PORIRUA

CITY COUNCIL

Porirua City Council

Long-term Plan 2015-25

ISSN 1171-7882 (print)
ISSN 1175-8163 (online)



Version history

Version Date Description Owner Revision Date
1 22 June 2015 Original draft Alice Ropata

2 22 June 2015 Editorial amendments Alice Ropata

3 25 June 2015 Editorial amendments Alice Ropata

4 30 June 2015 Editorial amendments Alice Ropata

5 1 July 2015 Editorial amendments Alice Ropata

6 1 July 2015 Includes final audit report Alice Ropata 30 June 2018

Document Number: 116420

All print copies are uncontrolled



Table of contents

Contents
SECTION 11 STrATEEIC OVEIVIEW ..ueeiiiiiiiieiiiiiteee e e e ettt ettt e e e s ettt e e eeeseasaabeeeeeeesssasss bt et eeeessaaassbateeeeessassassseaaeeeesssaaassseeeeeeesesasassbeaeeeessasansseneaeeesesasannssnaaeeesssnsannnsnnaees 1
L0 1] ol 0o TUT o T 1 EO T T T T T TP O TSV U POV 2
Y I3 T N oY o T o o TSN 1Y F= Vo SR 3
MESSAZE TrOM ThE ChIET EXECULIVE ... ..viiiiiciieee ettt e et e e ettt e e ettt eeeetteeeeetteeeeessaeeeassaeeeassaseeasssseeeasseeeeanssseeeannsaeeeassseesesnsaeeesnnsaeeesansaeeesnnsseeesanssenenn 5
oY T (U= T o Yo - 1Y ST 7
OUr StrategiC Priorities fOr the NEXE L0 YEAIS ...uiiiiiiiie i it ettt eette e e ettt e e ettt e e e stte e e e sbeeeeeabeeeeesabeeeeeasseeeesaaseeeesanseeeesaasseeesanseeeessnseseessnseneesaseseessasteeessssseeesnnns 10
Priority: Children and Young People at the centre of OUr City dECISIONS ....cc..iiii i e e et e e s saba e e e s sabeeeeansseeessnsreeeennsaeeeas 10
Priority: A healthy and protected harbour and catchment — Te AWarua-0-POrirUa ........oeiiiiiieiiiiiie e ecree e esire e e esrae e e s stre e e ssbaeeesssaseeessssteeesassseeeesssseees 11
Priority: A growing, prosperous and regionally CONNECLEA CitY........oiiiiiiiiiiiiiie et e et e e e et e e e ettt e e e ettt e e e s asaeeeesasaaeaeassaeeeeassseeesssseeeesssneeeanssneens 12
Priority: A great Village and CitY EXPEITEINCE ......occ ittt e e ettt e e ettt e e e etteeeeeetteeeeeaaseeeeeasasesaasssseeassasseaasssssessssseessseseeenssaneesasssesesssseeesanssnsesanssnnans 15
(Y ETolgReloT o dal o]0 uToY oI o X ®lo]¥] a ol 1 Mo F=Yol T To] o B0 F=1 4] o= TR 16
RN (=R (0] (o]0 0 =1 4o o IR TP PSP PP USSP 17
20T oY ult f o) o TR o TSI AN W e [ o] RSP 24
NYTotd o o W T o Yo ol P Y ] =Y =T =4 SRR 26
SECtioN 3: STAtEMENT OF SEIVICE PrOVISION .....eiiiiiiieiie ittt ettt b e sht e et e bt et e e bt e s bt e saeesat e e abe e bt e bt e abeeeheeeateeabeeabeeebeeeheesatesabeeabeebeenbeesmeesneeenteensaens 56
Y Yot o) o 10 N VT g Yo [T T= @ TU T iV T o S EPRSPP 104
Public Benefit Entity Financial Reporting Standard 42 Prospective Financial Statements (PBE FRS 42)......c.uioiiieeiiiiiiieeeciee e e creeeireesveeestaeesaveeesaaeesavee e 104
Financial FOrecasting Planning ASSUMPLIONS .......uiiiiiiiee i cciee e ettt e e ettt e e e et e e e e rttee e esateeeeesabaeeeaasbaeeeaastaeeeeassaeeeaasseaesasaseeeeannseeesaassaseeansseseesanseeesasnseeesansseneesnnsens 107
)Pl N ToF [l aeT g Yot [y ul o =40 AN U0 Yo 14 o] o -3 ST 108

Document Number: 116420 All print copies are uncontrolled



Financial FOrecasting Planning ASSUMPTIONS .......uiiii it sttt sttt e ettt e e e sttt e e s rteeeessbeeeessabeeeesasbeeeesassaeeesassaeeeeasseeeseasseeeeansseeessnssenesansseeessnnsenessnssenesansseneesnnsens 114

SEALEMENT OF ACCOUNTING POLICIES .. .ttiiiiiiiiie ettt e et e ettt e e sttt e e s sateeessseeeeesasteeeesasaeeeesastaaeeassseeeeaasseeeeaasseeeesassaeeeenssaeeesnsbeeesansaeeesnnsnanenn 116
Prospective Statement of COMPIrENENSIVE INCOME .......oiiiiiiee et e et e e e st e e e e et e e e settaeeeeebaeeeeaabaeeeaaabaeeeaastaeeeaaaseeeeaasseeeeaanteeesaanseeeeanstenesansens 129
Prospective Statement Of ChangES N EQUITY .....c.uiii i ccitie ettt e e ettt e e e ettt e e e e eate e e e e abaeeeeaataeeeeassaeeeaasbeeeeeasseeeeaasseeeeansseseeanssaseeaanbeeesannseeeeanssenessnnsens 130
Prospective Statement of Financial Position (for the year €Nded 30 JUNE)........uueiiiiiie ettt e e e et e e e et e e e s eabe e e e eeabaee e e nbeeeeesabeeeeennbenesennsens 131
Prospective Statement of Cashflows (for the Year ENAEd 30 JUNE) ....eccueieciii ittt e et e et e e st e e et e e e ste e s tee e saeeasteeansaeessseeensaeesssesanseeesnsesanses 132
Notes to the Prospective Financial Statements — Depreciation (for the year ended 30 JUNE) ......cooviiiiieeciii ettt e ae et e e aee e st eans 133
Talole]aalcR ide o g R E gL d=Te RV L =Yl o gL A=Y YU T oo 1Y PP 135
VT e Yo [T e o g o T ot di] =1 (<] o T=] | A PRSP 136
o T ol<Yoru )Vl AU Ta Yo [T o= [ o o F= ot dl =Y <] 411 o) PRSP 144
Reconciliation of Funding Impact Statement with Prospective Statement of Comprehensive INCOME ..........ccciiii e e e 146
Full Prospective Funding Impact Statements fOr @aCHh ACTIVILY .....ciii i e e e e e et e e e s sabee e e s s beeeeesabeeeeesnbeeeeeanseeeesnnsens 148
SEATEMENT OF RESEIVE FUNGS .....eiieiiiiiii ettt ettt ettt et e sttt e s bt e s bt e e bt e e sttt e ateesateeeaseeesabeesasteeaabeesabeeesabeesabeeeaseeesabeeenbeeaabeesabeeesabeesabeeensbeesabaeennseanas 185
SECHION 51 FINANCIAI POIICIES ...euteeieeteetteete ettt ettt e bt e s bt e s a e e s ab e e bt e bt e bt e sb e e ebeesaeeeateeabe e be e b e e eheeeat e e abeea bt eabe e beeebeeeheeeaeeeabeeabeeebeesaeesatesabesabeeabeenseesneas 186
AL o[V TR T A o F= T Vol g Tl =] [ oy USSR 187
Rates Remission & POSTPONEMENT POIICY .....oiiiiiiiiiiiiiie ettt e ettt e e e et e e e e ettt e e e eeabeee e e abeeeeeaataeeeeaasaeaeeasbeseeaaasesaeeastesaeaanseseeaassasaeaanbeaesesnseeesannsenesennsens 224
NY=Totd o] W SR [ 1 I d VLot (0 oI = | =Y -4V PRSP 235
Section 7: Significance and ENGagemMENT POIICY .....uuiiiiiiiiie e ciee ettt ettt e e et e e e e et et e e e teee e s sbeeeeeabaeeeaasbeeeeaasseee e e sbaee e e sbaeeeaanseeeeaasbaneeeanseaeeannseeeeennrees 292
NY=Totd o o I T O TN Tl G VA T U g Y o)1 T o L PP PSP 306
iv

Document Number: 116420 All print copies are uncontrolled



Section 1: Strategic Overview
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Our Council
You can contact your Mayor and Councillors to discuss anything relating to Council plans or services. Their contact details are listed below:

Mayor Eastern Ward Councillors

\

Mayor Nick Leggett Councillor Luafataali’i Litea Ah Hoi Councillor John Burke Councillor Izzy Ford Councillor Denys Latham

Phone 04 237 1400 Phone 04 237 6566 Phone 0274 441 483 Phone 0275 714 405 Phone 027 692 2970
mayor@pcc.govt.nz litea.mufasa@xtra.co.nz jburke@xtra.co.nz izzy.ford.03@gmail.com denyslatham@paradise.net.nz
Western Ward Councillors Northern Ward Councillors

Councillor Ken Douglas Councillor ‘Ana Coffey Councillor Anita Baker Councillor Bronwyn Kropp Councillor Euon Murrell  Councillor Tim Sheppard
Phone 027 492 5651 (Deputy Mayor) Phone 027 434 8763 Phone 021 111 5191 Phone 027 445 8191 Phone 021 203 8999
marilyn.ken.nz@gmail.com  Phone 021 292 6648 anitabaker@xtra.co.nz bekropp@gmail.com euon.murrell@tommys  tmsheppard@gmail.com
anamcoffey@gmail.com mana.co.nz
2
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Message from the Mayor

This is Porirua’s 50th year as a city. In developing this
10 year plan, the Council considered our city’s past
and present, as we planned for the future. The
decisions we’ve made in the Long-term Plan 2015-25
take care of the here and now while keeping in mind
those who will inherit our city.

We don’t have money to throw around on flashy
projects. It's about getting the basics right. This
means balancing the budget, as well as investing in
critical infrastructure. Like households or businesses, we have to weigh
competing priorities with scarce resources. This Long-term Plan
represents our best effort to get the balance right. It reflects community
values and aspirations, while making a genuine difference in the way we
operate as a city.

Porirua is young, dynamic and open for business. With around 40 per cent
of our population aged under 25, we don’t face the looming labour
shortage of many parts of New Zealand.

But we also know that too many children and young people in our city
should be doing better. We have extremes of rich and poor, as well as
unacceptable disparities for Maori and Pasifika. We believe that the
whole city — including the Council — has a responsibility to help lift the
educational achievement of our young people, as well as tackle major
child health issues that have no place in the 21st century.

In our city’s 50th year, these persistent negative outcomes are

unacceptable to me. To get different results, we need to do things
differently. That’s why a significant change in our Long-term Plan 2015-25
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is to put children and young people at the centre of city decision making.
This is a stark departure from the thinking of many local authorities.

Placing children and young people at the heart of what we do won’t add
costs. We won’t be duplicating central government services but will use
the resources we currently apply to different areas of city operations and
focus them on improving opportunities for kids —and improving our
advocacy for them too. This plan represents real change — it’s not just a
retrofit designed to justify the status quo.

We are also confronting the city’s financial issues in this plan. We have
changed the way we’ve previously done thing so future generations are
not left with debt and deficits. Past councils have done a good job of
investing in the city’s growth, but in many cases they did so by increasing
spending — and increasing household rates — but without putting funds
aside to renew assets and infrastructure. This plan aims to end that cycle
of deferral and denial so that residents of tomorrow don’t bear the
consequences of expediency today. The buck has to stop here.

We have increased investment in underground infrastructure so that our
water and waste water reticulation delivers efficient and reliable services
for city residents. And we will spend $40 million connecting Waitangirua
and Whitby to the Transmission Gully Highway.

