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Amendments to the

Development Contributions Policy

Council’s existing policy on Development
Contributions has been amended by:

1. Clarifying the definition of a sleepout or granny
flat and when it is liable for a Development
Contribution; and,

2. Establishing an exemption from Development
Contributions for certain types of rural farm
buildings associated with farming activities.

Change: Amendments relate to Sections 7.8 and 7.3

respectively of the Development Contributions Policy
under the headings “7.8 Calculation of Development

Contributions required from Development” page 175
LTCCP 2009-2019 and“7.3 Units of Demand”page 170
LTCCP 2009-2019.

1. Inrespect of an amendment to Section 7.8

a. Delete:"For the purpose of this policy a
sleepout and/or family flat is any building,
or portion of a building, of less than 50m2
gross floor area used for residential activity as
defined in the District Plan.

b. Replace with: “For the purpose of this policy
a sleepout and/or family flat and/or granny
flat is any dwelling, or habitable portion of a
building, of less than 50m? gross floor area
(excluding covered verandahs) which contains
a kitchen and bathroom and can be used for
residential activity as defined in the District
Plan’

2. Inrespect of an amendment to Section 7.3

a. Delete:"Non-residential developments will be
assessed on the demand that they create!

b. Replace with:"Non-residential developments
will be assessed on the demand that they
create except that accessory buildings (as
defined in the District Plan) associated with
primary production activities in the rural
zone will not be liable for a development
contribution unless a new connection to the
Council water, wastewater or stormwater
infrastructure is imposed as a condition of
Resource or Building Consent or is requested
by the applicant”

Reason for Change: The change is to improve
certainty around these provisions for Council Officers
and developers.

Financial Impact: It is expected that the overall effect
of the amendments will be minimal and that the level
of development contribution does not need to be
reassessed as a result of them.

There is no impact on the bottom line rates collected.
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Amendments to the

Liability Management Policy

Amendments to some covenants contained within
the current Liability Management Policy have been
made as they are restrictive and in one case (i.e. the
liquidity ratio in paragraph 4.1) virtually impossible

to meet. Others restrict our ability to use the debt
market effectively to reduce our overall cost of that
debt. The amendments relate to Sections 4.1 (page
151), 4.6 ([page 153) and 4.7 (page 153) of the Liability
Management Policy of the LTCCP 2009-2019.

Changes;

1) The percentage for the first covenant in paragraph
4.1 is increased to 20% [refer a) below]

2) The third covenant is deleted in paragraph 4.1 [refer
b) below].

3) The “Ratio of equity: debt”in paragraph 4.1 be
deleted and replaced with the following [refer c)
below].

“Net debt as a percentage of equity shall be less
than 20%!

4) The second bullet point in paragraph 4.6 be
amended by adding:

“In calculating the percentage the ability to issue
up to $10.0 million of bonds or floating Rate Notes
is recognised, provided that Horowhenua District
Council has in place a Debenture Trust Deed and
has appointed a trustee! [refer d) below]

5) The requirement under paragraph 4.7 that Loan
terms will be set to ensure that no more than 25%
of debt matures in any one year'is deleted and
replaced with the following [refer e) below].

“To avoid a concentration of debt maturity dates,
no more than 50% of debt can be subject to
refinancing in any 12 month period!

Reason for Change

Council has recently appointed a Treasury consultant
to help us in our debt raising activities. This will

assist us in keeping the overall cost of debt as low as
possible by using all available debt management tools.
The consultant has reviewed the Liability Management
Policy and has made some recommendations for
changing that policy which will enable Council to use
the financial markets effectively.

a) The increase from 15% of total operating revenue
to 20% [refer 1) above] is to bring Council more in
line with industry standards. This recommendation
is not because Council is likely to breach this
covenant.

b) The current covenant is nearly impossible to meet
[refer 2) above]. The liquid ratio compares bank
and short-term (usually one month debtors) to
creditors. This is a solvency measure to ensure that
you can meet your short-term commitments from
short term sources of funds. The problem is that in
Council’s case the creditors are not all short-term
and can fluctuate month on month considerably.
When we borrow Council quite often borrows for
short-terms. This automatically moves some of
Council’s debt into the current (within one year)
category. However, while these loans appear in the
current liabilities it has a negative impact on our
ratios. 4.5 on page 152 of the LTCCP that states
“Council may borrow funds on a short-term basis
to provide efficient and effective management for
the purpose of meeting temporary shortfalls in
revenue!

c) Debt to equity ratio compares non-current (fixed
assets) with non-current debt [refer 3) above].
This measures the long-term sustainability of your
borrowing. This long-term view is a better measure
for local; government than focusing on the short-
term.

d) Council has recently passed resolutions to effect
the establishment of a Debenture Trust Deed [refer
4) above] to enable it to issue local government
bonds to the wholesale market (so it can reduce
our interest rates and be less reliant on bank loans)
The original covenant was relevant in its present
form when we were reliant on bank borrowing
only. It basically said that we needed to ensure that
we were able to secure enough borrowing from
banks to ensure we could carry out our capital
works programme. Now that Council is moving
away from bank facilities it is necessary to add the
new sentence to recognise the new source of funds
available with a Debenture Trust Deed in place.

D
N

The current policy states (in Paragraph 4.7) that
loan terms will be set to ensure that no more

than 25% of debt matures in any one year [refer 5)
above]. This measure was to ensure that Council
was not too committed to a large refinancing
regime in any one year. Although this is laudable
this requirement has meant that we were forced to
take high interest longer-term loans just to meet
this requirement while lower interest short-term
loans were available. This has been an issue recently
with a long term loans having a significantly higher
interest rate than short-term loans.
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Financial Impact

It is expected that the effect of the amendments will
be minimal. The proposed amendments are designed
to enable Council to manage its borrowing portfolio
to ensure the lowest interest cost to Council while
maintain Council’s long-term financial sustainability.
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Under the Local Government Act 2002 (‘LGA 2002’), the
Council is required to have a policy on development
contributions as part of its funding and financial
policies in its Long-Term Council Community Plan
(‘LTCCP’). Development contributions may be required
upon development if the Council has a Development
Contributions Policy in place.

Policies relating to development contributions are
controlled by the LGA 2002, which creates a framework for
managing the costs of growth (s106).

The Council first adopted this policy as part of its LTCCP
in June 2006 and it has been reviewed for inclusion in the
LTCCP from 1 July 2009.

Development contributions taken by the Council relate
directly to the assumed cost of development on current
and future infrastructure networks.

The purpose of the Development Contributions Policy
(‘the policy’) is to enable the collection of contributions
from developments for network infrastructure, community
infrastructure and reserves (these terms are defined in
Appendix B).

Contributions will be sought to meet the growth-related
capital expenditure for the following:

+  Water

+  Stormwater

+  Wastewater

+ Roading (including footpaths)

« Community Infrastructure

+  Reserves
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The Council may require contributions from development
where the effect, including the cumulative effect of
development, is to require new or additional assets or
assets of increased capacity and, as a consequence, the
Council incurs capital expenditure. This also includes
capital expenditure the Council has already incurred in
anticipation of growth. This capital expenditure must be
to provide for community facilities. These are specifically,
in accordance with the LGA2002, network infrastructure,
community infrastructure and reserves.

Development contributions will be used to fund the
provision of network and community infrastructure and
reserves as set out in the Council’s capital expenditure
programme, upon which development contributions are
calculated in accordance with Schedule 13 of the LGA
2002.

Funding Council’s capital expenditure driven by growth
with development contributions must be considered
alongside the Council’s other funding tools addressed in
Council’s Revenue and Financing Policy. Consideration
must be given to the matters set out in section 101(3)

of the LGA 2002 to ensure that the development
contributions are the most appropriate source of funding
for growth related capital expenditure.

Over the last few years Horowhenua District has seen an
increase in the number of new subdivision lots, building
consents and increases in property values. This is expected
to continue notwithstanding current market conditions
particularly given the relative affordability of Horowhenua
in relation to the surrounding areas.

The increase in development is part of a wider national
(and international) trend for people to seek a lifestyle

by the coast and also an increasing trend for rural/
countryside living. The growth that Horowhenua is
experiencing is largely migration driven. Some of this
growth may not show up in census data, as a proportion
of it is holiday/lifestyle homes rather than permanent
population.

In response to the continued growth the Council adopted
the Horowhenua Development Plan June 2008. This plan
sets out a growth strategy for the District for the next 20
years.

The Development Plan together with the consequent
review of the Council’s Asset Management Plans has

been used as the basis for the review of this Policy. In
addition the Council has initiated a review of the relevant
provisions of the District Plan to give effect to the relevant
portions of the Development Plan (ref Proposed Plan
Change 21).

Financial Contributions cannot adequately fund capital
expenditure costs incurred as a result of growth. The
Resource Management Act 1991 restricts the use of
financial contributions to the mitigation of environmental
effects. It is for this reason that the Council made the
decision in 2006 to establish a Development Contributions
Policy.

Development contributions under the LGA 2002 are
different from Financial Contributions under the Resource
Management Act 1991.

