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FINANCIAL STRATEGY

Living within our Means

THIS PART OF THE DRAFT 10-YEAR PLAN COVERS THE KEY FINANCIAL PARAMETERS THAT THE COUNCIL WILL OPERATE WITHIN INCLUDING LIMITS ON
RATES AND DEBT AND TARGETS FOR INVESTMENT RETURNS
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The theme of this 10-year plan is “living within our means”. The major issues
relating to this are discussed in volume one. The financial strategy is a cornerstone
to the council achieving the goal of living within its means.

The financial strategy outlines the key financial parameters and limits that the
Council will operate within. It will make clear how the Council’s financial health will
improve over the next 10 years. The 10-year plan has been developed to meet
these financial strategy goals. The council will report against the financial strategy
when preparing its pre-election report in 2013.

The last 5 years has seen council debt double to $400m and annual operating
deficits become the norm. This is not sustainable and must be fixed.

The Council has looked at everything it does and challenged the need to do it. It
has reassessed its visions and goals and refocused these on what’s most important
for the City. It has also reviewed and updated many policies to align with this new
direction.

In the preparation of this 10-Year Plan, Council have been mindful of the balance
between overall debt levels, levels of service, a balanced budget and the resulting
rate increases. As all capital expenditure is initially funded by debt, this has meant
that loan repayments have been set at a level to achieve debt levels of around
$440 million or less. In previous years loan repayments have been set at 4% of the
principal amount outstanding.

Following this careful and focussed planning process the Council can deliver 3.8%
rates increases to existing ratepayers for each year of the next ten years and keep
total overall debt at about $440 million. This will enable core services to continue,
our assets to be maintained, and the city to continue growing and have a small
capacity for new projects.

It is the Council’s view that the implementation of this financial strategy in the 10-
year plan is prudent and sustainable.

With rates at an affordable level, borrowing will be under control and the Council
will continue providing the services needed to attain the city’s vision and meet the
additional requirements of growth.

The following sections outline the individual core components of the financial
strategy.

Reduced Spending

To achieve these financial strategy goals the council has had to cut operating
spending. Over the next three years the council will transition to spending $11.7
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million per annum less than the expenditure included in the 2011/12 Annual Plan
(excluding inflation), and will maintain that level of spending in future years. Half
of these cuts will be achieved through the council being far more efficient, that is
doing more with less. The other half of the cuts will be coming from doing less.
Every council activity was reviewed and assessed against our vision and goals. This
identified that some of the things the Council was doing were not the most
important things the council should be spending its money on. Across every
activity spending cuts have been made that will result in small changes to the
services the council provides. Small parts of the community will notice these
changes, but the majority of people won’t notice that the council is doing anything
different. The detail of those spending cuts has been included in volume one. After
the first three years of the 10-Year Plan the council intends to retain this lower
base for operational spending and increase spending only by inflation.

New Income

The Council has identified new non rates income of $3.5 million per annum above
what was included in the 2011/12 Annual Plan. . This has been required to keep
rates increases at a low 3.8% to existing ratepayers. This income has resulted from
increases in fees and charged across most services. Details are included in the
service statements included in Volume one. The Council has a policy of charging for
the private benefit that people receive from council services. These charges are set
at a fair price and are consistent with charges made elsewhere for similar services.
Most of these charges are being introduced in 2013 and will be increased annually
by inflation.

Debt

By June 2012 the Council expects to owe $400 million — or about $7,500 per
ratepayer. Three years ago the Council projected debt to increase to almost $700
million. In the current economic climate this is unsustainable.

Such a high level of debt means there is little in reserve for emergency or
unexpected events. It also prevents future generations of Hamiltonians from
borrowing to build the new community assets their generation needs.



Tablel: Total Overall Debt
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To live within our means we cannot keep borrowing. We must stop spending
money we don’t have. Table 1 shows a rapid increase in borrowing over the past 9
years. It also shows that for the next 10 years total overall debt will be about $440
million. The Council is able to achieve this by only spending money on maintaining
the core services and assets. By keeping our debt at this level our financial position
will improve over the next 10 years.

Table 2: Debt to Revenue Ratio
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In 2013 our debt to revenue ratio will reach nearly 250%. The Council believes it is
prudent to operate at a lower level and is targeting to get this ratio under 200% by
2019. A lower ratio means Council has the capacity (within market prudential
financial limits) to increase debt to provide funding in the event of unbudgeted
disasters and emergencies, and unforeseen events. Council’s liquidity ratio also
ensures that there are funding sources and cash immediately available in excess of
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110% of external debt. Preserving the capacity to borrow debt in exceptional
circumstances is part of the long term strategy to be financially sustainable, and to
be able to fund a response to emergencies and disasters. Future debt capacity also
provides Council an opportunity to consider when appropriate new infrastructural
and community asset investment in the city.

Limits

Debt

The debt to revenue ratio will be reduced to under 200% by 2019 and thereafter
will remain below 200%.

Rates

The Council intends to provide certainty to ratepayers over their rates bills. With
that in mind a 3.8% rates rise per year to existing ratepayers for each of the next 10
years is proposed. This is slightly above projected average CPl inflation of 2.5% per
year and LGCI of 3.5% each year (LGCl is the local government cost index which is
similar to CPI, but considers costs specifically relevant to local government
entities). The Council’s total rates revenue is budgeted to increase by 4.1% to 4.3%
per year, allowing for a 0.3% to 0.5% per year growth in the rates base.

Table 3: Rates increases (to existing ratepayers)
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As shown in Table 3 rates increased greater than the proposed 3.8% increase in 7
of the last 9 years. Setting rates at this level helps us to live within our means, by
ensuring that current ratepayers are paying for the services they are using. The
council can achieve this constant rate increase by carefully managing costs, service
levels and debt. The overall level of rates will also be capped relative to the city’s
land value.
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Limits

Rates Increase

Rates increases to existing ratepayers will not exceed 3.8%.
Total Rates

Rates will not exceed 1.5% of the City’s rateable land value.

Balancing the Books

For the last five years the council has spent more than it has earned and borrowed
to pay the difference. That is not sustainable and has left the council burdened by
debt.

By running the business of the council at a loss, we are not living within our means.

If we were to continue on this path we would leave future generations with
massive debt and assets in a poor condition.

Table 4: Operating Surplus/Deficits
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The proposed rate increases and reduced spending allows the council to fix this
problem by 2017 as shown in Table 4. Fixing this problem more quickly would
require large rate increases, so the council has decided the prudent approach is to
fix this over 4 years. With operating surpluses the council will be able to invest in
the future.

Under section 100 of the Local Government Act 2002, the balanced budget
requirement is whether operating revenues are set at a level sufficient to meet
that year’s operating expenses. This Council has taken a conservative approach in
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considering whether it has balanced its budget by removing subsidies on significant
one-off capital projects (such as the Ring Road project) and vested assets from its
operating revenues. The reason for this is because this revenue is irregular in
nature and, in Council’s view, including it would distort the true operational
surplus/deficit of the Council.

Surpluses from 2017 onwards will allow new assets and upgrades to be paid
for with only minor fluctuations in borrowing.

Purchasing and Maintaining Assets

In the past five years the council spent $408 million on assets. This has contributed
to the city’s increased debt and cannot be sustained.

Assets need to be maintained so that they keep delivering as expected and there
are times when we will spend more on new assets. In the next five years the
council will spend $289 million on assets. This is substantially less than what has
been spent on assets in the past few years. This is shown in table 5. By keeping
spending low and getting our debt under control there will be an opportunity to
spend more in the latter part of the decade.

Table 5: Spending on Assets
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To curb borrowing we will pay for more of our asset spending from rates and
operating surpluses. This is why our rates increases are above inflation. For most
years of the plan we will be paying for at least 90% of annual asset spending from
the cash collected in that year as shown in table 6. This minimises the level of new
borrowing. A figure of more than 100% on the graph in Table 6 indicates that there
is cash left over after paying for all of our operating and capital costs and that



excess amount of cash will be used to repay debt. The principal of
intergenerational equity means that debt is a reasonable way to fund capital
expenditure. Council has decided that due its historically high levels of debt and
utilisation of cash to fund operational expenditure, it is more prudent to utilise
operating surpluses to fund capital expenditure in the future to ensure debt levels
are controlled. The trend shown in the graph below clearly shows the change in the
level of operating cashflow used to pay for assets in prior years compared to that
proposed in this 10-Year Plan.

Table 6: Amount of Operating Cashflow used to pay for Assets
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The Council is investigating selling some assets in order to pay off debt quicker
than projected. These decisions will be considered over the next year. Council has
budgeted for housing asset sales of $2.476m in the 2012/13 financial year on the
basis that these assets will only be sold if the Council gets a fair price. Council is
prepared to wait until the right buyer makes that fair offer.
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Asset Sales

Growth

The city is still growing, just not as quickly as it has been, reflecting the impacts of
the on-going global economic problems. The Council has revised its population
growth expectations and reduced its expectations of new development as a result
of that. Growth in houses is assessed to go from 50,500 to 55,000 between now
and 2022. This increase is half as big as what was estimated 3 years ago, when the
economy was booming.
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This slower growth has meant we have reduced our programme of growth related
asset development. There will be less development and so we have also reduced
our income expectations from development activities.

The Council will continue to spend a lot to finish some big growth related
infrastructure projects over the next 3 years. These include the Te Rapa section of
the Waikato Expressway, Hamilton Ring Road to Cobham Drive and water,
wastewater and stormwater infrastructure in Rototuna. Some projects previously
in the council’s 2009/19 plan have been delayed, some beyond 2022, because of
the slower growth and affordability constraints, for example Rototuna pool, library,
sports parks and Rotokauri sports parks.

Managing the demands for growth, balancing the opportunities for future
ratepayers against affordable rates and debt levels for current rate payers is an
enormous challenge for the City. Given our expectations of growth the Council
believes that this plan prudently provides for sustainable and realistic growth

Table 7: Growth related Expenditure

2013 to 2015 2016 to 2022
Activity

New Assets New New Assets New
Operating ($000)
Costs ($000)

Operating
Costs ($000)

Group ($000)

Transportation

Water Supply
Parks & Open Spaces
=] ’
All Activity Groups 68,410 2,820 172,208 23,659

Amount funded from
Development 28,122 0 90,320 0

Contributions

Table 7 shows the total cost of projects that have a growth element to them, it also
shows how much of that will be funded from Development Contributions.
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The new operating costs in Table 7 above include the depreciation impact of these
assets. For some new assets there will be no significant operating cost impact, for
example the Rototuna land purchase for reserve purposes. For other new assets it
has been assumed as part of our efficiency targets that the existing operational
budget will be sufficient to cover the operational cost of the new assets as well as
existing assets.

Policy on Securities

In order to borrow money the Council has to offer our lenders some security, just
like residents do with their mortgage. Like most councils we secure our debt
against our rates income. The Council has recently joined the NZ Local
Government Funding Agency and will use rates as security for all borrowing from
the agency. Our lenders like this as security and it helps keep our interest rates
low. Giving rates as security means that our lenders can make us rate you more to
repay their debts. That is why we have made big plans to get our debt under
control.

In certain circumstance the Council may offer other security. Physical assets will
only be pledged in certain circumstances. The Council has secured loans by the way
of mortgages over two properties, Claudelands Park and Victoria on the River.
These loans are for the acquisition of these properties.

The full policy on giving securities can be found in the investment and liability
management policy at council’s website.

Investments
The Council holds investments in companies, property and cash.
Investments in Companies

The Council is an equity holder in eight companies. The reasons for holding the
equity interest in the companies are principally to achieve efficiency and
community outcomes and not to receive a financial return on investment. The
Council holds shares in the following companies:
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Table 8: Council’s Shareholdings

Company Shareholding Principal reason for Budgeted
Investment return
Nil

Hamilton Properties Ltd 100% Protect tax losses
Waikato Regional 50% Economic Nil
Airport Ltd development
Hamilton Riverview 41.38% Return on capital $225,000 pa
Hotel Ltd
SODA Inc. Ltd 40% Economic Nil
Development
Innovation Waikato Ltd 20% Economic Nil
Development
24.58% Efficient Nil
Services Ltd Government
9% Borrowing $50,000
2012-2014
New Zealand Local
Government Funding
Agency Ltd $100'000
2015-2022
New Zealand Local 3.17% Risk management Nil

Government Insurance
Corporation Ltd

The Council continues to review its shareholding in Hamilton Riverview Hotel Ltd
and will sell its shares should it get a fair price. In the meantime the council
receives a dividend from the company.

The Council has consented to Innovation Waikato Ltd issuing 1247 new shares to
Eden Agricapital Ltd which will reduce the council’s equity interest in the company.
The Council has also entered an agreement giving Eden Agricapital Ltd first option
on the purchase of all of council’s shares in Innovation Waikato Ltd, but also
Council the option of selling its shares to Eden Agricaptial LTD.

The Council has no other plans to change its shareholdings.



Property Investments

The council’s City Prosperity group of activities includes the council’s property
investment activity. Property investments are divided into two categories;
Municipal Endowment Properties and Municipal Endowment Investment
Properties. The council’s objective is to maximise the return from both categories,
however due to historic arrangements the return on endowment properties is
slightly below market rates.

Target Rate of Return on Property Value
Municipal Endowment Properties 3.5%

Municipal Endowment Investment Properties 8%

The Council from time to time will buy and sell endowment properties in the
portfolio to improve financial returns. Surplus cash is held in the Municipal or
Domain Endowment Fund and is available for reinvestment in property. All
endowment transactions are governed by the council’s investment and
endowment policies.

Cash Investments

From time to time the council has surplus cash. Surplus cash is invested for short
periods to maximise returns. The Council targets to meet the average 90 day bank
bill rate.

Generally the council’s cash management practices are to use surplus cash to
minimise external debt. The 10-Year Plan includes an assumption that Council will
have $32 million in cash. Council considers it prudent to hold cash to a level to
support the balance of restricted reserves (and this amount of cash is not available
to offset external debt). Any cash held above the level of restricted reserves is to
ensure strong lines of liquidity and access to cash remain available to Council. Cash
is supplemented by the use of committed banking facilities. The $32 million is
based on the level of cash that Council currently holds, and a further amount to
ensure liquidity of funding. In the present financial markets, holding cash is a
cheaper option than is available through the use of committed facilities.

www.hamilton.co.nz
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Other Investments

As part of borrowing for the Local Government Funding Agency the council is
required to invest in financial bonds with the agency. The Council will receive
interest on these bonds equivalent to the cost of borrowing.

Insurance

Council fully insures the water and wastewater treatment plants, all water
reservoirs, pumping stations and the five bridges crossing the Waikato River
(excludes the NZTA owned Cobham Drive bridge).

For all other infrastructure assets, Council relies on the ability to raise debt to
respond to any costs incurred following a disaster, and is part of the reason for
Council creating headroom within the debt ratios. A key assumption is that the
Government will provide 60% of the funding to meet reinstatement costs incurred
following a significant natural disaster. The University of Waikato has conducted
risk assessments in the past for HCC on the likelihood of significant natural
disasters, and these were estimated as being low.

Council has tested insurance cover for infrastructural assets (primarily
underground water, wastewater and stormwater piping networks) but the cost of
insurance premiums to date has been very expensive relative to the level of cover
provided. However, the learnings of the Christchurch disaster are that a level of
cover is prudent to obtain. The budget includes a significant annual provision for
2012/13 for the purchase of insurance cover for underground assets and this will
be actively pursued.

To mitigate the cost of insurance relating to damage caused by a fire, Council has
limited its cover to a maximum probable loss amount rather than the full value of
the building, plant equipment and furniture. In the event of a city wide fire, say
following an earthquake or volcanic eruption, Council is potentially exposed
financially above the specified cover level. This risk is low as it is unlikely that all
Council buildings, plant and equipment would be on fire at the same time, given
they are spread across the city.
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PROSPECTIVE FINANCIAL STATEMENTS

e Prospective Statement of Comprehensive Income

e Prospective Statement of Changes in Equity
e Prospective Statement of Financial Position
e Prospective Statement of Cash Flows

e Notes to the Prospective Financial Statements

2011/12 ANNUAL PLAN FIGURES ARE PROVIDED FOR COMPARATIVE PURPOSES. FORECAST OPENING 2012/13 BALANCES DO NOT RECONCILE TO THE
CLOSING 2011/12 ANNUAL PLAN BALANCES AS UPDATED FORECASTS OF THE OPENING POSITION HAVE BEEN USED. This key denotes the reference on the

following pages.
Key
2011/12 ANNUAL PLAN

10-YEAR PLAN ]
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PROSPECTIVE STATEMENT OF COMPREHENSIVE INCOME
Forecast for the Years Ended 30 June 2013-2022

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Revenue

Rates 2 116,230 120,964 126,029 131,394 137,052 142,955 149,112 155,535 162,233 169,219 176,509
Targeted rates - Water by meter 2 6,849 7,327 8,055 8,821 9,103 9,313 9,691 9,997 10,320 10,652 10,991
Revenue from activities 3 54,176 42,849 45,173 46,697 48,208 49,842 51,362 53,010 54,745 56,517 58,342
Capital subsidies 3 8,185 1,029 3,714 10,156 4,576 5,341 5,263 4,634 3,397 5,037 5,226
Development contributions 3 6,600 6,256 6,362 6,571 7383 8,233 9,031 9,650 9,747 9,777 9,536
Other contributions/grants 3 2,943 2,152 2,971 2,735 1,749 2,475 2,596 3,304 2,169 2,980 2,703
Vested assets 3 7,900 7,900 8,153 8,414 8,682 8,959 9,243 9,535 9,843 10,159 10,483
Sundry revenue 3 2,378 675 687 751 765 779 793 808 823 839 856
Total operating revenue 205,261 189,152 201,144 215,539 217,518 227,897 237,091 246,473 253,277 265,180 274,646
Expenditure

Depreciation and amortisation 5 55,282 56,388 58072 59,735 60,340 62,405 65,186 68,010 70,917 73,896 76660
Employee benefit expenses 55,472 54,512 55,800 57,172 59,020 60,921 62,878 64,888 67,007 69,181 71,409
Finance costs 4 26,433 23,734 24,812 25,675 26,301 26,868 26,678 26,863 27,226 27,442 27,429
Other expenses 5 74,587 61,422 63,284 63,388 64,620 67,208 69,444 70,983 73,598 76,476 79,327
Total operating expenditure 211,774 196,056 201,968 205,970 210,281 217,402 224,186 230,744 238,748 246,995 254,825
Net surplus/(deficit)* (6,513) (6,904) (824) 9,569 7,237 10,495 12,905 15,729 14,529 18,185 19,821
Other comprehensive income

Net increase in revaluation of

assets 99,426 137,807 143,967 143,967 149,714 155,990 162,047 168,428 175,411 182,938 190,533
Total other comprehensive income 99,426 137,807 143,967 143,967 149,714 155,990 162,047 168,428 175,411 182,938 190,533
Total comprehensive income for

the year 92,913 130,903 143,143 153,536 156,951 166,485 174,952 184,157 189,940 201,123 210,354

The accompanying statement of accounting policies and notes to the prospective financial statements form part of and should be read in conjunction with these prospective financial statements.

* Council takes a prudent approach in the calculation of the balanced budget, and remove subsidies on significant one-off capital projects (such as the Ring
Road project) and vested assets from the calculation. The reason for this is because this revenue is irregular in nature and distorts the true operational
surplus/deficit position of Council. The graphs in Volume 1 and 2 of this 10-Year Plan reflect the revised surplus/deficit figures.
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PROSPECTIVE STATEMENT OF CHANGES IN EQUITY
Forecast for the Years Ended 30 June 2013 -2022

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Equity balance at 1 July 2,984,195 3,116,578 3,247,481 3,390,624 3,544,160 3,701,111 3,867,596 4,042,548 4,226,705 4,416,645 4,617,768
Total comprehensive income for

the year 92,913 130,903 143,143 153,536 156,951 166,485 174,952 184,157 189,940 201,123 210,354
Equity balance at 30 June 3,077,108 3,247,481 3,390,624 3,544,160 3,701,111 3,867,596 4,042,548 4,226,705 4,416,645 4,617,768 4,828,122

Components of equity
Retained earnings at beginning of

year 1,578,509 1,590,366 1,581,331 1,581,250 1,591,733 1,599,330 1,610,159 1,622,824 1,638,135 1,652,914 1,670,582
Net surplus/(deficit) (6,513) (6,904) (824) 9,569 7,237 10,495 12,905 15,729 14,529 18,185 19,821
Transfers (to)/from restricted and

council created reserves 3,318 (2,1312) 743 914 360 334 (240) (418) 250 (517) (566)
Retained earnings at end of year 1,575,314 1,581,331 1,581,250 1,591,733 1,599,330 1,610,159 1,622,824 1,638,135 1,652,914 1,670,582 1,689,837
Revaluation reserves at beginning

of year 1,389,529 1,506,559 1,644,366 1,788,333 1,932,300 2,082,014 2,238,004 2,400,051 2,568,479 2,743,890 2,926,828
Revaluation gains 99,426 137,807 143,967 143,967 149,714 155,990 162,047 168,428 175,411 182,938 190,533
Revaluation reserves at end of

year 1,488,955 1,644,366 1,788,333 1,932,300 2,082,014 2,238,004 2,400,051 2,568,479 2,743,890 2,926,828 3,117,361
Restricted and council created

reserves at beginning of year 16,157 19,653 21,784 21,041 20,127 19,767 19,433 19,673 20,091 19,841 20,358
Transfers to/(from) reserves (3,318) 2,131 (743) (914) (360) (334) 240 418 (250) 517 566
Restricted and council created

reserves at end of year 12,839 21,784 21,041 20,127 19,767 19,433 19,673 20,091 19,841 20,358 20,924
Equity balance at 30 June 9 3,077,108 3,247,481 3,390,624 3,544,160 3,701,111 3,867,596 4,042,548 4,226,705 4,416,645 4,617,768 4,828,122

The accompanying statement of accounting policies and notes to the prospective financial statements form part of and should be read in conjunction with these prospective financial statements.
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PROSPECTIVE STATEMENT OF FINANCIAL POSITION
Forecast as at 30 June 2013-2022

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Equity

Retained earnings 9 1,575,314 1,581,331 1,581,250 1,591,733 1,599,330 1,610,159 1,622,824 1,638,135 1,652,914 1,670,582 1,689,837
Revaluation reserves 9 1,488,955 1,644,366 1,788,333 1,932,300 2,082,014 2,238,004 2,400,051 2,568,479 2,743,890 2,926,828 3,117,361
Restricted reserves 9 6,647 13,561 13,395 13,439 13,484 13,532 13,580 13,629 13,682 13,735 13,790
Council created reserves 9 6,192 8,223 7,646 6,688 6,283 5,901 6,093 6,462 6,159 6,623 7,134
Total equity 3,077,108 3,247,481 3,390,624 3,544,160 3,701,111 3,867,596 4,042,548 4,226,705 4,416,645 4,617,768 4,828,122
Assets

Current assets

Cash and cash equivalents 8 250 32,000 32,000 32,000 32,000 32,000 32,000 32,000 32,000 32,000 32,000
Debtors and other receivables 13,600 16,000 16,512 17,040 17,584 18,143 18,721 19,312 19,935 20,576 21,232
Inventories 674 500 516 533 550 567 585 604 623 643 664
Total current assets 14,524 48,500 49,028 49,573 50,134 50,710 51,306 51,916 52,558 53,219 53,896
Non-current assets

Property, plant and equipment 3,450,773 3,597,707 3,742,096 3,898,458 4,051,087 4,210,845 4,385,785 4,573,517 4,763,592 4,962,581 5,173,154
Investment property 53,827 53,827 55,549 57,326 59,156 61,040 62,978 64,969 67,068 69,222 71,428
Intangible assets 16,968 9,266 8,554 9,090 7,889 7,662 7,306 7,740 7,554 7,482 6,898
Other financial assets 6 6,282 7,516 9,047 11,053 11,000 10,901 10,880 10,912 10,983 10,929 10,897
Investment in associates and subsidiaries 7 13,431 13,431 13,431 13,431 13,431 13,431 13,431 13,431 13,431 13,431 13,431
Total non-current assets 3,541,281 3,681,747 3,828,677 3,989,358 4,142,563 4,303,879 4,480,380 4,670,569 4,862,628 5,063,645 5,275,808
Total assets 3,555,805 3,730,247 3,877,705 4,038,931 4,192,697 4,354,589 4,531,686 4,722,485 4,915,186 5,116,864 5,329,704
Liabilities

Current liabilities

Creditors and other payables 27,823 17,000 17,544 18,105 18,683 19,278 19,890 20,519 21,182 21,862 22,559
Employee entitlements 5,800 5,800 5,986 6,177 6,374 6,577 6,786 7,001 7,227 7,459 7,697
Debt 8 108,395 111,913 112,803 114,561 113,675 112,337 112,204 113,305 113,759 113,574 113,893
Provisions 2,200 1,900 1,961 2,024 2,088 2,155 2,223 2,293 2,367 2,443 2,521
Total current liabilities 144,218 136,613 138,294 140,867 140,820 140,347 141,103 143,118 144,535 145,338 146,670
Non-current liabilities

Employee entitlements 1,800 1,800 1,858 1,917 1,978 2,041 2,106 2,173 2,243 2,315 2,389
Debt 8 324,879 335,453 337,744 342,508 339,007 334,512 335,516 339,747 340,674 339,998 340,713
Provisions 7,800 8,900 9,185 9,479 9,781 10,093 10,413 10,742 11,089 11,445 11,810
Total non-current liabilities 334,479 346,153 348,787 353,904 350,766 346,646 348,035 352,662 354,006 353,758 354,912
Total liabilities 478,697 482,766 487,081 494,771 491,586 486,993 489,138 495,780 498,541 499,096 501,582
Net assets 3,077,108 3,247,481 3,390,624 3,544,160 3,701,111 3,867,596 4,042,548 4,226,705 4,416,645 4,617,768 4,828,122