In this plan, you will see projects aimed at making Porirua an even better
place to live, work and raise a family. In particular, we hope to spark
development to open up opportunity for more affordable home
ownership for more people. We’ve included investment in our CBD that
will change the whole character of our city centre - to offer new kinds of
activities and open it up for people to live.
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Over time the Council wants to create the environment that will enable

us to:

Increase the ratio of ratepayers to residents. Currently, Porirua
has the lowest proportion of rateable properties per head of
population in the Wellington region;

Develop medium to high density housing that will be more
affordable, require fewer cars and increase patronage of public
transport;

Reduce pressure on the harbour and catchment by focussing
development on infill housing that doesn’t require major
earthworks;

Grow the population of the city to improve the range and number
of amenities here; and

Transform the Porirua city centre to enable inner city living for
1500 residents within a decade.

| am confident this plan will help fulfil our vision for a prosperous, healthy
and active Porirua, where more people have jobs, own their own homes
and raise happy families.

Nick Leggett
Mayor of Porirua City
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Message from the Chief Executive

The Long-term Plan 2015-25 has been
developed on the following important
principles:

- Prudent financial management;

- Increased investment in our infrastructure;
and

- Efficiency of our business.

Prudent financial management

We are facing a number of financial pressures
and this Long-term plan addresses a number of legacy challenges
regarding rating for depreciation and running deficit budgets. While our
financial position is basically sound (as evidenced by our Standard and
Poors’ AA rating), our current policies of not rating for all depreciation
and running cash deficits are not sustainable for the next 10 years.

We will balance our budget but we will do it in a way that safeguards our
core infrastructure and allows future generations some choices. Keeping
rate increases as low as possible remains a priority, but we cannot
continue to borrow to invest in our business.

With all of these factors in mind, we looked at four budget options to
determine the best one for residents and ratepayers. The chosen option
presented in the consultation document is to achieve a balanced budget
by 2021/22 which sees us live within our means, bring our debt down to a
manageable level, ensures we are not running the business with cash
deficits and also meets the requirements of the Local Government Act
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2002. We believe that this option moves us in a sustainable way forward
and also provides for rating for depreciation. Over the 10 years of the
long-term plan, our debt is forecast to peak at $126 million in 2021 (as we
complete the link roads to the Transmission Gully Highway), declining to
$96 million in 2024/25 as we balance the budget and rating for
depreciation takes effect.

Increased investment in our infrastructure

Porirua City Council has assets of over $1.2 billion. Over the 10 years of
the Long-term Plan we will invest $300 million on capital, 32% of which
will be on wastewater, stormwater and water supply areas, and 24% on
roading to improve resilience and reduce the risk of service failure to the
community.

This Long-term Plan will also see us complete our investment of $40
million in the link roads that will connect Porirua to the Transmission
Gully Highway. We will also invest $21 million in improvements to the city
centre, an area that is overdue for updating. We have provided to replace
the canopies but have deferred a final decision for a year.

Efficiency of our business

We ask residents every year how satisfied they are with the services we
offer and this year, satisfaction levels are up on the majority of services
and facilities the Council provides. We have looked at all our levels of
service and the costs of delivering them. In this Long-term Plan we are
not proposing to reduce levels of service as a means of lowering rates.
Instead, we have made savings and identified areas where we could
deliver the same service for less money.
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We are pooling resources with other Councils in the region creating
opportunities for greater efficiency and resilience through shared
services. Wellington Water was established in 2014 and is jointly owned
by the five Councils in the region: Porirua, Wellington, Hutt, Upper Hutt
and Greater Wellington Regional Council. We’re also part of a regional
initiative with Wellington City Council, Upper Hutt City Council and
Greater Wellington Regional Council for shared information and
communications technology infrastructure services.

Securing our future
We are also mindful of possible amalgamation changes to local
government in the Wellington region in the near to medium term. Our
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Long-term Plan has been prepared on the basis that we will continue as a
stand-alone Council for the first three years of this plan.

Over the next 10 years the Council will move to a position of sound
financial strength through prudent management of existing debt and by
ensuring the Council achieves a balanced budget by the year 2021/22.
Investment in core infrastructure will ensure our assets are safe and
deliver what they must do for our community.

Gary Simpson
Chief Executive
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Porirua Today

Porirua is a city of diversity with the third highest median household

income in New Zealand but also some low socioeconomic communities.
The population of approximately 52,000 residents is made up largely of
Pakeha (64%), followed by Pasifika (26%), Maori (20%) and Asian (6%)".

Porirua City is built in a fantastic natural environment beside the harbour,
sea and rolling hills. Its boundaries stretch from Pukerua Bay in the north
to Pauatahanui and Judgeford in the East and south as far as Tawa. In
area, 80% of Porirua is zoned rural.

However, Porirua’s urban areas continue to grow, largely with new
houses in the Aotea, Duck Creek and Silverwood subdivisions. Being just
20 minutes north of the Capital City, Porirua residents travel regularly to
Wellington, either to work or play, and as a result expect high levels of
services when at home. You could say Porirua is a small city with big city
expectations.

" Individuals identify to more than one ethnic group which is why the total is
more than 100 per cent.
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Our City Profile

This image shows a map of Porirua identifying the Northern, Western and
Eastern Wards and their suburbs.

PORIRUA’S WARDS AND SUBURBS
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Population trends for Porirua

The Council takes account of trends in population change as part of
planning for the future. These trends, based on the latest information
from Statistics New Zealand, help to calculate demand for council services
and estimated revenue levels in upcoming years.

The 2013 Census population of Porirua City was 51,717; representing 11%
of the population in the Wellington region (see table below). Porirua’s
population has been increasing at a gradual rate over the last 10 years,
slightly below the average regional and national growth rates. Growth
rates are expected to continue a similar trend for the next 10 years.

Table 1: Census 2013 usually resident population of Porirua City and other
cities and districts in the Wellington region.

City or District Total Population Percentage

Porirua City 51,714 11%

Kapiti Coast District 49,104 10%

Upper Hutt City 40,179 9%

Lower Hutt City 98,241 21%

Wellington City 190,959 41%

Masterton District 23,352 5%

Carterton District 8,235 2%

South Wairarapa District | 9,525 2%

Total 471,312 Percentages do not total
100 due to rounding

Note: Statistics New Zealand’s Census of Populations and Dwellings is usually conducted
5-yearly. The scheduled 2011 Census was delayed until 2013 as a result of the Canterbury
emergencies.
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Population by Ward?
Northern Ward: 20,628
Western Ward: 10,443
Eastern Ward: 20,643

Key Points for Porirua City's Social Profile

Porirua City has a high proportion of young people compared with other
territorial authorities in New Zealand. The 2013 Census showed Porirua
had 25% residents in the 0 to 14 year category, compared to an average
of 20% for New Zealand. Porirua also has a lower proportion of older
people compared with other territorial authorities. The Census 2013
showed Porirua had 10% residents in the 65 years and over category,
compared to an average of 14% for New Zealand.

The 2013 Census also showed that higher proportions of the Porirua
population are Maori (20%) and Pacific (26%) than the averages for New
Zealand (15% and 7% respectively). Lower proportions of the Porirua
population are European (64%) and Asian (6%) than the averages for New
Zealand (74% and 11% respectively).

For detailed population information go to the following websites:
* www.pcc.govt.nz/Publications/Porirua-Statistics

¢ www.stats.govt.nz

e profile.idnz.co.nz/porirua/home

? Statistics New Zealand’s Census of Populations and Dwellings was conducted on 5 March
2013. The Local Government Commission’s Determination of Porirua City Council’s
representation arrangements was made on 24 August 2012 for the local body elections
held on 12 October 2013, and the suburb of Ranui moved from the Western Ward to the
Eastern Ward.
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Strategic

The results we are seeking

Performance

Priorities

(community outcomes)

Indicators

Principles

Strategic Framework

Children and young people
at the centre of city decisions

Children and young people who will:

be high achievers in education in
Porirua at all levels

have stronger health outcomes
be engaged and active in leading
city decisions

be informed and responsive

be strongly connected to their
culture, families and community.
The Council will support these

outcomes through investment in sound
infrastructure for future generations.

Porirua — a great place to live, work and raise a family

A healthy and protected
harbour and catchment

A harbour that is the centre-

piece of the community culturally,
recreationally and environmentally,
and is:

® aclean and natural habitat

¢ asafe and beautiful recreational
environment

supported by a robust ecological
restoration programme
treasured by the community,
businesses and visitors
supported by infrastructure that

minimises adverse impacts to the
harbour and catchment.

A growing, prosperous and
regionally connected city

A growing city at the centre of
the Wellington region that:

promotes and supports
economic growth

leads regional thinking and
connectedness

is open for business
is digitally connected

provides critical infrastructure to
support economic development.

A great village and
city experience

A city that provides a wide range
of recreational, social and cultural
opportunities for all ages through:

e services that are prompt, efficient
and respond to community interests

activities that bring the community
and businesses together to
celebrate the city’s diversity

residents having a say on the look
and feel of their village

sound and resilient infrastructure
that supports the city’s aspirations.

satisfaction with living in Porirua

* Monitor the wellbeing of children
and young people in the areas of
education, health, employment,
engagement and recreation.

e Increase children and young peoples’

® Reduce sedimentation rate as
measured by bathymetric survey
every 5 years

e Improve cockle numbers in the
Pauatahanui Inlet.

* Improve rate of growth of
Porirua Gross Domestic Product

e Improve rate of growth of
Porirua employment.

* Maintain community satisfaction with
levels of service across all groups of
activities provided by the Council

* Maintain stakeholder satisfaction
with the village programme.

<

Affordability

For residents, ratepayers and the Council

Partnerships
With Ngati Toa Rangatira, the community,
businesses, schools and individuals

Sustainability and equity
Ensuring a sustainable city future

Creativity and innovation
in all that we do
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Our Strategic Priorities for the next 10 years

Porirua is already a great place to live, work and raise a family but we
need to look to the future.

We need our city to thrive. We have identified four priorities that we
think are key foundations for the city to succeed. This section explains
what our priorities involve us doing over the next 10 years to make
Porirua an even better place to live, work and raise a family.

Priority: Children and Young People at the centre of our city
decisions

The Council has developed a new strategic priority to make clear our
commitment to the children and young people of our city. We have a
diverse and youthful population with a quarter of our population under
the age of 15. We need our young people to be equipped for the future.
This means ensuring they are well educated, healthy, engaged in
decisions affecting their future and are connected to their families,
culture and community. We want to give our younger residents a greater
say about what kind of city and community they want to live in.

How are we doing?

Porirua's young and ethnically diverse population faces a number of long-
standing social challenges. For example, when compared to national
averages some of our children are falling behind in areas such as
education and health. We have the highest rates of rheumatic fever
associated with overcrowded and/or poor housing. Some parents choose
to school their children outside the district rather than locally.

10
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We need to ensure that all residents can participate fully in our local
community and are informed and engaged in decisions affecting their
future. This isn’t a youth deficit issue. It’s about all kids in Porirua being
invested in today.

How will we do this over the next 10 years?

The Council delivers some services directly to children and young people
— libraries, pools and recreation facilities are examples of this. Other
Council services are provided for all residents; our water infrastructure,
roads and parks are critical for the smooth running of our city. Investing
in these services now ensures we have a safe and resilient city for future
generations.

There will not be significant change to these services, but in the future we
will be specifically seeking children and young people’s views about their
city and about us as a Council. We will do this through surveys and social
media. We will use the feedback to make improvements to the way we
deliver services to children and young people.

Many other parts of the community contribute to children and young
people as they grow up. Families, schools, iwi, community organisations,
businesses and government agencies all play their part. We will work in
partnership with others to identify how well our children and young
people are doing and the issues affecting them in Porirua. The Council
will put together an annual status report on child and youth wellbeing
using the latest data from different sources. This will enable us to
respond to specific issues with our partners and provide a report on
progress. For example, the Council is looking to work with schools, the
Ministry of Education, parents, iwi and community organisations such as
SHINE to find ways to improve education outcomes for our young people.
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Priority: A healthy and protected harbour and catchment - Te
Awarua-0-Porirua

Our harbour, Te Awarua-o-Porirua, is the centre-piece of our city. For
Ngati Toa Rangatira, the harbour, along with the lands and rivers within
their rohe, are taonga. Their history and relationship with these
resources are the foundation of their identity, cultural integrity, wairua,
tikanga and kawa.

Traditionally Te Awarua-o-Porirua was also an important food source but,
over time, the harbour and waterways have been adversely affected by
reclamation, pollution and excessive sediment. Since 2006 we have
prioritised harbour restoration work and improvement of the land and
water environment. The health of the harbour and catchment is critical
to the health and wellbeing of the Porirua community. We all rely on the
harbour recreationally and environmentally.

