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1 WELCOME / KARAKIA / NOTICES
2 APOLOGIES
3 DECLARATIONS OF CONFLICTS OF INTEREST
4 STANDING ORDERS
RECOMMENDATION

That the following standing orders are suspended for the duration of the meeting:
o 21.2 Time limits on speakers
e 21.5 Members may speak only once
e 21.6 Limits on number of speakers

And that Option C under section 22 General Procedures for Speaking and Moving
Motions be used for the meeting.

Standing orders are recommended to be suspended to enable members to engage in
discussion in a free and frank manner.

5 CONFIRMATION OF MINUTES

Ordinary Council Meeting - 15 February 2024.

RECOMMENDATION

That the minutes of the Ordinary Council Meeting held on 15 February 2024 as circulated,
be confirmed as true and correct.
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MINUTES OF CENTRAL HAWKE’S BAY DISTRICT COUNCIL
COUNCIL MEETING
HELD AT THE COUNCIL CHAMBER, 28-32 RUATANIWHA STREET, WAIPAWA
ON THURSDAY, 15 FEBRUARY 2024 AT 9.00AM

UNCONFIRMED

PRESENT: Mayor Alex Walker
Deputy Mayor Kelly Annand
Cr Brent Muggeridge
Cr Tim Aitken
Cr Gerard Minehan
Cr Pip Burne
Cr Exham Wichman
Cr Jerry Greer
Cr Kate Taylor

IN ATTENDANCE: Doug Tate (Chief Executive)
Nicola Bousfield (Group Manager, People and Business Enablement)
Brent Chamberlain (Chief Financial Officer)
Dennise Elers (Group Manager Community Partnerships)
Dylan Muggeridge (Group Manager Strategic Planning & Development)
Phillip Stroud (Acting GM Community Infrastructure and Development)

Kim Anstey (Planning Manager)

Alison Bell (Strategic Communications Advisor)
Rebecca England (Project Manager)

Reuben George (Director Projects & Programmes)
Lisa Harrison (LTP Programme Manager)

Robert Hon (Environmental Waste Manager)

Riley Kupa (Recovery Manager)

Ben Swinburne (3 Waters Manager)

Annelie Roets (Governance Lead)

1 WELCOME / KARAKIA / NOTICES

Her Worship, The Mayor Alex Walker welcomed everyone to the meeting opened with a
karakia.

The Mayor requested everyone to remain standing to commemorate the 1 year
anniversary of Cyclone Gabrielle.

The Mayor also recognise the passing of former Councillor Mark Williams and wished his
family our thoughts and prayers. A minute of silence was held.

2 APOLOGIES

There were no apologies received.

3 DECLARATIONS OF CONFLICTS OF INTEREST

There were no Declarations of Conflicts of Interest received.
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4 STANDING ORDERS

LVED: 24.1

Moved: Cr Jerry Greer
Seconded: Cr Kate Taylor

That the following standing orders are suspended for the duration of the meeting:
e 212 Time limits on speakers

e 215 Members may speak only once

e 216 Limits on number of speakers

And that Option C under section 21 General procedures for speaking and moving motions be used
for the meeting.

Standing orders are recommended to be suspended to enable members to engage in discussion in
a free and frank manner.

CARRIED

5 CONFIRMATION OF MINUTES

RESOLVED: 24.2

Moved: Deputy Mayor Kelly Annand
Seconded: Cr Gerard Minehan

That the minutes of the Ordinary Council Meeting held on 14 December 2023 as circulated, be
confirmed as true and correct.

CARRIED

Correction page 5 of the Minutes:

2023 Waipawa Building Society Scholarship: Her Worship, The Mayor welcomed Ellyn Ross
and Ellyn-Ella Malcolm to the meeting.

6 REPORTS FROM COMMITTEES

Nil



Council Meeting Agenda 14 March 2024

7 REPORT SECTION

7.1 RESOLUTION MONITORING REPORT

PURPOSE

The purpose of this report is to present to Council the Resolution Monitoring Report. This report
seeks to ensure Council has visibility over work that is progressing, following resolutions from
Council.

RESOLVED: 24.3

Moved: Deputy Mayor Kelly Annand
Seconded: Cr Exham Wichman

That the report be noted.
CARRIED

Mr Doug Tate introduced the report with discussions noting:

o ltem 3 “Tukituki Swingbridge”: Councillors will note that it shows complete, but there is
currently sitting an action on this item going forward.

e ltem 5 “Adoption of Draft Statement of Proposal — Freedom Camping”: Officers busy reviewing
the content of submissions which will be presented to council on the next steps forward at the
14 March 2024.

e |tem 6 “Representation Review — Maori Representation”. Finalising pre-engagement with an
online survey with the aim to present the 2024 timeline and next steps at the 6 March Council
workshop. This is been supported by Warwick Lampp from Electionz.

7.2 CYCLONE GABRIELLE - RECOVERY UPDATE

PURPOSE

The purpose of this report is to provide the monthly formal update on progress on the recovery
from Cyclone Gabrielle against the key four priorities and issues identified for the district through
locality planning.

RESOLVED: 24.4

Moved: Cr Gerard Minehan
Seconded: Cr Jerry Greer

That the report be noted.
CARRIED

Report was introduced by Riley Kupa who gave an update on the progress made on recovery. The
report was taken as read. Further discussions noted:

e  Mr Kupa provided a summary of the report and noted that this week has been a week of
reflection following the 1 year anniversary of Cyclone Gabrielle.

e  Work continues with the Porangahau community around flood mitigation scheme.

e  Question

e Question arose around the connection between stormwater modelling and land categorising
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and river modelling in Porangahau and whether any progress has been made on the
stormwater modelling connected to this work?

¢ Initial meetings were held with HBRC which identified CHBDC’s assets within the community
and how it fits in with the mitigation schemes for Porangahau. Further meetings also held
with the CE of HBRC to confirm the project governance arrangements around this project.

. Expect to have a full detailed project plan early next week.

e  Was requested whether a list of the 26 Bridges at risk of scour and erosion be shared with
public to be open and transparent? The lists can be shared as it poses no risk to the
community in terms of their traveling.

e The Projects Status reports notes all the funding, delivery, contractor performance and
detailed summary of actions underway including HBRC river management gravel (Tukituki
scheme review) and Land categorisation etc.

Due to livestream technical difficulties, the meeting adjourned from 9.35am and reconvened at
9.45am.

7.3 ENDORSEMENT OF THREE-YEAR PLAN 2024-2027 DIRECTION

PURPOSE

The purpose of this report is for Council to formally endorse the direction of the 3 Year Plan 2024 -
2027, in order for Officers to prepare the Consultation Document and supporting information for the
draft Three Year Plan 2024 — 2027.

RESOLVED: 24.5

Moved: Cr Gerard Minehan
Seconded: Cr Brent Muggeridge

1. That the report be noted.

2. That Council endorses the direction and draft estimated budget and rates
requirement for the Three Year Plan 2024-2027 outlined in this report for the
continued development of the Three Year Plan.

CARRIED

Doug Tate introduced the item recognising the significant impacts Cyclone Gabrielle had on
Council’s infrastructure and roading network. Discussions traversed:

e Noting the challenges the district face as well as recognising the uncertainty around the
financial pressures.

e The Three-Year Plan 2024-2027 propose areas of priority to prioritise investment in and sets
out the financial implications of the plan.

e Mr Tate highlighted the overall approach proposed for the three-year plan including
engagement with community.

e Noted the early work officers have done with Councillors in terms of the review of the
Revenue and Financing Policy and other key policies, and in particular the significant trade-
offs and implications on Council’s budget.

o  Key priorities have been highlighted i.e

e Land Transport investment in particular,

e Increasing urban stormwater investment and operational maintenance,

e Focussing on Land Transport Recovery,

e Continuing to prioritise #thebigwaterstory, continuing with drinking water risk and
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resilience Projects,

e Maintaining the strategy and approach to #thebigwastewaterstory and the completion of
the associated river management reviews and

e Continuing to progress alternative funding and delivery models for three waters,
including the Hawke’s Bay Waters model.

e Gave an update on Council’s Operating Expenditure for the Three-Year Plan 2024-2027 and
associated challenges council faces.

e Key financial impacts that Council is unable to control of $2.427 million across the total rates
increase required of $6.67m.

e  The key uncontrollable costs includes (1) Higher interest costs, (2) higher loan repayments,
(3) Landfill contract escalations, (4) insurance increases higher than inflation as well as (5)
loss in fees forecast in resource and building consent activities.

e A number of service changes and options to mitigate and defer costs across the organisation
to achieve the proposed Year 1 budget estimates have already been included.

e An update on Council’s Capital Projects and Forecast Debt as well as outlining the proposed
engagement topics in the Consultation Document.

e It was proposed to work through the 4 proposed topics and seeks suggestions and guidance
from councillors which may assist council to make an informed decision.

7.4 PROPOSED AMENDMENTS AND UPDATES TO COUNCIL DELEGATIONS MANUAL

PURPOSE

The purpose of this report is to present to Council the recommendations to the Delegations Manual
following legals reviews from Rice Speir and Asher Davidson.

RESOLVED: 24.6

Moved: Deputy Mayor Kelly Annand
Seconded: Cr Exham Wichman

That Council accepts and adopts the changes recommended in the Central Hawke’s Bay

Council Delegations Manual and requests that the Governance Structures and
representation components are added to the policy review for policy refinement.

CARRIED

Against: Cr Tim Aitken

Dylan Muggeridge and Brent Chamberlain introduced the item noting Asher Davidson, Council’s
barrister joining online. Discussions noted:
e Minor changes are being proposed to the existing policy to account for legislation changes

e Highlighted the key changes being proposed i.e general changes warrant & legislation changes
and District Plan delegations

¢ Dylan Muggeridge spoke on District Plan delegations noting that council is now moving into the
appeals mediations phase which expects to begin from 5 March 2024.

e Updating the District Plan Delegations, will allow an officer to participate in mediation and any
other alternative dispute resolution processes that may be directed by the Environment Court
and to reach agreements to resolve appeals.

o Other minor changes proposed including updating the names of roles to reflect changes in
Council’s organisational structure.

o Council’s Delegations Manual can be amended as the need exists and doesn’t need to be on a
three-yearly cycle.
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The meeting adjourned at 10.41am and reconvened at 11.04am.

7.5 HALF YEAR FINANCIAL RESULTS FOR THE 2023/2024 FINANCIAL YEAR

PURPOSE

The purpose of this report is to provide Council with visibility of how Council’s finances are tracking
for the first six months of the 2023/24 financial year.

RESOLVED: 24.7

Moved: Cr Brent Muggeridge
Seconded: Deputy Mayor Kelly Annand

1. That the report be noted.
CARRIED

Brent Chamberlain introduced the report and gave a brief summary and overview on council’s
finances over the first six months of 2023/24 recognising the financial pressures. Further
discussions traversed:

e  The paper was written in two parts being (1) Half-year results and (2) Proposed fee change.

e Revenue down in budget (fees and charges, specifically Resource Consents, Building
Consents and Solid Waste respectively).

e  The largest driver of revenue shortfall is volume (Annual Plan volumes were set based on

2021/22 volumes which included additional volumes from wastewater pond desludging and a
more buoyant building/house renovation market), and to a lesser extent price.

e  85% of council’s total debt relates to 3 Waters and only being serviced by 50% of ratepayers
connected to these services.

e Council's capital expenditure is below both budget and last year’s levels reflecting the pause
and wait approach Council has taken until some clarity appears as to what the recent election
mean for the 3 waters reform programme.

e  Council is currently compliant on its Treasury Policy.

e  Question was asked what capital programmes are being delivered between now and the end
of this financial year, particular the Renewals Programme.

e  The Chief Financial Officer will provide a forecast towards the end of the year together with
clarity on what capital programmes are being delivered this year.

e It was noted that full schedule of fees and attachments were missing as an attachment to the
report.

e  That council bring back a full report to the March 2024 council meeting on the proposed
changes to Fees and charges relating to the transfer station and refuse bag pricing to take
effect from 1 April 2024.
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7.6 TREASURY MANAGEMENT POLICY REVIEW

PURPOSE

The matter for consideration by the Council is the review of its Treasury Management Policy ahead
of setting the Three Year Plan budgets. This policy has been recommended for Adoption without
change from the Risk and Assurance Committee from its meeting of 7 December 2023.

RESOLVED: 24.8

Moved: Mayor Alex Walker
Seconded: Cr Kate Taylor

That Council rejects the proposed recommendations from the Risk & Assurance Committee
meeting held on 7 December 2023 and that Council requires some additional advice and
analysis on the Treasury Policy, including advice and guidance from the Risk & Assurance
Committee’s Independent chair, to be reconsidered at the March 2024 Council meeting.

CARRIED
The paper was introduced by Brent Chamberlain with discussions noting:

o Debt forecasted to continue to grow — projecting by Year 3 of Council’'s Three-Year Plan
2024-2027, Council will be exceeding their current Treasury Policy settings and as a result,
Treasury

e BanCorp presented at the Risk & Assurance Committee meeting in December 2023 and
recommended some adjustments to the Treasury Policy settings and presented to Councillors
today.

e It was recommended that the debt cap restriction lifting it from 150% to 200% of revenue,
requiring Council to obtain an external credit rating and amend its treasury management
policy to allow borrowing at a higher level.

e The bank’s limit debt cap is currently to up to 175%, but a credit rating is obtained, Council
can borrow up to 280%.

. The Risk & Assurance Committee at their December 2023 meeting, recommended to Council
to adopt the revised Treasury Policy.

e  Council rejected the recommendation as proposed and requested that officers come back to
the March Council meeting to be reconsidered with some additional advice.
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7.7 REVENUE AND FINANCING POLICY REVIEW

PURPOSE

The matter for consideration by the Council is the review of Council's Revenue and Financing
Policy for inclusion in the 3 Year Plan consultation documents.

RESOLVED: 24.9

Moved: Cr Pip Burne
Seconded: Cr Exham Wichman

1. That Council accept the proposed changes to the Revenue and Financing Policy as
recommended for inclusion in the Three-Year Plan Consultation Document and
Supporting Information for public feedback.

CARRIED

The report was introduced by Brent Chamberlain noting the minor changes made to the Policy as
proposed from the Nov 2023 Council meeting. Discussions noted:

e  This Policy is another key document for the Three-Year Plan 2024-2024 (or Long Term Plan)

e Following from the 15 Nov 2023 Council meeting, Council recommended a number of
changes.

e  Feedback from this meeting, two further changes were made being

o (1) Commentary to include around Category 3 properties. Category 3 property buy-outs
sections are now being removed from the policy.

o (2) Section on swimming pools be reworded to ensure this was 100% private funding.
The policy has been changed to suggest that the swimming pool inspections for those
permanent council notified swimming pools are part of a targeted rate and that the
targeted rate is 100% recovery of officer’s time.

e  Further clarity from the Nov meeting was sought about stormwater targeted rates, and in
particular the network maps of properties in the stormwater zone. Commentary in the paper.

The meeting adjourned at 12.29pm and reconvened at 1.07pm.
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8 CHIEF EXECUTIVE REPORT

8.1 ORGANISATION PERFORMANCE REPORT - QUARTER 2 UPDATE

PURPOSE

The purpose of this report is to present to Council the Organisation Performance Report — Quarter
2 for the period of 1 October to 31 December 2023.

This updated format of reporting also includes the non-financial quarterly reporting, previously
reported separately to Council each quarter.

RESOLVED: 24.10

Moved: Deputy Mayor Kelly Annand
Seconded: Cr Kate Taylor

That the Organisation Performance Report for quarter 2 (1 October — 31 December 2023) be
noted.
CARRIED

The paper was introduced by the Chief Executive, Doug Tate with discussions noting:

e This is the second time that this report also includes the quarterly non-financial performance
results, normally reported on separately.

e LGOIMA requests are being reported again on in this document.

e This quarter, the Organisational key focus areas includes (1) Developing the Supplier
Improvement Programme and its next steps. (2) Enhancing our visibility over contractor
performance through shared Key Performance Indicators (KPI) and reporting. (3) Continued
focus on the Land Transport Improvement Plan. This has included shaping the Activities
direction of key procurement.

¢ Comments and feedback received taken as actions for the next report in May 2024.

9 DATE OF NEXT MEETING

RESOLVED: 24.11

Moved: Mayor Alex Walker
Seconded: Cr Brent Muggeridge

That the next meeting of the Central Hawke's Bay District Council be held on 14 March 2024.
CARRIED
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10 PUBLIC EXCLUDED BUSINESS

RESOLUTION TO EXCLUDE THE PUBLIC

RESOLVED: 24.12

Moved: Cr Pip Burne
Seconded: Cr Jerry Greer

That the public be excluded from the following parts of the proceedings of this meeting.

The general subject matter of each matter to be considered while the public is excluded, the
reason for passing this resolution in relation to each matter, and the specific grounds under section
48 of the Local Government Official Information and Meetings Act 1987 for the passing of this

resolution are as follows:

General subject of each matter
to be considered

Reason for passing this
resolution in relation to each
matter

Ground(s) under section 48 for
the passing of this resolution

10.1 - Public Excluded
Resolution Monitoring Report

s7(2)(b)(ii) - the withholding of the
information is necessary to
protect information where the
making available of the
information would be likely
unreasonably to prejudice the
commercial position of the person
who supplied or who is the
subject of the information

s7(2)(h) - the withholding of the
information is necessary to
enable Council to carry out,
without prejudice or
disadvantage, commercial
activities

s7(2)(i) - the withholding of the
information is necessary to
enable Council to carry on,
without prejudice or
disadvantage, negotiations
(including commercial and
industrial negotiations)

s48(1)(a)(i) - the public conduct
of the relevant part of the
proceedings of the meeting would
be likely to result in the disclosure
of information for which good
reason for withholding would
exist under section 6 or section 7

10.2 - District Plan Review Key
Project Status Report

s48(2)(a)(i) - the exclusion of the
public from the whole or the
relevant part of the proceedings
of the meeting is necessary to
enable the Council to deliberate
in private on its decision or
recommendation where a right of
appeal lies to any court or
tribunal against the final decision
of the Council in these
proceedings

s48(2)(a)(i) - the exclusion of the
public from the part of the
meeting is necessary to enable
the local authority to deliberate in
private on its decision or
recommendation

10.3 - Ruataniwha Basin
Tranche 2 Groundwater takes
appeals - update and next
steps

s7(2)(g) - the withholding of the
information is necessary to
maintain legal professional
privilege

s7(2)(i) - the withholding of the
information is necessary to

s48(1)(a)(i) - the public conduct
of the relevant part of the
proceedings of the meeting would
be likely to result in the disclosure
of information for which good
reason for withholding would
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enable Council to carry on, exist under section 6 or section 7
without prejudice or
disadvantage, negotiations
(including commercial and
industrial negotiations)

CARRIED

RESOLVED: 24.13

Moved: Cr Pip Burne
Seconded: Cr Jerry Greer

That Council moves into Public Excluded business at 1.22pm.
CARRIED

RESOLVED: 24.14

Moved: Cr Tim Aitken
Seconded: Cr Exham Wichman

That Council moves out of Public Excluded business at 2.07pm.
CARRIED

11. TIME OF CLOSURE

The Meeting closed at 2.07pm.

The minutes of this meeting will be confirmed at the next Council meeting to be held on
14 March 2024.

CHAIRPERSON
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6 REPORTS FROM COMMITTEES

6.1 RECOMMENDATIONS FROM THE RISK & ASSURANCE COMMITTEE HELD ON 7
DEC 2023

File Number:

Author: Nicola Bousfield, Group Manager: People & Business Enablement

Authoriser: Doug Tate, Chief Executive

Attachments: 1. Proposed Risk & Assurance Terms of Reference §

2. Proposed Council Risk Appetite Settings March 2024 1
3. Risk Maturity Report CHBDC October 2023 §

RECOMMENDATION

1. That Council adopt the proposed changes to the Risk and Assurance Committee Terms
of Reference, endorsed by the Risk and Assurance Committee.

2. That Council adopt the Risk Appetite Settings, recommended for adoption by the Risk
and Assurance Committee.

PURPOSE

The matter for consideration by the Council is to adopt the proposed changes to the Risk &
Assurance Committee Terms of Reference and the Council Risk Appetite Settings, both of which
have been endorsed by the Risk & Assurance Committee.

BACKGROUND

In 2023 Council undertook a Risk Maturity review involving all Elected Members, Council officers
and the Risk & Assurance Committee. The review resulted in a Risk Maturity Report that contained
a number of findings and recommended areas for improvements, many of which have already
been implemented. The Risk Maturity Report was presented to the Risk & Assurance Committee in
December 2023 where the Committee endorsed proposed changes to the Risk & Assurance
Terms of Reference and endorsed the proposed Risk Appetite Settings, both of which are
proposed to be adopted by Council. For reference, a copy of the Risk Maturity Report has also
been attached which was presented to the Risk & Assurance Committee.

Officers note that the proposed decisions in this paper come ahead of the minutes from the
December Risk and Assurance Committee meeting, due to the many month gap between Risk and
Assurance which would have meant a delay in the implementation of these decisions.

DISCUSSION

Risk and Assurance Committee Terms of Reference

The proposed change to the Risk and Assurance Committee Terms of Reference for which officers
are seeking Council to adopt is attached and is in-line with the recommendations and findings of
the Risk Maturity Report specific to the Committee itself:

e The Risk and Assurance committee's terms of reference need more detail and specificity,
especially post-Cyclone Gabrielle.

e  The committee meets infrequently (four times a year, including almost exclusive annual report
meeting), considered too few to effectively manage risk at CHBDC.

Item 6.1 Page 15
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e An independent member chairs the Risk and Assurance committee, providing real benefits to
Council.

e  Considering the impact of Cyclone Gabrielle and the generational impact this event has had
to the district and ongoing changes in Local Government, it would be wise to review the Risk
and Assurance committee membership annually, for the foreseeable future.

In addition to the proposed change to the Terms of Reference, officers also note the recent
resignation of the independent Chair of the Risk & Assurance Committee. The Committee intends
to undertake a workshop (in line with Risk Maturity Report recommendations) to determine the
skills and make-up required for the independent role and how that fits in ahead of recruitment for a
new Committee member. This workshop will also be considered the annual review of membership
as recommended in the Risk Maturity Report.