The accompanying statement of accounting policies and notes to the prospective financial statements form part of and should be read in conjunction with these prospective financial statements.
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PROSPECTIVE STATEMENT OF CASH FLOWS
Forecast for the Year Ended 30 June 2013-2022
D
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000
Cash flows from operating activities
Cash will be provided from:

Rates revenue 2 123,079 128,291 134,084 140,215 146,155 152,268 158,803 165,532 172,553 179,871 187,500
Fees, rents and charges 3 50,464 39,744 41,948 43,157 44,555 46,073 47,473 48,998 50,604 52,243 53,932
Government operating subsidies and grants 3 3,712 3,105 3,225 3,540 3,653 3,769 3,889 4,012 4,141 4,274 4,410
Government capital subsidies and grants 3 8,185 1,029 3,714 10,156 4,576 5,341 5,263 4,634 3,397 5,037 5,226
Other capital contributions 3 9,543 7,897 7,963 8,289 9,053 9,933 10,746 11,490 11,591 11,758 11,518
Dividends and interest income 3 251 275 275 325 325 325 325 325 325 325 325
Sundry revenue 3 2,127 400 413 425 441 454 468 483 498 514 531
197,361 180,741 191,622 206,108 208,757 218,163 226,967 235,474 243,109 254,022 263,442
Cash will be applied to:
Salaries and wages 55,472 54,512 55,800 57,172 59,020 60,921 62,878 64,888 67,007 69,181 71,409
Payments for supplies and services 73,087 61,728 60,660 60,533 62,219 64,729 67,548 69,199 71,080 74,617 77,473
Interest paid 26,433 23,734 24,812 25,675 26,301 26,868 26,678 26,863 27,226 27,442 27,429
Net GST paid 1,500 1,800 1,858 1,917 1,978 2,041 2,106 2,173 2,243 2,315 2,389
156,492 141,774 143,130 145,297 149,518 154,559 159,210 163,123 167,556 173,555 178,700
Net cash inflow from operating activities 40,869 38,967 48,492 60,811 59,239 63,604 67,757 72,351 75,553 80,467 84,742
Cash flows from investing activities
Cash will be provided from:
Proceeds from sale of assets 200 2,741 625 - - - - - - - -
200 2,741 625 - - - - - - - -
Cash will be applied to:
Purchase of property plant & equipment 79,673 60,734 49,825 65,796 55,711 57,183 66,945 77,243 77,746 79,125 85,996
79,673 60,734 49,825 65,796 55,711 57,183 66,945 77,243 77,746 79,125 85,996
Net cash outflow from investing activities (79,473) (57,993) (49,200) (65,796) (55,711) (57,183) (66,945) (77,243) (77,746) (79,125) (85,996)
Cash flows from financing activities
Cash will be provided from:
Loans uplifted 47,491 40,319 21,151 28,336 20,474 20,184 27,268 36,186 36,514 32,841 36,544
47,491 40,319 21,151 28,336 20,474 20,184 27,268 36,186 36,514 32,841 36,544
Cash will be applied to:
Term Investments - 1,647 1,674 2,025 - - 3 57 99 - 6
Loan repayments 8,887 19,646 18,769 21,326 24,002 26,605 28,077 31,237 34,222 34,183 35,284
8,887 21,293 20,443 23,351 24,002 26,605 28,080 31,294 34,321 34,183 35,290
Net cash inflow from financing activities 38,604 19,026 7,08 4,985 (3,528) (6,421) (812) 4,892 2,193 (1,342) 1,254
Net increase/(decrease) in cash held - - - - - - - - - - -
Plus opening cash balance 1 July 250 32,000 32,000 32,000 32,000 32,000 32,000 32,000 32,000 32,000 32,000
Closing cash and cash equivalents balance 250 32,000 32,000 32,000 32,000 32,000 32,000 32,000 32,000 32,000 32,000

The accompanying statement of accounting policies and notes to the prospective financial statements form part of and should be read in conjunction with these prospective financial statements.
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NOTES TO THE PROSPECTIVE FINANCIAL STATEMENTS
Note 1: Accounting Policies
Reporting Entity

Hamilton City Council (the Council) is a territorial local authority governed by the
Local Government Act 2002 and is domiciled in New Zealand.

The primary objective of the Council is to provide goods or services for the
community or social benefit rather than making a financial return. Accordingly, the
Council has designated itself as a public benefit entities as defined under New
Zealand International Financial Reporting Standards (NZ IFRS).

The prospective financial statements are for Hamilton City Council only and do not
include transactions related to the group because the differences to the Council
financial statements are not material.

Basis of Preparation

The Council authorised the financial statements on 29 June 2012. The Council
which is authorised to do so and believes that the assumptions underlying these
prospective financial statements are appropriate, approved the long term plan for
consultation. Council and management of Hamilton City Council accept
responsibility for the preparation of the prospective financial statements, including
the appropriateness of the assumptions underlying the prospective financial
statements and all other required disclosures. No actual results have been
incorporated within the prospective financial statements.

In September 2011, the External Reporting Board issued a position paper and
consultation papers proposing a new external reporting framework for public
benefit entities (PBEs). The papers proposed that accounting standards for PBEs
would be based on International Public Sector Accounting Standards, modified as
necessary. The proposals in these papers do not provide certainty about any
specific requirements of future accounting standards. Therefore, the accounting
policies on which the forecast information for 2012-22 has been prepared are
based on the current New Zealand equivalents to International Financial Reporting
Standards.

e Statement of Compliance
The prospective financial statements of the Council have been prepared in
accordance with the requirements of the Local Government Act 2002, which
include the requirement to comply with New Zealand generally accepted
accounting practice (NZ GAAP).
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These prospective financial statements have been prepared in accordance with NZ
GAAP. They comply with FRS 42: Prospective Financial Statements, and other
applicable FRS as appropriate for public benefit entities.

e Measurement Base
The prospective financial statements have been prepared on a historical cost basis,
modified by the revaluation of land and buildings, certain infrastructure assets,
investment property and financial instruments (including derivative instruments).

e Functional and Presentation Currency
The prospective financial statements are presented in New Zealand dollars and all
values are rounded to the nearest thousand dollars (5'000). The functional
currency of the Council is New Zealand dollars.
Accounting Policies

The accounting policies have been applied consistently to all periods presented.

Significant Accounting Policies
Basis of Consolidation

e Subsidiaries
Subsidiaries are those entities in which Council has control. Hamilton Properties Ltd
is the Council’s only subsidiary and has been exempted as a Council Controlled
Organisation and is a non active entity in terms of the Financial Reporting Act 1993.

The prospective financial statements show the investment in this subsidiary at cost.
e Associate Companies

These are entities which the Council has significant influence, but not control, over
operating and financial policies. The prospective financial statements show the
investment in associates at cost.

Revenue
Revenue is measured at the fair value of consideration received or receivable
e Rates Revenue

Rates are set annually by a resolution from the Council and relate to a financial
year. All ratepayers are invoiced within the financial year to which the rates have
been set. Rates revenue is recognised when payable. Water billing revenue is
recognised on an accrual basis. Unbilled usage, as a result of unread meters at
year-end, is accrued on an average usage basis.
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e  Other Revenue
Traffic and parking infringements are recognised when tickets are issued.

New Zealand Transport Agency roading subsidies are recognised as revenue upon
entitlement, which is when conditions pertaining to eligible expenditure have been
fulfilled.

Other grants and bequests, and assets vested in the Council (with or without
conditions) are recognised as revenue when control over the assets is obtained.

Interest income is recognised as it accrues, using the effective interest method. The
effective interest rate exactly discounts estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying amount. The method
applies this rate to the principal outstanding to determine interest income each
period.

Dividend income is recognised when the right to receive payment is established.

Development and financial contributions are recognised as revenue when the

Council provides, or is able to provide, the service for which the contribution is
charged. Otherwise development and financial contributions are recognised as
liabilities until such time the Council provides, or is able to provide, the service.

Borrowing Costs

The Council have elected to defer the adoption of NZ IAS 23 Borrowing Costs
(revised 2007) in accordance with its transitional provisions that are applicable to
public benefit entities. Consequently, all borrowing costs are recognised as an
expense in the period in which they are incurred.

Grant Expenditure

Non-discretionary grants are those grants that are awarded if the grant application
meets the specified criteria and are recognised as expenditure when an application
that meets the specified criteria for the grant has been received. Discretionary
grants are those grants where the Council has no obligation to award on receipt of
the grant application and are recognised as expenditure when a successful
applicant has been notified of the Council’s decision.

Foreign Currency Transactions

Foreign currency transactions (including those for which foreign exchange contract
are held) are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses
resulting from the settlement of such transactions are recognised in the
surplus/deficit.
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Goods and Services Tax (GST)

All items in the prospective financial statements are stated exclusive of GST, except
for receivables and payables, which are stated on a GST inclusive basis. Where GST
is not recoverable as input tax then it is recognised as part of the related asset or
expense.

The net amount of GST recoverable from, or payable to, the Inland Revenue
Department (IRD) is included as part of receivables or payables in the statement of
financial position. The net GST paid to, or received from the IRD, including the GST
relating to investing and financing activities, is classified as an operating cash flow
in the statement of cash flows. Commitments and contingencies are disclosed
exclusive of GST.

Income Tax

Income tax expense in relation to the surplus or deficit for the period comprises
current tax and deferred tax. Current tax is the amount of income tax payable
based on the taxable profit for the current year, plus any adjustments to income
tax payable in respect of prior years. Current tax is calculated using rates that have
been enacted or substantially enacted by balance date. Deferred tax is the amount
of income tax payable or recoverable in future periods in respect of temporary
differences and unused tax losses. Temporary differences are differences between
the carrying amount of assets and liabilities in the financial statements and the
corresponding tax bases used in the computation of taxable profit.

Deferred tax liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are recognised to the extent that it is probable
that taxable profits will be available against which the deductible temporary
differences or tax losses can be utilised.

Deferred tax is not recognised if the temporary difference arises from the initial
recognition of goodwill or from the initial recognition of an asset and liability in a
transaction that is not a business combination, and at the time of the transaction,
affects neither accounting profit nor taxable profit.

Deferred tax is recognised on taxable temporary differences arising on investments
in subsidiaries and associates, and interests in joint ventures, except where the
company can control the reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the foreseeable future.

Deferred tax is calculated at the tax rates that are expected to apply in the period
when the liability is settled or the asset realised, using tax rates that have been
enacted or substantially enacted by balance date.
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Current tax and deferred tax is recognised against the surplus or deficit for the
period, except when it relates to items charged or credited directly to equity, in
which case the tax is dealt with in equity.

Property, Plant and Equipment
Property, plant and equipment consist of:
e  Operational Assets

These include land, buildings (which includes cultural assets, community and
leisure facilities), improvements, non-restricted parks and gardens, plant and
equipment, vehicles, sports areas and library books.

e Zoo Animals

Zoo animals are held primarily for a social and recreational purpose. The capital
cost consists of the actual expense incurred in acquiring the Zoo animals.

e  Restricted Assets

These are parks and reserves owned by Council that cannot be disposed of because
of legal or other restrictions and provide a benefit or service to the community.

e Heritage Assets
These are museum collections and library collections (New Zealand Room).
e Infrastructure Assets

These are the fixed utility systems owned by the Council. Each asset type includes
all items that are required for the network to function.

Property, plant and equipment are shown at cost or valuation, less accumulated
depreciation and impairment losses.

e Additions

The cost of an item of property, plant and equipment is recognised as an asset if,
and only if, it is probable that future economic benefits or service potential
associated with the item will flow to the Council and the cost of the item can be
measured reliably.

In most instances, an item of property, plant and equipment is recognised at its
cost. Where an asset is acquired at no cost, or for a nominal cost, it is recognised
at fair value as at the date of acquisition.

www.hamilton.co.nz
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e Disposals

Gains and losses on disposals are determined by comparing the proceeds with the
carrying amount of the asset. Gains and losses on disposals are reported in the net
surplus or deficit. When revalued assets are sold, the amounts included in asset
revaluation reserves in respect of those assets are transferred to accumulated
funds.

e Subsequent Costs

Costs incurred subsequent to initial acquisition are capitalised only when it is
probable that future economic benefits or service potential associated with the
item will flow to the Council and the cost of the item can be measured reliably.

e  Valuation

Unless stated, valuations are carried out or reviewed by independent qualified
valuers and are carried out with sufficient regularity to ensure that the carrying
value does not differ materially from that which would be determined using fair
value at balance date.

Revaluation increases and decreases relating to individual assets within a class of
assets are offset. Revaluation increases and decreases in respect of assets in
different classes are not offset.

The net revaluation results are credited or debited to other comprehensive income
and are accumulated to an asset revaluation reserve in equity for that class of
asset. Where the result in a debit balance in the asset revaluation reserve, this
balance is not recognised in other comprehensive income but is recognised in the
surplus or deficit. Any subsequent increase on revaluation that reverses a previous
decrease in value recognised in the surplus or deficit will be recognised first in the
surplus or deficit up to the amount previously expensed, and then recognised in
other comprehensive income.

e Depreciation

Depreciation is provided on a straight-line basis at rates that will write off the cost
(or valuation) of the assets to their estimated residual values over their useful lives.
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The useful lives and associated depreciation rates of major classes of assets have

been estimated as follows:

Buildings-Structure/Fit out/Services

40 - 100 years

1%-2.5%

manholes, cesspits 100 years 1%

service connections and outlets 30 - 100 years 1%-3.3%
Water Reticulation:

pipes 60 - 80 years 1.25%-1.6%
butterfly valves 50 - 75 years 1.3%-2%

treatment plant

10 - 120 years

0.8%-10%

meters 20 years 5%
hydrants 50 years 2%
reservoirs 30 - 80 years 1.25%-3.3%

Plant and Vehicles 3 -15years 6.6%-33.3%
Furniture, Fittings and Equipment 5-10vyears 10%-20%
Library Books 14 years 7.1%

Zoo Animal (acquisition costs) 10 years 10%

Roads and Traffic Network:

top surface (seal) 6 - 18 years 5.5%-16.6%
pavement (basecourse) 25 - 50 years 2%-4%
catchpits 50 years 2%
Culverts 60 - 80 years 1.25%-1.6%
footpaths 50 - 70 years 1.4%-2%
kerbs & traffic islands 70 years 1.4%

signs 12 years 8.3%

street lights 25 years 4%

bridges 150 years 0.6%

traffic signals 15 years 6.6%
Barriers 25 - 40 years 2.5%-4%
bus shelters & parking meters 4 -10years 10%-25%
verge, embankment &retaining walls 60 years 1.6%
Wastewater Reticulation:

pipes 60 - 100 years 1%-1.6%
manholes 75 years 1.3%
treatment plant 5-100 years 1%-20%
bridges 75 - 100 years 1%-1.3%
pump-stations 15 - 100 years 1%-6.6%
Stormwater System:

pipes 100 years 1%
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Heritage assets are depreciated by a nominal amount to reflect their extremely

long life and heritage value.

Depreciation is not provided in these statements on the following assets:

Land

Investment properties

Non-current asset held for resale

YV V VYV VY V

Any work undertaken on infrastructure assets to reinstate (termed ‘renewal’) or

add to the service potential is capitalised.

Formation costs associated with roading

Work in progress and assets under construction
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Investment Properties

Investment properties, which are held to earn rental income and/or for capital
appreciation, are stated at fair value. These assets consist of investment properties
owned by the Council, funded either from Corporate Funds, the Domain
Endowment Fund or the Municipal Endowment Fund.

Gains or losses arising from changes in the fair value of investment property are
included in the surplus/deficit for the period in which they arise.

Non-Current Assets Held for Sale

Non-current assets held for sale are classified as held for sale if their carrying
amount will be recovered principally through a sale transaction, not through use.
Non-current assets held for sale are measured at the lower of their carrying
amount and fair value less costs to sell.

Any impairment losses for write-downs of non-current assets held for sale are
recognised in the surplus or deficit.

Any increases in fair value (less costs to sell) are recognised up to the level of any
impairment losses that have been previously recognised.

Non-current assets (including those that are part of a disposal group) are not
depreciated or amortised while they are classified as held for sale. Interest and
other expenses attributable to the liabilities of a disposal group classified as held
for sale continue to be recognised.

Intangible Assets
Intangible assets comprise:

Computer software licences are capitalised at historic cost and are amortised on a
straight-line basis over their estimated useful lives (5 years). Costs associated with
maintaining computer software are recognised as an expense when incurred.

Resource consents which are not attributed to a specific asset. They are capitalised
at historic cost and are amortised on a straight-line basis over their estimated
useful lives (7 to 35 years).

Impairment of Non-Financial Assets

The carrying amount of the Council’s assets, other than investment property and
inventories are reviewed at each balance date to determine whether there is any
indication of impairment. If any such indication exists, the recoverable amount of
the asset is estimated in order to determine the extent of the impairment loss (if
any). Where it is not possible to estimate the recoverable amount of an individual
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asset, the Council estimates the recoverable amount of the cash-generating unit to
which the asset belongs.

Where the future economic benefits of an asset are not primarily dependant on
the asset’s ability to generate net cash flows, and where the Council would, if
deprived of the asset, replace its remaining future economic benefits, value in use
shall be determined as the depreciated replacement cost of the asset.

Where the Council accounts for revaluations of property, plant and equipment on a
class of asset basis, an impairment loss on a revalued asset is recognised directly
against any revaluation reserve in respect of the same class of asset to the extent
that the impairment loss does not exceed the amount in the revaluation reserve
for that same class of asset.

Where the Council accounts for revaluations of property, plant and equipment on a
class of asset basis, a reversal of an impairment loss on a revalued asset is credited
directly to the revaluation reserve. However, to the extent that an impairment loss
on the same class of asset was previously recognised in the surplus or deficit, a
reversal of that impairment loss is also recognised in the surplus or deficit.

Inventories

Inventories are stated at the lower of cost and net realisable value. Net realisable
value is the estimated selling price in the ordinary course of business, less any
estimated costs of completion and selling expenses.

The cost of inventories is based on the first-in first-out principle and includes
expenditure incurred in acquiring the inventories and bringing them to their
existing location and condition.

The amount of any write-down for the loss of service potential or from cost to net
realisable value is recognised in the surplus/deficit in the period of the write-down.

Financial Instruments

Financial assets and liabilities are recognised on the Council’s statement of
financial position when the Council becomes a party to the contractual provisions
of the instrument.

Financial Assets
Debtors and Other Receivables

Debtors and other receivables are measured at fair value and subsequently
measured at amortised cost using the effective interest method, less any provision
for impairment.
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Investments
The Council classifies its investments in the following categories:
Loans and Receivables

Loans and receivables, such as general and community loans, mortgages, deposits
and term deposits, are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They are measured at initial
recognition, at fair value, and subsequently carried at amortised cost less
impairment losses.

Other Investments

Investments classed as either investments held-for-trading or as available-for-sale
and are stated at cost less the annual test for impairment. For assets designated as
held-for-trading, any resultant gain or loss from changes in the value are
recognised in the surplus or deficit. For assets designated as available-for-sale,
which are measured at fair value, any resultant gain or loss from changes in the fair
value is recognised in other comprehensive income e.g. shares in Local Authority
Shared Services Ltd and NZ Local Government Insurance Co Ltd.

Cash and Cash Equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with banks,
and other short term highly liquid investments with original maturities of three
months or less, and bank overdrafts.

Impairment of Financial Assets

Financial assets are assessed for objective evidence of impairment at each balance
date. Impairment losses are recognised in the surplus or deficit.

Loans and other receivables, and held-to- maturity investments.

Impairment is established when there is objective evidence that the Council and
group will not be able to collect amounts due according to the original terms of the
debt. Significant financial difficulties of the debtor, probability that the debtors will
enter into bankruptcy, and default payments are considered indicators that the
asset is impaired. The amount of the impairment is the difference between the
asset’s carrying amount and the present value of estimated future cash flows,
discounted using the original effective interest rate. For debtors and other
receivables, the carrying amount of the asset is reduced through the use of an
allowance account, and the amount of the loss is recognised in the surplus or
deficit. When the receivable is uncollectable, it is written-off against the allowance
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account. Overdue receivables that have been renegotiated are reclassified as
current (that is, not past due).

Financial assets at fair value through other comprehensive income.

For equity investments, a significant or prolonged decline in the fair value of the
investment below its cost is considered objective evidence of impairment.

For debt instruments, significant financial difficulties of the debtor, probability that
the debtor will enter into bankruptcy, and default in payments are considered
objective indicators that the asset is impaired.

If impairment evidence exists for investments at fair value through the other
comprehensive income, the cumulative loss (measured as the difference between
the acquisition cost and the current fair value, less any impairment loss on that
financial asset previously recognised in the surplus or deficit) recognised in other
comprehensive income is reclassified from equity to the surplus or deficit.

Equity instrument impairment losses recognised in the surplus or deficit are not
reversed through the surplus or deficit.

If in a subsequent period the fair value of a debt instrument increases and the
increase can be objectively related to an event occurring after the impairment loss
was recognised, the impairment loss is reversed in the surplus or deficit.

Financial Liabilities

Financial liabilities and equity instruments are classified according to the substance
of the contractual arrangements entered into and the definitions of a financial
liability and equity instruments. An equity instrument is any contract that
evidences a residual interest in the assets of the Council after deducting all of its
liabilities.

Bank Borrowings

Interest-bearing bank loans and overdrafts are initially measured at fair value, and
are subsequently measured at amortised cost, using the effective interest rate
method. Finance charges, premiums payable on settlement or redemption and
direct costs are accounted for on an accrual basis to the surplus or deficit using the
effective interest method and are added to the carrying amount of the instrument
to the extent that they are not settled in the period in which they arise.

20



Trade and Other Payables

Trade and other payables are initially measured at fair value, and where
appropriate are subsequently measured at amortised cost, using the effective
interest rate method.

Derivative Financial Instruments

The Council’s activities expose it primarily to the financial risks of changes in
foreign exchange rates and interest rates. The Council uses foreign exchange
forward contracts and interest rate swaps to manage their foreign currency and
interest rate exposure. Derivative financial instruments are recognised initially at
fair value. The Council has elected not to hedge account for these derivative
financial instruments. Changes in the fair value of the derivative financial
instruments are recognised in the surplus/deficit.

Employee Benefits

Provision is made in respect of the liability for annual leave, retirement gratuities
and short-term compensated absences.

The provision for annual leave and long service leave has been calculated on an
actual entitlement basis at current rates of pay.

The provision for retirement gratuities has been calculated on an actuarial basis
bringing to account what is likely to be payable in the future in respect of service
that employees have accumulated up until twelve months after balance date.
Payments to defined contribution superannuation schemes are recognised as an
expense in the prospective financial statements as incurred.

The provision for short-term compensated absences (e.g. sick leave) has been
measured as the amount of unused entitlement accumulated at the pay period
ending immediately prior to the balance date that the entity anticipates employees
will use in future periods, in excess of the days that they will be entitled top in each
of those periods.

Superannuation Schemes

Defined contribution schemes

Obligations for contributions to defined contribution schemes are recognised as an
expense in the surplus or deficit as incurred.
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Leases
Leases consist of:
e Finance Leases

A finance lease is a lease that transfers to the lessee substantially all the risks and
rewards incidental to ownership of an asset, whether or not title is eventually
transferred.

At the commencement of the lease term, the Council recognises finance leases as
assets and liabilities in the statement of financial position at the lower of the fair
value of the leased item or the present value of the minimum lease payments.

The amount recognised as an asset is depreciated over its useful life. If there is no
certainty as to whether the Council will obtain ownership at the end of the lease
term, the asset is fully depreciated over the shorter of the lease term and its useful
life.

e  Operating Leases

An operating lease is a lease that does not transfer substantially all the risks and
rewards incidental to ownership of an asset. Lease payments under an operating
lease are recognised as an expense on a straight-line basis over the lease term.

Provisions

The Council recognises a provision for future expenditure of uncertain amount or
timing when there is a present obligation (either legal or constructive) as a result of
a past event, it is probable that expenditures will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation.

Provisions are measured at the present value of the expenditures expected to be
required to settle the obligation using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the
obligation. The increase in the provision due to the passage of time is recognised as
an interest expense and is included in “finance costs”.

Landfill Post-Closure Costs

The Council has legal obligations under resource consent to provide ongoing
maintenance and monitoring services at several of its landfill sites. Provision for
post-closure costs is recognised as a liability when the obligation for post-closure
arises.

The provision is measured based on the present value of future cash flows
expected to be incurred, taking into account future events including legal
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requirements and known improvements in technology. The provision includes all
costs associated with landfill post-closure.

Amounts provided for landfill post-closure are capitalised to the landfill asset
where they give rise to future economic benefits to be obtained. Components of
the capitalised landfill asset are depreciated over their useful lives.

The discount rate used is a rate that reflects current market assessments of the
time value of money and the risks specific to the Council.

All subsequent changes in the liability shall be recognised in the surplus /deficit and
the periodic unwinding of the discount will also be recognised in the surplus/deficit
as a finance cost as it occurs.

Equity

Equity is the community's interest in the Council and is measured as the difference
between total assets and total liabilities. Equity is disaggregated and classified into
a number of reserves.

The components of equity are:

Retained earnings
Revaluation reserves
Restricted reserves
Council created reserves

YV VYV

Retained earnings comprise accumulated surpluses over the years.
Revaluation reserves comprise accumulated revaluation increments/decrements.

Restricted reserves are those funds subject to external restrictions accepted as
binding by the Council, which may not be revised by the Council without reference
to the Courts or a third party.

