 — 18 June 2021 (Council meets to discuss any changes to the policy based on submissions)

Adoption:
14 July 2021

Need more information?

If you have any questions about this policy, or about the process of making a submission, our website is a
great place to start. You can also feel free to get in touch with one of your elected Council members or staff

here at the Council.

P  Website: www.whakatane.govt.nz
»  Email enquiries: info@whakatane.govt.nz
»  Phone enquiries: (07) 306 0500 (ask for the Strategy Team)



https://koreromai.whakatane.govt.nz/financial-policies
mailto:submissions@whakatane.govt.nz
https://www.whakatane.govt.nz/ltp/financial-policies
http://www.whakatane.govt.nz/
mailto:info@whakatane.govt.nz
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Draft Revenue and Financing Policy

1.0 PURPOSE

The Local Government Act 2002 (The Act) requires the Council to manage its finances
prudently andina way that promotes the current and future interests of the community.
This policy outlines the choices we have made in deciding the appropriate sources of
funding for operating and capital expenditureand how we have made these choices.

2.0 POLICY CONSIDERATIONS

Section 101 of the Act requires local authorities to consider certain matters when
determining the sources that will be used to meet funding needs. The Council has
considered the following matters:

2.1 Community outcomes

Community Outcomes represent the Council’s contribution to community wellbeingin the
District. They represent the goals that the Council is aiming towards and underpin the
rationalefor the activities and services the Council delivers.

22 Distribution of benefits

For each activity, this consideration analyses the distribution of benefits between the
community as a whole, any identifiable partofthe community, andindividuals.

The funding sources selected by the Council for each activity will typically, although not
always, reflect who is benefiting from the activity. It will also be influenced by the other
policy considerations listed in this section.

23 User pays and exacerbator pays

This consideration analyses the extent to which the actions or inaction of particular
individuals or a group contribute to the need to undertake the activity. Examples are
community facilities, water supply, solid waste, road and footpaths, health and safety. The
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principle suggests that Council should recover some costs directly from those causing
demand for the service.

A number of Council’s activities exhibit user pays and exacerbator pays characteristics.
Through the use of fees and charges (including fines), the Council will seek to recover
expenditure where this situation exists. However, itis acknowledged that itcan be difficult,
inefficient or sometimes inappropriate, andinthese circumstances activities will be funded
through general rates.

24 Period over which benefits accrue

This consideration analyses the period in or over which the benefits of Council’s activities
areexpected to accrue. This then indicates the period over which the operatingand capital
expenditure should be funded.

For all activities, operating costs are directly related to providing benefits in the year of
expenditure. As such, they are appropriately funded on an annual basis from annual
revenue.

Intergenerational equity applies to capital expenditure where assets have useful lives
ranging froma few years through to many decades. One method used to spread these costs
over time is loan funding. This ensures that current ratepayers do not pay for benefits
received by future ratepayers. Each year’s ratepayers servicethe debt associated with this
asset. This results in infrastructural costs being spread more evenly across the life of the
assetand the different ratepayers who benefit fromit.

25 Costs and benefits (of separate funding)

This consideration analyses the costs and benefits of funding the activity distinctly from
other activities.

There are administration costs associated with separate funding and these need to be
weighed againstany benefits of targeting specific beneficiaries/ users of a service, including



transparency and accountability. Transparency and accountability are most evident when
anactivity has onedefined funding source. This allows ratepayers, or payers of user charges
to see exactly how much money is being raised and spent on the activity, and to assess
whether or not the cost to them of the activity represents good value.

However, funding every activity this way would be extremely complex. The administrative
costand lackof significancelead Council to fund a number of activities by way of a general
rate. To aidintransparency and accountability, Council separates thetotal general rateinto
reasonable activity breakdowns, when presenting the ratepayer with their rates
assessment notices. This then allows the ratepayer to make some form of meaningful
assessmentdown to activity level.

2.6 The overall impact of any allocation of liability for revenue needs on
the community.

This consideration complements the previous considerationslisted above.

Once all the previous considerations have been taken into account, Council ensures that
overall funding sources are not creatinga disproportionateburden on a specific sector or
part of the community.

3.0 FUNDING SOURCES
Funding sources areeither payingfor operating costs or capital costs.

31 Funding of operating cost

Operating expenditure pays for Council’s day to day spending on services we provide. These
includes contribution for maintaining existing assets, or other expenditure that does not
buy or build a new asset.

