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Rates
Fortheyearending 30 June 2003, rates for Christchurch ratepayers will increase overall by
3.70%. For more details on what impact this increase will have on the various sectors and

on a selection of individual properties, see pasge 30.

Operations

The total operating expenditure, the cost necessary to provide the services and facilities

operated by the Christchurch Council for the year ending 30 June 2003, is $270.27M.

Christchurch ratepayers are required to contribute a total of $145.51M towards this cost.
The balance will be paid for by revenues from these activities, interest and dividends

earned by the Council through its ownership of enterprises such as the Orion Group, the

Lyttelton Port Company and Christchurch International Airport Ltd.

Capital Improvements
Thetotal capital expenditure, the cost necessary to payfor new assets orto renew orupgrade
the existing assets provided by the Council for the year ending 30 June 2003, is $115.26M.
These improvements and developments will be paid for through cash surpluses on
operations, utilising Council reserves and from external funding. Thereis no borrowing for
new works planned for in 2002/03. The only borrowing for 2002/03 relates to partial
borrowingforanew Central City Park (ex Turners and Growers site) and capital contributions
to Christchurch City Facilities Ltd and Transwaste Canterbury Ltd.
Afull summary of the capital and operatingincome and expenditure for 2002/03, along

with forecasts for each year through until 2011/12, can be found on page 20.

Visitors resting at the John Robert Godley Statue in Cathedral Square.



Contents of the Plan

The Council is committed to improving the quality of life in Christchurch by ensuring the services it provides make a positive contribution. In addition to the wide range of services included

in previous plans, the Council is proposing the introduction of the following new initiatives in this Financial Plan: (It should be noted that many of these have been funded by way of

substitution, matching revenue or efficiency gain.)

Commercial Strategy Development $100,000

Maintenance and Emptying New Rubbish Bins $100,000 (Operating and Capital)
New Garden Festival $250,000 (indicative amount only, actual allocation to be
determined by the Festivals and Events Sub-committee)

First Hour Free Parking (Lichfield, Farmers, Manchester and Crossing Carparks)
$505,000 (see page 5 for details)

Gold Coin Meter Charges (60 minute areas) $240,000

Art in Public Places $50,000 for 3 years

Licensing of the Waste Operators in 2003/04

Installation of Backup Computer Equipment $100,000

Norman Kirk Courts - Fire Safety Upgrade $275,000

Grantfor seismic strengthening of the Cathedral of the Blessed Sacrament ($ 140,000
per annum for a 5 year period from 2003/04)

Multi cultural city activities $50,000

Central City Park / Residential Development (ex Turners & Growers site) (additional
capital for 2002/03 $655,000)

Brougham Village - Fire Safety Upgrade $275,000

St Albans Educare Preschool Renewal $350,000

Central Library HVAC Central Upgrade $60,000

Boating facilities in Lyttelton $1.5M ($3M over 2 years - see page 5 for details)
Heathcote Valley Park (Tamaki Development) $470,000 Net (operating and capital)
Avon River and Central City Feature Lighting ($30,000 per annum)

Main Road Amenity Planting $75,000

School Speed Signs $80,000

Upper Riccarton Library Brought forward to 2005/06

QEIll Upgrading - Grounds and Stadium ($880,000 net - spread over 3 years)
(operating and capital)

A waster pays system for rubbish bags with effect from 2004,/05 (see page 39 for
details)

Christchurch International Rowing Centre Charitable Trust Grant ($600,000 in total)
(2002/03 $100,000; 2005/06 $100,000; 2006/07 $200,000; 2007,/08 $200,000)
(see page 40 for details)



Growth in the city, a determination to continue the proud tradition of quality public
facilities and programmes and the need to manage the cost of delivering these are the
focus of the Christchurch City Council’s Annual Plan.

This plan builds on the undertaking given last year to consolidate the efforts of the past
and the plans for the future.

The last decade has been characterized by strong Council investment across the city.
The many projects have included three major new pool complexes, new libraries in
Linwood, Shirley, Fendalton and Halswell, an increase of 80 per cent in the area of parks
throughout the city, the Convention Centre and the WestpacTrust entertainment centre.

The flow of enhancement projects continues in this Annual Plan, and includes:

¢ The new South of the City Library ($4.3M from 2002 to 2004)

¢ The Upper Riccarton Library ($2.5M from 2005 to 2006)

¢ The Christchurch Art Gallery ($42.9M, due to open in April 2003)

¢ The new landfill and transport ($12.3M)

¢ A major upgrade and expansion of the Wastewater Treatment Plant ($70.6M, due
for completion in 2005/06)

e A compost plant ($5.9M from 2002 to 2006)

¢ The purchase of strategic, neishbourhood and district sports parks and reserves
($9M from 2003 to 2007)

¢ The Blenheim Road deviation ($6M in 2003/04)

¢ The Ferry Road/Humphreys Drive/Ferrymead bridge ($5.16M from 2003 to 2006)

¢ Additional office accommodation ($10.7M from 2005 to 2006)

These new assets are critical to the city’s wellbeing and future prospects, especially in
the context of increasing global competition between cities for private investment.

Inevitably, however, the higher standard of service adds to operational costs and this is

having an impact on Council budgets. This is especially true of the new landfill which is

required to be built to much higher standards than the current landfill at Burwood. Thisand
the new City Art Gallery will add $12 million over three years to Council operational costs.

Our long-term financial forecasts have consistently foreshadowed this cost pressure.
Because of this, the Council decided last year that growth in its future spending should be
limited and that there should be restraint over the following three years in particular.

The Council has followed last year’s resolve to keep spending increases to a minimum
and has dealt with most of the changes to this year’s plan largely by substitution and
reprogramming.

The Council proposed a draft Annual Plan with forecast rate increases generally in line
with forecasts in the previous year’s plan. However, after consideration of submissions a
proposaltointroduce chargingfor domestic rubbish collection has now beenincorporated
and this has the effect of reducing the forecast rate increase in 2004/05 by 2.94 per cent.

New proposals in this plan include:

Public Boating Facilities at Lyttelton
The Council has made a $3 million provision spread over two years to support the

development in Lyttelton of safe public boating facilities to meet the demand by the
people of Christchurch. Research by the Council shows thatas many as 40,000 Christchurch
residents need access to the harbour for their recreational pursuits and the Council
considers that it should provide some facilities for this, as it does for most of the other
recreational and sporting activities of its citizens. The way the money may be used has yet
to be worked out in detail, butitislikely to be for complementary developments alongside

a private marina.

First-Hour-Free Parking
After a nine month trial the Council decided to continue and extend its first-hour-free

parking scheme for inner-city shoppers. The trial showed the scheme is successful in



attracting more shoppers to the central city and is worthwhile for that reason. Thereis a
cost, however, in the lost revenue and some parking charges have been reviewed to
compensate for this. These include:

e Anincrease to $2 per hour for 60-minute parking meters.

* Anincreaseinthe early bird day rate by 50 cents (except for the hospital car park).

e Stopping free Sunday parking at Lichfield Street and the Crossing carparks.

* Adding 20 cents an hour to casual parking charges in car parking buildings.

Research has shown that Council’s car parking charges are well below those charged

in other metropolitan cities in New Zealand.

Swimming Pool Charges
Swimming charges at the Council’s indoor pools have been reviewed by the Council after
several years with no change. Theincrease of 50 cents in the cost of a child’s casual swim
will take the charge to $2 at the main pools.

The Council has recently invested large sums in providing sophisticated swimming
facilities at its Pioneer, Centennial and QEll pools and this new level of fees is considered
modest for what can be a whole day’s entertainment in wonderful facilities. No change

has been proposed for outdoor pools for those under 15 years.

New Garden Festival

This plan includes provision for a new garden festival. This is the result of significant
research for an event which will build on Christchurch’s garden image and attract more
visitors to the city. In providing for this new festival the Council has resolved to cap its

expenditure on festivals at $2.5 million for the next three years.

