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COMPARATIVE RATE MOVEMENTS FOR BENCHMARK PROPERTIES

A | B | ¢ | D | E F G H 1 K | L [ M
1 |SUMMARISED RATE MOVEMENT EFFECTS - BENCHMARKS DRAFT PLAN
2 | OLD § NEW § | 20082009 | 200910 2009-10
2008.09 REVALUATION $ inc. on % inc. on

3 "INDICATIVE ONLY" Land Capital Land Capital MVT % ACTUAL U e LY 2009-10 2008-09 2008-09

4 | Vale Value Value Value LY. CV. LEVY LEVY BUDGET Actual Actual
248
249
250IPICTON VICINITY
251
252]24. Speeds Road | 1,160,000 1,290,000 2,600,000] 2,750,000 124.14% 113.18% |
253 |
254]General Rates/Charges | | 1,994 69 201891 3,008.56 1,013.87 50.83%
255|W .V River - Rural C/D | 305.13 480.53 49334 | 18821 61.68%
256]TOTAL 2,299.82 3,399.44 3,501,90 1,202.08 52.27%
257 | | |
258
259|25. N gakuta Bay | 180,000 395,000 180,000 395,000 0.00% 0.00% |
260) |
261|General Rates/Charges | 650.83 578.11 59921 | (51.62) -7.93%
262|TOTAL 650.83 578.11 599.21 . (51.62) -7.93%
263 j [
264| GENERAL RURAL i
265 j
266]26. French Pass | 2.800,000| 3,500,000 3,800,000| 4,600,000 35.71% 31.43%
267 ; ;
268|General Rates/Charges 7.325.86 7.206.85 7.431.72 | 105.86 1.45%
269|French Pass Road Chge 97.00 97.00 101.00 | 4.00 4.12%
270 Tourism - Accom <30 | 168.75 168.75 168.75 0.00 0.00%
271]TOTAL 7,591.61 7,472.60 7,701.47 109.86 1.45%
272 ' I
277127. M 0a | 3.200,000| 4,000,000| 4.300,000] 35.200,000] 34.38% 30.00%
278 i ; ' |
279|General Rates/Charges | | 8.274.42 8.064.85 8,316.42 | 42.00 0.51%
280} Kenepuru Road Rate | 475.24 569.26 58361 | 10837 22.80%
281 TOTAL | 8,749.66 8,634.11 8,900.03 150.37 1.72%
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COMPARATIVE RATE MOVEMENTS FOR BENCHMARK PROPERTIES

A | B | ¢ | D | E F G H i K [ L [ M
1 |SUMMARISED RATE MOVEMENT EFFECTS - BENCHMARKS DRAFT PLAN
2 oLD § NEW § 2008-2009 [ 200010 2009-10
2008-09 REVALUATION $ inc.on | % inc. on

3 *INDICATIVE ONLY" Land Capital Land Capital MVT % ACHIAL EQUIV TR 200910 2008-09 2008-09

4 Value Value Value Value L.V. CV. LEVY LEVY BUDGET Actual Actual
282
[283]28. Opouri Valley 1,230,000] 1,620,000 2,750,000 3,250,000 123.58%| 100.62%
284
| 285]General Rates/Charges 3.259.80 5.062.03 5.219.85 1.960.05 60.13%
286|TOTAL 3259.80 5062.03 521985 1,960.05 60.13%
287
| 288] AWATERE RURAL
289
200|29. Barewood Road 2,220,000] 2,400,000 2,350,000| 2,500,000 5.86% 4.17%
201
202 General Rates/Charges 5.264.46 4,032.63 4,158.09 (1,106.37) -21.02%
293|Water (Based on 3150 M3) 3.490.00 3,490.00 5,732.25 224225 64.25%
294|TOTAL 8,754.46 7,522.63  9,890.34 1,135.88 12.97%
295
296|HAVELOCK
298] 30. Lawrence St 160,000)  295.000] 225000  360,000|  40.63% 22.03%
299
300]General Rates/Charges 722,42 729.10 752.12 29,70 4.11%
301 Sewerage 475.54 472.49 578.84 103.30 21.72%
302 Water 590.65 580.66 634.66 44,01 7.45%
303|TOTAL 1,788.61 1,782.25 1,965.62 177.01 9,90%
304
305|SEDDON TOWNSHIP
306
307]31. Wilson Street 53,000 205,000 95,000 290,000 79.25% 41.46%
[308| General Rates/Charges 468 68 506.02 522.09 53.41 11.40%
309 Sewerage 323 86 323.96 42423 100,37 30.99%
ﬁ Water (Based on 275 M3} 327.50 327.50 586.00 258.50 78.93%
311|TOTAL 1,120.04 1,157.48 1,532.32 412.28 36.81%
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COMPARATIVE RATE MOVEMENTS FOR BENCHMARK PROPERTIES

