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Final draft 18.3.04, not to be construed as Council policy until adopted
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Strategy/ Policy Summary Sheet

Policy name

Draft Development and Financial Contributions Policy

Adoption information —
date, committee, resolution
number

Environmental Management and Finance and Operations adopt
draft in March 04. Council adopts for consultation 31 March 04.
Council will adopt final by June 2004.

Review date

By June 2006.

Complying with what
legislation, if so, list Section

Local Government Act 2002 sections 101, 102, 106, 197-210, and
Schedule 13.

etc RMA 407,409
Executive summary Recommendations as approved by Finance and Operations
Committee 8 March 2004 are:

1.that Council take Development Contributions for network and
community infrastructure to appropriately provide for the social,
economic, environmental and cultural well-being of the
community.

2.that Financial Contributions be taken under the Resource
Management Act provisions for reserves and environmental
effects.

3.That Council take development contributions from development
where the effect, including the cumulative effect of development,
is to require new or additional assets or assets of increased
capacity, and as a consequence, the Council incurs capital
expenditure. This includes capital expenditure Council has already
incurred in anticipation of growth.

4.That where capital works are required to meet growth then
Waitakere City Council will recover the costs over time.

5.That where an increased capacity is required to meet the needs
of an increasing population this will be considered a cost of
growth,

6.That where a backlog of work exists, then that cost component
will be borne by rates, or Financial Contributions. If undertaking
the backlog work increases the capacity of the infrastructure in
order to facilitate growth, then the increased capacity component
will be funded by development contributions.

The policy provides schedules for contributions for the following
asset groups:
Network infrastructure:
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» Roading
o Public transport
e Water Supply
s Waste water
o Stormwater
Community Infrastructure:
e Town Centre Development,
¢ Infrastructure on Parks,
» Halls and libraries

e Cemetery and Crematoria
Existing works (from 2001)

Key words as listed on
agenda item

Development contributions, financial contributions, community
facilities, costs of growth, community infrastructure, network
infrastructure, reserves

Summary of process used
to develop policy

The relevant agenda items track the process from March 2003 to
June 2004.

Consultation was undertaken through the Annual Plan 2004/2005
process.

In addition, developers were contacted via Council’s Developer
Workshops in November 2003, and focus group activity in March
2004. Submissions to the Draft policy are being sought through
the Annual Plan.

Peer reviews were gained from legal, technical and regional
colleagues.

Project leader, and names
of development team

Cathy Kenkel and Tony Miguel project leaders, team are Ariya
Randeni, Ross Wilson, Chris Thomas, Philip Brown, Matt Heale,
Denis Sheard, Bob Preston, Natasha Harrison.

Asset Managers in Council developed the worksheets on which
the contnbutions are based.

Responsibility for
implementation

Consents and Resource Management, Ecowater staff.

Monitoring measures
associated with the policy

Monitoring will be undertaken by the Strategy and Development
with Resource Management for consistency and effectiveness of
application.

Any necessary changes will be effected appropriately. Policy
changes could be adopted through SCP process or prepared for the
2006 version.

Attach policy

Will be on Document Central when adopted.

Original file reference

I/projects/devcontr/draft policy feb 04

Key supporting documents

Devcontr file in i/projects

Worksheets for asset groups.

Regional Growth Strategy 1999.

Waitakere City Populations Projections Study 2000 - McDermott
Fairgray Group with Hill Young Cooper

North West Sector Agreement 2001.

Census 2001 statistics.

Waitakere City Council Asset Management Plans, Codes of
Practice
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1 Introduction

The Local Government Act 2002 (LGA02) allows loca! authorities to recover,
through development contributions, capital expenditures relating to growth.
This is in addition to the ability to recover financial contributions under the
Resource Management Act 1991 (RMA), but the two powers are
complementary and may not be used to recoup the same expenditure twice.
Councils are required to adopt policies for both financial and development

contributions as part of the suite of funding and financial policies under s102
LGAD2).

Waitakere City Council (Council) has prepared a Long Term Council
Community Plan 2003 - 2012 (LTCCP 2003) under the Transitional
provisions of LGAQ2. This states that Council will prepare a Development
Contributions Policy by 30 June 2004.

Development contributions will be considered alongside Council's other
funding tools in order to provide consistency of approach and methodology
concerning sources and levels of funding for these facilities.