Councils require development contributions from
development to meet the capital expenditure for
community facilities resulting from growth, whereas
Councils take financial contributions from development
primarily in order to avoid, remedy or mitigate the adverse
effects of development activities on the environment.

As of July 2009 none of the financial contribution
provisions of the Operative District Plan will be applied.
Where development incurs expenditure external to

the site and these works were not anticipated in the

LTCCP then recovery of the cost of these works may be
considered as a resource consent condition. All other
Council capital expenditure potentially driven by growth is
considered under this Development Contributions Policy.

The Council considers that the Development Contributions
Policy fulfils both its growth management and funding
and financial policy obligations more comprehensively
than financial contributions under the District Plan.

Where financial contributions have previously been paid
on a subdivision this is recognised by way of a credit of
one unit of demand in respect of each new lot created.

There will not be and cannot be any ‘double-dipping’ such
that development contributions are collected from the
same development for the same purpose as a financial
contribution imposed as a condition of resource consent.



The Development Contributions Policy provides guidance
on the use of one option for the funding of Council capital
expenditure. The other options are rates or rates funded
debt or part funding through financial contributions.
Section 101 (3) of the LGA 2002 establishes a two-staged
process for consideration of the funding needs of Council.

The first stage in sub section (3)(a) is to consider the
funding sources to be used for each activity and the
rationale for their selection through consideration of -

() Community outcomes i.e.: the rationale for the service.

(ii) User/Beneficiary pays principle - often considered in
terms of an activity’s private or public benefits.

(i) Intergenerational equity principle, involving matching
funding sources to the period of benefits. Typically this
is a capital expenditure consideration relating to the
use of debt.

(iv) Exacerbator (or polluter) pays principle.

(v) Costs and benefits of funding the activity separately
from others.

The LTCCP identifies and details eight community
outcome areas for the Horowhenua District. The categories
of community outcomes are:

« Health

+ Education

+ Economic

+ Democracy

«  Culture

+  Environment
- Safety

« Social

Within these categories are a number of aims that

the funding of capital expenditure for growth from
development contributions will contribute towards. The
most relevant community outcomes are set out below
with reference in each case to the particular activity
funded by development contributions that contributes to
that outcome.

Health
(a) A community where all people have the opportunity to
enjoy long and healthy lives.

Activity: Roading, Water, Wastewater, Stormwater

Economic

(@) A community where all people have access to a range
of local business and employment opportunities.

(b) A community where all people have access to an
adequate standard of living.

Activity: Roading, Water, Wastewater, Stormwater,
Community Infrastructure, Reserves

Culture

(@) A community where all people share a strong local
heritage and identity and value cultural diversity and
development.

Activity: Community Infrastructure

Environment
(a) The natural and built environment in which people live
is sustainable.

Activity: Water, Wastewater, Stormwater, Reserves,

Social

(@) A community where all people enjoy constructive
relationships with others and are able to participate
fully with them in society.

Activity: Reserves, Community Infrastructure

The Council is concentrating its efforts and resources

on these community outcomes and considers that the
Development Contributions Policy, which will fund the
growth component of community facilities, is the best
funding and financial strategy to achieve these outcomes.
The Council considers its role in the provision of

water, stormwater, wastewater, roading, community
infrastructure, and reserves as part of its historic,

growth management and sustainable development
obligations to the District, of which neither individuals, the
community, the private sector or central Government can
appropriately fulfil.

11
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Subpagraphs (ii) - user / beneficiary pays, and sub section
(iv) Exacerbator pays above are particularly relevant

for development contributions. In light of these two
considerations, Council has established that, in principle,
the costs of growth should be met by those causing the
growth. The alternative is that funding growth costs
places a financial burden on existing ratepayers (through
rates).

This principle and its implications have been explicitly
considered in the development contributions credits
provisions for subdivisions prior to 1 July 2006 (section
7.1.7).

This principle suggests that costs should be fairly allocated
to the generation of users that benefit from the assets.
Council has allocated costs over the life of the assets,
which in many cases extends well beyond the ten-year
period of the LTCCP. Financing costs are not charged in
this policy meaning that future developers will receive

a financial benefit paid for by previous generations of
ratepayers.

For some assets Council collects fees in advance of their
construction in later stages of the ten-year LTCCP. In these
cases Council has considered the assets to be generally at
the limit of their capacity at the beginning of the ten-year
period. Fee payers in the early years of the LTCCP face a
delay in the delivery of the capacity they have paid for.

The consideration of the costs and benefits of funding
activities separately from others is a relevant consideration
for development contributions. Where potentially
recoverable growth costs are low the administration
efforts for development contributions may outweigh the
benefits of implementing a user pays principle.

Although new and/or improved infrastructure could

be funded by targeted rates imposed on the areas of
benefit, the Council considers development contributions
advantageous in so far as the collection of funds occurs at
the outset of development and is built into the real cost of
new subdivision or development.

Stage two in LGA 2002 101 (3) (paragraph (b)) is to
consider the overall impact of funding choices on the
community. The four well-beings (economic, social,
cultural and environmental) themes for a sustainable
future for the Horowhenua District, guide Council in
considering the combined impact of all development
contributions and making adjustments in the light of
considerations such as the impact on the attractiveness of
development in the District, or affordability for the general
ratepayer.

Particular well-beings that have been considered in
adopting the development contributions fees are:

Economic
» Increased economic activities as measured by a variety
of local economic indicators

Development is not made unattractive by development
contributions fees. Ratepayers are not unfairly burdened
subsidising development.

Social
» Sustained and sustainable urban growth focused on
specifically identified areas

Desirable development pathways are facilitated by fair and
equitable development contributions fees.

Environmental

« Urban environments with few, or no, neighbourhood
hazards, unsightly features or other detractions, which
have adequate amenities with good access, and
generous, attractive landscaping

Development contributions facilitate the provision of
appropriate infrastructure in growing communities.



6. Key assumptions

6.1 Growth assumptions - background

The background of recent growth in the District is
illustrated in the graph below.

Figure 1: Subdivisions applied for, new building
applications and new Certificates of Title 2001-2008.
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The following points should be noted in relation to the data:

» There is a consistent trend for growth indicated by the
number of subdivisions applied for

+ The trend for growth is corroborated by both the
number of titles issued and the number of building
consents approved

The areas where significant growth is expected (in order
of expected level of development activity noted in table
1) are:

« Levin

. Waitarere Beach
«  Rural

«  Foxton Beach

«  Ohau

AMENDED POLICIES

13



14

These areas are experiencing growth in residential sub-
divisions and lifestyle blocks. Some are located on the
coast, offering attractive beaches. Others offer countryside
living and rural lifestyle. Settlements like Foxton, Manakau
and Tokomaru have unique village characteristics that are
also part of the attraction.

6.2 Key growth assumptions

The growth assumptions for the asset management
plans underpinning the 2009 LTCCP and this policy are
drawn from the Horowhenua Development Plan June
2008. This plan has largely reconfirmed the long-term
growth projections established in the 2006 Development
Contributions Policy.

Despite declines in development activity during 2008,
these growth trends, averaged out over the ten years of
the LTCCP period continue to be considered reasonable.

The Horowhenua Development Plan forecasts a range of
120 to 150 new households per annum with a 50%/50%
split of this development between rural and urban
locations. Asset management plans assume a median level
of 135 additional households per year, or a total of 1,350
households over ten years, spread across the District as
shown in the following table.

Table 1.
Expected location of forecast annual average growth

Location Annual lots Total lots available
urban rural urban rural
Levin 30 5 1630 2050
Hokio Beach 2 2 180 60
Foxton 2 300
Foxton Beach 10 6 460 170
Shannon 1 2 64
Tokomaru 1 2 23
Waitarere Beach 13 9 470 172
Waikawa Beach 5 5 292
Manakau 1 2 48
Ohau 2 14 600 680
Rural 0 19
67 68 3,340 3,859




Non-residential growth has been assumed by Asset
Managers for the purpose of this analysis to be minimal
and not to require a specific allocation of growth capacity.
Where such growth occurs, it will consume some of the
capacity planned for residential growth, and shorten

the time before further assets are required and pay a
development contribution accordingly. Provisions for
calculating this contribution are set out in section 7.3.

Key growth assumptions and approaches are:

+ 1,350 new households will be developed over ten
years

«  For many of the water and wastewater assets
proposed, a wide range of specific design capacities
have been established in the asset management plans
based on a range of criteria including expected growth
in the District. These design capacities do not match
ten year growth expectations; rather, recovery of
growth costs from these assets is likely to occur over a
longer timeframe

«  Normal planned reticulation renewals are considered
overall to have 5% of their cost related to growth, in
those areas where growth is occurring. This is based
on the historical practice that in approximately 30%
of cases there will be an increase in diameter of the
pipe. This is an annual effect and the ten year cost
is allocated over the new lots expected over the ten
years. (This assumption applies to renewals for water
and wastewater reticulation)

«  Foranumber of asset types, asset managers have
provided for expected ten-year growth in the design
capacity for renewals. These assets include: sewage
treatment, stormwater drainage, footpaths and
roading

Detailed discussion of assumptions for asset management
planning is contained in Appendix D.