Council Meeting - 19 February 2009

A | B | ¢ | D | E F G H 1 K | L [ M
1 |SUMMARISED RATE MOVEMENT EFFECTS - BENCHMARKS DRAFT PLAN
2 | OLD & NEW § 20082009 2009-10 2009-10
2008.09 REVALUATION $ inc. on % inc. on

3 "INDICATIVE ONLY" Land Capital Land Capital MVT % ACTUAL U e LY 2009-10 2008-09 2008-09

4 Value Value Value Value LY. CV. LEVY LEVY BUDGET Actual Actual
314
315]ADMIN RURAL
316
317132. Richmond Bay | 7.395.000| 7.988.000| 9.958000| 10,750,000 34.66% 34.58%
313 ' .
319]General Rates/Charges 7.478.37 7.647.06 7.799 .68 321.31 4.30%
320| Tourism 168.75 168.75 168.75 0.00 0.00%
321|TOTAL 7,647.12 7.815.81 7,968.43 321.31 4.20%
322 ; '
324133. Curious Cove 250,000 410,000 250,000 410,000 0.00% 0.00%
325
| 326 General Rates/Charges 529.74 474.07 48645 | (43.29) -8.17%
327|TOTAL 529.74 474.07 486.45 (43.29) -8.17%
331 | '
332]34. Bay of Many Coves | 310,000| 485,000 415,000 | 600,000 33.87% 23.711%
333
| 334 General Rates/Charges 585.59 590.94 605.55 19.96 3.41%
335|TOTAL 585.59 590.94 605.55 19.96 341%
337|5ue , |
338 O WCorporatent ferencel AnnualPlank2009- 10 Annual Pian Files\Dimft Plan'Emance and A otountinghi 1) Initinl Plans'Bea Rates Beports\Curment\{ 2009. 10 BENCHMARES 03 02.09 for Budget Mesting 1902 09b.xls] 10 YEAR hvts
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3.17. Reserve Balances (S360-03)

(Report prepared by W Watts

Purpose

The purpose of this agenda item is to outline the forecast balances in Council’s reserves, and to
highlight the adequacy of the disaster recovery reserves.

1.

Reserve Balances
Port Company Reserve

2.

2009-10 | 2010-11 | 2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16 | 2016-17 | 2017-18 | 2018-19
(706) (581) (484) (404) (304) (204) (104) (4) 96 196

This reserve provides an annual subsidy of $1 million towards general-type rates and charges, as

well as contributing $50,000 p.a. towards funding Destination Marlborough and $50,000 p.a. for

the Roading Network. The reserve’s debit balance will be progressively cleared by 2016-17. (The

deficits have arisen as a result of part funding $6 million for the Marlborough Aquatic Centre

upgrade, and $5 million for the Picton Foreshore development).

Marlborough Regional Forestry

2009-10 | 2010-11 | 2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16 | 2016-17 | 2017-18 | 2018-19
(2,766) | (2,444) | (3,647) | (3,326) | (2,441) | (1,533) (599) 362 1,352 2,372

Distributions from Marlborough Regional Forestry are dependent on harvesting targets being

achieved. $220,000 per annum is committed to ensure funds are available for the Council's central

computer systems and Council utilises the remaining funds principally for infrastructure. A

Council subsidy for the treatment of Awatere’s water supply of $2 million has also been sourced

from this reserve.