Council Risk Appetite Settings

The Risk Maturity Report found the previous risk appetite headings used in the Risk Management
Framework were generic headings most Local Government organisations may use across New
Zealand. The proposed changes give the risk appetite settings a Central Hawke’s Bay local context
and align with Council’s “Our Strategic Direction”. It is considered this alignment will create a
tighter context for risk discussions at Council and Risk & Assurance in the future.

The proposed risk appetite settings were discussed at the Council workshop in October 2023 and
a draft of the 2023 risk appetite settings incorporating proposed headings, was presented and
endorsed by the Risk & Assurance Committee in the 7 December 2023 meeting.

The proposed Risk Appetite Settings for Council to adopt are as follows:

Proposed Risk Appetite
A Proud District LOW

A Prosperous District LOW

Strong Communities MODERATE
Connected Citizens LOW

Smart Growth MODERATE
Durable Infrastructure LOW
Environmentally Responsible LOW

Officers note, that while each of the risk appetite settings above show a “global” risk appetite for
each category, there are a number of specific “top” organisation risks that each have their own risk
appetite setting. Depending on the context, the appetite of the risk may sit outside of the global risk
appetite. Please see attached for a current list of the “top” organisation risks which includes a
specific risk appetite for each that was developed following the workshop with Council in October
2023. This register will have items come on and off the risk register over time and the full level of
detail and trends are reported to the Risk & Assurance Committee at every meeting.

At each Risk & Assurance meeting Officers will take the committee through a section of risks in the
risk register in detail, this will allow the Committee to provide officers feedback on risk appetite
settings as required.

Item 6.1 Page 16
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DELEGATIONS OR AUTHORITY

As per the Risk Management Framework, Council have the delegation to approve, as required, the
risk appetite settings annually (recommended by Risk & Assurance Committee).

OPTIONS ANALYSIS

The options presented to Council are straight forward, to adopt the proposed changes in the
current form. Or, do not adopt the proposed changes and instead provide feedback for officers to

consider with the Risk & Assurance Committee.
Option 1 Option 2
Adopt proposed changes Do not adopt proposed changes
1. Risk & Assurance That Council adopt the proposed That Council do not adopt the
Terms of Reference changes to the Risk and Assurance  proposed changes to the Risk and
Committee Terms of Reference. Assurance Committee Terms of
Reference.
2. Council Risk Appetite That Council adopt the proposed That Council do not adopt the
settings Risk Appetite settings proposed Risk Appetite settings
IMPLICATIONS ASSESSMENT

This report confirms that the matter concerned has no particular implications and has been dealt
with in accordance with the Local Government Act 2002. Specifically:

. Council staff have delegated authority for any decisions made;

o Council staff have identified and assessed all reasonably practicable options for addressing
the matter and considered the views and preferences of any interested or affected persons
(including Maori), in proportion to the significance of the matter;

o Any decisions made will help meet the current and future needs of communities for good-
quality local infrastructure, local public services, and performance of regulatory functions in a
way that is most cost-effective for households and businesses;

. Unless stated above, any decisions made can be addressed through current funding under
the Long-Term Plan and Annual Plan;

. Any decisions made are consistent with the Council's plans and policies; and

. No decisions have been made that would alter significantly the intended level of service
provision for any significant activity undertaken by or on behalf of the Council, or would
transfer the ownership or control of a strategic asset to or from the Council.

NEXT STEPS

Officers will continue to work with the Risk and Assurance Committee and Council to implement
the recommendations of the Risk Maturity Review.

Iltem 6.1 Page 17
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RECOMMENDATION

1. .That Council adopt the proposed changes to the Risk and Assurance Committee
Terms of Reference, endorsed by the Risk and Assurance Committee.

2. That Council adopt the Risk Appetite Settings, recommended for adoption by the Risk
and Assurance Committee.

Item 6.1 Page 18



Council Meeting Agenda

14 March 2024

Appendix D

Revisions in Red

A

MorrisonLow

Revised Terms of Reference for the Risk and Assurance
Committee

RISK AND ASSURANCE COMMITTEE

Membership

Chair (Independent)
Councillor (Deputy Chair)
His/Her Worship the Mayor

A second independent member may be appointed by the committee to
ensure appropriate mix of legal and financial skills.

Meeting Frequency

T . | FOURA4) 4

The committee shall meet FIVE (5) times per year with ONE (1) of those
meetings dedicated to reviewing the Annual Report.

Quorum

As set by Standing Orders.

Purpose

The purpose of the Risk and Assurance Committee is two fold:

e Provide assurance to key council policies, systems and controls
e Provide governance on council risk.
Specifically:

e Ensuring that Council has appropriate financial, health and safety
and internal controls in place for the purpose of managing,
analysing, treating, monitoring and communicating assurance.

e Ensuring that Council has appropriate management policies,
procedures and practices for the purpose of identifying, analysing,
evaluating, treating, monitoring and communicating risk.

© Morrison Low
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To determine, on an annual basis or more regularly depending on
legislation and market forces, the risk appetite of CHBDC and to
promulgate this to Council for ratification.

Responsibilities

The Council delegates to the Audit and Risk Committee the following
responsibilities:

e To monitor the Council’s treasury activities to ensure that it
remains within policy limits. Where there are good reasons to
exceed policy, that this be recommended to Council.

« To review the Council’s insurance policies on an annual basis.

e Toreview, in depth, the Council’s annual report and if satisfied,
recommend the adoption of the annual report to Council.

e To work in conjunction with Management in order to be satisfied
with the existence and quality of cost-effective health and safety
management systems and the proper application of health and
safety management policy and processes.

e To work in conjunction with the Chief Executive in order to be
satisfied with the existence and quality of cost-effective risk
management systems and the proper application of risk
management policy and processes, including that they align with
commitments to the public and Council strategies and plans.

e To provide a communications link between management, the
Council and the external and internal auditors.

« To engage with Council’s external auditors and approve the terms
and arrangements for the external audit programme.

« To engage with Council’s internal auditors and approve the terms
and arrangements for the internal audit programme.

« To monitor the organisation’s response to the external and
internal audit reports and the extent to which recommendations
are implemented.

« To engage with the external and internal auditors on any one-off
assignments.
e To work in conjunction with management to ensure compliance

with applicable laws, regulations standards and best practice
guidelines.

© Morrison Low
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Delegations

Subject to any expenditure having been approved in the Long Term Plan or
Annual Plan the Audit Committee shall have delegated authority to
approve:

« Risk management and internal audit programmes.

e Terms of the appointment and engagement of the audit with the
external auditor.

o Additional services provided by the external auditor.

e The proposal and scope of the internal audit.

In addition, the Council delegates to the Audit and Risk Committee the
following powers and duties:

e The Audit and Risk Committee can conduct and monitor special
investigations in accordance with Council policy, including
engaging expert assistance, legal advisors or external auditors,
and, where appropriate, recommend action(s) to Council.

¢« The Audit and Risk Committee can recommend to Council:

— Adoption or non-adoption of completed financial and
non-financial performance statements.

— Governance policies associated with Council’s financial,
accounting, risk management, compliance and ethics
programmes, and internal control functions, including the:
Liability Management Policy, Treasury Policy, Sensitive
Expenditure Policy, Fraud Policy, and Risk Management Policy.

— Accounting treatments, changes in generally accepted
accounting practice (GAAP).

— New accounting and reporting requirements. The Audit and
Risk Committee may not delegate any of its responsibilities,
duties or powers.

Professional learning and
development

All members will participate in a Risk and Assurance Governance Training
in the first year of membership.

© Morrison Low

Iltem 6.1- Attachment 1

Page 21



Council Meeting Agenda

14 March 2024

Proposed Council Risk Appetite Settings

Proposed
A Proud District

A Prosperous District

Strong Communities

Connected Citizens

Smart Growth

Durable Infrastructure

Environmentally Responsible

Risk Title

March 2024

Risk Appetite
Low

Low
MODERATE
Low
MODERATE
LOW

Low

Risk
Appetite

Risk Description

Proud District - Central Hawke’s Bay is proud of its identity and place in our region and nation

1. Council loses or reduces its
credibility or social licence to
operate

Council loses or reduces its credibility or social licence to lead the
community through its actions or behaviours. Council leads its
community through a mandate given to its elected members,
should this be damaged, its ability to lead the community will be
negatively impacted.

Connected Citizens

2. Business interruption

a. Cyber Security interruption

3. Inadequate civil defence response

a. The risk of tsunami

b. The risk of a flooding event

Business interruption caused by some unexpected event
impacting on service delivery.

Disruption to services impacting on the community and staff as
the result of IT systems failure. Increasing sophistication of cyber
security attacks may cause Council to be unable to defend a
significant cyber-attack, resulting in an inability to communicate
through normal channels, operate core functions or stand up a
response, severely impacting Councils reputation and potential
legal implications and /or fines.

Councils ability to reduce, be ready, respond or recover from
future emergency events are not at the standard our community
expects or deserve. Failure to respond adequately during a civil
defence emergency results in undue harm to members of the
community and delays in restoring the district to an operational
basis.

Severe weather events and climate change effects impacting
community. Sea level rise affects coastal communities resulting
in loss or damage to private property and council facilities.
Severe weather events that result in flooding (such as Cyclone
Gabrielle) and climate change effects impacting community
wellbeing.
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Prosperous District - is attractive to businesses. households and whanau that are actively engaged in,
and contribute, to our thriving district.

4.

Unknown ongoing impact of
Cyclone Gabrielle across Council

a. Unknown Cyclone impact to
community (Porangahau)

Inability to demonstrate value for
money to the rate payer

Central government funding
uncertainty

a. Roading funding uncertainty

Council is unable to deliver
Crown-funded projects

That rate increases are above
forecast levels

Cyclone Gabrielle has created a high level of uncertainty for
Councils budgets, in particular the cost of recovery and level of
government assistance. It has also impacted the delivery of
strategic projects. This pressure has been on resourcing in
particular where staff have been redeployed into recovery
planning and on higher priority activities. The risk and impact to
Council following this work is yet to be determined with the
impending release of NIWA modelling expected early 2024 and
will be followed by the development and updating of HBRC
hazard mapping.

There is uncertainty on the path forward for recovery in
impacted community areas, in particular Porangahau and it is
unclear what Council's level involvement will be.

Services and projects delivered by Council do not demonstrate
value for money for the district. Implementation of Council's
Financial Strategy is not effective in guiding appropriate decision
making to meet the financial pressures associated with
maintaining the assets in a manner that is affordable to the CHB
community. Breakdown in processes and monitoring mean that
there is a major cost overrun in high-profile projects. Financial
pressures have seen cost escalation, cyclone Gabrielle impacts.
Central government funding for programmes of work is reduced
or changes causing second order impact to council plans,
investments, projects or priorities. Central Govt funding that was
previously committed has the potential to be removed causing
uncertainty with project planning - including "better off" funding.

Although Waka Kotahi has recently approved the carry forward
of the remainder of the Response funding until June 30 2024 at
100% significant investment is still required to repair damaged
roads and funding beyond July 2023 is not certain.

Financial constraints on Council, compounded by the impacts of
Cyclone Gabrielle, are having second order impacts on Council's
ability to deliver Crown-funded projects. The re-prioritisation of
the capital works programme is having a flow-on impact on the
deliverability of strategic projects - in particular the Waipukurau
South Growth Precinct project which is part-funded by Kainga
Ora.

Rate increases have the potential to be above forecast and
consulted levels set in the 2021 Long Term Plan and as a result,
are perceived as unaffordable to the rate payer.

Strong Communities

Inadequate staffing capacity and
capability to deliver Council's
objectives

a. Inability to recruit business
critical roles - specifically at
ELT or 3rd tier management
level

People and workforce - capability challenges regarding the ability
to recruit staff with the desired levels of skill and experience.
Shortage of skilled staff impacts on ability to deliver services to
the community.

Council has specific hard to fill technical vacancies that are being
seen at a national level - particularly the GM - CID, Water,
Resource Consenting, Comms and Land Transport.
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10. Health & Safety - Failure to create
and maintain safe council facilities
and a safe environment for the
community and staff

11. Unknown ongoing viability of
community assets - Centralines
Aquatic Centre

There is a risk that CHBDC staff and contractors will be exposed
to hazards that could lead to death or irreversible injury or illness
or deterioration in health, during the course of their work.
Failure to create and maintain safe council facilities and a safe
environment for the community leading to death or serious

injury.

The ongoing viability of the Central Hawke's Bay District
Community Trust in unknown. Should the Trust choose to fold
then as per the Trust Deed it will default back to Council.

Smart Growth

12. Inability to service development
that then hinders or reduces
growth

a. Inability to deliver the water
capital works programme

13. Contracts value for
money/performance is not
achieved

a. Uncontrollable contractor
challenges

14. Growth projections aren't realised
as planned for in the LTP

External pressures posing significant impact on Council's ability
to deliver services for BAU or not meet development targets.
Should council not support growth to the level planned, then
the risk is development in the region will not occur at predicted
levels. The influx of development has also put pressure on the
tangible infrastructure to adequately service the development
and not have a negative impact on existing levels of service.

The changes to central govt, reform of 3 waters legislation and
the development of a Hawke's Bay waters model (at least 2 years
away), create huge uncertainty and financial difficulty due to the

lack of debt “head room”.

In a small council with a limited budget all contracts must deliver
benefits as described in documentation. The risk is that planned
benefits do not materialise or do so at less than planned levels or

value.

Officers continue to be challenged by the constraints and
contractor and material shortages in the external market with
the rapid pace in which pricing estimates can change, including a
significant increase in costs that weren’t originally anticipated.
The LTP makes predictions for district growth based on a series
of known variables and assumptions based on expert advice and
research. The risk is growth does not occur or occurs at lower

levels than predicted

Environmentally Responsible

15. Council's inability meet its
regulatory, legal or moral
obligations

a. Failure to achieve drinking
water legislative
requirements

b. Failure to meet wastewater
consent conditions -
discharge into waterways

Councils obligations to the environment are not met either
directly or indirectly, real or perceived to protect and steward

the environment for its community.

Failure to adhere to legislative requirements.

Councils obligations to the environment are not met either
directly or indirectly, real or perceived - with a specific focus on
water quality and discharge into waterways. Currently Council is
not meeting its consent conditions at the Waipawa, Waipukurau

wastewater treatment plants.

Durable Infrastructure

16. Critical asset failure

The condition of Council’s 3 waters assets vary from very good to
very poor. Those in poor condition are at risk of failure. Failures
are common.Significant funding has been tagged in the 2021-
2031 LTP to address this risk but, until such time as renewals
exceed time-based deterioration year by year, the risk remains
and must be actively managed. Beyond ‘physical failure’ through
wear and deterioration, Council also remains exposed to systems
failure through inadequate design or operation of complex

systems and plants.
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a. Failure of drinking water
main Takapau Road,
Waipukurau

b. Failure of water reservoirs in
Waipawa and Waipukurau

c. Failure of Tikokino Road
(Waipawa) Drinking Water
Plant due to flood

d. Failure of State Highway 2
bore field

17. Water resilience

a. Waipukurau drinking water
resilience

b. Pourerere Beach water
resilience
18. Disruption of essential services

a. Bridges failure with no
alternate route available x 3

b. Routes significantly damaged
by weather events

c. Road asset damage due to
weather

The Takapau Rd drinking water main supply is the only drinking
water supply to Waipukurau. There is limited drinking water
resilience should this main fail.

Waipukurau and Waipawa have limited drinking water storage
and limited resilience should one of the reservoirs fail.

The Tikokino water treatment plant is located beside the
Waipawa River and has flooded twice in the last 18 months. The
Waipawa and Waipukurau Wastewater plants are located next
to rivers also.

The project to upgrade the State Highway 2 bore field, that
produces the water to service the Waipukurau township, has
taken much longer than anticipated and has not yet produced
the benefits and outcomes expected. This has left operational
risk with the current infrastructure being unable to be taken
offline for servicing as it is required to run continuously in order
to supply the expected level of service.

Water resilience has been identified as a key project and series
of initiatives within the LTP. The district suffers from multiple
single points of failure in the district water system with resilience
projects and initiatives aimed at reducing this. The risk is that
these projects and initiatives do not occur as planned or in the
time provisioned.

Waipukurau township drinking water is reliant on one primary
source and does not have resilience in back-up supply should this
fail. Should the 2nd water supply project be rephased within the
capital programme, this risk to water supply will continue.

The existing water supply servicing the Pourerere Campground
does not meet the requirements of the new DWQAR's due to
inadequate infrastructure to meet these rules

Asset failure results in service interruption to network services
(waters and roading)

Currently 3 bridges within the district are unusable and no
alternative exist to divert traffic. Douglas Cutting, Titoki Road
and Makaramu bridges.

There are a number of routes that have been significantly
impacted by either Cyclone Gabrielle or previous weather events
and access is limited with high risk of deterioration or the
alternative route is significant - this includes Cooks Tooth Road,
Wimbledon Road, Tourere Road and Gwavas Road.

As well as the damage sustained in Gabrielle, large parts of the
roading network remain damaged from 2022 events. Combined,
this creates a significant impact for our road users as well as a
significant challenge for our teams of staff and contractors to
recover from. Limited maintenance contracts that don't and
can't account for the scale of repairs required.
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Document status

Job # Version
2838 DRAFT
2838 FINAL
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Report Date
October 2023
November 2023

Except for all client data and factual information contained herein, this document is the copyright of Morrison Low. All or any part of
it may only be used, copied or reproduced for the purpose for which it was originally intended, except where the prior permission to
do otherwise has been sought from and granted by Morrison Low. Prospective users are invited to make enquiries of Morrison Low
concerning using all or part of this copyright document for purposes other than that for which it was intended.
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Review Scope

Central Hawkes Bay District Council (CHBDC) has undergone a risk “journey” as a result of the 2018 and 2022
CouncilMARK reviews. These reviews were extremely positive on CHBDC performance however the reviews
identified areas for improvement relating to risk, and accordingly Council has responded. The creation of a
Risk and Assurance Committee, the appointment of an independent chair to that committee, the creation of
a comprehensive risk register and Elected Members and Senior Leadership Team (SLT) engaging in risk
discussions are all evidence of this journey and response to the review’s findings.

Council has indicated that they are now ready to move to the next level on their risk journey. Specifically the
desire to operationalise the current risk approach, add additional clarity organisationally. In essence add
depth and additional tailoring to Councils current risk management approach that embraces CHBDC unique
context. Council has guided that the review outcomes should aim to improve risk across council. These
outcomes are loosely aligned with the language and approach of “Risk Maturity” as described in the
Controller and Auditor General’s report on Local Government risk management practices?.

Our approach

The approach employed is detailed below and is designed to ensure Council is adequately positioned for the
2025 CouncilMARK review:

Stage 2 Stage 3

Stage 1

Project RISk. Impr'ovmg

R maturity risk

initiation . .
review maturity

Stage 1: Project initiation (16 June - 31 July 2023)

Stage 1 was the project initiation stage with a focus on gaining clarity on the desired outcome of the review,
scope, governance and context of the journey Council has been on so far and coordination for the review
approach. It consisted of the following activities:

e Review initiation meeting

o Literature and data review

1 Our Observations on Local Government Risk Management Practices, Controller and Auditor-General of New Zealand dated October
2021.
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Stage 2: Risk maturity review (1 August — 30 September 2023)

Stage 2 was the development of the risk maturity review. It involved a mixture of key stakeholder interviews,
observation of the Risk and Assurance committee and review of key documentation and policy. It consisted
of the following activities:

o Interviews with key stakeholders (interviews with SLT and key Risk and Assurance committee
members). This portion of the review aimed to gain a subjective view on how risk is currently
performing, and a sense of where key stakeholders feel there were opportunities and goals Council
should be aiming for.

o Review of leadership and direction including observation of Risk and Assurance committee. This
portion of the review looked at the governance elements of risk at Council as well as the “culture” of
risk.

» Review of people and development. This portion of the review looked at the training, skills and
education of those involved in risk at Council.

o Review of processes and tools. This portion of the review looked at how risk is monitored, reported
and responded to, at Council.

e Review of business performance. This portion of the review looked at how risk is managed (strategic,
project, enterprise) as well as business resilience and continuity.

Stage 3: Improving risk maturity (October)

Stage 3 was originally “to be confirmed” however as the project progressed elements of Stage 3 have been
confirmed and developed to be included in this report. Specifically:

» Anindicative DRAFT updated risk appetite setting
» Anindicative DRAFT and revised risk register
» Anindicative DRAFT risk report for the Risk and Assurance committee.

Outside of this report Morrison Low will provide an agreed level of support to assist in implementation of
change. This will not be discussed in this report in any further detail.

Our Findings

Our findings draw insight, as discussed earlier, from the Controller and Auditor-General of New Zealand
report: Observations on local government risk management? where they make several key observations, and
categorise those observations into four areas:

» Risk management framework
»  Clear governance roles and responsibilities
» Top risks or risk categories

» Improving risk management.

2 Qur Observations on Local Government Risk Management Practices, Controller and Auditor-General of New Zealand dated October
2021.
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This report will use these headings, and the key questions underpinning them, to develop our findings and
develop potential future opportunities for Council. It should be noted that this differs slightly from what was
proposed, but has subsequently been cleared with the project sponsor. We believe that the new approach is
better aligned with the Auditor-General approach. Further, by aligning with the Auditor-Generals approach
we enable Council to refer to, and benchmark with, a common framework when comparing Council’s
performance with other councils in the region and nationwide.

In conducting the review one key point comes through regularly, the impact of Cyclone Gabrielle. The
aftermath of Cyclone Gabrielle, a generational weather event, is a tipping point for change in risk and risk
management. While Councils approach to risk is good, but as identified could improve, Cyclone Gabrielle has
changed even that discussion. The impact of the cyclone cannot be overstated and many of the review’s
findings have a contextual undertone shaped by the cyclone and subsequent recovery activities.

Risk management framework

Does Council possess a formal risk management framework?