Rubbish Bag Collection Costs
This year the Council has incorporated into its forecasts an initiative which will make a

significant cut in the rate increase proposed for 2004/05. The major contributing factor

to that increase is the new costs of disposing of solid waste which will occur in that year.

The Council’s current landfill at Burwood will by then be at the end of its useful life and
the Council is supporting the development of a new environmentally sound landfill in
North Canterbury. Its introduction, however, will mean a significant rise in the cost of
disposing of rubbish.

The initiative is to charge directly for the black bag household collection service. This
will reduce the forecast rate rise for 2004/05 by 2.94 per cent and give residents a real
incentive to recycle more and reduce the amount of rubbish they send to the landfill.

As this initiative will not commence until mid 2004, there will be opportunity for public

consultation on this proposal in the 2003/04 Annual Plan process.

Growth is another pressure

Growth is another element which, although positive for the city’s future, puts pressure on
Council costs. Growth creates a need to extend services to maintain standards on a city
wide basis. The Council does not shrink from providing what is necessary to maintain the
quality of life desired by the people of this city but it does look very carefully at the need
before commitments are made.

The Council began this year’s budget process knowing it had made savings and
efficiency gains worth more than $2 million. Offsetting these gains, however, was the need
to provide fundingforincreasesin the cost of insurance and electricity, which alone would
consume at least half of these savings.

All forecast costs have been provided for and will have an impact on expected rate
increases over the medium term. The table below compares those increases with the

forecasts in last year’s plan after including a provision for inflation of 2 per cent a year:



Year Forecast increase in Forecast increase
this Plan 2001/02 Plan
2002/03 3.70% 3.87%
2003/04 3.89% 4.86%
2004/05 3.84% 6.70%
2005/06 4.37% 3.39%
2006/07 4.41% 3.50%

Sewage Disposal Outfall

The Council has provided for a significant upgrade on its sewage disposal facilities which
involves discharge of the highly treated effluent to the estuary. However, at the time of
finalising this plan a full resource consent has been declined by Environment Canterbury.
The Council has appealed this decision as it believes its proposal to be very sound.
However, if the appeal is unsuccessful the only realistic alternative is an ocean outfall
which will add significant additional capital costs of $30 to $50 million which are currently

not included in the forecasts.

Low Rating Base

Christchurch has an enviably low level of rates when compared to the other New Zealand
cities. This is largely the result of the income it receives from its major trading companies.
The following table provides a comparison of the average residential rates in other major

cities in New Zealand.

Average Capital Value Average Residential Rate

for 2002/03 '
Wellington City Council $284,200 $1,265 ?
Hamilton City Council $164,300 $1,187
Dunedin City Council $107,000 $1,177
Auckland City Council $330,600 $1,148 3
Christchurch City Council $164,170 $919

T Includes GST but excludes Regional Council rates.
2 Based on current estimates only. Final 2002/03 Plan not yet adopted.

3 Excludes water and waste water charges.

The amount of rates paid in Christchurch is clearly lower than these other large cities.
Percentage rate increases often attract negative publicity, but this needs to be viewed in
context with the actual level of rates.

Another way of viewing this is to compare a household’s actual level of rates with its
annual electricity or telephone bill. Rates can be seen to be giving value for money because
of the wide range of services and facilities they fund.

The proposed average household rate of $919 a year is $17.62 a week, and the annual

increase of $38 represents an increase of 73 cents a week.

Expenditure Review and Constraint
The Council understands that comparisons with other cities are no comfort to those on
fixed and low incomes in particular. Christchurch has a proportionately high number of
residents on low incomes and the Council understands it needs to improve and maintain
its financial discipline, identify poor-quality spending and where savings can be made. It
must also continue to carefully check new capital and operating initiatives.

In adopting this plan the Council has now resolved to set in place processes to identify
opportunities to achieve cost reductions and revenue increases in its operational budsget
to ensure that by 2005/06 the projected budsget is reduced by $10 million.



Last November, the Council set up a Budget Scrutiny and Audit Special Committee. It
is chaired by the Mayor, Garry Moore, and includes a strong cross section of elected
members, skills and experience.

A programme of reviewing Council operations including solid waste, wastewater,
leisure activities, city streets, parks and waterways as well as the cost of pubic accountability
is planned for the committee. This is an ongoing review which is important in identifying

further cost savings.

Triple Bottom Line Reporting
This Plan is the first to be published by the Council in a triple bottom line format. This may
well be a first for a local authority in New Zealand.

Triple Bottom Line reporting recognises that there is more to measuring the results of
effective management of any organisation than dollar costs. It takes account not only of
monetary cost but also the social and environmental effect decisions have. The combined
impact is intended to positively contribute to a sustainable Christchurch.

Each of the Council’s significant activities reported on in this document include
performance indicators for environmental, social and economic/financial results. Annual
reportsinthe future will report against these performance indicators. Development of this
reporting practice will evolve over time and the Council believes that it has made a good

start to a more comprehensive reporting regime.

Financial Prudence
The finances of this Council are being carefully managed and this is evidenced by the
detailed effort which goes into forecastingtheimpact of its plansin the financial summaries
for the next 10 years.

Debt levels are well under control with the key benchmark ratios all forecast to be well

below the outer limits self-imposed by the Council on itself eight years ago.

Conclusion

The Council remains committed to providing for the city an efficient provision of a wide
range of services with an emphasis on those activities which need to be provided
collectively for the enhancement of the community as a whole and which add to the
wellbeing of its citizens.

The Financial Plan and Programme 2003 demonstrates a commitment to maintain and
renew the city’s assets and facilities and to provide a high standard of services. It is
recognised, however, that continuing effort needs to be made to review costs in view of
forecast increases arising from new levels of service being provided on several fronts.

Christchurch remains one of the better cities in the world in which to live and the
partnership between the Council and the community as a whole must remain the basis for

retaining this place in the sun.

WW @ Mille Chasdo

Garry Moore Alister James Mike Richardson

Mayor Chairman, Strategy & City Manager

Finance Committee



Strategic Section and Corporate Measures

This section consists of two parts. Firstly it charts where the Council as a whole would like
to head long term (the Strategic Goals and Objectives - pages 11 to 13). The second part
(theTriple Bottom Line Reporting-pages 14 to 18) putsin place some corporate indicators

to measure progress towards these goals and objectives.

Financial Overview
These pages (pages 19 to 27) explain how the long term financial strategy ensures that
large infrastructural costs and the funds borrowed to pay for these costs are manageable
inthe context of the day to day running of the Council’s operations. The Council uses a strict
set of well-established financial guidelines to maintain this strategy. These are outlined
here, along with a summary of the financial projections for the next 10 years.

Also included within this section on pages 28 to 30 is information on the rating system
and the impact the 2002/03 rates will have on a cross section of properties.

The final pages of this section include a summary of the Funding Policy (see pages 31
to 33).

Service Level & Programme Changes

The first part (see pages 34 to 40) of this section details the changes from the draft to the
final Financial Plan for 2003. These changes were approved by the Council after
considering the submissions on the Draft Financial Plan.

The section also summarises the differences between this Financial Plan and last year’s
Financial Plan (see pages 41 to 44). The individual items have been listed in bullet point
form under the following headings:

- already committed costs

- cost increases due to growth

- new operating initiatives

- new capital initiatives

- efficiency gains

Towards the end of this section are the capital projects which have been deleted from
the 5 year programme. These projects wereincluded in last year’s Financial Plan and have,

for various reasons (which have been noted) been deleted.

Plans for Customer Service Activities, Corporate
Service Providers, Other Organisations and Trading
Activities

This section (pages 45 to 120) outlines and provides a budsget for each of the Council’s
services. Included are the infrastructural services, such as city streets, parks, wastewater
and waterways; cultural, community and recreational services such as the art gallery,
museum, libraries and Council housing; and the Council’s trading enterprises such as the
Orion Group, the Lyttelton Port Company and the Christchurch International Airport
Company. For each activity or organisation, all new services are described.

For the Council activities the budgets have been summarised on an output class basis.
Output classes are best described as groups of related or similar goods or services. Any
revenue relating to an output class is matched against the expenditure.

