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Definitions  
Business and Economic Research Limited (BERL)  

Leading provider in economic research, analysis, advice, and consultancy for business and public sector clients.  

Consumer Price Index (CPI)  

Measures changes in the price of consumer goods and servcies.  

Core Infrastructure  

Horowhenua defines the following Groups of Activities as Core Infrastructure, Water Supply, Wastewater, Stormwater, and Land Transportation (roading and 
footpaths).  

Deficit  

The amount by which expenditures or liabilities exceed income (i.e spend more than you earn).  

Funding Assistance Rate (FAR)  

A subsidy from Waka Kotahi (NZTA) to partially fund council owned roading networks. The subsidy partially funds maintenance, renewals and minor safety 
improvements. This is referred to as a “rate” which is different for each Council based on an assessment of the local economy  and need.  

Infrastructure Strategy  

Describes how a local authority intends to manage infrastructure assets and associated expenditure over 30 years.  

Legislation  

A reference in this strategy to any law, legislation or legislative provision includes any statutory modification, amendment or re-enactment, and any subordinate 
legislation or regulations issued under that legislation or legislative provision.  

Levels of Service (LoS)  

The quality of service a Council Activity is committed to provide to the community.  

Local Authority Protection Programme (LAPP)  

A disaster fund to assist with the replacement of infrastructure following catastrophic damage caused by a natural disaster.  

Local Government Cost Price Index (LGCI)  

Measures the cost drivers of Local Government, such as the price of construction material for large infrastructure (i.e. Water reticulation networks, treatment plants 
and local road maintenance).  

Local Government Funding Agency (LGFA)  

Provides more efficient funding costs and diversified funding sources for local authorities.  

Long Term Plan (LTP)  



Council’s key strategic planning document outlining Council’s financial situation as well as the level of service Council is committed to for the activities it undertakes and 
capital work programme for at least ten years.  

Manawatu-Whanganui Local Authority Shared Services (MW LASS)  

Shared service partnership within the Manawatu Whanganui Region to achieve financial savings.  

Society of Local Government Managers (SOLGM)  

An organisation for local government professionals to support and promote professional management.  

Surplus  

Operating revenue in excess of what is required to meet operating expenses (i.e. earn more money than is spent).  

 
Summary  
What is a Financial Strategy?  
This is a fundamental strategy in Council’s Long Term Plan that sets out 20 years of prudent financial management. It covers the key financial parameters Council will 
operate within, including limits on rates and debt.  

Financial Goal  
Our key financial goal is to manage growth while living within our means. This includes achieving a balance between:  

 ensuring affordable rates for the community  

 minimising Council’s debt  

 making the best use of capital spending. 

 

Financial Challenges  
The key financial challenge Council is facing is funding the capital programme needed to support the projected growth of our district. The is particularly important for 
our three waters activity areas where are facing increases in both the cost and level of investment required to provide for our exisiting and growing community.  The 
population is expected to almost double within 20 years, which increases demand on existing infrastructure and community assets and requires considerable 
investment in new assets. The funding of this investment needs to be managed prudently and sustainably. In preparation for the transition of our three waters assets 
and operations to Entity C in July 2024, the Council has been careful to prepare a realistic plan for the National Transition Unit that outlines the needs of our 
community. This has meant $75 million in additional capital spending will be required for three waters over the next ten years. 

 

Debt Limits  
With significant growth on the horizon and an investment in three waters infrastructure growing by almost $70m from the 21-41 long term Plan, the Council is requiring 
its debt limits to increase until the three waters transition occurs. Debt is primarily driven by capital expenditure, and with growth comes a need to fund new 
infrastructure. It is proposed to raise the debt limit from 225% to 250% of operating revenue, when accounting for our three waters debt. The will be temporary to 
account for the additional $75 million in spending until we set our next Long Term Plan that will exclude our three waters assets. In the longer term 225% will still leave 
adequate borrowing in the event of a natural disaster and for investment in community infrastructure. 



Rate Limits  
Rates are Council’s primary income source. The proposed rate increases and limits are in the table below.  

 

Balancing the Budget  
Balancing the budget means Council’s revenue is equal to or exceeds operating expenditure so there is no budget deficit. Council has a history of budget deficits. 
However, we are planning to significantly increase the level of rates funding every year of this 20 year plan, apart from deficits for the first three years due to increasing 
three waters , interest ,insurance and .solid waste operational costs. This will help us catch up for years where we haven’t fully funded our renewals and help to ensure 
borrowings stay below the limit we have set in our financial strategy. 