The current CHBDC Risk management framework document?® remains in DRAFT. This document should aim to
be finalised as soon as practical. The DRAFT document is a good framework, and in many ways represents
best practice for what a risk framework document should look like and address. However, it has two key
omissions:

o It lacks context or tailoring for CHBDC. The framework could, with very little effort, be lifted and
shifted into any council in the country. That lack of tailoring reduces the frameworks utility.

o Itlacks a “how” section. There is a lot of “why” and “what” but the how to operationalise risk at
Council and bring the concepts and approaches alive is missing.

While these two omissions are significant, they can be addressed outside the existing DRAFT document. One
way to approach this could be to finalise the DRAFT framework and then set a timeframe (for example, 6
months), issue an appendix or equivalent to improve the context and operationalisation of the framework.

One area that should be corrected, as part of adopting and finalising the DRAFT framework, is the consistent
error that appears throughout the document in assigning roles and responsibilities. Throughout the
framework it assigns responsibilities to the Chief Executive and the Executive Leadership Team. The review
considers this inappropriate. The Chief Executive is assigned a significant number of responsibilities
(fourteen) for risk in the framework. This reflects a poor understanding of a Council Chief Executive’s
responsibilities across all portfolios, risk or otherwise. As it relates to risk the Chief Executive, in our opinion
has one task:

Ensuring that council has appropriate management policies, procedures and practices for the purpose of
identifying, analysing, evaluating, treating, monitoring and communicating risk.*

The SLT is assigned responsibility for twelve tasks regarding risk, again the review believe this is incorrect.
The SLT provides the Chief Executive with information, evaluation, monitoring, communication ideas, fosters
coherence and ensures alignment. Management groups, such as the SLT, should not be assigned risk

3 CHBDC Risk management framework document, v2, dated September 2022.
4 Our Observations on Local Government Risk Management Practices, Controller and Auditor-General of New Zealand dated October
2021, page 7.
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responsibilities. Individuals or roles should be assigned risk responsibilities. Risk is best operationalised
through individual leaders, not management groups and committees.

It should be noted that the framework also assigned risk responsibility to General Managers. In a certain
sense this could be correct, and certainly in a larger organisation it may be appropriate. In CHBDC, with six
risk owners and a Council wide risk sponsor the addition of General Managers to the mix appears to be an
overkill and the review believes this should be removed from the framework.

Once these aspects are addressed, some
transactional editorials are required to make
the framework consistent and the framework
should be adopted.

Risk is best operationalised through individual leaders, not
management groups and committees.

It is the reviews finding that risk management at Council would appear to lack local context or tailoring®.
Councils approach to risk also appears to overlook the relative size and capability limitations of councils the
size of CHBDC. The processes contained in the DRAFT framework document are close to best practice in one
sense, but in another they are the same processes that the reviewer would expect to see in Wellington or
Christchurch, councils much larger in size and scale. As a Council of 70+ staff, many managers are managing,
leading and in some cases delivering services and support at the same time. These managers are responsible
for multiple portfolios and responsibilities. To be effective, risk management at Council should tailor its
approach to acknowledge staffing capacity and capability. This would likely look like a simpler and “lite” or
scaled version of a typical risk management framework.

The review looked at whether Council:

Possessed a risk management policy

Had appropriate processes to identify, analyse and evaluate risk
Allocated risk leadership to individuals within the organisation
Had a means to prioritise risk.

Council does possess appropriate policies, primarily through its DRAFT risk management framework, and this
has been discussed in detail above.

It possesses appropriate processes to identify, analyse and evaluate risk and has allocated risk across Council
to key leaders.

While Council had developed risk appetite settings and possesses a risk register, the risk register is pitched at
too high a level for it to be considered effective. By way of example, one of the twelve key risks is listed as
the water system and water system failure. This is too generalised for it to be useful for a council and
specifically a council of CHBDC size. It should aim to lower the sight of the risk register one or even two

5 Our Observations on Local Government Risk Management Practices, Controller and Auditor-General of New Zealand dated October
2021, page 5.
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levels down. For example, the water treatment facility in Waipukurau is a risk given its location within a flood
inundation zone (hypothetical example only). Further the risk register feels too theoretical and lacks the
operational detail Council could employ to monitor and treat risk at the right level. In the same vein as the
observations on the DRAFT risk management framework, the risk register requires simplification and a
“scaled” version in order for it to be truly useful.

The review found that the risk appetite settings set by the elected members appear to lack a process to
integrate them into day-to-day risk

management at Council. During the interview  Figure 1: CHBDC 2022 Risk appetite settings

process it was evident that elected members

felt the appetite settings provided council staff
with guidance as to what elected members Leadership and Governance — operational Low
were risk aware on, and areas where they were  Leadership and Governance - strategic opportunities
risk adverse. However, this guidance appears to  Financial Decision making - debt

have not been translated into operational risk Financial Decision making — rates and spending MIDDLE
management, risk reporting or the responses of  seryice Delivery - essential LoW
the Risk and Assurance committee. As a result
it appeared to the review that all risks were
managed and reported as if Council had a low

Service Delivery — non-essential MIDDLE

Asset and Project Management

. ) ; Health and Safety — death Low
risk appetite and that the settings were GREEN o
o . ] Health and Safety —injury MIDDLE
across the board. This is a missed opportunity ;
. . Public Health LOW
to refine and focus Council’s risk lens, even
The Environment MIDDLE

more important given the small size of Council
and its relative capacity.

The Chief Executive has assigned sponsorship of risk to a member of the SLT, one of the four General
Managers. The risk sponsor within Council prepares a risk report and briefs the SLT and the Risk and
Assurance committee when required across all aspects of risk with Council. In addition, as directed by the
DRAFT risk framework, six risk owners have been identified across Council. While interviewees have
indicated that risk owners present to the SLT and the Risk and Assurance committee where and when
required, the evidence reviewed would indicate that this is infrequent.

Council has delegated the governance of risk to the Risk and Assurance committee. Management and
Leadership has been delegated to the Chief Executive. The current Risk and Assurance committee terms of
reference (TOR) focus heavily on finance,
insurance, audit and the Annual Plan.
However it is the review teams opinion that
the terms of reference for the committee are
too silent on risk and that detail and
specificity is required, especially post Cyclone
Gabrielle.

Risk is therefore only discussed three times a year and then
only as part of a full agenda.

The Risk and Assurance committee currently meets four times year. One of those meetings are used almost
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exclusively for the Annual Report. Risk is therefore only discussed three times a year and then only as part of
a full agenda. This meeting schedule is considered too infrequent to effectively manage risk at CHBDC.

Do staff and elected members receive the training and support that they need to carry out their
risk management roles and responsibilities?

In interviews with the Mayor and Chief Executive it is clear that elected members do receive the support and
training required, albeit infrequently. The risk maturity review along with facilitated support to develop the
risk framework and risk appetite settings would indicate there is some support and training across Council.
However there was little evidence that this was consistent and available across all of council to all staff and
elected members. Consideration should be given to a regular training schedule, even if it is only once or
twice a year, and the provision of additional support and information to staff and elected members.

Does the Risk and Assurance committee possess some level of independent membership?

Council has appointed an independent member to the Risk and Assurance committee and has further
appointed that member as Chair. The independent member was selected based on their skills and experience
and the needs of Council at the time and it is clear they are adding real benefit to Council in this capacity.
Cyclone Gabrielle and the generational impact this event has had to the region, and the district, may now
require Council to review its Risk and Assurance committee membership. Further given the amount of
change occurring or planned to occur in Local Government now and over the next five years it would be wise
to review the Risk and Assurance committee membership annually, for the foreseeable future.

Top Risks or Risk categories

Did Council have a good view on its top risks?

Council has set its risk appetite settings and has listed its key risks as:

« Water
» Waste
e Assets

+ Health and Safety

«  Emergency management
o Staff

» Business continuity

« Service delivery

e The environment

»  Financial strategy

These risks are consistent with the Local Government sector risks across New Zealand.®

6 Our Observations on Local Government Risk Management Practices, Controller and Auditor-General of New Zealand dated October
2021, page 21.
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Figure 2: Top local government risks as identified by a selection of councils across New Zealand

The top risks identified by councils were wide-ranging

Councils were asked to name their number one risk ...

P .
- s/
11 6 4 4

Health and Climate change Cybersecurity / Emergency
safety Info systems management/ Business
Continuity Planning

i # & -
4 3 2 1 1

ili i i Asset
Asset failure  Staffing capability  Financial management/ Natural
or retention sustainability hazards management

In discussions with the Mayor, elected Members, the Chief Executive and SLT members there was real clarity
on what the top risks were in Council. However the risks the key stakeholders described and the risks
described in the risk register did not match. Broadly the risks described in the interviews were:

Social licence and reputation

Emergency management

Service levels and services

Support to district growth

Staff

Business continuity

Value for money

Councils ability to meet its regulatory obligations

Critical asset failure

Further in describing the risks, key stakeholders provided quite specific information that indicated that they
possessed a system view of risk across Council. This supports the review findings discussed earlier that the
current risk register is pitched at too high a level and lacks the specificity required to operationalise risk at
Council.

© Morrison Low
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Quantitative risk deals with numbers and statistics: outputs. Qualitative risk deals with words and meaning:
outcomes. There was clear evidence that Council possessed a quantitative view on risk. What was not
evident was a qualitative view. The appetite for qualitative measures was discussed in detail however as
progressive improvement with Emergency Management as an early focus. It is our opinion that qualitative
risk management should be a goal for Council but as a stretch target. Within the context of Council resources
and the Councils risk maturity it should form the basis of the next reviews goals and targets.

In summary, council possesses a risk management framework and has clear governance roles and
responsibilities, but they lack tailoring and context. This is best evidenced by the current risk register which
lacks suitable fidelity to enable council officers to effectively manage and elected members to effectively
govern. In addition Cyclone Gabrielle has changed the situation within the region with recovery likely to
dominate council business and service for the foreseeable future. Therefore, Council could be considered to
possess a good level of risk maturity, but improvements are required.

© Morrison Low 8
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Improving Risk Management

As a result of the risk maturity review the following eight improvements are suggested for Council to
consider and adopt where appropriate. The risk register and risk report improvements should be prioritised.
enabling better governance, leadership and management discussions to occur and risk to be operationalised.

Leadership and direction

Risk Appetite

The elected members risk appetite setting activity of November 2022 is no longer valid given the devastation
caused by Cyclone Gabrielle in the New Year of 2023. As a result of the workshop conducted in October 2023
two recommendations are made:

» Change the risk headings from the ones described in the DRAFT risk framework to the headings
contained in the Long Term Plan 2018-2028.

« Redo the risk appetite settings.

Figure 3: Current and proposed risk headings

Leadership and Governance — operational A Proud District
Leadership and Governance — strategic opportunities

Financial Decision making - debt A Prosperous District
Financial Decision making — rates and spending

Service Delivery — essential Strong Communities

Service Delivery — non-essential

Asset and Project Management Connected Citizens

Health and Safety — death Smart Growth

Health and Safety — injury

Public Health Durable Infrastructure

The Environment Environmentally Responsible

The October workshop discussed a refreshed risk appetite setting using the proposed headings. This DRAFT
product considered not just each heading but each risk within that heading. The DRAFT product is below.
This should be considered by the Risk and Assurance committee, refined where appropriate and APPROVED
at the earliest opportunity by Council.
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Figure 4: DRAFT CHBDC 2023 risk appetite settings

A Proud District

A Prosperous District

Strong Communities MODERATE
Connected Citizens
Smart Growth MODERATE

Durable Infrastructure

Environmentally Responsible

Risk and Assurance terms of reference

A suggested modified Risk and Assurance terms of reference is contained in Appendix D. In overview it adds
additional detail regarding risk. it is recommended that the committee should increase its annual meetings
from four to five meetings per year. This should be considered by the Risk and Assurance committee, refined
where appropriate and APPROVED at the earliest opportunity by Council.

Risk and Assurance committee membership
A number of contextual challenges face Council now and into the future:

+ Recovery from the impact of Cyclone Gabrielle

» The range and depth of changes to Local Government over the next five years.

Given this context it is considered appropriate that Risk and Assurance committee membership is reviewed
and reviewed annually there on in for the foreseeable future. The anticipated experience and skills
anticipated to be required are in the areas of transport, waste and water.

People and development

Training

Council should aim to establish a series of appropriately sized and scaled annual training activities for both
elected members and staff. The training should employ a scenario framework using the risk register and risk
appetite settings to enable those attending the training to better contextualise risk in their business unit.

Processes and tools

Prioritise putting in place a formal risk management framework

Council should aim to re-edit the DRAFT risk management framework and publish to a FINAL version, by the
end of 2023.
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The risk report, currently a narrative driven report, should change to a A3 driven report that mixes both
subjective and objective information and blending trend with risk appetite settings. An indicative DRAFT risk
report is contained in Appendix C.

The current risk register is too high a level and requires a tailored lowering of its sight to be useful to Council.
Further the risk register should be simplified to accommodate the capacity and capability of a small council
like CHBDC. An indicative DRAFT simplified risk register has been developed at Appendix B. The DRAFT risk
register should be considered indicative. It has been developed with the Chief Executive and the Council’s
risk sponsor but would benefit from internal engagement with staff and elected members. The risk sponsor
should engage internally with key risk owners to further develop the DRAFT. This DRAFT should be
considered by the Risk and Assurance committee, refined where appropriate and APPROVED at the earliest
opportunity by Council.

The DRAFT risk framework document, as discussed, provides a sound “why” and “what” for risk management
but unfortunately lacks a “how”. Appendix A provides an indicative and DRAFT workflow for risk and risk
management within Council. The risk sponsor should engage internally with key risk owners to further
develop the DRAFT. This DRAFT should be considered by the Risk and Assurance committee, refined where
appropriate and APPROVED at the earliest opportunity by Council.
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Workflow

CENTRAL
HAWKE'S] BAY

DISTRICT COUN

Risk Owners

A proud district
Monitor risk

Risk Sponsor

Fortnightly report
Quarterly report development
Deep dive report annually

A prosperous district
Monitor risk
Fortnightly report
Quarterly report development
Deep dive report annually

Smart communities
Monitor risk
Fortnightly report
Quarterly report development
Deep dive report annually

Connected citizens
Monitor risk
Fortnightly report
Quarterly report development
Deep dive report annually

Smart growth
Monitor risk
Fortnightly report
Quarterly report development
Deep dive report annually

Durable infrastructure
Monitor risk
Fortnightly report
Quarterly report development
Deep dive report annually

Environmentally responsible
Monitor risk

Fortnightly report =
Quarterly report development
Deep dive report annually

Fortnightly report
Collate Fortnightly report

Quarterly report
Collate Quarterly report

Deep dive
Co-ordinate 2 deep dive topics

Risk appetite
Develop in DRAFT next FY risk
appetite settings

Risk register
Monitor, update and manage

Management

Risk Workflow

CE through ELT

Emerging risk
Any risks that have moved to RED
that effect operations or reputation.
Likely H+S and Services
Risk owner to CE directly

A

Monitor

Fortnightly report
Discuss Fortnightly report

Quarterly report
Confirm quarterly report

Risk appetite
Confirm DRAFT next FY risk appetite
settings

Risk and Assurance Committee

Escalate

v

Risk Report 1
Deep dive 2 risk themes
- Discuss risks outside of settings

Risk Report 2
- Deep dive 2 risk themes
- Discuss risks outside of settings

Risk Report 3
- Deep dive 2 risk themes
- Discuss risks outside of settings

Risk Repord
- Deep dive 2 risk themes
- Discuss risks outside of settings

v

v

v

A
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Council

Emerging risk
- Any risks that have moved to RED
that effect operations or reputation.
Likely H+S and Services
- CEto Mayor directly

No surprises report/update
- Discuss Fortnightly report when
required - verbal

Escalated Risk Report
- Discuss risks outside of settings

Risk Appetite review
- Review annually at start of FY

Risk Register review
- Review all risks in overview at start
of FY

Governance
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Appendix B

Indicative Risk Register Template

Appendix B should be considered a template only. Several the rows have been completed to provide guidance only.

Risk Description

Proud District - Central Hawke’s Bay is proud of its
identity and place in our region and nation

Council loses or reduces its social license to lead the
community through its actions or behaviours

Councils ability to reduce, be ready, respond or
recover from future emergency events are not at
the standard our community expects or deserve
e Specific focus on our most dangerous situation of a
Tsunami

e Specific focus on our most likely situation of a
flood

Prosperous District - is attractive to businesses.

Households and whanau that are actively engaged

in, and contribute, to our thriving district.

The ability to provide service levels and services to

the district to the level required, now and in the

future

Councils ability to provide essential service delivery
in key areas hinders or reduces growth

Land transport development
3 waters delivery
3 Waters - the future

Services and projects delivered by CHBDC do not
demonstrate value for money for the regions
citizens

CG funding for programmes of work is reduced or
changes causing second order impact to council
plans, investments or priorities

© Morrison Low

Risk Owner - who is

Inherent Risk

N

BAU Controls - what are we
doing to minimise the risk

Strategically - LTP, AP funding.
Engagement with community on
priorities, define essential and
less essential services. Confirm
service level settings with
elected members. Operational -
CE and ELT to agree to minimum
staffing levels, monthly review of
service levels and finance, pulse
surveys with community

Xindicates above
appetite settings

What has happened?

First order and second
order impacts from
cyclone Gabriel

Escalate actions

CE for Amber and Red.
R+A to note at Amber
and escalate to Council
to discuss if Amber
begins to trend to Red
or Amber endures for
2 quarters or more

A

MorrisonLow

What anticipated
actions are there

Increase
communication with
community. CE to lead
discussion with elected
members to prioritise
services and service
levels. Review risk
appetite with a time
frame - likely until June
2024
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Risk Description Risk Appetite Risk Owner - who is Inherent Risk BAU Controls - what are we
accountable doing to minimise the risk
That targeted rates increase is above forecast and

consulted levels

Strong Communities

People and workforce - capability challenges

regarding the ability to recruit staff with the desired

levels of skill and experience

CE and ELT agree to key roles
within the organisation and
establish a prioritisation list.
Monthly updates on staffing at
ELT, annual review of key roles
REM, annual review of key roles
list

e Specific focus on Planning, Land Transport,
Management across Council of "technical"
portfolios - Water, Waste, Contracts, PM,
Transport

The ability to secure contractor capability and
capacity for essential council services to the service
level desired

Health & Safety - Failure to create and maintain safe
Council facilities and a safe environment for the
community and staff leading to death or serious
injury

Business interruption caused by some unexpected
event impacting on service delivery

Smart Growth

Contracts value for money/performance is not
achieved

Smart growth doesn't happen as described and
planned for in the LTP

CHBDC role in supporting future development in the
region is significantly impacted

Environmentally Responsible

Council unable to meet its regulatory, legal or moral
obligations to protect and steward the environment
for its community

Focus on waste water

Focus on water quality and discharge into waterways
Durable Infrastructure

Critical asset failure

Main water pipe in location x _

Reservoir x, y, z

section of water line x

© Morrison Low 3

Current Risk

What has happened?

Escalate actions

CE for Amber and Red.
R+A to note at Amber
and escalate to Council
to discuss if Amber
begins to trend to Red
or Amber endures for
2 quarters or more

A
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What anticipated
actions are there

If Amber endures for 2
quarters or more CE to
begin review of REM
for targeted roles or
contractor support.
Contractor support
only an option if
situation likely to
improve within a FY
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Risk Description

Waste x, y, z

Water resilience

Delivery of LTP projects
Delivery of AP projects

Disruption of essential services

© Morrison Low

Risk Owner - who is

BAU Controls - what are we Current Risk
doing to minimise the risk

Regular and planned X
maintenance programme, ID of

key components of waste system

with a focus on crucial

components, funding prioritised

in LTP and AP and investment

plan matches or is better than

inflation, waste staff prioritised

in staffing and recruitment

priorities, REM at 100% or higher

of market

Major capital project funded X
inside the LTP

What has happened?

Cyclone Gabriel has
damaged the waste
system. Remediation
occurring but will take
longer than 2 quarters
to resolve

Cyclone Gabriel has
damaged the water
resilience further.
Remediation occurring
but will take longer
than 2 quarters to
resolve

Escalate actions

CE for Amber and Red.
R+A to note at Amber
and escalate to Council
to discuss if Amber
begins to trend to Red
or Amber endures for
2 quarters or more

CE for Amber and Red.
R+A to note at Amber
and escalate to Council
to discuss if Amber
begins to trend to Red
or Amber endures for
2 quarters or more

A
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What anticipated
actions are there

LTP 24 - 34 Investment
planning in
consultation
document. CFO and CE
to discuss. CE and
Mayor to discuss.
Council to discuss as
part of LTP planning
and guidance activities

LTP 24 - 34 Investment
planning in
consultation
document. CFO and CE
to discuss. CE and
Mayor to discuss.
Council to discuss as
part of LTP planning
and guidance activities
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Appendix C Indicative Risk Report Template

o = - Correct as at Insert date prepared
CENTRAL Risk and Assurance Committee ki
HAWKE S BAY . Prepared by Nicola Bousfield
DISTRICT COUNCIL Risk Status Report — Quarter X — 202X Spomsor Soug Tate
D e e By Tl e i H Pl Narrative for those risks outside of Risk Appetite settings
Risk description Appetite BAU actions Trend Current
The ability to provide service levels and services to the district to the level required, now and in
a1 a2 a3 a4 the future

Council loses or reduces its sodal license to lead the

. . . i Insert a narrative of what caused the risk to fall outside of appetite settings, what has been done to
Community through its actions or behaviours

resolve the issue, what the resource bill will be and the timeframe the issue will be solved by

Councils ability to reduce, be ready, respond or recover
from future emergency events are not at the standard our

Community expects or deserve Ensure the narrative provides an indication of which risk owner is responsible and what actions, if
Prosperous District - is attractive to businesses. households and whinau that are actively engaged in, and contribute, to our thriving district. any, governance is required to play in solving the issue
Risk description Appetite | BAU actions Trend Current X — Indicates where the risk setting is worse than the Councils appetite. Note that trend is key here.
Agreement between elected members and council officers is key in reporting. In some risk the
o1 Q2 [ a3 | o4 trend of two (2) or more quarters will trigger a risk report. In others the breaching of the setting

The ability to provide service levels and services to the X will trlgger are pnrt.

district to the level required, now and in the future

The risks contained in the risk report are the “rolled up” risks. The risk report has more detail and

Councils ability to provide essential service delivery in key X
Erezs hinders or reduces growth should be considered the prime reference.
Services and projects delivered by CHBDC do not X
demonstrate value for money for the regions citizens Councils ability to provide essential service delivery in key areas hinders or reduces growth
CG funding for programs of work is reduced or changes
Causing second order impact te council plans, investments Insert narrative
or priorities
n“‘tl targeted rates increase is above forecast and consulted X Services and projects delivered by CHBEDC do not demonstrate value for money for the regions
evels e
citizens
Strong communities

Insert narrative
Risk description Appetite BAU actions Trend Current

That targeted rates increase is above forecast and consulted levels

People and workforce - capability challenges regarding the Insert narrative
Ghility to recruit staff with the desired levels of skill and
Experience

The ability to secure contractor capability and capacity for
pcsential council services to the service level desired

Health & Safety - Failure to create and maintain safe council
facilities and a safe environment for the community and
51aff leading to death or serious injury.