Council funds operating expenditure from the followingsources:
a) General rates, includinguniformannual general charges;
b) Targeted rates,including fixed targeted rates;

c) Fees andcharges;

d) Interestand dividends frominvestments;
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e) Grants and subsidies;and
f) Other operatingrevenue (e.g. operatingreserves).

The Council has determined the proportion of operating expenditure to be funded from
each of the sources listed above, and the method for apportioningrates and other charges.

The Council may choose to not fully fund operating expenditure in any particular year, if
the deficit can be funded from operating surpluses in the immediately preceding or
subsequent years. An operating deficit will only be budgeted when beneficial to avoid
significantfluctuations in rates, fees or charges.

The Council may chooseto fund from the above sources more than necessaryto meet the
operating expenditure in any particularyear.

The Council will haveregard to forecastfuture debt levels when ascertaining whether itis
prudent to budget for an operating surplus for debt repayment. The LGA requires Council
to produce a Funding Impact Statement that provides details on the funding mechanisms
to be used for each year covered, and for this Statement to be includedinthe Long Term
Plan and Annual Plan, as appropriate. The Funding Impact Statement shows how the
Council intends to implement the Revenue and Financing Policy each year.ltalso shows the
amount of funding to be collected from each availablesource, including how various rates
areto be applied.

3.2 Funding of capital cost

Capital Expenses pays for buyingor building new assets including replacing an existing asset
or improvingan existingone to deliver a better service.

The Council usually funds capital expenditure from borrowing, spreading repayments over
several years, or from Reserves. Borrowing is managed within the framework specified in
Council’s Liability Management Policy. Borrowing for capital expenditure enables the
Council to ensure there is intergenerational equity in terms of who funds capital
expenditure — the repayments are spread over the reasonably expected average life of the
assetwhere practicable. This means today’s ratepayers are not asked to fund tomorrow’s
assets.



To help offset the impact of debt repayments on rate payers, we will look for funding
sources for capital cost. Other funds include:

a) GrantsandSubsidies -fromagencies such as the NZ Transport Agency and Ministry of
Health, and Provincial Growth Fund;

b) Development contributions and Financial Contributions;
c) Proceeds fromthe saleof assets;and

d) Lump sum contributions.

33 Definition of funding sources

This section provides some simpledefinitions of the different sources that are availableto
fund Council’s activities. Activity may be funded from one or more source.

General Rates: General rates are used to raiserevenue for activities thatare of public good
or where recovery from users (private good) is not efficient or possible. They include two
portions. Partis set based on capital value (value of land plus improvements), and partis
by a fixed amount per rating unit (Uniform Annual General Charges — (UAGC).

A stepped differential is applied for properties with a capital value over $15m. For
properties that are in this category, the portion of the property valued under $15m will
attract the full capital value general rates charges. For the portion of the property with
capital value over $15m, Council may define a percentage of the general rate charges to
apply. This differential does not apply to the UAGC portion.

Targeted rates: Targeted rates are used to raise revenue for activities where an area of
benefit can be recognised, for example a rate may be charged to the commercial sector, or
to a specificward.They are set based on the capital valueor as a fixed amount per rating
unit (Fixed Targeted Rate). This can be used for both privategood and public good.

Lump sum contributions: For the recovery of specific capital expenditure, otherwise loan
funded (optional for ratepayer). These musthave a high component of privategood as they
are paid by ratepayers for capital. Our policy is to not accept lump sum contributions for
targeted rates.
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Fees and charges: Fees, charges and the recovery of fines are used to raise revenue for
services or activities that have a high component of private good and where the users of
the serviceor the exacerbators areidentifiable.

Interest and dividends from investments: The Council has very little external investment
holdings and these do not make any return of note. Any income that is received from an
investment are generally used to fund activities of public good.

Borrowing: Loans, both shortterm and longterm. Our policyisthatborrowingis a funding
tool and does not need a split between public and private good as itis only deferring the
eventual charge.

Proceeds from asset sales: Our policy for the proceeds from the sale of assets is that the
proceeds from assets sales will be applied to reduce debt either within the activity from
which the salearoseor by Councilallocating the proceeds to retire debt in a specific activity.

Development contributions: To levy these there must be a specific policy, however the
revenue and financing policy mustsignal why these are going to be levied. This must have
a high component of privategood. Council generally considers development contributions
as its main fundingtool for development related costs.