Council created reserves are formally imposed designations of public equity that
indicate the Council’s intention to use a certain level of resources for a special
purpose.

Contingent Assets and Contingent Liabilities

Contingent assets and contingent liabilities are recorded at the point at which the
contingency is evident and if the possibility that they will materialise is not remote.
Contingent assets are disclosed if it is probable that the benefits will be realised.
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Statement of Cash Flows

Cash comprises cash balances on hand, held in bank accounts, demand deposits
and other highly liquid investments in which Council invests as part of its day-to-
day cash management.

Operating activities include cash received from all income sources of the Council
and cash payments made for goods and services.

Investing activities are those activities relating to the acquisition and disposal of
non-current assets.

Financing activities comprise the change in debt capital structure of the Council.
Funding Impact Statements (FIS)

The Funding Impact Statements (FIS) disclose the source of funding of operating
and capital expenditure for the Council as a whole and for each group of activities-
i.e. the revenue and financing mechanisms it uses to cover the expenditure of the
Council Expenditure includes an allocation of support services and an allocation of
interest.

Critical Accounting Estimates and Assumptions in applying the Council’s
Accounting Policies

In preparing these prospective financial statements, estimates and assumptions
have been made concerning the future. These estimates and assumptions may
differ from the subsequent actual results. Estimates and assumptions are
continually evaluated and are based on historical experience and other factors,
including expectations or future events that are believed to be reasonable under
the circumstances.

The information in the prospective financial statements is uncertain and its
preparation requires the exercise of judgement. Actual financial results achieved
are likely to vary from the information presented and the variations may be
material. Events and circumstances may not occur as expected and may or may not
have been predicted or the Council may subsequently take actions that differ from
the proposed course of action on which the prospective financial statements are
based.

Infrastructural assets

As the Council is a Public Benefit Entity, property plant and equipment are valued
at depreciated replacement cost that is based on an estimate of either fair value or
current gross replacement cost of improvements less allowances for physical
deterioration, and optimisation for obsolescence and relevant surplus capacity
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There are certain assets such as wastewater or stormwater related assets which
may be affected by changes in measurement of qualitative standards which may
affect the results of future periods.

Landfill aftercare provision

The estimate of the provision for landfill post-closures is based on assumptions,
which may be influenced by changes in technology and society’s expectations and
could affect future results.

Assumptions Underlying Prospective Financial Information

The financial information contained within these policies and financial statements
is prospective information in terms of FRS 42: Prospective Financial information.
The purpose for which has been prepared to enable the public to participate in the
decision making processes as to the services to be provided by Council over the
financial years 2012/13 to 2021/22 and to provide a broad accountability
mechanism of the Council to the community. The prospective information may not
be appropriate for purposes other than those described.
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Note 2: Rates Revenue

General rates

Targeted rates - Business improvement district
- 100% non-rateable land
- 50% non-rateable land
- Access Hamilton

Rates levied

Water by meter

Rates penalties

Less rates remissions

Less rates charged to Council properties

Total rates revenue

Less consumption based rates:
Targeted rates - Water by meter

Total rates revenue excluding consumption based
rates
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2011/12
$000

114,403
200
835
104
1,200
116,742
6,849
626
(408)
(730)

123,079

(6,849)

116,230

2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000

115,861 120,925 126,289 131,445 137,346 143,501 149,420 156,115 163,098 170,382

280 280 280 280 280 280 280 280 280 280
869 906 944 985 1,027 1,071 1,117 1,165 1,215 1,268
108 113 118 123 128 133 139 145 151 158
5,000 5,000 5,000 5,500 5,500 5,500 6,000 6,000 6,000 6,000
122,118 127,224 132,631 138,333 144,281 150485 156,956 163,705 170,744 178,088
7,327 8,055 8,821 9,103 9,313 9,691 9,997 10,320 10,652 10,991
652 679 708 738 770 803 838 874 911 950
(1,015) (1,057) (1,102) (1,149) (1,199) (1,250) (1,304) (1,360) (1,419) (1,480)
(791) (817) (843) (870) (897) (926) (955) (986) (1,017) (1,049)

128,291 134,084 140,215 146,155 152,268 158,803 165,532 172,553 179,871 187,500

(7,327) (8,055) (8,821) (9,103) (9,313) (9,691) (9,997) (10,320) (10,652) (10,991)

120,964 126,029 131,394 137,052 142,955 149,112 155,535 162,233 169,219 176,509
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Note 3: Other Revenue

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Revenue from activities

Arts and recreation 6,655 6,814 7,171 7,498 7,737 7,983 8,236 8,497 8,772 9,052 9,341
City planning and development 966 1,051 1,085 1,119 1,155 1,192 1,230 1,269 1,310 1,352 1,395
City prosperity 20,975 9,639 10,275 10,491 10,847 11,213 11,588 11,975 12,383 12,800 13,230
City safety 5,740 6,854 7,115 7,385 7,620 7,863 8,112 8,369 8,640 8916 9,201
Community Services 3,311 3,484 3,759 3,879 4,003 4,129 4,262 4,397 4,538 4,683 4,833
Democracy 29 28 236 30 31 32 33 34 35 36 38
Parks and open spaces 915 911 940 970 1,002 1,033 1,066 1,100 1,136 1,173 1,209
Solid waste management 851 308 318 328 339 349 361 372 384 396 409
Stormwater drainage 24 24 25 26 26 27 28 29 30 31 32
Transportation 12,687 11,491 11,879 12,471 12,869 13,279 13,700 14,134 14,590 15059 15,538
Wastewater 3,296 3,490 3,655 3,826 3,948 4,074 4,203 4,336 4,477 4,620 4,767
Water supply 248 276 285 294 303 393 323 334 345 355 367
Less internal revenue (1,521) (1,521) (1,570) (1,620) (1,672) (1,725) (1,780) (1,836) (1,895) (1,956) (2,018)
Total revenue from activities 54,176 42,849 45,173 46,697 48,208 49,842 51,362 53,010 54,745 56,517 58,342
Capital contributions

Capital subsidies 8,185 1,029 3,714 10,156 4,576 5,341 5,263 4,634 3,397 5,037 5,226
Vested assets 7,900 7,900 8,153 8,414 8,682 8,959 9,243 9,535 9,843 10,159 10,483
Development contributions 6,600 6,256 6,362 6,571 7,383 8,233 9,031 9,650 9,747 9,777 9,536
Other contributions/grants 2,943 2,152 2,971 2,735 1,749 2,475 2,596 3,304 2,169 2,980 2,703
Total capital contributions 25,628 17,337 21,200 27,876 22,390 25,008 26,133 27,123 25,156 27,953 27,948
Sundry revenue

Dividends & interest income 251 275 275 325 325 325 325 325 325 325 325
Other income 2,127 400 413 426 440 454 468 483 498 514 531
Total sundry revenue 2,378 675 688 751 765 779 793 808 823 839 856
Total other revenue 82,182 60,861 67,061 75,324 71,363 75,629 78,288 80,941 80,724 85,309 87,146
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Note 4: Finance Costs

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Interest on bank borrowings 26,209 23,643 24,685 25,531 26,195 26,765 26,569 26,718 27,110 27,313 27,294
Interest on leased assets 224 91 127 144 106 103 109 145 116 129 135
Total finance costs 26,433 23,734 24,812 25,675 26,301 26,868 26,678 26,863 27,226 27,442 27,429

Note 5: Other Expenses

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Arts and recreation 35,074 32,073 32,932 33,357 34,512 35,807 37,099 38,520 39,905 41,369 42,651
City planning and development 5,358 5,679 5,819 5,755 5,945 6,150 6,358 6,589 6,807 7,054 7,238
City prosperity 33,407 28,564 29,538 30,027 30,570 31,000 31,682 32,367 33,268 34,043 34,161
City safety 8,018 8,956 9,031 8,894 8,910 9,201 9,504 9,846 10,157 10,523 10,774
Community services 10,226 8,167 8,191 8,273 8,537 8,833 9,140 9,467 9,764 10,117 10,435
Democracy 6,153 4,644 5,180 4,920 5,078 5246 5,420 5,601 5,788 5,985 6,172
Parks and open spaces 15,811 14,613 14,890 15,254 15,751 16,524 17,108 17,573 18,221 18,851 19,528
Solid waste management 6,290 6,091 6,146 6,355 6,549 6,783 7,025 7,275 7,525 7,786 8,047
Stormwater drainage 8,147 8,237 8,440 8,779 8,525 9,072 9,425 9,743 9,990 102,58 10,813
Transportation 49,367 42,095 43,428 44,453 45,589 47,126 48,058 49,084 50,302 51,484 53,042
Wastewater 20,272 22,337 23,258 24,069 24,686 25,332 26,383 27,034 28,513 30,279 32,109
Water supply 16,646 17,928 18,583 19,375 19,269 20,071 20,816 21,582 22,520 23,350 24,084
Less internal expenditure (1,521) (1,521) (1,570) (1,620) (1,672) (1,725) (1,780) (1,836) (1,895) (1,956) (2,018)
Less rates charged to Council properties (730) (791) (817) (843) (870) (897) (926) (955) (986) (1,017) (1,049)
Less interest on internal borrowing (744) (1,016) (1,081) (1,078) (1,098) (1,1212) (1,126) (1,146) (1,131) (1,131) (1,162)
Total expenses from activities 211,774 196,056 201,968 205,970 210,281 217,402 224,186 230,744 238,748 246,995 254,825
Less depreciation and amortisation (55,282) (56,388) (58,072) (59,735) (60,340) (62,405) (65,186) (68,010) (70,917) (73,896) (76,660)
Less employee benefit expenses (55,472) (54,512) (55,800) (57,172) (59,020) (60,921) (62,878) (64,888) (67,007) (69,181) (71,409)
Less finance costs (26,433) (23,734) (24,812) (25,675) (26,301) (26,868) (26,678) (26,863) (27,226) (27,442) (27,429)
Total other expenses 74,587 61,422 63,284 63,388 64,620 67,208 69,444 70,983 73,598 76,476 79,327
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Note 5: Other Expenses

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000
Depreciation and amortisation directly related to
each service group

Arts and recreation 2,988 2,793 3,035 3,196 3,353 3,584 3,807 4,048 4,304 4,495 4,844
City planning and development - - - - - - - - - - -
City prosperity 4,938 2,295 2,359 2,310 2,020 1,610 1,655 1,700 1,741 1,659 1,092
City safety 59 55 54 39 29 17 15 13 12 13 14
Community services 138 143 145 139 141 147 154 162 135 141 165
Democracy - - - - - - - - - - -
Parks and open spaces 1,054 1,340 1,465 1,580 1,639 1,766 1,909 2,079 2,214 2,310 2,528
Solid waste management 339 306 352 395 398 424 452 478 496 510 556
Stormwater drainage 4,130 5,513 5,703 5,873 5,911 6,143 6,400 6,666 6,936 7,206 7,681
Transportation 17,889 16,399 16,825 17,406 17,747 18,363 18,667 18,955 19,322 19,587 20,447
Wastewater 6,635 7,101 7,450 7,773 7,869 7,973 8,557 8,772 9,246 9,972 10,844
Water supply 5,832 6,810 7,144 7,455 7,116 7,498 7,868 8,427 8,987 9,326 9,874

Depreciation and amortisation incurred by business
units and internal service units

Support services 11,244 13,578 13,483 13,509 14,052 14,810 15,624 16,625 17,430 18,576 18,503
Business units 36 55 57 60 65 70 78 85 94 101 112
Total Depreciation and amortisation 55,282 56,388 58,072 59,735 60,340 62,405 65,186 68,010 70,917 73,896 76,660
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Note 6: Other Financial Assets

Current portion:

Loans and receivables

Loan to CTC Aviation Training (NZ) Ltd

Loan to Staples Rodway

Loan to Waikato Rugby Union

Total current portion

Non-current portion:

Local Government Funding Agency Borrower Notes

Other Investments
Unlisted shares in Local Government Funding Agency
Unlisted shares in Innovation Waikato Ltd

Unlisted shares in Local Authority Shared Services
Ltd

Unlisted shares in NZ Local Government Insurance
Co Ltd

Total non-current portion
Total other financial assets

2011/12
$000

208

208

2,500
2,400

728

446
6,074
6,282

2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000

279 261 242 221 199 175 150 122 99 61
125 - - - - - - - - -
404 261 242 221 199 175 150 122 99 61
1,647 3,321 5,346 5,314 5,237 5,240 5,297 5,396 5,365 5,371
2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000
2,400 2,400 2,400 2,400 2,400 2,400 2,400 2,400 2,400 2,400
728 728 728 728 728 728 728 728 728 728
337 337 337 337 337 337 337 337 337 337
7,112 8,786 10,811 10,779 10,702 10,705 10,762 10,861 10,830 10,836
7,516 9,047 11,053 11,000 10,901 10,880 10,912 10,983 10,929 10,897

Note 7: Investments in Associates and Subsidiaries

Associates

Hamilton Riverview Hotel Ltd
Waikato Regional Airport Ltd
Soda Inc Ltd

Subsidiaries

Hamilton Properties Ltd

Total investment in associates and subsidiaries
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2011/12
$000

6,000
7,430

1
13,431

2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000

6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000

7,430 7,430 7,430 7,430 7,430 7,430 7,430 7,430 7,430 7,430

1 1 1 1 1 1 1 1 1 1

13,431 13,431 13,431 13,431 13,431 13,431 13,431 13,431 13,431 13,431
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Note 8: Debt

The city's debt has been issued in accordance with the Local Government Act 2002. The loans are secured through the debenture trust deed over all rates with two exceptions.
The $5.204m loan used to purchase Claudelands Park is secured by way of a mortgage over the Claudelands Park property. The other is a $1.0m loan used to purchase Victoria
on the River Property which is secured by first registered mortgage over the property.

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Current

Secured loans 107,940 111,486 112,136 114,040 113,411 111,896 111,744 112,730 113,457 113,127 113,513
Lease liabilities 455 427 667 521 264 441 460 575 302 447 380
Total current debt 108,395 111,913 112,803 114,561 113,675 112,337 112,204 113,305 113,759 113,574 113,893
Non-current

Secured loans 323,819 334,457 336,188 341,293 338,392 333,483 334,444 338,405 339,968 338,955 339,826
Lease liabilities 1,060 996 1,556 1,215 615 1,029 1,072 1,342 706 1,043 887
Total non-current debt 324,879 335,453 337,744 342,508 339,007 334,512 335,516 339,747 340,674 339,998 340,713
Total external debt 433,274 447,366 450,547 457,069 452,682 446,849 447,720 453,052 454,433 453,572 454,606
Adjustments required to determine total overall

debt:

Add back restricted reserves — as required to be held

in cash (refer note 9) 6,647 13,561 13,395 13,439 13,484 13,532 13,580 13,629 13,682 13,735 13,790
Add back council reserve-housing reserve to be held

in cash (refer note 9) - 2,671 2,633 2,338 1,938 1,560 1,385 836 - - -
Less cash held and cash equivalents (250) (32,000) (32,000) (32,000) (32,000) (32,000) (32,000) (32,000) (32,000) (32,000) (32,000)
Total overall debt 439,671 431,598 434,575 440,846 436,104 429,941 430,685 435,517 436,115 435,307 436,396

* Council restricted reserves and the council created housing reserve are held in cash and are not used for internal borrowing (ie to reduce external borrowing requirements)
as they are held for a specific purpose and may be utilised at any time during the 10-Year Plan. Refer to note 9 for a breakdown of Council created and restricted reserves.
Council has not included internal borrowing from Council created reserves (except for the housing reserve) in overall debt which is used to calculate the financial ratios. If
internal borrowing from all reserves were also included in the debt calculation (at their current level), then total overall debt would be as follows:

Total overall debt (including internal borrowing

X 445,863 437,150 439,588 445,196 440,449 434,282 435,393 441,143 442,274 441,930 443,530
from Council created reserves)
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DEBT SERVICING PERFORMANCE INDICATORS

2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Financial Ratios

Liquidity ratio >110% >110% >110% >110% >110% >110% >110% >110% >110% >110% >110%
Debt to revenue ratio (target 200% by 2019) 248% 238% 232% 222% 209% 202% 196% 189% 181% 176%
Interest to revenue ratio (target <20%) 14% 14% 13% 13% 13% 12% 12% 12% 11% 11%
Debt to cashflow (target <15) 10.8 9.7 8.8 8.1 7.4 6.9 6.3 6.1 5.7 5.5

The financial ratios are calculated as follows:

Liquidity ratio — (total funds available through committed facilities/floating rate notes/bonds/cash held) divided by (external debt)

Debt to revenue ratio — (total overall debt) divided by (total operating revenue less vested assets less capital subsidies less revenue from development contributions)
Interest to revenue ratio — (total interest) divided by (total operating revenue less vested assets less capital subsidies less revenue from development contributions)

Debt to cashflow — (total overall debt) divided by (net surplus/deficit plus depreciation less vested assets less capital subsidies less sundry revenue)

Council uses synthetic instruments (swaps and FRAs) to manage its interest rate risk profile based on independent professional advice. The specific limits are outlined in the investment and
liability management policy.
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Note 9: Equity

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Retained earnings

Opening balance 1,578,509 1,590,366 1,581,331 1,581,250 1,591,733 1,599,330 1,610,159 1,622,824 1,638,135 1,652,914 1,670,582
Net surplus/(deficit) (6,513) (6,904) (824) 9,569 7,237 10,495 12,905 15,729 14,529 18,185 19,821
Transfers (to)/from restricted and council created 3,319 (2,1312) 743 914 360 334 (240) (418) 250 (517) (566)
Total retained earnings 1,575,314 1,581,331 1,581,250 1,591,733 1,599,330 1,610,159 1,622,824 1,638,135 1,652,914 1,670,582 1,689,837

Revaluation reserves
General asset revaluation reserves

Opening balance 1,389,529 1,506,559 1,644,366 1,788,333 1,932,300 2,082,014 2,238,004 2,400,051 2,568,479 2,743,890 2,926,828
Revaluation gains 99,426 137,807 143,967 143,967 149,714 155,990 162,047 168,428 175,411 182,938 190,533
Total revaluation reserves 1,488,955 1,644,366 1,788,333 1,932,300 2,082,014 2,238,004 2,400,051 2,568,479 2,743,890 2,926,828 3,117,361
Restricted and council created reserves

Opening balance 16,157 19,653 21,784 21,041 20,127 19,767 19,433 19,673 20,091 19,841 20,358
Transfers to/(from) restricted and council created (3,318) 2,131 (743) (914) (360) (334) 240 418 (250) 517 566
Total restricted and council created reserves 12,839 21,784 21,041 20,127 19,767 19,433 19,673 20,091 19,841 20,358 20,924
Total equity 3,077,108 3,247,481 3,390,624 3,544,160 3,701,111 3,867,596 4,042,548 4,226,705 4,416,645 4,617,768 4,828,122

Restricted and council created reserves
Restricted reserves

Cemetery plot maintenance in perpetuity 2,075 1,630 1,429 1,435 1,442 1,449 1,456 1,463 1,470 1,478 1,486
Dame Hilda Ross library memorial reserve - 1 2 2 2 2 2 2 2 2 2
Domain endowment fund 1,924 1,923 1,923 1,923 1,923 1,923 1,923 1,923 1,923 1,923 1,923
Roman Catholic schools library reserve - 2 2 3 3 3 3 3 4 4 4
Waikato Art Gallery Endowment reserve 7 8 8 9 9 10 11 11 12 13 14
Municipal endowment fund 1,497 8,825 8,825 8,825 8,825 8,825 8,825 8,825 8,825 8,825 8,825
Project watershed emergency reserve 1,144 1,172 1,206 1,242 1,280 1,320 1,360 1,402 1,446 1,490 1,536
Total restricted reserves 6,647 13,561 13,395 13,439 13,484 13,532 13,580 13,629 13,682 13,735 13,790
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Note g: Equity

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Council created reserves

Access Hamilton reserve 1,390 1,924 1,374 703 582 453 360 786 794 702 619
Asset renewal reserve 6,395 - - - - - - - - - -
Berm levy reserve 119 - - - - - - - - - -
Bus shelter (Adshel) reserve 69 110 97 82 66 49 42 34 25 15 3
Crime Prevention - 106 111 118 124 132 140 148 157 166 176
Dame Hilda Ross library memorial reserve 1 - - - - - - - - - -
Disaster recovery reserve 6,124 - - - - - - - - - -
Housing upgrade reserve - 2,671 2,633 2,338 1,938 1,560 1,385 836 - - -
Museum collection reserve 239 252 266 282 338 399 466 538 617 701 792
Project watershed operating reserve 275 80 (70) (233) (407) (595) (483) (363) (236) (100) 45
Public art reserve 167 123 77 26 28 30 32 34 36 38 40
Rail infrastructure reserve - 270 278 286 295 304 313 323 333 343 353
Reserves contribution fund 3,885 - - - - - - - - - -
Retiring gratuity reserve 393 411 433 458 485 514 544 577 612 648 687
Roman Catholic schools library reserve 2 - - - - - - - - - -
Rotokauri/Te Rapa land sale reserve 1,500 2,067 2,184 2,306 2,447 2,598 2,761 2,933 3,115 3,307 3,512
Septic tank reserve 106 - - - - - - - - - -
Storm damage reserve 61

V8 event reserve* (14,680) - - - - - - - - - -
Zoo animal acquisition reserve 146 209 263 322 387 457 533 616 706 803 907
Total council created reserves 6,192 8,223 7,646 6,688 6,283 5,901 6,093 6,462 6,159 6,623 7,134
Total restricted and council created reserves 12,839 21,784 21,041 20,127 19,767 19,433 19,673 20,091 19,841 20,358 20,924

*  The V8 Reserve, which is in deficit by $14.68m, has been used to fund the infrastructure costs associated with establishing the V8 circuit. The deficit balance within Council
Created Reserves has been reversed in 2011/12 (a transfer from retained earnings will be used to clear the deficit V8 Reserve). For the 10 year plan, operating cashflows
(including rates) will be used to fund the financing costs associated with this deficit reserve, as the balance of $14.68m is incorporated within external debt.

** These reserves will be deleted from 2012/13.
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Note 10: Capital Expenditure

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Capital expenditure disclosed in funding impact

statements

Arts and recreation 3,268 2,840 2,817 3,875 3,023 3,091 3,475 4,524 3,522 4,476 4,276
City planning and development - - - - - - - - - - -
City prosperity 328 236 566 246 415 300 319 337 437 368 391
City safety 21 - - - - - - - - - -
Community services 12 590 275 179 253 41 170 184 99 55 192
Democracy - - - - - - - - - - -
Parks and open spaces 11,990 4,663 2,234 2,291 2,418 1,944 3,019 2,977 3,025 4,376 2,997
Solid waste management 221 620 1,217 1,266 585 608 602 595 619 644 670
Stormwater drainage 1,837 1,656 2,038 2,308 1,487 2,313 2,125 6,353 2,293 3,211 2,423
Transportation 27,242 27,526 22,334 22,914 16,031 19,837 18,257 18,788 24,103 20,586 36,233
Waste water 7,516 7,912 6,473 7,643 9,035 9,852 18,876 11,822 14,802 21,278 16,315
Water supply 10,489 6,491 6,797 17,448 16,612 12,287 10,397 20,069 16,937 11,372 8,177

Capital expenditure incurred by business units and
internal service units

City parks - 141 - - - - - - - - -
Information services 3,310 3,773 1,427 2,808 771 1,688 1,471 2,369 1,702 1,799 1,141
Property management 4,495 4,286 3,647 4,817 5,081 5,222 8,234 9,225 10,207 10,960 13,181
Utilities - - - - - - - - - - -
Total capital expenditure 70,728 60,733 49,825 65,796 55,710 57,184 66,945 77,243 77,745 79,123 85,996
Total capital expenditure funded by:

Loans 32,972 32,555 20,347 23,332 20,737 19,808 26,632 34,350 40,828 32,043 35,948
Reserves 6,668 1,241 963 1,030 1,143 1,127 628 996 1,256 411 428
Subsidies 8,184 4,237 2,258 13,035 4,576 5,341 5,263 4,634 -1,234 5,037 5,226
Other revenue 1,161 1,581 2,381 2,126 1,122 1,828 1,916 2,603 1,445 2,232 1,932
General rates 21,743 21,120 23,876 26,273 28,132 29,081 32,507 34,660 35,451 39,401 42,462
Total capital expenditure 70,728 60,733 49,825 65,796 55,710 57,184 66,945 77,243 77,745 79,123 85,996
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Note 11: Reconciliation of net surplus/(deficit) to Council Funding Statement for the Years ended 30 June 2013-2022

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Operating Surplus/(deficit) from cost of service

statements

Arts and recreation (5,024) (4,868) (4,447) (3,769) (3,374) (3,273) (3,058) (2,912) (2,770) (2,611) (2,299)
City planning and development (997) (939) (859) (729) (658) (628) (590) (564) (545) (512) (456)
City prosperity (2,795) (3,684) (3,451) (2,933) (2,580) (2,397) (2,185) (1,921) (1,813) (1,674) (1,429)
City safety (504) (421) (356) (237) (177) (176) (164) (168) (149) (145) (132)
Community services (880) (947) (813) (691) (627) (609) (571) (555) (525) (490) (455)
Democracy (1,391) (938) (899) (767) (689) (663) (618) (600) (565) (546) (489)
Parks and open spaces (2,676) (2,373) (2,164) (1,819) (1,557) (1,559) (1,379) (1,240) (1,146) (1,067) (914)
Solid waste management (1,240) (1,183) (1,076) (950) (859) (831) (782) (747) (711) (673) (621)
Stormwater drainage (1,241) (1,142) (980) (776) (463) (385) (238) (49) 37 120 135
Transportation 2,984 2,365 6,264 13,103 7,701 9,377 9,727 10,637 8,375 10,867 11,097
Wastewater (1,252) (1,318) (1,069) (551) 196 681 1,241 1,602 1,761 1,842 2,007
Water supply (141) (372) (208) 196 544 878 1,153 1,565 1,606 1,784 1,732
add Vested assets 7,900 7,900 8,153 8,414 8,682 8,959 9,243 9,535 9,843 10,159 10,483
remove Interest on internal borrowing 744 1,016 1,081 1,078 1,098 1,121 1,126 1,146 1,131 1,131 1,162
Net surplus/(deficit) per Statement of

Comprehensive Income (6,513) (6,904) (824) 9,569 7,237 10,495 12,905 15,729 14,529 18,185 19,821
Deduct Vested assets and interest on internal

borrowing not included in the FIS (8,644) (8,916) (9,234) (9,492) (9,780) (10,080) (10,369) (10,681) (10,974) (11,290) (11,645)
Net surplus/(deficit) before vested assets and

internal interest (15,157) (15,820) (10,058) 77 (2,543) 415 2,536 5,048 3,555 6,895 8,176
Deduct capital subsidies (recorded as capital sources) (8,185) (1,029) (3,714) (10,156) (4,576) (5,341) (5,263) (4,634) (3,397) (5,037) (5,226)
Deduct development and financial contributions

(recorded as capital sources) (8,679) (7,897) (7,964) (8,290) (9,053) (9,935) (10,745) (11,492) (11,591) (11,759) (11,519)
Deduct finance leases (recorded as capital sources) (511) (1,369) (1,031) (110) (759) (863) (1,480) (325) (998) (751)
Add provision for LGFA guarantee - 27 30 32 31 32 29 33 29 31 45
Add depreciation not included in the FIS 55,284 56,388 58,071 59,735 60,340 62,405 65,186 68,010 70,917 73,896 76,660
Surplus/(deficit) of operating funding 23,263 31,158 34,996 40,367 44,089 46,817 50,880 55,485 59,188 63,028 67,385
Balance as per Council FIS Operating

Surplus/(deficit) of funding 23,263 31,158 34,996 40,367 44,089 46,817 50,880 55,485 59,188 63,028 67,385
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RESERVE FUNDS

Reserves are held to ensure that funds received for a particular purpose are used for that purpose and any surplus created is managed in accordance with the reason for which
the reserve was established. Surpluses held in reserves are credited with interest. The council holds 20 reserves, with 7 being restricted reserves. Restricted reserves are
reserves that have rules set by legal obligation that restrict the use that the council may put the funds towards. The remaining Council created reserves are discretionary
reserves which the council has established for the fair and transparent use of monies. Reserves are not separately held in cash and the funds are managed as part of the
council’s treasury management.

