Revenue and Financing Policy
LTCCP 2006-16— amended for 2008/09

Introduction

The Local Government Act 2002 (the “Act”) requires the Council to adopt a Revenue and
Financing Policy which ensures that operating revenue is set at a sufficient level to meet the
projected operating expenses, and that sources of funding are sufficient to meet capital
expenditure. This policy will ensure the Council’'s community plan is financially sustainable and
that debt is maintained at a manageable level. Included within the policy is a requirement to
produce a balanced budget as defined in section 100 of the Act.

The Revenue and Financing Policy sets the context for rates, revenue charges, and capital
expenditure funding, all of which are disclosed in the Funding Impact Statement. It has been
developed within the context of the other financial policies of Council, and will apply for the next
three years.

LTCCP amendments 2008/09

The Revenue and Financing Policy is amended this year to reflect a change in rating structures.
The refuse collection and disposal services are changing from a black bag and recycling bin to a
three bin service. The new service includes the collection of organic waste and will be introduced
progressively from February 2009. The Council has concluded that a change to the rate recovery
process should be made from 1 July 2008 to better reflect the rate impact and benefit distribution.

New Waste Minimisation Targeted Rates will be introduced from 1 July 2008. The base rate will
be charged on a uniform basis to every rating unit which receives the service (or separately
occupied part) and will fund the recycling and organic waste collection and disposal costs.
Secondly, a new targeted rate will be charged to those few rating units on the Banks Peninsula
who use a refuse depot instead of the kerbside collection.

The residual cost of refuse minimisation and refuse disposal will be funded by General rates.

Funding of expenditure

The Act prescribes a series of issues to be considered. Section 101(3) requires each activity to
be analysed, and decisions made about the most appropriate method of funding the operating
and capital expenditure. The following matters were considered for each activity when deciding
how to fund the Council’s operational expenditure:

» The Community Outcomes to which the activities contribute;

» The distribution of benefits between the community as a whole, any identifiable part of the
community, and individuals;

* The period in or over which those benefits are expected to occur;

 The extent to which the actions or inactions of the community contribute to the need to
undertake the activity;

* The costs and benefits, including consequences for transparency and accountability, of funding
the activity; and

 The overall impact of any allocation of liability for revenue needs on the current and future
social, economic, environmental, and cultural well-being of the community.

The policy has two discrete areas; the financing of capital expenditure and of operating expenses.
Financing of capital expenditure

The Council’s capital expenditure covers:



* Purchase of assets, and
» New investments in Council companies.

The capital expenditure to be financed is developed on a city wide priority basis for all assets and
the need for efficient city-wide funding. It is corporately funded, rather than by Council activity or
group of activities, however there is some use of reserve funds specific to certain asset
purchases. The amounts are disclosed on the Financial Overview table of the Draft Annual Plan
2008/09 on page 20.

The sources of funding include:

» Revenues received for capital expenditures, such as LTNZ subsidies — these are included in the
operating surplus;

* Depreciation funds, being revenue received to cover the cost of depreciation;

» Financial contributions and development contributions (see the Development Contributions
Policy);

* Sale of assets;

» Draw-down of special funds set aside for capital expenditure; and

* Borrowing.

The Council’s financial management principles, as disclosed on page 16 of the Draft Annual Plan,
2008/09 provide that:

« Rating for depreciation will be applied to capital expenditure annually;

* Debt will be repaid within 30 years of raising to ensure inter-generational equity;

» The balance of capital expenditure will be funded from reserves, sale of assets and loans;

* Operating expenditure will be funded from operating revenue;

» The Council will budget for an operating surplus each year;

* Financial management will be based on maintaining projections within the four financial ratios;
and

» The Council has the objective of maintaining at least an AA credit rating from Standard and
Poor’s.

Financing Operational Expenditure

Activity funding — some underlying assumptions:

The full description of each Activity, its service description and objectives is contained in the
Activity Management Plans.

The activities are included within each Group of Activity page in the Annual Plan. The Group
pages outline the costs of each Activity, revenue sources for each and the rationale. The table at
the end of this policy is a summary of the Activity analysis and revenue source with emphasis on
rate revenue.

Further information is available on the nature and outcome of the activity analysis if required.
General versus direct benefits, and the impact on the community:

The Council services are divided into 46 activities. These in turn are summarised into 12 groups
of activities. (See the Council’s Activities section in the Annual Plan).

The services produced can be analysed as being either for public good or private good. Public
goods provide general benefits to the community as a whole, while private goods yield direct
benefits to consumers. The majority of services provided by the Council have some public good
characteristics and lie on a continuum between the two. For example, the Parks activities provide



direct benefits to the users, both citizens and ratepayers, and general benefits to the community,
who have, for instance, an open space in their neighbourhood.

The distinction is largely based on the nature of the services, who they are produced for, the
customers of the service, and why the Council provides it.

The benefits for each activity have been identified within the Group of Activities, which include a
description of the activity and its contribution to Community Outcomes. The funding decisions
follow this description.

Benefit analysis:
The funding analysis of activities is based on the following assumptions:

» The gross cost of an activity is assumed to equal the benefits delivered by the activity;
* An allocation of benefits is made between general benefits and direct customer benefits. This is
a subjective choice of the Council;
» General benefits are funded by rates, generally on a straight capital value basis, as the benefit
applies to the community as a whole. The community is represented by the capital values of
rating units and therefore capital values are the rating base, because:
« Capital value reflects relative value of utilisation of Council services;
 Conceptually it reflects relative ability to pay in that ownership of property reflects an
acceptance of relative holding costs of a property;
 Rates are a property-based tax and sound taxation principles should be applied such as
transparency, neutrality, fairness of allocation; and
* There is an underlying assumption that all Council services add to the quality of life in
the city and are therefore of value to all sectors of the community.

Direct customer benefits are those where there is a consuming “customer”, either a person or
entity, and the service provided by the council is wholly or substantially consumed by them.

User charges:

The direct benefits are the result of Council analysis of each activity as required by Section 101.3
of the Act. That analysis concluded that some activities produce direct benefits, namely the
portion of the cost of the service accruing to the direct customers. This does not mean that a user
charge will follow, but merely that if a charge was to be made (or in fact could be made given the
nature of the service and the ability of Council to charge) this would be the maximum.