This Development and Financial Contributions policy does not supersede the
requirements for development to avoid, remedy, or mitigate localised adverse
effects as provided for in the District Plan. Council will continue to impose
financial contributions under the RMA for reserves and to recover the costs of

managing the environmental effects of growth. These are dealt with in section
2.3 of this policy.

This Development and Financial Contributions Policy will be operative from 1
July 2004 to 30 June 2006. Council will be preparing a new Long Term
Council Community Plan for adoption by June 2006 as required under the
LGAQ2. This will require an amended and updated Development and

Financial Contributions Policy to be also prepared for operation from 1 July
2006.
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1.1 Purpose

The purpose of this policy is to enable Council to ensure that
development costs to the city are funded in a manner that is fair and

equitable to current and future residents, while supporting Council’s
sustainable development approach.

The policy seeks to ensure:
v 1. That Council can fairly, simply, predictably and robustly, both
recover the costs of growth and mitigate the effects of growth.
2. That a sustainable development approach will be taken in

accordance with LGAOZ and Council's sustainable development
pricrity in LTCCP 2003.

in particular, the policy and schedule:

» Specify the various contributions required for costs of development within
Waitakere City

» Explain why and how the contributions were determined; and
¢ Specify the conditions for remissions or reductions in contributions.

1.2 Long Term Council Community Plan 2003

The Long Term Council Community Plan 2003 — 2012 (hereafter LTCCP
2003) is the ten-year plan for Waitakere City, developed over an extensive
two-year consultation period between 2001 — 2003. It was developed under
“the transitional provisions of the Local Government Act 2002, Section 279,
‘and adopted on 30 June 2003. It provides strategic visioning, financial
policies and the expected costs of the city over the ten-year timeframe. 1t will
be reviewed over 2004 — 2005, in preparation for the adoption of the next
Long Term Council Community Plan by 30 June 20086. Under the Local
Government Act 2002, the long-term plan may be amended at any time, using
the special consultative procedure described in section 83.

This document was developed via an extensive community consultation
process, which assessed options for the city and its future development and
infrastructure. Waitakere City has indicated for a number of years that it is
planning to build a city which supports an intensified land use, particularly
around transport nodes such as railway stations and key road routes, and
local employment and strong communities. It supports innovative water
management techniques, particularly for stormwater, and has proved that
these improve the local and catchment environments. (Refer: State of the City
report 2001).

1.2.4 Community outcomes _

Community outcomes (vision statements) have been established as part of
the process of developing and adopting the LTCCP 2003. These are
expressed as the twenty year city vision statements which head and guide
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each platform in that document. The long-term plan has been developed to
support Council decision making as the city progresses towards a fully
sustainable environment. The LTCCP 2003 lists the groups of activities that

Council undertakes in order to support _aChieving the desired community
outcomes.

The community outcomes as summarised in the LTCCP 2003 are:

Urban and Rural Villages: Town Centres are thriving, providing exciting
options for people to live, work and play. Public facilities and places and
the streets are alive and busy.

Integrated Transport and Communication: Public transport and
communication systems provide fast, affective services fo the whole City.
Transport systems are integrated, innovative and environmentally
responsible. :
Strong innovative economy: Waitakere is a place of innovative
economic activities, providing local quality work and development optioris
for its people. Environmentally responsible businesses are supported and
flourishing.

Strong communities: People are active, healthy and content. They feel
safe and there is a strong sense of communily. Our City is a great place
for children. We enjoy our diversity of lifestyles and people.

Active democracy: People are able and willing to engage in city issues,
and feel that they can make a difference. There are high levels of
community participation, and people respect each other's views.

Green network: Streams and forests will be full of life, The Waitakere
Ranges will be permanently protected and a Green Network will link the
Ranges and the sea, connecting the everyday lives of the people of
Waitakere with the natural world.

Three waters: Wailakere is a centre of innovative management for the
three waters which are water supply, wastewater and stormwater.
Sustainable energy and clean air: Waitakere City will be an energy cell,
not an energy sink. Air quality supports good health.

Zero waste: Waitakere will be a clean and attraciive city that turns alf its
waste into resources.

