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2.1 LTP Direction Setting and Financial Parameters 

 

Meeting: Council Briefing 

Date of meeting: 5 August 2020 

Reporting officers: Alan Adcock (General Manager – Corporate/CFO) 

Dominic Kula (General Manager – Strategy and Democracy) 

 

 

1 Purpose 
  

Direction setting for the 2021 – 2013 Long Term Plan. 
  

 

2 Background 

Late last year councillors held a number of briefings and workshops to discuss priorities for 
the Triennium. This work culminated in clear priorities being endorsed in February 2020, for 
consideration through the 2021 – 2031 Long Term Plan (LTP). 

However, the arrival of COVID-19 resulted in a review of both Council’s short term position 
(through consultation on the 2020 – 2021 Annual Plan process), and the framework to 
support the recovery and reset of our local economy over the medium to long term horizon of 
the LTP. 

Central to this was the adoption of the COVID-19 Response Strategy and Council’s Strategic 
Drivers and Priorities (with minor amendments from February) for the LTP in May 2020. 

In adopting priorities Council also resolved to not undertake early engagement on the 2021-
2031 Long Term Plan, instead requesting that staff to develop a communications 
programme. 

This has allowed information Briefings to be held with councillors on each of the functional 
areas of Council working through what the business does, levels of service in the current 
(2018 – 2028 LTP) and key issues over the three to ten year horizon of the next LTP.  

Having worked through these Briefings, and received initial feedback from councillors, this 
Briefing will mark a transition to the direction setting stage of the LTP.  

As this is a key step in the LTP process we have scheduled a follow up/placeholder Briefing 
on the 12th August if required.  

  

3 Discussion 

The direction and decisions that make up the LTP must come from elected members. This is 
clearly highlighted in sector guidance which notes that: 

‘the decision to adopt (and all of the policy and service decisions that lead up to adoption) 
are political decisions for the elected members to make. The advice that officials provide is 
an information source to the process, as is the feedback gathered through community 
engagement [but] the LTP is . . . the elected member’s document’ 

New Zealand Society of Local Government Managers - Living through the Long-Term Plan 2021 
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This briefing will therefore mark a transition from information Briefings aimed at providing a 
consistent/robust understanding of each area of Council, to Briefings focused on getting the 
direction required from elected members to develop a draft plan.   

 
3.1 Recap and initial Councillor direction (Part 1) 

It is proposed to break the Briefing into two parts, the first being a session to recap and seek 
councillor direction on key issues, programmes and projects.  

It is important to note that as this is the first direction setting session the focus will be on the 
‘big issues’ required to provide initial direction (essentially we will be covering where we want 
to focus in Part 1, and the mechanisms/parameters required to deliver in Part 2).  

Further detailed sessions on Levels of Service, and councillors key projects and 
programmes, are scheduled for late August (26/27th) and early September. These will then 
feed into a councillor prioritisation process on the 17th of September.  

Given the process that councilors will work through over the next two months to provide 
direction and prioritise programmes/projects it is proposed to frame this Part of the Briefing 
around: 

 A summary of the process to date, including key issues raised. 

 An overview of where we are at in the process, and the direction that will be sought 
from councilors in briefings leading up to Christmas 

 Councillor direction on key issues, programmes and cornerstone projects. 
Examples discussed by councillors to date include; 

o Areas where you may want raise or lower levels of service (including grant 
funding levels)? 

o Strategies for managing capex delivery and carryforwards? 
o Key cornerstone projects or programmes? 
o Funding across rural and urban communities? 
o Planning for the ‘known unknowns’ (i.e. Central Government funding, Port 

relocation, waters, regulatory reform, NZTA subsidy etc)? 

Critical to this session will be the Strategic Drivers/Priorities adopted for the LTP in May 
2020: 
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These will provide a framework for direction setting, including any discussion of tradeoffs. 

 
3.2 Financial Parameters and Rating (Part 2) 

The Financial and Infrastructure Strategies are two of the key supporting documents to the 
LTP, providing both the strategic direction and the underpinning context for the plan. These 
policies help to establish an overall policy framework for Council’s financial management, but 
do not themselves set the financial parameters.  

Supporting the LTP, and setting financial parameters, are a range of policy 
settings/requirements including Prudence and Sustainability, Council’s Financial Strategy, 
funding and financial policies, Balanced Budget requirements and rating policies.  A 
summary of these is provided in Attachment 1. 

Financial Parameters 

The overall objective of this Part of the Briefing will be to produce an initial draft of high level 
parameters so that initial modelling can be used to validate the draft policies, strategies and 
general operating assumptions.  

While these will be discussed at this Briefing, they will be revisited several times as the LTP 
process continues. Some of the matters that will be presented for discussion are: 

 To determine whether a Rating review is necessary/desired (refer further information 
below) 

 Rates e.g. Should we revert back to LGCI plus 2% plus a 1% growth factor?, how to the 
ongoing impacts of the lower rates rise (than originally planned) due to COVID-19.  

 Treatment of Deficits/Surpluses arising from Targeted Rates for specific activities e.g. 
Water, Solid Waste, Wastewater, Flood Protection 

 Balancing the Budget  

 Debt levels – what is an appropriate amount of debt and how that limit be expressed 
e.g. $ amount, Debt per capita, Debt per Ratepayer. 

By way of background, Council’s 2018 Financial Strategy (included as Attachment 2) was to: 

 have a balanced budget in every year, where revenue exceeds expenditure (including 
depreciation) under the Financial Prudence measure. 

 general rates increasing by 2% plus inflation plus growth (excluding water, and flood) 

 limit overall rates revenue (excluding Water) to a maximum of 70% of total revenue 

 debt as a percentage of revenue at less than 175% 

 maintaining interest costs at less than 25% of rates revenue have a debt per capita level 
below $2,150 (+ inflation) 

 provide sufficient cash surpluses to fund the planned capital expenditure programme 
without reliance on asset sales. 