Charges can be made to customers of the service if the Council policies for user charges allow,
or if there is an appropriate charging mechanism for the service. Where a charge is made, the
price decision will take into account the relevant service delivery policy, access to services and
affordability issues. These decisions of Council are made after taking into account the social,
economic, environmental, and cultural wellbeing of the community (as required by the Act and the
interests of the community).

Where, in the opinion of the Council, there is no practical means of charging the users or there is
a Council policy constraint such as promoting open access to a service, there is either a minimal
or nil charge.

Often, at an activity level, user charges for a Council service activity will not cover the direct costs
to users (the direct benefits). In that case a user charge shortfall occurs. Funding of direct benefit
shortfalls is by rates by relative capital values (predominantly General rates but also some
targeted rates) because:



o shortfalls of direct benefits after user charges occur as a result of Council policy
decisions, as expressed in pricing policies, where Council has decided not to charge the
customers a full cost recovery, and

e the stakeholders are represented by those who pay rates, expressed as relative capital
values.

Where the activity is wholly funded by targeted rates, the shortfall is charged to the targeted rate
payers.

Fees are set by Council and the revenue is reflected in the Annual Plan Group of Activity pages.
On the Group page disclosing the financial budget are notes giving further explanation of the level
of fees and subsidies and the rationale of their selection. The table attached to this policy shows
how effect is given to this policy.

Rates distribution, some underlying assumptions:
The major outcome of this Revenue and Financing Policy is the basis for allocation of rates.

Most general benefits (and direct benefit shortfalls) apply equally to all rate paying sectors and
therefore relative capital values or rating units (the properties) is the appropriate primary driver of
allocation of the net rate requirement.

All rating is based on relative capital value without differentiating between rating sectors, with the
exceptions as noted below where benefits do not apply equally.

The capital values for each sector are estimated to be in the following proportions:
* Business sector 20.46%

» Residential and Base sector 75.61%

» Rural Sector 3.93%

Where there is an unequal allocation of rates to rating units, and where funded by General rates,
the allocation of rates must use differential sectors. This means that the rating units are divided
into rating sectors, using attributes of the property (primarily land use) as the deciding factor. The
framework for differentiation is defined in the Local Government (Rating) Act 2002 and the
application for this Council is defined in the Funding Impact Statement in the Draft Annual Plan
2008/09 on page 64.

The results of this Revenue and Financing Policy define the rate requirement which is then
allocated to each sector, resulting in different rate decimals for each sector for the rate type.

Differential rating is used for General rates only and uses the three sectors listed above.
The targeted rates fund both the general benefits and direct benefits.

Revenue and Finance Policy: Conclusions for funding of operating expenditure
General conclusions:

The conclusions of the analysis for each activity is shown on the Group of Activity pages in the
Annual Plan. The following is a summary of the conclusions. This summary is reflected in the
table attached to this policy.
The activities of the Council have been reviewed and the following conclusions reached:

e General benefits will be recovered by rates based on capital values;

e The targeted rate funded activities will recover both general and direct benefits as the

benefits are predominantly restricted to the serviced area.
e Direct benefits may be recovered by fees and charges;



e In many activities, there is no practical charging mechanism and therefore fee charging
for direct benefits is not possible;

o There is a shortfall of direct benefits and rates are the best funding source;

e The rate funded shortfall of direct benefits accrues to rating units, assumed to be in
proportion to capital value;

e Corporate revenues, made up of interest on funds, dividends and petroleum tax are
raised to the maximum possible amount and are assumed to accrue to ratepayers who
pay General rates on the basis of straight capital value. They do not offset activity costs,
but reduce the total rates.

The basis of the exception to straight capital value rating

The total net operating cost of the Council is recovered by rates on a straight capital value basis
to general rates except for those listed below:

The ‘Streets’ activity, in the group ‘Streets and Transport’;
Land classed as ‘rural’ for differential rating purposes;
Uniform Annual General charges:
Targeted rates — charges by capital values, but to serviced properties for water, sewerage,
and land drainage, including:
» Targeted rates for some water and sewerage services — Church Bay and Governors
Bay schemes and Excess Water Charges.
« « Proposed Waste minimisation targeted rates for rubbish, recycling and organic waste
collection and disposal charged to serviced properties on a uniform basis.

PwnNPE

1. Streets activity loading on the Business Sector

There is an exceptional demand on city streets by the business sector. A study has identified that
one heavy vehicle is equal to over 10,000 cars in terms of wear and tear to the road system.

The study concludes that after taking into account:

* The class of vehicles using the roads;

* The distance travelled by each class;

 Adjustments to equivalent distance by class;

« Allocating the class of vehicles to sectors; and

« Adjusting the allocation by the number of rating units.

there is justification for a rate loading applied to the business (differential) sector for general rates.
This loading is to the advantage of the residential and rural (differential) sectors.

The Council has concluded that an allocation of 55% to the business sector is appropriate based
on the City Streets unit’s funding model. This percentage was calculated in 2006 and continues
until 2009.

It is the business sector as a group which necessitates considerable extra expenditure to provide
the strength of roads for heavy traffic. Its use of land and the traffic movements from it, and the
potential land use as a result of Business zoning, means the business sector contributes
significantly to the need to undertake the service.

The standard of construction necessary and supplied by Council for streets is sufficient to meet
forecast use. Where that use includes significant heavy vehicles, the standard of construction and
the quantum of maintenance is substantially higher than would be necessary if there was no
heavy traffic. If Council chose not to provide extra maintenance the road structure would
breakdown resulting in a subsequent increase in vehicle maintenance and running costs and a
reduction in utility from the road network. There is, therefore, a justification to fund this activity
separately from other activities of Council.



Within the Streets Activity costs, the allocation to the business sector can be broken down by
expenditure type:

* Depreciation on streets is allocated at 61.48% to the business sector and is made up of two
components:

« A full allocation to the business sector of depreciation on major arterial, minor arterial, and
collector roads due to the heavy vehicle predominant use of those roads; and

« An allocation to the business sector of 50% of the balance of depreciation on all other roads.