Business interruption caused by some unexpected event
mpacting on service delivery.
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DISTRICT COUNCIL

HAWKE'S BAY

Risk and Assurance Committee
Risk Status Report — Quarter X — 202X

Smart growth

Risk description

Appetite

BAU actions

Trend

a3

a4

Current

Contracts value for money/performance is not achieved

Emart growth doesn't happen as described and planned for
n the LTP

CHBDC role in supporting future development in the region
s significantly impacted

Environmentally responsible

Risk description

Appetite

BAU actions

Trend

as

Qs

Current

Council unable to meet its regulatory, legal or moral
Dbligations 1o protect and steward the environment for its
Community

Risk description

Appetite

BAU actions

Trend

a3

a4

Current

Critical asset failure

vater resilience

Delivery of LTP projects

Delivery of AP projects

Disruption of essential services

© Morrison Low

Narrative for those risks outside of Risk Appetite settings

Insert narrative

il
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Correct as at

Insert date prepared

Prepared by

Nicola Bousfield

Sponsor

Doug Tate
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Revised Terms of Reference for the Risk and Assurance
Committee

RISK AND ASSURANCE COMMITTEE

Membership

Chair (Independent)
Councillor (Deputy Chair)
His/Her Worship the Mayor

A second independent member may be appointed by the committee to
ensure appropriate mix of legal and financial skills.

Meeting Frequency

T . | FOURA4) 4

The committee shall meet FIVE (5) times per year with ONE (1) of those
meetings dedicated to reviewing the Annual Report.

Quorum

As set by Standing Orders.

Purpose

The purpose of the Risk and Assurance Committee is two fold:

e Provide assurance to key council policies, systems and controls
e Provide governance on council risk.
Specifically:

e Ensuring that Council has appropriate financial, health and safety
and internal controls in place for the purpose of managing,
analysing, treating, monitoring and communicating assurance.

e Ensuring that Council has appropriate management policies,
procedures and practices for the purpose of identifying, analysing,
evaluating, treating, monitoring and communicating risk.

© Morrison Low
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To determine, on an annual basis or more regularly depending on
legislation and market forces, the risk appetite of CHBDC and to
promulgate this to Council for ratification.

Responsibilities

The Council delegates to the Audit and Risk Committee the following
responsibilities:

e To monitor the Council’s treasury activities to ensure that it
remains within policy limits. Where there are good reasons to
exceed policy, that this be recommended to Council.

« To review the Council’s insurance policies on an annual basis.

e Toreview, in depth, the Council’s annual report and if satisfied,
recommend the adoption of the annual report to Council.

e To work in conjunction with Management in order to be satisfied
with the existence and quality of cost-effective health and safety
management systems and the proper application of health and
safety management policy and processes.

e To work in conjunction with the Chief Executive in order to be
satisfied with the existence and quality of cost-effective risk
management systems and the proper application of risk
management policy and processes, including that they align with
commitments to the public and Council strategies and plans.

e To provide a communications link between management, the
Council and the external and internal auditors.

« To engage with Council’s external auditors and approve the terms
and arrangements for the external audit programme.

« To engage with Council’s internal auditors and approve the terms
and arrangements for the internal audit programme.

« To monitor the organisation’s response to the external and
internal audit reports and the extent to which recommendations
are implemented.

« To engage with the external and internal auditors on any one-off
assignments.
e To work in conjunction with management to ensure compliance

with applicable laws, regulations standards and best practice
guidelines.

© Morrison Low
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Delegations

Subject to any expenditure having been approved in the Long Term Plan or
Annual Plan the Audit Committee shall have delegated authority to
approve:

« Risk management and internal audit programmes.

e Terms of the appointment and engagement of the audit with the
external auditor.

o Additional services provided by the external auditor.

e The proposal and scope of the internal audit.

In addition, the Council delegates to the Audit and Risk Committee the
following powers and duties:

e The Audit and Risk Committee can conduct and monitor special
investigations in accordance with Council policy, including
engaging expert assistance, legal advisors or external auditors,
and, where appropriate, recommend action(s) to Council.

¢« The Audit and Risk Committee can recommend to Council:

— Adoption or non-adoption of completed financial and
non-financial performance statements.

— Governance policies associated with Council’s financial,
accounting, risk management, compliance and ethics
programmes, and internal control functions, including the:
Liability Management Policy, Treasury Policy, Sensitive
Expenditure Policy, Fraud Policy, and Risk Management Policy.

— Accounting treatments, changes in generally accepted
accounting practice (GAAP).

— New accounting and reporting requirements. The Audit and
Risk Committee may not delegate any of its responsibilities,
duties or powers.

Professional learning and
development

All members will participate in a Risk and Assurance Governance Training
in the first year of membership.

© Morrison Low
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Appendix E Literature review, Interviews and Workshop

The following literature was reviewed through Phase 1 and 2:

DRAFT CHBDC Risk Framework dated November 2022

Office of the Auditor General — Our observations on local government risk management practices
dated October 2021

The following stakeholder interviews were conducted during Phase 2

Her Worship the Mayor — Alex Walker

CE — Doug Tate

GM People and Business enablement and Risk Sponsor — Nicola Bousfield
CFO — Brent Chamberlain

GM Strategic Planning and Development — Dylan Muggeridge
GM Community infrastructure and Development — Josh Llyod
Chair Risk and Audit committee — Neil Bain

Member Risk and Audit committee — Tim Aitken

Member Risk and Audit committee — Pip Burne

Member Risk and Audit committee — Gerard Minehan

HSE Global - Dan Davis

BECA — Darren De Klerk

As part of a standard elected member workshop on 11 October 2023 the review team was provided with a
two hour window to discuss the risk maturity review scope, progress and develop a DRAFT and revised risk
appetite setting. The following elected members and council staff were present:

Her Worship the Mayor — Alex Walker

CE — Doug Tate

GM People and Business enablement and Risk Sponsor — Nicola Bousfield

Chair Risk and Audit committee — Neil Bain

Member Risk and Audit committee — Tim Aitken

Member Risk and Audit committee — Pip Burne

Member Risk and Audit committee — Gerard Minehan

© Morrison Low a
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7 REPORT SECTION

7.1 BETTER OFF FUNDING - UPDATE AND FUNDING DIRECTION
File Number:

Author: Dylan Muggeridge, Group Manager, Strategic Planning & Development
Authoriser: Doug Tate, Chief Executive

Attachments: Nil

PURPOSE

The matter for consideration by the Council is the allocation of Better-Off Funding, in the context of
preparing options for public consultation on the Three-Year plan.

RECOMMENDATION
Option 1

1. Council allocates the Better-Off Funding as presented in option 1 — Full allocation of
Better-Off Funding as presented in this report, subject to Government approval.

2. Council requests Officers to reflect this allocation of Better-Off Funding in the
preparation of options for consultation for the Three-Year Plan. OR

Option 2

1. Council allocates the Better-Off Funding to the following projects only, subject to
Government approval:

e [List of projects selected]
[ ]

2. Council requests Officers to reflect this allocation of Better-Off Funding in the
preparation of options for consultation for the Three-Year Plan.

3. Council requests Officers to prepare additional options for the allocation of the balance
of Better-Off Funding. OR

Option 3

1. Council requests Officers to present alternative options for the allocation of Better-Off
Funding.

BACKGROUND

Council resolved in September 2023 to apply to the Department of Internal Affairs for the ‘Better-
Off Funding’, a package of $2.5 billion put in place by the then Government to support the local
government sector through the transition to the new water services delivery system (drinking water
wastewater, stormwater) as part of the Three Waters Reforms.

Central Hawke’s Bay had a total allocation of $11.3 million, split across two tranches:
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e  Tranche 1 (July 2022): $2.83 million.

e  Tranche 2 (July 2024): $8.5 million.

Council successfully applied for this funding, with a deliberate strategy and programme of work set
for how to use the Better-Off Funding based on the availability of two tranches of funding. Central
Hawke’s Bay District Council applied for the First Tranche of Better-Off Funding in September

2022 (Resolution 22.75) and was allocated (contractually) the first Tranche of funding, $2.83
million, in January 2023.

As part of ongoing changes to the Three Waters Reforms, the then Government cancelled the
second Tranche of funding, meaning CHBDC would be left with $2.83 million.

Following Cyclone Gabrielle, DIA and Crown Infrastructure Partners (who administers the Better
Off Funding) gave the opportunity to Councils to re-allocate funding towards Cyclone Recovery
activities. CHBDC took this opportunity to re-allocate $250,000 towards coordination of its recovery
efforts.

Council has the ability to further re-allocate the balance of Better-Off Funding, following the criteria
set by the DIA.

This report presents options for Council to re-allocate this funding with a view to including
decisions made by Council into the options for public consultation on the Three Year Plan currently
being prepared.

DISCUSSION

Criteria for Better-Off Funding

The Department of Internal Affairs (DIA) set 3 criteria in 2022 for the allocation of Better-Off
Funding projects/programmes of work. The three criteria are as follows:

. support communities to transition to a sustainable and low-emissions economy, including by
building resilience to climate change and natural hazards.

+  deliver infrastructure and/or services that enable housing development and growth, with a
focus on brownfield and infill development opportunities where those are available.

. deliver infrastructure and/or services that support local place-making and community
wellbeing.

Five projects were initially approved by Council and by DIA for Better-Off Funding:

1.  Thriving Tamatea Places and Spaces — Community and Commercial Property Needs

2. Tamatea — Central Hawke’s Bay’s Capability and Capacity Programme

3. Development of a Tamatea Central Hawke’s Bay Community Futures Investment Strategy

4. Driving Housing Outcomes in Tamatea — Central Hawke’s Bay

5. Thriving Places and Spaces Quick Wins

Initially projects for consideration for funding excluded Land Transport or Three Waters

infrastructure projects, however we understand from Crown Infrastructure Partners that Three
Waters projects can now be considered for funding.

Following Cyclone Gabrielle, Council has had the ability to re-allocate funding toward Cyclone
Gabrielle recovery activities, an option that is still currently available to Council.
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Projects already committed for Better-Off Funding

Council has already committed $140,000 for the development of a Master Plan for Russell Park in
Waipukurau (as part of project 5 listed above), and also $250,000 towards the co-ordination of
Cyclone Gabrielle Recovery efforts for the 2023/24 financial year.

Better-Off Funding as part of the Three-Year Plan preparation

Council is currently preparing its budget for its Three-Year Plan, which needs to be finalised by 30
June 2024. As already signalled to the Central Hawke’'s Bay Community, the Three-Year Plan will
contain some significant rates increases — over 20% on average — from 1 July 2024, in an
environment where community is already facing significant cost of living and affordability issues.

In preparing the draft budget over the past several months, Council has already pulled many levers
in order to limit the forecast rates increase as low as possible. This has included deferring capital
works to outer years and considering, and in some instances reducing, the levels of service
currently offered by Council.

The elected Council has identified that Better-Off Funding could be applied to ease the financial
burden on the ratepayer (ie, lower the projected rates increase) if certain projects or programmes
of work could be funded through Better-Off Funding rather than through rates. Council has also
identified that progress could also be made on one of the Elected Member Priorities for this
Triennium — Community Activation — by funding some tangible projects across Central Hawke’s
Bay through the Better Off Funding.

Elected Members therefore directed Officers to prepare options on how to re-allocate Better-Off
Funding as part of the finalisation of the draft Three-Year Plan budget, based on three objectives:

1.  Options to reduce impact on ratepayers (targeted ratepayers in particular) in the draft Three-
Year Plan budget (Year 1 in particular).

2. Options to fund tangible “nice to haves”/community activation projects for community over the
next 3 years.

3. Options to negate the loss of some levels of service already being deprioritised in the
preparation of the draft Three-Year Plan budget.

Officers have prepared these options, which are outlined in the sections below.

Objective 1: Reducing the burden on the ratepayer

Officers have four projects which would fit within the Better-Off Funding criteria that would help to
reduce the project rates (in particular targeted rates) increase in the first year of the Three-Year
Plan:

1. Funding Council’'s proposed increase level of service in stormwater management following
Cyclone Gabrielle - $860,000.

Cyclone Gabrielle significantly impacted and exposed the vulnerability of Central Hawke’s Bay’s
stormwater network. This project is an important component of Central Hawke’s Bay’s cyclone
recovery plan that would see a step change in the management of the stormwater network through
a significant increase in scheduled and planned maintenance of the open drain network. $850,000
(85% targeted-rate funded and 15% general-rate funded) has currently been included in the draft
Three-Year Plan budget for Year 1. If Better-Off Funding were to fund this project, this would
reduce the projected average target rates increase by 7.3% and the general rate by 1.3%.

This project also includes $10,000 to explore the possibility of bringing the delivery of this
programme of physical works in-house, through the preparation of a business case.
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Further to the information provided in workshop and through slides in 2023 and 2024, Officers
have been asked to formally confirm what the additional stormwater funding investment proposed
will deliver.

The works outlined will be subject to future contractor procurement, however it will be this level of
maintenance the additional funding is intending to achieve:

Activity Description

Open Channel | Vegetation clearance for major open drain channels including residential Pah flat,
Vegetation Eastern Interceptor, Bush Drain and Takapau Rd. An already reduced frequency means
Removal residents will notice some overgrowth, but the vegetation should not reach the stage

where it presents a major blockage of the drain. This also eliminates the need for large
tree (particularly willow) removal in the future as saplings are controlled.

Open Channel | Open bed excavation to remove sedimentation and vegetation overgrowth. This
Bed Excavation | maintains capacity and velocity of major drainage channels.

Piped Network | 10% of the piped stormwater network flushing and CCTV — this would mainly cover
Maintenance service requests and instances of blockage with some remaining for network
investigations.

2. District Inflow and Infiltration (1&I) Project (Year 1) - $150,000

Funding the targeted rate funded portion of this project ($150,000 of $300,000 total cost currently
included in the draft Three-Year Plan) would fund the resource required to administer the rollout of
defect notices to private property owners for which previous inspections have identified defects
contributing 1&l into to Council’'s wastewater system. This funding will continue to also support
ongoing private property inspections, in line with Council’s 1&l strategy. If Better-Off Funding were
to fund this project, this would reduce the projected average target rates increase by 1.5%.

3.  Bulk Water Metering (Year 1) - $50,000

This project would see the installation of in-reticulation network metering to provide data, which
would support greater understanding of water usage, water losses, etc. This project is referenced
as an action in Council’s Sustainable Water Management Plan (approved by Council February
2021). If Better-Off Funding were to fund this project, this would reduce the projected average
target rates increase by 0.5%.

4.  District Halls UV upgrades - $100,000

As per new standards and regulations from Taumata Arowai (the Government’s water services
regulator) upgrades in the drinking water treatment (UV) in rural halls are required to meet the new
standards. The importance of having functioning and resilient halls is also an important feature of
our cyclone recovery planning. This project would see the upgrades conducted for the rural halls
that require it. $100,000 (100% general rate funded) is currently included in the draft Three Year
Plan Budget. If Better-Off Funding were to fund this project, this would reduce the projected
average general rates increase by 1%.

The combined value of these 4 projects is $1,160,000. Officers estimate that if Better-Off Funding
were to fund these projects this would save:

o Approximately 9.3% on the projected average targeted rates increase and 2.3% on the
general rate in Year 1 of the Three Year Plan.

e  Approximately a $260 average saving in Year 1 for the targeted ratepayer

e  Approximately 4.2% on the projected average rates increase across the district.

Item 7.1 Page 54



Council Meeting Agenda 14 March 2024

Objective 2: Tangible community activation projects over the next 3 years

Elected Member Priorities for the current triennium contain a priority of “community activation”,
which has an overarching aim to develop “a plan to address the challenges and opportunities we
have in our Waipukurau and Waipawa town centres [...] and have enabled community ownership
of our great place.”

Through the refinement of the draft budget for the Three Year Plan, a number of projects that were
budgeted to make progress towards this priority were deprioritised and/or pushed out to be funded
to later years in order to reduce the burden on the ratepayer in the next three years. This means
there is effectively very little funding left in the draft budget to fund any projects to achieve this
priority.

The Better-Off Funding offers an opportunity to progress some of these projects, in partnership
with our community. The projects considered as part of this option are outlined below.

1. Harker Street Reinstatement - $150,000

The flooding from the Waipawa River as a result of Cyclone Gabrielle significantly damaged the
Southern end of Harker Street, meaning that this part of Harker Street has been closed since the
Cyclone. Harker Street enables significant community wellbeing outcomes by providing access to
the Waipawa swimming pool and Madge Hunter Park, as well as an alternative safe access to and
from the Waipawa Primary School, clubs, campground, businesses and residences businesses
along Harker Street. The Better-Off Funding would enable the reinstatement of both the protection
(from vehicles) required to the KiwiRail-owned rail bridge, as well as the reinstatement of the
pavement. The reinstatement of Harker Street would restore vehicle access, and would be
designed in consultation with the community.

2. Waipawa town centre plan implementation - $100,000

Cyclone Gabrielle significantly impacted Waipawa, in particular the Southern end of town / Madge
Hunter Park area. In addition, as part of its Thriving Places and Spaces programme of work
Council adopted town centre plans for both Waipukurau and Waipawa in 2022. This funding would
enable progress to be made with recovery activities on places and open spaces at the Southern
end of town, as well as enabling implementation of actions included in the town centre plan for
Waipawa (eg, improved signage, landscaping, work on building facades etc). This funding would
be complementary to the Streets for People funding from NZTA, which is focused on physical
interventions along the main street of Waipawa to reduce traffic speeds and provide safer
pedestrian crossing options. Implementation of the actions would be conducted in collaboration
with the Waipawa community and businesses to contribute to local place-making.

3. Russell Park Master Plan - $140,000

Council has already committed this funding from the Better-Off fund, with the master plan for
Russell Park being close to being completed.

4. Russell Park Master Plan implementation - $200,000

This funding would enable some of the actions identified in the Russell Park Master Plan (eg,
changing rooms etc) to be tangibly progressed. The prioritisation of the actions and the best use of
this funding would be determined in partnership with the Russell Park user group which has
provided oversight and input in the design of the Master Plan. This funding could potentially also
be used to leverage co-funding from other clubs and organisations (eg, Sport Hawke’s Bay,
Lotteries etc) to progress actions.
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5.  Community partnership activation — $150,000

This funding would enable small tangible projects led by community groups and mana whenua
across the district and actions from community plans (eg, Otane, Takapau, Ongaonga, Tikokino) to
be progressed. This funding could also provide seed-funding for community groups and mana
whenua to leverage complementary co-funding to progress specific projects. The mechanisms and
processes for allocating this funding to specific projects are yet to be determined.

The sum total of these five projects is $740,000. While these projects are not direct savings on the
draft Three Year Plan budget, they are externally-funded projects that enable tangible projects to
be progressed across town centres and the district without being at the expense of the ratepayer.

Objective 3: Maintaining levels of service - $60,000

Through the preparation of the Three-Year Plan Council has provided direction that some level of
service would need to be decreased and/or paused. One service which provides significant
benefits to rural communities, the rural recycling trailers, was earmarked to be discontinued for the
first year of the Three-Year Plan to reduce cost. Better-Off Funding would enable this service to
continue, thereby delivering a service which contributes to local place-making and wellbeing
outcomes for rural communities. The Better-Off Funding required to maintain this service is
$60,000.

Cyclone Gabrielle Recovery coordination - $250,000

As discussed earlier in the report, Council in 2023 decided to re-allocate $250,000 of Better-Off
Funding to lead and coordinate Council’s cyclone recovery activities, by funding two internal
positions and some operational expenditure.

In preparing the Three Year Plan Council has provided direction to continue to fund the cyclone
recovery activity for Central Hawke’s Bay through the Better-Off Funding. While the workload
required has decreased since the months following the cyclone, and part of one resource has been
re-allocated to another activity (housing), there is still a significant amount of work to be
undertaken, in particular with regard to:

e Leading and coordinating Resilience plans across Central Hawke’s Bay’s nine localities
identified in the recovery plan.

e  Supporting the Porangahau community through the categorisation process and the flood
mitigation work led by HBRC.

o Coordination with the Regional Recovery Agency on Central Hawke’s Bay’s contribution to
the regional recovery effort

e Leading and coordinating reporting on progress with the recovery to community, Elected
Members and the Executive Leadership Team.

Elected Members have also requested that additional resource should be provided towards being
able to better communicate and tell our Cyclone Gabrielle Recovery. Officers are therefore
proposing to commit an additional $250,000 from Better Off Funding to fund Year 2 of the Cyclone
Recovery.

Housing - $150,000

Driving Housing Outcomes in Tamatea — Central Hawke’s Bay was one of the projects initially
agreed by Council when it applied for the first Tranche of Better-Off Funding in 2022. The main
purpose of this project was to identify and explore the most appropriate structure to co-ordinate
and deliver housing outcomes in Central Hawke’s Bay.