Financial contributions: Council may also require a financial contribution to mitigate
environmental effects of a development or subdivision. This may be inthe form of money
or land or a combination of both. The Resource Management Act (RMA) restricts the
charging of financial contributions to only those activities that avoid, remedy or mitigate
environmental effects.

Grants and subsidies: Our policyis thatincomereceived from an external fundingentity be
applied againstthe project for which the subsidywas acquired. These generally would be
of a public good however this can depend on the purposeor source of the grantor subsidy.
Insome cases financial assistancerelates to a specific project and the ongoing management
of the infrastructure e.g. Waka Kotahi (NZ Transport Agency) subsidise both capital costs,
as well as contributing towards operational costs of the Transportteam.

Council created reserves: Council created reserves areused to fund a number of activities,
usually in instances where the activity meets the purpose for which the reserve was
created. Operatingreserves areused for a specific purposeor activity e.g. Transport, while
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depreciation reserves are used for funding asset renewals. In some instances, where it is
considered appropriate by the Council and where appropriateapprovalisgranted, reserves
are used to fund items outside of their original purpose.

Harbour fund: The Council owns a number of harbour properties inthe Whakatane Central
Business District. Theincome from these properties and any sale of harbour endowment
assets areheld as the Harbour Endowment Fund. Rules associated with the Harbour Fund
have been set through legislation, and restrict income derived from leases or the sale of
assets. Our LTP 2021-31 operates withinthese required parameters.

Any other source: Other fundingsources may beavailable from timeto time to fund Council
activities.

4.0 SIGNIFICANT ASSUMPTIONS

Council has made a number of forecasting assumptions in preparing the 2021-31 LTP.
These are further outlined in the draft Significant Forecasting Assumptions for the LTP
2021-31 document.
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34 Summary of sources of funding for operational cost by activity
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3.5  Activity funding tables

The whole community be nefits from thisactivity that contributes to an open, transparent and accountable democratic process for
local government. This activity also provides opportunitiesto participate in decision making.

Local Governance Low Nil Nil
Most of operational costis allocated to the whole district as part of the general rate. Targeted rates are used to fund each of the four
Community Boards of the District.
Maori This activity supports and strengthens the relationships between the Council andiwi/M3ori and therefore the wider community
. Low Nil Nil benefits fromthis activity. This activity recognises our obligations as a treaty partner. Operational costs are funded through the
Partnerships
general rate.
Communit This activity supports and strengthens the relationships betweenthe Coundl and the community. Keepingthe communityinformed
y Low Nil Nil and engaged on Council matters and respondingto enquiriesbenefits the wider community. Operational costs are funded through the
Engagement
general rate.
This activity contributesto the current and future needs of the District and benefits the wider community.
Community Nil Nil
Development Low : ! Organisations and groups responding to community needs will be eligiblefor grants or subsidised rentals. Operational costs are funded
through the generalrate reflectingthe public good component ofthis activity.
) The wider community benefits from the promotion and support of activities and projects that contribute to a vibrant economy with
Economic strong employment pathways.
Developmentand Medium Low Nil
Regeneration The high public good component recognises the significant operational costs funded primarily through the general rate. Fees and
charges, targeted rates and subsidies are used to reflect the private good component of this activity.
Resource The wider community benefits from the developmentand use of land in our District that balances the need for growth and protecting
Management oW Loy ey ourspedal places and community values and environment.
Policy Operational costs of this activityare funded entirely through general rates.
Strategy and The wider community benefits from strategies, policies, plans and bylaws to address the challenges and opportunities facingour District.
. Low Nil Nil
Policy Operational costs are funded through the general rate reflecting the public good component of thisactivity.
The wider community benefits from safe, quality infrastructure to enable various modes of transport. It contributes to i mprove
economicand social wellbeingoutcomesforthe Districtas a whole.
Road and . . . Operational costs relating to the transport network are funded through a targeted rate across the District. This activityis also funded
Medium Medium Medium | Low . .
Footpaths through subsidiesfrom Waka Kotahi (the New Zealand Transport Agency).
Operational costs relating to Parking enforcement servicesis primarily benefiting the community and businesses ofthe CBD. This activity
is entirelyself-funding. Costs are recovered entirely by way of fees and charges (alsoincludes fines).
A1250388 7




NATURE OF
ACTIVITY

WHO CONTRIBUTES
WHO BENEFITS TO THE NEED

Nil, Low, Medium, High Nil, Low, Medium,

Rating High Rating

Benefit User bator

‘ Public Private Exacer-

Low

RATIONALE FOR FUNDING

The activity benefits properties that are able to connect to water schemes within the District by providingthem with potable water.