« Capital expenditure, which is the basis of depreciation, is focused significantly on provision and
expansion of capacity both for heavy trade vehicles and volume;

» Maintenance expenditure is allocated 46% to the business sector on the basis that significant
maintenance of the road network is caused by the volume and weight of heavy trade vehicles;

» Maintenance expenditure is a reactive response to road surface failure. The cause is age, high
use, changed use, or road structure breakdown. Much of this is exacerbated by heavy trade
vehicles. Predominant light vehicle use does not on its own cause road surface failure;

* The resulting weighted average allocation to the business sector for streets activity is 55%.

Rural sector rate differential

Rating units in the rural sector will continue to have a lower general rate. The rural sector will
have a fixed relationship of 75% of the general rate decimal (the multiplier) applying to the
residential and base sector. This maintains the current relationship.

This lower general rate (as compared to residential) is justified on the following basis:

* A lower standard of services generally is provided to outlying rural properties (no footpaths or
street lighting);

* There is a greater distance from Council provided services and therefore reduced use of those
amenities by ratepayers (lack of adjacent parks etc);

» The impact of the level of services provided by the Council on property values (farm land may
not be enhanced by community services).

Note - there is no difference between sectors for water, sewerage, and land drainage rate
decimals.

3. Uniform Annual General Charge (UAGC):

A UAGC of $115 applies to rating units. The Council has concluded that $115 is appropriate
because:

« It is a fair modification of rates after considering the overall impact of rates allocated; and

« It is a fair allocation within each differential sector because the UAGC impacts on rates
incidence, not on rate sector allocation. The charge recognises a common service to all
properties.

The UAGC is applied to each separately-occupied part of a rating unit as defined in the rating
policies because this better represents the ratepayer consumption of services. This means that a
rating unit with multiple occupancies may have to pay several UAGC's.

4. Targeted rates

Current targeted rates

The existing targeted rates will continue to be set:



* The activities and targeted rates of water and sewerage continue on straight capital values, with
the rates applied to the serviced properties only, and in the case of water, half rates to those not
connected.

* Land drainage rates will apply to the serviced area, adjusted annually, but to recover the direct
benefits of the utility portion only.

» The underlying allocation assumptions are the same as for the general rate activities
assumptions, except that the rate is restricted to the serviced area only and is not differentiated.

» The excess water targeted rate and the water supply fire connection targeted rate will continue
as in the past, with the unit charge increase.

* The two special loan-servicing targeted rates for Church Bay and Governors Bay will continue
as originally intended and agreed with the ratepayers concerned at the time the schemes were
commissioned:
*» The estimated balance of the loans as at 1 July 2008 is:
» Church Bay water and sewerage scheme — $54,392 with one year to run;
» Governors Bay water and sewerage scheme - $204,414 with 8 years to run.
 The uniform targeted rate in each case will be set to recover interest and principal on a
table basis with the interest rate being 7%.
» Any ratepayer may make an advanced payment of the balance of their liability for these
uniform targeted rates on the basis of:
* For rating years other than the current year, the amount payable will be the Net
Present Value of the uniform rates estimated to be payable, discounted at the
current interest rate;
* For the current year, the balance of the rates assessed.

Proposed Waste Minimisation Targeted Rate.

Two new Waste Minimisation targeted rates for recycling and organic waste collection and
disposal will be introduced from 1 July 2008. The rates will recover both the general and direct
benefits from serviced properties only.

The remaining city wide refuse costs are recovered in the general rate made up of:
e City wide waste minimisation initiatives
e Rubbish collection and disposal

The Council has concluded on a standard unit of service. Where several units of service are
supplied because, for instance, there are several separately occupied parts of the rating unit,
multiple charges will apply, one for each unit of service. In this case the full uniform charge will
be made.

Where the level of service is different for outlying rating units, predominantly on the Banks
Peninsula, because the kerbside collection is not possible and refuse depots are provided, a
lower uniform targeted rate (75% of the full charge) will be assessed.

The Council have concluded this rate structure will more closely match the benefits from the
Council funded services.

The central business district (as defined by the Waste Minimisation Plan) will have a userpay
rubbish and recycling collection service but will not have an organics collections service. The
targeted rate will not apply to this area of the city.



As a result of this new rate, the General rate by capital values will reduce and the rates by
uniform charges will increase. This will change the incidence of rates.

Proposed Service Levels
The changes to the level of service are intended to occur progressively from February 2009.
The standard level of service from that date is:

e Organic waste — 80 litre wheelie bin, with a weekly collection
¢ Recycling — 240 litre wheelie bin, with a fortnightly collection
¢ Rubbish — 140 litre wheelie bin with a fortnightly collection

Area of benefit - Which rating units get the service:
There are different levels of service in the city. The rate charge follows the level of service.

A -Where there is a kerbside collection service, as defined by the City Water and Waste Unit
Manager, the standard service is available to the following on the basis of one unit of service:
o All fully rateable properties, and
o Every separately used and inhabited part of a rating unit, as defined by the
UAGC definition, excluding:
= Rating Units (land) on which a Uniform Annual General Charge is not
made or remitted,
= Vacant land,
= Land with a storage shed only and the capital value is less than $30,000

B - Outside the kerbside collection service area, with access to a local drop-off collection depot
for recycling and rubbish

C - Within the CBD, (as defined by the Refuse CBD map)
0 The 6 day collection of rubbish bags and weekly collection of recyclables will
continue
0 The costs for this will continue to be recovered by General Rate by capital values
and after the new service is introduced, by charges for the collection bags

There will be circumstances where the standard unit of service is not appropriate for the property
occupier. For these properties, the Council will vary the collection services. The policy will be set
by the City Water and Waste Unit Manager.

Where the rules allow, and by agreement with the ratepayer, the provision of alternatives to bins
may be made where the use of bins is impractical, as, for example, in the case of:

multi occupancy apartment buildings,
dwellings with limited access, and
for occupiers where physical disability.

In these cases the unit of charge is the same as if the standard service was made under A
above.

Charging for the Waste Minimisation collection service

Two new uniform Waste Minimisation Targeted Rates will be introduced from 1 July 2008 for the
services of:

¢ Organic waste

e Recycling



The remaining refuse costs will be recovered as part of the General Rates.
a. Waste Minimisation Targeted Rate — Full Charge

For those rating units with the standard level of service within the kerbside collection area, a rate
charge will be made for each unit of collection service.

The rate charge for 2008/09 is $82 on every separately used or inhabited part of a rating unit in
the serviced area, as defined by the UAGC definition.

The charge will be made to non rateable rating units where the service is provided.