Below is a list of current reserves outlining the purpose for holding each reserve and the council activity to which each reserve relates, together with summary financial
information across the ten years of the 10-Year Plan:

Opening Balance

RESTRICTED RESERVES - PURPOSE OF THE FUND e LEEES EEsR (Aol btk

$000s
Cemetery Plot Maintenance in Perpetuity Reserve (Cemeteries and Crematorium Activity) 2,079 945 1,538 1,486

June 2022
$000s $000s $000s

To maintain and provide for improvements to the cemeteries.

Domain Endowment Fund (Parks and Open Spaces Activity) 1,923 1,120 1,120 1,923
To provide a capital endowment fund for domain land for investment in property. Rental income and

interest earned from domain endowment land is used to fund parks and reserves operating costs.

Dame Hilda Ross Children’s Library Memorial Fund (Libraries Activity) 1 1 0 2
To manage a bequest by Dame Hilda Ross given for the purpose of extending the children’s collection

in the Dame Hilda Ross Memorial Arts Centre (Children’s Library). Only the interest income from the

fund may be used for purchases.

Roman Catholic Schools Library Fund (Libraries Activity) 2 2 0 4
To manage a bequest made for the purpose of extending the children’s collection in the Children’s

Library. The interest income from the fund can be used for children’s book collection purchases.

Waikato Art Gallery Endowment Reserve (Arts Promotion Activity) 8 6 0 14

To provide funds for the acquisition of works of art for the Waikato Museum of Art and History.

Municipal Endowment Fund (Strategic Property Investment Activity) 8,825 5,146 5,146 8,825

To provide a capital fund for Crown endowment land vested in the council for investment in property.
Rental income and interest earned from the land and property may be used for Council purposes to
offset rates.

Project Watershed Emergency Reserve (Water Supply and Stormwater Activity) 1,139 397 0 1,536

To fund emergency works for which Waikato Regional Council (WRC) pays a flat contingency sum per
year. If an event does occur, permission needs to be sought from WRC before funding can be utilised
from this reserve.
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COUNCIL CREATED RESERVES
PURPOSE OF THE FUND

Access Hamilton Reserve (Transport Network Activity)

To fund transport network improvements as approved by the council, from the accumulated funds of
the Access Hamilton targeted rate.

Bus Shelter Reserve (Travel Demand Management Activity)

To manage the income generated from advertising in bus shelters to provide, maintain and enhance
passenger infrastructure.

Crime Prevention (City Safety Activity Group)

To provide funds for future technological developments in the field of CCTV surveillance. No specific
projects have been set up for the coming ten years.

COUNCIL CREATED RESERVES
PURPOSE OF THE FUND

Housing Upgrade Reserve (Housing Activity)

To assist in improving council owned housing. There is no specific plan to use this reserve for the
coming ten years while the council considers its future role in this activity.

Museum Collection Reserve (Waikato Museum Activity)

To enable funds to accumulate across years for the purchase of new items for the museum collection.
There is no specific expenditure plan for the coming ten years — each item identified for purchase
requires the council’s approval.

Project Watershed Operating Reserve (Water Supply and Stormwater Drainage Activities)

To fund works relating to river flood protection and erosion control (Project Watershed). Waikato
Regional Council is the funding agency and Hamilton City Council carries out agreed works within the
city boundary.

Public Art Reserve (Arts Promotion Activity)

To enable funds to accumulate across years for the purchase of public art, including investigation and
construction.

Rail Infrastructure Reserve (Transport Network Activity)

To provide for infrastructure that would be required to support a commuter rail service between
Hamilton and Auckland. The funds came from a transfer from the Access Hamilton Reserve.
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Opening Balance

July 2012
$000s
1,603
122
100

Opening Balance

July 2012
$000s
600
239
220
165
263

Deposits

$000s
55,737

713

76

Deposits

$000s
5,875

553

7,329

476

90

Expenditure Closing Balance

June 2022
$000s $000s
56,721 619
832 3
0 176

Expenditure Closing Balance

June 2022
$000s $000s
0 6,475
0 792
7,539 10
601 40
0 353
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Opening Balance Deposits Expenditure Closing Balance

COUNCIL CREATED RESERVES July 2012 June 2022

$000s $000s $000s $000s
Retiring Gratuity Reserve (Staff Benefits) 390 1,222 925 687

To manage funds relating to staff retirement gratuities for those staff that have an entitlement. An
annual transfer is made from the general fund and the reserve is used to balance out the varying
number of retirements between years.

PURPOSE OF THE FUND

Opening Balance Deposits Expenditure

Closing Balance
COUNCIL CREATED RESERVES July 2012

$000s $000s
Rotokauri Land Sale Reserve (Strategic Property Investment Activity) 1,959 1,550

June 2022

PURPOSE OF THE FUND $000s

$000s

3,509
To manage funds derived from the sale of land in Foreman Road. These funds are for a purchase of

land reserves in the Rotokauri growth cell.

Septic Tank Reserve (Wastewater Activity) 104 25 129 0

To assist in septic tank cleaning every three years. The programme has been funded by rates collected
from rural properties. The reserve will be disestablished from 2013/14 as the last year of the current
cycle of cleaning is 2012/13.

Waste Minimisation Reserve (Waste Minimisation Activity) 0 4,626 4,626 0

To encourage a reduction in the amount of waste generated and disposed of in New Zealand, and to
lessen the environmental harm of waste. This reserve was created in 2009 as a result of the Waste
Minimisation Act 2008. Funding is distributed to local authorities by the Ministry of Environment and
expenditure includes grants to others, waste minimisation initiative operating expenses and recycling
contract.

Zoo Animal Purchases Reserve (Hamilton Zoo Activity) 159 748 0 907
To enable funds to accumulate across years for the purchase of zoo animals.
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AUDIT OPINION

Al:l DIT NEW ZEAI.AN D
Manc Arotoke Actearoa

Independent Auditor's Report

To the readers of
Hamilten City Council’s
Leng-Term Plan
for the 10 years commencing 1 July 2012

The Auditor-General is the auditer of Hamilten City Council (the City Council). The
Auditor-General has appointed me, Karen MacKenzie, vsing the staff and rescurces of Audit
Mew Zealand, to report on the Long Term Plan [LTP), on her behalf. We have audited the City
Council’s LTP Incorperating volumes 1 and 2 dated 29 June 2012 for the 10 years
commencing 1 July 2012,

The Auditor-General is required by section 94(1) of the Local Government Act 2002 (the Act)
to report one

. the extent to which the LTP complies with the requirements of the Act; and

. the quality of information and assumptions underlying the forecast information
provided in the LTP.

Opinion
Overall Opinion

In our opinian the City Council’s LTP incorporaling volumes 1 and 2 dated 29 June 2012
provides a reasonable basis for long term integrated decision-making by the City Council
and for participation in decision-making by the public and subsequent accountability fo
the eommunity about the activities of the City Council.

In forming our overall opinion, we considered the specific motters outlined in section 94(1) of
the Act which we report on as follows.

Opinion on Specific Matters Required by the Act
In our view:

- the City Council has complied with the requirements of the Act in all material
respects demonstrating good practice for a council of its size and scuale within the
context of its envirenment; and

. the underlying information and assumptions used to prepare the LTP provide a
reasonable and supporiable basis For the preparafion of the forecast information.

Actual results are likely to be differant from the forecast infermation since anficipated events
frequenily do not occur as expected and the variagtion moy be material. Accordingly, we
express no opinion as to whether the forecasts will be achisved.

Our report was completed on 29 June 2012, This Is the date at which our opinion is
expressed,

The basis of the opinion is explained below. In addition, we outline the responsibilities of the
Council and the Avditor, and explain cur independence.
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Basis of Opinion

We carrled out the audit in accordance with the International Standard on Assurance
Engagements (Mew Zealand] 3000: Assurance Engagements Other Than Audits or Reviews of
Histerical Financial Infermation and the Auditor-General's Auditing Standards, which
incorporate the Interational Standards on Auditing (Mew Zealand). We have examined the
forecost financial information in accordaonce with the International Standard on Assurance
Engagements 3400: The Examination of Prospective Financial Infermation,

Those stondards require that we comply with ethical requirements and plon and carry out our
audit to sbtain all the infermation and explanations we considered necessary to obtain
reasonable assurance that the LTP does not contain material misstatements. If we had found
material misstatements that were nof corrected, we would have referred to them in our opinion.

An audit invelves performing procedures to obtain audit evidence about the forecast infermation
and disclosures in the LTP. The procedures selected depend on our judgement, including the
assessment of risks of material misstatement of the infermatien in the LTP. In making those risk
assessments we consider intfernal contral relevant to the preparation of the Ci‘r;r Council's LTP.
We consider internal contral in order to design avdit procedures that are appropriote in the
cireumstances, but net for the purpose of expressing an opinion on the effectiveness of the City
Council’s intermal control.

Cur audit procedures also include assessing whether:
. the LTP provides the community with sufficient and balanced information about the

strategic and other key issues, and implications it foces and provides for participation
by the public in decision making processes;

. the City Council's financial strotegy, supported by financial policies is financially
prudent, and has been clearly communicated to the community in the LTP;

. the presentation of the LTP complies with the legislative requirements of the Act;

. the decisien-making and consultation processes underlying the development of the

LTP are compliont with the decision-making and consultation requirements of the Act;

. the: information in the LTP s based on moterially complete and rellable asset or
activity information;

. the ogreed levels of service ore foirly reflected throughout the LTP;

. the City Council’s key plans and policies have been consistently applied in the
development of the forecast information;

. the assumptions set out within the LTP are based en best information currently
available to the City Council and provide a reasonoble and supportable bosis for
the preparation of the forecast information;

. the forecast information has been properly prepared on the basis of the underlying
infermation and the assumptions adopted and the financial infermation complies with

generally accepted accounting practice in New Zealand;

] the rationale for the activities is clearly presented;
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. the levels of service and performance measures are recsonable estimates and reflect
the key aspects of the City Council's sarvice delivery and performance; and

. the relatienship of the levels of service, performance measures end forecast financicl
information hos been odequotely explained within the LTP.

We do net guarantee complete accuracy of the information in the LTP. Qur procedures
included examining on o test baosis, evidence supporting assum ptions, amounts and other
disclosures in the LTP and determining compliance with the requirements of the Act. We
evaluated the overall adequacy of the presentation of information. We obtained all the
information and explanations we required fo suppert our opinion above.

Responsibilities of the Council

The Ceouncil is rasponsible for preparing a LTP under the Act, by applying the Council's
mssumptinns ond presanting the finonelal infarmatian in aceardance with ganerally accepted
accounting proctice in New Zealand. The Coundil is akso responsible for such infernal control as
it determines is necessary fo enable the preparation of a LTP that is free from maoterial
misstetement.

The Councdil's responsibilities arise from Section 93 of the Act.
Responsibilifies of the Auditor

We are responsible for expressing an independent opinfon an the LTF and reporting that
opinion te yeu based on our audit. This responsibility arises from section 15 of the Public Audit
Act 2001 and section 94(1) of the Act.

It is not our responsibility to express an opinion on the merits of any policy content within the
LTP.

Independence

When reporting on the LTP we followed the independence requirements of the
Auditor-General, which incorporate the independence requiraments of the External Reporting
Board.

In addition to this report we have carrled cut assignments to provide quality assurance over
the City Council's system replacement project {Project Phoenix] and review the decision making
processes for the VB Supercar Event, which are compatible with those independence
requirements.

Cther than this report, the above assignments and in conducting the audit of the LTP Statement
of Proposal and the annual audit, we have no relationship with or Interests in the City Coundil
or any of its subsidigries.

f ok

Karen MocKenzie

Audit New Zecland

On behalf of the Auditor-General
Auckland, New Zeoland
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SERVICE GROUP FUNDING IMPACT STATEMENTS

2013-2022

e Arts and Recreation

e City Planning and Development
e City Prosperity

e City Safety

e Community Services

e Democracy

e Parks and Open Spaces

e Solid Waste

e Stormwater Key
° Transportation 2011/12 ANNUAL PLAN
L0-YEAR PLAN I

e Wastewater
e Water Supply
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Arts and Recreation — Funding Impact Statement

_ pXkVAV M 2012/13 | 2013724 | 2014715 | 2015716 | 2016/27 | 2017/18 | 2018/19 | 2019/20 | 2020721 | 2021/22
$000 000 000 000 000 000 000 000 000 000 000

Sources of operating funding

General rates, uniform annual general charges, rates penalties 21,813 19,900 20,806 21,566 22,852 23,988 25,220 26,499 27,733 29,055 30,336
Targeted rates (other than targeted rate for water supply) 215 217 224 230 242 251 262 273 283 294 305
Subsidies and grants for operating purposes - - - - - - - - - - -
Fees charges and targeted rates for water supply 6,655 6,814 7,171 7,497 7,736 7,983 8,236 8,497 8,771 9,053 9,341

Internal charges and overheads recovered - - - - = = = - - - -
Interest and dividends from investments - - - - - = o - - - -
Local authorities fuel tax, fines, infringement fees, - - - = - = - - - - -

Total operating funding 28,683 26,931 28,201 29,294 30,831 32,222 33,718 35,269 36,788 38,401 39,982
Applications of operating funding

Payments to staff & suppliers 21,423 20,835 21,478 21,652 22,297 22,947 23,604 24,235 24,977 25,670 26,616
Finance costs 2,393 653 687 721 732 747 744 753 760 767 766
Internal charges and overheads applied 6,069 5,409 5,354 5,421 5,625 5,878 6,131 6,478 6,707 7,064 7,064
Other operating funding applications 38 34 41 42 43 44 45 33 34 35 36
Total applications of operating funding 29,923 26,931 27,560 27,836 28,697 29,616 30,524 31,499 32,478 33,536 34,482
Surplus/(deficit) of operating funding (2,240) - 641 1,458 2,134 2,606 3,194 3,770 4,310 4,865 5,500

Sources of capital funding
Subsidies and grants for capital expenditure - - - - = S S - - - -

Development and financial contributions 1,329 274 283 292 302 314 325 336 347 357 368
Increase/(decrease) in debt 707 3,919 2,714 3,378 1,638 1,417 1,703 2,520 1,031 1,581 1,025
Gross proceeds from the sale of assets 200 - - - - - - - - - -

Lump sum contributions - - - = o s - - - - -
Total sources of capital funding 2,236 4,193 2,997 3,670 1,940 1,731 2,028 2,856 1,378 1,938 1,393
Application of capital funding

Capital expenditure

-to meet additional demand 66 - - - - - - - - - -
-to improve the level of service 3,858 1,288 395 941 196 454 837 814 366 640 595
-to replace existing assets 822 2,965 3,298 4,240 3,847 3,848 4,349 5,773 5,278 6,116 6,239
Increase/(decrease) in reserves (3,750) (60) (55) (53) 31 35 36 39 44 47 59
Increase/(decrease) of investments - - - - - - - - - - -
Total application of capital funding 996 4,193 3,638 5,128 4,074 4,337 5,222 6,626 5,688 6,803 6,893
Surplus/(deficit) of capital funding 1,240 - (641) (1,458) (2,134) (2,606) (3,194) (3,770) (4,310) (4,865) (5,500)

Funding balance - - - - = > o - - - -
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HAMILTON CITY COUNCIL

City Planning and Development — Funding Impact Statement

_ pYkVAV M 2012/13 | 2013714 | 2014/15 | 2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20 | 2020/21 | 2021/22
$000 000 000 000 000 000 000 000 000 000 000

Sources of operating funding

General rates, uniform annual general charges, rates penalties 3,350 3,650 3,833 3,865 4,088 4,286 4,492 4,707 4,902 5,138 5,333
Targeted rates 33 40 41 41 43 45 47 49 50 52 54
Subsidies and grants for operating purposes - - - - - - - - - - -
Fees charges and targeted rates for water supply 966 1,051 1,085 1,119 1,155 1,192 1,230 1,269 1,310 1,352 1,395

Internal charges and overheads recovered - - - - = = = - - - -
Interest and dividends from investments - - - - o S - - - - -
Local authorities fuel tax, fines, infringement fees, and other - - - S S - - - - - -

Total operating funding 4,349 4,741 4,959 5,025 5,286 5,523 5,769 6,025 6,262 6,542 6,782
Applications of operating funding

Payments to staff & suppliers 4,011 4,240 4,389 4,325 4,455 4,587 4,721 4,852 5,004 5,146 5,335
Finance costs 51 4 5 7 6 6 6 7 6 7 7
Internal charges and overheads applied 958 1,004 994 1,006 1,044 1,091 1,138 1,202 1,245 1,311 1,311
Other operating funding applications - - - - - - - - - - -
Total applications of operating funding 5,020 5,248 5,388 5,338 5,505 5,684 5,865 6,061 6,255 6,464 6,653
Surplus/(deficit) of operating funding (671) (507) (429) (313) (219) (161) (96) (36) 7 78 129

Sources of capital funding

Subsidies and grants for capital expenditure - - - - = S o - - - -
Development and financial contributions - - - - = = - - - - -
Increase/(decrease) in debt 680 765 595 540 394 383 406 409 368 331 328
Gross proceeds from the sale of assets - - - - = > - - - - -
Lump sum contributions - - - = = s - - - - -
Total sources of capital funding 680 765 595 540 394 383 406 409 368 331 328
Application of capital funding

Capital expenditure

-to meet additional demand - = = = > o - - - - -

-to improve the level of service 98 126 48 86 25 54 72 76 28 48 37
-to replace existing assets 127 133 114 148 158 162 233 290 347 355 412
Increase/(decrease) in reserves (216) (2) 4 (7) (7) 6 5 7 - 6 7
Increase/(decrease) of investments - - - - - - - - - - -
Total application of capital funding 9 258 166 227 175 222 310 373 375 409 457
Surplus/(deficit) of capital funding 671 507 429 313 219 161 96 36 (7) (78) (129)

Funding balance - - - - > > o - - - -
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2012-22 10-YEAR PLAN VOLUME TWO

City Prosperity — Funding Impact Statement

_ pIIEVAP M 2012/13 | 2013/14 | 2014/15 | 2015/16 | 2016/27 | 2017/18 | 2018/19 | 2019/20 | 2020721 | 2021/22
$000 000 000 000 000 000 000 000 000 000 000

Sources of operating funding

General rates, uniform annual general charges, rates penalties 9,224 14,610 15,177 15,901 16,419 16,635 17,124 17,666 18,255 18,747 18,684
Targeted rates 94 159 164 169 174 174 178 182 187 190 188
Subsidies and grants for operating purposes - - - - - - - - - - -
Fees charges and targeted rates for water supply 20,979 9,639 10,275 10,491 10,847 11,213 11,588 11,975 12,383 12,800 13,230
Internal charges and overheads recovered - - - - - - - - - - -
Interest and dividends from investments 237 275 275 325 325 325 325 325 325 325 325
Local authorities fuel tax, fines, infringement fees, and other - - - - - - - - - - -
Total operating funding 30,534 24,683 25,891 26,886 27,765 28,347 29,215 30,148 31,150 32,062 32,427
Applications of operating funding

Payments to staff & suppliers 23,193 14,909 15,456 15,708 16,198 16,716 17,215 17,700 18,251 18,790 19,549
Finance costs 944 7,002 7,314 7,555 7,750 7,917 7,860 7,907 8,024 8,082 8,078
Internal charges and overheads applied 3,313 2,229 2,215 2,240 2,321 2,427 2,539 2,681 2,789 2,940 2,961
Other operating funding applications 15 377 461 470 481 491 502 366 377 389 402
Total applications of operating funding 27,465 24,517 25,446 25,973 26,750 27,551 28,116 28,654 29,441 30,201 30,990
Surplus/(deficit) of operating funding 3,069 166 445 913 1,015 796 1,099 1,494 1,709 1,861 1,437

Sources of capital funding
Subsidies and grants for capital expenditure - - - - - = o o - - -

Development and financial contributions - 196 197 206 222 257 285 296 305 308 304
Increase/(decrease) in debt 2,427 1,819 1,121 1,624 (635) (520) (423) (555) (618) (889) (301)
Gross proceeds from the sale of assets - 265 625 - - - - - - - -

Lump sum contributions - - = > > - - - - -
Total sources of capital funding 2,427 2,280 1,943 1,830 (413) (263) (138) (259) (313) (581) 3
Application of capital funding

Capital expenditure

-to meet additional demand - - - = = o - - - - -

-to improve the level of service 611 505 506 355 101 209 274 286 104 174 130
-to replace existing assets 359 768 699 854 1,048 930 1,207 1,427 1,730 1,665 1,836
Increase/(decrease) in reserves 2,026 (474) (491) (491) (515) (529) (523) (535) (537) (528) (532)
Increase/(decrease) of investments 2,500 1,647 1,674 2,025 (32) (77) 3 57 99 (31) 6
Total application of capital funding 5,496 2,446 2,388 2,743 602 533 961 1,235 1,396 1,280 1,443
Surplus/(deficit) of capital funding (3,069) (166) (445) (913) (1,015) (796) (1,099) (1,494) (1,709) (1,861) (1,437)

Funding balance - - - = = = o - o - -
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HAMILTON CITY COUNCIL

City Safety — Funding Impact Statement

_ pYkVAv M 2012/13 | 2013714 | 2014/15 | 2015/16 | 2016717 | 2017718 | 2018/19 | 2019/20 | 2020721 | 2021/22
$000 000 000 000 000 000 000 000 000 000 000

Sources of operating funding

General rates, uniform annual general charges, rates penalties 1,739 1,663 1,543 1,259 1,101 1,150 1,216 1,296 1,354 1,447 1,427
Targeted rates 17 18 17 13 12 12 13 13 14 15 14
Subsidies and grants for operating purposes 35 99 103 106 109 113 116 120 124 128 132
Fees charges and targeted rates for water supply 5,705 6,755 7,012 7,279 7,511 7,750 7,996 8,249 8,516 8,788 9,069

Internal charges and overheads recovered - - - - = = = - - - -
Interest and dividends from investments - - - - o 5 - - - - -
Local authorities fuel tax, fines, infringement fees, and other - - = S = - - - - - -

Total operating funding 7,496 8,535 8,675 8,657 8,733 9,025 9,341 9,678 10,008 10,378 10,642
Applications of operating funding

Payments to staff & suppliers 5,763 7,042 7,159 7,048 7,027 7,251 7,480 7,711 7,959 8,208 8,486
Finance costs 26 40 43 46 47 47 47 47 49 49 48
Internal charges and overheads applied 1,981 1,621 1,600 1,622 1,685 1,758 1,826 1,928 1,983 2,085 2,068
Other operating funding applications 0 2 2 3 3 3 3 2 2 2 2
Total applications of operating funding 7,770 8,705 8,804 8,719 8,762 9,059 9,356 9,688 9,993 10,344 10,604
Surplus/(deficit) of operating funding (274) (170) (129) (62) (29) (34) (15) (20) 15 34 38