How are we doing?

While harbour restoration is a long-term project, we have seen the first
small indications that the health of Te Awarua-o-Porirua is improving.
Cockle surveys carried out regularly over the last 20 years by the
Guardians of Pauatahanui Inlet have indicated an improvement in cockle
numbers. A recent survey of the harbour suggests that sedimentation
rates have reduced over the past five years. In addition, improved litter
management has resulted in less rubbish in the harbour. Ngati Toa
Rangatira have completed the first fish survey of the harbour, while
Greater Wellington Regional Council has established a monitoring
network around the harbour. These monitoring activities will be critical in
establishing whether our remedial actions are improving the health of the
harbour.

Document Number: 1116420

The three-yearly review of the original Porirua Harbour and Catchment
Strategy and Action Plan 2012, has recently been completed. Goals,
programmes and actions have been updated. The four foundation
partners — Porirua City Council, Ngati Toa Rangatira, Greater Wellington
Regional Council and Wellington City Council have a renewed
commitment to the programme. We work in partnership with these and
other key organisations on actions agreed in Te Awarua-o-Porirua
Harbour and Catchment Strategy and Action Plan 2015.

How will we do this over the next 10 years?

We have a Te Awarua-o-Porirua Harbour and Catchment Joint Committee
comprising Porirua City Council, Ngati Toa Rangatira, Wellington City
Council and Greater Wellington Regional Council. The joint committee
provides leadership and is supported by the Whaitua process being
implemented by Greater Wellington Regional Council to provide a strong
scientific basis for our future work. The integrity of our infrastructure is
vital in keeping the harbour clean.

We will continue to monitor the key results from surveys about the health
of the harbour and catchment and reassess our priorities and direction
based on these findings.

New Initiatives
e Undertake a significant renewal to the sewer and upgrade to the
stormwater networks;
e Implement a catchment-wide sediment reduction plan;
e Implement an ecological enhancement plan for the Porirua
Stream mouth; and
e Increase promotion of opportunities for public assistance.
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Priority: A growing, prosperous and regionally connected city
We are a growing city at the heart of the Wellington region. Our central
location brings regional and national advantages — this will be particularly
true once the Transmission Gully Highway is built. Encouraging economic
growth is particularly important. At the moment we average about one
per cent growth each year. If we can improve this rate of growth we will
have a more vital and attractive city. We will also have more people to
support investment in our city and share the cost of its running.

How are we doing?

Porirua is reaping the benefits of an overall improvement in the New
Zealand economy. On most indicators we’re doing well —the total value
of goods and services produced in the city continues to grow (up 1.2 per
cent from a year ago), residential consents continue to improve, guest
nights are increasing and retail spending has increased 2.3 per cent in
comparison to the same period last year. However, non-residential
consents are low and house prices have reduced (down 1.5 per cent
compared to a national increase of 6.4 per cent). Our median household
income is the third highest in New Zealand. However, while the overall
picture is optimistic, it masks some significant disparities. We need to
focus on providing a sustainable environment for all people living in
Porirua to have the opportunity to succeed. Our central city area is
struggling and we need to look at ways to improve the heart of our city.

How will we do this over the next 10 years?

Our main focus will be to invest in our infrastructure. Over the next six
years we will complete the link roads connecting Transmission Gully
Highway to the city, costing a total of $40 million. We’ll also continue to
invest in our core infrastructure such as water, wastewater and
stormwater to ensure our services are reliable and safe. This benefits the
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wider community and is good for business. We will also undertake
improvements to our city centre. It is the part of the city most often
criticised in our annual surveys, receiving only 46 per cent satisfaction by
residents in the 2015 survey. We will also continue to monitor the
indicators of economic growth in the city to enable us to direct resources
to the areas of most need.

The Long-term Plan 2015-25 will see the Council:
e Invest $21 million in public improvements in the central city and
surrounding area;
e Promote commercial and residential development in the city
centre through incentives and working with others;
e Introduce free public Wi-Fi in the city centre; and
e Attract new businesses to Porirua.

New Initiatives

¢ Infrastructure investment - We have assets of over $1.2 billion, $970
million of which is infrastructure. Over the next 10 years we will
invest $156 million to reduce risk of failure in our infrastructure
assets as set out in the table on page 13. This capital investment will
be funded by debt and by rating for depreciation.
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Infrastructure investment to reduce risk of service failure

AMP

Storm water

Wastewater
incl WWTP

Water Supply

Roading

Property

Leisure

Total

Definition of risk®

Existing Risk Profile Planned Risk Profile

Medium Low/Medium
High Medium/High

Medium Medium
High Medium
High Low

Low/High Medium

Historic
Expected Spend

$7.0m

$48.4m

$21.1m

$18.7m

$6.8m

$13.8m

$115.8m

Significant failure of an asset resulting in loss of level of service is:

High up to 50% chance of occurring in next 12 months

Medium  up to 30% chance of occurring in next 12 months

Low up to 5% chance of occurring in next 12 months

3 Based on SNZ HB 4360:2000 Risk Management for Local Government
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Extra $ over 10 years

+$0.1m

+14.5m

+ $3.1m

+512.8m

+$3.9m

+$6.2m

$40.6m

Expected Total Spend

S7.1m

$62.9m

$24.2m

$31.5m

$10.7m

$20.0m

$156.4m
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New Initiatives continued...

City Centre - Our city centre is not thriving. We have a number of
vacant shops and Cobham Court is looking tired and is overdue for
updating. We will be spending $21 million over the next 10 years on
improvements to the city centre. Of the $21 million, $12 million will
be spent over the next three years on remodelling the public space in
a number of ways, for example shifting the public toilets from
Lyttelton Ave to Cobham Court and making the area more pedestrian
friendly.

The Council is still considering replacement options for the

canopies. The old canopies had to be removed for safety

reasons. They were in place for nearly 20 years — longer than had
been estimated. We have allowed $4 million over the next two years,
as this is the estimated cost of full replacement.

We will encourage residential development in the city centre and
close-by areas. Our recently amended Development Contributions
Policy assists with this.

Whitford Brown Intersections Improvements Project - We're
committing $3 million for improvements to the intersections along
Whitford Brown Avenue at The Fjord, Papakowhai Road, Okowai
Road, a mid-block pedestrian crossing (between Okowai and
Papakowhai Road), and Routeburn Avenue. The traffic volumes at
these intersections are increasing as the city grows. This upgrade will
be necessary to reduce travel time and the frequency of accidents.

The Whitford Brown intersections are a high priority because they are
a key east-west connector across the city. These upgrades will also
improve pedestrian access across Whitford Brown Avenue which is
particularly important for children and young people attending
Papakowhai Primary School and Aotea College.
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Priority: A great village and city experience

We are a city with a diverse range of villages, many great opportunities
and a beautiful physical environment. We will play our part in shaping
the future by providing efficient, accessible services. So whether you are
setting up a business, choosing a library book or renovating your house,
your business with us will be friendly, quick and affordable. When you
turn on the tap, fresh clean water will flow. When you have a problem
with our services you know where to turn.

Ensuring that we have reliable infrastructure is an important part of what
we do, so is allowing our communities to have a say on the physical
improvements in their villages and local public spaces.

How are we doing?

We run annual surveys to see how satisfied people are with our services.
Many of our services are highly regarded. Libraries, water supply,
sportsfields and parks and reserves all receive over 90 per cent
satisfaction ratings. However, people don’t think we do so well in the
inner city — especially the Cobham Court area, our maintenance of
footpaths, our stormwater system and our role in creating the right
business conditions. The harbour, beaches and streams also receive
some criticism.

How will we do this over the next 10 years?
Our focus is on getting these things right. We will:
e Continually improve our policies and customer service practices
so that businesses have confidence in doing business with us;
e Survey our residents and key stakeholders to enable continuous
improvements to our services;
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e Take care of the basics including footpaths, roads and our
stormwater system;

e Improve our engagement with the people in our city — making our
decisions clearer;

e Develop our villages and provide a modest investment toward
local public improvements; and

e Develop a performing arts centre in partnership with others.

New Initiatives

e Performing Arts Centre - We support having a performing arts
centre in Porirua - a multi-purpose venue where our multicultural
community can showcase its talent. We have been approached
by Aotea College to partner with it in a new auditorium that
would serve the school as well as the wider community. The new
auditorium is part of a wider master plan for the College. If
agreed, construction is likely to be two to three years away. We
have allocated $1 million in 2018/19 as a grant towards a
performing arts centre. However, the Council reserves the right to
reallocate the funding to another option should agreement with
Aotea College regarding satisfactory community use not be
achieved, or the project is unduly delayed. The provision of this
grant would have had a 2% rate increase impact in the 2018/19
year. The grant has been ‘spread’ over a two year period to
smooth the impact on rates. This can be reviewed for the
2018/19 Long-term Plan.

e Outdoor wet playground facility — We have made provision in
the Long-term Plan for a $500,000 capex for an outdoor wet
playground facility in year 1 of the Long-term Plan 2015-25. We
will consult on options and potential sites with the community.
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Our priorities are about what we do but the way we do business is also
important. The following principles underpin everything we do:

Affordability — we’re a small city with big city aspirations. We need to
invest carefully and be prudent — the financial burden falls on relatively
few people compared to other cities.

Sustainability — not investing is not an option. We have important
network infrastructure to maintain and a young and vibrant population to
serve. We need to spend money to make Porirua the city we want.

Partnerships — working with others is a smart way to get the best value
for money. It recognises that many things are the responsibility of other
sectors or organisations. It means working with Ngati Toa Rangatira on
our shared vision for Porirua, with schools to get shared facilities, with
businesses to improve our city centre and with our communities to
improve our local environment.

Creativity and Innovation — being small brings its advantages. We are
nimble and creative and can often punch above our weight because we
can problem solve and generate innovative solutions from our own small,
well-connected community.
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Maori contribution to Council decision-making

The Council has an established relationship with Ngati Toa Rangatira
(tangata whenua of Porirua) both at a governance and management level.
The Council and Te Riinanga o Toa Rangatira (the Runanga or business
arm of Ngati Toa) have a Charter of Understanding which sets out the
principles of the relationship between the two organisations and the
mechanisms by which the relationship will be supported.

The Council and Rinanga officers liaise regularly on a wide range of
strategic and local issues. Te Rlinanga o Toa Rangatira also provides the
Council's cultural support. Mr Taku Parai of Ngati Toa Rangatira is the
Council’s kaumatua and is able to attend council meetings.

We also demonstrate our commitment to this ongoing relationship with a
new council activity ‘Partnership with Maori’ and a performance measure
that the Council meet with Ngati Toa Rangatira on a regular basis to
discuss matters of mutual interest.
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Rates Information

Rates are a property tax to fund local government activities. The amount of rates charged varies between properties because of differences in capital
values, and differences in services provided for residential, rural and commercial properties. Property valuation changes, which the Council has no control
over, will also affect the rates paid. Prospective financial statements for the 10 year period of the Long-term Plan 2015-25 that detail the rate funding
requirements can be found in Section 4: Funding our work.

Rating base information
The projected number of rating units within Porirua City at the beginning of each financial year of the Long-term Plan 2015-25 are as follows:

Year 2014/15 | 2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20 | 2020/21 | 2021/22 | 2022/23 | 2023/24 | 2024/25
Number of 18,096 | 18,277 18,460 18,644 | 18,831 19,019 19,209 19,401 19,595 19,791 19,989
rating units

What will our rates look like?

We have a high dependence on rates as our income source. Unlike many metropolitan councils we do not have significant assets such as airports or ports,
to provide alternative sources of income to offset the amount of rates we need to collect. Rates account for 74 per cent of our cash income compared to
the national average of around 54 per cent®. To make up this difference, we have to rate $13 million more by rates than the average New Zealand council —
simply because we are a young city with few income generating businesses in our ownership.

We also have fewer ratepayers than might be expected for our population. We provide the same levels of service and perform the same functions as other

Councils like Kapiti Coast District Council for example, that has a similar population of 50,000, but is able to raise rates from 24,000 properties. Porirua, with
a population of 52,000, has only 18,000 properties to raise rates from. Essentially we have more people in each household and fewer householders. Fewer

ratepayers mean we have to collect more rates from each property.