The performance indicators for the Council activities are in triple bottom line format.
Each indicator is related back to a specific objective and there is a target or benchmark for
comparing actual performance. For Objective 1 Performance Indicators 1.1, 1.2 etc. are
relevant, Objective 2 Performance Indicators 2.1, 2.2 and so forth.

The capital expenditure which relates to each activity is summarised separately below
the Cost of Service Statement.

The categories used to classify capital expenditure are:

- Renewals and Replacements - Maintaining existing assets. Necessary to sustain

agreed levels of service.



- Asset Improvements - Capital expenditure that improves or adds to the level of
service of existing assets.
- New Assets - Works or purchases creating wholly new assets.

- Capital Funding - Reflects a capital contribution - e.g. For the new Art Gallery.

Forward Capital Programme

This section (pages 121 to 142) itemises what capital improvements are scheduled
throughout the city for the next five years, and how much is budgeted for each. Itincludes
infrastructural renewals and replacements such as to streets, parks and water services; as
well as developments to improve sports, leisure, recreation, community, economic and

environmental services.

Community Board Funded Projects
This section (pages 143 to 148) itemises Community Board funded projects. These
projects, which relate to each Community Board area, include new operating initiatives as

well as capital expenditure on neighbourhood parks and suburban streets.

Supporting Information

This section (pages 149 to 186) contains details of the Capital Endowment Fund allocation,
the budgeted financial statements, a summary of the Borrowing Management Policy, a
summary of the Investment Policy, a list of proposed fee changes for various Council
services, the Equal Employment Opportunity Programme for 2002/03, a list of elected
members and senior staff, and a glossary of terms. A directory of Council Service Centres

and contact addresses can be found on the inside back cover.

Punters enjoying the Inner City sights.



Strategic Goals

The following goals have been identified as being vital to the community and the Council:

G Treaty of Waitangi and Cultural Diversity
Respect the unique position of tangata whenua and value the contribution of all

peoples in Christchurch.
Outcomes
A Community Cohesion and Well-being Strategic Objectives for each of these goals follow.

Provide or facilitate the delivery of services and opportunities in order to enhance

the safety, health and well-being of Christchurch people. A Community Cohesion and Well-being

B Economic Development The City Council will enhance community cohesion and well-being through:

Foster opportunities for sustainable economic development in order to generate A1 Maximising opportunities for residents to participate in learning and leisure
employment and income and enhance the quality of life of all residents. activities by
C Environmental Sustainability » providing access to books and other information through the city’s public

Conserve and where practicable restore the natural environment and develop the libraries

built environment to enhance the distinct character of Christchurch and maximise « supporting and providing visual and performing arts
the quality of life for current and future generations. « facilitating education and learning opportunities especially pre-schools and
pre-employment activities
Processes » advocating for quality provision of education and training at all levels.
which we will or have put in place to help deliver the outcomes A2  Strengthening communities by

D Democratic Governance .

Provide high quality consultative leadership and advocacy to ensure that
Christchurch residents achieve their desired outcomes.

Essential Infrastructure

Maintain and improve the physical and service infrastructure of the city in order to
generate wealth, promote health and safety, reduce hazards and facilitate social
opportunities.

Financial Stewardship

Maintain an asset and investment base and ensure that appropriate levels of

income match commitments to expenditure in order to support long term goals.

funding and supporting community initiatives, festivals and community

organisations

e initiating and supporting community development projects

e facilitating collaboration between public, private and community agencies

e advocating for an equitable share of national resources

e advocating for provision of social and income support that is adequate to
meet residents needs and allow them to participate in the life of the
community

e working with community groups, government agencies and other funding

bodies to address key areas of social need.



A3

A4

A5

Contributing to safe and healthy lifestyles by

* promoting and protecting health standards

* providing parks, festivals and recreation and leisure services

e supporting self help initiatives

e advocating for quality health and disability services

* supporting crime reduction and public safety initiatives

e providing affordable housing for those on low incomes.

Celebrating, protecting and increasing understanding of cultural diversity by
* supporting a range of arts, festivals and events

e facilitating the cultural expression of ethnic and cultural groups

* recognising the unique role of tangata whenua.

Ensuring that the needs and aspirations of children, youth, elderly and people

with disabilities are taken into account in all Council activities.

B Economic Development

The City Council, recognising that economic growth is not an end in itself but a means to

achieve social goals, will:

B1

B2

B3
B4

Foster broad-based sustainable economic development that generates real
employment, income and social opportunities for all residents

Create an environment that encourages enterprise, innovation and development
of new ideas and technologies and minimises barriers to economic development
Create an environment in which businesses flourish

Support the contribution the public, private and voluntary sectors make to the

local economy and promote cooperation within and between these sectors.

C Environmental Sustainability

The City Council will contribute to Christchurch’s environmental sustainability through:

cl

cQ

a3

C4

5

Managing our impact on the environment in order to

* enhance air quality in the city

* protect artesian water resources

* maintain water quality in streams and rivers

* maintain production potential of fertile soils

°* minimise erosion.

Ensuring that the development and redevelopment of the built environment

e enhances the unique qualities of the city particularly the physical
characteristics such as the parks, gardens, riverbank and buildings

e provides for accessible working and leisure activities and facilities

e offers a range of desirable residential choices

* stimulates economic activity

* increases the central city’s role as the heart of the city

* enhances health and safety.

Protecting significant natural features of the physical environment (such as the

Port Hills and the estuary), open spaces and landscape elements, native habitat

and ecosystems, significant buildings and sites and other taonga.

Promoting efficient use of physical resources, an increase in recycling and

material recovery, and a reduction of waste.

Minimising the risks from earthquake, flood, fire and other natural hazards.

D Democratic Governance

The City Council will facilitate democratic governance for the residents of Christchurch by:

D1

D2
D3

Creating and maintaining mechanisms for citizens’ participation in decision-
making and policy development.
Protecting the rights of all citizens.

Developing cross-sector networks at local, regional, national and international



D4

D5

level which will deliver positive outcomes for the people of Christchurch.
Providing leadership and advocacy in partnership with public, private and
voluntary agencies which ensure the city’s interests are reflected in regional and
national decisions.

Developing a fair, cost-effective regulatory framework which protects health and
safety, maintains environmental standards, and promotes business and social

opportunities.

E Essential Infrastructure

The Council will improve and sustain essential infrastructure services which will:

E1

E2

E3

E4

Ensure high quality utilities (water supply, sewerage, and waste and stormwater
management) meet the reasonable service demands of residents at efficient
prices.

Develop a network of roads, cycleways, footways and passenger transport to
provide both for personal mobility and the needs of commerce and industry.
Design projectsto enhance environmental and social sustainability and otherwise
avoid or mitigate, where possible, adverse effects of both natural and technolosgical
hazards on people, property and the environment.

Where possible recognise and report on social, environmental and economic

impacts and benefits.

F Financial Stewardship

The Council will practise good financial stewardship by:

F1

3%

Applying financial policies which maintain or enhance the value of the Council’s
asset base.
Ensuring that financial assets, liabilities and cash flows are sustainable in the long

term.

F3

F4

F5

F6

F7

Operating under accounting procedures which

e are consistent with generally accepted accounting practice

e comply in all respects with external financial reporting requirements

e enable the true costs of goods and services produced to be determined.
Maintaining a controlling interest in those trading activities where it is critical that
they are managed in a way that has regard, not only to commercial requirements,
but also to wider social and economic objectives.

Operatingafunding and charging system which ensures that Council services are
accessible to all residents.

Assess whether programmes and activities are achieving the desired outcomes
in the most effective, efficient and financially prudent manner.

Continuing to improve efficiency in the delivery of Council activities and

programmes and measuring the value created through efficiency gains.

G Treaty of Waitangi and Cultural Diversity

The Council will recognise the Treaty of Waitangi and value cultural diversity through

G1

Protecting the rights of tangata whenua under the Treaty of Waitangi.