1.3 Consultation methods

Consultation for the Development and Financial Contributions Policy will or
has been undertaken with the following stakeholders:

s Council elected members, community boards, parnership
organisations :

¢ Stakeholder and funder organisations such as Watercare, Transit NZ,
Central Government depariments

» Council Organisations e.g. Enterprisé Waitakere, Waitakere Properties
Ltd;

» Other Territorial Local Authorities in the region;
o Chief Executive’s forum and regional working group;
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Chief Executive and Directors of Waitakere City Council;

Developers; and

Staff who have to implement the contributions, and those who will be
part of the asset teams developing the policy and practice.
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2 Funding and Financial policies.

This policy is consistent with Waitakere City Council's suite of financial
management policies including the Significance Policy, Revenue and
Financing Policy, and Parinerships with the Private Sector. The policy will be
operative from 1 July 2004. (include Council minute for final version).

2.1 Units of demand
Units have been defined depending on the activity under consideration.

Cenerally, a unit of demand hae heen taken as the houschold unit or it
equivalent for non-residential activity. The household unit is a reasonable
proxy for most types of growth and for calculating the effects of such growth; it
is used for most assets: it is easy for people to understand and provides a
more efficient method than attempting to assess growth on a case-by-case
basis. It provides a consistent method of assessing the cost of growth across
the city. The per household population is taken as 2.8 for all areas. This is
consistent with the figure used for regional planning agreements. Generally,
household population sizes are declining, and this is consistent with
worldwide trends.

The Waitakere City Population Projections study, commissioned in 2000, has
provided the basis for the population figures used in this policy. Some assets
and activities have used figures updated from the Census 2001, which
indicated a lower actual figure than the projections. However, Council is of the
view that, as infrastructure is costly to instaill and the population will continue
to rise (even if at varying rates over time), that it is more efficient, and
economically sensible, to use a median to high growth figure for assessing
infrastructure costs. Any major changes between projections and the actual

figures of growth can be captured within the three yearly processes of long
term planning and review. '

2.1.1 Household equivalent unit

Development contributions for water supply and wastewater in industrial and
commercial areas have been based on equivalent household water use and
wastewater production. The design average water use and peak wastewater
flow per hectare of industrial and commercial land as specified in Council's
Code of Practice has been converted into an equivalent number of household
units per hectare, thus enabling a contribution amount to be calculated per
hectare (or m2 for convenience} based on the calculated per household
contribution. Water and wastewater contributions in industrial and commercial
areas are therefore directly correlated to predicted water use and peak
wastewater flows in industrial and commercial areas.

Assets other than water supply and wastewater also use household units, or
household unit equivalents, for assessing the ievel of service, quantity and
quality of infrastructure necessary to provide for growth. Details are contained
in Council's Asset Management Plans, Codes of Practice and the asset
worksheets which support Schedule A of this policy.
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2.2 Funding the cost of growth

It is necessary for the Council to fund costs incurred to meet the increased
demand for community facilities resulting from growth.

Alternatives include:

(1} Development cohtributions, in the form of:

« Development contributions — prepared in accordance with the
provisions of the Local Government Act 2002; or

o Financial contributions — prepared in accordance with the provisions of
the Resource Management Act 1991 (and through the District Plan).

(2) Other sources of funding: _
« Such as general rates, targeted rates, uniform annual general charges,
fees and charges, interest and dividends from investments, borrowing,
proceeds from asset sales and grants and subsidies.

Capital costs for community facilities required for purposes other than growth
are met by rates, supplemented where appropriate by other sources of
funding. These costs are for works intended to benefit the existing community
and are best distributed to the community as a whole.

The methods of funding operating and capital expenditures of Council
activities are set out in the Revenue and Financing Policy, under the nine
strategic platforms established by the LTCCP 2003. That document identifies
“which Council activity or groups of activities contribute to each community
-outcome, together with a cost of service statement for each platform. This
-provides the basis for the costs of growth tables shown in this document.

Council's Revenue and Financing Policy stipulates that where capital
expenditure can be funded from development contributions, Council will
generally use these sources of funding to meet the cost of growth of the City
in preference to other sources.

The introduction of development contributions is based on the economic
principle that costs should be borne by those who cause such costs. The
recovery of costs from those who cause such costs would encourage efficient
allocation of resources in the City. If developers are aware of the cost of the
community facilities required for new developments in advance, they can take
those costs into account when taking development decisions.