As we start to rate for depreciation and move towards a balanced budget, we need to have higher rates than we would like. For the average ratepayer with
a property value of $381,000, their rate increase will be 4.8% or $124 per annum which is a $2.38 per week increase.

* Local Government Funding Review: A Discussion Paper, February 2015, p.20.
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Rates increase over 10 years of the Long-term Plan 2015-25

The average ratepayer will see a 4.8% increase in property rates in 2015/16 based on the final budget in this Long-term Plan. The annual increases in the
average property rate-funding required across the ten years of the Long-term Plan 2015-25 are shown below. These figures take into account additional
income from new properties in the city each year, which expands the rating base. This means the cost of Council services is spread over a greater number of
properties. Property growth is assumed to be 1% each of the Long-term Plan 2015-25.

2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
Year Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Rates Income ($ million)" 54.0 57.3 60.8 64.8 69.1 74.4 79.4 83.5 86.4 89.0
Increase from previous year 5.80% 6.03% 6.03% 6.65% 6.60% 7.72% 6.70% 5.20% 3.42% 3.00%
Average effect on ratepayers’ 4.80% 5.03% 5.03% 5.65%| 5.60% 6.72% 5.70% 4.20% 2.42% 2.00%
1 These figures include inflation, but exclude GST
2 These figures take into account additional income from new properties in the City each year. Property growth is assumed to be 1% each year of the LTP.

Rates charged by Greater Wellington Regional Council
The property rates figures in this Long-term Plan exclude the rates assessed by the Greater Wellington Regional Council, which also appear on your rates
bill. See http://www.gw.govt.nz for information on Greater Wellington Regional Council’s rates for 2015-25.
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Property rates for 2015/16 (Year 1)

The tables below show the rates that property owners will pay for the 2015/16 year:

Residential Properties - rate increase for 2015/16

2014/15 Annual Annual increase %

Property Value ($) rates ($) 2015/16 Annual rates ($) from 2014/15 ($) increase Total Rates per week
$150,000 $1,682 $1,748 $66 3.9% $34
$250,000 $2,059 $2,149 $91 4.4% $41
$350,000 $2,436 $2,551 $116 4.7% $49
$450,000 $2,813 $2,953 $140 5.0% $57
$550,000 $3,190 $3,355 $165 5.2% $65
$750,000 $3,944 $4,159 $215 5.4% $80

$1,000,000 $4,886 $5,163 $277 5.7% $99

1 Figures inclusive of general and targeted rates
2 Figures exclude rates assessed by Greater Wellington Regional Council (go to www.gw.govt.nz) for information on Greater Wellington's proposed rates for 2015/16)

Rural Properties - rate increase for 2015/16

Property Value ($) zou::ti :\insr)ma] 2015/16 Annual rates ($) ‘:‘;’:igﬁ:??; inczase Total Rates per week
$250,000 $1,060 $1,123 $63 5.9% $22
$350,000 $1,324 $1,404 $80 6.1% $27
$450,000 $1,588 $1,685 $98 6.2% $32
$550,000 $1,852 $1,967 $115 6.2% $38
$750,000 $2,379 $2,529 $150 6.3% $49

$1,000,000 $3,039 $3,232 $193 6.4% $62

1 Figures include Uniform Annual General Charge but exclude targeted rates such as Water, Sewerage and the Pauatahanui Sewerage scheme

2 Figures exclude rates assessed by Greater Wellington Regional Council (go to www.gw.govt.nz) for information on Greater Wellington's proposed rates for 2015/16)

19
Document Number: 1116420 All print copies are uncontrolled



Business Properties - rate increase for 2015/16

Property Value ($) 2011’;15(3 :\?s'r)lual 2015/16 Annual rates ($) ':g:::i‘c::r/:;a(?; inczase Total Rates per week
$250,000 $4,397 $4,638 $241 5.5% $89
$350,000 $5,716 $6,043 $327 5.7% $116
$450,000 $7,035 $7,449 $414 5.9% $143
$550,000 $8,354 $8,855 $501 6.0% $170
$750,000 $10,993 $11,666 $673 6.1% $224

$1,000,000 $14,290 $15,180 $890 6.2% $292

1 Figures inclusive of Uniform Annual General Charge, general and targeted rates but exclude kerbside recycling and Pauatahanui Sewerage targeted rate

2 Figures exclude rates assessed by Greater Wellington Regional Council (go to www.gw.govt.nz) for information on Greater Wellington's proposed rates for 2015/16)

3 Business Group 13 consists of 766 business properties. Of the 766 business properties 56 are also charged City Centre Development rate and the City Centre Covered
Walkways rate. In 2015/16 there will be no City Centre Covered Walkways rate because the original loan for the Canopies will be fully repaid. As a result the 56 business
properties will have a reduction in their 2015/16 year rates as there will be no City Centre Covered Walkways rate in the 2015/16 year.

Motel Properties - rate increase for 2015/16

Property Value ($) 2011’;15(3 ;t\zlsr)lual 2015/16 Annual rates ($) ?;?2211‘;?(3 inc;}:ase Total Rates per week
$250,000 $2,373 $2,495 $123 5.2% $48
$350,000 $3,022 $3,186 $164 5.4% $61
$450,000 $3,672 $3,877 $205 5.6% $75
$550,000 $4,322 $4,568 $246 5.7% $88
$750,000 $5,622 $5,949 $328 5.8% $114

$1,000,000 $7,246 $7,676 $430 5.9% $148

1 Figures inclusive of Uniform Annual General Charge, general and targeted rates but exclude kerbside recycling targeted rate

2 Figures exclude rates assessed by Greater Wellington Regional Council (go to www.gw.govt.nz) for information on Greater Wellington's proposed rates for 2015/16)

* The examples above only show one wastewater charge whereas motels have a number of wastewater charges depending on their number of units.
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Shopping Plaza Properties - rate increase for 2015/16

Property Value ($) 2011';% SA?s'r)mal 2015/16 Annual rates ($) ':._‘g::iu:ﬂ:aig inc:ase Total Rates per week
$250,000 $3,725 $3,922 $197 5.3% $75
$350,000 $4,776 $5,043 $268 5.6% $97
$450,000 $5,826 $6,164 $338 5.8% $119
$550,000 $6,876 $7,285 $409 5.9% $140
$750,000 $8,977 $9,527 $550 6.1% $183

$1,000,000 $11,603 $12,330 $727 6.3% $237

1 Figures inclusive of Uniform Annual General Charge, general and targeted rates but exclude kerbside recycling targeted rate

2 Figures exclude rates assessed by Greater Wellington Regional Council (go to www.gw.govt.nz) for information on Greater Wellington's proposed rates for 2015/16)
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How rates will be spentin 2015/16

The pie chart below shows the portion of rate-funding that goes towards each of the Council’s groups of activities in 2015/16:

How Rates will be spent Long Term Plan 2015/16

City Landscape
8%

Community & Leisure

27%
Solid Communit
Waste y Rec
Pgms

4% .
Cemeteries

0%

0%
Stormwater
5%

Democratic Process
8%
Community Partnerships
4%
Economic Development
5%

Environmental &
Regulatory
7%

Emergency Management
1%
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Where operating funding will come from 2015/16

The pie chart below shoes that the Council has some other sources of income in addition to property rates. Non-cash items such as vested assets and asset
valuations have been excluded.

Where Funding will come from
LTP 2015/16

User Charges
20%

Grants & Subsidies
7%

Investment Income

1%
Rates Income
Development 72%
Contributions

0%
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Report from the Auditors

Chartered Accountants

EY

Building a better
working world

To the reader:
Independent auditor’s report on Porirua City Council’s 2015/25 Long-Term Plan

| am the Auditor-General’s appointed auditor for Porirua City Council (the Council). Section 94 of the
Local Government Act 2002 (the Act) requires an audit report on the Council’s long term plan (the
plan). I have carried out this audit using the staff and resources of Ernst & Young. We completed the
audit on 30 June 2015.

Opinion

In my opinion:

. the plan provides a reasonable basis for:
e long-term, integrated decision-making and coordination of the Council’s resources; and
e accountability of the Council to the community;

. the information and assumptions underlying the forecast information in the plan are
reasonable; and

. the disclosures on pages 30 to 41 represent a complete list of the disclosures required by Part
2 of the Local Government (Financial Reporting and Prudence) Regulations 2014 and
accurately reflect the information drawn from City Council’s audited information.

This opinion does not provide assurance that the forecasts in the plan will be achieved, because

events do not always occur as expected and variations may be material. Nor does it guarantee

complete accuracy of the information in the plan.

Basis of Opinion

We carried out our work in accordance with the Auditor-General’s Auditing Standards, relevant
international standards and the ethical requirements in those standards.

We assessed the evidence the Council has to support the information and disclosures in the plan and
the application of its policies and strategies to the forecast information in the plan. To select
appropriate audit procedures, we assessed the risk of material misstatement and the Council’s
systems and processes applying to the preparation of the plan.

Our audit procedures included assessing whether:

. the Council’s financial strategy, and the associated financial policies, support prudent financial
management by the Council;

. the Council’s infrastructure strategy identifies the significant infrastructure issues that the
Council is likely to face over the next 30 years;

. the information in the plan is based on materially complete and reliable asset and activity
information;

. the Council’s key plans and policies have been consistently applied in the development of the
forecast information;
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EY Chartered Accountants

Building a better
working world

. the assumptions set out within the plan are based on the best information currently available
to the Council and provide a reasonable and supportable basis for the preparation of the
forecast information;

. the forecast financial information has been properly prepared on the basis of the underlying
information and the assumptions adopted and complies with generally accepted accounting
practice in New Zealand;

. the rationale for the Council’s activities is clearly presented and agreed levels of service are
reflected throughout the plan;

. the levels of service and performance measures are reasonable estimates and reflect the main
aspects of the Council’s intended service delivery and performance; and

. the relationship between the levels of service, performance measures and forecast financial
information has been adequately explained within the plan.

We did not evaluate the security and controls over the electronic publication of the plan.
Responsibilities of the Council and auditor
The Council is responsible for:

. meeting all legal requirements affecting its procedures, decisions, consultation, disclosures
and other actions relating to the preparation of the plan;

. presenting forecast financial information in accordance with generally accepted accounting
practice in New Zealand; and

. having systems and processes in place to enable the preparation of a plan that is free from
material misstatement.

I am responsible for expressing an independent opinion on aspects of the plan, as required by
sections 94 and 259C of the Act. | do not express an opinion on the merits of the plan’s policy
content.

Independence

We have followed the independence requirements of the Auditor-General, which incorporate those
of the External Reporting Board. Other than our work in carrying out all legally required external
audits, we have no relationship with or interests in the Council or any of its subsidiaries.

7?%

Stuart Mutch

Ernst & Young

On behalf of the Auditor-General
Wellington, New Zealand
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Section 2: Financial Strategy
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Executive Summary

This new Long Term Financial Strategy has been developed to ensure that
over the next ten years Porirua City Council will move to a position of
sound financial strength. 2025 will see the Council with sound
infrastructure (having over the ten years of the plan invested significantly
in core infrastructure such as roading and the 3 waters; water supply,
stormwater and wastewater), a debt level that is well within its policy
levels and rate increases down below three percent for the average
ratepayer. It will also have been able to enact fiscal policies that address
a number of legacy challenges with regards to rating for depreciation and
running deficit budgets.

Over the past 15 years the Council has invested $176 million on key
capital infrastructure. This has not only been on traditional infrastructure
such as roads and water but also on significant leisure assets such as
Pataka, Te Rauparaha Arena, and parks and recreation infrastructure.
This development has occurred as the city has grown and reflects the
growing demands from residents for facilities one would expect in a
community of our size.

As the Council’s information improved on the quality of the assets
condition it became apparent that more needed to be spent (and more
quickly) than originally planned. This saw the Council spend $79 million
more over the last 10 years than the original long-term plans had allowed
for. At the same time because the Council had not anticipated the higher
capital spend requirement, the Council determined that it did not need to
rate for depreciation to fund the capital programme. In the 2009/19 LTP
the Council started to rate for depreciation for the 3 waters assets, but in
hindsight a more extensive and significant policy change including
depreciation for a wider asset group would have been more appropriate.
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The Council primarily used debt to fund the capital programme and over
the past six years, in particular, has run cash operating deficits rather than
increase rates to meet any shortfall. These two factors have been the
major drivers in determining Councils current financial position.

