HorowhenuaS

DISTRICT COUNCIL

23 February 2021

Response - Official Information Request

| refer to your request for information received on 26/01/2021. Your request has been considered under the
Local Government Official Information and Meetings Act 1987 (LGOIMA) and | provide the following
information.

(i) All briefings to Councillors apropos the review of Financial Contributions Policy (2015); and all briefings
to Councillors apropos Development Contributions

Please refer to the LGOIMA response, dated 8 October 2020 that was sent to
, titled HDC Information re: the two development contributions workshops for the
briefings and information up to that point.

Since the date of the 8 October 2020 response, there have been additional Council briefings and workshops
held on the following dates in relation to infrastructure funding and development contributions.

e 2 December 2020 (Council Briefing)
e 11 February 2021 (Council Briefing)
e 17 February 2021 (Council Workshop)

Attached, are the presentations for each of these as well as the information that was provided to Elected
Members in advance of the Council Workshop for 17 February 2021.

(ii)  Council is aware that the Financial Contributions Policy must be reviewed at least once every three
years.
At least once could indicate several reviews during the three-year period. How many reviews have
occurred since 2015? Provide evidence and copies of reviews.

The Financial Contribution Policy was rolled over without any changes as part of developing the Long Term Plan
2018-2038. No formal review was undertaken

(ii) What steps are being undertaken by the Horowhenua District Council to include Development
Contributions and Financial Contributions and future Horowhenua District Plans?

Council has been considering infrastructure funding tools including Development Contributions and Financial
Contributions in the development of the Long Term Plan 2021-41.
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Council will be consulting on levying Development Contributions and an updated Development Contributions
Policy as part of the LTP 2021-41 Consultation Document. The consultation on this is scheduled for March
2021 and will be subject to Council adopting the LTP 2021-41 Consultation Document and Supporting
Information. If a Development Contributions Policy is pursued, this is likely to reduce the application or need
to have financial contributions. Council also recognises that with the uncertainty resulting from the recently
announced RMA reforms, financial contributions may have some limitations and therefore it may not be worth
proceeding with a plan change to the District Plan to implement a Financial Contribution Policy.

The consultation on the LTP 2021-41 would propose a Development Contribution Policy being in place from 1
July 2021.

If you have any queries regarding this information, please contact David McCorkindale, Group Manager
Customer & Strategy on 06 366 0999 or email: davidbm@horowhenua.govt.nz

Horowhenua District Council publishes responses to Local Government Official Information and Meetings Act
1987 (LGOIMA) requests that we consider to be of wider public interest, or which relate to a subject that has
been widely requested. To protect your privacy, we will not generally publish personal information about you,
or information that identifies you. We will publish the LGOIMA response along with a summary of the request
on our website. Requests and responses may be paraphrased.

Yours sincerely,

HNlide

Lisa Slade
Executive Sponsor - LGOIMA
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From: Katrina Gray

Sent: Monday, 15 February 2021 2:15 pm

To: $ Councillors

Cc: Ashley Huria; Senior Management Team; Jacinta Straker; Doug Law
Subject: Update: Council Workshop

Attachments: Development Contributions Policy Part 1 - 15 February.docx; Development

Contributions Policy Part 2 - 15 February.docx

Good afternoon,

The Development Contributions Policy workshop on Wednesday will now occur via Zoom. This decision has been
made in light of the Covid-19 Level 3 restrictions in Auckland which means neither of the presenters will be able to
attend in person (they are both Auckland based). To enable discussion to occur between the presenters and Elected
Members, the whole meeting will occur remotely (much like during the lockdown).

You will need to logon to the Zoom meeting remotely (from your house or other location) using the following
link/meeting details - https://us02web.zoom.us/j/81243888447?pwd=TnNNVIBCRXViY2svb2ILVWILMkpBdz09
Meeting ID: 812 4388 8447

Passcode: 798296

The meeting will remain open to the public as requested (and communications to the public provided) as follows:
- the meeting will be streamed online, and
- the Chambers will streaming the meeting and will be open to the public to ensure anyone without an
internet connection can watch. Chairs will be socially distanced.