Council has to invest in advance a considerable amount of money in
community facilities to create extra capacities to meet the demand caused by
the growth of the city over time. lt is not considered equitable to ask the

current ratepayers to pay for the community facilities provided for the future .. .

users of such facilities because the current ratepayers are paying their share
of the cost of the existing infrastructure. Additionally, they will have to bear

the operating costs relating to the infrastructure provided for the future
ratepayers.
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Development contributions are generally considered to be more effective than
other forms of funding in sharing the costs {(capital expenditure) of community
facilities with those who cause the demand for the facility.

(@) Rates funding will resuit in the distribution of costs of growth
among all ratepayers, both current and future. Aiso, there is a
limit to which rates can be increased to fund capital
expenditures, as capital expenditures tend to be lumpy; and it
is not practical to collect rates to fund capital expenditures;
and there is resistance against rates increases.

(b) There are legal and practical limitations to the adoption of
targeted rates to recover the cost of growth. The rates
revenue sought by a local authority in any year from uniform
annual general charge and targeted rates set in a uniform
basis or as a fixed amount must not exceed 30% of total rates
revenue. Although this limit does not apply to targeted rates
in the dollar and that are solely for water supply or sewerage
disposal, it severely constrains Council’s ability to recover the

cost of growth, which includes all types of community
services.

(c) Targeted rates are borne by the users of community
infrastructure (the ratepayers) and not by the developers.

Hence, targeted rates may not lead to an efficient decision by
developers,

(d) Debt funding also involves rates increases as debt servicing
needs to be met from rates; and debt funding may raise the
total debt to unsustainable levels. Therefore, generally there
is a community concern about prudent debt levels.

(e) There is also resistance against user charges and other forms
or rates, if they have to increase to meet debt-servicing cost in
the event debt funding is employed.

()  Other forms of funding are unlikely to be adequate to meet the
infrastructure costs on a sustainable basis.

Development contributions can be used to allocate the costs to those who
cause the costs, thus minimizing the impact on the existing ratepayers (note
however that an increase in capital expenditure contributes {o an increase in
operating expenditure and depreciation which has to be funded from rates).

Council's Revenue and Financing Policy provides for other forms of funding

when development contributions are not covering the full cost. These funding

methods are explained under community activity groups as identified in the
LTCCP.

AlO
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2.3 Development Contributions or Financial Contributions

Historically, the Councii has introduced and collected financial contributions
and reserves on the basis of the relevant sections (including sections 283,
289, 291, 292, 321A and 322) of the Local Government Act 1874. Pursuant
to sections 407 and 409 of the RMA the Council has continued to use this
basis for financial contributions to date, and will continue to do so as
appropriate and necessary.

An aiternative would have been to introduce a new financial contribution
regime in the District Plan, under the relevant parts of RMA. This was
‘Council's original intention when the District Plan was notified in October
1991. That plan contained a financial contributions chapter which included an
intended financial contributions framework for network infrastructure and
reserves. There was also a framework for the taking of financial contributions
to mitigate or offset environmental effects of development activity.

There were submissions, and later appeals, lodged against the proposed
financial contribution provisions in the District Plan, which raised major issues
about the approach adopted, including a concern about what was considered
to be a lack of certainty in those provisions. '

These appeals had not been resolved at the time of introduction of the
t GAD2. This Act introduced the alternative of development contributions as a
means of recovering costs for the costs of growth relating to community
facilities (which include network infrastructure and reserves). In Council's
view, the development contribution provisions allowed for a better mechanism
to resolve the issues highlighted in the District Plan appeals, including
-providing the opportunity for greater certainty.

The Council therefore decided to recover costs of growth relating to
community and network infrastructure through development contributions
rather than financial contributions, while retaining reserves under financial
contributions.

For the sake of clarity, in this policy the following terminology is used.
» Financial contributions means those taken for reserves and for
environmental mitigation under the RMA
« Development Contributions means those taken for community and
network infrastructure under the LGA for the costs of growth.

2.3.1 Financial Contributions

The Council will collect financial contributions for reserves through ss407 and
409 RMA pending a decision whether to assimilate contributions for reserves
into development contributions or to promote a plan change to include an
appropriate financial contributions rule in the District Plan.