G2 Maintaining mutually acceptable consultation procedures with the tangata

whenua.

G3 Considering and protecting the aspirations of all people in all the planning and

delivery of all Council activity.

For an action diagram of the strategic goals and objectives, see page 15.



Background
At its meeting on 24 August 2000 the Council resolved:

“That ......... the 2002/03 Annual Report be on a ‘triple bottom line’ basis.”

The Annual Report compares actual performance against what was planned for in the
Financial Plan. To make a change to the Annual Report format, it is necessary to start by

changingthe Financial Plan and in this way changes can flow through to the Annual Report.

What is Triple Bottom Line Reporting?
Triple Bottom Line (TBL) reporting was developed by John Elkington (from the UK).

TBL concerns all aspects of an organisation’s performance, not merely the meeting of
financial targets.

At the heart of the TBL philosophy is an acknowledgement that an organisation has
impacts on society and the environment as well as financially on its stakeholders. Such
impacts may be positive or negative. They may be exerted directly by the organisation
itself, or by way of the organisation’s influence upon others.

By adoptingthe TBL philosophy an organisation takes a position on the three core areas:
economic prosperity, environmental quality, and social justice. It adopts value statements
or principles which then serve as a compass in steering its strategy, policies, targets, and
activities.

TBL reporting is the mechanism by which an organisation conveys its values or
principles and its performance in matching them.

For each of our 14 significant activities, objectives, environmental, social and economic
measures have been prepared (see the performance indicator matrices on pages 46 to
99). They also include targets and it is against these targets that our actual performance
will be compared in the 2003 Annual Report. In addition to the 14 significant activity
measures, there are some ‘corporate wide measures’ which cross significant activity

boundaries and which are reported on pages 16 to 18.

The ‘linkto the Strategic Objective’ refersto the Council’s Strategic Objectives which are

printed in the previous section (see pages 11 to 13).

Triple Bottom Line and Sustainability

When making decisions and planning the Christchurch City Council will take into
considerationthe socialimpact, the environmental impact and the economic benefits. This
process (the triple bottom line process) will assist us in creating a sustainable city for the
future. The aim is to have as many activities as practical providing social, environmental

and economic benefits all at the same time.

Triple Bottom Line

mad ENVironment

Social

Econo




Strategic Goals in the Triple Bottom Line Reporting Principles

TBL reporting is a relatively new phenomenon and there is no established best way of

A. Social C. Environment
Wellbeing Sustainability

doing it — we will learn more from every report published. Achieving a balance between
detail and making the report interesting and readable is difficult. The aspirations behind
our TBL measures can be summarised in the following principles:
e Balanced - we are prepared to report both positive and nesgative results on
aspects of our performance.
¢ Aliving report - we are committed to a living report - it will develop and evolve
over time.
¢ Use of externally derived measures and benchmarks - we have where
appropriate usedthese and are prepared to bejudged by our performance against
these measures.
¢ Holistic - we endeavour to show the full picture of the relevant issues.
e Accessible — both web and print versions of this document will be available.

e Interactive - the reader can engage the CCC via a number of channels:

This is an action diagram. * contacting us by telephone (941-8999) or email - info@ccc.govt.nz)

The three circles, A. SOCIAL, B. ENVIRONMENTAL, and C. ECONOMIC are like telescope sights showing three e Synergistic — TBL reporting is a mechanism by which we can convey the
areas on which to focus. To make our city more sustainable is important. The closer the circles, the closer o o ) ) )

We are to our vision of a Sustainable Christchurch. organisation’s values/principles and its performance in matching them.

The arrows show actions the Council is taking to move the circles closer. e Verifiable — an independent third party will as part of the annual audit process
D. DEMOCRATIC GOVERNANCE, E. URBAN DESIGN (eg essential infrastructure) FOR SOCIAL AND ify that actual f . ted b - i

ENVIRONMENTAL benefits, F. FINANCIAL STEWARDSHIP, G. TREATY OF WAITANGI and CULTURAL DIVERSITY verily that actual performance Is supported by appropriate evidence.

actions.



summary of the plan

Triple Bottom Line Reporting - Corporate Measures
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Objectives

Treaty of Waitangi

Council further develops Treaty
relationship with manawhenua and
Maori

Civil Defence
The Council maintains a satisfactory
level of preparedness

Environmental

Social

Performance Indicators Performance Indicators

eService level

eIncrease in the proportion of
consultation processes which
involve manawhenua and other
Maori (Target: 2% increase)

agreement with e Three Council Civil Defence Rescue

Environment Canterbury (Canterbury Teams fully trained
Regional Council) reviewed and ratified
by March 2003

A truck load of
recyclables on its way
to the Recovered
Materials Foundation.

Composting green
waste at the Garden
City Composting Plant.

Economic/Financial
Performance Indicators

* City-wide Disaster Recovery Plan ratified
by March 2003

Link to
Strategic
Objecti
G1,G2 G3

5




Introduction

This section gives a brief overview of the financial implications of the Plan.

The Plan has been developed within the parameters as set out in the Council’s
Financial Management Principles and Policy (see page 23). The main objective of
the policy is to ensure that major projects, resulting operating costs and debt are
maintained at manageable levels.

At the heart of this policy are four ratios. These ratios set maximum limits in relation

to the key financial drivers.

The four key ratio and the maximum limits are: Policy Limit
Term Debt as a percentage of Total Assets Maximum 12%
Term Debt as a percentage of Realisable Assets Maximum 33%
Net Interest as a percentage of Operating Revenue Maximum 8%
Net Debt in relation to funds flow Maximum 5 times

The 10 year projections are within the ratio limits (see ratio graphs on pages 26 and
7).

Animportant principle of the Financial Management Policy is to generate surpluses
therebyenablingthe Counciltoreduceits dependence onborrowingtofund capital
works.

The projections (operatingand capital) include aninflation provision of 2% perannum.
The Council maintains a 20 year financial model which takes account of all of its plans
and financial arrangements and enables the impact of these to be monitored to
ensure they are sustainable in the long term.

The financial summary on page 20 illustrates the impact that expenditures and
revenues have on borrowings, debt and rate levels.

Confirming the strength of the Council’s overall financial position is the current AA+

international credit rating by the international credit rating agency Standard & Poor’s.

The New Christchurch Art Gallery currently under construction.



OPERATING SUMMARY

Operating Expenditure
Depreciation

Provision to Fund Landfill Aftercare
Interest Expense

Total Operating Expenditure
Ordinary Revenues

Interest and Dividends from CCHL
Interest Received

Rates

Operating Surplus/Contribution to Capital Projects
Percentage Rate Increase

CAPITAL FUNDING SUMMARY
Capital Expenditure

Provision for Debt Repayment
Loan to Jade Stadium *

Total Capital Cost

Funded by:

Depreciation and Surplus (Deficit) on Operations
Provision to Fund Landfill Aftercare

Capital Repayment/Sale of Assets in Total
Funded from Debt Repayment Reserve

Reserves

External Funding for Capital Projects

Borrowing Required for the Annual Programme

KEY ASSETS/LIABILITIES OF CCC
Gross Debt
Less Sinking Funds & Debt Repayment Reserves

Term Debt
Less Reserve Funds

Net Debt *

TOTAL ASSETS (CCC & CCHL)
REALISABLE ASSETS (CCC & CCHL)

Net Debt (CCC & CCHL)