(Once this reserve comes into credit it is proposed to be amalgamated with the Infrastructure

Upgrade Reserve).

Forest Hills/Taylor Pass

2009-10 | 2010-11 | 2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16 | 2016-17 | 2017-18 | 2018-19
6,472 8,002 2,984 4,587 4,568 6,240 6,219 7,970 7,948 9,786

The balance in this reserve includes proceeds from all stages for Forest Hills, and the sale of stage

one in Taylor Pass. Stage one of Taylor Pass has been sold and is conditional on the works being

completed and titles being issued. Traditionally this reserve has been utilised to fund important

community infrastructure, as opposed to assistance for essential infrastructure which has been

funded by other reserves.

Income has been budgeted for future Taylor Pass development, however this is not likely to occur

until there is a resolution of the current national and world-wide economic climate.

(The current budget provides for $5 million to be made available for the proposed new Civic

Theatre)

Wairau River Reserves

2009-10 | 2010-11 | 2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16 | 2016-17 | 2017-18 | 2018-19
2,222 2,286 2,196 2,095 1,985 1,864 1,741 1,608 1,465 1,312

These Reserves are primarily used to assist with maintaining Council’s Rivers and Flood Protection

system. The reserve balance reduces during the life of this plan however an appropriate balance is
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still being maintained for river control purposes, to ensure the activity has reserves to meet the
development of river control assets and to meet any unplanned expenditure.

Depreciation Reserves

2009-10 | 2010-11 | 2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16 | 2016-17 | 2017-18 | 2018-19

5,227 4,984 6,760 6,045 7,533 8,568 10,896 12,421 14,234 16,363

These amounts represent the depreciation funded to reserves from each activity of Council net of
any transfers funded from the reserve (e.g. funding of capital or debt repayment). The build up in
the reserve is largely due to the capital expenditure on water and sewerage assets and the resulting
depreciation.

Disaster Recovery Reserves

2009-10 | 2010-11 | 2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16 | 2016-17 | 2017-18 | 2018-19

7,384 7,563 7,747 7,937 8,134 8,338 8,550 8,770 8,999

These reserves have been built up and set aside for the replacement of Councils infrastructure
(including roading and rivers) in the event of a disaster.

Council has reviewed the estimated loss as a result of a disaster (typically an earthquake) and the
estimated damage to Council’s infrastructure (water, sewerage, storm water, roads and river
protection) has been assessed at $24.7 million. Council has Local Authority Protection Plan
(LAPP) cover, and river asset insurance and would be eligible for Government assistance including
New Zealand Transport Agency assistance. In summary a significant 1/1000 year event is
estimated to create damage of $24.7 million to Council infrastructure and after taking account of
insurance, LAPP funding and Central Government funding it has been assessed that Council would
still have an excess in its infrastructure disaster reserve of $1.8 million.

This reserve also provides funding for smaller events such as the Picton floods in 2004. There are
sufficient funds in the reserve to meet these events in the conceivable future. The reserve has
continued to be funded with interest in order to ensure that the balance keeps up with inflation and
is able to fund minor events.

Infrastructure Upgrade Reserve

2009-10 | 2010-11 | 2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16 | 2016-17 | 2017-18 | 2018-19

(2,252) | (1,877) | (1,570) | (1,276) | (988) (700) (411) (123) 165

This reserve was established to assist meet infrastructure demands for new schemes (e.g.
Grovetown sewerage scheme) and significant upgrade requirements for other schemes.

The fund has the following income streams:

o Taxation benefits — MDC Holdings Limited $550,000 per annum.
o Property lease income $1.9 million per annum.
Total $2.450 million per annum

The annual income is sufficient to fund debt servicing costs for infrastructure expenditure of
approximately $26.9 million.

Please note that while the Infrastructure upgrade is showing negative balances, this reflects that
loans for the entire amount are not raised at the beginning of the period.

The Grovetown Sewerage Scheme has already received $125,129 from this reserve in 2007/08, and
approved funding for other activities in 2008/09 is as follows:

e Grovetown Sewerage $998,026
e Spring Creek Sewerage $787,815
e Blenheim Water $2,090,625
e Havelock Water $ 87,579
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Proposed funding (included in the draft LTCCP) for the following activities is detailed below:

Grovetown Sewerage

Picton Sewerage *
Marlborough Aquatic Centre
Picton Water*

Renwick Water*

RECOMMENDED
That the report be received.