Operational costs are funded through targeted rates (targeted to propertieswhere connectionto a scheme is possible) and through
feesandcharges.

Feesandcharges are usedto recover costs of water use where meters exist. Where there are no meters in place the targeted rate
include a charge equalto the national average level of water use.

Most water schemes have been equalised for funding purposes, rather than each scheme payingforits own costs. Thismeans that
everyone receivinga similar service of having accessto a scheme, pays the same regardless of the costs related to each individual
scheme. Ruatahuna, Murupara andthe Plains water schemes have not been equalised, generallydue to the higher cost for affected
ratepayers.

People whoare not connected to a water scheme do not contribute to the funding ofthe scheme. Households that have accessto the
schemesbutdon’tuse the service are charged half ofthe fixed charge.

Low

The activity benefits properties that are able to connect to a scheme within the District by providingthem with a sewage disposal senice.

A user pays approach applies given that the users of this activity can be easily identified. It is also administratively efficient to apply
targetedrates.

Operational costs are funded though targeted rates (targeted to properties where connection to a scheme is possible) and fees and
charges (forthe trade waste component).

The costs of sewerage schemes have been equalised for funding purposes rather than each scheme payingforits own costs. This means
thateveryonereceivinga similarservice of havingaccessto a scheme, pays the same regardless of the costs related to each individual
scheme. The exceptionis Murupara who has its own scheme.

People who are notconnectedto a sewerage scheme donot contribute to the funding of the sewage schemes. Households that have
accessto theschemesbutdon’t use the service are charged half ofthe fixed charge.

The use of general rates to fund this component of the activityis not considered to be fairand reasonable.

Low

WaterSupply Nil
Sewage
Treatment & Nil
Disposal
Stormwater X

. Nil
Drainage
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This activity primarily benefits individual households and businesses by protectingthem frominundation.

Operational costs of this activityare funded through targeted rates and reflects a user pays approach (targeted according to each area
benefiting froma stormwater scheme).




NATURE OF
ACTIVITY

WHO BENEFITS

Nil, Low, Medium, High

Rating

Public

benefit

Private

Benefit

Waste

Managementand | Low

Minimisation

HealthandSafety | Medium Medium
Resource

Management Medium Medium
Consents

Building Control Low
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WHO CONTRIBUTES
TO THE NEED
Nil, Low, Medium,
High Rating

User

Medium

Exacer-
bator

Medium

RATIONALE FOR FUNDING

Although there is some overallcommunity be nefit from the activity, the major benefitis forindividual households and businesses who
have accessto these services.

Operational costs are funded through a mix of targeted rates, generalrates and fees and charges.

Operational costs are predominantly paid for through targeted rates (targeted to communitieswhere the wheelie bin, recyding bin and
green waste wheelie bin collection services are available).

The fees andcharges are paid bythe users of the transfer stations.

General rates reflects that this activity contributes to the environmental well-being of the District. The Councilalso acknowledges that
a stronger user pays approach would discourage use ofthe services and potentiallyimpact on the intended outcomes of the activity.

This activity contributes to public health and benefits the wider community. It includeslicensing and regulatory functions that contribute
to public health andsafety, like Licensing Liquor and Gambling, Environmental Health, Regulation Monitoring, and Animal Control.

Operational cost funded through general rates acknowledges the wider community benefit.

Medium | Exacerbators contribute to the costs whenthereis the abilityto recoverthese costs from fees and charges. This is the case mainly for
Animal control and LicensingLiquorand Gambling.
Defaultfeesand charges foralcohol are set through the Sale and Supply of Alcohol Act 2012 and willcontinue to apply unless the Coundil
changesthese througha bylaw.
This activity manages subdivision and development of the District through the consent process and benefits the wider community by
enabling and controlling growthin the District.
Low The private good component represents the benefit to those a pplyingfor subdivision and land -use consents.
Operational costs are funded through general ratesand through fees and charges reflecting the public and private good components of
the activity.
This activity manages the | egal requirements for the construction and alteration of buildings under the Building Act 2004 and ultimately
seeks to protect health andsafety of the wider community.
The private good component of this activity reflects the private benefit to those applying for building consents. Operational costs are
therefore predominantly funded through fees and charges. They are also funded through general rates as this activity contributes to
Medium | the economicwellbeingof the district.