2001/02 2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10 2010/11  2011/12
Approved Approved Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast
Budget Budget
$M $M $M $M $M $M $M $M $M $M $M
200.66 207.86 211.81 298.19 232.12 236.43 241.28 244.10 247.87 252.86 257.15
52.15 54.62 63.14 64.52 65.77 66.92 67.96 69.01 70.01 71.08 72.95
0.75 0.72 0.72 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
7.68 7.07 6.55 7.45 9.91 12.04 13.27 14.14 14.98 16.03 17.59
261.93 970.97 289.21 300.17 307.81 315.38 3292.51 327.95 332.85 339.96 346.98
(86.75) (92.93) (95.18) (98.37) (97.52) (97.26) (96.97) (96.33) (95.79) (95.63) (95.37)
(158.60) (32.32) (28.90) (29.80) (30.20) (31.00) (32.00) (32.70) (33.50) (34.50) (35.20)
(14.46) (15.21) (13.27) (12.56) (12.74) (12.94) (13.40) (13.98) (14.54) (15.15) (15.80)
(137.58)  (145.51)  (153.25)  (161.21)  (170.34)  (179.95)  (192.03)  (198.24)  (205.16)  (213.36)  (221.09)
(136.16) (15.71) (8.38) (1.78) (3.00) (5.77) (11.89) (14.00) (16.14) (18.68) (20.47)
2.28% 3.70% 3.89% 3.84% 4.37% 4.41% 5.54% 2.17% 2.46% 2.99% 2.66%
117.07 115.26 97.89 101.71 104.39 88.90 87.86 88.22 92.32 100.54 108.63
2.13 5.49 5.12 5.15 6.24 7.49 8.23 8.71 9.14 9.63 10.29
29.41 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
141.61 120.68 103.01 106.86 110.63 96.39 96.08 96.93 101.46 110.17 118.92
(180.47) (62.42) (63.16) (57.57) (59.62) (63.12) (69.71) (72.26) (74.77) (77.72) (79.96)
(0.75) (0.72) (0.72) (0.00) 0.00 0.00 0.00 0.00 0.00 0.00 0.00
(47.00) (0.00) (1.50) (1.50) (1.59) 1.71) (6.84) (6.99) (7.14) (7.30) (2.47)
43.71 (47.54) (29.36) 3.51 (0.00) 0.00 0.00 0.00 0.00 0.00 0.00
68.77 (6.12) (6.90) (7.23) (7.09) (7.04) (3.32) (3.29) (3.25) (3.29) (3.18)
(1.99) (2.38) (0.52) (0.59) (0.57) (0.02) (0.02) 0.00 0.00 0.00 0.00
23.88 1.51 0.85 36.44 41.76 24.50 16.19 14.39 16.30 21.93 33.30
101.54 93.58 94.29 130.43 172.08 196.49 212.62 9926.98 943.21 265.12 998.41
(93.37) (51.78) (28.37) (31.22) (39.08) (48.53) (59.22) (70.95) (83.73) (97.67)  (113.01)
8.16 41.80 65.92 99.21 133.00 147.96 153.40 156.02 159.48 167.45 185.41
(101.10)  (124.26)  (122.94)  (122.52)  (122.12)  (121.85)  (124.56)  (126.20)  (122.87)  (129.57)  (131.30)
(92.94) (82.46) (57.02) (23.31) 10.88 26.11 98.84 29.83 31.61 37.88 54.11
3,826.81  3,875.52  3,907.27  3,949.46  3,983.08  4,005.07 4,019.97  4,034.17  4,051.48 4,075.94  4,112.32
199198 185817 186372 1869.08 187512 187886 187740 187574 1,873.88 1,871.81 1,874.50
16.21 29.99 47.78 81.54 115.78 131.06 133.80 134.78 136.56 142.84 159.06

* Gross debt has increased by $43M reflecting Council borrowing to on lend to Jade Stadium Ltd (JSL). Repayments from JSL have been factored in from 2001/2002. The interest costs on the borrowings are fully serviced by JSL.



The table on the previous page summarises the Council’s long term financial strategy. For
more details about the factors influencing the strategy and the key long term issues for the
Council, readers are referred to the Strategic Statement booklet. (Thisis available from the

Civic Offices or at www.ccc.govt.nz.)

Capital Expenditure

New Items

The long term capital projections which were approved as part of finalising the 2002

Annual Plan allowed for a total capital spend of $112.46M. The 2002/03 figures show

$115.26M for capital. The $2.8M difference relates to reprogramming from 2001/02 to

2002/03. These are capital projects which were budsgeted forin 2001/02 and for a variety

of reasons will not now be commenced until 2002/03. Funding for these reprogrammed

items is sourced directly from the unexpended funds in the Debt Repayment Reserve.
While there have been other changes to the capital programme these have been

accommodated within the overall projection for 2002/03.

Operating Expenditure

(a) Operating Surpluses

The Long Term Financial Strategy which was adopted in July 1998 and confirmed in July
2001 made provision for operating surpluses. These surpluses were increased to fund
additional capital expenditure and to repay debt. A formula was established which
ensures that the funds generated from a combination of depreciation (less funds
appropriated back to reserves and separate accounts) plus the balance of the operating
surplus (in excess of the debt repayment provision) is sufficient to fund 56% of the average
annual forecast capital expenditure over the next 20 year period. This funding percentage
increases from 56% in 2002/03 to 66% by 2010/11.

(b) Depreciation

Depreciationis provided on both operational and infrastructural assets. Operational assets
whichinclude plant, fixtures, computers, library books and office furniture, are depreciated
on a straight line value basis.

Infrastructural assets (roads, sewers, traffic signals, bridges, water pipes and water
meters) are depreciated using LRARA (long range average renewals approach). LRARA
allowsfordepreciationto be calculated on the basis of the average requirement for renewals
as defined by the Asset Management Plans.

The Institute of Chartered Accountants of New Zealand has recently advised thatdue to
a change in accounting standards the LRARA approach can only now apply for 2002/03.
Roading infrastructural assets (roads, street lighting, traffic signals, bridges and bus
shelters) willhowever change earlier. They will be depreciated on a straightline basis from
1 July 2002. The impact of this change has been to increase the overall depreciation
provision by $51,350.

Thetotal depreciation provision for 2002/03is $54.62M and this is projected to steadily
increase to $72.25M by 2011/12.

(¢) Ordinary Operating Expenditure
While this year’s efficiency gains (total $2.12M) are significant, their impact on the overall
expenditure budget has been offset by some very significant cost increases. These cost
increases were not known about when the long term projections were adopted.

The most significant of these increases are:
$621,500

While line prices are projected to remain very close to their current levels, the

e Electricity

energy componentis set to rise. In dollar terms it has been estimated that such an

increase will add an extra $621,000 to the Council’s total electricity costs.



$657,180

Following the September 11 terrorist attacks in America there has been a world-

* Insurance

wide increase in insurance premiums. The impact on the Council’s insurance

premiums is approximately 50% or in dollar terms $657,180.

* Environmental Services Net Cost $145,281
This relates mainly to an adjustment to the revenue targets.
¢ Art Gallery Net Cost $178,423

The new Art Gallery operating costs have been calculated more precisely to reflect

detailed knowledge of the building.

Projected Rate Increases
Thisyear’s Financial Plan is forecasting increases of 3.89% and 3.84% in years 2003/04 and
2004/05 respectively. These increases reflect the impact of the new Art Gallery, Waste
Treatment Plant Upgrade and the new landfill coming on stream from late 2003.

Atthe meetingto adopt this Plan, the Council resolved to switch to a waster pays system
for its rubbish collection and disposal. This ‘off rates’ scheme has almost halved the

projected rate increase in 2004/05 from 6.7% to 3.84%.

Dividends

The dividend projection for 2002/03 is $32.32M which includes a special dividend of
$3.4M from Christchurch City Holdings Ltd. The Council will receive an $18M special
dividendin 2001/02 from Christchurch City Holdings Ltd and as a result ordinary dividends
which the Council had projected to receive over the next seven years will be lower. This
special dividend has been placed in a Reserve Fund and will be drawn down progressively

over the next five years to smooth future rate increases.

Borrowing and Consolidated Debt

In accordance with existing policy, the Debt Repayment Reserve will be used in lieu of
borrowing and to repay loans as they fall due. The $1.51M to be borrowed in 2002/03
relates to borrowingfor equity investments ($0.85M), and for additional capital requirements

in developing a Central City Park ($30.65M). The total borrowingfigure can be broken down

as follows:

- Transwaste Canterbury Ltd (Equity Investment) $400,000
- Christchurch City Facilities Ltd (Equity Investment) $450,000
- Central City Park (additional capital requirements) $655,000

Interest Rates and Inflation Provisions
In establishing the projections, interest rates of 5.25% for interest earnings and 6.5% for
debt servicing have been factored into year 1 and subsequent years.