Direction sought from workshop

In advance of the workshop, please find attached the draft development contributions policy documents. There will
be presentations by Rob Bates (DC’s policy) and Dan Auber (DC’s model — how the development contribution is
calculated).

Direction will be sought from Elected Members on the following:

e Activities - Range of activities for funding in the new policy

e Catchments - Initial direction is sought, though much will depend on location and nature of capex projects
planned in the LTP

o Development Agreements - References and guidelines to development agreements in DC policy

¢ Timing of payment - Timing of payments, early payment, postponements, deferred payment fee and debt
recovery

e Reductions - Scope of reductions

e Interest - Interest on future projects

e Cost of contribution — the outcomes of the model.

If you have any questions, please feel free to contact me.
Kind regards,

Katrina

Katrina Gray
Strategic Planner | Kaiwhakamahere Rautaki

Waea Mahi | (06) 366 0999
Waea Pukoro | +64273734835
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apital assets

of that capacity — it falls

to existing community to fund it

® | evels of service can decline




yarticular

3. Draft policy and model — look at some early numbers coming out




WORKSTREAMS

Four workstreams to deal with all matters under the Act

A. Key policy decision points B. Growth projections and modelling

C. Infrastructure programme and

: D. Practical implementation process
modelling




TIMELINE

HOROWHENUA DISTRICT DEVELOPMENT CONTRIBUTION POLICY 2021-31 - TIMELINE

Component

TZ-EeN-TT
TZ-1BN-8T
TZ-1BN-ST

0Z-"ON-6T
0Z-AON-9Z
0Z-220-LT
TZ-uer-yT
TC-uer-8¢
1¢-924-81
12-924-S¢
TZ-unr-0t
TZ-unr-L1
TZ-unr-¢Z

12-934-v
TZ¢-924-11

Preliminaries
Scoping paper and draft short form agreement
Submit detailed project proposal
Agreement to proceed
Senior Leadership Team meeting
Officer workshop series
1. Work-stream A - key policy items, work already done, growth and planning context
2. Work-streams B and C - Project data, growth data and start modelling
Modelling building and checking - including on-line work
3. Work-stream D - Practical application
Policy drafting - including on-line work
Council Workshop series
1. Background and overview
2. Directions setting on key items in Work-stream A
3. Present draft policy and numbers
Amend policy and numbers
Formal processes
Agenda closes for draft policy adoption
First draft policy adopted by Council for consultation
Developer and community sessions
Consultation under LGA s82 and s82A or as required with LTP
Notification
Formal consultation ends
Hearings (To be decided)
Policy/ Model amendments and finalisation
Final drafting/ modelling (mostly on-line)
Formal processes
Agenda closes for draft policy adoption




orqlly do BUT where Council

becomes financially involved

®* DC’s for larger scale bulk works that Council would normally do







04 /22 has been

® No specific FC’s levied but FC’s could be introduced during plan changes —

they remain an option




ocus to the south




egh’rs in 2021

® If and when taken up — it needs supporting infrastructure




d adding growth

® Smaller urban centres will have their own challenges — even if

growth occurs at modest scale




GROWTH

LAND SUPPLY

INFRASTRUCTURE

® The connection - growth, land supply and infrastructure - is not linear



» if earlier

o funding in the LTP

provides certainty and can be very aftractive

®* The Act talks of ‘predictability and certainty’ (s102(1))




oread — high

* Development agreements — assist both Council and developers with cash flows

®* Distinquishing local from bulk network infrastructure
g g

® Procurement processes — good value for money




ar outlook

®* They will cost those items and be asked to attribute all /any /none

of cost to growth

® Assign any growth costs to the ‘catchments’ they will serve




* DC policies are now widely used, tested, transparent and easy to

administer

®* Transparency and consistency are important




inding source

contributions, and

* Catchments (service areas)