The charge will not be made to rating units in the serviced area which do not receive the service
as defined by the City Water and Waste Unit Manager. These may include:

Rating Units (land) on which a Uniform Annual General Charge is not made,
Land which does not have improvements recorded,

Land with a storage shed only and the capital value is less than $30,000,
Not charged to CBD properties (as defined by the CBD refuse map).

b. Waste Minimisation Targeted Rate — Part Charge

For rating units outside the kerbside collection area, where a limited depot collection service is
available, a uniform targeted rate of 75% of the full rate will be made.

The rate charge for 2008/09 is $62 on every separately use or inhabited part of a rating unit in the
serviced area, as defined by the UAGC definition

The rate may be changed from year to year to reflect changes in costs.

Summary of the rates system to be used

Rates fund the net operational costs of the Council, expressed on an activity basis:
« Differentials will apply for General Rates only;
« Capital Value is the rating base;
« All activities other than those specified for targeted rates below, will be funded by General Rates
and assessed to rating units by:

* Capital Values,

« Differentiated to rate sectors of Residential, Business and Rural, and

* Uniform Annual General Charge of $115 on each separately used part of a rating unit.
» Targeted rates will be set for:

» Water supply activities,

» Sewerage activities,

* Land Drainage utility activities,

» Water fire connection and excess water supply,

e Church Bay and Governors Bay water and sewerage rates.

» Waste Minimisation Targeted Rates

Funding Impact Statement and the rating policies

The financial results of this policy are expressed in the tables contained in the Funding Impact
Statement in the Annual Plan.



Revenue and Financing Policy - Summary table
Funding of operating expenses for 2008/09

Total Cost Direct Activity Direct General Total Rates Total Rates Residential Business Rural Non rateable Total Rates
Net Gst Benefits Revenue Benefits Benefits Net Gst Gstinc Rates Rates Rates Rates Gstinc
Shortfall

General Rate Funded Activities
All activities other than Streets 321,931 168,604 189,287 -20,683 153,327 132,644 149,225
Allocation - General rates by capital values 52.37% 47.63%
Streets activity - carriageway portion 46,249 23,125 4,500 18,625 23,125 41,749 46,968
Allocation - with a loading on Business 50.00% 50.00%
Total General Rates 368,180 191,729 193,787 -2,058 176,452 174,393 196,192
Rates by Capital Value 120,137 52,110 4,684 178,932
Uniform Annual General Charge - $115 16,927 1,984 351 19,261
Total General Rates 137,064 54,094 5,035 196,192
Targeted Rates:
Water Supply Targeted Rate 22,707 18,166 3,238 14,928 4,541 19,469 21,903 16,913 4,105 175 710 21,903
Allocation 80.00% 20.00% 77.22% 18.74% 0.80% 3.24%
Sewerage 33,084 25,625 3,830 21,795 7,429 29,224 32,877 25,550 6,129 g6 1,101 32,877
Allocation 80.00% 20.00% 77.71% 18.64% 0.29% 3.35%
Land Drainage 8,980 3,428 23 3,405 5,552 8,957 10,076 7,959 1,957 161 10,076
Allocation 50.00% 50.00% 78.98% 19.42% 1.59% 0.00%
Refuse 11,307 10,176 10,176 1,131 11,307 12,720 11,211 1,301 208 12,720
Allocation 90.00% 88.14% 10.23% 1.64% 0.00%
Church Bay and Governors Bay Loan r: 96 96 96 96 108 108 108
Allocation 100.00% 100.00%

444 324 249,220 200,878 48,342 195,105 243,447 273,877 198,805 67,586 5,675 1,811 273,877

Notes:

The total cost is the sum of all activities of the Council plus the operating surplus, the total cost to be funded.

The direct benefits are the portion of the total cost accruing to direct customers of the activities.

Activity revenue is the total of fees, grants and subsidies.

General benefits are the total costs less the cost of direct benefits.

Total rates is the sum of all direct benefit shortfalls plus general benefit costs.

Rates are allocated to the rate types and sectors as shown.

The General rates allocation percentage is the share of Capital Value. It does not include the rural sector adjustment.
Rates are shown GST inclusive.

Waste Minimisation targeted rates are for rubbish, organic waste and recycling collection and disposal



Revenue & Financing Policy
2006 /07 schedule of Activities within Groups
Benefit allocation and activity funding

Activity

Central City Revitalisation
City and Community Forward Planning and Urt
Heritage Protection

Civil Defence and Rural Fire
Community Grants
Community Support

Early Learning Centres
Halls and Conveniences
Housing

Art Gallery
Libraries
Museums

Our City O-Tautahi

Democracy and Governhance Support
Elected Member Representation

City Promotion and International Relations
Economic Development

Employment Development

Visitor Promotions

Cemeteries

Regional Parks

Regional Parks

The Botanic Gardens

Urban Parks

Waterways & Land Drainage

Pools and Leisure Centres, Stadia and Sportin:
Recreation and Leisure

Recreation Programmes

Sports Support & Promotion

Black Bag Coliection and Disposal
Refuse Transfer and Disposal
Waste Minimisation

Enforcement and Inspection Activities
Maintaining and Reviewing the City Plan
Regulatory Approvals

Cycle and Pedestrian Linkages - Off-Street
Off-Street Parking

Pedestrian Malls - Off Street

Public Passenger Transport

Streets

Wastewater Collection
Wastewater Treatment and Disposal

Water Conservation
Water Supply

City Solutions
Property

Direct
Benefits

50.00%
75.00%
50.00%

50.00%
50.00%
20.00%
80.00%
50.00%
80.00%

80.00%
80.00%

0.00%
50.00%

0.00%
0.00%

60.10%
80.00%
80.00%
80.00%

80.00%
40.00%
40.00%
40.00%
40.00%
50.00%

60.00%
80.00%
80.00%
80.00%

90.00%
50.00%
50.00%

98.17%
0.00%
100.00%

50.00%
95.00%
50.00%
80.00%
50.00%

80.00%
80.00%

80.00%
80.00%

0.00%
0.00%

Refuse Minimisation and Disposal amended to reflect the Waste Minimisation Targeted Rate