Included within both the operating and capital projections is a cumulative inflation
provision of 2% from year 2 onwards. This has been included to ensure that the long term

projections are realistic.

Growth in the Rating Base
The 2002/03 budget allows for $2.75M in additional rates revenue from capital value
growth. Capital value growth includes new subdivisions, additions to existing buildings

and developments within the existing urban area.

Credit Rating
In 1993 the Council received an AA international credit rating from Standard & Poor’s. This
was upgraded in 2001 to AA+.

This high rating reflects the low level of debt in the Council group including its trading



subsidiaries. This credit rating could change in subsequent reviews if the expenditure

forecasts of the group are significantly increased.

Financial Management

In 1994 the Council adopted a Financial Management Policy which provided a framework
forensuring that the Council’s long term programme was financially sustainable. Elements
of this policy are now required by the Local Government Act. A summary of the current

Financial Management Policy is noted below:

Financial Management Principles and Policy
The following principles underlie the policy on financial and debt management:

e Debtrepayment programme over 20 yearsto ensureinter-generational equity.

e 56% of average annual capital expenditure for year 1 (rising in steady progression
over the next 10 years to 66%) to be funded from depreciation and operating
surpluses.

¢ New asset net additions funded both from loans and internal financing.

¢ Operating expenditure will be funded from operating revenue.

1. Operating Surpluses
The operating surpluses are calculated using the formula detailed on page 21. The

surpluses for the first four years of the Plan will be:

Year 2003 Plan
2002/03 $15.71M
2003/04 $8.38M
2004/05 $1.78M
2005/06 $3.00M

2. Reserves and Sinking Funds

A provision by way of reserve/sinking fund contributions will be made each year for the
repayment of allnew loans raised by the Council, plus the existing debt of Christchurch City
Holdings Ltd. The provision is based on no less than 3% of the amount borrowed and a

repayment time frame of 20 years for each loan.

3. Financial Ratios

(a) Net interest paid on term debt by the Council and Christchurch City Holdings Ltd
(parent company) combined will not exceed 8% of the consolidated gross
revenue, provided interest rates do not increase above 8.5%. This parameter is
subject to review in the event of interest rates rising above this level.

(b) Term Debt as a percentage of total assets of the Council and Christchurch City
Holdings Ltd (parent company) shall be no more than 12%.

(c) Term Debt as a percentage of realisable assets (includes net trading enterprise
investments but excludes Infrastructural and Restricted Assets) shall be no more
than 33%.

(d) Net debt to funds flow from operations shall not exceed five times, ie an ability to
repay debt over five years (medium term) before net capital additions.

(Note: Funds flow from operations is the net cash surplus of gross revenue over
operating cash expenses (excludes depreciation).

(e) The liquidity ratio (current assets: current liabilities) shall be not less than 1:1 at
each year end. (Note: Current assets excludes for this purpose cash investments
relating to specified reserve funds and current liabilities excludes the current portion
of term debt.)

4. Operating Expenditure

The operating expenditure of the Council shall be met from operating revenues.



5. Infrastructural Asset Expenditure
Sufficient expenditure will be applied to maintain the existing infrastructural asset base at

least to current standards or to standards adopted through an asset management programme.

6. Depreciation
Cash generated from revenue derived to meet depreciation charges will be applied for

funding renewal works in the first instance followed by capital works and debt reduction.

7. Application of Cash Surpluses
Cash surpluses in excess of budget from any year will be applied to reduce the borrowing

requirement of the subsequent year.

Targets and Objectives for 2002/03

Local authorities are required to prepare and adopt a long term financial strategy, funding
policy, investment policy and borrowing management policy. The long term financial
strategy and policies are printed in full in the Strategic Statement (available at the Civic
Offices or at www.ccc.govt.nz). Asummary however isincluded in this Financial Plan (see
pages 19 to 24 for the Long Term Financial Strategy, pages 165 and 166 for the Investment
Policy and pages 167 and 168 for the Borrowing Management Policy). Everylocal authority
must provide in its Annual Report, sufficient information about each of those policies to
enable an informed assessment to be made of the extent to which the objectives and
provisions of the strategy and policies have been met during that year. The information
must include an explanation of any significant variation between the objectives and
policies of the Long Term Financial Strategy, Funding Policy, Investment Policy, and
Borrowing Policy, set out in the Strategic Statement, and the actual achievement of those
objectives and policies.

Specific Targets and Objectives for 2002/03 are noted opposite and on the next page:

Long Term Financial Strategy

2002/03
Objective Target
Maintain four key ratios in the long term:
Term Debt as a percentage of Total Assets below 12% ™ 3.78%
Term Debt as a percentage of Realisable Assets below 33% @ 7.89%
Net Interest as a percentage of Operating Revenue below 8% © -0.52%
Net Debt in relation to Funds Flow below 5 times @ 0.30%
Operating Surplus $15.71M
™ See page 26 for more details.
@ See page 26 for more details.
® See page 27 for more details.
* See page 27 for more details.

Funding Policy

2002/03
Objective Target
Proportion of revenue by source:
User Charges 33.50%
Grants and Subsidies 4.11%
Corporate Revenue 17.32%
Capital Value Rating 41.24%
Uniform Annual Charge 3.83%
Rates by Sector
Residential 71.48%
Commercial/Industrial 26.11%
Rural 1.59%
Institutions 0.89%




Investment Policy

Objective

Compliance with the Policy
parameters

Regular reporting of Council
investments

Compliance with the policy
requirements as they relate to
the Capital Endowment

Regular reporting as it relates
to the Capital Endowment
Investments

2002/03
Target

No breaches of the various
investment policy parameters

Reporting as per Section 5
of the Investment Policy

No breaches of the Capital
Endowment Fund requirements

Reporting on the Capital
Endowment Fund investments
as per the Investment Policy

Borrowing Policy

Objective
Maintain adequate liquidity

Provision for debt to be
repaid by contribution to
a debt repayment reserve

Maintain debt ratios within
specified limits

2002/03
Target

No more than 35% of total debt

greater than $30,000,000

maturing in any one year

Liquidity ratio at not less than 1:1 (100%)
excluding special purpose investments
and the current portion of term debt

Not less than 3% per annum

Refer to Long Term Financial Strategy
targets on previous page

Cathedral Square

Home Demonstration Garden at the Curator’s House, Botanical Gardens.



The four financial ratios referred to on pages 19 and 23 are described and graphed below:

Term Debt to Total Assets Ratio
Policy Limit 12%
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Term Debt to Total Assets Ratio - Policy Limit 12%
This graph compares the term debt (ie gross debt, less the dedicated debt repayment
reserves) with the total assets of the Council and sets a maximum of 12 per cent.

This is like saying how large your mortgage is compared to the value of all your assets.
The ratio is currently 3.78 per cent and reaches a peak of 7.06 per cent in 2011/12. Over
a 20 year period it reaches a peak of 7.50 per cent in 2016/17.

Term Debt to Realisable Assets Ratio
Policy Limit 33%
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Term Debt to Realisable Assets Ratio - Policy Limit 33%
This graph compares total debt with a significantly reduced category of assets which are
more normal business type assets.

The assets used as the measurement base exclude those which are basic to the needs
of the city, such as roads, sewers, parks and water supply but includes property, vehicles
and trading investments. The ratio has a maximum of 33 per cent. Itis currently 7.89 per
cent and reaches a peak of 15.49 per centin 2011/12. Over a 20 year period it reaches
a peak of 17.19 per cent in 2020/21.



Net Interest to Operating Revenue Ratio
Policy Limit 8%
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Net Interest to Operating Revenue Ratio - Policy Limit 8%
This graph measures how much of the Council’s income is spent on interest.
It is like comparing how much of your income goes towards servicing your mortgase.
The ratio maximum is 8 per cent. Theratiois currently-0.52 per cent and reaches a peak
of 1.82 per centin 2011/12. Over a 20 year period it reaches a peak of 2.20 per cent in
2017/18.