The LGAQ2 does not provide a legislative basis for contributions to mitigate or
offset environmental effects of development activity. This component of
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financial contributions therefore remains in the District Plan. There are other
circumstances where works and services or a financial contribution may
mitigate or offset adverse effects, which would otherwise be more than minor.
In such cases, effects would normaily be required to be avoided, remedied or
mitigated on the site of the activity proposed. However if this is not possibie,
an opportunity is provided through the District Plan for works and services to
be provided off-site, or for a financial contribution to be paid. This opportunity
is available at the applicant's initiative only. If offered by the applicant, and
considered to adeguately mitigate or offset the adverse effect, the works,
services or financial contribution may be required as a condition of resource
consent.

Council wili continue 1o collect financial contributions for reserves at a
maximum rate of 6% for all classes of land at the time of subdivision under
$5285 and 286 LGA 74 pursuant to s407 RMA. Council will collect reserve
fund contributions in respect of developments as provided in s284 LGA 74
pursuant {o 5409 RMA.

2.3.2 Development Contributions

Table 1 summarises relevant capital expenditure for community facilities
including the proportion and costs altributable to growth and possibie funding
~sources. {Note: this table includes Council-incurred costs only and excludes
costs of community facilities provided as works and services by developers).

These figures should be considered to be initial projections as at 19
March 2004 and will be further amended by consuitation, ongoing
financial analysis and modelling before adoption by 30 June 2004. '

TABLE 1: LTCCP 2003- 2012 CAPEX Summary

Roading (net.of - |New CAPEX $58,654: 116 - §$22,8159056| Development
‘Transfung) {Renewals _ $52,151,556 X} "$0} Contributions . 50
' Water s-.u-p p!y i Naw CAPEX | _.\!5.‘;‘.1.,449;84'5 . A50%, 35,058 873 Deuekapmem ¥ $5,059,'8-'E3
Renewals 840,211,714 0.0% . 50| Contributions B - 30
W aste Water New CAPEX $38,938,470] 80.4%F $31,319,863! D'evei___opmem ) $31,319,583
_ Renewais p58,266,831| 57.5%| $33,482,352] Contributions $33,482,352
Slorm wwater (el iNew CAPEX $63,291,080: 31.4%! $19,866.225 Development $19,866,225
of infrastructure ‘ Corttributions Infrastructure
Auckland) Renswals $11,781,873] 0.0% 50 $0| Auckiand
i ) Financial )
New CAPEX - $2,160,000! 78.8% $1,703,5001 Contributions 50
Parks - reserves . under
RMA/District
Renewals 50] 0.0% 30 Plan 50
Community New CAPEX |  $33,605479| 70.7%| §23,826364| Financial & $6,076,203
Infrastruciure on Development
Parks 1Renswls $14,707,2300 . 0.0% gol. Contributians $0
[ ; [ 3
Solid Waste 22\:9&2;;)( ;El:;gg:ggg . g:g?; ;’g Not Included ::g Not Included
WOther Comwnunity ENew CAPEX §412 677,201 37.4%| $42.154,057| Development 545,787,737
Infrastructure Renewals _&?4,000 0.0% 50| Contributions 50
. . [New CAPEX $42,693,408] 76.6% $8.718,203] Development $8,718,203
Public Transport IR énewals 0] 0.0% % 0] Contrioutions 30
Other Cverheads g‘:‘;"e\i‘gfx f::‘jgzggﬁzzg; — :;g Not Included .j;g Not Included
TOTAL {TCOP $558,4719,8341  34.0Y% %$189,946,093 $144,126,112




Note that consistent with the principles outlined in section 3, where renewals
of infrastructure provide for extra capacity to cater for growth, the extra
capacity component will be funded by development contributions. This applies
particularly to the wastewater renewal budgets.

Capital expenditure as indicated in LTCCP 2003 is based on best available
knowledge at time of preparation and represent Council’s expectation of costs
-that will be incurred for the area estimated by services required to be
provided.

“Considerable planning work is ongoing which will affect future costs of growth
figures. Any revision of the costs of growth will be reflected in subsequent
LTCCP's, Asset Management Plans and Schedules of this policy.

The majority of infrastructure required to service growth within the city is
provided by developers at the time of development and is vested in Council at
no cost. Table 1 outlines expected costs to Council, separate from developer-
provided infrastructure. Apart from other funding sources that may be
available, those costs of growth will be met by development contributions.