®* Approach to any past capital spending being brought forward




® Reductions ¢

® Reconsiderations, objections and refunds — follow the law

® Other practical application (across the counter) issues










3. Draft policy and m look at some early numbers coming out




funding source




® Reconsiderati s and refunds — follow the law

® Other practical application (counter) issues




eeds to be funded

* More to




ousing stock

1 but un-serviced land

®* DC’s are a significant source of funding for growth capex

® Must be seen as part of a toolbox of funding options




SOURCES OF FUNDING — WHERE COSTS FALL

Land owner Developer Property buyer Ratepayers Third parties

Devel —
am CCVEIOPET oot cor SPV Levies General rates Subsidies/Grants
Agreement

. ] ~ "
Financial contributions

SPV Levies Subsidies/Grants

Targeted rates General rates

General rates

Subsidies/Grants




Development contributions

Pros

Cons

Cost recovery comes sooner — interest costs lower

Affects house price — some of the DC will go to sale price

Predictability and certainty of sources of funding

Passing costs down to home buyers — can’t compete with existing housing
stock

Predictability and certainty of DC price

Seen as a tax rather than a true price — inefficient, inequitable

DC’s an opportunity to pass costs upward to raw land owners — avoid
windfall gain on zoned but un-serviced land

Can take account of Levy Orders for SPV’s negotiated during the life of
the DC policy — reductions/ waivers

SPV

Levy Orders

No upfront cost to developer

Costs are born by new ratepayers: (affordability is one issue in seeking
authorisation s27(4)(d))

Can enable Council to commit to the capital programme for growth —
while keeping within borrowing limits

Slower recovery of costs.
Interest implications

Can work in unison with DC Policy. Equivalent project removed from
DC Model. DC drops accordingly

Levy Orders need to be:

proposed- various ‘hoops’ 518,

assessed by recommender s19

endorsed by infrastructure authority s20

endorsed by levy authority s21

recommended to Minister s25,26 and all s27 matters
Minister consults other Ministers s28

Order in Council s29.

Recommendation for a levy order may still fail

Best suited to specific eligible projects
(including area-specific projects)

Uncertainty and unpredictability until successfully negotiated

Less incentive to negotiate raw land prices down

One project per SPV

May not be suited for ongoing programmes in LTP where specific works not
yet identified




* Need for Plan Cf‘ho’ge / RMA Reforms

® Move to not use FC’s for the current LTP




any other public

® All these are able to have funding recovered through DC'’s if appropriate




* Direction/confi OUC e range of activities for funding in the

new policy




ovided for growth

® Large catchmen — to administer — but the Act

discourages them




i ‘fairness

apex items specific to

®* Growth area still pqs towards the downline plant and trunks

® Initial direction is sought, though much will depend on location and nature of capex
projects planned in the LTP




’rhori’ry
aference in DC Policy

d, terms are binding

® Act sets out contents, limitations, process for disputes and termination

® Can set guidelines in policy - value for money, projects in the LTP

® Direction on — references and guidelines to development agreements in DC policy




® Points (a) and i ant process — before development occurs in each

case:

® a subdivision consent — considerable cost to the developer when title (sale of lots) is some way
off

® a building consent when a home may take 3-12 months to complete after consent granted




esource Management

old code compliance or a service

connection

® Option 3 consider postponements case-by-case — questions of practicality /costs




opments to

contents the DC policy in force at the

time of application — unable to increase contribution

® If the policy includes a fee on deferred payments, this could cover increases over time

®* However it could be seen as punitive and add administrative complexity




arable as a debt

® Direction on — timing of payments, early payment, postponements, deferred payment

fee and debt recovery




®* Adds administra

® Direction sought on scope of reductions




or community

®* Breach of section g sources

® Incorrect application of the policy

>k(Rymcm Healthcare Limited v Auckland Council, 2016) development found to have less demand on stormwater and community

infrastructure — no projects and expenditure identified — no causal relationship — developer had spent money mitigating effects




not used for that purpose

* DC Policy may specify a longer period to refund reserve contribution or return land. For land acquired time may be as

agreed with contributing party




1 standard dwelling is 1 UoD
Variations for smaller homes, retirement units and accommodation units