Net Debt to Funds Flow Ratio
Policy Limit 5 times
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Net Debt to Funds Flow Ratio - Policy Limit 5 times
Net debt is total debt less all other cash reserve funds which the Council holds. The graph
compares this with the annual cash flow of the Council.

It is like checking how many years’ cashflow would be necessary to repay net debt or
comparing how many years’ total income it would take to repay your mortgage.

The maximum of 5 indicates that net debt could be repaid with five times the annual
cashflow. Currently the ratio is 0.30 times and reaches a peak at 1.78 times in 2006/07.
Over a 20 year period it reaches a peak of 1.78 times in 2006/07 and declines thereafter.



Rating Policy is based on the Funding Policy

The application of the Funding Policy determines the allocation of rates to sectors and
therefore therates on each property. Forinformation on the Funding Policy please refer to
the summary on pages 31, 32 and 33. For more details on the Funding Policy refer to the
relevant section in the Strategic Statement. (Available at the Civic Offices or at

Www.ccc.govt.nz)

Rating Overview
Therating system provides the net funding requirement for the Council’s programme as set
out in this Financial Plan.

Rates are levied as a tax on property in compliance with the statutory provisions of the
Rating Powers Act (1988).

Property values were revised in September 2001.

Rates of $145.51M (exclusive of GST) will be levied for 2002/03. This is an overall
increase in the rate requirement of 3.70% over 2001/2 after taking into account the
growth in the rating base.

Rate Types
It is planned to levy the following rates. (The figures noted below are inclusive of GST):
$108,493,891

$13,902,420 ($105 per property)

e General rates
e A Uniform Annual General Charge

e Separate rates for:

- Water $12,063,214
- Sewerage $17,952,139
- Land and Stormwater Drainage $11,290,989

Rate Type Descriptions
General Rates
General Rates are levied on capital values according to the Funding Policy. General rates
(including the Uniform Annual General Charge) provide for approximately 74.77% of the
total rate requirement of the Council, being the net rate requirement after separate rates
are determined.
Uniform Annual General Charge
A portion of general rates is levied as a uniform annual general charge of $105 per rateable
assessment, payableirrespective of property values.

The uniform chargeislevied to recover costs which have been determinedin the funding
policy to:

- provide benefits which are people related;

- haveareasonable correlation between the number of properties and the spread of

benefits in the community; and

- tobeuniformly consumed by the inhabitants of the community.
Separate Rates
Separate Water Rate. Thisrateislevied on propertiesinthe serviced areatorecoverthe costs
of water supply. Connected properties pay full water rates, non connected pay half rates.

User Charges based on metered consumption are also made for water consumed by
properties, other than private residential properties. Anallowanceis madefortheamount
of water rates charged.

Separate Sewerage Rate. This rate is levied to recover the costs of sewerage on all
properties within the serviced area.

Separate Land Drainage Rate. Thisrateis levied torecoverthe costs of land drainage from

ratepayers within the land drainage district.



Differential Rating

Differential rating is applied to both General Rates and Separate Rates levied on Capital

Values. The quantum of rates required from each sector (Residential, Commercial/

Industrial, Rural, and Non Rateable) is based on the Funding Policy allocation which is

derived froman analysis of each Council output. The sector requirement for each ratetype

is then applied to properties within each sector, based on the relative capital values.
The differential sectors are:

Sector A - Commercial and Industrial Properties

Any separately rateable property which is:

(a) used for a commercial or industrial purpose (including travellers and special
purpose accommodation, offices and administrative and associated functions, and
commercially owned and operated utility networks); or

(b) vacant land zoned commercial, industrial or rural industrial under the transitional
district plan administered by the Council.

Sector B - Residential and Other Properties
Includes any separately rateable property which is:

(a) used for residential purposes (including home ownership flats); or

(b) vacantland zoned residential or rural residential under the transitional district plan
administered by the Council; or

(c) Council operated utility networks; or

(d) land not otherwise classified under sectors A, C or D.

Sector C - Rural Properties
Includes any separately rateable property which is:

(a) used solely or principally for:
(i) agricultural or horticultural or pastoral purposes; or
(ii) for the keeping of bees or poultry; or
(b) zoned rural under the transitional district plan administered by the Council, but

does not include any separately rateable property which is:

(i) zoned rural industrial or rural residential under the transitional district plan
administered by the Council; or
(ii) zoned rural and used principally for residential purposes (including home

ownership flats).
Sector D - Institutions (Non-Rateable)
These are properties which are deemed not to be rateable properties pursuant to Sections
4,5 and 6 of the Rating Powers Act 1988.
Although this sectoris exemptfrom paying general rates, itis still liable for separate rates

for water and sewerage.

Rates for 2002/03 will be shared among the ratepaying sectors as follows:

Sector A - Residential 71.48%
Sector B - Commercial/Industrial 26.11%
Sector C - Rural 1.52%
Sector D - Institutions 0.89%

The different rating sector increases over the 2001/02 rates are noted under the
Funding Policy on page 32.

Rating by Instalments
The Council provides for rates to be paid in four instalments, with instalment one generally

equal to the previous year’s instalment four. A ratepayer may elect to pay the whole of
the year’s rates in one sum before instalment two due date without additional charges.

Additional Charges
An additional charge of 10% will be added to each instalment which remains unpaid after
its due date. Previousyears’ rates which are unpaid will have 10% added firstly in October
2002 and, if still unpaid, again in April 2003.

Additional Charges may be remitted in accordance with the following criteria:

(a) All applications must be in writing.

(b) All rates must be paid in full, as a general rule, before remission is considered.



(c) Remission will generally be given where late payment has arisen due to sickness,
death, age or other acceptable genuine reasons.

(d) No additional charge will be added where payment is received over the counter on the
day following due date or through the mail on the second day following the due date.

(e) Remission of second and subsequent additional charges where satisfactory
arrangements are in place for regular payment of arrears.

(f) Remission on payments made within five working days of due date, where there is
no substantiated reason for remission, up to a maximum of one such remission
every two years.

(8) Remission in respect of commercial, professional or industrial properties will
generally not be granted other than once every five years.

(h) The remission of penalty on current year’s rates may be granted where an agreed

arrangement for payment is in place which is in excess of the current year’s rates.

Postponement of Rates
Statutory provision exists for the Council to remit or postpone rates in cases of extreme
financial hardship. The Council has a policy of considering the postponement of rates where
hardship exists. Postponed rates are a charge against the property and must be paid either
at the end of the postponement term or when the property is sold.

Generally applicants will be over age 65 but consideration will be given in other special
circumstances of need.

Interest will be charged on postponed rates for new applicants at the Council’s cost of

capital rate, currently 7.2%, without incurring additional charges.

Environment Canterbury
The Council acts as agent for the collection of rates for the Environment Canterbury
(Canterbury Regional Council) which determines its own rate levels. This policy does not

refer to those rates.

Rates Payable - 2001/02 Actual and 2003 Financial Plan Compared

Capital Value 2001/2 Actual® 2003 Plan® Difference
Adjusted for Revaluation
$ $ $ $
Residential
120,000 — 118,500 666 692 26
160,000 — 158,000 853 888 35
200,000 — 198,000 1,040 1,086 46
260,000 — 257,000 1,321 1,379 58
300,000 — 297,000 1,508 1,577 69
400,000 — 396,000 1,975 2,068 93
Commercial
100,000 — 100,500 834 848 14
160,000 — 161,000 1,272 1,295 23
200,000 — 201,000 1,563 1,591 28
300,000 — 301,500 2,993 2,333 40
500,000 — 502,000 3,751 3,815 64
Rural @
200,000 — 207,000 567 623 56
300,000 — 310,000 798 881 83
400,000 — 413,000 1,030 1,139 109
500,000 — 516,000 1,261 1,397 136
Notes
@ Fully serviced properties, and includes a Uniform Annual General Charge of $105 per
property.