 

Our proposed rates increases over 10 years  

  2023/24  2024/25  2025/26  2026/27  2027/28  2028/29  2029/30  2030/31  2031/32 2032/33 

Rates 
Increase 

(after 
growth)  

7.9% 6.6% 9.6% 10.0% 10.0% 6.2% 1.9% 1.1% 2.0% 0.1% 

Rates Limit 
(after 

growth)  

10% 5% 

 

  



 

Introduction 



Council aims to find a cost effective and efficient balance between the operating budget, prudent debt levels, levels of service, providing for growth and limiting rate increases. 
The Financial Strategy covers the key financial parameters Council will operate within, including limits on rates and debt. Council’s Long Term Plan (LTP) focuses on 20 years to 
better understand the effects of new projects related to Horowhenua’s anticipated growth.  

Our community is currently experiencing significant growth which means Council is faced with the challenge of maintaining existing infrastructure assets, as well as providing 
new infrastructure to support a growing population while trying to keep rates affordable.  

This Strategy is the foundation of Council’s LTP goal of managing growth while living within its means, focused on achieving a balance between:  

 ensuring affordable rates for the community  

 minimising Council’s debt  

 making the best use of capital spending.  
 
Council uses debt (loans) to fund the cost of providing new infrastructure for growth and increases to levels of service, to ensure future generations pay their fair portion of the 
cost of the new assets which they will use. We are also re-introducing the use of development contributions.  

Council aims to use rates to fund the replacement (renewal) of assets, this ensures current generations contribute to the asset replacement as they use the asset. Council has 
not always funded renewals from rates in the past, this has resulted in the need to loan fund some of those renewals to maintain assets which is not sustainable. Council is 
continuing its strategy of increasing the rates funding of renewals to achieve a more sustainable financial position.  

Council has set limits on debt and rates to ensure we are able to maintain existing levels of service and meet additional demands resulting from growth. Council has increased 
the level of renewal capital spending in this plan to be able to provide and maintain existing levels of service and has incorporates an additional $70m in three waters capital 
spending in the first ten years to ensure that the district is well set up for its transitions to a new entity in July 2024 (Entity C). We also have additional demand for infrastructure 
due to our population growing significantly.  
 
Debt is primarily driven by capital expenditure, and with growth comes a need to fund new infrastructure. It is proposed to raise the debt limit from 225% to 250% of operating 
revenue, when accounting for our three waters debt. The will be temporary until we set our next Long Term Plan that will exclude our three waters assets.. In the longer term 
225% will still leave  adequate borrowing in the event of a natural disaster and for investment in community infrastructure. 

 

Population Growth and Changing Land Use  
The district is going through a period of transformation. Our population has been growing at a rate of 2% per annum since 2014 and is 
projected to increase at a rate of 2.6% per annum until 2031, increasing to 2.9% per annum until 2041.  

The population of the Horowhenua District at the 2018 Census was 33,261, is projected to be 36,708 by June 2021 and reach 62,716 by 2041. This is an increase of 26,008 
people between June 2021 and June 2041.  

As a result of the increased population growth, there is projected to be an increase of 11,209 dwellings in the Horowhenua District between June 2021 and June 2041 (a total of 
27,815 dwellings). This growth will result in an average of 434 dwellings being constructed per year between 2021 and 2031, and an average of 686 per year between 2031 and 
2041.  

Population growth will have an impact on land use in the Horowhenua and is likely to result in both greenfield (large scale development of previously vacant land) and 
brownfield (redevelopment/intensification within the existing urban footprint) housing and business land development. Growth is projected to be largely residential (85%) and 
in Levin (51.8% of the urban growth).  



Council is currently working on three Master Plans for future development in the growth areas of Levin East (Tara-Ika), Waitārere Beach and Foxton Beach. Over a number of 
years these Master Plan areas will transition from rural/semi-rural areas to urban environments. Council is also in the early stages of planning for other future residential and 
commercial growth areas that will see land use transition over time.  

The Ōtaki to North of Levin (O2NL) highway, part of the Wellington Northern Corridor project, is planned to be constructed by 2029. Land use is likely to change near the 
highway, particularly around interchange locations which are likely to attract commercial and industrial activities. In addition, O2NL will change how our local road network 
functions – some exiting roads will be severed, while other new road connections will be provided. This will change movement patterns, altering how people move around the 
District. Foxton and Shannon will each become the first towns on a State Highway outside of Wellington – both towns will likely experience changes in land use as a result of 
this as businesses seek to entice passing travellers to stop for a rest. 
 