0O:\Admin\R-S\S360\03\Budget meeting - Reserve Balances-Bwa-re.doc

$492,385 (2009/10)

$12,000,000 (2009/10 — 2012/13)
$4,121,920 (2010/11)
$4,900,000 (2009/10 — 2011/12)
$4,000,000 (2009/10 — 2011/12)
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3.18. Roading Budgets (R825-01)

(Clr Maher) (Report prepared by M Wheeler)

Purpose

1.

This report summarises the financial projections made in the review of the Roading Asset
Management Plan and recommends budget adjustments from 2010/11.

Background

2.

Asset Management Plans have been reviewed to bring together road conditions, growth and levels
of service information in order to project future works and related costs.

Generally the review has reinforced the roading issues Council has been considering in recent
times. 2009/10 budgets can be held, but not without constraint on discretionary works.

However, major maintenance contract renewals in 2010/11 and 2011/12 are forecast to require
budget increases, given roading cost escalations since the contracts were last tendered in 2005 and
2006.

The Plan also recommends increases in levels of service in some expenditure categories with cost
implications from 2010/11 onwards.

Discussion

6.

The 9 February 2009 Assets & Services Committee considered a report on roading expenditure
projections for the current financial year (ending 30 June 2009).

It was reported that roading budgets have included inflationary estimates totalling 11.4% to date
since 2005. However, Statistics NZ construction cost indices now total 28.9% for maintenance and
75.7% for reseals over that same period. The effect of this is to require a minimum of
“discretionary” expenditure and deferment of seal widening and seal extension works in order to
remain within the annual budget.

When the maintenance contracts are retendered in 2010/11 and 2011/12 it is conceivable that
current escalations and possibly, further escalations from now will be reflected in tender prices.
Comparisons with other regions and discussion with the incumbent contractor also suggest market
adjustments, upwards, may occur. Of course economic conditions could have a downward effect
on costs too.

Levels of service improvements are discretionary and are proposed in the Asset Management Plan
for the 2010/11 and 2011/12 years as follows:

Sealed Pavements
Thin Asphaltic Surfacing $190,000
Applied to roads over 5,000 vehicles per day to provide smoother high volume
roads

Unsealed Pavements

Structural Upgrading $100,000
Caters for heavy traffic increases on gravel roads. Without it roads will decline
severely
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Bridges
Routine Maintenance $130,000
Accelerated Timber Bridge Replacement $180,000

83 timber bridges which are becoming increasingly difficult to economically
maintain. Deterioration will mean economic loss due to weight and speed
restrictions.

Street Cleaning
Additional Glass and Litter Pick Up $50,000

It is increasingly difficult to maintain high standards of glass and litter clean ups
with current contractual and budget arrangements.

Footpaths

Footpath renewals $160,000
Lifecycle replacement needs — 4km per annum

Sundry $10,000
Projected 2010/11 and 2011/12 increase for level of service $820,000

10. These projected increases can be considered in more detail prior to and during next years Annual
Plan process and have no impact on 2009/10 rates.

RECOMMENDED
That contract escalation and levels of service improvements be budgeted from 2010/11 according to
Asset Management Plan projections

Admin\R-S\R825\01\Council Budget Meeting-19Feb09-Roading Budgets-MWh-re.doc
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3.19. Marlborough Regional Development Trust (E045-03)

(CIr Hope) (Report prepared by A Besley)

Purpose of Report

1. The purpose of this report is for Council to review the regional development services Council
purchases from the Marlborough Regional Development Trust (MRDT).

Background

2. MRDT was formed in 1999 following a series of community meetings on how to progress regional
development. The Trust is an independent organisation and was not formed by Council.

3. The establishment of MRDT coincided with the election of the Labour Government in 1999 and
the then Minster for Economic Development’s desire for economic development in the regions.