6.3 Other growth assumptions

Further growth assumptions relevant to the calculation of

development contributions are:

1. That the Growth Areas defined in the Horowhenua
Development Plan 2008 and used as the basis for
LTCCP asset management plans will take the major
share of the future land development, building
construction, and population growth of the District.

2. That 1 residential dwelling equates to 1 unit of
demand.

3. That 1 unit of demand is equivalent to ordinary
capacity for 2.5 persons.

4. That occupied and unoccupied developments are
treated as generating the same level of demand
for growth-related infrastructure in order to ensure
growth-related infrastructure is planned with sufficient
capacity to accommodate maximum usage when
unoccupied residential developments are fully
occupied (i.e. during the summer holiday period, etc.)

5. That a residential unit of less than 50m2 will incur a
diminished demand (refer to the last part of section
7.8).

6.4 Infrastructure and planning timeframe
assumptions

The benefits of the capital works projects identified will
extend in some cases beyond the 10-year timeframe used,
in line with the design capacity of the assets.

The design capacity for each asset has been identified

in asset management plans. In many cases the design
provision for growth is for a number of units of demand
that is significantly greater than the growth expected
over ten years. This is a result of new asset capacity being
supplied in stepped increases. Fees under this policy are
calculated by dividing growth costs over the full design
capacity. The implication of this approach is that Council
could wait a number of decades in some cases to fully
recoup the costs of growth while meeting associated
financing costs. An alternative approach considered but
rejected by Council is to spread the costs over a lesser
period (such as the ten years of the LTCCP) for reasons of
financial prudence.

Growth-related capital expenditure is based on the best
available knowledge at the time the current version of the
Policy was prepared. The data represents estimates only

of future scope of works and costs. These will be refined in
subsequent years as in some cases policies become clearer
and in others there is an improved knowledge of asset
specifications and costs.

Council recognises that planned growth related capital
expenditure must be undertaken or fees refunded.

15
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6.5 Growth affordability assumptions

It is assumed that managed growth within Horowhenua

is affordable and that the Council’s share, for example
contributions to trunk services, is able to be financed
predominantly through capital expenditure, supported by
development contributions in parallel with the Council’s
core business and other projects.

6.6 Community facilities built in anticipation of growth

The policy includes consistent and equitable contributions
towards existing community facilities built in anticipation
of growth. Fees will be collected from year one of the
policy. It is assumed that all works for which fees are
collected relate to facilities that are currently at capacity
and likely to suffer a decline in level of service until the
new capacity can be built.

6.7 Financial and administrative assumptions

Itis assumed that:

1. Theincome generated from rates or other sources will
be sufficient to meet the operating costs of capital
expenditure into the future. This assumption may
need to be reviewed if Council’s budget capacity
becomes increasingly constrained and development is
focused on the large number of properties subdivided
before 2006 for which fees are waived or reduced due
to the application of credits.

2. Methods of service delivery will remain substantially
unchanged.

3. Costs are allocated to growth on an average basis. For
example, if the works supply 10% growth capacity,
developers pay 10% of the costs. The alternative
marginal cost approach is not considered financially
prudent for Council.

4. The development contribution fees are calculated on
capital cost estimates in 2008 inflation-adjusted to the
future year in which they will be incurred.

5. The development contribution fees do not include
any charge for Council’s significant financing costs and
business risks incurred in providing infrastructure in
advance of development taking place.

6.8 Key risks
The key risks are:

1. That the growth assumptions are not met resulting
in delayed development and under-recovery of
development contributions and higher Council
interest costs than forecast.

That the costs of capital are greater than expected.

3. Council may under-collect fees if a significant amount
of the forecast growth takes place on the large number
of sites subdivided before 2006, which are exempt
from fees.

The following is the Schedule to the Development
Contributions Policy that is required under sections
201(2) and 202 of the LGA. The main points detailed in the
schedule are the contributions payable and the triggering
events for their payment.

7.1 Assets and development types requiring
Development Contributions

The policy (including exemptions below) applies to all
developments where a resource consent for subdivision,
building consent or authorisation for service connection is
granted after 30 June 2006.

Development contributions shall be required in respect of
new development in the form of money or land or both

at the Council’s discretion to meet capital expenditure

for growth for water, stormwater, wastewater, roading
(including footpaths), community infrastructure and
reserves according to the calculation of development
contributions set out in this section.

Development contributions taken by the Council

under this policy relate directly to the assessed cost

of development on current and future infrastructure
networks. The water, wastewater, stormwater, roading, and
reserve infrastructure integrated into the development of
any subdivision will continue to be required to be funded
directly by developers as a condition of subdivision
consent under the provisions of the RMA.



The requirement for a development contribution is
subject to the credits and review procedure provided for
in section 8.

Development contributions will not be required for water,

wastewater or stormwater where:

«  Thereis no service connection available to the
Council’s water, wastewater or stormwater networks
and the development can proceed without
this connection. If however the development
subsequently proceeds to connect to Council’s
infrastructure, then a development contribution fee
would be payable at that time

« Inaddition to any requirement for on-site works, the
applicant is required to complete or has elected with
the Council’'s agreement to complete, other off-site
works to provide water and wastewater facilities to
serve their development

The community infrastructure fee is not payable by non-
residential land uses.

7.1.1 Development contribution exemption for
subdivisions prior to 1 July 2006

Graduated development contributions exemptions will be
applied to developments (units of demand) on allotments
created by subdivisions that obtained resource consent
prior to 1 July 2006 that may in the future require building
consent or service connection authorisation.

A level of development contributions will be taken from
developments on land subdivided prior to 1 July 2006 as
Council has serviced and intends to service the demand
created by these developments by providing growth
infrastructure with the express intent of recovering growth
costs from developments.

Council’s decision to provide graduated exemptions
to such developments acknowledges that, whilst the
Council met its statutory consultation requirements in
the 2006 LTCCP, the development contributions policy
may not have been widely known or understood at
the time of subdivision and may not have been taken
into account in applicants’ investment decisions. The
graduated increments reflect a transition period from
the time when development contributions were not
required from subdivisions until 1 July 2006 when the

development contributions policy came into force. It also
recognises the increasing awareness, from those liable to
pay a development contribution, of an expectation that
development contributions are required at the time of
building consent or service connection.

In implementing this policy, the financial burden of
funding the development contributions revenue shortfall
will fall on existing ratepayers. However, this burden is
considered commensurate to the wider economic and
social benefits arising from development in the District.

The qualification criterion for this development
contribution exemption is the approval date on the
subdivision resource consent. That is, any subdivision
approved prior to 1 July 2006.

Developments on lots created by subdivisions that
obtained resource consent after 30 June 2006, and/or any
new buildings on them, or new connections to them, do
not qualify for any exemption.

The exemption is implemented through a development
contributions credit. The level of the credit is determined
as per the following table:

17
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Table 2: Development Contributions Exemption for
subdivisions prior to 1 July 2006

Time of Subdivision approval

Level of Development Contributions Exemption

On or after 1/7/2006

0% credit

Between 1/7/2004 and 30/6/2006 (inclusive)

20% credit (n/a where financial contribution paid)

Between 1/7/2003 and 30/6/2004 (inclusive)

40% credit

Between 1/7/2002 and 30/6/2003 (inclusive) 60% credit
Between 1/7/2001 and 30/6/2002 (inclusive) 80% credit
Prior to 1/7/2001 100% credit

A 100% credit is applied to developments on lots in
subdivisions that obtained resource consent prior 1
July 2001 as there was still some growth capacity in the
District’s network and community infrastructure, and
reserves, at that time and subdivisions did not create
demand for growth infrastructure.

Development contributions paid on developments to
which a partial credit applies will be required at the time of
building consent approval or service connection approval
and will be treated as any other developments for the
purposes of assessment and reviews.

A refund provision reflecting this exemption policy is set
outin section 8.4.

7.2 Statement on Goods and Services Tax (GST)

Development contributions required in the form of money
are stated exclusive of Goods and Services Tax (GST), but
GST will be added at the time of collection.

7.3 Units of demand

The Council has apportioned the cost of capital works
projects between additional capacity/growth and
improved level of service or renewals. The additional
capacity/growth component of capital expenditure has
been allocated to growth on the basis of units of demand
generated by new development only, which includes
additional development on existing sites.

Development contributions would not be incurred where
one unit of demand replaces a similar unit of demand on
a site.




The growth in units of demand over a 10 year period

for each community facility has been determined by
analysing data relating to the predicted number of new
lots, sub-divisions and new dwellings. The Development
Plan 2008 provides the background information for the
growth assumptions in this policy. That plan is being
given effect to in part through amendments to the District
Plan (Proposed Plan Change 21) and a review of Council’s
Asset Management Plans. From this work, an estimate of
potential households, the basis of the unit of demand,
has been made for the District as a whole as well as
individual areas. The number of units of demand used

to calculate the development contribution fee in relation
to each specific growth related capital works to provide
community facilities are based on the lower of growth
predictions, land capacity or asset capacity.