Sources of capital funding

Subsidies and grants for capital expenditure - - - - = o S - - - -
Development and financial contributions - - - - = = - - - - -
Increase/(decrease) in debt - 294 190 139 79 90 97 104 91 82 77
Gross proceeds from the sale of assets - - - - = = - - - - -
Lump sum contributions - - - = = o - - - - -
Total sources of capital funding - 294 190 139 79 90 97 104 91 82 77
Application of capital funding

Capital expenditure

-to meet additional demand - 5 = = o = - - - - -

-to improve the level of service 74 58 19 28 7 14 19 21 8 13 10
-to replace existing assets 66 61 46 48 42 44 63 80 96 100 110
Increase/(decrease) in reserves (414) 5 (4) 1 1 (2) - (7) 2 3 (5)
Increase/(decrease) of investments - - - - - - - - - - -
Total application of capital funding (274) 124 61 77 50 56 82 94 106 116 115
Surplus/(deficit) of capital funding 274 170 129 62 29 34 15 10 (15) (34) (38)

Funding balance - - - - = = o - - - -
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2012-22 10-YEAR PLAN VOLUME TWO

Community Services — Funding Impact Statement

_ pIEVAP M 2012/13 | 2013/14 | 2014/15 | 2015/16 | 2016/17 | 2017718 | 2018/19 | 2019/20 | 2020721 | 2021/22
$000 000 000 000 000 000 000 000 000 000 000

Sources of operating funding

General rates, uniform annual general charges, rates penalties 5,273 3,696 3,580 3,664 3,866 4,053 4,263 4,469 4,653 4,894 5,096
Targeted rates 52 40 39 39 41 42 44 46 48 50 51
Subsidies and grants for operating purposes 249 53 54 56 57 59 61 63 65 67 68
Fees charges and targeted rates for water supply 3,062 3,431 3,705 3,823 3,946 4,070 4,201 4,334 4,473 4,616 4,765

Internal charges and overheads recovered - - - - = = = - - - -
Interest and dividends from investments - - - - = = S - - - -

Local authorities fuel tax, fines, infringement fees, and other (2) - - - - - - - - - -
Total operating funding 8,635 7,220 7,378 7,582 7,910 8,224 8,569 8,912 9,239 9,627 9,980
Applications of operating funding

Payments to staff & suppliers 7,638 6,341 6,394 6,471 6,673 6,877 7,081 7,288 7,520 7,739 8,010
Finance costs 115 98 104 111 111 114 113 117 115 118 117
Internal charges and overheads applied 1,793 1,144 1,140 1,151 1,190 1,249 1,317 1,394 1,465 1,552 1,580
Other operating funding applications 1 5 6 6 6 6 7 5 5 5 5
Total applications of operating funding 9,547 7,588 7,644 7,739 7,980 8,246 8,518 8,804 9,105 9,414 9,712
Surplus/(deficit) of operating funding (912) (368) (266) (157) (70) (22) 51 108 134 213 268

Sources of capital funding
Subsidies and grants for capital expenditure - - - - = o S - - - -

Development and financial contributions 687 - - - - = > - - - -
Increase/(decrease) in debt 194 441 224 48 (110) (300) 65 (281) (625) 153 266
Gross proceeds from the sale of assets - 2,476 - - - - = o - - -

Lump sum contributions

Total sources of capital funding 881 2,917 224 48 (110) (300) 65 (281) (625) 153 266
Application of capital funding

Capital expenditure

-to meet additional demand - - = = o = - - - - -

-to improve the level of service 171 583 252 82 24 51 68 72 26 46 36
-to replace existing assets 200 270 174 319 402 195 391 460 429 394 586
Increase/(decrease) in reserves (402) 1,696 (468) (510) (606) (568) (343) (705) (946) (74) (88)
Increase/(decrease) of investments - - - - - - - - - - -
Total application of capital funding (31) 2,549 (42) (109) (180) (322) 116 (173) (491) 366 534
Surplus/(deficit) of capital funding 912 368 266 157 70 22 (51) (108) (134) (213) (268)

Funding balance - - - - = = o - - - -
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HAMILTON CITY COUNCIL

Democracy — Funding Impact Statement

_ pJIRVAP M 2012/13 | 2013714 | 2014/15 | 2015/16 | 2016/27 | 2017718 | 2018/19 | 2019/20 | 2020721 | 2021/22
$000 000 000 000 000 000 000 000 000 000 000

Sources of operating funding

General rates, uniform annual general charges, rates penalties 4,674 3,638 4,002 4,079 4,311 4,505 4,721 4,915 5,136 5,349 5,588
Targeted rates 46 40 43 43 46 47 49 51 52 54 56
Subsidies and grants for operating purposes - - - - - - - - - - -
Fees charges and targeted rates for water supply 29 28 236 30 31 32 33 34 35 36 38

Internal charges and overheads recovered - - - = = = - - - - -
Interest and dividends from investments - - - = = = - - - - -
Local authorities fuel tax, fines, infringement fees, and other - - - = = o - - - - -

Total operating funding 4,749 3,706 4,281 4,152 4,388 4,584 4,803 5,000 5,223 5,439 5,682
Applications of operating funding

Payments to staff & suppliers 1,386 1,428 1,879 1,535 1,576 1,615 1,654 1,689 1,735 1,774 1,853
Finance costs 71 6 7 10 8 8 8 10 9 9 9
Internal charges and overheads applied 4,224 2,781 2,845 2,935 3,030 3,133 3,240 3,351 3,466 3,588 3,698
Other operating funding applications - - - - - - - - - - -
Total applications of operating funding 5,681 4,215 4,731 4,480 4,614 4,756 4,902 5,050 5,210 5,371 5,560
Surplus/(deficit) of operating funding (932) (509) (450) (328) (226) (172) (99) (50) 13 68 122

Sources of capital funding

Subsidies and grants for capital expenditure - - - - = = - - - - -
Development and financial contributions - - - = > - - - - - -
Increase/(decrease) in debt - 763 622 570 415 403 426 428 385 345 344
Gross proceeds from the sale of assets - - - - o 5 - - - - .
Lump sum contributions - - - o o 5 - - - - -
Total sources of capital funding - 763 622 570 415 403 426 428 385 345 344
Application of capital funding

Capital expenditure

-to meet additional demand - - - - = = - - - - -

-to improve the level of service 143 126 50 91 26 57 75 79 29 50 39
-to replace existing assets 177 132 119 156 166 171 245 303 364 370 432
Increase/(decrease) in reserves (1,252) (4) 3 (5) (3) 3 7 (4) 5 (7) (5)
Increase/(decrease) of investments - - - - - - - - - - -
Total application of capital funding (932) 254 172 242 189 231 327 378 398 413 466
Surplus/(deficit) of capital funding 932 509 450 328 226 172 99 50 (23) (68) (122)

Funding balance - - - = = = o o o - -
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2012-22 10-YEAR PLAN VOLUME TWO

Parks and Open Spaces — Funding Impact Statement

2011/12 2012/13 | 2013/14 | 2014/15 | 2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20 | 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Sources of operating funding

General rates, uniform annual general charges, rates penalties 11,363 10,753 11,199 11,847 12,527 13,281 13,948 14,493 15,174 15,836 16,629
Targeted rates 112 117 121 126 133 139 145 149 155 160 167
Subsidies and grants for operating purposes - - - - - - - - - - -
Fees charges and targeted rates for water supply 915 911 940 970 1,002 1,033 1,066 1,100 1,136 1,173 1,209

Internal charges and overheads recovered - - - = = = - - - - -
Interest and dividends from investments - - - = = = - - - - -

Local authorities fuel tax, fines, infringement fees, and other (50) - - - - - - - - - -
Total operating funding 12,340 11,781 12,260 12,943 13,662 14,453 15,159 15,742 16,465 17,169 18,005
Applications of operating funding

Payments to staff & suppliers 7,879 8,996 9,078 9,236 9,511 9,953 10,230 10,348 10,663 10,960 11,376
Finance costs 2,901 1,476 1,545 1,600 1,638 1,673 1,661 1,674 1,696 1,710 1,710
Internal charges and overheads applied 2,781 1,453 1,448 1,463 1,512 1,586 1,672 1,770 1,861 1,971 2,007
Other operating funding applications 50 79 96 98 101 103 105 76 79 81 84
Total applications of operating funding 13,611 12,004 12,167 12,397 12,762 13,315 13,668 13,868 14,299 14,722 15,177
Surplus/(deficit) of operating funding (2,271) (223) 93 546 900 1,138 1,491 1,874 2,166 2,447 2,828

Sources of capital funding

Subsidies and grants for capital expenditure - - - - - - - - - - -
Development and financial contributions 756 459 469 493 530 514 570 591 609 615 607
Increase/(decrease) in debt 3,538 5,195 2,140 1,970 1,553 957 1,904 1,645 1,418 2,553 970
Gross proceeds from the sale of assets -

Lump sum contributions -

Total sources of capital funding 4,294 5,654 2,609 2,463 2,083 1,471 2,474 2,236 2,027 3,168 1,577
Application of capital funding

Capital expenditure

-to meet additional demand 3,664 1,386 316 440 579 77 361 458 477 1,266 94
-to improve the level of service 8,662 2,261 691 1,010 957 813 1,554 1,421 1,484 2,151 1,742
-to replace existing assets 431 1,780 1,698 1,559 1,442 1,724 2,050 2,226 2,225 2,201 2,563
Increase/(decrease) in reserves (9,734) 4 (3) - 5 (5) - 5 7 (3) 6
Increase/(decrease) of investments - - - - - - - - - - -

Total application of capital funding 3,023 5,431 2,702 3,009 2,983 2,609 3,965 4,110 4,193 5,615 4,405
Surplus/(deficit) of capital funding 1,271 223 (93) (546) (900) (1,138) (1,491) (1,874) (2,166) (2,447) (2,828)

Funding balance - - - = = = o o o - -
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HAMILTON CITY COUNCIL

Solid Waste — Funding Impact Statement

Sources of operating funding

General rates, uniform annual general charges, rates penalties
Targeted rates

Subsidies and grants for operating purposes

Fees charges and targeted rates for water supply

Internal charges and overheads recovered

Interest and dividends from investments

Local authorities fuel tax, fines, infringement fees, and other
Total operating funding

Applications of operating funding

Payments to staff & suppliers

Finance costs

Internal charges and overheads applied

Other operating funding applications

Total applications of operating funding

Surplus/(deficit) of operating funding

Sources of capital funding

Subsidies and grants for capital expenditure
Development and financial contributions
Increase/(decrease) in debt

Gross proceeds from the sale of assets
Lump sum contributions

Total sources of capital funding
Application of capital funding

Capital expenditure

-to meet additional demand

-to improve the level of service

-to replace existing assets
Increase/(decrease) in reserves
Increase/(decrease) of investments
Total application of capital funding
Surplus/(deficit) of capital funding

Funding balance

www.hamilton.co.nz

2011/12
$000

4,156
41

851

(7)
5,041

4,536
466
521

5,530
(489)

157
(1,087)
(578)
489

2012/13 2013/14 | 2014/15 | 2015/16 | 2016/17 2017/18 | 2018/19 | 2019/20 | 2020/21 | 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000

4,551
50

308

4,909

4,360
152
728

5,248
(339)

4,701
51

318

5,070

4,369
161
726

10

5,266

(196)

992
(211)

1,203
196

5,023 5,294 5,545 5,822 6,092 6,365 6,650 6,947
54 56 58 60 63 65 67 70
328 339 349 361 372 384 396 409
5,405 5,689 5,952 6,243 6,527 6,814 7,113 7,426
4,508 4,642 4,776 4,911 5,042 5,195 5,337 5,536
168 171 175 173 176 176 179 179
733 758 795 839 888 933 988 1,007
10 10 10 11 8 8 8 8
5,419 5,581 5,756 5,934 6,114 6,312 6,512 6,730
(14) 108 196 309 413 502 601 696
1,365 482 457 444 402 345 296 266
1,365 482 457 444 402 345 296 266
491 426 479 518 541 497 542 547
1,079 395 409 479 528 609 624 708
(219) (231) (235) (244) (254) (259) (269) (293)
1,351 590 653 753 815 847 897 962
14 (108) (196) (309) (413) (502) (601) (696)
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2012-22 10-YEAR PLAN VOLUME TWO

Stormwater — Funding Impact Statement

2011/12 2012/13 | 2013/14 | 2014/15 | 2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20 | 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Sources of operating funding

General rates, uniform annual general charges, rates penalties 6,182 6,468 6,787 7,289 7,246 7,791 8,197 8,565 8,871 9,186 9,800
Targeted rates 61 70 73 78 77 82 85 88 91 93 98
Subsidies and grants for operating purposes

Fees charges and targeted rates for water supply 24 24 25 26 26 27 28 29 30 31 32

Internal charges and overheads recovered - - - = = - - - - - -
Interest and dividends from investments - - - - o 5 S - - - -

Local authorities fuel tax, fines, infringement fees, and other 269 - - - - - - - - - -
Total operating funding 6,536 6,562 6,885 7,393 7,349 7,900 8,310 8,682 8,992 9,310 9,930
Applications of operating funding

Payments to staff & suppliers 1,213 1,222 1,212 1,337 1,029 1,252 1,279 1,252 1,166 1,080 1,133
Finance costs 1,853 404 424 440 450 459 456 460 465 469 468
Internal charges and overheads applied 274 314 313 316 327 343 362 383 403 426 434
Other operating funding applications 32 21 26 27 27 28 28 21 21 22 23
Total applications of operating funding 3,372 1,961 1,975 2,120 1,833 2,082 2,125 2,116 2,055 1,997 2,058
Surplus/(deficit) of operating funding 3,164 4,601 4,910 5,273 5,516 5,818 6,185 6,566 6,937 7,313 7,872

Sources of capital funding

Subsidies and grants for capital expenditure

Development and financial contributions 330 533 575 609 712 789 878 1,011 1,036 1,068 1,016
Increase/(decrease) in debt 456 (3,265) (3,419) (3,400) (4,694) (4,186) (4,384) (558) (4,995) (4,448) (5,647)
Gross proceeds from the sale of assets - - - - - - - - - - -
Lump sum contributions - - - - - - - - - - -
Total sources of capital funding 786 (2,732) (2,844) (2,791) (3,982) (3,397) (3,056) 453 (3,959) (3,380) (4,631)
Application of capital funding

Capital expenditure

-to meet additional demand 768 291 157 878 281 1,017 874 4,259 582 1,702 828
-to improve the level of service 1,256 592 925 833 457 566 822 1,646 1,149 953 993
-to replace existing assets 234 1,233 1,241 1,039 1,072 1,123 985 1,114 1,240 1,276 1,428
Increase/(decrease) in reserves 1,692 (247) (257) (268) (276) (285) (2) - 7 2 (8)
Increase/(decrease) of investments - - - - - - - - - - -
Total application of capital funding 3,950 1,869 2,066 2,482 1,534 2,421 2,679 7,019 2,978 3,933 3,241
Surplus/(deficit) of capital funding (3,164) (4,601) (4,910) (5,273) (5,516) (5,818) (6,185) (6,566) (6,937) (7,313) (7,872)

Funding balance - - - - = = o - - - -
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HAMILTON CITY COUNCIL

Transportation — Funding Impact Statement

Sources of operating funding

General rates, uniform annual general charges, rates penalties
Targeted rates

Subsidies and grants for operating purposes

Fees charges and targeted rates for water supply

Internal charges and overheads recovered

Interest and dividends from investments

Local authorities fuel tax, fines, infringement fees, and other
Total operating funding

Applications of operating funding

Payments to staff & suppliers

Finance costs

Internal charges and overheads applied

Other operating funding applications

Total applications of operating funding

Surplus/(deficit) of operating funding

Sources of capital funding

Subsidies and grants for capital expenditure
Development and financial contributions
Increase/(decrease) in debt

Gross proceeds from the sale of assets
Lump sum contributions

Total sources of capital funding
Application of capital funding

Capital expenditure

-to meet additional demand

-to improve the level of service

-to replace existing assets
Increase/(decrease) in reserves
Increase/(decrease) of investments
Total application of capital funding
Surplus/(deficit) of capital funding

Funding balance

www.hamilton.co.nz

2011/12
$000

26,548
1,463
4,685
4,068

5,469
42,233

17,178
9,037
2,222

157

28,594

13,639

8,185
1,704
12,795

22,684

4,746
23,304
1,006
7,267
36,323
(13,639)

2012/13 | 2013/14 | 2014/15 | 2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20 | 2020/21 | 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000

23,850
5,260
3,228
4,489

3,774
40,601

12,256
6,962
3,289

374

22,881

17,720

1,029
2,319
8,405

11,753

7,803
12,118
9,299
253
29,473
(17,720)

25,146 26,312 27,556 28,807 29,626 30,565 31,515 32,437 33,835
5,271 5,280 5,792 5,802 5,807 6,315 6,322 6,328 6,340
3,351 3,669 3,786 3,907 4,031 4,159 4,293 4,431 4,572
4,636 4,783 4,936 5,093 5,253 5,421 5,595 5,776 5,959
3,892 4,019 4,147 4,279 4,416 4,554 4,702 4,852 5,007
42,296 44,063 46,217 47,888 49,133 51,014 52,427 53,824 55,713
12,770 12,907 13,260 13,677 14,033 14,457 14,866 15,280 15,905
7,275 7,527 7,712 7,877 7,822 7,873 7,978 8,043 8,039
3,278 3,311 3,424 3,591 3,786 4,008 4,214 4,462 4,545
456 466 477 487 498 362 374 386 398
23,779 24,211 24,873 25,632 26,139 26,700 27,432 28,171 28,887
18,517 19,852 21,344 22,256 22,994 24,314 24,995 25,653 26,826
3,714 10,156 4,576 5,341 5,263 4,634 3,397 5,037 5,226
2,312 2,317 2,412 2,502 2,510 2,605 2,528 2,491 2,476
(1,753) (8,532)  (11,233) (8,966)  (10,619) (9,988) (4,431)  (10,175) 4,453
4,273 3,941  (4,245)  (1,123) (2,846)  (2,749) 1,494  (2,647) 12,155
5,470 1,147 1,897 414 307 847 3,968 2,729 862
8,454 13,085 2,407 6,271 4,780 6,323 7,929 5,412 22,358
9,469 1,0276 12,958 14,605 15,180 13,997 14,617 14,991 15,867
(603) (715) (163) (157) (119) 398 (25) (126) (106)
22,790 23,793 17,099 21,133 20,147 21,565 26,489 23,006 38,981

(18,517)  (19,852)  (21,344)  (22,256)  (22,994)  (24,314)  (24,995)  (25,653)  (26,826)
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Wastewater — Funding Impact Statement

risbVAV 2012/13 | 2013/14 | 2014/15 | 2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20 | 2020/21 | 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Sources of operating funding

General rates, uniform annual general charges, rates penalties 12,917 14,703 15,647 16,681 17,493 18,114 19,169 19,870 21,243 22,893 24,713
Targeted rates 128 160 169 178 185 190 199 205 217 232 248
Subsidies and grants for operating purposes - - - - - - - - - - -
Fees charges and targeted rates for water supply 3,296 3,490 3,655 3,826 3,948 4,074 4,203 4,336 4,477 4,620 4,767

Internal charges and overheads recovered - - - = = = - - - - -
Interest and dividends from investments - - - = = = - - - - -

Local authorities fuel tax, fines, infringement fees, and other 405 400 413 427 440 455 468 484 498 515 531
Total operating funding 16,746 18,753 19,884 21,112 22,066 22,833 24,039 24,895 26,435 28,260 30,259
Applications of operating funding

Payments to staff & suppliers 7,434 7,733 8,067 8,351 8,616 8,894 9,164 9,417 10,101 10,747 11,592
Finance costs 4,056 3,967 4,145 4,285 4,392 4,488 4,455 4,484 4,547 4,581 4,580
Internal charges and overheads applied 717 1,588 1,579 1,596 1,652 1,731 1,819 1,925 2,014 2,129 2,157
Other operating funding applications 70 213 260 266 272 278 284 207 213 220 227
Total applications of operating funding 12,277 13,501 14,051 14,498 14,932 15,391 15,722 16,033 16,875 17,677 18,556
Surplus/(deficit) of operating funding 4,469 5,252 5,833 6,614 7,134 7,442 8,317 8,862 9,560 10,583 11,703

Sources of capital funding

Subsidies and grants for capital expenditure - - - - - - - - - - -
Development and financial contributions 2,181 2,266 2,305 2,405 2,812 3,183 3,587 3,740 3,839 3,862 3,854
Increase/(decrease) in debt 1,961 1639 (796) (148) 92 375 8,520 1,020 3,290 8,898 3,122
Gross proceeds from the sale of assets - - - - - - - - - - -
Lump sum contributions - - - - - - - - - - -
Total sources of capital funding 4,142 3,905 1,509 2,257 2,904 3,558 12,107 4,760 7,129 12,761 6,976
Application of capital funding

Capital expenditure

-to meet additional demand 1,666 2,678 370 926 1765 2,608 7,895 3,465 4,429 9,793 4,503
-to improve the level of service 6,242 1,492 986 1,801 887 1,302 5,007 2,131 3,570 4,288 4,058
-to replace existing assets 489 4,785 5,775 5,926 7,164 6,856 7,274 7,773 8,429 8,993 9,838
Increase/(decrease) in reserves 214 200 210 218 222 234 248 253 261 270 280
Increase/(decrease) of investments - - - - - - - - - - -
Total application of capital funding 8,611 9,157 7,342 8,871 10,038 11,000 20,424 13,622 16,689 23,344 18,679
Surplus/(deficit) of capital funding (4,469) (5,252) (5,833) (6,614) (7,134) (7,442) (8,317) (8,862) (9,560)  (10,583)  (11,703)

Funding balance - - - = = = o o o - -
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Water Supply — Funding Impact Statement

pIsVAPI 2012/13 | 2013/14 | 2014/15 | 2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20 | 2020/21 | 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Sources of operating funding

General rates, uniform annual general charges, rates penalties 7,265 8,016 8,125 8,397 8,255 8,776 9,270 9,801 10,427 10,959 11,448
Targeted rates 72 87 88 90 87 92 96 101 107 111 115
Subsidies and grants for operating purposes - - - - - - - - - - -
Fees charges and targeted rates for water supply 7,097 7,603 8,340 9,115 9,406 9,706 10,014 10,331 10,665 11,007 11,358

Internal charges and overheads recovered - - - - = = - - - - -
Interest and dividends from investments - - - - = = - - - - -

Local authorities fuel tax, fines, infringement fees, and other 315 - - - - - - - - - -
Total operating funding 14,749 15,706 16,553 17,602 17,748 18,574 19,308 20,233 21,199 22,077 22,921
Applications of operating funding

Payments to staff & suppliers 4,880 5,771 5,969 6,334 6,450 6,670 6,939 7,019 7,215 7,502 7,686
Finance costs 4,521 2,969 3,102 3,207 3,287 3,358 3,335 3,355 3,402 3,430 3,428
Internal charges and overheads applied 559 1,272 1,260 1,275 1,323 1,383 1,444 1,526 1,582 1,668 1,671
Other operating funding applications 80 160 195 199 204 208 213 155 160 165 170
Total applications of operating funding 10,040 10,172 10,526 11,015 11,264 11,619 11,931 12,055 12,359 12,765 12,955
Surplus/(deficit) of operating funding 4,709 5,534 6,027 6,587 6,484 6,955 7,449 8,178 8,840 9,312 9,966
Sources of capital funding

Subsidies and grants for capital expenditure - - - - - - - - - - -
Development and financial contributions 1,692 1,850 1,823 1,968 2,063 2,376 2,590 2,913 2,927 3,057 2,894
Increase/(decrease) in debt 6,174 (379) (655) 9,456 8,491 3,469 1,052 9,803 6,033 (70) (3,643)
Gross proceeds from the sale of assets - - - - - - - - - - -
Lump sum contributions - - - - - - - - - - -
Total sources of capital funding 7,866 1,471 1,168 11,424 10,554 5,845 3,642 12,716 8,960 2,988 (749)
Application of capital funding

Capital expenditure

-to meet additional demand 3,869 263 225 5,771 7,588 4,307 2,223 7,228 6,302 3,454 882
-to improve the level of service 6,837 3,421 2,946 7,723 4,959 3,637 3,771 8,108 6,152 1,845 1,106
-to replace existing assets 275 3,376 3,968 4,462 4,434 4,785 5,031 5,496 5,281 6,933 7,155
Increase/(decrease) in reserves 1,594 (55) 56 55 57 71 65 62 65 68 74
Increase/(decrease) of investments - - - - - - - - - - -
Total application of capital funding 12,575 7,005 7,195 18,011 17,038 12,800 11,091 20,894 17,800 12,300 9,217
Surplus/(deficit) of capital funding (4,709) (5,534) (6,027) (6,587) (6,484) (6,955) (7,449) (8,178) (8,840) (9,312) (9,966)

Funding balance
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SIGNIFICANT NEGATIVE EFFECTS

All of Council’s activities are provided with the aim of maintaining or improving the well-being of Hamilton citizens. Along with the positive contributions that our activities
make, there are sometimes negative effects on community well-being that need to be managed or mitigated.

The following table lists the significant negative effects that have been identified for all Council activities. Where an activity is not listed, the Council has not identified any
significant negative affects on community well-being for that activity.

STATUS OF IMPACT ON WELL-BEING
EFFECT
ACTIVITY EFFECT Existing (E) SOCIAL ENVIRONMENTAL | ECONOMIC CULTURAL
Potential (P)
Cemeteries Cultural and religious diversity not sufficiently provided for at cemeteries P
Cemeteries Leachate to groundwater from burial grounds. P v v
Cemeteries Discharge to air from cremator unit. E v v
City Planning Activities permitted through the District Plan(s) may still be viewed as being incompatible P v
with local surroundings.

City Safety Financial and health impact of contaminated land. P v v v
Democracy Decisions made through the democratic process have the potential to impact negatively P v v v v

across all four well-beings.