 

 



Investing in Our Infrastructure and Community Assets 
 

Figure 1. Major Capital Expenditure Projects.  

Council is facing a challenging environment and must respond to these challenges while trying to reach a balance between loan and 
rate funding.  

The growth our district is projecting is significant. The population is expected to almost double within 20 years, which increases demand on existing infrastructure and 
community assets and requires considerable investment in new assets.  

 

Council’s growth capital programme has implications for operational expenditure. Over the 20 year plan of our last long term plan, we agreed to spend an additional $1.3 
million of operational spending occurring as a result of planned growth projects. This extra operational expenditure is due to ongoing maintenance requirements associated 
with parks and reserves, cemeteries and our wastewater treatment plants. 

In this long term plan amendment we are proposing that the district needs to invest an additional $75m in our three waters assets over the first ten years of the plan. The 
majority of this work will need to be delivered by the new independent water services entity that is currently being set up to deliver from 1 July 2024. Our proposed plan, 
which has been consulted on with our community will ensure that the new entity understand well what the district needs. 

 

Figure 1. Major Capital Expenditure Projects. 

Project Total 2023/24  Total 2024/25 + 

Levin wastewater treatment plant - strategic upgrade  $                    405,000  $                35,633,296  

Ōhau future water supply services option   $                               - $                14,988,425  

Waitārere Beach future water supply services option $                                 -  $                22,922,200  

Subsidised Roading - road improvements due to O2NL $                                 -  $                25,607,000  

Levin North East Stormwater drainage   $                1,800,000  $                  1,037,000  

Tara-Ika   $                6,400,000  $                18,777,400  

Alternative water source for Levin   $                1,000,000  $                35,631,000  

Ōhau future supply of wastewater services   $                              -  $                15,254,725 
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Council has plans in place to ensure the significant investment in our infrastructure assets are able to be delivered. For further information see the Infrastructure Strategy.  

The primary challenges in managing our infrastructure assets are:  

Population growth resulting in increased demand. This includes the need to plan for changes to the roading network as a result of the Ō2NL expressway, finding a new 
water source for Levin and the need to make major upgrades to our parks and reserves.  

Ageing infrastructure and renewals, particularly for the three waters network. This includes maintaining our infrastructure networks to continue to deliver the levels of 
service the community has come to expect.  



Public health and environmental outcomes. Needed to increase investment in the three waters space to provide higher quality environmental outcomes and strengthening 
earthquake-prone buildings to protect public health and safety.  
 
Figure 2 shows the capital expenditure required for our infrastructure assets for growth, levels of service and renewals, which averages $46 million each year. The capital 
expenditure required to service growth equates to about 27% of the programme. 
 
The loans/asset sales line in the graph shows that we do not need to use debt to fund all of the capital programme. We aim to fund our renewals through rates, grants from 
NZTA and other sources that contribute towards renewals and new assets.  Also while we are seeking feedback on a capital programme totaling $288m over the first five 
year , we have planned on the assumption that some of this programme will be delivered in years 5-10. 

We are also proposing to continue to recover our growth spending through contributions from new households. This makes sure new properties pay their share which helps 
to ensure our borrowings will be below the limits we set by contributing $86XXm during the next 20 years of the . It is assumed that 100%of the growth spending will be 
recovered through development contributions.20 year capital programme. 
 

 
 
 

Borrowings  
Council uses borrowings (loans) to fund the cost of providing new infrastructure for growth and increases to levels of 
service, to ensure future generations pay their fair portion of the cost of the new assets which they will use.  

Throughout the 20 year plan we are planning to spend approximately $517mXXm to continue maintaining existing assets and to ensure our infrastructure and community 
assets are able to service the extra 11,000 dwellings we are expecting to be constructed in the district over the next 20 years. This renewal capital programme will be fully 
funded by rates and subsidies from Waka Kotahi. Of the total growth and upgrade programme of $346XXm, $236XXm is assumed to be funded from development 
contributions with $86m contributed over the next 20 years.  
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Council’s net borrowings is predicted to peak at $231m in 2030. For the LTP Amendment 2023-41, Council is proposing to increase its debt limit from 225% to 250% to 
provide sufficient room to fund the additional $70m that is needed to upgrade the Council’s water infrastructure. Once the Council’s three water’s asets are transferred to 
the new entity in July 2024, the borrowings limit will be reduced back to 225%.. Figure 3 shows that a significant portion of Council’s debt requirements are for investing in 
three waters infastructure  and it is important that the Council present a full picture of that is needed for the Horowhenua District to the National Transition unit at the 
point where the district water assets are handed over into the new entity’s care. Increasing the debt limit to 250% temporarily is considered to be prudent as there is still 
sufficient headroom with the debt limit imposed by the LGFA (who Council borrows money from) and provides a sufficient buffer to access additional funds if required in 
the event of an emergency such as a natural disaster.  