Factors used to convert commercial and industrial floor space to UoD

* Always opportunity for developer to seek reconsideration or object to amounts — not ideal




developments

lots smaller than the minimum lot

size for the zone

®* Developments creating significant public benefits — hospices, fire stations (see also

Reductions)




owth-related capital

® Risk of “double

® To avoid this Council has an option to remove interest from the development contribution amount and only
recover it through rates

® Direction on interest on future projects




ed every 3 years




funding

® Option 2 ons, and optimising other

sources










3. Draft policy and m look at some early numbers coming out




srations and a

® Practical application — everyday use of the policy

®Part 2 — 4-Legislative compliance, 5-Contribution calculation

(LTP capex and growth projections). 6-Appendices







®* Role of devel




* Draft policy proposes a combined ‘“toolbox’ approach to funding

® Carried through to Section 2.2.6 using other sources “to avoid

dependence on DC’s as the sole source..” *




SOURCES OF FUNDING — WHERE COSTS FALL - TOOLBOX

Land owner Developer Property buyer Ratepayers Third parties

Devel —
am CCVEIOPET oot cor SPV Levies General rates Subsidies/Grants
Agreement

. ] ~ "
Financial contributions

SPV Levies Subsidies/Grants

Targeted rates General rates

General rates

Subsidies/Grants




ce of funding




® Until reviewed, FC’s will not be a viable source of growth funding
for this LTP. See Section 1.3.2 *







spending

® Timing of DC payments

® Reductions and postponements

® Reconsiderations, objections and refunds




infrastructure capacity in some way (2.1.3)

® the calculation of demand in Section 3 — is to look at what will be there
after development — less — what was there before (2.1.4) *




oarks, sportsfields, car

parking associated reserves, reserves themselves, halls and

any other public amenities

® All are able to funded through DC’s




stormwater

\quatic Centre,

®* The draft policy proposes these activities for funding though development

contributions — See Section 2.2.1 *




> Act discourages them

®* Some can be just

® If costs between areas are similar, it may be practical to combine several schemes

® Areas with relatively high costs, may require their own catchments




jo0 to a district-wide

ind ‘fairness and equity’

* Separate growth area catchment ‘layer /s’ — for big capex items specific to a

growth area

®* Growth areas still pay the scheme charge, for the downline plant and trunks *




PROPOSED CATCHMENTS — APPENDIX 1

Development to which Development Contribution
Applies

District Development anywhere in the District
Tara-lka growth area Development in the Tara-lka Growth Area (Map 1)

Community District Development anywhere in the District
infrastructure

Wastewater District Development anywhere in the District where the

Treatment service is available
specific wastewater scheme is available
Any other growth areas Development in the specified growth area
P
Water Supply District Development anywhere in the District where the
R =+t
Scheme Development anywhere in the District where a
e e i |
Any other growth area shown | Development in the specified growth area
in Table 1
Stormwater Development anywhere in the District where the
Management service is available
Scheme Development anywhere in the District where a
T | e cormumereneb anlane

Any other growth area shown | Development in the specified growth area
in Table 1