The Council are also forecasting to continue to invest in capital
infrastructure over the life of the plan and this year, 2015, sees our city
celebrate its 50th anniversary. It should not therefore be a surprise that
significant investment in aging infrastructure is and has been required.

Our financial position is basically sound and while we have a strong
balance sheet — as supported by our Standard and Poor’s A+ credit rating
- our current policies of not rating for all depreciation and running cash
deficits are not sustainable for the next 10 years.

The Council’s strategy is to steer a prudent course of action that ensures:
e A prudent budget keeping debt levels manageable;

e  Prioritising infrastructure investment;

e Ensuring intergenerational equity.

Over the 10 years of the plan the Council is proposing to spend $300

million on capital, 32% of which will be in the wastewater, stormwater

and water supply areas, and 24% on roading. The other main area of

spending is in the city centre where we propose to spend $21 million.

Significant capital projects include:

e 541 million on increasing the capacity of our Wastewater Treatment

Plant to handle the projected growth over the next 25 years. (The
plant is 25 years old and nearing its current capacity);
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e 533 million on improving the condition of our roads — currently 8 per
cent of our 247 km of roading are classified below “fair’. This will
drop to 4 per cent by 2025;

e 531 million on the link roads to Transmission Gully Highway;

e 521 million City Centre revitalisation, including surrounding areas;

e 59 million on new reservoirs and refurbishment of existing
reservoirs; and

e S1 million on Pataka, which is 15 years old, and the Arena, which is
six years old.

These major projects reflect the Council’s desire to continue to invest in
core infrastructure and lower the risk profile associated with these assets.
This significant capital investment will be funded by debt and the
commencement of rating for depreciation.

Over the 10 years of the plan, debt is forecast to peak at $126 million in
2021 (at the completion of the link roads to Transmission Gully Highway),
declining to $96 million in 2024/25 as the policies of a balanced budget
and rating for depreciation take effect.

Rating levels for the first six years of the plan are at higher levels than has
been the case for a number of years, but are reflective of the increased
capital spend and the progressive increase in rating for depreciation along
with the need to start to move toward achieving a balanced budget (i.e.
living within our means). 2021/22 signals achievement of balanced
budgets and also the drop in rating levels to the Local Government Cost
Index or lower. It is also over this period that the possibility exists to
increase investment beyond what is planned as the fiscal strength will be
there to enable this approach in an affordable manner.
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Introduction

Over the past three years, the economy has been relatively steady, albeit
with less activity than prior to the global crisis. Economic growth has been
around 1% per annum and is likely to continue at this level over the next
few years. The start of Transmission Gully Highway in 2015 - and our two
local link roads are due to be completed in 2020 when Transmission Gully
Highway will open —is likely to drive an increase in economic activity as
Porirua takes advantage of the opportunity. We anticipate that after
2020, an increase in residential activity is likely and this, coupled with the
ultimate opening up of the Northern Growth Area, will sustain the 1%
growth that we have been experiencing.

The preparation of this 10-year financial strategy has, for the Council,
highlighted the fiscal challenges facing the city, as we address growing
demands for increased capital expenditure in core infrastructure assets
such as the roading network, the stormwater, wastewater and water
supply networks and the property portfolio.

Rating levels relate to the levels of service that a council provides. In
Porirua's case our rating levels result in a higher level of service, for
example in the arts and recreation areas, than other similar local
authorities. However, when many of the Council’s financial ratios such as
debt and operational expenditure per capita are compared with other
councils, its performance indicates fiscal restraint.

The significant challenge for the Council is that we have a population base
of 50,000 but only 18,000 rateable properties to spread our costs over. By
comparison our northern neighbours (Kapiti) hold 24,527 rateable
entities with a similar population base. Yet, our ability to meet service
levels has not been compromised, with the latest resident survey
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demonstrating that 82% of residents were either very satisfied or satisfied
with the services provided.

A major financial issue for the Council is its very high dependence on
rates as its principal source of revenue. Last financial year, for example,
74% of the Council's cash revenue comes from rates compared with the
national average of approximately 54%. As a young city, Porirua does not
have legacy investments such as investment proceeds from the sale of
public utilities or large land and property endowments which other long-
established cities use to offset the reliance on rates.

This high dependency on rates means that the Council has very few
options available to absorb cost increases; it either has to increase rates
or lower the levels of service.

The previous long-term plan had forecast increases in non-rate revenue,
which saw the dependence on rates reduced. Unfortunately, the Council
was not able to achieve the increases assumed, conversely we saw
revenue from fees and charges decline in a number of areas. Some of this
was a result of lower levels of economic activity (landfill quantities
actually declined) and increased competition.

It is not expected that the non-rate revenue trend will change, putting
more pressure on rate income as our major income source.

It is against this backdrop that the Council is steering a prudent course of
action and adhering to the following principles:

e A prudent budget that keeps debt levels manageable, invests in
future assets, provides a return in terms of public use of investment
and supports intergenerational equity;
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e Prioritising infrastructural investment expenditure made by the
Council to ensure assets are maintained and significant programmes
of work are completed; and

e The Council takes the view that rates are an investment in the city
and require a prudent and responsible approach to how they are
spent.

Budget Priorities
Balancing the Budget

The Local Government Act (2002) requires the Council to budget each
year for operating revenue at a level sufficient to meeting the operating
expenses budgeted for that year. This is known as the "balanced budget"
requirement.

The legislation also allows the Council to budget for a deficit, if it resolves
that it is financially prudent to do so.

In assessing a financially prudent decision consideration is to be given to:

e The estimated expenses of achieving and maintaining the predicted
levels of service provision set out in the long-term plan, including the
estimated expenses associated with maintaining the service capacity
and integrity of assets throughout their useful life;

e The projected revenue available to fund the estimated expenses
associated with maintaining the service capacity and integrity of
assets throughout their useful life;
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e The equitable allocation of responsibility for funding the provision The Council has defined its balanced budget target as the Local
and maintenance of assets and facilities throughout their useful life; Government (Financial Reporting and Prudence) Regulations 2014
and definition modified to exclude the NZ Transport Agency’s capital subsidies

from the calculation of revenue.
e The funding and financial policies adopted under section 102.

For a number of years, the Council has been running deficits (refer to the

In 2014, Government introduced a number of amendments to the Local graph below):
Government Act including the Local Government 2014 Financial . bccE

. K X i i X 000 alanced Budget
Regulations, which established eight benchmarks against which all 25000

councils must report.

20,000

One of these benchmarks is the balanced budget, defined as “Council 18000

Revenue — excluding development contributions, vested assets, gains on “our past performance”

derivatives and revaluations of PPE as a proportion of operating expenses o

— excluding losses on derivatives and revaluations”. 5000

This definition includes NZ Transport Agency capital subsidies as revenue " | smcsn somnse 1519 1m0 300 2103 200 200005105 2006107 2007108 00809 209010 20N0/EL 0112 201213 20110
and assumes councils fully rate for depreciation. However, Porirua City 15000

Council does not fully rate for depreciation. It is acknowledged that the
Council runs deficits from a balanced budget perspective because it does
not fully rate fund depreciation. The following fiscal levers will be used to f1s000
move progressively towards achieving a balanced budget within the life of

this long-term plan:

{10,000}

Rates setting

Fees and charges

Rating for depreciation

Development and financial contributions
Efficiencies

D oo T oo

Debt repayment
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http://www.legislation.govt.nz/act/public/2002/0084/latest/link.aspx?id=DLM172359#DLM172359

Moving forward and long term this is neither a sustainable position nor
financially prudent. In the 2006/16 LTP, the Council considered that the
deficits were manageable given the capital programme at the time. Our
actual capital spend over the past 10 years was $79 million more than
originally planned. This was due to the Council responding to increased
capital spending requirements for core infrastructure assets, as definitive
information concerning their condition became available. Debt was
primarily used to fund the additional requirements.

The following graphs set out how this plan delivers against both the Local
Government Act (LGA) balanced budget benchmark and the PCC defined
balanced budget:

LGA Balanced Budget Benchmark

115.0%

110.0% 109.6%

105.0%

Benchmark
103.2% 102.7% 103.0% 103.0% 103.1% l et

101.6%
100.7% I:I Benchmark
100.0%
100.0% not met
98.3%
96.5%
95.0%
91.4%
89.8% 90.1%
90.0%
87.4%
85.0%

2010/112011/122012/132013/142014/15 2015/162016/17 2017/18 2018/192019/20 2020/21 2021/22 2022/232023/24 2024/25
Year

Revenue / expenditure %
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It is not practical to immediately move to a balanced budget, but prudent
fiscal approaches are being implemented to achieve this end. Part of this
approach includes adopting a number of principles relating to some key
fiscal levers and is discussed in the following sections.

Section 100 and clause 14 of schedule 10 of the Local Government Act
requires us to have a balanced budget for all 10 years of the long-term
plan. We acknowledge that we will not achieve this for all 10 years. This
is because we believe that setting rate levels to immediately achieve this
would be inequitable and extremely hard on ratepayers. Based upon the
budget options discussed above, the gradual changes proposed will result
in the best fiscal and sustainable outcome. While rates will be higher than
in previous years, it will enable us to achieve the capital investment
required for the city while maintaining the levels of service that residents
expect.

The graph to the left displays the Council’s revenue (excluding
development contributions, financial contributions, vested assets, gains
on derivative financial instruments and revaluations of property, plant
and equipment) as a proportion of operating expenses (excluding losses
on derivative financial instruments and revaluations of property, plant
and equipment). The Council meets this benchmark if its revenue equals
or is greater than its operating expenses.




Depreciation

Principle

1. Depreciation is recognition of the current “use” of the asset by
residents and ratepayers.

2. Depreciation is a charge that today’s ratepayers should meet as it
provides the funds for renewal of the asset. Applied like this it
recognises the key issue of Intergenerational Equity and will ensure
that future generations are not left with an unsustainable fiscal
burden.

3. The Council will steadily increase the amount of depreciation that is
rate funded.

Logic

Depreciation spreads the capital cost of assets over their useful lives so
that each generation of ratepayers pays for their fair share of use of the
asset. By not rate funding, it places an unfair burden on future ratepayers
who have to front the asset replacement.

Rate funding depreciation supports the intergenerational equity principle
whereby everyone who benefits from use of the asset pays their fair
share over the assets’ useful life.

By rating for depreciation, we are providing cash to fund the capital
renewal programme.

that it is not necessary to fully rate for our roading network as NZ
Transport Agency provide a capital subsidy for roading assets of
approximately 50% of the total cost. Consequently, the Council has
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With our roading assets, it is not necessary to rate-fund fully for
depreciation of this asset class. As we receive a NZ Transport Agency
capital funding subsidy on our roading assets, then we only need to
provide funding for “our share” of the expenditure. Rate fundingto a
maximum of 50% for our roading assets would seem appropriate.

While in the past we have only rate funded for the depreciation for the 3
waters, we have directly rate funded for much of the actual capital
programme. For 2014/15 this was $5.3 million. The balance of the capital
programme was debt funded — both directly and indirectly. Rather than
this confusing and non - transparent approach, it is clearer to rate for
depreciation more fully.

Rate-Funding for Depreciation

The Council resolved in 2009 that it was prudent to begin to rate-fund for
depreciation of the 3 waters (i.e. stormwater, wastewater and water
supply activities) from Year 1 of the 2009-19 long-term plan. The
intention behind this resolution was to address the issue of
intergenerational equity - spreading the load over present and future
generations for the replacement of infrastructural assets.

The Council has reviewed its approach and now considers it prudent to
rate fund for depreciation for all asset classes. It does, however, consider

determined to only look to rate fund for depreciation, only 50% of the
roading assets value.
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While the Council only rate funded for a portion of the 3 waters it did
directly rate for much of the capital programme. For transparency, the

Council will look to increase the amount it rates for depreciation as set

out in the table below. This rated depreciation will be the prime source of

To move to fully rate for depreciation immediately would not be

equitable to current ratepayers. This is why the Council has determined
to progressively move towards fully rating for depreciation. The following
table indicates the percentage of the activity’s total depreciation funded

funding for our capital programme. Debt will be used where funds from from rates:
depreciation, capital subsidy and development contributions are
insufficient to meet the capital programme expenditure.