In the past, Council has used debt to fund some of the renewals of assets and to keep rates affordable. This is unsustainable and resulted in above average debt and an 
unbalanced budget. This is proposed to be addressed through this 20 year plan by increasing rates to fund renewals.  

Council is also committed to exploring other sources of revenue, such as external grants, to pay for infrastructure needed to meet the needs of the growing community. 
Council has had recent success in receiving Central Government Funding for investment in delivering infrastructure for the Tara-Ika growth area, the Foxton River Loop and 
for the 3 Waters network. 
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As you can see from the chart below the three waters borrowings are significantly higher that the borrowing levels for the rest of the Council activites. Once the sets and 
liabilities transfer to the new entity the Council’s borrowings level will be significantly below the current 225% limit.   
 
Three waters borrowings 
 

 
 
Council net borrowings excluding three waters 
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LGFA  

The LGFA is the Agency where Council sources the bulk of its loan funding.  

Council has maintained an A+ credit rating with Standard and Poors every year since first being rated in 2015.  

This credit rating enables the LGFA limit to be set at 300% of Council’s operating income for the 2020/21 and 2021/22 years, reducing to 280% in year 2025/26 and 
remaining at 280%.  

Limit – Debt  

The net debt to revenue ratio will be within the maximum of 250% of Council’s operating income as calculated for LGFA covenant disclosures. When excluding three waters 
debt, the limit will be 225%. 
 
 
 
 

  



Rates 



Council remains committed to a long-term programme of increasing income to:  

 

1 Increase rates funding of asset renewals expenditure.  

2 Pay for operational expenses.  

3 Maintain a balanced operating budget.  

 

In recent years, a key aspect of Council’s Financial Strategy has been increasing rates to move from the partial loan funding of renewals to rate funding of 
renewals, with an aim of fully rates funding renewals and achieving a balanced budget.  

Rates funding renewals ensures that current generations contribute to the asset replacement as they use the asset. This has led to above inflation rate 
increases since the 2013/14 financial year, apart from in 2020/21, when Council decided on a 1.83% decrease to the total rates income collected in 
response to the Covid-19 pandemic.  
 

However, in order to keep rates increases below 10%% in the first 6 years, Council is proposing to continue to loan fund some additional costs for three 
waters in 2023/24 and also reduce the level of depreciation funding for the first four years  After that , we will be fully funding our depreciation each year.  
 

 
  



 

Our proposed rates increases over 20 years  
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2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041

Rates Increase after growth 7.8% 7.4% 7.8% 6.6% 9.6% 10.0% 10.0% 6.2% 1.9% 1.1% 2.0% 0.1% -2.7% 2.3% -1.7% -2.0% 4.8% -6.6% -1.1% 5.8%

Growth 2.1% 2.0% 2.1% 2.3% 2.4% 2.3% 2.6% 2.5% 2.6% 2.6% 2.6% 2.6% 2.7% 2.9% 2.8% 2.9% 3.0% 3.1% 3.1% 3.1%

Rates Limit (after growth) 8.0% 7.5% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0%

Total Rates LTPA ($m) 43.4 47.2 51.8 56.2 62.7 70.1 78.6 85.1 88.4 91.3 95.0 97.1 96.4 100.6 100.9 100.9 107.7 102.8 103.7 111.8



 

Balancing the budget  
Balancing the budget means Council’s income is equal to or more than operational expenses.  

Council has a history of budget deficits, largely resulting from the council not fully funding the costs of asset use (depreciation) For this 20 year plan we are 
planning to balance the budget by year 5, however, in order to keep the rate increases affordable in the first 5 years with the considerable increase in three 
waters costs Council is proposing to loan fund some of the three waters operational costs. The following years we will  need to increase rates to repay our 
borrowings and ensure we have sufficient capacity for our future investments in community assets. This has the consequence of increasing surpluses from 
year five. 

 

Operating in surplus means we will be able to pay-off more borrowings. 
 
 
The balanced budget measure is calculated by measuring incomes less expenses but excluding income from development contributions, vested assets, asset 
revaluation gains/ losses and other non-operating income and expenses. 
 