@ Not paying Water, Sewerage or Land Drainage rate. Includes a Uniform Annual
General Charge of $105 per property.

@ Includes GST but does not include the Canterbury Regional Council Rates.

® Valuation adjustment based on the average revaluation rate impact for each sector:

Residential - 0.60%; Commercial +1.38%; Rural +4.42%.



Introduction

Under Section 122N of the Local Government Act, the Council is required every three years
to prepare and adopt a funding policy. The Funding Policy was adopted in July 2001 and
was published as part of the 2002 Financial Plan. (Copies can be obtained from the Civic
Offices or at www.ccc.govt.nz.) A summary of the Policy is noted below. Also noted

below are the adjustments which have been made as part of finalising this Plan.

Funding Policy Process
The Local Government Act describes in detail the process to determine the funding for all
activities or function of the Council.

The Actidentifies three types of expenditure and how each type of expenditure should
be funded:

(1) Expenditure which gives rise to general benefits may be funded fromrates. General
benefits do not accrue to identifiable persons or groups of persons but benefit the
community generally.

(2) Expenditure which gives rise to direct benefits should be funded by contributions
from the persons or categories of persons who benefit from that expenditure.

(3) Expenditure necessary to control negative effects should be funded by those
whose action or inaction caused the negative effects to occur.

The Act alsoidentifies considerations which may, if the local authority so chooses, allow
the local authority to modify the allocation of costs arrived at above.

¢ The obligation of the local authority to act in the interests of its residents and
ratepayers.

e The fairness and equity arising from any allocation of costs.

e Any lawful policy of the local authority, to the extent that allocating costs may

effectively promote that policy.

e Provide for transition from an existing funding regime to a new funding regime.
Finally, the Act allows the local authority to consider issues of practicability and

efficiency when choosing funding mechanisms.

Details of the Funding Policy
The Council plans to fund its services for the 2002/03 financial year as follows (2000/01

and 2000/02 are included for comparison purposes):

2000/01 2001/02 2002/03
User Charges 35.99% 33.39% 33.50%
Grants and Subsidies 3.72% 4.20% 4.11%
Net Corporate Revenues 16.72% 17.56% 17.32%
Capital Value Rating 40.13% 40.88% 41.24%
Uniform Annual Charge 4.921% 3.97% 3.83%

Inadopting the 2002 Funding Policy, the Council resolved to avoid significant difficulties
for the residential and rural sectors by making the following modifications:
e transferring $1.89M of costs to the commercial sector
e transferring ($1.15M) of costs from the residential sector
e transferring ($640,000) of costs from the rural sector
e transferring ($100,000) of costs from institutions

The above modifications were to be phased out over three years subject to the impact
of the next rating revaluation.

The impact of the revaluation (which will apply from 1 July 2002) would have resulted
in a very significant rate increase (21.58%) for the Rural Sector. In order to mitigate this
impact, the Council resolved to slightly increase the rural modifier over the previous year.
The other modifiers, however, have been reduced and in the case of the institutions

phased out altogether.



The impact of the modifier changes are summarised below:

Rating Sectors Rates Original Rates Amended Rates
Increase Modifier Increase Modifier Increase
Without
Modifier
Commercial/Industrial ~ -0.09% $1,890,000 4.49% $841,667 1.99%
Residential 4.38% |($1,150,000) 3.35% | ($196,667) 4.90%
Rural 40.77% ($640,000)  11.98% | ($645,000) 11.76%
Institutions 3.43% ($100,000) -3.63% 0 3.43%

The different sectors will experience changes to their rates over the 2001/02 rates as

follows:
e Residential +4.20%
e Commercial/Industrial +1.99%
e Rural +11.76%
e Institutions +3.43%

The summary table onthe next page shows how the costs and benefits and modifications
to the cost of benefits have been calculated. Also included is the funding to be received
from user charges, grants and subsidies, net corporate revenues, capital value rating and
the uniform annual general charsge.

The Council as part of finalising this Plan resolved to review the differentials relating to
utilities. This review will be part of the Funding Policy review which take place in 2003/04
and will apply from 2004/05.

Natural play area, Heathcote Domain.



The budgeted costs of the benefits the Council proposes to provide in 2002/03, and their proposed funding, are shown in the following table:

Costs

48.99%
50.55%
0.46%

Modifications

33.50%
4.11%
17.32%
41.294%
3.83%

Costs and Modifications

General Benefits
Direct Benefits
Negative Effects

Transfer User Costs to Rating
Non-Rateable
Avoiding Sudden Changes (Modifier)

Total Costs and Modifications

Funded By

User Charges

Grants and Subsidies

Net Corporate Revenues
Capital Value Rating

Uniform Annual General Charge

Total Funding

Users Residential Commercial Rural Institutions Totals

$ $ $ $ $ $

0 115,443,443 31,299,766 4,003,854 7,443,555 158,183,618
130,340,052 11,828,210 20,727,549 258,056 50,555 163,204,421
1,496,124 0 0 0 0 1,496,124
131,836,176 127,271,653 52,020,314 4,261,909 7,494,110 339,884,163
(23,685,000) 19,921,969 3,265,258 99,255 468,519 0
0 5,045,691 1,375,892 185,080 (6,606,663) 0

0 (174,815) 748,148 (573,333) 0 0
(23,685,000) 94,792,845 5,389,298 (358,999) (6,138,144) 0
108,151,176 152,064,498 57,409,612 3,902,911 1,355,965 322,884,163
108,151,176 0 0 0 0 108,151,176
0 5,376,596 7,777,577 127,462 0 13,281,634

0 49,721,308 11,649,522 1,567,052 0 55,937,882

0 992,551,928 37,198,047 2,049,823 1,355,965 133,155,763

0 11,414,667 784,467 158,573 0 19,357,707
108,151,176 152,064,498 57,409,612 3,902,911 1,355,965 322,884,163




Listed below are the changes from the draft to the final Plan. These changes, which were made after the submissions on the draft Plan had been heard, were adopted by the Council
on Tuesday 16 July 2002.

Financial Changes

2002/03 2003/04 2004/05 2005/06 2006/07
Operating Adjustments - Expenditure $ $ $ $ $
Art Gallery

‘Our City’ Operating Costs 42,000 42,000 42,000 42,000 42,000
Central City Park / Residential Development (Net) (187,775) 159,148 159,148 2,148 (7,852)
(Ex Turners and Growers Site)

City Streets

Cycle Safe Training 30,000 30,000 30,000 30,000 30,000
Community Relations

Multi-cultural City Activities (Operating Costs) 50,000 50,000 50,000 50,000 50,000

Corporate Office - Information Directorate

Grant - Seismic Strengthening of the Cathedral of the Blessed Sacrament 140,000 140,000 140,000 140,000
(Also includes $140,000 in 2007/08)

Financial Services

Valuation Service Provider Savings (50,000) (400,000) (400,000) (200,000) (200,000)
Grants

Provision to Subsidise Mayor’s Welfare Fund 25,000 25,000 25,000 25,000 25,000
Property

Tamaki Tours (Foundation Cost) 161,000

Public Accountability
Public Consultation Programme for STV 30,000



Operating Adjustments - Expenditure (Cont'd)

Sport, Leisure and Events

QEIl Upgrade - Grounds and Stadium

Christchurch International Rowing Centre Charitable Trust Grant (*)
(Also includes $200,000 in 2007/08)

(*) Subject to positive outcome of Airport study on bird strikes

Total Operating Adjustments - Expenditure

Operating Adjustments - Revenue
Car Parking
Off Street Parking Charges (additional revenue)

City Streets

Bus Exchange (Transit Contribution)
State Highways - Cleaning and Lighting (Transit Contribution)

City Water and Waste

Black Bags

Cessation of Black rubbish bag delivery (52 bass)
Extra payment to ONYX (for increased recycling)
Black Bag Cessation - Public Consultation costs (Revised up to $200,000)

Total Operating Adjustments - Revenue

Capital Adjustments

Central City Park / Residential Development

(Ex Turners and Growers Site