Item 7.1 Page 56



Council Meeting Agenda 14 March 2024

As a key part of the housing cyclone recovery activity for Central Hawke’s Bay, a housing strategy
was developed to accelerate the recovery to re-home people under the leadership of the Tamatea
Housing Taskforce. The ‘Our Homes’ Strategy contains an action plan that will lead to the delivery
of housing outcomes in the District. Council, alongside the other partners of the Tamatea Housing
Taskforce has a lead role to play in progressing these actions. Officers are therefore
recommending that $150,000 of Better-Off Funding be allocated to this project, which will see an
in-house resource dedicated to leading on the action plan contained in the Strategy, and some
funding to deliver on actions contained in the strategy. While an exact list of prioritised actions this
funding would progress is yet to be determined, this funding will provide Council’s contribution to
progressing actions in the short-term.

Progressing the Hawke’s Bay Three Waters model - $140,000

Council has previously expressed an interest in progressing the so-called ‘Hawke’s Bay Model’ to
provide for the enduring delivery of effective, safe and affordable water services. While a lot of
work has already been conducted to assess the viability of the model, and that this model is likely
to be made possible by new Government legislation, there is still a lot of work to do in order to be
able to implement such a model. Currently Council has no budget allocated to contribute to the
further development of the model. Officers are therefore recommending that $140,000 of Better-Off
Funding be allocated towards resourcing Central Hawke’'s Bay’s contribution to progressing the
Hawke’s Bay Model.

Summary of the recommended option

The following table summarises the option recommended by Officers to re-allocate the Better-Off
funding.

Reducing
rates Community | Maintain
increase Activation LOS Recovery
Reducing the rates increase $1,160,000
Stormwater yrl $860,000 X * X
Bulk water metering yrl $50,000 X *
1&! project yrl $150,000 X *
Hall UV upgrades $100,000 X X * X
Community Activation $740,000
Harker St reinstatement $150,000 * X X
Waipawa town centre $100,000 * X X
Russell Park Master Plan $140,000 * X X
Russell Park Implementation $200,000 * X X
Community partnership
activations $150,000 * X X X
Maintaining levels of service $60,000
Recycling trailers (1yr) $60,000 * X
Recovery $500,000
Recovery YR1 $250,000 *
Recovery YR2 $250,000 *
Progressing HB 3-Waters
model $140,000 * X
Housing $150,000 * X
Admin (2 Yrs) $80,000
Total $2,830,000
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Note that if Council agreed to re-allocate Better-Off Funding to the projects summarised in the
table above, Officers would likely present these projects to Crown Infrastructure Partners and DIA
to be administered as two packages in order to operationalise:

1. Recovery activities and 3-Waters Infrastructure $1,800,000
Stormwater network improvements $860,000
Bulk water metering year 1 $50,000
I&! project year 1 $150,000
Rural hall UV upgrades $100,000
Progressing HB 3-Waters model $140,000
Recovery year 1 $250,000
Recovery year 2 $250,000
2. Community recovery and activations $1,030,000
Harker St reinstatement $150,000
Waipawa town centre $100,000
Russell Park Master Plan $140,000
Russell Park Implementation $200,000
Community partnership activations $150,000
Housing $150,000
Recycling trailers $60,000
Programme administration $80,000

RISK ASSESSMENT AND MITIGATION

There are three key risks identified:

1.

That the Crown disagrees with the re-allocation of funding as recommended in this paper. To
mitigate this risk, officers have been working closely with Crown Infrastructure Partners (CIP)
who administer the fund. CIP officials have provided verbal support for the projects as outlined
in this paper, however final confirmation of the options (or any alternative options proposed by
Council) is required from DIA.

That the criteria for the Better-Off Funding is changed, or that the Better-Off Funding is
decreased or cancelled. Council has entered into contractual agreements with the Crown for
the Better-Off Funding, therefore the risk of the funding being cancelled is likely to be relatively
low. Council will continue to work with CIP to ensure that the projects recommended meet the
criteria, even if these evolve.

There is a small reputational risk that Council will be perceived to be changing its approach to
using the Better-Off Funding from a long-term transformational approach to one that is more
focused on the short-term actions largely linked to Cyclone Recovery and 3-Waters projects.
However, the proposed options address pressing issues for the Central Hawke’s Bay
community, in particular on focusing on recovering from Cyclone Gabrielle without imposing an
additional burden on ratepayers.

FOUR WELLBEINGS

The purpose of the Better-Off Funding aligns completely with the delivery of the four well beings of
local government. The options presented in this paper have a strong focus on the economic
wellbeing of the community, on community partnership activations which will strengthen the social
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and cultural contribution to deliver place-making across the district, and contribute to the
environmental wellbeing of the district.

DELEGATIONS OR AUTHORITY

A Council decision is required on the re-allocation of Better-Off Funding.

SIGNIFICANCE AND ENGAGEMENT

In accordance with the Council's Significance and Engagement Policy, this matter has been
assessed as significant. Council will be including how it wishes to re-allocate its Better-Off Funding
as part of community engagement and consultation on the Three-Year Plan.

OPTIONS ANALYSIS

Option 1: Council approves to re-allocate Better-Off Funding towards the delivery of the projects
presented in the table below, and include the relevant projects in the draft Three Year Plan options.

Reducing the rates increase $1,160,000
Stormwater yril $860,000
Bulk water metering yrl $50,000
1&I project yrl $150,000
Hall UV upgrades $100,000
Community Activation $740,000
Harker St reinstatement $150,000
Waipawa town centre $100,000
Russell Park Master Plan $140,000
Russell Park Implementation $200,000
Community partnership activations $150,000
Maintaining levels of service $60,000
Recycling trailers (1yr) $60,000
Recovery $500,000
Recovery YR1 $250,000
Recovery YR2 $250,000
Progressing HB 3-Waters model $140,000
Housing $150,000
Admin (2 Yrs) $80,000
Total $2,830,000

Option 2: Council approves to re-allocate Better-Off Funding to only part of the projects presented
in the table above, include these in the draft Three Year Plan budget, and requests officers to
present alternative options for the quantum of un-allocated projects.

Option 3: Council does not approve the re-allocation of Better-Off Funding, and requests officers
to present alternative options.
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Financial and
Operational
Implications

Long Term Plan
and Annual Plan
Implications

Promotion or
Achievement of
Community
Outcomes

Statutory
Requirements

Option 1

Approve Better-Off
Funding re-allocation as
presented in this report
(recommended)

This option provides a
reduction in the projected
rates increase for the
2024/25 FY by
approximately 4.2% on
average (9.3% for the
targeted rate), and
enables the delivery of
other projects using
external funding rather
than rate-funding.

This option provides a
reduction in the projected
rates increase for the
2024/25 FY by
approximately 4.2% on
average (9.3% for the
targeted rate), and
enables the delivery of
other projects using
external funding rather
than rate-funding.

This Option would
promote the achievement
of community outcomes
through the delivery of
Cyclone recovery
activities and community
partnership activations
across the district.

This option enables
Council to finalise the
draft budgets for the
Three Year Plan due by
30 June 2024.

Option 2

Approve Better-Off
Funding re-allocation of
part of the projects

Depending on the projects
approved, this option
would likely have positive
impact on the draft Three
Year Plan budget.

Depending on the projects
approved, this option
would likely have positive
impact on the draft Three
Year Plan budget.

Depending on the projects
chosen, this option would
likely still have a positive
impact and deliver
cyclone recovery activities
and positive community
outcomes

This option enables
Council to finalise the
draft budgets for the
Three Year Plan due by
30 June 2024.

Option 3

Don’t re-allocate Better-
Off Funding and request
officers to present
alternative options

It is unclear how what
financial and operational
implications this option
might have.

This option would likely
mean that there would be
no positive impact from
Better-Off Funding on
Year 1 of the Three Year
Plan.

Community outcomes
would likely only be
promoted or achieved
when Council decides
how to re-allocate Better-
Off Funding

This option enables
Council to finalise the
draft budgets for the
Three Year Plan due by
30 June 2024.

Recommended Option

This report recommends option 1 for addressing the matter.

NEXT STEPS

This report forms an important decision for the wider Three-Year Plan process and budget
preparation. Depending on the option chosen by Council and on the projects to be funded through
the Better-Off Funding, officers will adjust the draft budget and options to reflect these decisions.

Officers will also formally seek approval from Crown Infrastructure Partners for the projects, and to
move on with implementation and administration of the different projects.

There is also an important communication piece that stems from this decision. Should Council
accept the officers’ recommendation, it will be important to weave into the Three-Year Plan
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engagement and consultation that the Better-Off Funding is not only being used to reduce the
impact on the ratepayer, but also to progress important cyclone recovery activities and
improvements to 3-Waters infrastructure in the first year of the Three-Year Plan. The would also
enable delivery of community activation projects in partnership with community which would
otherwise not be funded through the Three Year Plan.

RECOMMENDATION
RECOMMENDATION FOR CONSIDERATION
Option 1

1. Council allocates the Better-Off Funding as presented in option 1 — Full allocation of
Better-Off Funding as presented in this report, subject to Government approval.

2. Council requests Officers to reflect this allocation of Better-Off Funding in the
preparation of options for consultation for the Three-Year Plan. OR

Option 2

1. Council allocates the Better-Off Funding to the following projects only, subject to
Government approval:

e [List of projects selected]

2. Council requests Officers to reflect this allocation of Better-Off Funding in the
preparation of options for consultation for the Three-Year Plan.

3. Council requests Officers to prepare additional options for the allocation of the
balance of Better-Off Funding. OR

Option 3

1. Council requests Officers to present alternative options for the allocation of Better-Off
Funding.
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7.2 2024-2027 THREE YEAR PLAN UPDATE AND ENDORSEMENT OF OPTIONS
File Number:

Author: Lisa Harrison, LTP Programme Manager
Authoriser: Doug Tate, Chief Executive
Attachments: 1. Consultation Document Options §

2.  Climate Action Joint Committee Funding Request §

RECOMMENDATION
1. That the report be noted.

2. That Council endorse the Better Off Funding Included/excluded options proposed in this
report and the corresponding attachment as the basis for consultation options in the
Draft Consultation Document for the Three-Year Plan 2024 — 2027.

3. That Council note that funding for the Climate Action Joint Committee is included in
draft estimates that form the Draft Three Year Plan 2024 - 2027.

PURPOSE

The purpose of this report is to provide a general update on the Three-Year Plan and the seek the
formal endorsement of options to form the Three-Year Plan 2024 -2027 Consultation Document.

A request for funding from the Climate Action Joint Committee is also noted.

SIGNIFICANCE AND ENGAGEMENT

This report is provided for information purposes only and has been assessed as of some
significance, noting it forms a critical basis for engagement with Community.

BACKGROUND

A substantial update on the Three-Year Plan 2024 — 2027 was presented to Council at is
15 February 2024 meeting, where it endorsed the overall direction and draft estimates for the
Three-Year Plan. As further background and context that report can be found here.

Since this meeting, Officers and Elected Members have been working hard collectively to develop
the key policies, strategies and inputs to finalise the Three-Year Plan. Many of these are included
in this Council Agenda for Councils overall endorsement and inclusion in the Three-Year Plan
Consultation Document and/or supporting information.

With only weeks to go till Council formally adopts its Consultation Document proposed for 4 April
2024, a key decision is further endorsement of the consultation options. While Council considered
the four proposed topics as part of Officers report on 15 February, this report provides further detail
for Council to discuss and endorse to formalise the Consultation Document.

This next section of the report formally updates Councillors and Community on the next immediate
decision points and presents the key options for Endorsement by Elected Members. It also
discusses the funding request from the Climate Change Joint Committee in more detail.
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DISCUSSION

Programme Update

The Three-Year Programme continues to move at pace, at Officers and Elected Members work
with the special Severe Weather Emergency Recovery Legislation Act 2023 that provides for a
Three-Year Plan, rather than a full 10 Year Long Term Plan.

Through February and early March has been a considerable programme of open workshops and a
Council meeting that have developed the Three-Year Plan. The bodies of work in these sessions

include:

Date Activity

1 February Council Workshop
At this Council workshop, Officers presented further work that has been completed on the
Three-Year Plan since late December 2023. Councillors presented their feedback on
options and other suggestions from a budget workbook that was developed for their
feedback over the Christmas/New Year Break. The slides from this workshop can be
found here.

8 February Council Workshop

Officers presented further information and clarification on questions from Councillors at
the 1 February workshop. Officers presented further options and Elected members
provided feedback for a budget estimated to be prepared and presented to Councils 15
February Council. The slides from this workshop can be found here.

15 February

Council Meeting

At this Council meeting Council formally endorsed the direction and budget estimates for
the Three-Year Plan in order for Officers to continue to build the critical policies and
strategies that form the basis of the Draft Three Year Plan. This report can be found here.

29 February

Council Workshop

This workshop session opened with a workshop on affordability where key community
groups presented concerns and key opportunities to support their members, organisation
and wider community in the three-year plan implementation, noting its potential financial
impact.

At this workshop Officers sought feedback on key strategies and policies including
Officers including the Financial Strategy, Infrastructure Strategy, and Development
Contributions Policy. A further workshop on Better Off Funding was also held to
understand opportunities for this funding to support the Three-Year Plan. These key
policies are included with the associated information as part of this Council agenda for
Council to formally endorse.

The slides from this workshop can be found here.

6 March

Council Workshop

At this workshop further feedback and options were presented on Better Off Funding, a
briefing on the Three-Year Plan, further feedback on Consultation options included in this
report, updated Levels of Service for feedback, Draft Significant Forecasting Assumptions
for final feedback ahead of being included for endorsement in the 14 March Agenda. A
workshop session on the Significance and Engagement Policy also include in the 14
March Agenda was also included.

The slides from this workshop can be found here.
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The next key steps as we progress forward include:

Date

Activity

14 March 2024

Council Meeting

This Council agenda includes the formal endorsement of many key inputs into the Three-
Year Plan, developed over recent weeks including:

e Consultation options (in this report)
e Endorsement of Draft Financial Strategy 2024
e Endorsement of Draft Infrastructure Strategy 2024
e Endorsement of Draft Development Contributions Policy 2024
e Endorsement of Draft Significant Assumptions
e Endorsement of Activity Levels of Service and Performance Measures
e Better Off Funding — Funding Direction.
¢ Review of Significance and Engagement Policy.
Treasury Management Policy Review (Credit Rating Incorporation).

19 March 2024

Risk and Assurance Meeting

The Risk and Assurance Committee will be provided with an overview of the Three-Year
Plan Programme and overall will be asked to critically consider any key points of Risk on
the Three Year Plan.

20 March 2024

Workshop

For Councillors to workshop any feedback on the Consultation document and draft Three
Year Plan.

This workshop will also incorporate any feedback any feedback from the Risk and
Assurance Committee for the wider Councils feedback.

4 April 2024 Council Meeting
Adoption of Consultation Document for consultation.
5 April to Consultation and Engagement
6 May 2024 Formal consultation opens and runs over a four-week statutory timeline.
22 May 2024 Hearings
30 May 2024 Deliberations

13 June 2024

Council Meeting

Adoption of Three Year Plan.

27 June 2024 | Council Meeting

Striking of the Rate for the 2024/2025 Year.

The period of March and April are significant months for Officers to work through the substantial
writing and development of the Three-Year Plan Consultation Document, associated supporting
information and the overall engagement and formal consultation process. This will require a
continued strong focus to see the overall project timeline and programme achieved.

Affordability Workshop

A key action identified in Elected Member Priorities for the 2022 — 2025 Triennium is the
completion of an Affordability Review as part of the development of the Three-Year Plan/Long
Term Plan. At Councils 29 November 2023 workshop, Morrison Low presented context on
affordability in a Central Hawke’s Bay context.

The key aspect of this presentation outlined that affordability ultimately is defined by a range of
criteria, and the ability to support affordability is impacted by many factors, which many are outside
of Councils direct control or influence. This presentation also made a particular note that
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affordability is greater than just economic wellbeing, and collectively it impacts across all four of the
wellbeing’s, from reducing inequity, improving social outcomes and enhancing environmental
outcomes and quality.

As part of a continued focus on affordability, a workshop on affordability was held at Councils
workshop on 29 February. This included attendance from Federated Farmers, the Rural Support
Trust, EPIC Ministries and College Leaders, CHB Budget Services, a representative from Te
Taiwhenua o Tamatea’s Nga Komanawa, Heartland Services and the Disability and Positive Aging
Network Lead. This workshop focussed on two areas being gaining an understanding of the
impacts of the proposed rating increases and what options were available for Council to support
community in the wider sense and explain the change. The key areas that were identified in this
workshop included:

o Advocacy: The need to continue to advocate on community’s behalf to central government
and widely, on the ongoing impacts of Cyclone, rates rebate availability and access to
government services (especially online and phone).

o Continuing to repeat key messages: A need to continue to remind people of the support and
services available, look to the future including:

o Sharing key services available on website, Facebook, and through our existing
networks.

o Recognising that this time too shall pass — this isn’t the first challenge we have faced.
o Reminding people of rates postponement and other tools available.
o  Using the network of networks more strongly to connect at an individual level.
o Innovate or deteriorate — look at new opportunities and ways of doing things.
o Recognising the important role of food for wellbeing.
° Programmes and Initiatives: Facilitating simple projects and activities including:

o Continue to promote through library programmes supported by partners at no or no
cost.

o  Supporting the CHB Volunteering page to connect residents with support agencies.

o Create opportunities for agencies to create simple face to face or connectivity with
members like in Covid.

o Explore basic budgeting and managing financing courses, including online for
community.

o Central Hawke’s Bay Long Term: We stay focussed on keeping CHB a great lifestyle, looking
to future industry to bring people and economic diversification to the district.

The key outcomes from this workshop will be documented up and included in the wider
engagement and consultation plan but will be formally presented back to Council as the Three
Year Plan programme continues to progress.

Stormwater Investment

Further to the information provided in workshop and through slides in 2023 and 2024, Officers
have been asked to formally confirm what the additional stormwater funding investment proposed
will deliver.

While this will be also specifically addressed in the consultation document, including what historical
investment has achieved, the following breakdown of works/benefits expected from the proposed
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investment is provided. This work programme is in accordance with professional advice received
outlining an approach to stormwater network maintenance more closely aligned with industry
practice and the wider stormwater strategy currently in development. Councillors will also note
proposed new levels of service relating to stormwater that help articulate better the enhanced of
level of service that proposed funding will provide.

The works outlined will be subject to future contractor procurement, however it will be this level of
maintenance the additional funding is intending to achieve:

Activity Description

Open Channel | 2-yearly vegetation clearance for major open drain channels including residential Pah
Vegetation flat, Eastern Interceptor, Bush Drain and Takapau Rd. An already reduced frequency
Removal means residents will notice some overgrowth, but the vegetation should not reach the

stage where it presents a major blockage of the drain. This also eliminates the need for
large tree (particularly willow) removal in the future as saplings are controlled.

Open Channel | 5 Yearly bed excavation to remove sedimentation and vegetation overgrowth. This
Bed Excavation | maintains capacity and velocity of major drainage channels.

Piped Network | 10% of the piped stormwater network flushing and CCTV - this would mainly cover
Maintenance service requests and instances of blockage with some remaining for network
investigations.

Consultation Options

While Council has endorsed a draft budget estimate for the proposed Three Year Plan at its 15
February Meeting, Council has not yet formally approved this estimate for consultation or further
endorsed the detail of the options that Council will be formally consulting on.

While this formal approval will occur as part of the Adoption of the Three Year Plan Consultation
Document and supporting information on 4 April 2024, a key step in developing the Consultation
Document is now formally endorsing the options for consultation to provide for the Consultation
Document to be finalised.

Giving tangible options to community, is critical to enable them to understand the implications and
trade-offs from a low or higher rates increase.

Officers report to Councils meeting of 15 February 2024 outlined four key challenge areas that
engagement and consultation would focus on. These were:

1. Drinking and Wastewater Investment.

2. Stormwater Investment.
3. Land Transport Investment.
4. Other activities.

It is proposed that the four challenge areas will be supported by three overall budget options for the
three years being rating options based on a low (less), central (endorsed budget) and high (more)
rates option across the four areas. This approach is demonstrated in the table below:
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Drinking
Obtion Rating Land Water and Stormwater Other
P impact Transport Waste Activities
Water
Low Rates Option 1- Pay less, Less than Less than Less than Less than
get less option XX% the Central | the Central | the Central | the Central
option option option option
Central Rates Option 2 Central — Central — Central — Central —
XX% preferred preferred preferred preferred
option option option option
Higher Rates Option 3— pay Higher than | Higher than| Higherthan| Higher than
more, get more. XX% the Central | the Central [ the Central | the Central
option option option option

This approach is based on the concept that community can choose to pay less and receive less or
pay more and receive more than what is proposed in the central option. It is proposed that the
three rates options are what Council will formally consult on in the consultation document, with the
four areas providing supporting information to support the three rating options.

While this approach of more or less is proposed, it is however recognised that the central option
still has a significantly higher rating requirement for similar and in many examples less services,
despite the simplified concept of ‘pay more/less get more/less’.

This overall approach differs from that taken in the 2021 — 2031 Long Term Plan Consultation
Document, where we provided a preferred option and described the costs for alternate options.
Instead, the three budget options will provide the ability to confirm what decreased or increased
rates investment will achieve. and to be clear on what this level of investment will achieve. This
overall approach is demonstrated in the table below.

There is a complication that the item contained in this agenda on Better Off Funding, will ultimately
determine and impact which option Council endorses, being to use Better Off Funding to offset
rates or not at this time. This is provided for with both options developed and included in this
agenda in anticipation of this decision or not. The inclusion or not of Better Off Funding and the
subsequent proposed options are outlined in the tables below. Please note these values will still
be subject to change as the detail of the options are finalised.