Units of demand for residential development

For residential subdivision, each allotment in addition

to the original allotment will be assessed as one unit of
demand. For residential development on existing sites, any
additional residential dwelling (as defined in the District
plan) over and above that on the site at time of application
will be assessed as one unit of demand.

Units of demand for non-residential development
Non-residential developments will be assessed on the
demand that they create except that accessory buildings
(as defined in the District Plan) associated with primary
production activities in the rural zone will not be liable for
a development contribution unless a new connection to
the Council water, wastewater or stormwater infrastructure
is imposed as a condition of Resource or Building Consent
or is requested by the applicant.

Where the physical scope of development is known for

a non-residential development, the number of units

of demand generated by the development will be
determined using the following conversion factors based
on gross floor area (GFA) of the development.
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Table 3: Non-residential demand conversion factors

Activity Conversion factor

Roading 0.3 units of demand per 100m? GFA
Water and wastewater 0.3 units of demand per 100m? GFA
Stormwater 0.3 units of demand per 100m? GFA

Appendix D contains the assumptions underlying the
above conversion factors.

Where the level of demand diverges significantly from
the above, Council may require the developer to provide
a special assessment of the units of demand. Developers
may also elect, at their own cost, to provide a special
assessment.

In calculating development contributions for non-
residential development, a minimum of 1 unit of
demand for each relevant activity will be charged for

all development that is not an extension of an existing
building. In the case of extensions, development
contributions calculated at less than one unit of demand
may be charged.

It is possible under this policy that a non-residential
development may pay a development contribution fee
for a single unit of demand at the point of subdivision. At
the subsequent time of building or service connection
consent; further fees may be assessed and payable if

the actual units of demand are greater than previously
assessed at subdivision.

Non-residential development will not pay a development

contribution for community infrastructure or parks and
reserves.

AMENDED POLICIES



7.4 Triggers for the payment of development
contributions

A development contribution shall be payable upon
qualifying developments* when -

(a) A resource consent for subdivision is granted under
the Resource Management Act 1991; or

(b) A building consent is granted under the Building Act
2004; or

(c) An authorisation is granted for a service connection -

whichever is the sooner.

* Note 1: A qualifying development is a
development within the meaning of section 197 of
the Local Government Act 2002 that generates a
demand for water, stormwater, wastewater, roading,
or community infrastructure, or reserves.

A development becomes a qualifying development
when it satisfies the following steps:

Step 1:Is the subdivision or development a
“development”i.e. does it generate a demand for
reserves or infrastructure? (s197 LGA)

Step 2: Does the development (either alone or
cumulatively with other developments) require new
or additional assets or assets of increased capacity to
provide for water, stormwater, wastewater, roading
or community infrastructure, or reserves which

will cause the Council to incur capital expenditure
(s.199(1) LGA) or has already caused the Council

to incur capital expenditure for the development?
(s.199(2) LGA)

Step 3:Is there an alternative source of funding?
(s200 LGA)

* Note 2: no certificate under Section 224 of the
Resource Management Act or Code Compliance
Certificate under the Building Act shall be granted
until the development contribution in whole, or for
any stage to which the certificate relates, has been
paid. No new connection shall proceed until the
Development Contribution is paid.

The invoice for the Development Contribution shall be
issued:

1. In the case of subdivision, at the time of application for
certification under section 224 of the RMA.

2. Inthe case of a building consent, at the time of
granting of the building consent.

3. Inthe case of a new connection, at the time of
approval of the new connection.

The invoice shall become due for payment at the above
time unless alternative arrangements are agreed on in
writing with the Council.

7.5 Capital expenditure for community facilities

Community facilities include network infrastructure,
community infrastructure and reserves.

Development contributions will only be required to meet
the additional capacity / growth components of capital
works projects, with the Council funding from other
sources any renewals or improved level of service to
existing development.

Development contribution fees are collected for both
historic capital expenditure completed between 2006 and
2009 and future ten year capital expenditure under the
LTCCP.

The Council will spend all collected contributions

on the asset classes for which they are collected.
Horowhenua District has been divided into twelve
collection catchments. Development contributions for
roading (excluding footpaths), community infrastructure
and reserves will be taken on a District-wide basis.
Contributions for footpaths will be based on the three
urban areas where footpaths are to be built. Stormwater
will be based on urban areas only being the only areas so
serviced .

21



The table below summarises:

« The total estimated expenditure on capitalised works
over the next ten years, and

«  The proportion of total estimated expenditure on
capitalised works that is attributable to meeting
increased demand for community facilities resulting
from growth.

Table 4: 10-year estimated total capitalised
expenditure and funding for growth

Community facility

Total estimated

Component attributable

capitalised works to growth'’
Water $23,495,146 $6,239,687
Stormwater $2,646,194 $990,194
Wastewater' $33,132,029 $7,753,979
Roading? $14,157,077 $11,186,097
Community Infrastructure $19,419,033 $1,941,905
Reserves? $2,178,525 $854,875
TOTAL* $95,028,004 $28,966,737

Notes:

! Capital expenditure is calculated net of any Government
subsidy so only Council growth capital expenditure is
collected.

2The component of the capitalised works attributable to
growth is net of expenditure related to levels of service
rather than to growth. In respect of roading the growth
capital expenditure is net of funding assumed from New
Zealand Transport Agency.

3 In addition, subdivisions fronting a waterway may also
have to provide an esplanade reserve or strip under the
District Plan.

* Total excludes capital expenditure on support services.

® Total identified growth expenditure. However, this
amount will not be fully recovered due to the exemptions
policy set out in section 7.1.1.
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7.6 Catchments

The Council considers it appropriate that development
contributions are required from developments on a
District-wide basis in the funding of growth-related capital
expenditure for roading, community infrastructure and
reserves, and on a catchment basis for water, stormwater
and wastewater.

The Council sees roading as a District-wide network
service. Growth related capital expenditure for roading

is designed to accommodate the effects of having more
vehicles on the road. Part of the capital expenditure for
roading is a direct result of growth, which necessitates
expansion of, or capacity improvements to, the roading
network across the District. Development causes the need
for growth related capital expenditure.

The Council runs a number of schemes across the District
for water supply, stormwater and wastewater. Growth
related capital expenditure improvements on those
activities would generally have benefits mainly related to
those people within the service area of those schemes.
For this reason, development contributions for water,
stormwater and wastewater are collected on the basis of
catchments. Only those areas that will benefit are required
to pay a development contribution.

Community infrastructure and reserves are a network of
facilities providing benefit to the whole District. They are
facilities that are available for use by everyone. The Council
considers that these facilities are a public good and that
new development should contribute towards them

on a District-wide basis to the extent that the need for
expanded or new facilities arises from growth.

At this stage development contributions for community
infrastructure and reserves will not be levied upon non-
residential developments as it is considered that they will
only receive a limited benefit from these facilities.

Where there is no benefit, for example no wastewater
connection, no development contribution for that
particular community facility will be required.

Capital expenditure for reserves includes acquiring

open space and development on existing reserves (e.g.
walkways and landscaping). Reserve development

costs such as planning, fences, tracks and playground
equipment are accounted for in the reserves development
contribution. Community infrastructure encompasses the
construction of more substantial facilities such as pools.

7.7 Policy updates

Itis the intention of the Council to update the
Development Contributions Policy from time to time to
take account of:

«  Any changes to the significant assumptions to the
Development Contributions Policy (refer to section 6
of this policy).

«  Any changes in policy as the Council deals with
growth issues (eg: the Horowhenua Development
Plan).

« Any changes in the capital works programme for
growth (at least every three years in conjunction with
the LTCCP).

+  Changes in the estimate of total units of demand
expected over a 10-year period or the expected design
capacity of specific assets.

«  Any changes in the pattern and distribution of
development in the District.

+  Theregular reviews of the Revenue and Financing
Policy, in the LTCCP.
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7.8 Calculation of Development Contributions required
from Development

The total development contribution payable for each
activity on any qualifying development is determined by
multiplying the Development Contributions Rate per Unit
of Demand (see table 11) by the greater of the Total Units
of Demand for the development (see section 7.3).

These figures will be adjusted, using the Statistics New
Zealand Capital Goods Price Index, annually on the 1st July
of each year to account for inflation.

To determine the total development contribution payable
when considering an application for subdivision or
development, the Council shall, after having determined
that it is a qualifying development:

(@) Identify the area in which the development is located
in using the maps in Appendix A

(b) Identify the development contribution per unit of
demand for each activity by using Table 11 (refer
section 7.9) as applicable to that development

(c) Identify the units of demand relevant to the particular
development (refer section 7.3).

(d) multiply the development contribution rate by the
total units of demand for each applicable activity.

In respect of a sleep out/family flat the following shall
apply:

1. For sleep outs/family flats from 10sq.m. up to 25sq.m.
a contribution of 25% of the maximum shall apply.

2. For sleep outs/family flats of between 25sq.m. and
50sg.m. a contribution of 50% of the maximum shall
apply.

3. The above shall apply to any unit in a residential zone
that has a direct or indirect connection for water
and wastewater (regardless of whether a kitchen is
provided or not) and, to any such unit in a rural zone.