The publicgood component of thisactivityis to protect the community from unsafe buildings and ensures buildings are designed and
constructedina mannerthat promotessustainable development and contribute to the health and wellbeing of the community.

It is important for the economic wellbeing of the District not to deter development and growth through high consent costs and
acknowledges the public good component of this activity.




NATURE OF

ACTIVITY

Road Safety

Civil Defence
Emergency
Management

Recreation

Arts and Culture

Community
Facilities

Ports and
Harbour Fadilities
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WHO BENEFITS
Nil, Low, Medium, High

Rating

Public Private
benefit Benefit

Nil

WHO CONTRIBUTES
TO THE NEED
Nil, Low, Medium,
High Rating

User

Nil

Exacer-
bator

Nil

RATIONALE FOR FUNDING

This activity benefits the whole community by delivering programmes targeting road s afety.

Most of this work is completedin partnership with other agencies and s ubject to external funding.

Nil

Nil

This activity benefits the wider community, helping the community be prepared for disasters and to be able to respond and recover
from them.

Operational costs are predominantly funded through the general rate reflectingthe public good component of thisactivity. Grants and
subsidiesarealsoable to be sourced to support this activity.

Low

Nil

Low

Nil

Aquatic Centres, Parks Reserves and Gardens, and Sportsfields benefit the wider community by building communities that interact with
each other, are healthy, happyand well connected. They have a positive impact on the community’s health and well-being.

Users of these services also benefit from the services.

Operational costs are predominantly funded through general rates in recognition of the public good component of this activity. Fees
and charges arealso used but are keptatareasonable level to encourage users of these services.

Low

Low

Low

Libraries, Museum and Gallery contribute toimprove the sodal and cultural wellbeing of the wider community by providinginformation,
increasingliteracy, offeringexhibition space and by preserving our culturalheritage and providing research fadilities.

Operational costs are predominantly funded through general rates in recognition of the public good component of this activity. Fees
and charges arealso used but are keptatareasonable level to encourage users of these services.

Medium

Medium

Medium

Public Conveniences, cemeteries, cre matorium and Hallsboth benefit the whole community and also spedfic users.

Operational costs are predominantly funded through general rates and complemented by fees and charges.

Low

Medium

Low

This activity manages the port, launch facilities and associated assets.

The wider community benefit from this activity as these facilities enhance the District through recreational and commerdgal
opportunities.

Operational costs are funded bythe harbour fund reserves, sourced from harbour propertyleases.

Any income received from the harbour endowment assets is restricted in use, generally to the maintenance and development of this
activity. This has animpact of offsetting any funding requirement that might otherwisebe sourced from general rates.

Feesandchargesarealso used. Howeverthese are generally not able to fully offset costs. The Council will continue to assess options to
recover costs fromprivate users, where this would be administratively efficient.
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WHO CONTRIBUTES
WHO BENEFITS TO THE NEED
NATURE OF Nil, Low, Medium, High Nil, Low, Medium,
ACTIVITY Rating High Rating

RATIONALE FOR FUNDING

Public Private Exacer-
benefit Benefit User bator

This activityis undertaken to support economic development andtourismgrowth plans for the District.
Whakatane .
Holiday Park Nil Low The activityis benefiting to the users of the facilities at the Holiday Parkandis therefore funded through user feesand charges.
The Holiday Park activityis separatelyfunded in acknowledgement that there is a commercial component to this activity.
This group comprises of seven individual ‘internal’ activities that support the efficient and effective delivery of all Coundil’s ‘extemal
activities'.
Corporateand S . . - . .
o o n/a n/a n/a n/a The activities include Customer Services; Public Affairs; Human Resources; Finance; Corporate Information; Corporate Property; and
District Activities S .
District Income and Expenditure.
The costs ofthese activities are funded by way of allocation across Council’s other (external) activities.
While the activity mainly benefits residents, businesses and visitors using the Whakatane Airport, it also has an important flow on
Whakatine commercial and recreational benefitto the wider community.
. Low Medium
Airport Operational costs are predominantly funded through fees, leasing, and grazing income reflectingthe high private good component of
the activity.
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