However it is still possible that the developer will provide or construct some of
these community assets, rather than, or possibly in conjunction with, the
Council. In such cases development contributions would be adjusted
accordingly. It is not therefore possible to be exact about the total amount of
funding which will be sought through development contributions.

Al3
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3 The Development Contributions Policy

Council may require development contributions from development where the
effect, including the cumulative effect, of development is to require new or
additional assets or assets of increased capacity, and as a consequence, the
Council incurs capital expenditure. This includes capital expenditure Council
has already incurred in anticipation of growth. The incurred capital
expenditure itself must be to appropriately provide for community and network
infrastructure which provide for the social, economic, environmental and
cultural well-being of the community. For clarity, under the Act ‘community
facilities’ are defined as reserves, community or network infrastructure. This
policy requires development contributions for community and network
infrastructure, while reserve contributions will be taken under the RMA.

The Development Contributions Policy determines the Cost of Growth in the
capital budget of the LTCCP 2003 and divides that by the units of demand
expected in that ten-year time frame. Council, as necessary, acts as the
banker, and will recover the capital cost from each development as it occurs
now and in the future. Changes in either forecast costs or population/
household growth will be captured in each three yearly review.

The policy proposes the following principles to ensure that costs of growth are
met by those who incur the cost:

a) where capital works are required to meet growth then
Waitakere City Council will recover the costs over time

b) current levels of service are taken as sufficient, except
where an increased capacity is required to meet the
demands of an increasing population (e.g. such as more
park infrastructure in an established urban area)

c) where a backlog of work exists because current assets do
not meet current levels of service, then that cost component
will be borne by rates or Financial Contributions. If
undertaking the backlog work increases the capacity of the
infrastructure in order to facilitate growth, then the increased

capacity component will be funded by development
contributions.

The methodology consists of identifying the cost of growth, then dividing that
by the 10 year population projection {converied to Household Units or
Household Equivalent Units in most cases). For most assets, a citywide
catchment has been taken as the area for contributions, on the basis of
administrative efficiency, and distribution of costs of growth across the city’s
developing areas. Costs of growth for wastewater is an exception to this,

being divided into the northern growth area of the city and the inner drainage
area.

For ease of use, this development contributions policy with associated
schedules is the summary of the full methodology for each asset and activity
class identified as appropriate for the taking of development contributions.

Al
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3.1 Schedules of the Policy
The development contributions schedule appears in Section 7.1: Schedule A.
Schedule B contains the contributions for existing works, and Schedule C

indicates the process for the taking of contributions (still in development at this
consultation stage).

The explanation of the basis to Schedule A, appears in the supporting
worksheets for each asset group. Schedule A includes an identification of
‘each activity or group of activities for which a development contribution will be
required and an estimate of the total amount of funding sought by
development contributions. '

The full methodology is contained in the asset worksheets. These indicate the
service, the cost of that service and the proportion attributable to growth, and
the area of the relevant catchment. The ‘catchment’ cost of growth is then
divided by the Household Unit which is based on projections for population
increase over the ten years of the LTCCP 2003. In some cases, where
infrastructure costs are ‘lumpy’ and the asset has capacity and life over a
much fonger period than ten years, the cost of growth is taken over 20 years.

On adoption for consultation, the worksheets will be available on request at
City Council service centres, as well as the Civic Centre, Henderson, 6
Waipareira Ave and the Council's website www.waitakere.govt.nz

The information contained in this policy and schedule will be available on GIS
(Geographical Information Systems) at Council Civic Centre by 30 June 2004.
-This will provide users with a schedule of contributions for all sites in the city.

3.2 Basis for contributions

The LTCCP 2003 sets out the expected costs that Council has identified as
necessary to support the strategic goals of the city, including the costs of
providing for the growth of the city. In this regard it is important to remember
that under s199(3) LGAO2 the effects of growth extend to include the

cumulative effects that one development may have in combination with
another.

The network infrastructure planning for transport, parks, water supply,
wastewater, and stormwater management is drawn from the relevant Asset
Management Plan for each network activity.

For clarity, in this policy ‘network infrastructure; includes:
Roading (including footpaths and some cycleways)
Water supply

Wastewater

Stormwater

Public transport (rail, rail stations, bus ways, park and rides, and some

cycleways)
AlIS
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