4. The above shall not apply to any unit within an
existing dwelling that has direct internal access into
the dwelling (not via garage).

For the purpose of this policy a sleepout and/or family
flat and/or granny flat is any dwelling, or habitable
portion of a building, of less than 50m2 gross floor area
(excluding covered verandahs) which contains a kitchen
and bathroom and can be used for residential activity as
defined in the District Plan.

The detailed calculation of the development contribution
payable for each community facility (water, wastewater,
stormwater, roading, community property and reserves)

is set out below (subsections 7.8.1 to 7.8.6) for each
catchment, including District-wide fees. This identifies the
expenditure already incurred to meet anticipated growth
demand (historic growth capital expenditure) and growth
capital expenditure that is planned to be incurred in
accordance with the LTCCP. The total fees are summarised
in Table 11 (refer to section 7.9).

7.8.1 Water

The development contributions payable for water will be

calculated by:

DC=AxB

Where:

A = the sum of historic and LTCCP development
contribution fees per unit of demand for the
catchment or catchments in which the development
falls, and

B = the number of units of demand generated by the
development calculated according to section 6.

Table 3 should be consulted when calculating the
number of units of demand generated by non-residential
developments.



Table 5a: Development Contributions for Water

(Historic)

Planning Area

Historic growth capital

Total Units of Demand

Development Contribution per

Catchment of Benefit expenditure Unit of Demand
Foxton Beach $236,550 660 $357
Levin General $186,487 | Various asset capacities $139

Table 5b: Development Contributions for Water (LTCCP)

Planning Area

LTCCP growth capital

Total Units of Demand

Development Contribution per

Catchment of Benefit expenditure Unit of Demand
(inflation adjusted)

Tokomaru $28,000 30 $970

Tokomaru Greenbelt $144,000 23 $7,601

Foxton $57,930 40 $1,742

Foxton Beach $897,438 | Various asset capacities $2,170

Levin General $4,369,278 | Various asset capacities $4,600

Levin Greenbelt

Levin North

Ohau $320,000 128 $7,738

The dollar figure in the “Development Contribution per Unit
of Demand” column is the rate of development contribution

required for water on a catchment basis applicable to the
development as listed in Tables 5a and b. To determine if a

site or development falls within the planning areas listed in
the table above refer to Appendix | (Planning Maps).

7.8.2 Stormwater

The development contributions payable for stormwater

will be calculated by:
DC=AxB

AMENDED POLICIES
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Table 7a: Development Contributions for Stormwater
(Historic)

Catchment of benefit Historic growth capital Total Units of Demand | Development Contribution
expenditure per Unit of Demand
Foxton Beach $806,194 960 $840

Table 7b: Development Contributions for Stormwater
(LTCCP)

Catchment of benefit LTCCP growth capital

expenditure

Total Units of Demand

Development Contribution
per Unit of Demand
(inflation-adjusted)

Urban areas $184,000

670

$339

The dollar figure in the “Development Contributions

per Unit of Demand” column is the rate of development
contribution required for stormwater on a catchment basis
applicable to the development as listed in Tables 7a and

b. To determine if a site or development falls within the
planning areas listed in the table above refer to Appendix
A (Catchment Maps).

7.8.3 Waste Water
The development contributions payable for wastewater
will be calculated by:

DC=AxB

Table 6a: Development Contributions for Wastewater
(Historic)

Catchment of benefit Historic growth capital

expenditure

Total Units of Demand

Development Contribution
per Unit of Demand

Foxton Beach $551,131

944

$584

Waitarere Beach $536,958

Various asset capacities

$814




Table 6b: Development Contributions for Wastewater

(LTCCP)
Catchment of benefit LTCCP growth capital Total Units of Demand | Development Contribution
expenditure per Unit of Demand
(inflation-adjusted)
Foxton $61,380 40 $1,846
Foxton Beach $2,051,000 | Various asset capacities $3,952
Levin General $2,053,510 | Various asset capacities $2,895
Levin Greenbelt $950,000 750 $1,316
Levin North $180,000 634 $368
Waitarere Beach $1,370,000 Various asset capacities $2,433

The dollar figure in the “Development Contributions
per Unit of Demand” column is the rate of development
contribution required for wastewater on a catchment basis

applicable to the development as listed in Tables 6a and
b. To determine if a site or development falls within the
catchment listed in the table above refer to Appendix A

(Catchment Maps).

7.8.4 Roading

The development contributions payable for roading will

be calculated by:
DC=AxB

Table 8a: Development Contributions for Roading

(Historic)

Catchment of benefit

Historic growth capital
expenditure

Total Units of Demand

Development Contribution
per Unit of Demand

‘ District-wide

$920,309

Various asset capacities

$695

Table 8b: Development Contributions for Roading

(LTCCP)

Catchment of benefit

Historic growth capital
expenditure

Total Units of Demand

Development Contribution
per Unit of Demand
(inflation-adjusted)

Shannon, Foxton, Levin $29,233 330 $105
General and Levin North

(Urban areas)

District-wide $10,236,555 Various asset capacities $2,018
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The dollar figure in the “Development Contributions

per Unit of Demand” column is the rate of development
contribution required for roading on a catchment basis
applicable to the development as listed in Tables 8a and
b. See Appendix A (Catchment Maps).for the definition of
these catchments.

7.8.5 Community property

The development contributions payable for community
property will be calculated by:

DC=AxB

Table 9a: Development Contributions for Community
Infrastructure (Historic)

Catchment of benefit Historic growth capital Total Units of Demand | Development Contribution
expenditure per Unit of Demand
District-wide $1,660,354 Various asset capacities $1,196

Table 9b: Development Contributions for Community
Infrastructure (LTCCP)

Catchment of benefit LTCCP growth capital Total Units of Demand | Development Contribution
expenditure per Unit of Demand

(inflation-adjusted)

District-wide $280,000 Various asset capacities $68

The dollar figure in the “Development Contributions

per Unit of Demand” column is the rate of development
contribution required for community infrastructure on a
catchment basis applicable to the development as listed
in Tables 9a and b. See Appendix A (Catchment Maps) for
the definition of these catchments.

7.8.6 Reserves

The development contributions payable for reserves will
be calculated by:

DC=AxB

Unless this calculation exceeds 7.5% of the value of the
additional allotments created by a subdivision and the
value equivalent of 20 square metres of land for each
additional household unit created by the development, in
which case the lesser figure will apply.




Table 10a: Development Contributions for Reserves

(Historic)
Catchment of benefit Historic growth capital Total Units of Demand | Development Contribution
expenditure per Unit of Demand
District-wide $717,975 1,325 $542

Table 10b: Development Contributions for Reserves

(LTCCP)
Catchment of benefit LTCCP growth capital Total Units of Demand | Development Contribution
expenditure per Unit of Demand
(inflation-adjusted)
District-wide $136,900 1,350 $122

The dollar figure in the “Development Contributions
per Unit of Demand” column is the rate of development
contribution required for reserves on a District-wide
basis applicable to the development as listed in

Tables 10a and b.

7.9 Summary of methodology results

The total fees set out in Table 5 below combine the
contributions for both historic investment (2006 — 2009)
and ten-year future capital expenditure anticipated in the

2009-19 LTCCP.

AMENDED POLICIES
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Table 11: Summary of Development Contributions per
unit of demand by asset type

Water | Wastewater | Stormwater Roading Reserves .Community Total
infrastructure | (excl GST)
Tokomaru $970 $0 $339 $2,702 $664 $1,265 $5,940
Tokomaru
greenbelt $8,570 $0 $0 $2,702 $664 $1,265 $13,201
Shannon $0 $0 $339 $2,807 $664 $1,265 $5,075
Foxton $1,742 $1,846 $339 $2,807 $664 $1,265 $8,663
Foxton Beach $2,527 $4,536 $1,179 $2,702 $664 $1,265 $12,873
Levin general $4,739 $2,883 $339 $2,807 $664 $1,265 $12,697
Levin greenbelt $4,739 $4,199 $0 $2,702 $664 $1,265 $13,569
Levin North $4,739 $3,251 $339 $2,807 $664 $1,265 $13,065
Ohau $7,877 $0 $339 $2,702 $664 $1,265 $12,847
Waitarere Beach $0 $3,247 $339 $2,702 $664 $1,265 $8,217
Other urban $0 $0 $339 $2,702 $664 $1,265 $4,970
Rural $0 $0 $0 $2,702 $664 $1,265 $4,631

7.10 Reserves

Section 203 of the LGA states that development
contributions for reserves must not exceed the greater of
7.5% of the value of the additional allotments created by
a subdivision or the value equivalent of 20 square metres
of land for each additional household unit created by the
development. The development contribution for reserves
has been based on actual planned expenditure on
reserves. The amount payable will be the lesser of:
«  The development contribution set above, or
«  7.5% of the value of the additional allotments created
by a subdivision, or
«  The value equivalent of 20 square metres of land
for each additional household unit created by the
development.