2015/16 16/17 17/18 18/19 19/20 20/21 21/22 22/23 23/24 24/25
Year 1 2 3 4 5 6 7 8 9 10
/,:! :Lci:‘g’i”es except 75% 76% 77% 78% 79% 80% 81% 82% 83% 84%
Roading 50% 50% 50% 50% 50% 50% 50% 50% 50% 50%
Rate funding for
depreciation $Sm 13.0 13.6 14.6 15.3 16.4 17.3 18.8 19.3 20.2 21.0

Capital Expenditure / depreciation %

60% | s3%  55%

40%

20%

0%

2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
Year

LGA Essential Services Benchmark

239%

78%

74%

66%

61%

. Benchmark

D Benchmark
not met

The graph to the left displays the Council’s capital expenditure on
infrastructure services as a proportion of depreciation on infrastructure
services. The Council meets this benchmark if its capital expenditure on
infrastructure services equals or is greater than depreciation on

infrastructure services.

In the first five years of the Long-term Plan 2015-25 there is significant
capital expenditure on infrastructure including the Transmission Gully

Link Roads.
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Debt

Principle

1) Debtis a fiscal tool to achieve intergenerational equity.

2) Debt to fund capital (and where rated depreciation is not available)
will typically be raised and repaid over a 20-25 year period.

3) The financial impact of new debt (interest and debt repayments) will
require to be reflected in rate levels.

4) Debt is a tool that helps manage risk.

Logic

A certain level of debt is considered prudent financial management. Debt
is a key component of recognising intergenerational equity. The 2014/15
level of rates provides for the interest cost for $69 million of debt.

Having no debt (without stopping capital expenditure) places an
unacceptable burden on current ratepayers as it would require rates to
increase significantly; similarly, unlimited debt is not a sensible approach.

The actual level of debt is a decision based upon the capital
requirements, the impact of the servicing of the debt (interest charge) on
rates and the ability to repay principle. The first four years of the LTP see
significant increase to debt to support the link roads and additional capex
projects associated with a change in risk profile. As a result of this
concentration the Council has decided not to commence repayment of
this new debt for five years. From 2020/21 this debt repayment is
factored into the rates requirements.
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Existing policy limits provide guidance in relation to the amount of debt
the Council can raise and are as follows:

Limit 2013/14 | Projected | Peakingin
Annual | 2017/18 2020/21
Report

Ratio of debt to operating income | 80% 112% 132%

current limit 250%

External interest as % of operating | 5.0% 5.7% 7.0%

income limit 20%

Debt Levels and Borrowing Limits

It is council policy to offer security for its borrowings by way of a charge
over its rates through its Debenture Trust Deed. The Council joined the
Local Government Funding Agency (LGFA) as a Guarantor Borrower in
June 2014, and has since secured long term funding of $20 million
through the LGFA at attractive margins. It has also secured longer term
funding of existing debt through private placements. This borrowing
facility is seen by the Council as a very low risk - high benefit option.

The Council's Treasury Risk Management Policy sets out the Council's
borrowing limits through the application of two ratios as shown in the
following table:

Ratio Limit Levels
Interest Expenses/Operating Revenue 20%
Council's Net debt/Operating Revenue 250%
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The long-term plan increases the city's debt over the 10 year period from
$60.9 million to a projected maximum of $126.4 million in Year 7
(2020/21) and back to $96.2 million in Year 10 (2024/25). This maximum
is well within the policy limits set.

The table below demonstrates that the Council is operating well within
the acceptable limits as contained in the Treasury Risk Management
Policy:

2015 | 16/1 | 17/1 | 18/1 | 19/2 | 20/2 | 21/2 | 22/2 | 23/2 | 24/2
/16 7 8 9 0 1 2 3 4 5
Year 1 2 3 4 5 6 7 8 9 10
Debt 101. 116. 123. 126. 119. 117. 109.
(&'m) 771 | 866 | . 3 8 2 9 5 ; 96.2
Ratio of Limit
debt to 250 102 105 112 131 137 132 119 111 100 859%
operatin | o % % % % % % % % % v
g income ?
External
interest Limit
as a % of 20% 5% 6% 6% 7% 7% 7% 7% 6% 6% 5%
operatin ?
g income

The increase in the Council's debt is the result of funding major
infrastructural renewal, e.g. water supply, stormwater, wastewater
reticulation, roading, as well as work associated with the construction of
two link roads for Transmission Gully Highway. These major capital
projects estimated to cost $166.0 million will be funded from rates, loans,
development contributions and cash reserves.

Notwithstanding raising the level of debt during the 10 year period of the
long-term plan, the Council will still have the capacity to raise additional
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debt in the event of a major failure or significant event during this period.
However, to do so would result in an increase in rates above the limits set
in the long-term plan for the servicing of such additional loans.

The Council has carefully considered the timing of its capital programme
and the associated borrowing requirements to ensure that this best
meets the needs of current and future generations.

LGA Debt Affordability Benchmark
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The graph above shows that the Council meets the debt
affordability benchmark if its actual borrowing is within the
quantified limit on borrowing.

The quantified limit is based on total Council debt and is
measured in Smillion.
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Borrowing costs / revenue %

LGA Debt Servicing Benchmark
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The graph above displays the Council’s borrowing costs as a
proportion of revenue (excluding development contributions,

instruments, and revaluations of property, plant or equipmen

financial contributions, vested assets, gains on derivative financial

t).
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Intergenerational Equity

Principle

1. Intergenerational equity will ensure that present and future
generations of ratepayers will be treated fairly with neither bearing
an unnecessary share of debt or rate burden.

2. Rating for both depreciation and debt repayment are major fiscal
tools the Council will use to ensure both transparency and
intergenerational equity.

3. The Council endorses the concept of intergenerational equity and it
will be a factor considered when developing annual plans and long-
term plans to ensure an appropriate balance of cost and benefit for
present and future generations.

Summary of the Forecast Income Statements for 2015-25

Operating Surplus (Deficit)

The draft long-term plan indicates a forecast accounting operating surplus

being achieved for each of the 10 years of the long-term plan. The

operating surpluses reflect the accounting position as meeting all the
Public Benefit Entity- BPE IPSAS International Public Sector Accounting
Standards reporting standards. It does not, however, represent our cash
position or refer to if we are running a balanced budget.

2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25

Year1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Operating Surplus/ (Deficit) ($'000) 366 5,707 11,183 5,761 1,906 4,092 5,642 7,291 7,801 8,513
Less Vested Assets, Development
Contributions, & Revaluations 3,087 3,182 3,266 3,396 3,483 4,096 4,116 4,196 4,608 5,135
LGA - Balanced Budget Benchmark (2,721) 2,525 7,917 2,365 (1,577) (4) 1,526 3,095 3,193 3,378
Less NZTA subsidy 3,300 2,518 11,695 6,565 2,346 1,629 1,522 1,649 1,622 1,778
PCC Balanced Budget (6,021) 8 (3,778) (4,200) (3,923) (1,633) 4 1,446 1,571 1,600
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Understanding an Operating Deficit

Although the Council has an operating surplus for the period of the long-
term plan the Council is running a balanced budget deficit for the first
seven years as shown in the table and graph below:

$000 Forecasted Income
14,000
12,000
10,000
8,000
6,000
4,000

2,000

0

(o0g 2010711 2011/

2012/13 2013/14 2017/18 2018/19 21 2021/22 2022/23 202324 2024/25

(4,000)
(6,000)
(8,000)
{10,000)

= Net Surplus / (Deficit) | GA - Balanced Budget Benchmark = PCC Balanced Budget

Rates

The Council has a high dependency on rates as its principal source of
income. The graph to the right shows this dependency over the 10 years
of the Plan trending slowly upwards. The Council would need to create
further dividend yielding investments, such as investment properties or
move into other profitable revenue generating areas for this trend to
change.
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Proportion of Rates Revenue to Cash Revenue %
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Note: The lower figure in year four results from an increase in subsidies from
New Zealand Transport Agency arising from the construction aspect of two link
roads for the Transmission Gully Highway. The link road subsidies are in the first
four years.

The Council is forecasting that its operating expenditure will increase
from $77.7 million to $108.2 million, a 40% increase, between 2015 and
June 2025. These increases are a result of:

e Growth —there are or will be more households in Porirua based on
growth assumptions of 1% per annum of the Plan.
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e Depreciation and interest payments — the increased capital
expenditure programme means corresponding increases in costs in
these cases.

e Price increases — inflation and the factors that influence it will mean
that it costs more to do business. It is forecasted by the BERL Group
that costs in general for the local government sector could increase
by 33% over the same 10 year period.

Rates and Rate Increases

Legislation requires the Council to quantify its limits on rates and rate
increases.

The Council believes that the Local Government Cost Index is the most
appropriate index to reflect the cost increases the Council is subject to. It
further believes that the Local Government Cost Index is the benchmark
upon which residents and ratepayers can compare the level of rates that
the Council sets each year. The Local Government Cost Index is
independently determined by BERL and is widely used by councils
throughout New Zealand.

It is important to distinguish between the increases in rate revenue from

year to year and the average rate increase. Our revenue increases reflect
not only the impact of rate increases to the average ratepayer, but it also
includes rate revenue received from the growth in new ratable properties
each year — currently running around 1% pa.

The Council has determined its rate increases based upon the level of
services it wants to provide and the capital programme. These increases
also reflect the principles and issues referred to earlier in the Finance
Strategy.
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The total rates requirements for each year on the long-term plan will be
no more than that shown in the adopted long-term plan for that year, as
indicated in the table below. It is believed that this level of rate increase
will meet the levels of service that the Council provides.

2015 | 16/ | 17/ | 18/ | 19/ | 20/ | 21/ | 22/ | 23/ | 24/
/16 17 18 19 20 | 21 22 23 24 | 25

Year 1 2 3 4 5 6 7 8 9 10
Rates Income 54.0 57. 60. 64. 69. 74. 79. 83. 86. 88.
(Smillion)* 5 31 77 81 08 41 40 53 39 98
Average effect on 4.80 5.0 5.0 5.6 5.6 6.7 5.7 4.2 2.4 2.0
ra\tepayers2 % 3% 3% 5% 0% 2% 0% 0% 2% 0%

224 | 24 2.5 2.6 2.7 2.9 3.0 3.1 33 35

LGCI benchmark % | 5% | 3% | 1% | 5% | 0% | 4% | 9% | 6% | 3%

1  These figures include inflation but exclude GST

2 These figures do not take into account additional income from new properties in the
City each year. Property growth assumed to be 1.0% annually.

Quantified Limits on Rates (2015-25 LTP)

The Local Government Cost Index shows the impact upon the Council’s
cost structure assuming a stable operating scenario. The Council has
determined to invest significant additional capital of $39.6 million into
our core infrastructure over that value projected in the previous long-
term plan. This investment needs to be paid for and is a major driver in
the actual rate increase being higher than the Local Government Cost
Index. In addition, we are moving to rate to progressively deliver a
balanced budget. These two factors are the prime causes for the
difference between our quantified rate levels and the Local Government
Cost Index.

By 2023/24 we will have addressed the balanced budget levels and our
rate requirements are lower than the Local Government Cost Index.
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LGA Rates Increases Affordability Benchmark

8.00%
7.00%

6.00%

x

x

5.00¢
4.00¢
3.00¢

0.00% | |‘ I| | | “ “ || || || ‘I || |‘ II II

2.00¢
1.00¢
2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25

=

E3

b3

I] Actual Rates Increase (exceeds limit) ® Quantified limit on rates increase ® Proposed rates increase (at or within limit)

The above graph compares the Council’s actual rate increases with a
qguantified limit on rate increases included in the Long Term Financial
Strategy in the Council’s long-term plan 2015-25. The quantified limit is
the average rates increase per rating unit and is measured as a
percentage increase. This is a lagging indicator. As such, it will always
show the Council achieving 100% for future years.
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LGA Rates Income Affordability Benchmark
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The above graph compares the Council’s actual rates income with a
guantified limit on rates contained in the Long Term Financial Strategy
included in the Council’s long-term plan 2015-25. The quantified limit is
the total rates income measured in $ million.
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Levels of Service

A key determinant of the Councils costs relate to the level of service that
is provided to ratepayers. Whether it’s the ability to provide clean water
or the frequency the grass on the parks is cut, levels of services have been
established for all council activities. The annual residents’ satisfaction
survey 2014 indicated that overall satisfaction with the levels of council
services was 82%.