Event Facilities Cost to ratepayers of the assets E/P v
Event Facilities Loss of event / business due to cost of attracting events to the venues E/P v
Event Facilities Floodlight spill onto surrounding residents’ properties. P v

Event Facilities Traffic congestion impact. P v v v
Event Facilities Excessive noise from events and activities held at the venues P v v

Event Facilities Anti-social crowd behaviour with alcohol influences before, during and after events. P v

Hamilton Zoo Potential for public to catch diseases from imported Zoo animals. P v v

Hamilton Zoo Effects of the Zoo use on neighbours: animal escape. P v v

www.hamilton.co.nz 53



HAMILTON CITY COUNCIL

STATUS OF IMPACT ON WELL-BEING
EFFECT
ACTIVITY EFFECT Existing (E) SOCIAL ENVIRONMENTAL | ECONOMIC CULTURAL
Potential (P)
Parks and Open Spaces Removal of native vegetation. E
Parks and Open Spaces Events generate traffic and noise impacts on neighbours and wildlife. E/P v v
B T gt Chemllc.al use on parks and gardens (e.g. spraying for weeds) may affect nearby residents P
and visitors.

Property Cold, energy inefficient homes and buildings. E \ \ \
Property Unsafe buildings. Health & Safety risk. P v v v
Public Toilets The location of public toilets may create security and privacy issues for neighbours. E
Solid Waste Gas or leachate pollution. P v
Management
Solid Waste

vity. p v 4
TR Odour, dust or pests generated by activity.
Sports Parks Use of sports areas in the evening may create lighting issues for neighbours. E v v
Stormwater Discharge of contaminated stormwater P v
Stormwater Erosion P v
Stormwater Discharge considered offensive P 4
Stormwater Cost of stormwater too high P v
Stormwater Public health risk P 4
Swimming Facilities Death by drowning. P v
St e Infectious diseases may be passed on through contamination of the pool P v

water.

Swimming Facilities The use and storage of dangerous chemicals. P v 4
Transportation Personal injury and property damage from accidents. E v 4
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STATUS OF IMPACT ON WELL-BEING
EFFECT
ACTIVITY EFFECT Existing (E) SOCIAL ENVIRONMENTAL | ECONOMIC CULTURAL
Potential (P)

Transportation Major transport corridors divide communities. E/P v v
Transportation Air pollution from vehicles. E
Transportation Waterway contamination by stormwater run off. E v
Transportation Destruction of natural heritage during road construction. P v v v
Transportation High cartage requirements during road construction. E v v
Transportation Traffic congestion impact on public and commercial activity. P v v v
Transportation Hazardous material spills within the road corridor. P v v v
Wastewater Accidental Discharge P v
Wastewater Discharge considered offensive P v
Wastewater Cost of wastewater too high P v
Wastewater Treatment plant and pump stations may cause odour and noise nuisance. E v v
Water Supply Single point water source E v
Water Supply Energy Use E v v v
Water Supply Chemical Use E v v v
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COUNCIL CONTROLLED ORGANISATIONS

The Council is involved and represented in a number of organisations to assist in meeting its vision for the city. Council Controlled Organisations (CCOs) are any organisation in
which one or more local authorities control 50% or more of the voting rights or appoint 50% or more of the directors. Council has an interest in five CCOs, Hamilton Properties
Ltd, Local Authority Shared Services Ltd, New Zealand Local Government Funding Agency Ltd, Waikato Regional Airport Limited and its subsidiaries Hamilton & Waikato
Tourism Ltd and Titanium Park, and Vibrant Hamilton Trust. The following tables explain what these organisations do, how their performance is measured and the Council’s
objectives in regard to ownership. Council also has interests in Council Organisations details of which are available on the website.

Organisation

Representation (total members)
Significant policies and objectives
Nature and scope of activities
Key performance targets

Organisation

Representation (total members)
Significant policies and objectives

Nature and scope of activities

Key performance targets
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Hamilton Properties Limited

100%

4(4)

Council has retained this company with the view to utilising its tax losses in the future.

This is a non-operating company that is no longer trading.

= Exempt as a CCO for performance monitoring under Section 7 (3-5) LGA 2002 by Council resolution on 20 May 2010.

Local Authority Shared Services Limited

24.58 % of total shareholdings (comprising 13.72% SVDS shares and 37.5% WTRM Service shares). Balance of shares owned by other
Local Authorities.

1(12)
To make a regional leadership contribution and seek opportunities to operate more efficiently by participating with the region’s local

authorities on shared services, particularly in respect of information collection and management, with the aim of reducing the cost of
those activities to the community at large.

The company is used as an umbrella company to investigate opportunities for future development of shared services. The specific
objectives of the company are agreed each year in accordance with the constitution and the Statement of Intent.

= Statement of Corporate Intent, Interim Report and Annual Report is presented to the Finance and Monitoring Committee.

= Positive cash flow will be maintained so that the equity ratio is maintained at a minimum of 40%.

= Customers will be surveyed annually to ensure that there is at east 90% satisfaction with the services provided.

= Expenditure shall not exceed that budgeted by more than 5% unless prior approval is obtained from the directors.

= The CEO will provide a written report on the business operations and financial position of the LASS as a minimum on a six monthly
basis.
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New Zealand Local Government Funding Agency Limited (LGFA)
[Ownership [
Representation (total members) 1(19)

Significant policies and objectives = To ensure the Council’s finances are sustainable in the long term.
= To optimise debt funding terms and conditions for the Council.
= To enhance the certainty of access to debt markets for the Council.

Nature and scope of activities = LGFA will raise debt funding either domestically and/or offshore in either NZ dollars or foreign currency and provide debt funding to
New Zealand Local Authorities, and may undertake any other activities considered by the Board to be reasonably related or
incidental to, or in connection with, that business.

=  The LGFA will only lend to local authorities that enter into all the relevant arrangements with it (participating local authorities) and
comply with the LGFA’s lending policies.

Key performance targets = LGFA’s average cost of funds relative to the average cost of funds for New Zealand Government Securities for the period to:
+  30June 2012 will be less than 0.50% higher
% 30 June 2013 will be less than 0.50% higher
% 30 June 2014 will be less than 0.40% higher

7

7

= The average margin above LGFA’s cost of funds charged to the highest rated participating local authorities will be no more than
0.40%

= LGFA’s annualised operating overheads will be less than $3 million

= Total lending to participating local authorities at:
% 30 June 2012 will be at least $500 million

% 30 June 2013 will be at least $900 million

% 30 June 2014 will be at least $1,400 million

7

7

7

= The total number of participating local authorities shareholders in the LGFA at 30 September 2012 will be at least 30

= The total number of participating local authorities (i.e. shareholders and eligible borrowers) in the LGFA at 30 September 2012 will
be at least 40
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Waikato Regional Airport Limited (WRAL) and its Subsidiaries, Hamilton & Waikato Tourism Ltd and Titanium Park Ltd.
[Ownership  JEZ
Representation (total members) 0(5)

= To support the delivery of sustainable airport operations for the region
= To support and enable a strong, productive economy where it is easy to do business.
Nature and scope of activities . Deliver sustainable airport operations for the central North Island
Protect and grow Hamilton airport’s national & international connectivity according to demand
Utilise airport property to enable economic development in the region
Protect and develop airport capability
Deliver value to its customers (airlines, travellers and tenants)

Enable our people to deliver
Support regional tourism

Key performance targets = Statement of Corporate Intent, Interim Report and Annual Report is presented to the Finance and Monitoring Committee.
= Performance targets are specified annually in the Statement of Corporate Intent and are noted as follows:

Non Financial Performance Targets for WRAL

=  To achieve the Airport Certification Standards as required by the Civil Aviation Authority.

= To achieve above average customer satisfaction ratings through the conduction of a bi-annual ACI International benchmarking
survey.

= Collect, document and act (where viable) on customer feedback forms to continuously monitor and improve the customer
experience. Maintain a database to ensure recurring negative feedback is promptly acted upon.

= Introduce a new domestic carrier to promote competition and consequently competitive pricing options for travellers.

Financial Performance Targets
To achieve the following financial performance targets:

Statement of Corporate Intent Targets 2013 2014 2015
Earnings before interest, taxation and depreciation ~ $2.30m $2.31m  $3.20m
Net surplus/(deficit) after tax $200,000 $183,000 $389,000
Net profit after tax to shareholders’ funds 0.34% 0.30% 0.64%
Net surplus after tax to total assets 0.26% 0.23% 0.50%
Percentage of non-landing charges revenue 82.06% 79.49% 80.03%
Total liabilities/shareholders funds 23:77 23:77 22:78
Interest rate cover (parent company only) 2.70 3.86 4.15
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Significant policies and objectives

Nature and scope of activities

Key performance targets
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Vibrant Hamilton Trust

Incorporated Society and Charitable Trust

5(5)

The Vibrant Hamilton Trust was established as a Council Controlled Organisation as per the requirements under section 64(1) of the
Local Government Act 2002 to provide a legal entity which upon incorporation under the Charitable Trusts Act 1957 may receive funds

from the Waikato Foundation Trust and be empowered to make distributions of income and capital for the charitable purposes
authorised in its Trust Deed.

The Waikato Foundation Trust was disestablished in 2011 and funds were transferred to the Vibrant Hamilton Trust and the Waikato
District Community Wellbeing Trust Board.

The Vibrant Hamilton Trust is a Charitable Trust established for the primary reason of grant distribution.

= Ensure that the total grant disbursement does not exceed the net income (plus 10% of the capital) for the prior year after expenses
have been met.

= Ensure that no more than 10% of the capital is distributed in any one year.
= |dentify opportunities to grow the fund.
= Establish a process for promoting the fund availability and allocating the fund.

= Monitor the performance of investments by receiving and considering financial information, on at least a quarterly basis, and
receiving regular updates.
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REVENUE & FINANCING POLICY

Overview

The Revenue and Financing Policy summarises the Council’s view on the equitable
funding of its activities. It addresses all potential revenue and funding sources
open to the Council and how and when it uses these sources. In choosing funding
sources the Council takes account of many factors including community outcomes,
benefit, affordability, equity, simplicity, efficiency, transparency, accountability and
overall community wellbeing. It also addresses the Council’s assessment of equity
between current and future generations.

In the Council’s assessment this policy represents the fairest and most equitable
use of the funding sources available to meet expenses.

The following graphs show the sources of funds for the 2011/12 compared with the
total for the next 10 years. It demonstrates that the Council plans to reduce
reliance on borrowing, which in turn increases the need for a greater rate
contribution to the Council’s total annual spending. The reasons for this change
are outlined in this policy.

Tablel: Funding Sources

Funding Sources 2011/12 Funding Sources 2012-22

User

User
charges,
21%
Subsidies

, 5%
Reserves,
2%

charges,

20%
Subsidies

, 3%
Reserves,
1%
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Funding principles
The Council has determined the following basic principles to guide the assessment
of fairness and equity in choosing funding sources.

1. Each generation of ratepayers should pay for the services they receive.

2. Council will use any other funding sources before rates.

3. Capital expenditure to replace assets is funded from rates, and capital
expenditure to upgrade or build new assets is funded initially through
debt. Growth related capital expenditure is funded by development
contributions. Debt repayment will then be used to manage the net effect
of capital expenditure to reflect a target of 80% of capital costs being
funded by operating income.

Rates increases should be within the limits set in the financial strategy.

5. User charges are preferred whenever a private benefit can be identified
and it is efficient to collect the revenue.

6. Subsidies, grants and other income options are fully explored prior to
rates being used.

7. Borrowing should be within the limits set in the financial strategy.

Complying with these principles can at times be challenging. The Council must
apply judgment in assessing many options to determine fairness in its development
of budgets or acquisition of assets and the choice of funding sources to implement
these.

Operating Costs

Operating costs are the day to day spending that maintains the services delivered
by the Council. This includes a contribution to the wear and tear on assets used.
The first principle (above) means that operating costs should be met from
operating income; a balanced budget. This ensures fairness, in that the users of
the service pay for their use.
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Operating Cost Funding Sources

User Charges
User charges are used for services where there is a benefit to an individual or
group. The price of the service is set taking account of a number of factors. These
could include:

e The cost of providing the service.

e The estimation of the users’ private benefit from using the service

e The impact the cost has to encourage or discourage behaviours.

e The impact the cost has on demand for the service.

e Market pricing, including comparability with other councils.

e The impact of rates subsidies if competing with local businesses.

e The cost and efficiency of revenue collection mechanisms.

e The impact of affordability on users.

e Other matters as determined by the council.

Grants, Sponsorship and Subsidies

Grants, sponsorship and subsidies are used wherever they are available. The
council expects to continue receiving substantial subsidies for road maintenance.
Some services can only be continued so long as funding from this source continues.

Investment income; Dividends, Interest

Income from dividends is recorded in the City Prosperity Service Group and offsets
the cost of this activity. Interest earned offsets interest cost on borrowing,
reducing the effective interest rate.

Investment income; Rents

Income from the council’s Strategic Property Investment activity is recorded in the
City Prosperity Service Group. Income offsets the cost of operating the investment
properties and achieves a surplus, which offsets the cost of other activities within
the Group.

Rates

Having exhausted all other funding sources, the council funds its remaining
operating expenses from rates. For many activities this is the main funding source
(see Table 1), reflecting the Council’s view that the collective benefit to the City is
greater than any identifiable individual benefit.

www.hamilton.co.nz
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To assess the allocation of rates the council has reviewed each council activity and
considered the following factors to determine the fairness of:

e Community outcomes.

e Distribution of benefits to individuals, groups or the whole city.

o When the benefit will occur.

e The impact of individuals or groups on the need to undertake the activity.

e The costs and benefits of funding the activity separately.

o Affordability, transparency, accountability and overall community
wellbeing.

Having considered these factors the Council recognises that rates are a tax on
property owners and each property will use a different mix of services than
represented by the rate charge. The Council considers however, that a simpler
rating structure is easier for ratepayers to understand and is simpler and easier to
administer. A detailed funding needs analysis has been completed for each activity
and is summarized in table 2.

The Council uses land value as the base for general rates. It has modified the rates
each property pays depending on the property use, assessing the different amount
of benefit each of these property uses receives. This modification has resulted in 8
differential categories for the general rates which more fairly distribute the benefit.
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Table2: List of Activities and Summary of Funding Sources

W Rates

Partnership With Maaori
Streetscapes

Natural Areas

Arts Promotion

City Planning

Waste Minimisation

Landfill Site Management
Water Treatment & Storage
Water Demand Management
Stormwater Network
Representation & Civic Affairs
Community Development
Wastewater Treatment & Disposal
Waikato Museum

Sports Parks

Refuse & Recycling Collection
Hamilton Gardens

Amenity Parks

Economic Development
Hamilton City Libraries
Indoor Recreation

Transport Network
Claudelands Events Centre
Stadia

Wastewater Collection

Travel Demand Management
Hamilton Zoo

Environmental Health & Public Safety
Hamilton City Theatres
Swimming Facilities
Emergency Management
Planning Guidance & Compliance
Animal Education & Control
Water Distribution
Cemeteries & Crematorium
Strategic Property Investment
Housing

Building Control

Parking Management

Other Income

Wl
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4 | )
0% 25% 50% 75% 100%
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Targeted Rates

The council uses targeted rates to fund services where it has determined the cost
of the service should be targeted to the group that benefits much more than the

general benefit most ratepayers receive. Targeted rates may be set on a uniform
basis or differentially for different categories of rateable land.

The general rate covers the costs for wastewater, water and refuse, therefore
targeted rates have been developed to charge non-rateable properties and high
users for these services. A separate targeted rate is used for business
development in the Hamilton CBD.

The council uses “separately used and inhabited parts” of rating units for charging
some targeted rates. The council’s definition of this term is contained within the
Funding Impact Statement.

The council does not set a Uniform Annual General Charge rate.

The council may determine whether funding by general rate or targeted rate is
fairest and may consider whether other funding tools such as remissions,
postponements, early repayments or lump sum contributions are appropriate
choices.

Details of the rates charged are included in the Funding Impact Statement.

Capital Costs

Capital costs, for the purpose of this policy, is spending on assets that provide the
community with a service over a longer period of time than operating expenditure.
The council owns $3.5 billon worth of assets and plans to spend between $50m
and $90m each year of the next 10 years on asset improvement.

The council has a mix of funding tools available to purchase and improve assets.
During the last 5 years the council has funded less than 50% of its annual capital
costs from operating income. This has led to unsustainable increases in borrowing.
The council is now of the view that 80% of capital costs should be funded from
operating income. Operating income includes user charges, development and
financial contributions, subsidies, grants and rates. Other funding sources include
borrowing and asset sales.

Growth related capital costs are funded from development contributions.
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Capital Cost Funding Sources
User Charges

User charges are used for services where there is a benefit to an individual or
group. Generally user charges are not used to pay for asset purchases, as the
amount to pay is unaffordable and generally the beneficiaries are many and
change over the long period of the asset’s life. This makes user charges impractical
and unfair.

Grants, subsidies, and other income

Grants and subsidies are used wherever they are available. The Council expects to
continue to receive substantial subsidies for the development of new and existing
elements of the roads.

Development and Financial Contributions

Hamilton has grown rapidly and although the rate of growth has slowed there will
be continued growth. Growth, driven by development, is a major factor in the
need to undertake some capital expenditure. The Council has developed the
Development and Financial Contributions Policy to ensure that development
contributes to growth-related capital costs for funding reserves, network and
community infrastructure.

Development contributions funding will be sought for all capital expenditure for
which growth is identified as the major driver. At the Council’s discretion,
development contributions funding may also be sought for other capital
expenditure for which a growth component has been identified.

The amount of development contributions funding sought for each activity will
reflect the extent to which growth is the cause and beneficiary of the capital
expenditure associated with that activity as detailed in the Development and
Financial Contributions Policy. At the Council’s discretion, this percentage may be
reduced in order to promote affordability for developers and consistency in the
development contribution charges from year to year.

Proceeds from the Sale of Assets

From time to time the Council sells assets. The Council will use the proceeds from
the sale (after paying for the cost of sale) to repay debt. Some assets have
restrictions on how the proceeds may be used; for example endowment property
proceeds must be placed in the Municipal Endowment Fund.
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Borrowing

The Council debt is too high for the initial 7 years of the 10 Year Plan, so it is
planning to reduce the ratio of debt to revenue over that period. This restricts the
Council’s ability to borrow more funds in the first period of the plan. Once that
goal is achieved however, the Council will have capacity to borrow to fund new
assets, within sustainable financial ratios. When considering borrowing as a
funding source, the Council will consider both the principles of managing within its
rate and debt limits as defined in the financial strategy.

Council does not raise individual external loans for each project which is loan
funded, but offsets cash held against loan requirements and borrows externally as
the cash is required. Council does ensure that sufficient cash funds are available to
the level of the restricted reserves which may be required to fund expenditure
which has not been budgeted through the 10-year plan. An example of this is the
Municipal Endowment Fund which can be held in cash or property depending on
what generates more income.

In previous years Council repaid 4% of loan principal in each year. For the 10-year
plan, loan repayments have been based on an amount to achieve a stable debt
position, return to an operating surplus while minimising the effect on rate
increases.

Rates

Rates are used firstly to fund the day to day expenses of the Council. This includes
funding an annual amount (depreciation) toward the ongoing replacement of
existing assets, and the funding of its financing costs on debt created to purchase
assets.

As a last resort, rates may be required to fund the balance of the capital cost of a
new asset. The Council will make funding needs analysis on each major project and
determine:

e How much the rates contribution will be?

e Which group of ratepayers should pay?

e Whether to include that in the General Rate or some other targeted rate
as determined by the Council?
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The Council may determine whether funding by general rate or targeted rate is
fairest and may consider whether other funding tools such as remissions,
postponements, early repayments or lump sum contributions are appropriate
choices.

Additional Information

This policy represents the high level revenue and financing policies of the council.
The Council has separately completed a funding needs analysis (s101(3) LGA) for
each activity which is available on the web-site. Further information relevant to
this policy is contained in the Financial Strategy, Rating Policies and Funding Impact
Statement.

www.hamilton.co.nz
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Rating Policy Objectives

To have a rating system which:

e Spreads the incidence of rates as fairly as possible.

e Provides sufficient revenue to cover costs.

e  Complies with relevant legislation.

e s transparent to the ratepayer and promote accountability.

The Rating Policy should be read in conjunction with the Council's Revenue &
Financing Policy, and the Funding Impact Statement outlined in the 10-Year Plan.

The Rating Policy incorporates all Rates Remission and Rates Postponement
Policies.

Background

The Council has reviewed each activity and determined the fairest allocation of
funding sources. The Revenue and Financing Policy summarises this allocation. The
rates portion is assessed to rateable properties under the Local Government
(Rating) Act 2002.

Rating Systems
A Land Value rating system will be used as the basis for assessing General Rates.

Rating of 100% (fully) Non-Rateable Land - General Description

The Council applies the rules of Schedule 1 of the Local Government (Rating) Act
2002 and extends these provisions to not-for-profit community organisations.
These organisations must deliver social benefits to the community where neither
government nor business is best or appropriately placed. An application form for
rating relief is required to meet certain conditions and criteria which is available on
the council website.

Where there is multi-use on a property, an apportionment of values will be
undertaken for rating purposes.

The current policy is as follows:

e That these properties be charged by way of three targeted rates for the full
cost of water, refuse and wastewater services supplied, and charged at a rate
in cents per dollar on the land value of the property.

e That there is a minimum charge for each service.
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Rating of 50% Non-Rateable Land - General Description

The Council applies the rules of Part 2 of Schedule 1 of the Local Government
(Rating) Act 2002 where the land is 50% non-rateable. The council will rate these
properties at 50%of the residential general rate (mandatory rates). This funding
covers all council services.

Where there is multi-use on a property, an apportionment of values will be
undertaken for rating purposes.

Rates Remission and Rates Postponement Policies

In accordance with Sections 85 & 87 of the Local Government (Rating) Act 2002
and Sections 102(5), 109 & 110 of the Local Government Act 2002, the Council will
remit and postpone rates as set out in the Rates Remission and Rates
Postponement Policies as listed in this section.

Rates Remission - Remission of Penalties

The objective of this policy is to consider requests for remission of penalty charges

on rates.

The Council's current policy is that additional charges by way of penalty may be

applied in accordance with Sections 57 & 58 of the Local Government (Rating) Act

2002. These penalties may be remitted in accordance with Section 109 of the Local

Government Act 2002 and Section 85 of the Local Government (Rating) Act 2002

under the following conditions and criteria:

e Remission may be granted where payment has been received after the date
fixed for imposition of a late penalty charge, provided that none of the
previous four instalments were similarly received late.

e Remission may be granted where a ratepayer either:

(a) makes satisfactory arrangements for regular and substantial reduction
of arrears. (These arrangements are to include the remission of late
penalty charges as long as such arrangements are fully met) or,

(b) provides sufficient information which, if considered genuine and if
substantiated with reasonable excuse for late payment, would justify
remission for late penalty charges or,

(c) rates staff have the authority to reset penalties where the application
meets the criteria set above.

The practice of a penalty for non-payment of rates by due date is an accepted
standard practice for local authorities and delay in mail delivery does not
constitute justification for remission.
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A written application for remission is required if the request does not meet the
above criteria.

Rates Remission - Hardship Relief

The objective of this policy is to receive and consider applications for rates
remission in the cases of extreme financial hardship.

Section 109 of the Local Government Act 2002 and Section 85 of the Local
Government (Rating) Act 2002 provides for the council to remit part of the rates
owing on the rating unit in cases of extreme hardship. The council has approved a
Rates Remission - Hardship Relief Policy based on the following conditions and
criteria:

(i) Ratepayers must apply to the council in writing to be considered for a
remission.

(ii) The maximum remission under the Rates Remission - Hardship Relief Policy
is $400 - (updated 1 July 2012).

(iii)  The maximum remission amount to be increased by the average percentage
general residential rates increase annually.

(iv)  The application will be assessed independently from the Government Rates
Rebate Scheme.

(v) For the purposes of calculating the remission the basic allowable income
factor will be set at $17,804 - (updated 1 July 2011).

(vi)  The income threshold level be adjusted by the annual percentage change in
the Super Living Alone benefit payment effective 1 July each year.

(vii) The following essential elements must be met before any remission is
granted:

e the applicant must be the owner of the property, the applicant must
reside at the property and the property must be classified as either a
residential or inner city residential apartment. Companies, trusts and
other similar ownership structures of these properties do not qualify for
this remission;

e the Council must be satisfied that extreme financial hardship on any
individual exists or would be caused by requiring payment of the whole
or part of the rates;

e the applicant must declare total household income and their total
financial position for the purposes of the remission calculation;
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e the applicant's total assets must not exceed the "total assets" formula
described in the Rates Remission - Postponement due to Financial
Hardship Policy;

o all applications for rates remission be treated on a case-by-case basis
and approved/declined by either the Finance Manager or Revenue
Manager;

e The council shall consider whether postponement of rates is a more
suitable option.

Rates Remission - Land affected by Natural Calamity or Disaster

The objective of this policy is to enable rate relief to be provided to assist
ratepayers experiencing extreme financial hardship due to a calamity or natural
disaster that affects their ability to pay rates.

Conditions and Criteria

Remissions approved under this policy do not set a precedent and will be applied
only for each specific event and only to properties affected by the event.

The council may remit all or part of any rate on any rating unit where the
application meets the following criteria:

(i) Where erosion, subsidence, submersion or other natural calamity or disaster
has affected the use or occupation of any rating unit.

(ii) It is applicable for each single event and does not apply to erosion,
subsidence or other incidences that my have occurred without a recognised
major natural calamity or disaster.