The basis on which the value of additional allotments or
land is assessed for the purposes of s203(1) of the LGA will
be land value assessed by the Council.




Contributions for reserves are calculated in the same way
as the other community facilities. That is, the total growth
related capital expenditure divided by the number of
estimated growth units of demand. Section 203 means
that the amount of money or land taken cannot exceed
the maximums set out above. The money or land taken
will be capped according to section 203. However, it is
unlikely that the contribution required for reserves would
ever exceed the maxima set out. Land taken for a reserve
contribution will be converted to a value equivalent and
this amount will be credited against the total reserves
development contribution.

Development contributions for reserves can be paid in
land, money or a combination of the two at the discretion
of the Council provided that no land taken as a reserve
development contribution shall accrue a credit against
future development without the written agreement of the
Council and shall apply only to further development of
other land of the same developer immediately adjoining
or adjacent to the land development on which the
development contribution was levied.

Land is likely to be preferred where:

«  The provision of new reserves is to be part of a
subdivision and the land proposed is considered
suitable by the Council for the purpose

Money is likely to be preferred where:

« Itisimpractical to take land, or

«  There is sufficient developed reserve land in the
vicinity, or

«  There are recreation needs elsewhere in the
community

Separate provisions for esplanade reserves as provided for
by Section 229 of the Resource Management Act 1991 are
contained in the District.

8. Credits, reviews and refunds

The following is the Council’s credit, review and refund
procedure for development contributions.

The Council may by resolution delegate any function in
this section to a committee or officers.
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8.1 Credits

A credit might be assumed where either some form of
contribution to growth capital expenditure has been paid
for a site or where the development of the site does not
result in an increase in the units of demand having regard
to the prior use of the site.

Development contributions will be required on qualifying
development over and above that existing at the time of
an application, which creates additional units of demand
as assessed by the Council according to section 7 of this
policy.

Where a development will result in a reduction in the units
of demand existing on the site at the time of application,
the credit will remain with the site and not be payable to
the applicant by the Council.

The Council will consider credits towards a requirement for
development contributions on a case-by-case basis taking
into account the following matters:

1. The level of existing development on the site. Where
the site is already developed for multiple uses the
Council will have regard to the average intensity
of those uses and the overall impact of the new
development on infrastructure and reserves as
compared to those pre-existing uses.

2. Monies paid and/or works undertaken and/or land set
aside by prior:

(i) Financial contributions taken in respect of the
same development under the District Plan for
capital expenditure for the same purposes as the
development contribution.

(i) Written agreement with the Council.

(iii) Development contributions.

The units of demand applicable in the calculation of a
development contribution required on a development
shall be assessed by the Council at the time of grant of
subdivision or building consent or service connection
authorisation. The units of demand may be re-adjusted
prior to the issue of a section 224 Resource Management
Act 1991 certificate in the case of subdivision, or prior to
the issue of resource consent, building consent or service

connection as applicable, in the case of a development.
The rate of development contribution will remain the rate
payable at the time the relevant consent or authorisation
was granted.

This is to allow for units of demand for which development
contributions may have previously been paid over and
above credits provided for in this policy. That is, the
Council in its assessment will make adjustment, to avoid
potential double counting of development contributions
required on the development.

The exemptions policy outlined in section 7.1.1 is a
separate provision and should be applied prior to any
credit given under the guidelines in this section (8.1).

Credits shall generally not be transferable to another site
and shall not be where the site lies outside the relevant
activity catchments.

8.2 Reviews

An applicant may formally request the Council to
review the development contributions required on the
development concerned.

Any such request shall be made by notice in writing to
the Council within 15 working days after the Council has
advised in writing of the development contributions
required on the development. An application for review
must set out the reasons for the request.

In undertaking the review:

+  The Council shall as soon as reasonably practicable
consider the request

+  The Council may determine whether to hold a hearing
for the purposes of the review, and if so, give at
least 5 working days notice to the applicant of the
commencement date, time, and place, of that hearing

+ The Council may, at its discretion, uphold, reduce,
postpone or cancel the development contribution/s
required and shall communicate its decision in
writing to the applicant within 10 working days of any
determination or hearing



In making its decision the Council may take into account:

1. The Development Contributions Policy.
The Council’s Revenue and Financing Policy.
The extent to which the value and nature of any
works proposed by the applicant reduces the need
for works proposed by the Council in its capital works
programme.

4. The level of any existing development on the site.
Where the site is already developed for multiple
uses the Council will have regard to the average
intensity of those uses and the overall impact of the
new development on infrastructure and reserves as
compared to those pre-existing uses.

5. Cancellation should only be considered in
extraordinary or unique circumstances.

6. Postponement may be considered where the
contribution has been correctly assessed but the
individual or particular circumstances may justify a
postponement of payment.

7. Reduction of Contribution may be allowed where,
with regard to the development being proposed, a
partial credit is reasonable or where the impact of the
unit of demand on infrastructure is demonstrably and
permanently less than that of a full unit of demand, or,
where there are special and particular circumstances
involved that warrant consideration notwithstanding
that the assessment of the quantum is correct.

8. Any other matters the Council considers relevant.

In taking the above matters into account consideration
may be given to any one or more of the following:

I. Has the policy been incorrectly interpreted?

Il. Has the policy been incorrectly applied?

lIl. Are there are special personal/individual circumstances
where the exercise of discretion is considered
appropriate (e.g. demonstrable financial hardship or
current contractual obligations)?

IV. Are the Development Contributions a material cost
not reasonably foreseen and budgeted for when
the property was subdivided, purchased and/or
development decisions were made?

V. s the quantum of the unit of demand demonstrably
and permanently less than for a full unit of demand?

VI. Are there are demonstrable and permanent charitable
purposes involved?

VII. Has there been, during the transition period following
the introduction of the policy, a material delay
between issue of the consent and assessment of the
Development Contribution?

Vlil.Has there been, for whatever reason, a material delay
leading to demonstrable financial difficulty paying the
contribution?

8.3 Procedure for consideration of application for
credit or review

In brief the steps involved are as follows:

1) Application for credit or review received.

2) Determination as to whether it is out of time or not.

3) Determination as to whether a hearing is needed or
not.

4) Decision on the application as to whether to uphold,
reduce, postpone, or cancel any contribution due.

Out of time applications

Where an application is received out of time the
Environment and Regulatory Services Manager will make
a decision on whether to allow it, in consultation with
either the Chief Executive and/or the Chair of the Hearing
Committee.

Applications that are out of time will be considered if
there are special or unusual circumstances involved such
as persons being on holiday, unable to respond due toiill
health, or where a change of address has taken place. The
Council/Officers will exercise reasonable judgement in
such matters.

If it is determined that the application should be allowed
to proceed then it will be processed in accordance with
the procedures and principles as follows.
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Applications for credit

Applications for a credit shall generally be considered

and decided upon by Officers, but may be referred to the
Hearing Committee by the Chief Executive in consultation
with the Chair of the Hearing Committee, or their
respective nominees.

Applications for review

The decision whether to convene a hearing or not shall
rest jointly with the Chief Executive and the Chair of the
Hearing Committee, or their respective nominees.

The general principle on which such decisions will be
made will be whether the application for a review raises
any matter on which it is considered desirable to obtain
the guidance of elected members. Such matters include:

« The possibility that policy may be legally flawed and
consequently vulnerable to challenge in any judicial
review; or

+ The possibility that the policy has not been correctly
interpreted and/or applied

« The application raises matters not previously
considered on which it is appropriate to obtain
guidance; or

« There are other specific matters that warrant
consideration by the Hearing Committee

Note: Applications of a similar nature need not be
repetitively referred to the Hearing Committee and officer
decisions may be made in reliance on previous committee
decisions.

Decisions on whether to refer an application to a hearing
or not shall be subject to the precautionary principle. That
is, in cases of disagreement or doubt, the application shall
be referred to the Hearing Committee.

Where an application is to be heard by the Hearing
Committee it shall be referred to the Committee in the
normal format. Officers will obtain legal advice for this
purpose if they consider it necessary to do so.

Any applications which do not meet any of the above
tests will be determined jointly by the Chairperson of the
Hearing Committee and the Chief Executive having due
regard to the matters listed above.

8.4 Refunds

A development contribution paid or land set aside for

a development contribution may be returned in the
circumstances set out in sections 209 and 210 of the Local
Government Act 2002.

Section 209 specifies that refunds are payable to the
consent holder. Consents typically transfer with the sale
of land to the new owner. The costs of development
contribution fees are also considered to have been
factored into the sale price of land. Refunds will therefore
be paid to the owner at the time of the refund.

Developments consisting of new dwellings or new
connections occurring between 30 June 2006 and 30 June
2009 that would have been eligible for an exemption
under the 2009 policy (see 7.1.1) are eligible for a refund
where a development contribution has been paid under
the 2006 policy. Council will refund the amount of

the development contribution paid that exceeds the
development contribution payable when the credit set out
in Table 2 is applied. Refunds are processed on application.