2008/09
General User Charges Subsidies Targeted rates General rate
Benefits (including UAGC)
50.00% 9.95% 0.00% 90.05%
25.00% 0.00% 0.00% 100.00%
50.00% 9.01% 3.64% 87.35%
50.00% 11.03% 0.41% 88.56%
50.00% 0.00% 0.00% 100.00%
80.00% 1.60% 0.91% 97.49%
20.00% 25.03% 52.50% 22.47%
50.00% 5.17% 0.00% 94.83%
20.00% 85.80% 0.00% Not funded from general rates
20.00% 12.11% 2.70% 85.20%
20.00% 7.92% 0.27% 91.81%
100.00% 1.15% 0.11% 98.74%
50.00% 5.64% 0.00% 94.36%
100.00% 0.00% 0.00% 100.00%
100.00% 0.00% 0.00% 100.00%
39.90% 1.45% 0.00% 98.55%
20.00% 1.81% 0.36% 97.82%
20.00% 0.00% 0.00% 100.00%
20.00% 1.47% 0.00% 98.53%
20.00% 52.19% 0.94% 46.87%
60.00% 9.03% 0.03% 90.94%
60.00% 13.30% 0.00% 86.70%
60.00% 3.35% 0.00% 96.65%
60.00% 4.00% 0.00% 96.00%
50.00% 0.27% 0.00% 55.30% 44.43%
40.00% 45.22% 0.00% 54.78%
20.00% 3.00% 4.35% 92.65%
20.00% 9.96% 5.90% 84.14%
20.00% 0.13% 0.00% 99.87%
10.00% 16.42% 0.00% 83.58%
50.00% 55.68% 0.00% 44.32%
50.00% 1.08% 0.00% 79.02% 19.90%
1.83% 90.67% 0.00% 9.33%
100.00% 1.46% 0.00% 98.54%
0.00% 77.28% 0.00% 22.72%
50.00% 0.00% 10.13% 89.87%
5.00% 119.05% 0.00% -19.05%
50.00% 0.00% 0.46% 99.54%
20.00% 0.00% 1.77% 88.23%
50.00% 12.75% 11.57% 75.68%
20.00% 0.08% 0.00% 99.92%
20.00% 28.42% 0.00% 71.58%
20.00% 0.00% 0.00% 100.00%
20.00% 14.79% 0.00% 85.21%
100.00% 101.83% 0.00% -1.83%
100.00% 99.07% 0.00% 0.93%




Financial Overview

Operating Summary

Operating expenditure
Additional waste minimisation expendiure.
Depreciation

Interest expense

Total operating expenditure

funded by :
Fees, charges and rates penalties
| Reduction in waste minimisation revenue. .
Development contributions
Grants and subsidies
Dividends and interest received
Total operating revenue

Required operating surplus (before vested assets)

Rates required

Net annual impact of activities undertaken:
Percentage (%) rate increase including growth and inflation

Required operating surplus consists of :
Revenues to fund capital expenditure

Funding for debt repayment provision

Funding for landfill aftercare expenditure
Removal of separately funded activities resuits
Operational transfers to/from special funds
Operating Surplus (before vested assets)

Capital Funding Summary
Capital expenditure

funded by :

Depreciation rated for

Sale of assets

Landfill aftercare funded from rates and reserves
Funding from debt repayment reserve

Funding for capital from other reserves
Revenues for capital projects

Total funding available

Borrowing required for capital works programme
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Note: Plan figures for 2008/09 are restated LTCCP numbers for comparison purposes only. Actual plan figures are contained in the draft Annual Plan 2008/09.

Plan Forecast Forecast Forecast Forecast Forecast Forecast Forecast
2008/09 2009/10 2010/11 201112 2012113 201314 2014/15 2015/18
$000's $000's $000's $000's $000's $000's $000's $000's

300,018 315,803 322,590 330,066 . 343,680 350,100
. 149 ; . BDYS 8800 ‘ 8948 9214
98,050 108,267 113,289 118,974 124,621 130,091 133,072 132,823
20,904 30,378 31,988 33,085 33,520 33,793 33,949 34,263
413,312 446,153 468,875 482,744 496,597 510,292 519,649 526,400
92,031 94,803 96,760 98,896 101,269 102,665 104,477

759 (2830 \ B 3oy 3.088) B s

23,862 24,518 24,959 25,470 25,942 26,354 26,780

44,042 32,762 37,658 36,105 34,642 30,778 31,458

67,402 67,639 70,001 70,642 73,243 76,240 79,866

205,015 224,678 216,892 226,482 228,155 232,081 232,972 239,465
42,020 58,095 53,564 61,352 60,673 60,097 57,079 59,102
250,317 279,570 305,547 317,614 329,115 338,308 343,756 346,037
12.13% 10.36% 8.13% 2.94% 2.65% 1.86% 0.72% -0.21%
48,952 58,649 47,477 52,448 51,033 49,672 45,859 46,686
3,436 5,055 5,862 6,512 7,048 7,626 8,213 8,836
1,315 512 512 512 512 512 512 512
(2,248) (2,212) (2,384) (2,399) (2,394) (2,387) (2,385) (2,072)
(7,437) (3,909) 2,097 4,279 4,474 4,674 4,880 5,140
42,020 58,095 53,564 61,352 60,673 60,097 57,079 59,102
245,383 208,523 180,360 187,596 185,501 179,386 159,427 165,156
93,310 103,560 108,552 114,218 119,887 125,361 128,342 128,396
1,404 5,871 1,491 1,531 1,568 1,603 1,634 1,666
1,315 512 512 512 512 512 512 512
718 766 817 871 930 (7,827) (27,109) (22,852)
1,910 1,738 1,736 1,660 1,693 1,709 1,707 1,937
46,952 58,649 47 477 52,448 51,033 49,672 45857 46,687
145,609 171,096 160,585 171,238 175,623 171,030 150,943 156,546
99,774 37,427 19,775 16,358 9,878 8,356 7,734 7,860



Refuse minimisation and disposal

Cost of proposed services

Boxed figures contained in this table have been updated to reflect the financial impact of revisions to the waste minimisation strategy.
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Plan Forecast Forecast Forecast Forecast Forecast Forecast I Forecast
2008/09 2009/10 201011 2011142 2012/13 2013114 2014/15 201516
$000's $000's $000°'s $000's $000's $000's $000's $000's

Activity operational cost -

Black bag / bin collection and disposal 7,445 5,354 5,580 5,695 5,821 5,926 6,017 6,101