Option — Including Use of Better Off Funding Year 1 Year 2 Year 3
Low Rates Option 1- Pay less, get less option 17.5% 17.4% 11.3%

Targeted 21.3% 22.9% 12.6%

Non-Targeted 15.4% 14.3% 10.5%

Central Rates Option 2 20.1% 15.6% 10.9%
Targeted 22.8% 21.4% 12.6%
Non-Targeted 18.6% 12.2% 9.9%
Higher Rates Option 3— pay more, get more. 25% 11.1% 10.9%
Targeted 32.9% 12.1% 12.6%
Non-Targeted 20.6% 10.5% 9.9%
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Option — Excluding the substantial use of Better Off Year 1 Year 2 Year 3
Low Rates Option 1- Pay less, get less option 19.3% 14.3% 12%
Targeted 24.1% 16.6% 14.4%
Non-Targeted 16.6% 13.0% 10.5%
Central Rates Option 2 24.2% 11.7% 10.9%
Targeted 32.2% 12.8% 12.6%
Non-Targeted 19.8% 10% 9.9%
Higher Rates Option 3— pay more, get more. 28.3% 11.2% 10.6%
Targeted 39.2% 12.1% 12.0%
Non-Targeted 22.3% 10.7% 9.8%

The attached sheet and this report form the basis for Council endorsing the options that will be
consulted on and included in the Consultation Document. The items listed in the attachment are
provided to indicate the scale of increase/reduction required with each option. These are not final,
however the extent of the financial saving is described. These will be further refined and
developed for Councils feedback at the workshop on 20 March and for Councils final approval as
part of the Consultation Document on 4 April 2024

On the basis Council endorses an approach, this will provide for Officers to continue with the
development of the Consultation Document, recognising the small window that exists between
Council providing feedback on the Consultation Document at workshop on 20 March and the
Consultation Document being formally approved by Council on 4 April 2023.

If there are significant changes and variations to the proposed options in this report, this may
require Officers to significantly rework areas of the draft budget estimates. In this instance, the
timelines and work programme for the Three-Year Plan will need to be revisited and reported back
to Council with urgency.

Climate Action Joint Committee Funding Request

In anticipation of this funding request from the climate action joint committee, an value had been
included in the draft 2024 -2027 Three Year Plan estimates, consistent with feedback from
Councils February budget workshops.

The funding request can be accommodated within the existing estimate already included in the
Draft Estimates. Officers are continuing to work with the regional Officers and Executive to confirm
the work programme, which is proposed to significantly focus on hazard reduction and resilience
planning. This additional funding is expected to support the following initiatives:

. Climate Change Risk Assessment
. Risk Portal Update and Community Engagement
o Measurement and monitoring of regional carbon contributions

. Minor operational costs.

Further information on Compliance & Monitoring private/public split

In recent workshops, Elected Members asked for further information on the private/public split of
sub-activities within the Compliance and Monitoring function to discuss “user pays” services,
similar to the recent change made to move swimming pools to 100% private, i.e., the user pays for
the entire service.
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The recently reviewed Revenue and Financing Policy sets out the private/public split for the
Compliance and Monitoring function which is set at 10-25% private funding, with the remainder
from public funding.

Within the Compliance and Monitoring function is two sub-activities - the sub-activity Compliance &
Monitoring (noise complaints, bylaw compliance) and sub-activity Territorial Authority (TA).
(swimming pool inspections, earthquake prone buildings, processing of LIMs, compliance
schedules and building warrant of fitness).

In particular, Elected Members asked for more information on LIMs within the TA sub-activity, what
is the current private/public split? In short, the LIMs service is covering 100% of costs. But there
are other activities within the TA that are not recovering 100% of costs, so the fees from LIMs
offset these.

Based on forecast budgets as part of Three-Year Plan 2024, the TA sub-activity is sitting more
favourably than the private/public split in the Revenue and Financing Policy and is forecast to
achieve a 63% private and 37% public split. Meaning this activity has the ability to create an
income through fees and charges for LIMs and other TA fees (such as property information
memoranda, certificate of title and swimming pool inspections) versus the sub-activity Compliance
& Monitoring (bylaws compliance, noise complaints) which does not have a method of generating
income through fees and charges and is almost 100% rate payer funded.

From a global budget perspective, the fees generated in the TA sub-activity is off-setting the
Compliance and Monitoring sub-activity and creating an overall private/public split of 24% private
and 76% public split, meeting with Revenue and Financing Policy conditions.

IMPLICATIONS ASSESSMENT

This report confirms that the matter concerned has no particular implications and has been dealt
with in accordance with the Local Government Act 2002. Specifically:

. Council staff have delegated authority for any decisions made.

o Council staff have identified and assessed all reasonably practicable options for addressing
the matter and considered the views and preferences of any interested or affected persons
(including Maori), in proportion to the significance of the matter.

o Any decisions made will help meet the current and future needs of communities for good-
quality local infrastructure, local public services, and performance of regulatory functions in a
way that is most cost-effective for households and businesses.

. Unless stated above, any decisions made can be addressed through current funding under
the Long-Term Plan and Annual Plan.

. Any decisions made are consistent with the Council's plans and policies; and

. No decisions have been made that would alter significantly the intended level of service
provision for any significant activity undertaken by or on behalf of the Council or would
transfer the ownership or control of a strategic asset to or from the Council.

NEXT STEPS

Officers will continue with the development of the Three-Year Plan 2024 — 2027 in accordance with
programme outlined in this report.
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RECOMMENDATION
1. That the report be noted.

2. That Council endorse the Better Off Funding included/excluded options proposed in
this report and the corresponding attachment as the basis for consultation options in
the Draft Consultation Document for the Three-Year Plan 2024 — 2027.

3. That Council note that funding for the Climate Action Joint Committee is included in
draft estimates that form the Draft Three Year Plan 2024 — 2027.
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Including the Use of Better Off Funding — Central Option 20.1%

Please note — detail of options not finalised.

Land Transport

Water and Wastewater

Stormwater

Other activities

Economic and Community

Solid Waste Places and Open Spaces .
Activities
Pay Less, ¢ Reduction in sealing programme | e« Reductions to operational funding | There are  no  significant |e There are no further available « Stopping and reducing mowing « Stopping or reducing economic
Get Less by 20% meaning roads will across water and wastewater reductions available from this | reductions available from this and open spaces services to development activities that
Option deteriorate and pothole faster. activities, focussing maintenance | activity. activity. achieve operational cost support the local economy, such
« Reduce gravel roading works to critical activities only. reductions of $100,000 rebuilding | as the Spring Fling, and initiatives
Total programme by 20%, meaning this back over three years and in our Economic Development
17.5% Yr1 more corrugations and potholes. Requires operational savings of fully funded again by Year 4. Action Plan.
17.4% Yr2 $150,000 in first year only. Return e Close the Waipawa Library
3% Yr ile a reduction o in to normal levels in Year 2. and/or significantly further equires an extra reduction
11.3% Yr3 Whil duction of $500k i I'levels in Year 2 d/or signifi ly furth Requi $20k reducti
Year 1 only, a $205k general rates reduce hours across other ongoing.
Targ reduction is only achieved, due to Requires operational reduction of facilities to achieve the reduction
21.3% Yr1 the 59% Funding Assistance Rate | $150k from the two targeted in the general rate and introduce
22.9% Yr2 from Waka Kotahi. rates (estimated $35 reduction back in over three years, fully
12.6% Yr3 per connected household) funded again by Year 4.
Non Targ Existing planned funding in Year
15.4% Yr1 2 and 3 in Central option remains. Achieve a reduction of $340,000
14.3% Yr2 on the general rate.
10.5% Yr3
Central « Funding of $2m remains set o Continuing with urgent « $850,000 is funded through e Permanent closure of the  Substantially maintain the  Continuing with key economic
Obtion with aside to support a bespoke 95% replacement of end of life Better Off Funding. No rating Waipawa and Takapau Transfer current services across Councils development activities, including
B(Fa)tter Off Funding Assistance Rate/Co drinking water reservoirs in impact in Year 1, will further Station. services such as libraries, parks, the Spring Fling, with minor
Contribution for roading recovery Waipawa and Waipukurau. impact Year 2  Rationalisation of opening hours museums, and pools, with some reductions across the activities.
Total over a five year period. No other |e Progressing with the Waipukurau |e Improved stormwater at Porangahau Transfer Station. hour changes.
20.1% Yr1 recovery funding is in the Three Second Supply Resilience project. | management through an  Retention of all Recycling Drop of |e Minor renewals remain funded, to
15.6‘; Vr2 Year Budget. o Minor upgrades for the increased level of maintenance Centres ensure that assets do not
10'9; i3 ¢ We can start to address our Waipukurau Wastewater across Otane, Takapau, Waipawa |e No changes to urban kerbside significantly further deteriorate
e backlog of roadside maintenance | Treatment Plant to address and Waipukurau. bag and recycling services. (noting that greater renewal
Tar over 12 years. growth, meaning projects such as |e Major capital projects to address |e Rural Recycling trailer service investment than budgeted is
29 go/ Vi e Reducing minor safety projects the Waipukurau South Growth network shortfalls in the funded through BOF Funding. required).
21 ‘40/° Vo by half and increasing back over Precinct (Old Hospital site) can networks in Waipukurau and o Capital funding investment in
12‘6"/0 Vi3 three years, to focus on the most progress Waipawa cannot be completed. new assets is delayed for the
Noh Toar critical areas of safety e Delaying major Wastewater next three years, unless
18.6% Y% improvement. investment until the impacts of externally funded, with minor
12‘20; Vo e There are no new Seal extensions | Cyclone Gabrielle are better new funding for Russell Park the
9 9‘0/ (;(r3 (dust) and new footpaths. understood (2027+) only new funding proposed in the
e three years.
Pay More, ¢ Boost the Land Transport « $500k of additional critical water | e One off additional investment of | e Keep Takapau Transfer Station o No reduction in Library hours en/a
get more Programme by $500k (one off investment in made in Year 1 $350k in Year 1 is made taking Operational. « Applying additional funds of $50k
option Y1) taking advantage of the BOF advantage of the BOF funding, e Some operating hours may still into deferred maintenance
funding the then returning to and then returning to proposed be rationalised across community facilities.
Total Achieves a total increase of $500k, | proposed levels in the Cenral levels in the Central option for
25.0% Yr1 for $205 increase in general rates. option for years 2 and beyond, years 2 and beyond. Requires $25k of extra general rate | Requires $80k of extra general
11.1% Yr2 funding. rate funding.
10.9% Yr3
Targ
32.9% Yr1
12.1% Yr2
12.6% Yr3
Non Targ
20.6% Yr1
10.5% Yr2
9.9% Yr3
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Excluding the Use of Better Off Funding — Option 24.2%

Please note — detail of options not finalised.

Land Transport

Water and Wastewater

Stormwater

Other activities

Solid Waste

Places and Open Spaces

Economic and Community
Activities

Pay Less, « A further $500k reduction in Land |e A $S200K reduction to operational |e A S700K reduction in stormwater |e There are no further available e Close the Waipawa Library « Stopping or reducing economic
Get Less Transport activities from those funding across water and rate is required above that reductions available from this and/or significantly further development activities that
Option described in the Central option is wastewater activities, focussing described in the Central Option. activity. reduce hours across other support the local economy, such
required. maintenance works to critical « This option takes investment facilities to achieve the reduction as the Spring Fling, and initiatives
Total activities only is required from back to pre cyclone levels in Year in the general rate and introduced | in our Economic Development
19.3% Yr1 This is a year one reduction only to | that described in the Central One, with new funding phased in back in over three years. Action Plan.
14.3% Yr2 reduce the Year 1 impact. Option over three years..
12.0% Yr3 Achieve a reduction of $240,000 Achieves a reduction of $20k on
While a reduction of $500k, a Requires operational savings of $700k is instead phased in over on the general rate. the general rate ongoing.
Targ $205k general rates reduction is $200k from the two targeted three years.
24.1% Yr1 only achieved, due to the 59% rates (estimated $47 reduction
16.6% Yr2 Funding Assistance Rate from per connected household).
14.4% Yr3 Waka Kotahi.
Non Targ This is a year one reduction only
16.6% Yr1 to reduce the Year 1 impact.
13.0% Yr2
10.5% Yr3
« Funding of $2m remains set o Continuing with urgent e Improved stormwater e Permanent closure of the o Substantially maintain the  Continuing with key economic
Central ide t t a bespoke 95% | t of end of lif t through Wai d Takapau Transf t servi Councils | devel t activities, includi
Option with aside to support a bespoke 95% replacement of end of life management through an aipawa and Takapau Transfer current services across Councils evelopment activities, including
No Better Off Fundmg ASS|stance Rate/Co drmkmg water reservoirs in increased level of mamtena'nce Stayon. o . services such as I|brar|e's, parks, the Spr|ng Fling, with minor -
Contribution for roading recovery Waipawa and Waipukurau. across Otane, Takapau, Waipawa |e Rationalisation of opening hours museums, and pools, with some reductions across the activities.
Total over a five year period. No other | e Progressing with the Waipukurau and Waipukurau. at Porangahau Transfer Station. reductions in hours.
24.9% Yr1 recovery funding is in the Three Seoond Supply Resilience project. |e Major capital projects to address | e Retention of all Recycling Drop of |e Minor renewals remain funded, to
11'7% Yr2 Year Budget. o Mlnor upgrades for the network shortfalls in the Centres ‘ ensure that assets do noﬁ
10'9% Vi3 « \We can start to address our Waipukurau Wastewater networks in Waipukurau and o No changes to urban kerbside significantly further deteriorate
’ backlog of roadside maintenance | Treatment Plant to address Waipawa cannot be completed. bag and recycling services. (noting that greater renewal
Targ over 12 years. growth, meaning projects such as o Rural Recycling trailer service investment than budgeted is
32 9% Vr] « Reducing minor safety projects the Waipukurau South Growth funded through BOF Funding. required).
12.8% V12 by half and increasing back over Precinct (Old Hospital site) can o Capital fund‘lng investment in
12.6% Yr3 thrge years, to focus on the most progress new assets is delayed for the
Noh Targ pr|t|cal areas of safety o Delaymg major'Wast'ewater next three years, unlgss ‘
19.8% Vi1 improvement. investment until the impacts of externally funded, with minor
o e There are no new Seal extensions | Cyclone Gabrielle are better new funding for Russell Park the
10.0% Yr2 : )
9.9% Vi3 (dust) and new footpaths. understood (2027+) only new funding proposed in the
three years.
Pay More, ¢ Boost the Land Transport « 8350k of additional critical water | e S400k of additional urban o Keep Takapau Transfer Station o No reduction in Library hours n/a
get more Programme by $S800Kk in the first investment in the first and every stormwater investment across Operational.
option and every subsequent year. subsequent year (Targeted rate the urban areas in the first and e Some operating hours may still Requires $30k of extra general
impact) every subsequent year. be rationalised rate funding
Total Achieves a total increase of $800k,
28.3% Yr1 for $328 increase in general rates. Requires $25k of extra general rate
11.2% Yr2 funding.
10.6% Yr3
Targ
39.2% Yr1
12.1% Yr2
12.0% Yr3
Non Targ
22.3% Yr1
10.7% Yr2
9.8% Yr3

Iltem 7.2- Attachment 1

Page 72



Council Meeting Agenda 14 March 2024

14 February 2024 HAWKES BAY

TE KAUNIHERA A-ROHE O TE MATAU-A-MAUI

Mayor Alex Walker

Central Hawke’s Bay District Council \__/
WAIPAWA

Téna koe Alex
CLIMATE ACTION JOINT COMMITTEE FUNDING

At the Climate Action Joint Committee in December, the Committee considered a proposal to jointly
fund regional climate action work over the next three years. The draft plan of work includes a climate
change risk assessment and spatial-based risk explorer portal, ongoing monitoring of regional, district
and city greenhouse gas emissions, and community grants for community-led climate action.

Estimated annual costs for the next three years were $230,000 to be apportioned between the five
partner councils. The funding split proposed was 25% (HBRC): 25% (HDC): 25% (NCC): 15% (CHB): 10%
(WDC), but the fairness of this was queries on a per capita basis.

HBRC Chief Executive, Dr Nic Peet, has consulted each Council Chief Executive to decide a new funding
split that takes on these concerns:

New funding split of 26% (HBRC): 26% (HDC): 26% (NCC): 11% CHBDC: 11% (WDC) (see table below).

The purpose of this letter is to keep you informed of this work programme and to ensure that
allocations are made in each Partner Council’s Long Term Plan to fund this important body of work.

Every effort has been made to keep these budget costs to a minimum. With increasing hazard
probabilities under climate change and pressing needs to identify feasible decarbonisation pathways
for industry and economic partners, we urge you to prioritise this funding. Approving this funding does
not preclude the option that additional funding for one-off technical pieces of work may be requested
subsequently if the need arises.

We would be grateful for your endorsement of this funding allocation and we look forward to ongoing
collaboration in this future resiliency-focussed work.

Naku noa, na

Suimty” S

Hinewai Ormsby Hayley Browne

Chair of the Climate Action Joint Committee Deputy Chair of the Climate Action Joint
Committee

Te whakapakari tahi i to tatau taiae. Enhancing our environment together

06 8359200 | info@hbre.govt.nz | 159 Dalton Street, Napier 4110 | Private Bag 6006, Napier 4142 hbre.govt.nz
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Attachment — Proposed budget for high-level climate action

programme of work

Climate Action Joint Committee budget FY2023-24 FY2024-25 FY2025-26
Climate change risk assessment (data acquisition

and risk modelling) $100,000 $100,000 $100,000
Risk explorer portal and community engagement $40,000 $40,000 $40,000
Measurement and monitoring of regional carbon

contributions to climate change $20,000 $20,000 $20,000
Communication, engagement and events $20,000 $20,000 $20,000
Community grants for climate action / adaptation $30,000 $30,000 $30,000
Total Joint Committee costs $230,000 $230,000 $230,000
Proposed annual contributions

HBRC, NCC, HDC (26%) $59,800 $59,800 $59,800
WDC, CHBDC (11%) $25,300 $25,300 $25,300
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7.3 ENDORSEMENT OF DRAFT FINANCIAL STRATEGY 2024

File Number: COuU1-1400

Author: Brent Chamberlain, Chief Financial Officer
Authoriser: Doug Tate, Chief Executive

Attachments: 1. Draft Financial Strategy 4

PURPOSE

The matter for consideration by the Council is to receive and endorse the Financial Strategy for
Central Hawke’s Bay District Council covering the period of the 2024-2027 Three Year Plan.

RECOMMENDATION

That Council endorse the Draft Financial Strategy for the basis of building the Three Year
Plan 2024-2027 and for inclusion in the Consultation Document Supporting Information.

EXECUTIVE SUMMARY

Council’s financial strategy sets out the overall financial goals of the Council for the Three Year
2024-2027 Plan. The strategy builds on our current financial position by setting out where we want
to be positioned during, and at the end of, the Three-Year Plan period.

BACKGROUND

Council’s financial strategy sets out the overall financial goals of the Council for the 2024-2027
Three Year Plan. The strategy builds on our current financial position by setting out where we want
to be positioned during, and at the end of, the three-year plan period.

This strategy is directly linked to the infrastructure strategy, and what Council’s strategy is for
assets replacement and asset growth through both levels of services changes and demand
pressures.

The strategy considers several factors influencing the strategy, and the financial levers (Debt,
Rates, Capital Program, Levels of Service) available to Council to influence the Councils financial
health throughout and to the end of the 2024-2027 Three Year Plan.

DISCUSSION

The Council’s draft Three Year Plan’s strategy has identified the challenges that the district faces,
including the affordability of Council services and the sustainability of the district economy. While
all activities that are planned to move the district forward will have a financial component, the
financial strategy focuses on the core financial actions.

The main areas of focus are Cyclone Recovery, Roading Resilience, Community Activation,
Housing, Growth Infrastructure, and Secure Water, while at the same time balancing the cost of
this against what is affordable for the district. Part of this is ensuring that Central Hawke’s Bay
District Council makes the most of all funding opportunities presented that aren’t ratepayer funded,
such as the $1.2 billion regional infrastructure fund and the Infrastructure Acceleration Fund.

The Financial Strategy starts with Council’s current financial position, and then sets financial goals
of where it would like Council’s finances to be at the end of the Three-year plan.
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These goals are directly linked to the infrastructure strategy, and what Council’s strategy is for
assets replacement and asset growth through both levels of services changes and demand
pressures.

Factors influencing the strategy are:

e Cyclone Recovery — While Council has had some initial government funding to assist with
repairing its roading network, over $120m of repairs remain undone. The frequency of these
weather events is also impacting Council’s insurance costs (over $229k in the last year
alone).

e Three Waters Reform — With the change in government, there has been a policy shift away
from the previous model to local water done well. This change in policy means that three
Waters will remain a core Council activity at this time, and the capital program that begun in
the last Long Term Plan will continue, albeit rephased due to Cyclone Gabrielle.

o Central Hawke’s Bay as a district will continue to grow putting pressure on housing. Migratory
trends across New Zealand will continue, as people look to affordable housing and make
lifestyle choices. Northern Central Hawke’s Bay is also becoming a commuter base for
employment opportunities in Hastings and Napier.

e The New Zealand economy is weak and is still recovering from the aftereffects of the Covid
pandemic. This has led to a period of high inflation and high interest rates. Construction costs
have grown by over 25% over the last Long Term Plan, making our cyclone roading repairs
and 3 waters upgrade program more expensive. On top of this Council was borrowing money
at 2% pa 3 years ago, but as this debt rolls off its fixed period it is being reset at 6% pa.
Council has over $40m in debt, so this change alone has increased Councils interest cost by
$1.6m pa.

e The same financial pressures facing Councils are also impacting households, and household
incomes having increased at the same rate as costs of living.

Many of the factors listed above are beyond Councils control, but Council can use certain settings
in its Financial Strategy to assist with these difficulties. These levers include:

e The Rating System — what is Councils position on user pays versus rate payer funded.

e Infrastructure Strategy - what Council’s strategy is for assets replacement and asset growth
through both levels of services changes and demand pressures.

e Future Land Use Changes — is the Council zoning land appropriately to allow for and to
encourage district growth. Does this align with District Plans and Spatial Plans to ensure that
growth occurs where Council can service this growth.

o Development Contributions — where growth is occurring and new assets are required,
development contributions is the mechanism that Council can use to ensure the cost for these
new assets are collected from the developers rather than the burden falling on the existing
ratepayers.

e After balancing the above, Council has the ability to pull several financial levers — Debt,
Rates, Capital Program, Levels of Service. Each of these has the ability to impact the financial
position of Council and the level of rates it requires, and the level of debt it will require.

Attached is the draft Financial Strategy for Central Hawke’s Bay District Council covering the
period of the 2024-2034 Three Year Plan.
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RISK ASSESSMENT AND MITIGATION

The Financial Strategy and the Instructure Strategy sets out how Council will manage a number of
risks from asset failure through to financial stress caused by high Council debts and/or rate payer
stress caused by high rates.