This refund provision ensures that the exemption policy
applies equally to past and future eligible developments.
This provision does not allow refunds on financial
contributions under the District plan paid on such
properties.

Before refunding money or returning land the Council will
assess and may retain any costs incurred by it in relation
to the development or building and its discontinuance in
accordance with section 209(2), or the value equivalent

of the cost of refunding the money or returning the land
pursuant to section 210(2). However, in the case of refunds
where the exemption outlined in section 7.1.1 has been
applied for, no costs will be retained and the consent
holder will receive the full value of the refund as set out
above. Interest will not be paid on refunds.



Appendix A:
Planning maps - Horowhenua
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Appendix B:

Activity Has the same meaning set out in section 5 of the Local Government Act 2002 as below:
5 Interpretation
(1) Inthis Act, unless the context otherwise requires -
activity means a good or service provided by, or on behalf of, a local authority or a Council-
controlled organisation and includes -
(@) the provision of facilities and amenities
(b) the making of grants
(c) the performance of regulatory and other governmental functions
Community Has the same meaning set out in section 5 of the Local Government Act 2002 as below:
facilities 5 Interpretation
(1) In this Act, unless the context otherwise requires -
community facilities means reserves, network infrastructure, or community infrastructure
for which development contributions may be required in accordance with section 199
Community Has the same meaning set out in section 197 of the Local Government Act 2002 as below:
infrastructure 197 Interpretation
In this subpart -
community infrastructure means-
(a) land, or development assets on land, owned or controlled by the territorial authority to
provide public amenities, and
(b) includes land that the territorial authority will acquire for that purpose
Developer Means:

Any person who has been granted a resource consent, building consent or service connection
authorisation for a qualifying development by the Council.

Development

Has the same meaning set out in section 197 of the Local Government Act 2002 as below:
197 Interpretation
In this subpart -
development means -
(a) any subdivision or other development that generates a demand for reserves, network
infrastructure or community infrastructure, but
(b) does not include the pipes or lines of a network utility operator




Development
contribution

Has the same meaning set out in section 197 of the Local Government Act 2002 as below:
197 Interpretation
In this subpart -
development contribution means a contribution -
(a) provided for in a development contribution policy included in the long-term Council
community plan of a territorial authority, and
(b) calculated in accordance with the methodology, and
() comprising -
(i) money, or
(i) land, including a reserve or esplanade reserve (other than in relation to a subdivision
consent), but excluding Maori land within the meaning of Te Ture Whenua Act 1993, unless
that Act provides otherwise, or
(i) both

Development
Contribution Policy

Has the same meaning set out in section 197 of the Local Government Act 2002 as below:
197 Interpretation
In this subpart -
development contribution policy means the policy on development contributions
included in the Long Term Council Community Plan of the territorial authority under
section 102(4)(d).

Household unit

A building or part of a building intended to be used as an independent residence and includes
any apartment, townhouse, retirement unit, dwelling unit, flat, family flat (as defined in the
District Plan) sleep out, or home unit.

Goods and Services
Tax (GST)

Means goods and services tax under the Goods and Services Tax Act 1985 or any legislation
substituted for the same.

Gross Floor Area

Means the sum of the gross area of the floors of all buildings on the site, measured from

the exterior faces of exterior walls, or from the centre lines of walls separating two abutting

buildings or, in the absence of walls, from the exterior edge of the floor but excluding:

(a) Car parking, vehicle access and manoeuvring areas/ramps

(b) Pedestrian facilities approved by the Council which are open to the public, are accessed
directly from a public place and have an overhead clearance of not less than 3m

(c) Space for stairs, ramps, walkways, escalators and elevators

(d) Plant and equipment enclosures on the roof

(e) Mezzanines not available to the public
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Growth areas

Means:
The planning areas shown and described on the maps contained in Appendix A.

Network Has the same meaning set out in section 197 of the Local Government Act 2002 as below:
infrastructure 197 Interpretation
In this subpart -
network infrastructure means the provision of roads and other transport, water,
wastewater, and stormwater collection and management
Reserves Has the same meaning set out in section 2 of the Reserves Act 1977.
Roading Has the same meaning as “road” as set out in section 315 of the Local Government Act 1974.

Service connection

Has the same meaning set out in section 197 of the Local Government Act 2002 as below:
197 Interpretation
In this subpart -
service connection means a physical connection to a service provided by, or on behalf of,
a territorial authority

Site Means:
An area of land which complies with the provisions of the District Plan, as regards minimum
frontage and configuration, and which (being all the land comprised in one Certificate of Title)
may be disposed of separately.

Stormwater Stormwater drainage and any associated infrastructure.

Units of demand

Means:

The units of measurement by which the relative demand for a community facility generated by
an activity can be assessed, and which are a single residential allotment, a single dwelling unit
or as set out in Appendix D for non-residential development.

Vacant lot Means:
A site that does not contain any building or. development of a kind where an application for
resource consent or building consent for that building or development would give rise to a
development contribution requirement under this Policy.

Wastewater Means sewerage, treatment and disposal of sewage and all associated infrastructure.

Water Means Water Supply which has the same meaning set out in section 124 of the Local

Government Act 2002 as below:

124 Interpretation
In this part -
water supply means the provision of drinking water to communities by network
reticulation to the point of supply of each dwelling house and commercial premise to
which drinking water is supplied.




Appendix C:

The following table sets out the requirements under

the Local Government Act 2002 for the preparation of

a Development Contributions Policy. The sections of

the Development Contributions Policy that satisfy the
requirements in the Local Government Act 2002 are noted
in the second column.

It is considered that the Development Contributions Policy
achieves full compliance.

Schedule of IGA 2002 compliance

PROVISION OF LGA 2002

SECTION OF DEVELOPMENT
CONTRIBUTIONS POLICY

Section 106(2)(a): summarise and explain the capital expenditure required
identified in the long-term Council community plan that the local authority
expects to incur to meet the increased demand for community facilities resulting
from growth.

7.0 - Schedule to Development
Contributions Policy: Capital
Expenditure for Community Facilities

Section 106(2)(b): state the proportion of that capital expenditure to be funded
by development contributions; financial contributions; other sources of funding.

7.0 - Schedule to Development
Contributions Policy: Capital
Expenditure for Community Facilities

Section 106(2)(c): explain, in terms of the matters required to be considered
under section 101(3), why the local authority has determined to use these
funding sources to meet the expected capital expenditure.

Section 101(3): The funding needs of Council must be met from those sources
that the local authority determines to be appropriate, following consideration of -

Section 101(3)(a): in relation to each activity to be funded -

Section 101(3)(a)(i): the community outcomes to which the activity primarily
contributes

Section 101(3)(a)(ii): the distribution of benefits between community as a whole,
any identifiable part of the community, and individuals.

Section 101(3)(a)(iii): period in or over which those benefits are expected to
occur.

Section 101(3)(a)(iv): the extent to which the actions or inaction of particular
individuals or a group contribute to the need to undertake the activity.

Section 101(3)(a)(v): the costs and benefits, including consequences for
transparency and accountability, of funding the activity distinctly from other
activities.

Section 101(3)(b): the overall impact of any allocation of liability for revenue
needs on the current and future social, economic, environmental, and cultural
well-being of the community.

5.0 - Community Outcomes

5.0 - Distribution of Benefits

5.0 -Timeframe

5.0 - Role of Council
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Section 106(2)(d): identify separately each activity or group of activities for
which a development contribution will be required, and in relation to each
activity or group of activities, specify the total amount of funding to be sought by
development contributions.

7.0 - Schedule to Development
Contributions Policy

Section 106(3): If development contributions are required, the local authority
must keep available for public inspection the full methodology that demon-
strates how calculations for those contributions were made.

APPENDIX E.

Section 201(1)(a): an explanation of, and justification for, the way in which each
development contribution in the [Schedule to Development Contributions Pol-
icy] is calculated

7.0 - Schedule to Development
Contributions Policy AND APPENDIX E.

Section 201(1)(b): the significant assumptions underlying the calculation of the
schedule of development contributions, including an estimate of the potential
effects, if there is significant uncertainty as to the scope and nature of the ef-
fects.

6.0 - Key Assumptions

Section 201(1)(c): the conditions and criteria (if any) that will apply in relation
to the remission, postponement, or refund of development contributions, or the
return of land.

8.0 - Credits, REVIEWS and REFUNDS

Section 202 Contents of schedule to development contributions policy
(1) The schedule of development contributions required by section 201(2)
must specify:
(@) the development contributions payable in each District, calculated, in each
case, in accordance with the methodology in respect of -
i) reserves
ii) network infrastructure
i) community infrastructure
b) the event that will give rise to a requirement for a development contribu-
tion under section 198, whether upon granting -
i) aresource consent under the Resource Management Act 1991, or
) abuilding consent under the Building Act 1991, or
i) an authorisation for a service connection
2) If different development contributions are payable in different parts of the
District, subsection (1) applies in relation to the parts of the District.
(3) The specifications required under subsection (1) or subsection (2) must be
given separately in relation to each activity or group of activities for which
separate development contributions are required.