 

Rating 

At last month’s Briefing on how rating works we presented an overview of the rating tools 
available to calculate the share to each ratepayer of the rates revenue required, to fund its 
activities. Issues that have been touched on in Briefings to date include: 
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 Sector splits – changes to the land value in the two sectors with low numbers of rating 
units (commercial and industrial and rural) can result is large impacts for some 
ratepayers. In 2020 we adjusted the sector splits slightly so that all ratepayers received 
the same movement in their general rates (2.2%). 

 SUIP’s – does our current definition need changing? In 2018 we changed the test for a 
SUIP from being used or “capable” of being used, to used or “intended” to be used. Or 
should rating units be used? This would increase rates for most ratepayers by 7% 

 The District-Wide Refuse Rate and Uniform Annual General Charge are rated on the 
same basis. Would it be simpler for us and our ratepayers to combine these? 

 Seal extension targeted rates – in 2019 we agreed to increase our seal extension 
programme and as this will be partially funded by ratepayers in the area of benefit, we 
are required to consult on this. 

 Target rate for funding CBD activities – there is a demand more services for the CBD 
how should these be funded? 

 Mãori remission and postponement policy – the Local Government Act 2002 requires 
that we consult at least each 6 years on rates remission and postponement policy. In 
2018 we did not consult on Mãori remission and postponement policy, so we are 
required to consult on this in 2021.  

 Targeted rates for Water, Wastewater and District-wide Refuse Management – these 
need to be reviewed to ensure that the revenue collected matches planned expenditure 
over the long term. 

 
If there is appetite to conduct a rating review, it is important to understand that any moves to 
lower the rates burden from one party will shift it to another. This adjustment inevitably leads 
to negative feedback from those adversely affected during consultation. 
 
 

4 Attachments 

1. Financial Parameters and Rating summary 

2. Council’s 2018 Financial Strategy 
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1 Financial Parameters 

The Financial and Infrastructure Strategies are two of the key supporting documents to 
the Long Term Plan (LTP), providing both the strategic direction and the 
underpinning context for the plan.  

Financial and infrastructure strategies are symbiotic. A financial strategy that is not 
grounded in service needs and realities is ‘aspirational’ at best, and will fail as a 
strategic control.  An infrastructure strategy that is not properly grounded in financial 
realities is also an aspirational document and is a potential recipe for long-term service 
failure or other ‘surprises’ (such as unexpectedly large movements in rates or debt).  

Broadly speaking, an infrastructure strategy takes Council’s vision and identifies the 
key infrastructural issues and drivers over the long-term, and what choices the 
community might have in managing these.  

The financial strategy presents the financial consequences of that vision. It can also 
establish the overall financial parameters that council operates within; creating a 
financial envelope that caps the resources available to implement the vision through 
the infrastructure strategy. This ‘chicken and egg’ scenario requires the development 
of each strategy in tandem through an iterative process. 

While legislation allows the Financial and Infrastructure Strategies to be integrated into 
one document, we intend to keep them as separate, but linked, strategies. 

The financial strategy is a mandatory inclusion in the Consultation Document and LTP 
and must include: 

 quantified limits on rates, rates increases and debt 

 an assessment of the implications those caps have for sustainability of service  

 policies on giving security for borrowing. 

It must also identify the factors that we expect will impact during the life of the strategy 
including: 

 changes in population and land use (and the cost of providing for those changes) 

 the expected capital expenditure incurred on the five mandatory groups of activity 

 any other factor that affects our ability to either maintain existing levels of service, 

or meet additional demand for our services.  

As well as the linkages to the Infrastructure Strategy, consideration must also be given 
to a number of other factors. 

The Local Government Act (LGA) has some specific requirements in relation to 
financial management: 

s101 Prudence and Sustainability  manage finances prudently and in a way that 
promotes the current and future interests of 
the community 

S101A Financial Strategy   inform and guide the assessment of funding 
and expenditure proposals 
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S102 Funding and financial policies  adopt a set of funding and financial policies to 
provide predictability and certainty about 
sources and levels of funding 

S 100 Balanced Budget   operating revenues must be set at a level 
sufficient to meet operating expenses, unless 
prudent not to. 

These requirements influence or dictate various other inputs to the Financial Strategy, 
overall LTP and Council’s operations: 

 The Revenue and Financing Policy, which establishes the way each activity is 
funded 

 Rating policies (including remissions and postponements) 

 Treasury Policy, which establishes the way debt is raised and secured, as well how 
consequential liquidity and interest rate risks are managed. 

 Development Contributions Policy, which establishes the total cost of capital 
expenditure the Council expects to incur to meet increased demand for community 
facilities resulting from growth, and how this will be funded. 

 

2 Rating 

Rates is Council’s largest revenue source. While the financial parameters determine 
the amount of the rates, rating policy determines how much each ratepayer pays. 
Concurrently with the LTP, we could conduct a rates review to discuss different ways 
to share the rates burden.   

At the 2018 LTP, we conducted at rates review for which preparations started in 
January 2017. We considered whether value-based rates should be calculated using 
the capital value of a property rather than the land value or a mix of both.  We also 
considered using rating units rather than Separately Used or Inhabited Part of a Rating 
Unit (SUIP) for unit-based rates. Our ratepayers decided that they preferred the status 
quo, with the definition of SUIP being modified to improve equity and affordability. 

Is it appropriate to conduct a full rates review this LTP or should we continue with the 
same rating policies? 
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