Community Facility | Catchment




AD ] JF U UF [¢] = 8
Land T rt COmrAmiLy st I Water Suppl Wastewater Treatment
an ranspo Infrastruchae ormwater ater oupply astewater ireatimen TOTAL
Levin $499 i $1,547 $124 $458 $3,118 $726 $7,563} $417] $14,451
Tara-lka $2,559 $499 i $1,547 $1,817 $124 $458 $0 $3,118 $726 $1,840 $7,563; $417] $20,668
Foxton $499 P $1,547 $0 $458 $499 $726 $437; $417 $4,583
Foxton Beach $499 | $1,547 $79 $458 $1,450 $726 $872i $417 $6,047
Shannon/Mangaore $499 | $1547 $0 $458 $0 $726 $0: $417]  $3,647
Tokomaru $499 | $1,547 $0 $458 $0 $726 $0: $417 $3,647
|Waitarere Beach $499 . $1,547 $0 $458 $0 $726 $1,945: $417 $5,592
Rural $499 | $1,547 $2,046
A B ) U B UF M= @ UR A i
Community
Land Transport litiastiictire Stormwater Water Supply Wastewater Treatment TOTAL
Taradka | District | Taradka | District | Tara-ka | levinN | Scheme | District | Taraka | Scheme | District | Taradka | LevinN | Scheme | District
Levin $499 91,547 $0 $458 $3,118; $726 $7,203 $417]  $13,968
Tara-lka $2.,559 $499 $1,547 $1,817 $0 $458 $0 $3,118! $726 $1,840 $7,203 $417 $20,184
Levin North $499 91,547 $1,099 30 $458 $3,118 $726 $3,200]  $7,203 $417| $18,266
Foxton $499 i 91,547 $0 $458 $499 $726 $437 $417|  $4,583
Foxton Beach $499 91,547 $79 $458 $1,450 $726 $872 $417|  $6,047
Shannon/Mangaore $499 g $1,547 $0 $458 $0 $726 $0 $417 $3,647
Tokomaru $499 : 91,547 $0 $458 $0 $726 $0 $417 $3,647
Waitarere Beach $499 :$1,547 $0 $458 $0 $726 $1,945 $417]  $5,592
Rural $499 : $1547 $2,046




COMPARISON OF CONTRIBUTION AMOUNTS WITH OTHER COUNCILS

Average DC Charges by TLA (Note these are LTP 2018 values)

$30,000.00 [ |
* Community infrastructure and stormwater not shown as they are highly variable due to many small catchments, multiple layer catchments and reserves, included / not included

**Transport DC has very high outliers (Tamahere Subcatchments) removed from calculating average
***High wastewater outliers Kawakawa Bay and Owhanake and two wastewater only catchments Beachlands/Maraetai and Omaha are excluded from calculating average

$25,000.00

$20,000.00
$9,102.00

$15,000.00

$10,000.00
$1,570.00

5,000.00
5 $1,544.00 $3,524.73

<7 371008 242.0¢
’ . )

K4,322.0( 54,559.2( $3,969.6

53,118.0(
51,189.8 51,974.0( 52,234.0( 5

2,717.0( 53,058.74

Thames Hamilton City Waikato Auckland*** Hauraki District  Kapiti Coast Palmerston Manawatu Wellington  Average other HDC Average HDC GA'sincl.

Coromandel District** North TLA's (DW/Schemes) DW/Scheme

District

m Transport m Water supply Wastewater




. for money, only LTP projects

® Draft policy proposes references and guidelines to development agreements. See
Section 2.13 and 2.13.2 for the criteria *




pacity

30 years from 1

s

® This prevents spending in the early

years (with long capacity life) being borne by

new arrivals




® Section 2.10

® Discuss this more fully in Section 3







® Council remissions , reductions, postponement

® Reconsiderations, objections and refunds required in law

® Remedies when contributions not paid




®* Table 3 will cove

* Always opportunity for developer to seek a Council review or a

reconsideration or objection under the Act to amounts — not ideal




ind on all or

AN ITNA LT &

properties unable t | , lots smaller unable to be developed

business developments (for the community infrastructure activity only)

network infrastructure

developments not connecting to water or wastewater *




1g the costs

n the future

| floor space and

impervious area to |

® Offers special assessments for unusual developments not listed - Guidance in
Section 3.3 *




levelopment process

® The statutory time g , , deterrent to developers




(c) RMA certificate - Council
can withholo

® a building consent, upon commencement of building work — Council can withhold a

certificate of compliance

® Option 3 consider postponements case-by-case — questions of practicality /costs




h contents the DC policy in force at the

time of application — unable to increase contribution

® If the policy includes a fee on deferred payments, this could cover increases over time