7.0 - Schedule to Development
Contributions Policy

Section 203 Maximum development contributions not to be exceeded

(1) Development contributions for reserves must not exceed the greater of:
(a) 7.5% of the value of the additional allotments created by a subdivision,
and

(b) the value equivalent of 20 square metres of land for each additional house-

hold unit created by the development

(2) Development contributions for network infrastructure or community infra-
structure must not exceed the amount calculated by multiplying the cost of
the relevant unit of demand calculated under clause 1 of Schedule 13 by the
number of units of demand assessed for a development or type of develop-
ment, as provided for in clause 2 of Schedule 13.

7.0 - Schedule to Development
Contributions Policy
(Calculation of Development
Contributions Required from
Development: Reserves)




Appendix D: Units of demand
for Commercial or Industrial
Development

All of the following demand calculations are based on
assumptions about demand generation and usage.
Commercial/industrial uses will be subject to a case-by-
case assessment of the proposed development but the
following ratios are provided as an indicative guide:

General Assumptions

Average commercial/industrial site area = 1600m2
Average gross floor area =650m2
Average residential site area =600m2

1 household unit = 2.5 people

Roading

Assumptions:

Average household trip generation: = 10 trips per day = 1
unit of demand

1 household unit: = 2.5 people

Estimate of daily trip generation for commercial/industrial:

=15 trips per day
1.0 unit of demand factor:
= 333m?2 of Gross Floor Area developed.

Water and Wastewater

Assumptions:

Residential consumption: 200 litres/person/day

1 household unit uses 200 x 2.5 = 500 litres / day = 1 unit
of demand

Average commercial/industrial consumption = 15,000 per
hectare/day

500m2 of Gross Floor Area = 750 litres/day

1.0 unit of demand factor = 333m2 of Gross Floor Area
developed.

Stormwater

Average residential site size = 600m2
Impervious area = 330m2 = 1 unit of demand

Average commercial/industrial site area = 1600m2
Impervious area = 1040 m2 = 3 units of demand

1.0 unit of demand factor = 330m2 of Gross Floor Area
developed.

AMENDED POLICIES

51



52

Amended Liability Management Policy

The Local Government Act 2002

requires:

 liabilities to be managed prudently
and in a manner that promotes the
current and future interests of the
community (s.101(1))

e a Liability Management Policy to be
adopted by Council (s.102(4)(b))

e specific content of such a policy
(s.104)

a. The objectives of the Liability Management Policy are
to:

« minimise the cost of borrowing (including interest,
contracted services, staff, time and administration)

« minimise the exposure to the risks associated with
borrowing

« maintain strong financial ratios

« consider long term indebtedness as a means of
creating intergenerational equity

« maintain the integrity of Council’s LTCCP

b. The objectives of the Management of Liquidity and
Funding Risk are to:

« ensure HDC'’s continued ability to meet its debts in an
orderly manner as and when they fall due in both the
short and long term, through appropriate liquidity
and funding risk management

« arrange appropriate funding facilities for HDC,
ensuring they are at market related margins utilising
bank debt facilities and/or capital markets as
appropriate

« maintain lender relationships and HDC's general
borrowing profile in the local debt and, if applicable,
capital markets, so that HDC is able to fund itself
appropriately at all times

c. The objectives relating to Reporting are to:

« produce accurate and timely information that can be
relied on by senior management and the full Council
for control, exposure monitoring and performance
measurement purposes in relation to treasury activity

Current liabilities are those which Council has to meet
within the following 12 months.

Council will arrange such terms and conditions as it
considers necessary for the establishment and provision
of normal trade credit to enable it to carry out its activities.
Such credit will not normally involve the issue of any
security, undertaking or collateral as a condition of the
provision of such credit except finance leases and hire
purchase, which normally include a charge over the assets
being purchased.

Council policy is to pay all routine expenditure obligations
by the due date.

(For these purposes ‘borrowing’ does not include hire
purchase, deferred payment or the giving of credit for
goods and services where the transaction is for less than
91 days or does not exceed $500,000).

4.1 Borrowing Limits

Debt will be managed within the following limits:

«  Gross annual interest costs will not exceed 20% of
total operating revenue

«  Gross annual interest costs will not exceed 20% of
total rates revenue

Council will also monitor and report:

+ Net debt as a percentage of equity shall be less than 20%

»  Debt per capita

+ Debt per rateable property

« Net cash flows from operating activities will exceed
gross annual interest costs by at least two times

4.2 Instruments or methods to raise debt

The following funding instruments and methods may be

used by HDC to raise external debt:

- committed bank facilities

« uncommitted bank facilities

+  Local Authority Bonds which includes fixed rate bonds
and floating rate notes



4.3 Management of Interest Rate Risk

Fixed Rate Hedging Percentages

Minimum Fixed Rate Amount Maximum Fixed Rate Amount
0- 2 years 50% 100%
2-5years 30% 80%
5-10years 0% 50%

The fixed rate hedging percentages shall apply to the core
debt of HDC as detailed in the Annual Plan or as otherwise
amended by the Finance Manager.

The Finance Manager after consulting with appropriate

external advisors may use the following interest rate risk

management instruments to manage the core debt of

HDC.

+ Interest rate swaps

«  Swaptions (options on swaps)

+ Interest rate options, including collar type structures
but only in aratioof 1:1

- Forward rate agreements

4.4 Management of Credit Risks

All bank borrowing and interest rate hedging transactions
must be undertaken with a New Zealand Registered Bank
with a minimum Standard and Poor’s Long Term credit
rating of at least A+ (or the Moody’s or Fitch Ratings
equivalents).

Council will satisfy itself in all its borrowing transactions
that counterparties are financially adequate, have an
appropriate industry standing and have an appropriate
track record to give Council reasonable certainty that
obligations under concluded contracts will be performed.

4.5 Management of Liquidity Risks

Council may borrow funds on a short-term basis to provide
efficient and effective management for the purpose of
meeting temporary shortfalls in revenue.

The establishment of any overdraft facility is delegated to
the Finance Manager and its management is delegated to
the Accountant.
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4.6 Management of Funding Risk

« To avoid a concentration of debt maturity dates no
more than $40 million can be subject to refinancing in
any 12 month period

«  HDC must maintain committed funding lines of not
less than 110% of projected core debt. In calculating
the percentage the ability to issue up to $10.0 million
of bonds or floating Rate Notes is recognised, provided
that Horowhenua District Council has in place a
Debenture Trust Deed and has appointed a trustee.

4.7 Debt Repayment

Loan terms will be set to:

«  Avoid a concentration of debt maturity dates, no more
than 50% of debt can be subject to refinancing in any
12 month period

«  Ensure that any loan for specific asset or project
financing is spread over the life of the relevant assets
or 20 years, whichever is the smaller

Loan repayment reserves will be established to ensure
that sufficient funds are on hand to allow appropriate
repayment and/or appropriate refinancing.

4.8 Provision of Security

When arranging funding facilities, Council will have a
preference for unsecured facilities unless a cost benefit
accrues from offering security.

Council’s first choice will be to offer security for borrowings
by way of a pledge of rates.

Physical assets will be pledged only where there is a direct
relationship between the debt and the asset purchase or
construction, or Council considers such a pledge to be
more appropriate.

Finance leases for such assets as office equipment,
information technology and vehicles may be entered
into provided that the interest rates are commercially
advantageous.

4.9 Accountabilities
The management of approved borrowing and interest rate
instruments will be carried out by the Finance Manager.

To measure the performance of borrowing management

the weighted average rate of interest will be compared

to a predetermined benchmark, calculated from the

weighted average rate of interest at current rates for the

mix shown.

« 25.0% Average 90 day bank bill rate for the reporting
month

+ 12.5% Average 1 year swap rate for the reporting
month

+ 12.5% Average 1 year swap rate for the reporting
month, 1 year ago

+ 12.5% Average 3 year swap rate for the reporting
month

+ 12.5% Average 3 year swap rate for the reporting
month, 3 years ago

+ 12.5% Average 7 year swap rate for the reporting
month

+ 12.5% Average 7 year swap rate for the reporting
month, 7 years ago

The Finance Manager will report to the Council
meetings on borrowing management transactions
and any instances where the policy has not been able
to be complied with, and on all aspects of the Liability
Management Policy.

There will also be an accountability through the Annual
Report at the end of the year.



4.10 Internal Borrowing

Council may, from time to time, instead of raising loans or
borrowing on overdraft, internally borrow from any Special
Fund accounts on such terms and conditions as it thinks
appropriate in any instance, but without interrupting the
normal cash flow requirements of any such fund. Such terms
and conditions may include, amongst other matters, a nil rate
of interest and deferral or future waiving of repayments.

Repayments may be made directly to the source fund or
through an Internal Loan Repayment Fund.

Internal borrowing arrangements will not be subject to
clauses 4.1 or 4.2 of the Liability Management Policy.

The interest rate for internal borrowing will be the sum

of the current three year swap bid rate as quoted by

HDC's principal bank, plus a margin (which includes a
commitment fee) of 1.50%. The margin is to be reviews on
an annual basis.
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