Generally there is a trend of demand for increasing service levels rather
than reducing them from ratepayers and residents alike.

The Council has, as part of the development of the long-term plan, looked
at all the Council’s levels of service — both operation and capital —and
also the costs of delivery of such. While it has made savings and identified
areas where better delivery for the same money could occur, the Council
has determined not to reduce any level of service as a means of lowering
rates. While looking at all our cost areas, the Council identified a number
of areas that it wanted to signal in the long-term plan that it wanted
strategic reviews undertaken, these included:

o The library service;

e QOperation and use of the arena;

e The waste minimization policy and the Council’s role in rubbish

collection’;

> The Council’s rubbish collection is forecast to run into a negative reserve over
the life of the plan. It is not a sustainable situation. The review will look at other
options, for example, it being rate funded.
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e The operation of the landfill including ownership options and
closer integration with Wellington City Council landfill operations;
and

e Water conservation.

These areas will be looked at over the next few years and any changes
addressed as part of the annual plan process.

In addition to those areas mentioned above, the Council is now required
under section 17A of the Local Government Act to review the cost
effectiveness of how it delivers its services for “local infrastructure, local
public services and performance of regulatory functions”. Councils have
up to 6 years to complete these reviews. Clearly it is not practical to
undertake these reviews in time for the proposed long-term plan, but
they will occur over the lifetime of this long-term plan.

State Highway 1 and State Highway 58

Once Transmission Gully Highway is complete, then NZ Transport Agency
will transfer ownership of SH58 (from Paremata to the Pauatahanui) and
SH1 (from Mungavin to Paekakariki) to Porirua City Council and they will
become local roads. This means that Porirua City Council will assume
responsibility for all maintenance and capital works for these roads.

The exact terms of this transfer and the basis upon which PCC will qualify
for subsidies from NZ Transport Agency are yet to be determined and
therefore it has not been possible to incorporate any of the resulting
financial impacts into the long-term plan at this stage. Progress on the
arrangements with NZ Transport Agency will no doubt occur over the first
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three years of the long-term plan and we would expect the financials will
be understood sufficiently by then to incorporate the impacts into the
2018/28 long-term plan. By way of example, as a local road we do not
need to maintain the four lane section of SH1 as four lanes nor to the
same standard that a State Highway would require. While Transmission
Gully Highway is being built as a non-toll highway, should that change
then the use of SH1 is likely to also change and that may also impact
ownership and/or maintenance arrangements.

While no specific budgetary provision has been made for the two roads
our roading asset management plan does provide for roading
maintenance in general. We believe that we would expect, based upon
the improvements in roading conditions as a result of our proposed
capital programme, to see the amount of money required for reactive
maintenance to reduce. The resulting savings will therefore enable any
new maintenance required for these roads to be able to be
accommodated from existing provisions.

The amount of subsidy that these new roads will attract from NZ
Transport Agency, we believe will be far higher than the current Financial
Assistance Rates that we receive on our current network, to reflect the
nature and importance of the roads. The sections of State Highway
revoked to local roads are expected to come to the Council in a condition
that will not require significant renewal expenditure for at least 25 years.
“Note the traffic loading on the revoked sections will be substantially
lower than their current loadings.”
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The ownership of these two roads will likely see the value of our asset
base increase significantly. While we do not know the exact values, they
are estimated to be in the order of $300 million to $375 million. The
majority of this will represent “land” so only the non-land component
would be depreciated and impact upon the Statement of Comprehensive
Income and our surplus or balanced budget.

Council's Investments

The Council's Treasury Risk Management Policy requires that funds are
invested in a way that the Council maintains the liquidity of its
investments, such that cash is available when needed. The Council's
Balance Sheet (Prospective Statement of Financial Position) indicates a
build-up of investments that represent the (cash) amount equivalent to
the reserves the Council holds.

Apart from its cash investments, the Council does not hold large
investments, because it prefers not to expose itself to the risks of equity
investments. The three small shareholdings it holds relate to the Council
being able to optimise the value of owning the shares to contribute to
achieving goals and objectives for the city.

The Council has a small property portfolio where it seeks to achieve
market returns, which are in turn applied to the Council's general funds

The Council also has a number of properties that are not considered as
investment properties. In light of this, a recent review of council property
holdings has been undertaken. From this review a number of land parcels
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have been identified as no longer necessary for the Council to retain
ownership of. A sale programme is being developed. A number of the
land holdings will require reclassification to enable the Council to dispose
of them. This process will take some time, which means that the draft
long-term plan will not see any proceeds from these sales commencing
until the 2016/17 year.

Asset Management Issues

Porirua City Council has assets of over $1.2 billion and it plans to invest
$166 million in capital works for its major strategic assets, namely water
supply, wastewater and storm water (the “3 waters”) and transport over
the next 10 years of the Plan. This capital expenditure is for building or
replacing the city’s major assets.

Each group of assets has an Asset Management Plan (AMP) which is a key
planning tool for the maintenance, renewal and increased capacity of
these assets. Renewals are the replacement programmes for existing
assets. For several years, the Council has had in place a programme of
monitoring and data collection with regard to the condition and
performance of its infrastructure assets. In addition, information on the
condition of our property assets has also greatly increased in recent
times.

The Council has reviewed all its asset management plans and determined
that it needs to increase the amount of capital it spends on renewals of
infrastructure assets and move to a more conservative risk approach as
set out as follows:
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AMP

Storm water

Wastewater
incl WWTP

Water Supply

Roading

Property

Leisure

Total

Definition of risk®

Low

Existing Risk Profile

Medium

High

Medium

High

High

Low/High

Planned Risk Profile

Low/Medium

Medium/High

Medium

Medium

Low

Medium

up to 5% chance of occurring in next 12 months

Historic
Expected
Spend

$7.0m

$48.4m

$21.1m

$18.7m

$6.8m

$13.8m

$115.8m

Significant failure of an asset resulting in loss of level of service is:
High

Medium

up to 50% chance of occurring in next 12 months

up to 30% chance of occurring in next 12 months

6 Based on SNZ HB 4360:2000 Risk Management for Local Government
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Extra S over 10
years

+$0.1m

+14.5m

+ $3.1m

+$12.8m

+$3.9m

+$6.2m

$40.6m

Expected Total Spend

S$7.1m

$62.9m

$24.2m

$31.5m

$10.7m

$20.0m

$156.4m
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By investing in the renewals programme, it is expected that the level of
risk will reduce over the ten-year period improving the reliability of
service to the customer. In the event of any unforeseen asset renewal
requirements above what is provided for through the increased capital
spend, the Council has the ability to draw on existing cash reserves in the
first instance before looking to other funding options.

The level of the Council’s debt (and its ability to borrow) is such that, in
the event asset renewal work needs to be brought forward, there is
adequate capacity to fund such projects. The funding would be achieved
either through the use of reserve funds or through loans or a combination
of both.

The Council has indicated the priority for investment based on the level of
relative importance of activities to achieve service delivery. This is
summarised in table on page 18. It is investment over time that will result
in a reduction in risk in terms of reliability and quality of services
delivered. In achieving this, moving the four core infrastructure services
to a medium risk scenario would require an additional $7 million over 10
years or an additional 1.5% rate increase per year.

The comparative work and risk assessment also concluded that water
services renewal expenditure continued to be a key issue along with
addressing a backlog in the transport network and property renewals.
The Council focus is to manage the following priorities:

e Water supply pipeline renewal — this will reduce escalating operating
costs associated with attending to pipeline breaks and water loss;
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e Reducing infiltration of stormwater into the sewer network — this
will reduce the number of bypasses at the treatment plant, overflows
of the sewer line and operational cost of the sewer system;

e Trunk wastewater network and treatment plant upgrades — this will
improve the ability of the network to handle increasing flows and
subsequently reduce the risk of uncontrolled discharges;

e Upgrade the stormwater network at known locations of under-
capacity — this will reduce the incidents of flooding occurring during
rainfall events; and

e The Transport (roading) renewal programme has been increased to
address a backlog over the first 6 years of the 10-year long-term plan.
This renewal programme will also serve to curb the rise in roading
maintenance costs. The Transmission Gully Highway programme will
see the Council investing a further $31 million (making the total cost
of the programme $40 million) in construction of two link roads
associated with this development.

Community and leisure assets forecast to invest $21 million in
community and leisure assets over the next 10 years. Leisure assets
encompass the entire city’s “greenspace”, walkways and cycleways,
coasts and harbour, playgrounds, parks, reserves and open space, sports

fields and outdoor courts, and the cemeteries and crematorium.

The city has an ageing range of sports fields, outdoor courts and
walkways which will progressively require renewal and/or retirement.

The Council’s property assets, currently valued at $91 million, furnish an
important resource for staff accommodation and for providing key
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services through its many recreational facilities and community halls. The
portfolio also includes the strategic investment properties which require
management and on-going expenditure.

The Council plans to invest $166 million in capital works for water supply,
wastewater, storm water and transport over the next 10 years of the
long-term plan.

The Council’s infrastructure is relatively young in terms of its lifecycle
which is reflected in the variance of infrastructure investment:

e 46% of the ten-year investment will be in renewing ageing assets
which are reaching the end of their economic life;

e 38% in increasing capacity of infrastructure to meet the demand from
growth; and

e 16% to improve the level of service.

Capacity increases and improvements to level of service often involve
replacing or renewing an ageing asset. It should be noted that the
renewals programmes targets those sections or elements of the network
that have been identified as operating at greatest risk.

Various risk scenarios have been developed by using industry based risk
assessment processes that take account of both the likelihood and
consequence of failure. For assets operating at a high risk there is up to a
50% chance of a significant failure occurring in a 12-month period which
could lead to a loss of service to customers. For water supply, this could
be a burst watermain pipe. In the case of wastewater, a discharge of
sewage onto land could occur as a result of stormwater entering a broken
pipe or blocked sewer pipe creating a risk to health and the harbour. By
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investing in the renewals programme, it is expected that the level of risk
will reduce over the ten-year period improving the reliability of service to
the customer.

The Council has managed its risk to loss or failure of a service over the last
four years by:

e Having a prioritised and appropriately funded renewals programme;

e Responding to significant outages using the Council’s maintenance
staff and established local contractors who are resourced to repair
breakages;

e Reprioritising the renewals programme; and

e Inthe event of a major failure in part of the network which is not
included in the ten year capital works programme, the Council has
maintained a borrowing capacity so it is able to respond with
additional investment.

Customer surveys have shown that this approach has maintained a high
level of customer satisfaction with the water services. In the case of water
supply, the Council is seeing evidence of a reduction of breaks leading to
fewer water outages. The Council will continue to manage the service risk
in this manner.
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The table below shows a summary of capital expenditure. Further details about each network asset are provided in the following pages.

Total 10 years 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
Economic 20,546 2,853 4,298 4,368 1,105 1,188 1,220 1,251 1,372 1,420 1,472
Development
Community 6,044 537 550 564 579 594 610 626 639 661 685
Partnerships
Emergency 1,966 173 178 182 187 192 197 202 211 218 226
Management
Operations
Democratic Processes 39,731 4,471 5,215 4,133 3,983 3,409 3,958 3,496 3,662 3,476 3,928
Stormwater Services 7,064 276 717 716 697 717 738 761 786 813 843
Wastewater 62,887 4,325 8,975 6,165 5,273 8,208 5,698 7,590 6,392 5,517 4,743
Management
Water Supply 24,200 2,175 1,748 1,687 8,814 1,780 1,599 1,649 1,528 1,581 1,639
Transport 72,206 7,368 8,239 22,365 12,963 5,537 3,172 2,979 3,164 3,068 3,353
Community & Leisure 20,825 2,500 3,140 2,506 1,727 2,039 1,602 2,015 1,519 1,861 1,916
Management Groups 24,548 1,775 1,324 1,125 2,201 2,647 8,794 1,368 1,751 1,620 1,943
Solid Waste 17,455 1,987 155 160 2,025 3,020 201 208 5,332 4,263 104
Total 297,472 28,439 34,541 43,969 39,554 29,331 27,789 22,145 26,353 24,497 20,852
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Funded by:

2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20 | 2020/21 | 2021/22 | 2022/23 | 2023/24 | 2024/25
Depreciation 13,048 13,622 14,636 15,268 16,352 17,314 18,756 19,264 20,187 21,008
Capital 3,300 2,518 11,695 6,565 2,346 1,629 1,522 1,649 1,622 1,778
subsidy
Development 417 432 433 478 478 1,001 928 912 1,226 1,652
contributions
Reserves 3,697 155 160 2,025 3,020 201 208 5,332 4,263 104
Debt 7,978 17,813 17,045 15,218 7,134 7,645 732 0 0 0
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Water Supply

Water supply asset replacement strategies have been developed to meet
customer service level expectations. The basis of the strategies is to

replace components before they fail and at the end of their economic life.