(iii)  The Council can set additional criteria for each event where it considers it to
be fair and reasonable to do so. This is because the criteria may change
depending on the nature and severity of the event and available funding at
the time. The council may require financial or other records to be provided
as part of the remission approval process.

(iv)  The extent of any remission shall be determined by the council on a case-by-
case basis.

Rates Remission - Organisation with Liquor Licences

The objective of this policy is to ensure sporting clubs and organisations are
entitled under Schedule 1, Part 2, Local Government (Rating) Act 2002 to a
remission of 50% of residential rates. However the Local Government (Rating) Act
2002 excludes land, in respect of which a club licence under the Sale of Liquor Act
1989 is for the time being in force, from receiving the 50% non-rateable status.
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It is difficult to determine the portion of the property to which the liquor licence
applies. A further consideration is that often the liquor licence is not held to
generate profit but helps to cover the operating costs of the sporting club or
organisation. To ensure consistency, sporting clubs and organisations which hold a
liquor licence, may be eligible for the 50% remission if they meet certain conditions
and criteria which is available on the council website. This remission does not apply
to the Bar and Restaurant area of Chartered Clubs.

Conditions and Criteria:

(i) The sporting club or organisation must qualify as 50% non-rateable under
Schedule 1, Part 2, Local Government (Rating) Act 2002.

(ii)  The sporting club or organisation must not operate for private pecuniary
profit.

(iii)  The sporting club or organisation must hold the liquor licence as an
incidental activity to the primary purpose of occupancy.

(iv)  The restaurant, bar and gaming machines area for Chartered Clubs are
excluded from this remission and will be rated at the full commercial rating.

(v)  The sporting club or organisation will be required to complete a yearly
statutory declaration confirming that they meet the condition and criteria
under the policy.

Council may remit 50% of the rate levied in respect of the land relating to the
liquor licence where it considers it to be fair and reasonable to do so.

Rates Remission - Commercial Land Use in a Rural Location

The objective of this policy is to enable remission of part of the rates to a property
where a commercial activity is operated in a rural location but do not receive all
the council core services.

Conditions and Criteria:

(i) The rural commercial properties be rated under the commercial/industrial
category.

(ii) Council to determine which services are unavailable to individual properties
annually.

(iii)  The core services available for remission are:
(a)  wastewater

(b)  water
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(c) stormwater
(d)  footpaths
(e)  street lighting

(iv)  Council will remit the amount equal to the cost that Council would have
charged for the services unavailable as part of the commercial general rate.

Rates Remission - Residential Properties not receiving all core Infrastructure
Services

The objective of this policy is to enable remission of part of the rates to a property
where it is used for residential purposes but do not receive all the council’s core
infrastructure services.

Conditions and Criteria:
(i) The property is rated under the full residential category.

(ii) Council to determine which infrastructure services are unavailable to
individual properties annually.

(iii)  The core services available for remission are:
(a)  wastewater
(b)  water
(c) stormwater
(d) footpaths
(e) streetlighting

(iv)  Council will remit the amount equal to the cost that Council would have
charged for the services unavailable as part of the residential general rate.

Rates Remission - Remission of Targeted Rates to 100% Non-Rateable Community
Organisations (Needs Based)

The objective of this policy is to facilitate the ongoing provision of the Community
Organisations (Needs Based) and their services to the residents of Hamilton City
where the charging of the full targeted rate for water, wastewater and refuse may
affect the Community Organisations (Needs Based) viability.
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Conditions and criteria:

The Council may remit up to 40% of the targeted rates levied for water,
wastewater and refuse in respect of the rating unit, where the application meets
the following criteria, and where it considers it to be fair and reasonable to do so:

(i) Community Organisations (Needs Based) must not operate for private
pecuniary profit.

(ii) Community Organisations (Needs Based) must not receive any funding from
government agencies or have any contracts for fee for service with
government agencies.

(iii)  Community Organisations (Needs Based) must operate on a voluntary basis
and have no full-time or part-time paid employees or contractors operating
in this capacity.

(iv)  The cost of the full targeted rates for water, wastewater and refuse will
cause the Community Organisations (Needs Based) extreme financial
hardship and/or cause the organisation to operate at a financial deficit.

The Community Organisations (Needs Based) must provide the following
documents with their application:

e Statement of Objectives

e Constitution or Trust Deed

e  Full financial accounts

e Information showing extreme financial hardship and operating position
e Information on activities and programmes

e Information on funding sources

Each application shall be determined by Council on a case-by-case basis.

Applications for this remission must be made annually by the Community
Organisation (Needs Based).

Rates Remission — Community Organisations with Retail Shops

The objective of this policy is to facilitate the on-going provision of the Community
Organisation (Needs Based) and their services to the residents of Hamilton. The
remission is to acknowledge the benefits these community groups deliver to the
city by way of helping those in need and supplying low cost items to the
community.
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Conditions and Criteria:

(i) A legally constituted charitable trust or incorporated society not for profit
which delivers social benefits to the community where neither
government nor business is best or appropriately placed.

(ii) The community retail shops currently charged community rates will be
rated at full commercial rates with a remission of 75% for the first year
reducing to 50% over the three year period.

(iii) The community retail shops current charged commercial rates will be
granted a 50% remission as from 1 July 2012.

Rates Remission - Remission of Rates to 50% Non-Rateable Sporting and Cultural
Organisations

The objective of this policy is to facilitate the ongoing provision of the Sporting and
Cultural Organisations and their services to the residents of the City where the
charging of the full targeted rate for water, wastewater and refuse may affect the
Sporting and Cultural Organisations viability.

Conditions and Criteria:

The application must meet the following criteria and conditions to qualify for the
above remissions:

(i) Sporting and Cultural Organisations must not operate for private pecuniary
profit.

(i)  Sporting and Cultural Organisations must not receive any funding from
government agencies or have any contracts for fee for service with
government agencies.

(iii)  Sporting and Cultural Organisations must not hold a liquor licence under the
Sale of Liquor Act 1989.

(iv)  Gross annual income of the Sporting and Cultural Organisation must be less
than $500,000.

(v) Sporting and Cultural Organisations must operate on a voluntary basis and
have no full-time and part-time paid employees or contractors operating in
this capacity.

(vi)  The charge of 50% of the general residential will cause the Sporting and
Cultural Organisations extreme financial hardship and/or cause the
organisation to operate at a financial deficit.

The Sporting and Cultural Organisations must provide the following documents
with their application:
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e Statement of Objectives

e Constitution or Trust Deed

e Audited Financial Statements

e Information showing extreme financial hardship and operating position
e Information on activities and programmes

e Information on funding sources

Each application shall be determined by Council on a case-by-case basis.

Applications for this remission must be made annually by the Sporting and Cultural
Organisation.

Rates Remission - Council Owned Property

The objective of this policy is to be administratively efficient by minimising
unnecessary, uneconomic transactions by removing rates transactions for council
owned properties which are rateable but used for non-commercial purposes. The
council will rate council owned properties used for commercial or investment
purposes on the same basis as described in Council’s funding impact statement.
The following Hamilton City Council owned properties are considered to be non-
commercial in their use and will attract 100% rates remission.

e Council properties classified as community assets.
e  Council administrative buildings.

e Infrastructural assets for transport, water, wastewater, storm water, and solid
waste management.

e Sports facilities (including Waikato Stadium).
e Claudelands.
e  Carparks (when no fee is charged).

Rates Remission and Postponement on Maori Freehold Land

The objective of this policy is:

e To recognise situations where there is no occupier or no economic or financial
benefit is derived from the land and there is no practical means of enforcing
the rates assessed.

e To grant remission, (where part only of a block is occupied), for the portion of
land unoccupied and unproductive.
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e To encourage owners or trustees to use or develop the land.

e Where the owners cannot be found, to take into account the statutory
limitation of time for the recovery of unpaid rates.

The council's current policy is that a remission of all or part of rates may be granted
in respect of rating units which are Maori freehold land in multiple ownership,
where the land is both unoccupied and unproductive.

This policy addresses the requirements prescribed under Section 108 and Schedule
11 of the Local Government Act 2002 and Section 114 of the Local Government
(Rating) Act 2002.

Conditions and Criteria:

(i) The land must be multiple-owned and unoccupied Maori freehold land,
which is incapable of producing any income and is not used for
residential/commercial/ industrial purpose.

(i)  Arequest for rates remission by the owners must include:
(a) Details of the land
(b)  Documentation that shows the ownership of the land
(c) Reasons why remission is sought.

(iii)  Where after due enquiry the owners of an unoccupied block cannot be
found the Council may apply a remission without the need for a request.

(iv)  If circumstances changes in respect of the land, the Council will review
whether this remission policy is still applicable to the land.

(v)  The Deputy Chief Executive has delegated authority to grant or refuse
remissions under this policy.

(vi)  Any appeals against the decision of the Deputy Chief Executive will be
referred to the Finance & Audit Committee for final determination.

Definitions
The following definitions are taken from section 5 of the Local Government (Rating)
Act 2002:
e Maori freehold land means land whose beneficial ownership has been
determined by the Maori Land Court by freehold order.

e Maori freehold land in multiple ownership means Maori freehold land
owned by more than five persons.
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e Postponed rates means rates for which the requirement to pay is
postponed.

e Remitted rates means rates for which the requirement to pay is remitted.

Rates Postponement - Postponement due to Financial Hardship

The objective of this policy is to provide a measure of rating relief to property
owners where the full payment of rates would otherwise cause financial hardship.
Section 110 of the Local Government Act 2002 and Section 87 of the Local
Government (Rating) Act 2002 provides for the council to postpone rates in cases
of extreme financial hardship. The "Act" provides the necessary authority to grant
relief after the council's full enquiry and on being satisfied that financial hardship
exists or would be caused by non-postponement. Postponed rates are a charge
against the property and must be paid either at the end of the postponement term
or when the property is sold, whichever is the earlier.

All applications for postponement will be treated on a case-by-case basis and
approved/declined by either the Finance Manager or Revenue Manager.

A prerequisite is that the council establish base criteria against which the
acceptability or otherwise of individual applications for rates postponement relief
on grounds of hardship will be able to be judged.

It is proposed that, in the council's opinion, "hardship" may occur and a measure of
relief may be able to be given when all of the following aspects are present:

e  The ratepayer is the property owner.

e The property is used by the ratepayer as his or her permanent place of
residence.

e The property is used solely for residential purposes.
e The ratepayer has not less than 25% equity in the property.

e The total assets of the household are not more than those specified by the set
formula (refer to the council website for details).

e The total rate bill which would otherwise be payable, when compared with the
total gross annual income for the ratepayer's household, exceeds the
appropriate figure as calculated on the application form - (Rates
Postponement Calculation Sheet).

e  For those residential property owners whose disposable income is too low to
clear both arrears and current year's rates within a 24 month period, the
council will consider the postponement of all or part of the arrears that would
not be cleared within a two year time frame. An agreement to regularly pay a
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set amount to cover both current and the nominated amount of arrears is
assumed. Each application will be considered on its individual merits.
Conditions and Criteria are available on the council website.

Process and Period of Postponement

When an application for postponement is approved, the following provisions will

apply:

e Postponement will first apply in the year a completed application is received.
The amount of rates postponed will not incur additional charges.

e Instead of the council requiring payment of the full annual rates bill in the year
in which it falls due, the ratepayer will be required to pay to the council the
appropriate amount shown on the application form as the "Minimum Payment
Scale". The balance of the total annual rates bill will be postponed.

e Any rates postponed shall be registered as a charge on the land.

e Interest may be charged annually on the postponed rates at 10% p.a. or at the
same rate of interest that would be charged by the council's bankers on any
overdraft in the council's name at the commencement of each rating year,
whichever is less.

e The total amount of all postponed rates and charges will be postponed:
- until the death of the property owner; or

- until the applicant/occupier ceases to be the occupier (or one of the
occupiers) of the land; or

- until a date when the applicant/occupier ceases to:
- use the property as his/her permanent place of residence; or to
- use the property solely for residential purposes.

- until a date upon which any of the statements certified by the applicant in
the application for rates postponement are found to have been incorrect
at the time they were made; or

- until a date upon which all or any part of the rates due and owing by the
property owner from time to time, and not postponed, become overdue -
whichever occurs first.

In any case, rates postponement will be for a period of time not exceeding ten
years from the date of application.
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Any Part of the Postponed Rates May be Paid at Any Time

Notwithstanding the above:

e The applicant may elect to "postpone" the payment of a lesser sum than that
which he/she would otherwise be entitled to have postponed under this
policy.

e Any part of the postponed rates and/or interest charges may be paid at any
time.

Ratepayers to be Given Details of Postponed Rates Each Year

Not less than once annually every ratepayer, a part of whose rates have been
postponed under this policy, will be provided with:

e A statement showing the total annual rates currently due.

e A breakdown showing year by year the total amount of the postponed rates
and interest charges.

Following the end of the financial year, a schedule of rates postponed will also be
provided to the council (annually), listing all the properties for which rates
postponements have been granted and which remain outstanding.

When rates are no longer eligible to be postponed on the property, all postponed
rates will be payable immediately.

Other Matters

Rates Payable by Instalments

The Council provides for rates to be paid in four equal instalments. A ratepayer
may elect to pay weekly, fortnightly, monthly by automatic payment through the
banking system. Rates can also be paid by direct debit (weekly fortnightly, monthly
or quarterly), internet and other banking methods.

Rating Penalties

In accordance with Sections 57 & 58 of the Local Government (Rating) Act 2002, a
penalty of 10 per cent is added to all rates assessed (GST inclusive balance) or part
thereof in the current financial year (including general and targeted rates), which
are unpaid after the due date for payment. Previous years rates, which remain
unpaid, will have a further 10 per cent added on 1 September and again on 1
March each year.

Three Yearly Revaluation of Property Values

The rateable property values on which the council bases the general rates
calculation are independently revalued every three years, with the next revaluation
on 1 September 2012 for effect in the 2013/14 rating year.
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The revaluation may affect the amounts assessed against individual rating units
within each differential rating sector relative to other rating units in that sector.

Review of Rating System and Differentials

At its meeting of 18 August 2011, Hamilton City Council considered a report on the
proposal to move Hamilton City to a Capital Value Rating System and resolved to
adopt a Statement of Proposal for consultation using the Special Consultative
Procedure as prescribed by the Local Government Act (LGA 2002.

The community was invited to make submissions for a six week period in
September /October 2011. A total of 2,763 written submissions were received and
130 people spoke to their written submissions at the council hearings in November
2011.

The majority of submissions opposed all aspects of the proposal, preferring to
retain the current rating system (status quo option).

The council’s overall decision was to retain Land Value rating system with the
current differentials and implement a small reduction in CBD rates funded from the
commercial sector. This will be a 95% differential relative to the other commercial
properties within the city. This reduction will be redistributed to the city’s other
commercial sector properties.

The council also decided to retain the 7 current rating differential categories i.e.
residential, multi-unit, inner city apartments, commercial/industrial, rural
residential, small rural and large rural.

The Business Improvement District (BID) area is also proposed to be extended to
align with proposed District Plan. This would increase the number of properties
paying this rate.

The draft Business Improvement District (BID) policy can be found at
www.hamilton.co.nz.
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Rating Information

The Funding Impact Statement should be read in conjunction with the Revenue

and Financing Policy and Rating Policies. Figures in this statement are GST inclusive.

Setting of Rates for 2012/2013
Council sets the following rates under the Local Government (Rating) Act 2002.
General Rate
Targeted Rates:
= Access Hamilton
= Business Improvement District
=  Non-rateable Services 100%
=  Non-rateable Services 50%
= Non Domestic Water Supply

Details of the amount of rates to be collected and the categories who will pay
these rates are listed below:

General Rate

A general rate is set and assessed on the land value of all rateable land in the City.
General rates are set on a differential basis on the land value of all rateable
properties. The differential basis is based on the use to which the land is put. The
different categories of rateable land (differential) are outlined in the table below.
This funding mechanism covers all services of Council. The total revenue sought
for 2012/13 is $133.240 (GST Inclusive).

Differential

Differential rating is used for the general rate only. Other targeted rates are set
without differentials apart from non domestic water supply. The quantum of
general rates required from each differential sector is calculated on an activity-by-
activity basis as described in the Funding Needs Analysis.

The objective of including differentials in the general rate is to achieve a fair and
equitable distribution of the general rate between categories of land having regard
to matters of social, economic, environmental and cultural well being of the
community.

The differentials reflect the fact that some sectors gain a higher share of the
benefits of Council services than others

www.hamilton.co.nz

A general rate set and assessed on a differential basis as follows:

Source Categor | Differential Categories Differential General Rate Revenue (GST

% factor in the dollar inclusive)

of Land Value 2012-13

for 2012-13
(GST
inclusive)

Rates A Residential 1.0000 $0.011209 $83,851,319
General B Inner City Residential Apartments 0.9370 $0.010503 $321,167
Rate C Commercial/Industrial 2.0802 $0.023318 $34,327,737
D CBD Commercial/Ind 1.9762 $0.022152 $10,883,265
E Multi Unit Residential 1.4247 $0.015969 $2,358,127
F Rural Residential 0.4632 $0.005192 $75,129
G Rural Small 0.3341 $0.003745 $1,040,536
H Rural Large 0.1640 $0.001838 $382,870

Category Definitions - General Rate Differential
Each rating unit is allocated to a differential rating category for the purpose of
calculating the general rate. Set out below are the definitions used to allocate

rating units to categories.

Category A - Residential and Other
All rating units -

(i)

services; excluding properties in Categories B, C, E; or

(ii)
(iii)

Used solely or principally for residential purposes as the home or
residence of not more than two households which have available the full Council

2,000 square metres or less in area, used solely or principally for rural
purposes, which receive full water and wastewater services from the Council; or
The residential portion of a property which is used for both residential/

commercial use, i.e. small business operated from residential properties; or

(iv)

Bare land marketed for residential section sales not under development or

land under development for a residential subdivision and no longer used principally
for rural purposes; or

(v)

Category B - Inner City Residential Apartments
All rating units -

(i)

Category C; and

Not otherwise specified in the Category definitions.

Used solely or principally for residential purposes as the home or
residence of not more than two households, excluding properties categorised as
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(ii) Located within the CBD where the Council cannot provide a household
refuse collection service.

Category C - Commercial/Industrial

All rating units -

(i) Used solely or principally for commercial or industrial purposes, but
excluding properties categorised as Category F or G (note: commercial properties
in rural areas will be rated at full commercial and a remission may be applied
subject to the Remission of Rates for Commercial Land Use in a Rural Location
Policy); or

(ii) Used solely or principally for commercial residential purposes, including,
but not limited to, hotels, boarding houses, resthomes, show homes, motels,
residential clubs, hostels; or

(iii) The area of a chartered club used for the restaurant, bar and gaming
machines, will be rated full commercial; or
(iv) The commercial portion of the property, which is used for both

commercial/ residential use, i.e. small business, operated from residential
property; or
(v) All vacant commercial/industrial land.

Definitions

“Commercial residential purposes” are where a property is being provided for
residential accommodation at a fee with the average occupancy period of the
property not exceeding three months. Where the average occupancy exceeds
three months, the property would be classified under the multi-unit category.
Hostel is the residence or lodging place for persons.

Category D — CBD Commercial/ Industrial

All rating units used solely or principally for commercial or industrial purposes
within the defined existing and expanded CBD precinct shown in the map on page
78.

Category E - Multi-Unit Residential

All rating units used solely or principally for residential purposes where there are

three or more dwellings/households on a single title including residential centres,
but excluding properties categorised as Category C.

Also includes hostels operated by charitable trusts that are not classified as 100%
non-rateable land as defined by the Act.
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Category F - Rural Residential

All rating units used solely or principally for residential purposes as the home or
residence of not more than two households that receive all the services of a
residential property apart from stormwater, footpaths and traffic/streetlighting
services.

Category G - Rural Small Holding

All rating units less than 10 hectares in area, used solely or principally for rural
purposes, excluding properties categorised under Category A paragraph (ii) or
Category E.

Category H - Rural Large Holding

All rating units over 10 hectares in area, which are used solely or principally for
rural purposes. For Categories A, F, G and H, rural purposes include agricultural,
horticultural or pastoral purposes and the keeping of bees or poultry or other
livestock.

Uniform Annual General Charge
Council does not use a uniform annual general charge.

Targeted Rates

Targeted Rate - Non-Domestic Water Supply

The targeted rate for non-domestic water supply funds the operating and
depreciation costs of water supplies to Commercial/Industrial, Non-Rateable, Rural
properties.

a) Council will set and assess a targeted rate on a differential basis to all
rating units supplied with non-domestic water supply (as defined by
Hamilton City Council's Water Supply Bylaw 2008) as follows:

(i) a fixed amount on every separately used or inhabited part of a
rating unit supplied with non-domestic water as follows:

. $374 for commercial/industrial properties, non-rateable
properties, or other properties with metered supply;

. $290 for rural properties receiving a restricted flow

supply.
(ii) a charge per unit of water consumed or supplied on

every separately used or inhabited parts of a rating unit in
accordance with the following scale:
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. commercial/industrial properties, non-rateable
properties, or other properties with metered supply - $1.56 per
kilolitre of water supplied after the first 240 kilolitres of
consumption or supply;

o rural properties receiving a restricted flow supply - $1.21
per kilolitre of water supplied after the first 240 kilolitres of
consumption or supply.

(iii) The total revenue sought for 2012/13 is $8.426m (GST
inclusive).

(b) Commercial properties without meters will be charged the minimum
annual charge of $374 (GST inclusive) per property or separately used
inhabited part of a property.

The total revenue sought for 2012/13 is estimated to be $239,360 (GST
inclusive).

Properties in the Waikato District Council and Waipa District Council supplied with
water under contractual arrangements will be charged according to Council’s Fees
and Charging schedule.

Targeted Rate — Access Hamilton

This targeted rate contributes funding for transportation.

The targeted rate for Access Hamilton funds the work programmes and/or
financing costs relating to this project.

A targeted rate relating to Access Hamilton set and assessed at a uniform rate per
dollar of capital value on all categories of rateable property (excluding 100% non-
rateable and 50% non-rateable properties).

The amount raised by this targeted rate will be transferred into a reserve fund and
these funds will be used to fund any of:

. Investigation or associated Access Hamilton capital costs
. Debt servicing of loan funded Access Hamilton capital projects
. Subsidies of transport initiatives, design and feasibility studies and other

operational costs linked to the Access Hamilton strategy.

The targeted rate will be $0.000256532 per dollar of capital value (GST inclusive).
The total revenue sought for 2012/13 is $5,750,000 (GST inclusive).

Targeted Rate — Business Improvement Districts (BID)

This targeted rate contributes funding for economic development.

www.hamilton.co.nz

The defined area of the CBD precinct is shown in the map on page 80.

All separately used or inhabited parts of a rating unit within the precinct, will be
charged the following targeted rate for the Business Improvement District. The
total revenue sought for 2012/13 rating year is $322,000 (GST inclusive).

(a) a fixed amount of $230 (GST inclusive) per separately used or inhabited
parts of a rating unit within the defined area; and
(b) a rate per dollar of capital value required to meet the total revenue (after

allowing for the total revenue raised by the fixed amount of $230 (GST inclusive)
per rating unit or separately used portion of a rating unit, is $0.000034 (GST
inclusive).

The targeted rate income will be transferred to the Hamilton Central Business
Association to fund the respective programmes for the 2012/13 financial year as
outlined in their Business Plan.

Targeted Rate — 100% (fully) Non-Rateable Properties

The targeted rate for Non-Rateable properties for water, refuse and wastewater,
represents a charge for the operating, financing and depreciation costs for these
activities.

Council rates a number of categories of non-rateable land assessed under the Act.
The properties which are 100% (fully) non-rateable (excluding water supply, refuse
collection and wastewater rates) are defined in the Act.

These funding mechanisms cover the Water, Refuse and Wastewater services and
will only be charged if the property receives the service. The total revenue sought
for 2012/13 is $999,350 (GST inclusive).

Details of Targeted Rates
Non-Rateable Water Targeted Rate

(a) a fixed amount of $374 (GST inclusive) per separately used or inhabited
part of a rating unit; and
(b) a rate per dollar of land value required to meet this category’s share of

the full cost of the service, after allowing for the total revenue raised by the fixed
amount of $374 (GST inclusive) per property, is $0.0025610 (GST inclusive).

Non-Rateable Refuse Targeted Rate

(a) a fixed amount of $134 (GST inclusive) per separately used or inhabited
part of a rating unit; and
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(b) a rate per dollar of land value required to meet this category’s share of
the full cost of the service, after allowing for the total revenue raised by the fixed
amount of $134 (GST inclusive) per property, is $0.000861 (GST inclusive).

Non-Rateable Wastewater Targeted Rate

(a) a fixed amount of $401 (GST inclusive) per separately used or inhabited
part of a rating unit; and

(b) The rate per dollar of land value required to meet the full cost of this
category’s share of the wastewater services, after allowing for the total revenue
raised by the fixed amount of $401 (GST inclusive) per property, is $0.002239 (GST
inclusive).

Rating of 50% Non-Rateable Land

Council rates a number of categories of 50% non-rateable land as defined in the
Act. This funding mechanism covers all the services of Council. The total revenue
sought for 2012/13 is $124,200 (GST inclusive).

Targeted Rate - Rating of Community Organisations (Arts Based) - 50% Non-
Rateable

Land in this category will be rated at the 50% general residential rates, which is a
rate per dollar of land value of $0.005605 (GST inclusive).

Targeted Rate - Rating of Sporting and Cultural Organisations - 50% Non-Rateable
Land in the category of Sporting and Cultural Organisations - 50% non-rateable will
be rated at the 50% general residential rates, which is a rate per dollar of land
value of $0.005605 (GST inclusive).