FOUR WELLBEINGS

This financial strategy deals mainly with the economic wellbeing, that is it impacts both Councils
and ratepayers’ financial wellbeing. But obviously the infrastructure strategy (which is one of the
key drivers of Councils finances) does have an impact on the environment, particularly when you
are talking about solid waste and wastewater discharges.

DELEGATIONS OR AUTHORITY

This strategy informs officers where Councillors wish the Councils financial position to be at the
end of the Three-Year Plan.

SIGNIFICANCE AND ENGAGEMENT

In accordance with the Council's Significance and Engagement Policy, this matter has been
assessed as of some significance and forms the basis of financial assumptions contained in
Council’'s 2024-2027 Three Year Plan.

OPTIONS ANALYSIS

Council has the ability to endorse the draft financial strategy for the basis of designing the 2024-
2027 Three Year Plan, or Council can direct officers to rework some of the assumptions/sections
contained in the strategy.

Recommended Option

This report recommends endorsing the draft financial strategy, for addressing the matter.

NEXT STEPS

Based on the recommendation, officers will amend any assumptions contained in the strategy as
necessary and will continue to update the financials contained in the document as the Three-Year
Plan budget is refined over coming months.

RECOMMENDATION

That Council endorse the Draft Financial Strategy for the basis of building the Three Year
Plan 2024-2027 and for inclusion in the Consultation Document Supporting Information.
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Executive Summary

Like communities and other Councils across New Zealand, Central Hawke's Bay District Council is facing significant challenges, not least relating to affordability and its ability
to fully fund the level of asset renewal and upgrades required for the future. In a wider Hawke’s Bay context, we are faced with the further major challenge of recovering from
Cyclone Gabrielle.

The cost of construction projects has grown by 25% over the past 2 years, Councils own insurances costs went up by 48% following Cyclone Gabrielle, Councils interest costs
(on its $40m plus debt) have gone from 2.5% per annum to a forecast 5.5% per annum for the first three years of this 3 Year Plan, which is a 220% increase since the last Long
Term Plan. Council is also having to fund the recovery from the worst weather event in New Zealand this century. We now need to recover from these events whilst also keeping
our eye on the future.

We still need to respond to changing expectations, higher population growth, and climate change, while keeping sufficient headroom for the unexpected into the future. We also
remain mindful of the ability of our ratepayers to fund our infrastructure and the impact of rising cost of living, and severe weather events on our economy. We need to strike a
balance between progressing recovery and business as usual in a way that is financially sustainable for our communities. This strategy, reflects many of the difficult choices
that have had to made about which projects and services we prioritise, and fund to make sure we remain within our financial limits for the next three years.

What this means is that Council requires a significant funding boost in Year 1 of the Three Year Plan (+24%), before settling into more typical levels of increases of 5%-12% pa
on average for the remaining nine years, based on the current key assumptions relating to land transport recovery and three waters.

Inthe 2021 — 2031 Long Term Plan ‘Facing the Facts’, Council began to address its aged infrastructure through #theBigWaterStory and #theBigwastewaterstory and commenced
a 12 year capital works program. Now three years into that programme, Council is planning to continue with this program although it is subject to the 25% construction inflation
pressures and debt servicing pressures described earlier. These impacts coupled with a rebuild of Councils roading network following Cyclone Gabrielle, sees Council proposing
a capital expenditure budget of just over $425m for the next ten years. The need to urgently progress the Hawke's Bay Waters model as the future for Three Waters Service
delivery is further reinforced through this strategy.

The significant capital program is more than the ratepayer can afford to fund in the year of construction, and the capital program is replacing assets with a life expectancy of
30+ years. Therefore to ensure inter-generational equity, and to spread the payments over the life of the assets, recognising the period the benefits will accrue, debt funding is
planned to be used. The level of this debt will require Council to obtain a credit rating to allow this level of borrowing, particularly on the assumption that no change is made to
the future of three waters funding and delivery.

Despite our challenges, the District continues to grow with a forecast 1,270 new homes being required over the next ten years. To support this, Central Government has provided
co-funding through the Infrastructure Acceleration Fund to assist with the development of the Waipukurau South Growth Precinct, commonly known as the old Waipukurau
Hospital Site. This will provide much of the required forecast housing growth. While smart growth has benefits to the district, it does place additional pressure on Council’s
infrastructure and Council needs to ensure that developers are paying their fair share of this growth driven demand. Therefore a key pillar of this financial strategy is the review
of Council’'s development contribution policy and asset management plans to respond.
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Introduction

1. What is a financial strategy?

Our financial strategy sets out the overall financial goals of the Council, and in
particular the 3 Year Plan. The strategy builds on our current financial position by
setting out where we want to be positioned during, and at the end of, the plan period.

The Local Government Act 2002 (LGA) is the guiding legislation for all councils’
planning and activities for the next 10 years. We recognise the importance of
planning for our long term future as the decisions we make today can have
significant impacts on future generations.

This strategy is different to our 2018 and 2021 strategies. After the severe weather
events of early 2023, the Severe Weather Emergency Recovery Legislation Act was
enacted. This Act allows a number of laws to be changed to help communities
continue their recovery from recent severe weather events.

The mechanism to make these changes is a piece of secondary legislation called
an Order in Council.

Affected councils advocated for an Order in Council to change their requirements in
preparing the 2024 Long Term Plan and associated documents, including the
Infrastructure Strategy. The Order in Council regarding Long Term Plans was
gazetted 4 September 2023.

Therefore this financial strategy only looks at a three year funding window, rather
than the usual ten year window.

2. Council's long-term vision

Project Thrive remains at the heart of Councils long term vision as it builds upon the
work completed in the 2021 — 2031 Long Term Plan ‘Facing the Facts'.

While Council seeks to focus and deliver across its long term vision, the main areas
of focus for this 3 Year Plan are Cyclone Recovery, Roading Resilience, critical water
infrastructure replacements and upgrades. Critical to the districts long term future
is also ensuring a view to a future ‘Hawke’s Bay Waters Model’ is also made.

Delivering on these main focus areas, is a challenge of balancing the cost against
what is ultimately affordable for the district. Part of this is ensuring that Central
Hawkes Bay District Council makes the most of future opportunities available,
including recovery funding for Land Transport and all other funding opportunities
presented that aren't ratepayer funded. Councils external funding strategy is key to
focusing on how this is achieved long term.
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Strategic context

3. Recovery from Cyclone Gabrielle

Cyclone Gabrielle devastated the region in early 2023. This weather event caused
widespread flooding, landslips, and significant damage to infrastructure along the
East Coast. The region was confronted with a huge task — repair the damage
caused by the cyclone and rebuild infrastructure in a way that is resilient to any
future challenges.

Civil Defence emergency kits have also been distributed to isolated areas to enable
community led responses should they be cut off after another catastrophic event.

The recovery efforts have been characterised by determined community efforts
and a $35 million government contribution to the region’s roading recovery.
Progress has been significant, focusing on infrastructure, rehabilitation, and
community resilience against future weather events.

While the roading recovery is well underway it is estimated that Council will still
need to spend approximately another $129m during the next six years to return
Councils roading network back to pre-cyclone levels. The 3 year plan assumes that
government will contribute 95% of these recovery costs, with the balance being
funded by the region through the use of rates and loan funding.

4. Three waters reform — what we know...

In mid-2017, following the Government Inquiry into Havelock North Drinking Water,
the Government established the Three Waters Review to look at how to improve
the regulation and service delivery arrangements of drinking water, wastewater and
stormwater - the three waters — to better support New Zealand’s environment,
health, and safety. The findings of the Review were consistent with many of the
Havelock North Inquiry’s findings and raised system-wide questions about the
effectiveness of the regulatory regime for the three waters, and the capability and
sustainability of water service providers.

The Government, in July 2020, then announced the Three Waters Reform
Programme in response to mounting evidence of the challenges facing three
waters service delivery nationally. These include ageing infrastructure, historical
under-investment, a bow-wave of wastewater plants to be reconsented, source
water contamination, higher consumer expectations, required resilience for
impacts of climate change and natural hazards, evolving demographics and huge
looming costs.

A series of reports augmented by economic modelling puts the cost of a fit-for-
purpose, futureproofed three waters service at somewhere between $120 billion
and $185 billion nationally, over and above already planned investment, in the next
30 years. Most three waters assets and services, but not all, are owned and
delivered by local councils. The Government's view was that current arrangements
will not be able to address these intergenerational challenges and that
transformational reform is required. Informed by this evidence, the Government
took decisions in October 2021 to progress the reforms so that all New Zealand
communities can benefit from the reforms.

In early April 2023 the Government decided on changes to the water services
reform programme. These changes included increasing the number of new water
services entities from four to ten in order to strengthen local representation and
voice.

The Three Waters Review’s mahi also led to the establishment of Taumata Arowai,
the new water regulator for Aotearoa and a strengthened regulatory environment
for three waters services. Taumata Arowai has a strong focus on the safety of New
Zealand’s drinking water and on 15 November 2021 became the drinking water
regulator. In 2024, it will assume responsibility for wastewater and stormwater
networks, becoming the three waters regulator for Aotearoa.

After the change in Government following the 2023 elections, repealing the Water
Services Entities Act was one of the priorities of the new Government.

In this Strategy we have assumed that Council retains three water services for the
next ten years. The reality is that if the Hawke’s Bay Model is again accelerated,
Central Hawke's Bay could form part of a regional water services entity as soon ast
2027. While there are details to work through, what is certain is that the status quo
is not a long term financial sustainable approach to three waters/..

This Strategy and the Three Year Plan has included the operational and capital

budgets for our water infrastructure. Taking this approach ensures we continue to
keep our community in the loop about what is needed, how much it will likely cost,
and ensure we budget what is needed for the renewal and operation of the assets.
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5. Growth in population

The chart below shows the population growth projections, forecast in our adopted
demographic projections supplied by Squillions1The medium projection has been
adopted as the basis of growth, which forecasts a growth of 4,000 people over the
next ten years, a result of consistent net positive migration. There is an expectation
of an ageing population, stable economic growth, balanced housing market, status
quo policies, and no major environmental triggers. Risks to this outlook include
economic instability, an over-reliance on agriculture, decline in housing affordability,
severe climate change events, labour supply, demographic balance, and policy
changes.

. Estimated population growth of 2% annually for the next 10 years.

. Estimated number of inhabitants reaching over 19,000 by 2033.

The drivers of the forecast population growth are lower house prices, and the
proximity to Napier-Hastings that provides a wider range of employment
opportunities for commuters and semi-remote workers, as well as flight
connections through Hawke’s Bay Airport. The result is a population that ages but
less rapidly than the New Zealand average, having more families with children
moving to the district and keeping up average household size.

Population by age

The forecasts also anticipate that 25% of the population will be aged 65 and over in
2034, compared with 22% in 2024. The infrastructure strategy shows how the
Council intends to meet the changing infrastructure needs of its community as the
population ages.

¢ Average household size likely to increase due to migration patterns. The chart below shows the predicted age range of the population for the district.
. Increase in population aged over 65, rising to 25% by 2033.
Population by Age Brackets
. Expected requirement of around 1,270 new dwellings over the next decade 2,000
(120 per year). -
6,000
Central Hawkes Bay Population 25% 3% 25%
22,000 5,000
26%
20,000 4,000 19% 2%
20%
18,000 3,000
16,000 2,000
14,000 1,000
12.000 0
0-14 Yrs 15-39 Yrs 40-64 Yrs 65+ Yrs

- vy P o w2023 2033

§3 - EZ E ) ,

%3 3383 33 g Source —Framing the future of Central Hawke’s Bay — August 2023

== ggg3g

e Population

Source —Framing the future of Central Hawke’s Bay — August 2023
1 https://www.chbdc.govt.nz/assets/Document-Library/Reports/Growth-
Assumptions/FINAL-Growth-Assumptions-Squillions-State-of-the-District-2023.pdf
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Ratepayer growth

The link between the district population and the number of ratepayers is the average
number of people per household, which determines the number of dwellings that
are required. The lower the average household size, the greater the number of
dwellings that are required. For the purposes of forecasting, the number of dwellings
is used as a proxy for the number of rating units (ratepayers).

The average household size is likely to increase due to migrate patterns, slightly
offset by the aging population size over the next 10 years.

Projected growth in people and dwellings 2023-2033
Medium scenario

Dwellings | Dwellings
People (high)g (Iow)g
Otane 290 110 100
Waipawa 470 180 160
Waipukurau 930 360 310
Takapau 180 70 60
Porangahau 60 20 20
Rural/lifestyle 1,880 720 630
Central Hawke's Bay district 3,810 1,470 1,270

Source —Framing the future of Central Hawke's Bay = August 2023 (Medium Growth
population, but two levels of household size)

The predicted growth in the number of dwellings is the key forecasting tool that we
use to support our expectations for ratepayer growth.

This anticipated growth is supported by the house price and consent data in the
next section.

Economic growth
National and international context

The global economy remains recovering from the Covid-19 pandemic, along with all
the unwinding of artificial stimulus packages of the various central banks and
governments. This has left a shadow over the economy with high inflation and
constrained freight availability. However, these pressures are now starting to ease,
and economists are no longer predicting a hard economic landing, but rather a
period of subdued economic growth of between 2.7%-3.0% pa. Central Banks
remain wary of sticky inflation (wages and consumer prices that don't respond
quickly to changes in demand) and unsustainable debt levels.

New Zealand's Goods Exports: Top Markets (NZ$b per year)
22
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Fb peryear

% |
%

P P & . ] 2 &
A B S T B S S

P A o o B a8 oS B o o
I China Australia [ VS~ I J=ran [ Rep. of Korea

New Zealand economy also rebounded following the Covid-19 pandemic. Being
isolated from its trading partners, the lack of shipping, and cost of freight particularly
badly impacted New Zealand. Inflation following Covid-19 hasn't dropped as quickly
as the rest of developed world and as a result New Zealand's Reserve Bank has
raised interest rates higher and faster than the rest of world in an effort to curb
inflation. It is now forecast that it will keep its OCR (Official Cash Rate) at 5.5% till at
least early 2025.
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In late 2023, the new National lead coalition government formed and in early 2024
have begun a number of policy and cost-reduction measures across Government.
The full impacts of these are yet to be seen, however the cost reduction measures
are also offset by proposed tax cuts and the removal of other regional taxes. .

New Zealand's economic performance is also impacted by that of China, with China
being New Zealands largest trading partner by some margin. Unfortunately, China
is also experiencing an economic downturn, and was recently put on credit rating
watch by the international credit rating agency Moody’s, which is in turn softening
New Zealand's diary and red meat prices.

New Zealand’s Goods Imports: Top Sources (NZSh per year)
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Source — Statistics NZ (year to December 2022))
Central Hawkes Bay reamins largely an agriculturally based economy with

agriculture accounting for over 30% of its total GDP, along with manufacturing
supporting this agricultural sector accounting for a further 14% of GDP.

Source — MBIE Territorial Authority GDP 2021 Release (2019 dataset)

GDP per Capita
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Education and Training 19.46 3.3%
Health Care and Social Assistance 18.79 3.2%
Professional, Scientific and Technical Services 18.59 3.1%
Rental, Hiring and Real Estate Services 14.46 2.4%
Wholesale Trade 13.45 2.3%
Information Media, Telecommunications and Other Services 11.07 1.9%
Public Administration and Safety 10.05 1.7%
Financial and Insurance Services 8.33 1.4%
Administrative and Support Services 245 0.4%
Accommodation 2,15 0.4%
Food and beverage services 2,14 0.4%

Central Hawkes Bay remains largely an agriculturally based economy with
agriculture accounting for over 30% of its total GDP, along with manufacturing
supporting this agricultural sector accounting for a further 14% of GDP.

Source — MBIE Regional Economic Activity Tool
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With the higher freight and inputs costs and softer export prices, the Covid-19 years Reducing this reliance on the local economy is the increasing trend of commuting

haven't been kind to the Central Hawkes Bay economy with GDP per capita falling for work outside of the Central Hawkes Bay District boundaries. These people are

further behind its neighbors and New Zealand as a whole. attracted to the district for the cheaper housing costs (relative to its neighbors) but
are still enjoying the 14% increase on average of earning power over working within
the district.

The best of both worlds
Share of residents drawing income from outside the district

70%
60%
50%
40%
30%
20%
10%

0%
2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

Source —Framing the future of Central Hawke’s Bay — August 2023
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Average
Employer TA e nggs
Central Hawke's Bay District 550,800
Hastings District $57,100
Napier City 555,900
Auckland $63,900
Wellington City S66,600
All others 556,600
Total ex. Central Hawke's Bay 557,800
Total resident jobs $55,200

Source —Framing the future of Central Hawke'’s Bay — August 2023
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6. Affordability

When a Council considers affordability it is typically thinking of rates or fee and
charges. However the things that rates and fees pay for impact the district’'s
wellbeing in many ways that extend beyond just economic wellbeing. Any decision
on changing levels of service to limit rate increases will have a knock impact on
other area’s of wellbeing, and rates and fees shouldn’t be considered in isolation.

Affordability impacts more than just economic wellbeing

Improved financial security
Improved health outcomes.
Improved equity outcomes

Direct impacts on wealth

and disposable income

il

MorrisonLow

Diagram Source — Morrison Lowe
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More discretionary income

Links between income
inequality and environmental
quality

As stated earlier, Central Hawkes Bay’s housing remains affordable compared to its
neighbors, at least in a price sense but remembering that incomes in Central
Hawkes Bay are typically 14% lower than in Hastings. Hastings house prices grew
faster than Central Hawkes Bay during the last boom cycle and the gap has widened

between the two districts which is adding the attraction of Central Hawkes Bay as
a commuter base to Hastings.
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Rates affordability

The following two charts indicates the levels of Council's rates as a percentage of
the districts GDP (both regional GDP and rural GDP) when compared with the other
local councils and other similar sized councils.

What this shows is that Council’s rates are similar to other rural Council’s in terms
GDP percentage, but also indicates that rates have risen faster than GDP in recent

The graph below shows where Council's rates revenue is spent (source 2023 annual
report). Most of your rates is spent delivering infrastructure (Roads, Solid Waste,
and Water) at 69 cents in every dollar. This is also the area that has been under
invested in historically with many assets in a poor state of health and at end of life,
and where most of the Cyclone Gabrielle recovery spend is going.
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7. Connections to the Infrastructure strategy
What is an infrastructure strategy?

The purpose of the infrastructure strategy is to identify the significant infrastructure
issues facing the Central Hawkes Bay District and options for managing them over
a period of at least 30 years. Central Hawke's Bay has been provided with special
legislation as a result of Cyclone Gabrielle to develop a 10 year infrastructure
strategy.

The infrastructure strategy must describe how we intend to manage our
infrastructure assets, and associated expenditure needs, over the period of the
strategy, taking into account a range of factors that affect the nature and cost of
infrastructure provision.

Known infrastructural issues

The most significant issue faced by the district is the aging non-compliant sewage
treatment ponds, resilience of drinking water supply, and repair of damaged roading
network following Cyclone Gabrielle.

To deal with the above issues Council is planning to:

e To replace the existing wastewater plants at Otane, Waipawa, and
Waipukurau with a single upgraded sewage treatment plant in Waipawa.
This has partially been achieved last Long Term Plan with the Otane and
Waipawa plants already being joined. Work is ongoing on joining
Waipukurau to this network, but has this involves river crossings involved
so it will be a long term solution (budgeted at $70m over the next years). In
the meantime shorter term upgrades to the DAF unit at Waipukurau will be
undertaken. In addition wastewater plants at Takapau and Porangahau are
also scheduled to be updated in the next ten year period.

e A second water supply to feed Otane, Waipawa, and Waipukurau is
currently being built with a new central reservoir capable of feeding both
between Waipawa and Waipukurau ($19m budget). The reservoirs in
Waipawa and Waipukurau are due for replacement over the next 5 years
(an $13m investment). With some funding from Government an improved
flood bank to protect the Waipawa/Otane water treatment plant (damaged
in cyclone Gabrielle) is also due to be built $2.5m (or alternatively $7.5m to
relocate the plant all together).

e Cyclone Gabrielle did significant damage to Council’'s roading network
(slips, slumps, bridge and bridge approach damage). Central Government
provided Council with emergency funds of $46m to repair the highest

priority sites, but this will leave Council with a residual damage of
approximately $129m to progressively repair over the next 6 years.

In addition to above, Council will continue with its standard renewal programs for all
other assets with a particular focus on stormwater following Cyclone Gabrielle.

The Council is also working with the Government’s Infrastructure Acceleration Fund
and developers to develop what was the old Waipukurau Hospital site into
residential housing. This potential housing growth also is being factored into future
water and roading upgrades being planned over the next 10 years.

This infrastructure strategy has been built into Councils 3 Year Plan budgets and
the funding required is reflected in the rating, external funding, development
contributions revenue targets, and the debt forecasts contained within the 3 Year
Plan.

Land use changes

Councils are required to prepare a District Plan under the Resource Management
Act 1991.

In November 2016, Central Hawke’'s Bay embarked on a bold and ambitious new
journey as council and community created a new vision for Central Hawke's Bay —
Together we Thrive! The District Plan is a key tool to bring the outcomes of Project
Thrive alive for our community.

In 2019 we developed a Draft District Plan and held public meetings throughout the
district to get feedback on it, and to find out what communities felt were the critical
issues in our district.

The community’s valuable feedback on the Draft District Plan helped us develop the
Proposed District Plan. It was publicly notified in May and public submissions were
called for, ending 6 August 2021.

In 2022 submitters were heard over seven different Hearing Streams. The Hearings
have now been completed and the Hearings Panel has made its decisions on the
Proposed District Plan and all matters raised in submissions.

On 25 May 2023 the Council publicly notified the updated 'decisions' version of the
Proposed District Plan.