®* However it could be seen as punitive and add administrative complexity




® Section 252 of the Act - a development contribution is recoverable as a

debt — covered in Section 3.8.2




and rely on the

reconsidaerc , ne Act to reconsider amounts

charged

® Gives no flexibility to Council and the only recourse for applicant is to follow

formal process. Costs for all parties




® subjectivity

* if capital expenditure is still required, the value has to be recovered from

elsewhere — grants funding/ other sources

® adds administrative complexity and costs




Section 3.6.2




‘requirements for community

facilities
® Infrastructure not related to the development
® Breach of section 200 — using other funding sources and not deducting

® Incorrect application of the policy




obviously do

* if not used for a specified reserve purposes;

* if land acquired for specified reserve purpose is not used for that purpose







ind requiring

1 to make the policy a

significant decision *




onsistent with other










ent (supporting Table 3 in

* Appendix 5 - Schedule of assets — that contains all of the capital projects for

which development contributions are being required




SUMMARY OF POINTS FOR DIRECTION (1)

Matter for direction

Section of draft
policy

Slide number

Combined ‘toolbox’ approach to funding. Carried through to Section 2.2.6 using other
sources “to avoid dependence on DC’s as the sole source”

Section 2.2.6

Draft policy proposes DC’s as a significant/primary source of funding for growth capex in
combination with other sources.

Section 1.4, Section
2.2.5

Until reviewed, FC’s will not be a viable source of growth funding for this LTP.

Section 1.3.2

A test for development upon receiving the application

Section 2.1.2

Draft policy deems all existing lots and development to have paid for their infrastructure
capacity in some way

The calculation of demand in Section 3 —is to look at what will be there after development —
less — what was there before

Section 2.1.3

Section 2.3.4

The draft policy proposes these activities for funding though development contributions:
Roading
Water supply
Wastewater treatment
Stormwater
Community infrastructure including reserves

Section 2.2.1

The draft policy proposes these catchments:
Roading and community infrastructure — District wide
Water wastewater, stormwater — Scheme but with possibility to combine
Water wastewater, stormwater - District for projects not yet scheme allocated
Separate growth area catchment ‘layer/s’ — for big capex items
They will also pay district or scheme charges for downstream trunks and plant

Section 2.3 and
Appendix 1

Draft policy proposes references and guidelines to development agreements

Section 2.13
Section 2.13.2 for
criteria

Draft policy does not propose to include past capital spending in development contributions

Section 2.5.1

Period of benefits of the policy set at 30 years from 1 July 2021 to 30 June 2051

Section 2.6




ARY OF PO OR DIR &)
Matter for direction Section of draft Slide number
policy

Draft policy proposes standard development types Table 3 26

e 1lotis1UoD

e 1 standard dwelling of 2 plus bedrooms is 1 UoD

e Variations for smaller homes, retirement units and accommodation units
Proposes some activities that are not ‘development’ and have no demand on all or certain Table 3 26
activities:

e farm buildings

e properties unable to be developed - covenants, lots smaller unable to be developed

e business developments (for the community infrastructure activity only)

e network infrastructure

e developments not connecting to water or wastewater
Others?
Does not distinguish between business types Table 3 27
Draft policy allows for special assessments of unusual activities Table 3 27
Draft policy proposes to: Section 2.11 policy 31

e assess DC’s on granting subdivision and building consents — invoice at later times aspect

even registering a Statutory Land Charge upon issue of the s224(c) certificate Section 3.5 -
e invoice upon granting service connections, land use consents and certificates of invoicing
acceptance

No deferment fee has been written into the draft policy but could be considered - 31
Draft policy proposes using limited scope of reductions and waivers Section 3.6.1 34
Draft policy sets out a process of review to be followed and calls for an independent party to | Section 3.6.3 34
be appointed to consider reviews
Proposes the decision to make the policy is a significant decision Section 4.1.2 38
Assessment of Significant Assumptions Appendix 2 42
Demand factors for business development Appendix 4 42