Refuse transfer and disposal 4,510 4,103 4,338 4,157 4,260 4,382 4,508 4,482

Waste minimisation 14,876 22,674 23,480 24,105 24,736 25,316 25,840 26,351
Total expenditure 26,831 32,131 33,398 33,957 34,817 35,624 36,365 36,934
Activity operational revenue -

Black bag / bin collection and disposal 1,156 - - - - - - _

Refuse transfer and disposal 1,962 2,088 2,141 2,191 2,238 2,281 2,319 2,358

Waste minimisation 525 540 553 566 578 590 599 609
Total operational revenue 3,643 2,628 2,694 2,757 2,816 2,871 2,918 2,967
Fees and charges 3,643 2,628 2,694 2,757 2,816 2,871 2918 2,967
Grants and subsidies - - - - - - - -
Total operational revenue (by source) 3,643 2628 2,694 2,757 2,816 2,871 2,918 2,967
Net operational cost 23,188 29,503 30,704 31,200 32,001 32,753 33,447 33,967
Vested assets - - - - - - - -
Net cost of services 23,188 29,503 30,704 31,200 32,001 32,753 33,447 33,967
Capital expenditure
Renewals and replacements 23,000 608 615 619 609 1,015 788 660
Improved service levels 176 173 177 180 181 190 188 186
Increased demand 21 21 21 21 21 22 22 22
Total capital expenditure 23,197 802 813 820 811 1,227 998 863

Note: Plan figures for 2008/09 are restated LTCCP numbers for comparison purposes only. Actual plan figures are contained in the draft Annual Plan 2008/09.

Rationale for activity funding

The implementation of the Waste Minimisation Plan will occur progressively from February 2009.

Waste minimisation costs, made up of organic waste and recycling collection and disposal, will be funded b

y targeted rates on the serviced area commencing from 1 July 2008.

Council have concluded that the targeted rates will fund both the direct and general benefits for two of the three bins of the service.
General rates and user charges will fund the balance of the costs on a citywide basis.
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Christchurch City Council
Income Statement

Plan Forecast Forecast Forecast Forecast Forecast Forecast Forecast
2008/09 2009/10 2010/11 2011712 2012/13 201314 2014/15 2015/16
Note $000's $000's $000's $000's $000's $000's $000's $000's

REVENUE

227 437 219,722 229,378 231,113 235,096

sols)
326,617
522,439 544,096 570,389 576,728 585,502

8681
455,332

504,248

EXPENDITURE
Operatin expenditure

300,018
| Additional wa ot

289,276

337,732
BB ;

343,680

350,100

‘ . ‘ 490 « . 85

Depreciation 98,050 108,267 113,289 118,974 124,621 130,091 133,072

Interest 20,904 30,378 31,988 33,085 33,520 33,793 33,949

Total operating expenditure 2 413,312 446,153 468,875 482,744 496,597 510,292 519,649 526,400
Operating surplus before vested assets 42,020 58,095 53,564 61,352 60,673 60,007 57,079 59,102
Vested assets 21,217 28,122 22,559 28,034 21,307 21,777 22,199 22,629
Operating surplus before taxation 63,237 86,217 76,123 89,386 81,980 81,874 79,278 81,731
Less tax expense / (benefit) - - - - - - - -
Surplus after taxation 63,237 86,217 76,123 89,386 81,980 81,874 79,278 81,731
Net surplus for year 63,237 86,217 76,123 89,386 81,980 81,874 79,278 81,731

Note: Plan figures for 2008/09 are restated LTCCP numbers for comparison purposes only. Actual plan figures are contained in the draft Annual Plan 2008/09.




Replacement page 184

Christchurch City Council
Cash Flow Statement

Plan Forecast Forecast Forecast Forecast Forecast Forecast Forecast
2008/09 2009/10 2010/11 201112 2012113 2013/14 2014/15 2015/16
$000's $000's $000's $000's $000's $000's $000's $000's

OPERATING ACTIVITIES
Cash was provided from:

. - ‘ . : 7490 i : : ‘ 2
Interest received 26,187 30,397 30,221 30,590 30,726 31,319 32,791 35,013
Dividends 35,041 37,041 37,541 39,541 40,041 42,041 43,541 44,928
Net GST
450,923 500,370 520,246 542,892 556,491 569,942 576,769 586,036

Cash was disbursed to:
Payments to sy liers and
Waste minimisation .

employees

321,051 329 155 337,334 344,040

i L i Reihl 820 BT . Buds

Interest paid 20,904 30,430 33,216 33,649 33,917 34,053 34,352
310,218 332,721 352,759 362,362 371,194 379,927 387,041 394,750

NET CASH FLOW FROM OPERATIONS 140,705 167,649 167,487 180,530 185,297 190,015 189,728 191,286

INVESTING ACTIVITIES

Cash was provided from: ;

Sale of assets 1,404 5,871 1,491 1,631 1,568 1,603 1,634 1,666

Investments realised 1,841 3,901 12,712 2,220 9,603 6,080 4,704 5,166

3,345 9,772 14,203 3,751 11,171 7,683 6,338 6,832

Cash was applied to: .

Purchase of assets 243,360 207,301 179,139 ! 186,374 184,281 178,164 158,206 163,934

Purchase of investments 58,701 54,333 1,084 1.183 1,285 1,390 1,498 1,608
302,061 261,634 180,223 187,557 185,566 179,554 159,702 165,539

NET CASH FLOW FROM INVESTING ACTIVITIES (298,716) (251,862) (166,020) (183,806} (174,395) (171,871} (153,364) (158,707)
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Plan Forecast Forecast Forecast Forecast Forecast