Currently there are 9 appeals were received on the decisions on submissions on the
Proposed District Plan and are being worked through.
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8. Development impact fees 9. Intergenerational equity
Development impact fees are a combination of: Intergenerational equity requires that each generation that benefits from an
investment should contribute to the cost of that investment. Councils should
e development contributions required under the provisions of the Councils generally only borrow to fund capital investment such as the building of
development contributions policy (as amended in the 2024-27 3 Year Plan); infrastructure and amenities that benefit current and future generations. Debt is one
and way of smoothing the cost of construction over the generations that make use of,
or benefit from, the service. It is a way of meeting the principle of ‘intergenerational

e financial contributions provided for under the Resource Management Act equity’.

1991 and the Council’s district plan (part E).

Development contributions

Development contributions are forecast according to how we expect the district to
grow and go towards the cost of capital expenditure for core infrastructure that is
required as a result of growth. The Council’'s policy on development contributions
states that 100% of the cost of capital expenditure that is needed to meet growth
requirements is paid for by development. Or more simply — growth pays for growth.
The Council funds some costs of development in advance of receiving the
development contributions.

Having significant development contributions can be a disincentive for developers
and can adversely impact housing affordability. Equally, large rates increases to
fund growth costs would not be fair to our existing ratepayers so the Council needs
to find a balance.

As required by the Local Government Act 2002, we are reviewing our current
development contributions policy and we are consulting on any changes that we
propose as part of the 3 Year Plan process.

The proposed development contribution will take into account the high population
and household growth expected across the region, and the significant growth
component to Councils proposed Capital program. This will require a corresponding
lift in development contributions require per new Household Equivalent (HUE).

Financial contributions
Financial contributions consist mainly of reserves contributions, which are used to

fund reserve development activities, such as the management of natural areas and
the creation of recreation resources.
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10. Financial strategy

The financial strategy aims at achieving a balance by trying to deliver affordable

rates to the community, minimise council borrowings and optimise capital Other sources of revenue

spending.

P o The non-rates revenue that we can draw upon comprises mainly fees and charges,
grants and subsidies, and development and financial contributions. Outside of
NZTA roading subsidies, Fees and charges are the largest item of non-rates revenue
and include building and resource consent fees, landfill and transfer station fees,
community housing rental income, and library and volumetric water charges.

Revenue

Financial
levers

This balance can be represented by the triangle diagram above, where the levels of
services (LoS) desired is represented by the amount of Council's operational
expenditure budget. If you raise the expected LoS you need more budget, or
alternatively you can lower the LoS by reducing your budgeted expenditure.

From year to year the size of your budget will grow, even if LoS remain static, due to
inflation.

Once the operating budget is set, Council then considers the funding mechanisms
available to Council — Rates, Fees and Charges, Debt, and speed of delivery of the
Capital Program.

A change in any one funding source doesn't change the amount budget, but requires
an adjustment to another funding source to maintain equilibrium (a balanced
budget).

Council must balance what Levels of Services it delivers to the community against
how it funds these services, taking into account affordability and intergenerational

equity.
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11. What has happened since the 2021-31 long term plan?

The major focus of the 2021-2031 Long Term Plan ‘Facing the Facts’ was focused
on catching up on the years of underinvestment in primarily Council's 3 Waters
infrastructure, but also setting a platform for future three waters and community
facilities investment.

This Long Term Plan period saw a 12-year program of upgrades commence as part
of #thebigwaterstory and #thebigwastewaterstory. Through a combination of rates,
debt, and central government funding Council is now three years through this
program, with a further nine years of works ahead of us.

Due to debt constraints, price escalations, and changes to the three waters reform
programme, and most notably the physical impact of Cyclone Gabrielle introducing
new risks and uncertainty to some programmes, the significant water upgrade
programs have been rephased from the original programme of having all
wastewater out of rivers by 2033. Council continues to work with the other Hawkes
Bay Councils to explore the merits of forming a Hawkes Bay Council Controlled
Entity to deliver 3 Waters across the entire Hawkes Bay District, but this 3 year plan
assumes Central Hakes Bay District Council continues to deliver 3 Waters services
throughout the life of this plan.

As the country experiences the tail of the economic impacts of Covid-19, while some
supply constraints are beginning to ease, pricing of construction projects are not
returning to pre-covid levels, exacerbated also by Cyclone Gabrielle. This means that
all planned construction has increased in cost by approximately 25% in the past two
years meaning Council can only deliver part of what it forecast three years ago for
the same money.

Cyclone Gabrielle has also had a significant impact on the Council and was
unforeseen when setting the Long Term Plan three years ago. Nearly 12 months on
Council still faces uncertainty about the funding assistance for its roading repairs,
is bearing additional recovery costs, and the flood protection and final land
categorisations for the township of Porangahau yet to be completed. There also
remain significant future uncertainty relating to the long term impacts of Cyclone
Gabrielle on the resilience of many of our Wastewater sites for the current
operations and future resilience investment.

12. A focus on debt

The Council has shown leadership by actively chasing external funding such as the
Infrastructure Acceleration Fund, realising that with the limited number of Rate
Payers in the District the cost of necessary infrastructure improvements is beyond
normal funding mechanisms of debt.

During the 2024-2034 Plan it is expected, even with external non-ratepayer funding
that debt levels will increase to $237 (which is beyond it's current allowable debt
cap). This is because of the legislative requirement to replace the Waipawa,
Waipukurau, and Otane Waste Water treatment ponds, replace 3 reservoirs which
are at the end of life, add resilience to the district water supply, and fund its share of
Cyclone Gabrielle damage to the roading network.

In an ideal world by capping debt and restricting capital expenditure must haves, will
rates to be kept within the proposed limits without affecting the current levels of
service. However, due to both drinking water standards, waste water discharge
consents, and Cyclone damage this isn't going to be possible.

The Council has recently updated its treasury management policy, which sets out a
framework for the Council to manage its borrowing and investment activities in
accordance with Council objectives, as well as incorporating legislative
requirements. The updated policy supports the strategy by introducing targets and
setting new limits on the amount of money that the Council can borrow.
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13. Financial limits

The proposed new financial limits are set out in the following tables:

2024-2034 3 Year Plan
Measure Internal Banking
Limit Covenants

Debt to Revenue - Unrated <150% <175%
Debt to Revenue - Credit <200% <280%
Rated
Debt to Equity <10%
Interest to Total Revenue <5% <10%
Interest to Rates Revenue <10% <20%

Based on the above debt cap of 150%, and Councils 2024/25 3 Year Plan budgeted
revenue of $74.6m (excluding development contributions) this would make
Council's debt cap $111.9m (or $149.2m once it acquires a credit rating based on a
200% limit).

A credit rated Council can borrow up to 280% from the Local Government Funding
Agency (although Councils own internal Treasury Management Policy currently
precludes this) which is a maximum of $208.9m.

The above calculation are based on Council’'s current revenue budget, however over
the course of the 3 Year Plan Council’s revenue will increase which will increase
Council’s ability to borrow.

Based on the 10 Year Plan debt and revenue profiles currently in the proposed
budgets, Council will exceed its existing treasury policy debt limit of 150% of revenue
at the end of year 5, on the assumption of future land transport recovery funding
being realised. At this point Council will need to obtain a credit rating to remedy this
situation.

However it would be prudent for Council not to wait until it hits its debt cap before
applying for a credit rating (which take a minimum of 6 weeks to obtain). Council,
as part of risk mitigation, should always retain at least $10m of undrawn debt
headroom to be able to respond in an emergency to unforeseen events such as
Earthquakes/Cyclones immediately, rather than waiting for insurance claims or
credit ratings to be approved.
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15. The three financial levers
Capital expenditure

The Council's proposed capital expenditure budget of just over $421m for the first
10 years provides the key focus for the 2022-2034 asset management plan.

Capital Program 2022-2034
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Period of High External Funding
The forecast capital expenditure for the 10 years of the plan is shown in the charts
below. The capital expenditure figures stated in the financial strategy are gross
figures, that is they include the portion that will be funded by external parties such
as the NZTA and the Infrastructure Acceleration Fund.
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.The capital expenditure programme is driven by the infrastructure strategy, which
prioritises a programme of capital work necessary to meet the ongoing needs of the
community. The infrastructure strategy is constructed from the activity

management plans for our core infrastructure (roads, three waters and solid waste,
as well as some of our community facilities), which considers the age, condition and
useful lives of our assets, and the costs of renewing and/or upgrading them.

Therefore, a key part of the financial strategy is to balance the requirements of the
infrastructure strategy with the financial limits that the Council is proposing to work
within. The infrastructure strategy covers a 30-year period (10 year legal timeframe
in this Three Year Plan) to ensure that we are planning our asset requirements well
into the future and that we are resourced to meet the requirements.

There are two main areas of capital expenditure — renewals and upgrades. Asset
renewals are paid for by rates-funded depreciation. Upgrades may be required either
as a result of growth or because we need to increase the level of service of a
particular asset. Upgrades that are required as a result of growth should be funded
entirely through development contributions; upgrades that are due to a level of
service increase are funded largely through debt.
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Renewals

We have $1,019m in assets, mainly relating to our core infrastructure of roads, three
waters and solid waste. Our activity management plans identify the timing for
renewals, based on the condition of the assets. We are undertaking a continuous
programme of condition assessments to help us build a more detailed picture of all
our assets. This is so that we can renew them all at the right time — before they
deteriorate significantly or fail, but not while they still have a significant useful life.

In the 2024-34 asset management plan we are planning to spend an average of
$31.2m a year on renewals (which is a step change from the $17.5m contained in
the 2021-2031 Long Term Plan and the $13.3m in the 2018-2028 Long Term Plan).
So we are still maintaining all our assets to a good standard with timely, but not
early, replacement of assets.

A number of our assets are nearing the end of their useful life, which is the reason
for this significant renewals cycle.

Depreciation as a proxy for Renewals
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When we look at our planned renewals and our forecast depreciation together, the
annual depreciation can be considered a reasonable estimate of the annual
renewals cost, as shown in the chart below.

If, over time, renewals expenditure is approximately equal to depreciation, it can
reasonably be assumed that the assets and the services that they are providing are
sustainable.

For the Council, the estimated cost of renewals is significantly more than the
forecast depreciation for the earlier part of the asset management plan. This
reflects the fact that the Council has under invested in renewals in previous years
and is now having to catch up. By year 10 of the asset management plan renewals
begin to decline and dip back below depreciation indicating that all the urgent
renewal program is complete. However you will notice that the depreciation charge
increases significantly over the course of the asset management plan which

represents the new portfolio of assets Council will be looking after (such as new
wastewater plants, toilet blocks, and playgrounds). In time these new assets will
need replacing.

Upgrades

During the first 10 years of the Asset Management Plan we plan to spend $106m a
year on upgrades (levels of service improvements or growth driven assets).

Some hard decisions have had to be made to finalise the proposed capital
expenditure budgets of just over $94m for the first 3 years of the asset management
plan term plan. Further difficult decisions, prioritising expenditure and managing
risk, will have to be made for the asset management plan if the Council’'s goal of
capping debt growth is to be achieved.

Funding depreciation

Including depreciation in our operating expenses each year is a way of ensuring
ratepayers pay their fair share, and only their fair share, of the assets they use and
benefit from — it ensures intergenerational equity.

In previous long term plans the council has opted not to fully fund depreciation, on
the basis that the asset renewals and rates funding thereof was not required until
later. The cumulative effect of the non-funded depreciation is significant, and will
have to be matched with additional debt to replace assets.

Because Council is having to catch up on renewals in years 1 to 9 of the asset
management plan, the Council has no capacity to fully fund depreciation in this 3
year plan although the intention is that this policy needs to be reviewed in future
LTP’s to ensure that Council remains on top of renewals once they have caught up
on the back log.
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Rates

Like communities and other Councils across New Zealand, Central Hawke’s Bay
District Council is facing significant challenges, not least relating to affordability and
its ability to fully fund the level of asset renewal and upgrades required for the future.

Projected Rates
80,000,000 27%

70,000,000
60,000,000
50,000,000

40,000,000

Amount $

30,000,000

Percentage Change

20,000,000

10,000,000

Actuals  AnnualPlan LTP24/25 LTP25/26 LTP26/27 LTP27/28 LTP28/29 LTP29/30 LTP30/31 LTP31/32 LTP32/33 LTP33/34
22/ 232

mmm General Rates W Targeted rates  emmPercentage Change

The cost of construction projects has grown by 25% over the past 2 years, Councils
insurances costs went up by 48% following Cyclone Gabrielle, Councils interest
costs (on its $40m plus debt) have gone from 2.5% pa to a forecast 5.5% pa for the
3 Year Plan (which is a 220% increase), and Council is having to fund the recovery
from the worst weather event in New Zealand this century. What this means is that
Council requires a significant funding boost in year 1 of the 3 Year Plan (+24%), and
can then settle back into more typical levels of increases of 5%-12% pa on average
for the remaining 9 years of the forecast. The chart above shows our forecast rates
increases and highlights the rates increase attributable to targeted rates (mainly a
3 waters issue).

This Three Year Plan does not include any significant changes in levels of service
(although temporary decreases are being considered to help rate low in the first two
years of the 3 Year Plan). The forecast rates increases over the term of the plan are
largely due to the cost of living crisis outlined above, along with Councils capital
program.

The non-funded depreciation also means that the Council does not currently have a
balanced budget for years 1-3. This financial strategy seeks to balance rates
increases with our stated target of capping debt.

Borrowings

The chart below reflects our forecast borrowings profile based on the achievement
of our capital expenditure limits. The solid green line represents our current non-
credit rated borrowing limit as set out in Councils Treasury Management Policy. The
solid purple line represents our current non-credit rated borrowing limit as set out
by Councils Bank. The orange line represents the new higher limit once Council
obtains a credit rating and the red line represents the maximum that the bank will
lend to Council regardless of its internal policy settings.
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While this graph shows is that Council won't need a credit rating till year 5 of the 10
year plan, this is due to the additional government funding the model has assumed
regarding roading recovery. If this assumed revenue doesn't eventuate, then the
need for a credit rating moves forward by 2 years to year 3 of the plan. Council will
need to monitor this debt to revenue ration throughout the 3 year plan to ensure
compliance with its treasury policy and will need to the policy again as part of the
next Long Term Plan 2027-2037 if it is to deliver the current proposed 10 year capital
program.

Water debt currently accounts for 84% of Councils total debt, and while it was hoped
at the time of writing the 2021-2031 Long Term Plan that the Labour Government's
3 waters reform was going to see this debt (and the corresponding assets) passed
to a new water entity, however this is clearly no longer going to happen. However
the 5 Hawkes Bay Councils are currently in early discussions about setting up their
own Water Entity. It is unclear at this stage whether this will allow full balance sheet
separation like the Labour Governments model, so this 3 Year Plan assumes 3
Waters remains the responsibility of Local Councils.
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Security for borrowings

Our liability management policy (part of our treasury policy) has recently been
updated. The Council's external borrowings and interest rate risk management
instruments will generally be secured through a Debenture Trust Deed. Under a
Debenture Trust Deed, the Council's borrowing is secured by a floating charge over
all Council rates levied under the Local Government Rating Act. The security offered
by the Council ranks equally with other lenders. From time to time, and with Council
approval, security may be offered by providing a charge over one or more of the
Council’'s assets.

Investments

Our investment policy (part of our treasury policy) has recently been updated. The
Council's primary objective when investing is the protection of its investment
capital. Accordingly, the Council may only invest in approved creditworthy
counterparties.

16. Level of service statement

As outlined in this strategy, for the 3 years to 2027 the expenditure incurred allows
Council to maintain its existing services, although temporary decreases are being
considered to help rate low in the first two years of the3 Year Plan. No new activities
are being planned.

17.Insurance

The Central Hakes Bay District Council, together with other Hawkes Bay Councils,
and Manawatu/Wanganui LASS, and Bay of Plenty LASS, collectively purchase
insurance for their respective assets on a combined basis. This syndicate was
provides scalability to the benefit of accessing wider domestic and off-shore
insurers.

The Council is facing a number of emerging potential financial risks. They include
an increase in insurance premiums due to the perception of increased risk profile
for the Hawkes Bay Region following the Kaikoura and Christchurch earthquakes
and Cyclone Gabrielle.

To address the increased risk, the Council is undertaking a number of mitigation
strategies, including the buying syndicates beyond just Hawkes Bay LASS,
completing loss modelling, insurance valuations, risk profiling, and developing an
insurance strategy.
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7.4 ENDORSEMENT OF DRAFT INFRASTRUCTURE STRATEGY 2024
File Number:

Author: Doug Tate, Chief Executive
Authoriser: Doug Tate, Chief Executive
Attachments: 1. Draft Infrastructure Strategy 2024 - 2034 1

2. Three Year Plan - Major Projects and Programmes Summary §

PURPOSE

The matter for consideration by the Council is the endorsement of the Draft Infrastructure Strategy.

RECOMMENDATION

1. That Council endorse the draft Infrastructure Strategy for the basis of building the
Three-Year Plan 2024-2027 and for inclusion in the Consultation Document Supporting
Information.

BACKGROUND

Legislative Context

Council is in the process of developing its 2024 — 2027 Three Year Plan. A key input into the
Three-Year Plan/Long Term Plan (and a requirement under the Local Government Act) is a 30year
Infrastructure Strategy.

Central Hawke’s Bay District Council along with several other Councils impacted by Cyclone
Gabrielle have been given dispensation to not complete a full Long Term Plan, instead a Three
Year Plan under the Severe Weather Emergency Recovery (Local Government Act 2002—Long-
term Plan) Order 2023.

Similarly, to the altered requirements for the Long Term Plan, the special legislative provisions for
affected Councils permit the production of an altered Infrastructure Strategy — different from the
requirements typically defined in the Local Government Act. Key points for the Infrastructure
Strategy in the new special legislation are:

e  There is no requirement for the strategy to be 30 years. At a minimum it must be the period of
the plan (three years)

e Content requirements are different to reflect the level of uncertainty faced by the councils who
are exempted from the requirements.

There is a focus on providing information on:

e  Significant infrastructure issues.

e  Principal options for managing issues.

o Implications of the principal options.

e  Major capital projects proposed or mid-implementing (including recovery projects).
o Likely funding options for projects.

e Implications of the funding options for rates and debt.
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Accordingly, this Infrastructure Strategy is prepared to cover a 10-year period and the strategy
applies to Councils management of infrastructure supporting the delivery of three waters, land
transport, solid waste and parks and property services across Central Hawke's Bay.

DISCUSSION
Overview

Council have prepared an Infrastructure Strategy (the Strategy) in line with the special legislative
requirements. The Strategy is designed to identify significant infrastructure challenges and to
identify the principal options for managing those challenges and the implications of those options.

The Strategy is also designed to provide oversite of planned works to recover the districts
infrastructure from the devastating impacts of Cyclone Gabrielle, as well as damage caused by
Cyclone Hale and the wet winter of 2022.

The Strategy follows a similar structure and format to the previous strategy developed in 2021,
aligning Council objectives and outcomes with a number of principles for infrastructure
management, a number of focus areas and an array of work programmes and projects.

The Strategy, recognising the significant damage to infrastructure caused by weather events in
2022 and 2023, and recognising the recovery works still required to restore infrastructure, places
special focus on both recovery and resilience, with the Strategy defining resilience for infrastructure
as:

“The capacity of infrastructure to adapt, withstand, and recover from shocks or stresses, while
maintaining essential functions, and providing service to customers. It involves anticipating and
preparing for disruptions, absorbing impacts, and rapidly recovering to a state of stability and
functionality."

Resilience challenges and opportunities are highlighted within the Strategy and programmes of
work have been developed to address resilience shortcomings and to improve resilience.

The Strategy also covers the topic of 3 Waters Reform and the uncertainty that exists with respect
to the ongoing ownership and management of waters assets across New Zealand.

Work Programmes and Investment

Based on the primary infrastructure challenges identified, the following work programmes, and
associated investment requirements have been identified through the Strategy.

The total work programme identified for delivery through the Strategy is shown in the chart below.
This chart includes an indicative phasing of the $129M worth of transport recovery works over the
first six years of the Strategy.
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10yr Capital Investmnet by Activity- Including Transport Recovery
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The significant infrastructure challenges/opportunities identified and being addressed in the
Strategy are:

Resilience and Recovery

Significant investment (>$250,000) identified to improve the resilience of infrastructure in the term
of this strategy are listed in the table below. The ‘financial category’ represents the category
recorded in Councils financial management system.

Many projects / programmes have multiple drivers for investment. For example, a project to
replace old worn-out pipe with new larger pipe has drivers for renewal and for demand.
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PROJECT / PROGRAMME FINANCIAL ACTIVITY EXPENDITURE
CATEG (YEARS
ORY 1-10)

Transport Recovery Programme Renewals Transport 129,000,000

Waipukurau Second Supply Levels of Service Drinking Water 18,671,942

Customer water meters Levels of Service Drinking Water 2,607,517

(DemandManagement)

Waipukurau water mains Levels of Service Drinking Water 1,237,750

Waipawa water mains Levels of Service Drinking Water 465,250

Reticulation renewal including pipes & other | Renewals Drinking Water 18,617,566

retic Loan Fund

Reticulation renewal including pipes & other Renewals Drinking Water 12,295,825

retic Rate Fund

Pukeora Reservoir Replacement Renewals Drinking Water 7,759,732

Waipawa Reservoir Replacement Renewals Drinking Water 3,693,800

Great North Rd - High St Main Replacement | Renewals Drinking Water 2,575,000

SH2 Replacement AC Main (Risk) Renewals Drinking Water 2,482,285

Hunter Park Reservoir Replacement Renewals Drinking Water 1,598,224

Waipukurau firefighting improvements Renewals Drinking Water 932,745

Waipawa firefighting improvements Renewals Drinking Water 650,592

LT Sub Sealed Road Resurfacing Renewals Land Transport 29,591,255

LT Sub Sealed Road Rehab Renewals Land Transport 25,019,523

LT Sub Unsealed Road Metalling Renewals Land Transport 16,861,709

LT Sub Drainage Renewal Renewals Land Transport 13,235,793

LT Sub Bridge and Structural renewals Renewals Land Transport 9,090,781

CHB Municipal Theatre EQ Strengthening Levels of Service | Rec & Comm | 1,286,880

Facilities
Waipukurau Memorial Hall EQ Strengthening | Levels of Service Rec & Comm | 1,155,420
Facilities

District Lan