The Council has continued with the replacement of water pipes
throughout the reticulation network. This has resulted in the water
supply pipeline assets now being at a point where the frequency of
breakages has decreased to below target levels.

The graph below shows four risk scenarios for the Council's pipeline
replacement programme. The Council has elected a low - medium risk
scenario investing $11.5 million (uninflated) over the first 10 year period.

20
@Low Risk @ Low-Medium Risk

Millions

oMedium Risk

It is believed that this scenario is most likely to continue a reduction in
the frequency of failures in the pipeline network and ensure that the level
of service for water supply to customers is maintained. The longer-term
effect of a medium risk option is that any back-log of work will take
longer to clear and that there will likely be some negative impacts on
levels of service and maintenance costs.

Water Supply Pipeline Renewals — 50 year horizon $11.5 million
(Uninflated)

(Scenario loaded into LTP 2015/25: Low - Medium Risk, over the first 10-year
period)

Total Uninflated ($)

2015-2025

2025-2035 2035-2045

10-Year Period
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Lang-run average ~ $8.2M

2045-2055

2055-2085
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Wastewater

Within the sewer network there is a wastewater treatment plant (jointly
owned by Porirua City Council and Wellington City Council), over 400km
of pipelines and 45 pump stations. The long-term plan provides for a
replacement and upgrade programme for the treatment plant and the
wastewater reticulation network over the next ten years at a cost of
$26.7 million uninflated.

Over the last three years, significant progress has been made in
increasing the capacity of the wastewater treatment plant. A third
clarifier has been built at the wastewater treatment plant which will help
reduce the volume of temporary sewage discharges from the plant. The
Council has also begun a significant redevelopment programme of
renewing and replacing main branch pipes in the network. This initiative
has had a direct impact on reducing the level of pollutants and

P
n

contaminants entering the city’s harbour.

Millions

B
[=]

15

10

Total Uninflated ($)
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The graph below shows three risk scenarios for renewing our wastewater
reticulation network. The Council is keen to move from the current high
risk position to a medium-high risk scenario and plans to invest $13.4
million over the next ten years. The longer-term effect of a medium-high
risk option is that any backlog of less critical work that does not impact on
the level of service to the end customer, will take longer to clear and that
project funding will be spread over a longer term (50 years or more). Rate
funding for depreciation of the water assets and the collection of
development contributions will provide a mechanism to help fund the
future replacement programme.

Wastewater Pipeline Renewals — 60 year horizon (Uninflated)

(Scenario loaded into LTP 2015/25: Medium-High Risk, $13.4 million over
the first 10-year period)

mExtreme Risk

oMedium Risk

aMedium-High Risk *

2015-2024

Long-run average ~ $13.3M

2035-2044 2045-2054 2055-2064
10-Year Period

2025-2034



Millions

Total Uninflated ($)

Stormwater

The stormwater network is considered to be at a stage in its life cycle

where no significant expenditure is required for renewals until

approximately 2020. Over the next 10 years however, some issues

relating to the capacity of the network will be addressed with

expenditure of $6 million on stormwater upgrades.

Stormwater network upgrades arise from the need to increase the

capacity of parts of the network which cause upstream flooding during
significant rain events. The original design of the network was to a lower
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Long-run average ~ 513.9M
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standard and the advent of a dynamic stormwater model has helped the
Council prioritise its upgrade programme.

With the main focus for the first 10 years of the stormwater capital works
programme being upgrades for capacity, the graph below shows the
stormwater pipeline renewals programme with a 60 year time horizon.

Stormwater Pipeline Renewals — 60 year horizon (Uninflated)

(Scenario loaded into LTP 2015-25: Low - Medium Risk, no renewal
requirement over 10-year period as shown below. No further scenario
development at this stage)

2015-2024 2025-2034
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10-¥ear Period

2055-2064

2065-2074
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Transport

The roading network, although relatively young, is considered to be
moving towards a developed stage of its life cycle. A developed life cycle
stage is characterised by a need for an on-going renewals programme and
is consistent with the typical life of pavements and surfaces, which are
maintained to meet current levels of service.

The Council has been operating under a high risk scenario, which is in line
with the way roads have historically been managed. The reason why a
high risk scenario was appropriate is due to the Council’s determination
to invest in three-water infrastructure, prior to the roading network. The
previous long-term plan 2012-2022 recognised that a consequence of
operating within a high risk scenario was that the Council would need to
respond to unplanned maintenance requirements from time to time.

In managing the roading network, it is necessary to consider the prudent
management of the assets in the short to medium term, as well as
planning for the replacement of assets as they are nearing the end of
their life cycle.

Funding for a medium risk maintenance strategy will enable the Council
to adequately invest within the roading network. The move to a medium
risk scenario will enable appropriate investment in the pavement and
strengthening renewal activities, to maintain the network in a stable
state. The medium risk scenario will also contain the network
maintenance cost. It is predicted that by year six, at this level of renewal
investment, that there will be an effective reduction in network
maintenance cost. Note, actual network maintenance cost does not
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reduce, because in year six, allowance has been made for the

maintenance of the revoked sections of State Highways 1 and 58, which

will come to the Council when Transmission Gully Highway is opened.

The graph below shows the local road renewals programme with a 10
year time horizon:

Local Road Renewals — 10 year horizon (Uninflated)

(Scenario loaded into LTP, Medium risk, $25.5 million over first 10-year
period)

Capital Expenditure Programme - Renewals (subsidised and non-
subsidised). Excludes canopies, minor improvements, cycleways,
Transmission Gully Highway link roads and intersection upgrades)

($) Thousands

Total Uninflated
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(8) Thousands
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Property

Over 80% of the Council’s 103 buildings are more than 30 years old and
require regular maintenance to ensure they remain ‘fit for purpose’.
Seven are more than 70 years old and their maintenance costs have
increased significantly to ensure the buildings remain weather tight,
structurally sound and compliant with the existing Building Code. Some
of the high use areas such as the swimming pools and Pataka Museum &
Porirua Library quickly become dated and require regular re-theming and
redecoration. There is also the issue of earthquake strengthening which is
a requirement for eight of the council owned buildings.

In prioritising expenditure in 2012, the Council chose a high risk approach
to the management of the property portfolio. This has meant that some
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expenditure has been deferred and has led to some facilities or features
being closed until repaired. Over the last three years the Council has
recognised the need to increase its funding on property assets and agreed
in 2013/14 to an additional $500,000 per year over a three year period to
address major repairs at Porirua Aquatic Centre, Te Rauparaha Arena,
Pataka Museum and Gear Homestead & Woolshed.

With the majority of the Council properties being fully depreciated, the
maintenance costs increasing and the likelihood of buildings having to
close until repaired, has led to the recommendation that a lower risk
funding scenario is followed for the next ten years.

The Council has undertaken a property review to establish those
properties that were purchased for recreation, economic or strategic
purposes but are now considered surplus to requirements. The Council
proposes to sell these surplus properties over several years.

Investment in Leisure Assets

The leisure assets management plan prioritises investment over 2015-25
to maintain and renew the existing asset base and a limited amount of
further targeted investment.

Targeted investment covers the development of new strategic shared
pathways such as Te Ara Piko, the development of a splash pad or water
play feature, the development of the Titahi Bay South Beach area and the
continuation of restoration of Bothamley Park. Development of a
mountain bike park on Colonial Knob in partnership with Mana Cycle
Group is another investment priority.
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Development Contributions

The Council has reviewed its Development Contributions and Financial
Contributions policies in light of the recent changes to the legislation. A
new policy has been developed that brings the financial contributions
under a new Development Contributions Policy.

Development contributions are designed to recognise the portion of our
10 year capital programme that is driven by “growth demand” and seek

When the Council receives the development contribution through the
resource consent process, it will recognise the development contribution

as a liability in the balance sheet and progressively release the DC

through the profit and loss account as the capital project is completed.

The table below sets out the estimated dollar amounts that are forecast
to be released over the 10 year period:

cash contributions from developers to find that demand. Two critical
components drive the amount of development contributions that

2015/16

2016/17

2017/18

2018/19

2019/20

2020/21

2021/22

2022/23

2023/24

2024./25

the Council receives:
Amounts

e Firstly the physical amount (or volume) of new subdivision and released

417

432

433

478

478

1001

928

912

1226

1652

building activity; and

e Secondly the levies that are set by the Council that represent the
growth component of the capital programme that is required to be
spend to meet that growth demand.

The levies are triggered at the point in time that a resource consent is
approved but payment does not occur until connections are sought.
There is also generally a timing difference between when a development
contribution is paid and when the Council spends its money on the actual
capital project that supports the development contribution charge. This
makes it difficult and complex to account for the income and expenditure.
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Section 3: Statement of Service Provision
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PORIRUA

STATEMENT OF SERVICE PROVISION
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Council’s groups of activities

Water Supply

e Water & Demand
Management

Stormwater
e Stormwater Management

Waste Water

o Wastewater Management
¢ \Wastewater Treatment
Plant

Transport

e City Roading & Safety
e Transport Facilities

Solid Waste

¢ Waste Minimisation &
Recycling

¢ Landfill Management

e Rubbish Collection

e City Cleaning

Emergency
Management

e Emergency Management
Operations

Democratic Process

e Governance & City
Leadership

o Partnership with M&ori

e Council Property

N |

/

Council
Activities

!

Community & Leisure
Services

Arts & Heritage

Library Services

Indoor Recreation

Community Recreation

Programmes

City Landscape

e Sports Fields & Outdoor
Courts

o Cemeteries &

Crematorium

Environment &

Regulatory Services

e Environment & City
Planning

e Te Awarua-o-Porirua
Harbour and Catchment

e District Plan

Administration &

Monitoring

Building Compliance

Environmental Standards

Animal Control

Liquor Licensing

Economic Development

e City Promotion

¢ City Centre Revitalisation

e Visitor Information
Services

e Sister Cities

Community

Partnerships

e Community Development

e Youth Engagement and
Participation

¢ Village Planning

Chief Executive’s
Office

¢ Human Resources
e Communications

Strategic and
Corporate Policy

Corporate Services

e Finance

e Information and
Communications
Technology

Customer Services
Democratic Services
Internal Audit
Administrative Support

Management
groups that support
Council activities
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How rates will be spent

The following pie chart shows the portion of rate-funding that goes towards each of the Council’s 11 groups of activities in 2015/16:

How Rates will be spent Long Term Plan 2015/16

27%

Solid
Waste
4%

Stormwater

Community & Leisure

City Landscape
8%

Communit
¥ Rec
Pgms

0% Cemeteries

0%

5%

Environmental &
8%

Emergency Management 5%

1%

Democratic Process

Regulatory
7% Community Partnerships
4%
Economic Development
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Stormwater

What we do

We provide a network of pipes and in a few places, open channels, to
efficiently and safely control and remove stormwater in order to protect
people and properties from the effects of flooding, and to maintain clean
and safe streams, harbours and coastlines. The stormwater drainage
system includes the underground pipe network which carries the
stormwater to open waterways, and a 24-hour response system.

How does this activity benefit the community?

We ensure that stormwater is managed and removed in a secure and
sustainable way that protects people and property from the effects of
flooding, and minimises the impact of stormwater on Te Awarua-o-
Porirua Harbour and the catchment areas.

How we manage negative effects

Uncontrolled stormwater discharge has the potential to cause damage to
people and property through flooding or other unintended consequences
which risk public safety. Regular monitoring and modelling of possible
impacts minimises hazards. We also review our network capacity, identify
areas that require upgrade and develop plans for ongoing renewal work.

Who pays for it?
Stormwater activities are 100% funded b