Forecast Forecast
2008/09 2009/10 2010/11 2011112 2012/13 2013114 201415 2015/16
$000's $000's $000's $000's $000's $000's $000’s $000's
FINANCING ACTIVITIES
Cash was provided from:
Raising of loans 157,607 90,773 19,816 16,397 9,919 8,397 8,525 8,651
157,607 90,773 19,816 16,397 9,919 8,397 8,525 8,651
Cash was applied to:
Repayment of term liabilities 1,918 4,192 12,680 2,605 9,569 6,045 4,668 5,127
1,918 4,192 12,680 2,605 9,569 6,045 4,668 5127
NET CASH FLOW FROM FINANCING ACTIVITIES 155,689 86,581 7,136 13,792 350 2,352 3,857 3,524
Increase/(decrease) in cash (2,322) 2,368 8,603 10,516 11,262 20,498 40,221 36,103
Add opening cash 135,179 134,258 136,467 142,708 150,117 157,968 172,053 199,476
Reclassification of short-term investments from Cash
and cash equivalents to Financial instruments 1,401 (159) (2,362) (3,107) (3,401) 6.411) (12,798) (11,544)
ENDING CASH BALANCE 134,258 136,467 142,708 150,117 157,968 172,053 199,476 224,035
Represented by:
Cash and cash equivalents 134,258 136,467 142,708 150,117 157,968 172,053 199,476 224,035

Note: Plan figures for 2008/09 are restated LTCCP numbers for comparison purposes only. Actual plan figures are contained in the draft Annual Plan 2008/09.
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NOTES TO THE FINANCIAL STATEMENTS

Plan Forecast Forecast Forecast Forecast Forecast Forecast Forecast
2008/09 2009/10 2010/11 201112 201213 201314 2014/15 201516
$000’s $000's $000's $000's $000's $000's $000's $000's
NOTE 1
SUMMARY OF OPERATING INCOME
Summary of group of activities income
City development 1,087 1,091 1,119 1,148 1,170 1,192 1,212 1,233
Community support 14,617 15,020 15,404 15,769 16,103 18,412 16,685 16,966
Cultural and learning services 3,808 3,913 4,013 4,108 4,195 4,276 4,347 4,419
Democracy and governance - - 358 - - 382 - -
Economic development 177 182 155 157 181 163 167 169
Parks, open spaces and waterways 9,416 10,803 11,089 11,100 11,323 11,530 11,709 11,894
Recreation and leisure

11,750 11,999 12,432 12,637
. Refuse minimisation and disposal . . ~ 2884 isr . oz . 29
Regulatory services 20,002 20,553 21,080 21,576 22,033 22,457 22,831
Streets and transport 54,530 60,312 49,431 54,865 53,668 52,535 48,966 49,943
Wastewater collection and treatment 9,294 13,316 13,639 13,817 14,111 14,385 14,627 14,877
Water supply 5,843 7,019 7,192 7,344 7,501 7,644 7771 7,800
Activity results represented in income statement 132,807 145,923 137,520 144,389 145,080 146,076 143,665 146,218
Other income:
Interest income:
Subsidiaries 11,850 16,203 15,761 15,598 15,130 14,788 14,342 14,087
Loan repayment investments 14 18 1 3 8 9 12 15
Short term investments 9,724 9,567 9,813 10,387 11,051 12,074 14,057 16,592
Special and other fund investments 4,613 4,573 4,523 4,471 4,414 4,353 4,288 4,264
Total interest income 26,201 30,361 30,098 30,460 30,601 31,202 32,699 34,938
Dividend income:
Christchurch City Holdings Ltd
Ordinary 32,500 34,500 35,000 37,000 37,500 39,500 41,000 42,387
Special - - . . - . . .
Transwaste Lid 2,541 2,541 2,541 2,541 2,541 2,541 2,541 2,541
Total dividend income 35,041 37,041 37,541 39,541 40,041 42,041 43 541 44,928
Sundry income:
Petroleum tax 2,426 2,493 2,557 2,817 2,872 2,724 2,769 2,815
Rate penalties 1,429 1,468 1,506 1,541 1,574 1,604 1,631 1,658
Other corporate income 7,111 7,392 7,670 7,934 8,187 8,434 8,867 8,908
Total sundry income 10966 11,353 11,733 12,092 12,433 12,762 13,067 13,381
Total operating income 205,015 224,678 216,892 226,482 228,155 232,081 232,972 239,465




NOTE 2
SUMMARY OF OPERATING EXPENDITURE

Summary of group of activities costs

City development
Community support
Cultural and learning services
Democracy and governance
Economic development
Parks, open spaces and waterways
Recreation and leisure

| Refuse minitisation and diatosa
Regulatory services
Streets and transport
Wastewater collection and treatment
Water supply

Activity results represented in income statement

Other expenditure:
Interest expense not allocated
Other corporate expenditure

Total other expenditure

Total operating expenditure

Specified expenses (included above):

Audit fees
Employee benefits expense
Donations

13,901
34,633
46,089
12,468
10,815
47,541

14,411
35,606
48,351
12,851
11,622
49,364

13,817
36,970
50,655
14,165
12,284
50,978

13,933
37,791
51,962
13,490
12,665
52,480

13,987
38,436
53,079
13,829
13,080
53,855
34,368
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14,087 14,384 14,455
38,997 39,674 39,964
54,332 55,691 56,942
15,003 14,224 14,276
13,423 13,774 14,118
55,052 56,287 56,001
35132 ; 35855

. ot s B
28,091 28,682 29,248 29,664 30,085

92,902 100,050 104,479 108,808 113,294 115,447 117,660
40,774 43,746 45,861 47,929 49,914 51,553 52,374
22,318 23,390 24,246 24,736 24,926 25,606 26,189
391,470 418,336 440,138 453,047 465,952 479,448 488,925 495,805
12,576 17,022 16,588 16,435 15,975 15,621 15,208 14,945
9,266 10,795 12,149 13,262 14,870 15,223 15,516 15,850
21,842 27,817 28,737 29,697 30,645 30,844 30,724 30,595
413,312 446,153 468,875 482,744 496,597 510,292 519,649 526,400
350 234 240 375 250 254 395 262
111,000 113,915 116,917 119,405 121,765 123,918 125,791 127,688
18,083 19,007 19,675 20,205 20,708 21,182 21,814 22,055

Note: Plan figures for 2008/09 are restated L TCCP numbers for comparison purposes only. Actual plan figures are contained in the draft Annual Plan 2008/09.