 

 



 

Policy on Securities  
In order to borrow money, Council has to offer our lenders some security.  

In general, councils secure debt by giving the lender the ability to raise a rate (i.e. rate you more) to repay the loan. Council uses the LGFA as a source of 
loans and uses rates as security for all borrowings from the LGFA. Using rates as security helps Council take out loans with low interest rates. 
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Investments  
Council holds investments in companies, commercial property and cash. 
 
Investment in Companies 
Council is an equity holder in three companies (listed in Table 2). Council does not hold these equity interests to receive a financial return. The reason for 
holding the share is strategic, to foster efficiencies and positive outcomes in reducing costs. Council holds an investment in Civic Financial Services Limited. 
Before 1 March 2017 it was known as the New Zealand Local Government Insurance Corporation Ltd and traded under the name of Civic Assurance, 
however, the company no longer offers insurance products. Council’s initial reason for investing, to foster a competitive insurance market, no longer 
applies. Recently the Company sold its Wellington building and paid out a special dividend to shareholders. 
 
 

Investment in Property 
Council owns a mix of properties both core, relating to Council’s primary services (e.g. drainage and sewage) and non-core, pertaining to non-traditional 
services (e.g. commercial buildings and motor camps). Council has been implementing a programme of asset sales of non-core property following an 
evaluation of the property portfolio in accordance with Council’s Property Strategy.  

This programme of sale of non-core property assets will be continued, with the aim of Council owning and maintaining only core property by 2028.  

There is a risk that the sale of assets will not occur in the assumed timeframe due to unforeseen property markets. 
 



 
 
 
 

Cash investments 
Council has surplus cash from operations from time to time. Surplus cash is invested for short periods of time (30 to 90 days) to maximise returns from 
these funds.  

Council’s practice is to use surplus cash to minimise external debt. It is prudent to hold some cash to ensure short- term liquidity. Council generally holds 
between $5m and $10m in cash. Cash is supplemented by the use of a committed banking facility of $10m that enables Council to raise short-term 
borrowings in the event of a natural disaster when Council would need access to funds quickly to provide relief.  

Council recently increased cash reserves to reduce the liquidity risk (i.e. to reduce the risk of not covering our short-term debt). 
 
 

Other investments 
As part of borrowing from the LGFA, the Council is required to invest in financial bonds at 2.5% of the borrowing from the LGFA. Council will receive interest 
and full repayment of these “borrower’s notes” upon repayment of the loan to which they relate. Interest is calculated to cover the cost of funds. 



 

Insurance 
Council has full insurance cover through the MW LASS insurance procurement project. 
 
Council currently insures all Water, Wastewater and Stormwater assets as well as Council’s operational assets (plant and equipment) and buildings. Land 
Transport (Roads and Footpaths) assets are uninsured.  

A key assumption is that Central Government will contribute towards the replacement of Land Transport assets following a qualifying natural disaster 
event. This assistance would be provided at the Council’s current Funding Assistance Rate (FAR), which was 62% in 2021/22, 61% in 2022/23 and will be 
60% in 2023/24. For the portion of cumulative claims of the total costs of emergency works that exceed 10% of the Council’s approved maintenance 
programme for the year, Central Government would provide funding at the normal FAR plus an additional 20%. Council will loan fund the difference. 
 
Another key assumption with any disaster recovery is that Central Government will contribute 60% of the funding to reinstate infrastructural assets 
following a significant natural disaster. Council’s 40% share is insured for disaster recovery through the Local Authority Protection Programme (LAPP). LAPP 
is a mutual self-insurance arrangement with other local government entities to insure underground infrastructure against disaster damage similar in nature 
to Christchurch’s earthquake.  

Council is reviewing its membership of LAPP due to the continued withdrawal of member councils in recent years. This increases Councils risk of LAPP not 
being able to cover insurance claims in the long-term. If Council decided to leave LAPP, it will replace this form of mutual insurance with normal insurance 
subject to affordable premiums and excess. Normal insurance for operational assets and buildings is sourced through the Manawatū-Whanganui Local 
Authority Shared Services (MW LASS) procurement in conjunction with our regional partners. 
 
Central Government is reviewing their commitment to cover 60% of any disaster reinstatement whereby they will withdraw from this arrangement in all 
but catastrophic events. However, the Government has not made any definitive decisions as yet. Council has, therefore, assumed the status quo in the 
interim. Council believes it will have sufficient capacity to borrow to cover the costs of any emergency within the new 250% of income debt limit and well 
within the LGFA limit of 300% (decreasing to 280%). 
 
 