Horsham Downs Hall Rate

Council invoices and collects the following rate on behalf of Waikato District
Council. For further information refer to their LTP. The 2012/13 rate for the
Horsham Downs Hall is $25 (GST inclusive) per property for properties within the
Hamilton City boundary within a defined radius of the Hall.

www.hamilton.co.nz
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Separately Used or Inhabited Part (SUIP) of a Rating Unit Definition

Any part of a rating unit that is, or is able to be, separately used or inhabited by the
ratepayer, or by any other person or body having a right to use or inhabit that part
by virtue of a tenancy, lease, licence, or other agreement.

For clarification, this means that each flat within a block of flats, or each shop
within a block of shops, for example, would be charged the relevant targeted rate.
The same would apply to a farm with more than one dwelling, (i.e. worker
accommodation), or a residential property with a separate fully self-contained unit
available for visitor accommodation.

To avoid doubt, each use that involves a different activity that is conducted by a
person, company, or organisation different to the ratepayer is considered to be a
separate use. For example, if a photographic processing franchise operated within
a store is operated by the store's staff, it is not a separate use. However if the
same franchise is operated by a person, company, or organisation different to the
store operator, it is considered a separate use.

Inspection of Rating Information Database

In accordance with the Local Government (Rating) Act 2002, the District Valuation
Roll and Rates Records are available for public inspection at the Council Offices,
Garden Place, Hamilton, between the hours of 8.00am and 4.45pm on all business
days of the week.

Objections

The Local Government (Rating) Act 2002 provides for the right of objection to
Council’s implementation of their rating policies. Any objections to the allocation of
property use to the council differential categories needs to be in writing to the
Revenue Manager for consideration.
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Rates Sample

| __General | | Access | Access |
| sup | Rates | Rates | | _Rate | (inc ] (incl__| Hamilton | Hamilton |
((nits) | | ] inrates | ] [ Rate | Rate |
80,000 220,000 907 953 46 893 897 14 56
115,000 175,000 1,294 1,334 40 1,283 1,289 11 45
134,000 380,000 1,519 1,599 80 1,495 1,502 24 97
[ Huntingon  [EEFLY0) 445,000 1,925 2,020 95 1,897 1,906 28 114
[ Fairfield L) 550,000 2,322 2,439 117 2,288 2,298 35 141
310,000 770,000 3,508 3,672 164 3,459 3,475 48 198
315,000 675,000 3,558 3,704 146 3,515 3,531 42 173
530,000 850,000 5,968 6,159 191 5,914 5,941 54 218
750,000 1,850,000 8,486 8,881 395 8,369 8,407 116 475
900,000 1,025,000 10,108 10,351 243 10,043 10,088 65 263
1,300,000 3,500,000 14,636 15,470 834 14,507 14,572 129 898
I
118,000 200,000 1,246 1,291 45 1,234 1,239 13 51
235,000 465,000 2,486 2,588 102 2,457 2,468 29 119
I
650,000 1,875,000 15,018 15,637 619 14,900 15,156 118 481
1,200,000 2,150,000 27,643 28,533 890 27,508 27,981 135 552
1,750,000 5,750,000 40,477 42,281 1,804 40,115 40,806 362 1,475
4,750,000 9,750,000 109,498 113,260 3,762 108,884 110,759 614 2,501
I
1,300,000 3,400,000 30,014 31,185 1,171 29,800 30,313 214 872
2,450,000 11,000,000 56,854 59,950 3,096 56,161 57,128 692 2,822
11,120,000 207,700,000 265,303 312,574 47,271 254,904 259,292 10,399 53,282
10,100,000 160,000,000 241,594 276,553 34,959 231,522 235,508 10,072 41,045
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2011/12 | 2012/13 | 2012/13 | 2011/12 2012/13 2011/12 | 2012/13 | 2011/12 | 2012/13

| __General | | Access | Access |

| sup | Rates | Rates | | _Rate | (inc ] (incl__| Hamilton | Hamilton |

((units) | | ] inrates | ] [ _Rate | Rate |
133,000 220,000 1 3,627 3,240 -387 3,049 2,946 237 237 14 56
320,000 960,000 1 7,983 7,597 -386 7,335 7,089 260 262 60 246
500,000 900,000 1 11,776 11,567 -209 11,462 11,076 258 260 57 231
1,175,000 10,250,000 7 28,126 30,612 2,486 26,935 26,028 546 1,954 645 2,629
2,400,000 15,900,000 10 58,807 60,077 1,270 55,015 53,164 2,791 2,834 1,001 4,079
4,450,000 16,600,000 1 103,794 103,621 -173 102,007 98,575 742 787 1,045 4,258
12,000,000 108,600,000 64 299,884 312,045 12,161 275,076 265,821 18,038 18,365 6,770 27,859
I
185,000 455,000 4 2,970 3,071 101 2,941 2,954 29 117
225,000 970,000 10 3,638 3,842 204 3,577 3,593 61 249
425,000 670,000 4 6,799 6,959 160 6,757 6,787 42 172
I
265,000 610,000 1,408 1,532 124 1,370 1,376 38 156
917,000 917,000 4,797 4,996 199 4,739 4,761 58 235
1,325,000 1,530,000 6,944 7,272 328 6,848 6,879 96 392
I
[ Melville ~ ELEN) 500,000 1,840 1,945 105 1,809 1,816 31 128
840,000 1,200,000 3,208 3,454 246 3,132 3,146 76 308
1,800,000 1,810,000 6,826 7,205 379 6,712 6,741 114 464
I
1,400,000 2,100,000 2,694 3,112 418 2,562 2,573 132 539
2,900,000 3,100,000 5,502 6,125 623 5,307 5,330 195 795
9,750,000 10,570,000 18,508 20,630 2,122 17,843 17,919 665 2,712
Rates for sample properties of various types in various locations (properties are chosen to illustrate a range of values, and may not be typical of the stated location)
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Council Funding Impact Statement for the 10 years ended 30 June 2013-2022

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Sources of operating funding

General rates, uniform annual general charges, rates penalties 114,509 115,498 120,546 125,883 131,008 136,931 143,068 148,938 155,628 162,591 169,836
Targeted rates(other than targeted rate for water supply) 2,334 6,258 6,301 6,341 6,888 6,934 6,985 7,535 7,591 7,646 7,706
Subsidies and grants for operating purposes 4,969 3,380 3,508 3,831 3,952 4,079 4,208 4,342 4,482 4,626 4,772
Fees charges and targeted rates for water supply 53,647 44,543 47,398 49,288 50,884 52,522 54,209 55,947 57,776 59,647 61,572
Interest and dividends from investments 237 275 275 325 325 325 325 325 325 325 325
Local authorities fuel tax, fines, infringement fees, and other

receipts 6,131 4,174 4,305 4,446 4,587 4,734 4,884 5,038 5,200 5,367 5,538
Total operating funding 181,827 174,128 182,333 190,114 197,644 205,525 213,679 222,125 231,002 240,202 249,749
Applications of operating funding

Payments to staff & suppliers 131,681 117,964 120,972 122,483 125,627 130,181 134,423 138,542 143,314 148,417 153,580
Finance costs 26,434 23,733 24,812 25,677 26,304 26,869 26,680 26,863 27,227 27,444 27,429
Other operating funding applications 449 1,273 1,553 1,587 1,624 1,658 1,696 1,235 1,273 1,313 1,355
Total applications of operating funding 158,564 142,970 147,337 149,747 153,555 158,708 162,799 166,640 171,814 177,174 182,364
Surplus/(deficit) of operating funding 23,263 31,158 34,996 40,367 44,089 46,817 50,880 55,485 59,188 63,028 67,385
Sources of capital funding

Subsidies and grants for capital expenditure 8,185 1,029 3,714 10,156 4,576 5,341 5,263 4,634 3,397 5,037 5,226
Development and financial contributions 8,679 7,897 7,964 8,290 9,053 9,935 10,745 11,492 11,591 11,759 11,519
Increase/(decrease) in debt 28,842 20,673 2,382 7,010 (3,528) (6,421) (809) 4,949 2,292 (1,342) 1,260
Gross proceeds from the sale of assets 200 2,741 625 - - - - - - - -
Lump sum contributions - - - - - - - - - - -
Total sources of capital funding 45,906 32,340 14,685 25,456 10,101 8,855 15,199 21,075 17,280 15,454 18,005

Application of capital funding
Capital expenditure

-to meet additional demand 14,781 12,420 6,537 9,161 12,110 8,422 11,661 16,257 15,760 18,945 7,169
-to improve the level of service 51,607 23,177 15,695 26,526 10,472 13,907 17,797 21,518 21,342 16,162 31,651
-to replace existing assets 4,343 25,138 27,593 30,106 33,127 34,852 37,487 39,467 40,645 44,018 47,175
Increase/(decrease) in reserves (4,062) 1,116 (1,818) (1,995) (1,487) (1,432) (869) (739) (1,378) (612) (611)
Increase/(decrease) of investments 2,500 1,647 1,674 2,025 (32) (77) 3 57 99 (32) 6
Total application of capital funding 69,169 63,498 49,681 65,823 54,190 55,672 66,079 76,560 76,468 78,482 85,390
Surplus/(deficit) of capital funding (23,263) (31,158) (34,996) (40,367) (44,089) (46,817) (50,880) (55,485) (59,188) (63,028) (67,385)

Funding balance - - - = = o o o o - -
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SUMMARY OF SIGNIFICANCE POLICY

The significance policy guides the Council on when it should be consulting with the
community on large or important matters. The policy applies to all decisions the
council intends to make and to certain decisions on strategic assets.

The more significant the decision the more likely the council will need to:

. Consider the long-term implications.

. Consider the consistency of the decision with previous council decisions.
. Consider the financial implications.

. Engage and consult with the community on their views.

The thresholds below guide the council on when a matter is likely to be significant:

e Any decision to incur unbudgeted operational expenditure exceeding 1%
of budgeted operating expenditure. (2012/13 $19.6m)

e Any decision to incur unbudgeted capital expenditure exceeding 5% of
budgeted capital expenditure. (2012/13 $3.04m)

e Any decision to spend more than 25% of the strategic assets value on a
strategic asset.

e Any transfer of ownership or control, and any proposal to construct or
abandon a strategic asset.

e Any sale of greater than 25% of council’s shareholding in any council
controlled trading organisation or other equity investment exceeding $5m
in value.

. Any decision to alter the service level of a significant activity that, in
council’s assessment, impacts on more than 10% of the residents. (12,925
people)

. Any amendment to the Revenue and Financing Policy or Funding Needs
Analysis that increases the revenue collected from more than 10% of the
residents by more than 10% for that activity and/or that increases rates
from more than 5% of rating units by more than 10% on their current
rates.
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Any matter that breaches one or more of the above thresholds will then be
considered against the following criteria to determine whether it has a high level of
significance and must be consulted upon:

e  The decision affects a large portion of the community in a way that is not
inconsequential.

e  The impact of the decision on affected people is substantial.

. The financial implications of the decision on the council's overall resources
are substantial.

. The outcomes will dramatically impact on the level of service for any
significant activity, and/or will affect the council’s capacity to continue to
carry out an established significant activity.

e  The degree to which the decision is difficult to reverse.

. The extent to which the decision flows logically and consequentially from a
significant decision already made.

The Council can choose to consult on any matter at anytime, even if these
thresholds are not meet.

The full Significance Policy, including definitions can be found at
www.hamilton.co.nz keyword “Significance Policy”
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STATEMENT OF SIGNIFICANT VARIATION:

2012-22 10-YEAR PLAN VOLUME TWO

Water and Sanitary Services Assessment and Waste Management Plan

Council is required under the Local Government Act 2002 to identify any significant
variations between the proposals outlined in its 10-Year Plan and its:

a. Assessment of Water and Other Sanitary Services.

b. Waste Management and Minimisation Plan.

Assessment of Water and Other Sanitary Services

Council’s “Water and other Sanitary Services’ Assessment was adopted on 27 June
2005. Itincludes all services relating to water supply, wastewater and stormwater
services, waste disposal, public toilets and cemeteries and crematoria. This
assessment is required by the Local Government Act 2002 and aims to determine
whether public health in the city is adequately protected through the provision of
these services, both now and in the future.

Waste Management and Minimisation Plan

Under the Waste Minimisation Act 2008, Council has a legal responsibility to
promote effective and efficient waste management and minimisation. Council’s
draft 2012 Waste Management and Minimisation Plan (required by the Waste
Minimisation Act) provides a strategic framework for how this will be achieved.
Council’s vision is to become recognised as a national leader in the minimisation of
waste and to ensure that innovative and sound waste management practices
underpin the city’s environmental, social, economic and cultural well-being.

Statement of Significant Variation

The proposals contained in Council’s 2012-22 10-Year Plan have been reviewed
against the Assessment of Water and Other Sanitary Services and the Waste
Minimisation and Management Plan. Overall, the proposals in the 10-Year Plan are
consistent with the direction in these documents.
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The only significant variation identified is Council’s decision not to introduce a user
pays kerbside refuse bag collection service as part of the 10-Year Plan. This
initiative is included in the draft Waste Minimisation and Management Plan. This
variation is also noted in Volume 1 of the 2012-22 10-Year Plan in the Solid Waste
section (page 59).
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SIGNIFICANT FORECASTING ASSUMPTIONS

This section is designed to identify the significant assumptions made and explain
the risks associated with those assumptions. Where there is a high level of
uncertainty the potential effects of the assumptions being incorrect are also
identified.

Interest Rates

The interest rates used are a combination of what we know due to fixing the
interest rate through the use of financial instruments, and an estimate of what
will occur in the future. The interest rates used include consideration of
borrowing margins that Council will incur when borrowing from the Local
Government Funding Agency as well as other lenders. Rates used are as follows:

12/13 | 13/14 | 14/15 | 15/16 | 16/17 | 17/18 | 18/19 | 19/20 | 20/21 | 21/22

5.85% | 6.0% 6.15% | 6.3% 6.5% | 6.5% 6.5% 6.5% 6.5% 6.5%

There is a high degree of uncertainty around borrowing costs due to the
fluctuations of interest rates.

Interest costs average around $26 m per year over the 10-Year Plan. A 1% change
in interest rates would result in a change of around $4.4m per annum.

Inflation treatment

The preparation of the budget has included the following inflation assumptions
(based on BERL forecasting for the Local Government sector).

Year 1, 2% on wages and salaries and 3.2% on some revenue lines which were
not increased through the service evaluations.

Years 2-10, 3.2% on all operating expense and revenue lines, and 4% on capital
expenditure.

There is a high level of uncertainty associated with these inflation assumptions.

If the impact of inflation on Council’s budgets turns out to be higher than
forecast and Council did not wish to generate additional revenue by increasing
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rates, then either additional operational efficiencies or reduction in service levels
or planned capital expenditure would need to be considered.

Should the impact of inflation turn out to be lower than forecast then there
would be a favourable impact on Council’s operating and capital expenditure
budgets.

Debt funding

It is assumed that 80% of our debt funding will be accessed through the Local
Government Funding Agency.

Capital expenditure to upgrade or build new assets is funded through debt, while
capital expenditure to replace assets is funded from rates. The timing of loan
repayments has been set at a level to achieve debt levels of around $440 million
or less. In previous years, loan repayments have been set at 4% of the principal
amount outstanding.

Development Contributions revenue

The amount of DC revenue to be received has been calculated in line with the DC
model and assumptions. The revenue included is as follows (in millions):

12/13 | 13/14 | 14/15 | 15/16 | 16/17 | 17/18 | 18/19 | 19/20 | 20/21 | 21/22

6.256 | 6.362 | 6.571 | 7.383 | 8.233 | 9.031 | 9.650 | 9.747 | 9.777 | 9.536

Assumptions included in the DC model:

There will be development on vacant sections that will not incur DC charges, and
also on legacy sections consented at cheaper historical rates that will incur lower
than current DC charges when titled — an adjustment has been made for this

A reduced (%) charge for higher density residential development has been
factored in, with the higher density residential development being assumed to
constitute 21% of total development.

The growth assumptions (below) inform the shape of the revenue line.

A variable “leakage” factor has been applied to the revenue output to allow for
credits (through special assessments), remissions, delayed and late payment,
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development that may be unlikely to eventuate, and other undetermined
leakage.

It is assumed that the projected DC revenue will not alter significantly due to any
subsequent minor changes that may be needed in the DC model or capital
programme.

Dwelling growth rates

Assumption: low dwelling growth is expected until at least past the medium-
term.

Previous 2009-19 long term plan: 2009/19 LTP growth forecasts were based on
population projections done by the University of Waikato Population Studies
Centre in 2008 that generated high growth forecasts, reflecting the credit bubble
and migration trends during the economic boom leading up to 2007.

Rationale/methodology: dwelling growth in Hamilton has stalled since 2008
following the economic downturn in the US and Europe impacting New Zealand
following the onset of the 2007 Global Financial Crisis, leading to constrained
credit, a substantial downturn in the construction industry, and lower general
economic activity. An internal review of these projections has been undertaken
as part of the 2012-22 10-Year Plan underlying assumptions work. The review has
used latest economic forecasts by external economists to inform the revision of
population forecasts. There has been no census since the original demographic
forecasts were undertaken in 2008 to inform the testing of the previous
demographic assumptions. Therefore input data for this exercise was limited to
recent development activity data and independent economic growth forecasts.

Uncertainty: that future dwelling growth differs materially from forecasts.

Potential effects: substantial variations will impact DC revenue, rates revenue,
and potentially capital expenditure levels. The downside risk is significantly
mitigated by very conservative dwelling growth projections and the application
of several growth ‘discounts’. If the forecasts used in the 2012-22 10-Year Plan
turn out to be significantly lower than actual growth, Council has ability to
respond by increasing growth related capital expenditure to accommodate this
growth, if an additional capital project response is required . Any increase in
capital expenditure will need to be moderated by what can be funded by
revenue increases from unbudgeted development contributions and new rates
revenue. There may be an impact on debt ratios if unplanned capital expenditure
is funded from loans noting that from years 5-10 of the plan an unallocated sum
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of $32.4m has been allowed to fund growth contingency costs such as this
described.

Job and population growth rates

Assumption: less than 1% job growth per year, leading to low migration and
hence constrained population growth.

Rationale/methodology: a major driver of migration into Hamilton is job growth,
and since 2007 the number of employees in the city has not increased.
Accordingly, the low series of the 2008 population projections has been taken as
the most appropriate base data, and this has further been constrained to job
growth to align with independent economic forecasts for Hamilton from
Infometrics, which indicate that job growth is projected to track at less than 1%
per annum over the longer term.

Uncertainty: significant uncertainty exists due the delay of the 2011 census
preventing updated reliable population numbers. Intercensal estimates of region
specific population flows and growth are hard to determine and generally need
to be revised after each census.

Potential effects: reduced DC revenue, rates revenue, and potentially lower
capital expenditure costs resulting from low actual population growth driven by
low job growth.

Non-residential growth rates
Assumption: low constrained core non-residential projected growth.

Rationale/methodology: projections for core non-residential growth (new
hectares, jobs, and floor area by sector) were derived from the 2010 low series
population projections by Property Economics. These were again further
constrained to align with Infometrics (considerably lower) 2011 long term job
forecasts for Hamilton.

Uncertainty: that non-residential growth differs materially from forecasts due to
‘lumpy’ growth, and a somewhat unpredictable non-residential growth
environment.

Potential effects: substantial variations will impact DC revenue, rates revenue,
and potentially capital expenditure levels. Low growth assumptions have been
used to mitigate potential adverse effects if growth is lower than projected.
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Development uptake of currently vacant sections

Assumption: that ‘equivalent vacant sections’ discount future growth
assumptions at a determined reducing rate over future years.

Rationale/methodology: ‘equivalent vacant sections’ are the combination of
known existing vacant sections, and ‘legacy sections’ consented at lower rates
and converted at today’s rates. These have been added to residential supply
capacity for growth assumptions, with an assumed rate of uptake based on
recent history, but decreasing over time.

Uncertainty: uptake of equivalent vacant sections is difficult to predict, and
depends on market conditions and individual developer strategies. Equivalent
vacant section numbers represent a material proportion of total developable
land, however good information of vacant and legacy sections is held.

Potential effects: if the uptake of sections classified as ‘equivalent vacant
sections’ is higher than projected, this will soak up demand from new
developments, and have a negative impact on DC revenue, rates revenue, and
potentially capital expenditure levels.

Ageing population

People aged 60 years and above constitute Hamilton’s fastest growing age group.
Population projections indicate that this group will increase from 15% of
Hamilton’s population to around 20% over the next 10 years. This has been
factored into the dwelling and population projections upon which Hamilton City’s
growth projections are based. It has been assumed that the growth in this group
will not substantially offset the impact of lower employment growth that is
forecast to constrain overall growth.

Impact from outlying districts

Growth rates in the surrounding districts are also expected to be lower than
assumed at the last LTP, and these districts are not expected to grow significantly
faster than Hamilton City. For this reason it is expected that the impact on
Hamilton City of growth in the surrounding districts will be in line with that
experienced in recent years, and no special allowance has been made to
accommodate any changes in this regard.
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Property Investment

Return on investment in property is based on the objective to maximize the
financial return to the city by operating these property assets to achieve the
market or better than the market rate of return through maximum rental
income, high levels of building occupancy and with quality tenants. Rents have
been set in line with prevailing market conditions.

Asset Sales

Council has budgeted for housing asset sales of $2.476m in the 2012/13 financial

year on the basis that these assets will only be sold if Council receives a fair price.

Council is prepared to wait until the right buyer makes that fair offer. Proceeds
from the sale of some assets will be applied to debt. These decisions will be
considered over the next year.

Revaluation of Non-Current Assets

Revaluations have only been calculated on Property Plant and Equipment as they
are Councils largest area of non-current assets. The revaluation has been
calculated on the proceeding years balance as disclosed in the Statement of
Financial Position with an inflation allowance of 4% per annum.

Third party funding - New Zealand Transport Agency Subsidies

Council has assumed that operating and capital expenditure programs which
have in the past received NZTA subsidies and/or satisfy the criteria that NZTA
require in order to provide subsidy will continue to receive subsidy funding over
the course of the 10-Year Plan.

The subsidy rates that have generally been applied are 45% for programs defined
by NZTA to be of an operational nature and 55% for programs defined by NZTA
to be of a capital nature.

Council has also assumed that the level of these subsidies will be adjusted up
over the course of the 10 Year Plan by an inflation factor consistent with the
inflation factors shown in table 4 above.
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Third party funding - Waste minimisation levy

Over the full term of 10-Year Plan Council has assumed that levy contributions
from central government under the relevant provisions of the Waste
Minimisation Act 2008 will still be received. Council will apply these funds to
projects that meet the criteria set out in the same Act.

Third party funding - Project Watershed funding

Over the full term of 10-Year Plan Council has assumed that contributions will
still be received from Waikato Regional Council for Project Watershed projects.
These contributions are sourced from the Waikato Regional Council targeted rate
for Project Watershed. Council will apply these funds to projects that meet the
criteria set out in the project Watershed agreement between Council and
Waikato Regional Council.

Useful lives of significant assets

Assets are depreciated on a straight-line basis over their useful lives with annual
depreciation expense included in the total costs for each significant service. The
Council has made a number of assumptions about the useful lives of its assets.
These are disclosed in the depreciation note within Note 1 Statement of
Accounting Policies included earlier in this document.

Sources of funds for replacement of significant assets

Replacement of assets (renewals) are primarily funded from rates, and capital
expenditure is funded by loans.

Climate Change

The New Zealand Climate Change Office (NZCCO) has been established as a
business unit within the Ministry for the Environment responsible for leading the
development, coordination and implementation of whole-of-government climate
change policy. Climate trends are monitored by the NZCCO, which has predicted
impacts of a moderate rate of climate change for the Waikato, including changes
in average temperature, sea level rise and rainfall patterns. In general, Waikato,
like much of the west coast of the New Zealand, is likely to become warmer and
wetter.
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There is variation with different predictions of likely changes to climate from
different agencies and organisations. However the impact on Council’s
infrastructure is considered acceptable when compared with the currently used
design standards for new infrastructure if the NZCCO predicted impacts are
generally accurate for:
= average temperature increases of 0.5 - 0.7°C, strongest warming in
winter, temperatures up to 3°C warmer over the next 70 - 100 years and
=  Up to 20% wetter with more varied rainfall patterns and flooding up to
four times as frequent by 2070

The topography and general lack of natural hazards in Hamilton is considered an
advantage of other parts of the country (such as coastal communities) that will
be more directly impacted by changes to climate.

Future Legislative changes

The details of future legislative changes are unclear and therefore unable to be
anticipated with any level of certainty.

The information that has been made available through various policy
announcements to date suggests that the potential risks to materially impact the
10-Year Plan are moderate in scale. However given the lack of detail available on
future legislative changes and their timing, the projects contained in the 10-Year
Plan have been planned based on the current legislative regime.

Changes to other legislation affecting the operation of Council cannot be
anticipated at this point and therefore the 10-Year Plan has been developed
based on current legislation and policy.

Resource Consents

It has been broadly assumed that the necessary consents will be able to be
obtained and funding provision and time has been made within the relevant
capital project budget and programme plan to facilitate obtaining the necessary
planning permissions. The provision made has been determined by the relevant
asset / budget manager based on previous experience and expert knowledge of
the contemporary planning framework and legislation.

Throughout New Zealand there is a developing trend for resource consents and
designations to be more difficult to obtain, and for more severe conditions of
approval to be imposed. Within the wider Hamilton area, the passage of the
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Waikato-Tainui Raupatu Claims (Waikato River) Settlement Bill will also impact
the gaining of resource consents and the processes required. However as the Bill
has yet to be enacted and the final details of process determined - the 10-Year
Plan has been developed based on the current legislative regime.
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