Rates Impact on selected properties Appendix 1
(@ (b) (c)
Waste Strategy No Bins With the new Waste Management Strategy - 3 Bins With the new Waste Management Strategy - 3 Bins
Charging Option Option 1 - Opt 2 - $11.3m Opt 3-$19.1m Option 1 - Opt 2 - $17.5m Opt 3 - $22.6m
General Rate General Rate Waste Rate Waste Rate General Rate Waste Rate Waste Rate
Draft Annual Plan
Finacial Year 2008/09 2008/09 2008/09 2008/09 2009/10 2009/10 2009/10
UAGC $115 $115 $115 $115 $115 $115 $115
Waste Targeted rate $0 $0 $82 $138 $0 $126 $162
2007 CV 2007 CV 2007 CV 2007 CV 2007 CV 2007 CV 2007 CV
Residential & Other - fully serviced
2007 Cap. Value  #ratepayers $ $ $ $ $ $ $
60,000 394 306 311 383 431 327 437 469
80,000 176 369 377 444 491 398 502 532
100,000 171 433 442 506 550 469 567 596
120,000 322 496 508 568 610 539 633 660
140,000 650 560 573 630 669 610 698 723
160,000 1,358 623 639 692 729 681 763 787
180,000 2,669 687 704 754 788 751 829 851
200,000 4,111 750 770 816 848 822 894 915
220,000 6,336 814 835 878 907 893 959 978
240,000 9,019 877 900 940 967 964 1,024 1,042
260,000 9,753 941 966 1,000 1,025 1,034 1,090 1,106
280,000 11,156 1,004 1,031 1,064 1,086 1,105 1,155 1,170
300,000 11,309 1,068 1,097 1,125 1,145 1,176 1,220 1,233
320,000 10,566 1,131 1,162 1,187 1,205 1,247 1,286 1,297
340,000 8,654 1,195 1,228 1,249 1,264 1,317 1,351 1,361
360,000 7,299 1,312 1,293 1,311 1,324 1,388 1,416 1,425
380,000 5,998 1,322 1,359 1,373 1,383 1,459 1,482 1,488
400,000 5,198 1,385 1,424 1,435 1,442 1,529 1,547 1,552
450,000 10,808 1,544 1,588 1,590 1,591 1,706 1,710 1,711
500,000 8,514 1,703 1,751 1,745 1,740 1,883 1,874 1,871
600,000 10,656 2,020 2,079 2,054 2,037 2,237 2,200 2,189
700,000 5,034 2,338 2,406 2,364 2,335 2,590 2,527 2,508
800,000 2,676 2,655 2,733 2,673 2,632 2,944 2,853 2,827
900,000 1,588 2,973 3,061 2,983 2,929 3,297 3,180 3,145
1,000,000 1,039 3,291 3,388 3,292 3,227 3,651 3,506 3,464
2,000,000 2,310 6,466 6,661 6,388 6,200 7,187 6,772 6,651
3,000,000 256 9,642 9,933 9,483 9,174 10,723 10,037 9,838
4,000,000 78 12,817 13,206 12,579 12,148 14,259 13,303 13,025
5,000,000 39 15,993 16,479 15,674 15,121 17,795 16,568 16,211
6,000,000 23 19,169 19,752 18,770 18,095 21,331 19,834 19,398
Over 6,000,000 81
Total 138,241
Business - Fully serviced
60,000 2,464 385 390 462 511 413 523 555
100,000 375 564 574 638 682 612 711 740
200,000 1,070 1,014 1,033 1,080 1,112 1,109 1,181 1,202
300,000 1,377 1,463 1,492 1,521 1,541 1,606 1,651 1,665
400,000 1,301 1,912 1,950 1,962 1,970 2,103 2,122 2,127
500,000 945 2,361 2,409 2,404 2,400 2,600 2,592 2,590
600,000 712 2,811 2,868 2,845 2,829 3,097 3,062 3,052
700,000 510 3,260 3,327 3,286 3,258 3,593 3,532 3,514
800,000 420 3,709 3,786 3,728 3,688 4,090 4,002 3,977
900,000 348 4,158 4,245 4,169 4,117 4,587 4,473 4,439
1,000,000 297 4,608 4,704 4,610 4,546 5,084 4,943 4,902
2,000,000 1,508 9,100 9,292 9,024 8,839 10,054 9,645 9,526
3,000,000 481 13,593 13,881 13,437 13,133 15,023 14,347 14,151
4,000,000 240 18,085 18,469 17,851 17,426 19,992 19,049 18,775
5,000,000 129 22,578 23,058 22,264 21,719 24,961 23,752 23,400
6,000,000 104 27,071 27,647 26,678 26,012 29,931 28,454 28,024
Over 6,000,000 322
20,000,000 89,967 91,887 88,467 86,117 99,501 94,284 92,767
Total 12,603
Rural - Fully serviced
100,000 See below 376 383 452 499 402 507 538
200,000 637 651 707 744 689 774 799
300,000 898 920 961 990 976 1,041 1,059
500,000 1,419 1,456 1,471 1,482 1,549 1,574 1,581
1,000,000 2,724 2,797 2,746 2,710 2,984 2,907 2,884
2,000,000 5,333 5,478 5,294 5,168 5,852 5,573 5,491
3,000,000 7,941 8,160 7,843 7,625 8,721 8,238 8,098
4,000,000 10,550 10,842 10,392 10,082 11,590 10,904 10,705
5,000,000 13,159 13,523 12,940 12,540 14,459 13,570 13,312
Rural - Not paying Water, Sewerage, or Land Drainage Rate.
Includes a full Waste charge
100,000 199 285 292 361 408 315 421 451
200,000 186 455 470 525 563 515 601 625
300,000 153 625 647 689 718 716 780 799
400,000 180 795 824 853 873 916 960 973
500,000 234 965 1,002 1,017 1,028 1,116 1,140 1,147
600,000 231 1,135 1,179 1,181 1,182 1,316 1,320 1,321
700,000 271 1,305 1,356 1,345 1,337 1,516 1,500 1,495
800,000 248 1,475 1,534 1,509 1,492 1,716 1,680 1,669
900,000 199 1,645 1,711 1,673 1,647 1,917 1,860 1,843
1,000,000 201 1,816 1,888 1,837 1,802 2,117 2,040 2,017
2,000,000 690 3,516 3,662 3,478 3,351 4,118 3,838 3,757
3,000,000 133 5,217 5,435 5,118 4,900 6,120 5,637 5,497
4,000,000 41 6,917 7,209 6,759 6,449 8,122 7,436 7,237
5,000,000 14 8,618 8,982 8,399 7,998 10,123 9,235 8,976
6,000,000 5 10,318 10,756 10,040 9,548 12,125 11,034 10,716
Over 6,000,000 17