4, The Government established the Major Regional Initiatives Fund (MRI). One of the criteria
required to access the fund was the establishment of regional partnerships which collectively
supported economic development initiatives. MRDT was able to demonstrate that Marlborough
met this criteria.

5. Marlborough received two MRIs. These were the Wine Research Centre and the Aviation Heritage
Centre. Council provided the project management resources for these initiatives.

6. The MRI fund has moved from being based on regions to one that is nationally contestable and is
restricted to $10 million in total. This has effectively reduced the incentive for Marlborough to
apply for further funding. The future of the fund is uncertain due to the recent change of
Government.

7. MRDT’s main role since 1999 has been in the area of strategic planning for the region. In addition the
Trust has taken an advocacy role on various economic development issues. MRDT has also been
involved in various commercial initiatives with a view of establishing an income source from these
projects.

8. The activities of MRDT are described as follows in their Annual Report for the 2007/2008
financial year:

Expenditure:

Administration $154,581
Strategy and Advocacy $65,143
Projects and Initiatives $112,004
$431,728
Income:
Marlborough District Council
- Annual Grant $155,000
- One-off grant for specific project $38,984
New Zealand Trade and Enterprise (NZTE) $81,450
Ministry of Social Development $18,462
Community Trust $14,479
Affordable Housing Grant Central Government $42,256
Other funding $37,734
$388,365
9. Income and activities vary from year to year depending on funding from agencies. Every three
years New Zealand Trade and Enterprise provides funding for strategy development. In 2007 this
amounted to $71,000.
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MRDT’s financial accounts for 2007/2008 show that funding is unspent for a number of projects.
Current liabilities of $200,758 exceed current assets of $191,599. Investments in subsidiary or
associated organisations amount to $54,000.

From Council’s perspective the MRI programme was of considerable interest.

NZTE also provides Government funding to progress regional economic development initiatives.
They require that the funds be channelled through a regional governance group that covers Nelson,
Marlborough and Tasman. Approximately $750,000 is available across the top of the south every
three years. MRDT currently represents and provides support services for Marlborough to the
Regional Governance Group.

Comment

13.

14.

15.

16.

17.

18.

19.

Regional development has always been a responsibility of Council. It has traditionally carried out
this function through the provision of infrastructure such as roads, river control, drainage systems,
sewerage, water and urban centres. Council has also had an active role in economic development
initiative opportunities that have been offered by Central Government such as the MRI projects.

Council prepares a number of strategy documents such as the Long Term Council Community Plan
(LTCCP), Regional Policy Statement and the District Plans. It could be argued that regional
development strategies should also be prepared by Council or be part of existing strategy
documents.

MRDT has had a role in coordinating strategies across the top of the south for new infrastructure
such as broadband initiatives. Broadband is an essential infrastructure requirement for the district.
It is important that either Council or MRDT continue to have an active role in ensuring that
Government funding for broadband is accessed and that opportunities to improve access are
realised.

It is also important for Marlborough to continue to be part of the Top of the South Regional
Governance Group for Economic Development to ensure that access to Government funding is
maintained. This could be carried out by either MRDT or Council itself.

It has been suggested to MRDT in the past that they may wish to assist Council identify and apply
for funding from Central Government for essential infrastructure. In the current economic
environment and the appointment of a new Minister for Infrastructure this is an important task. It
could be argued that ensuring that Marlborough accesses as much Central Government funding for
infrastructure as possible is the most important economic development initiative for the next few
years.

The focus of the previous Government was on regional economic development by way of
community partnerships and economic development organisations were seen as the way of
achieving this. The new Government seems to be placing an emphasis on infrastructural assets and
the question is the suitability of MRDT to take advantage of this change.

MRDT has had difficulty in making progress in some areas such as its affordable housing and
workplace development projects. MRDT may not have sufficient capability to operate in these
areas. One of the problems for MRDT is that it can get itself into a cycle of chasing small amounts
of Government funding for minor projects which have onerous bureaucratic reporting
requirements. A lot of time and energy can be spent on funding applications and reporting on
progress.

Funding

20.

21.

Council could simply decide to accept that funding of $155,000 per annum and from time to time
one-off funding for projects should continue to be provided to MRDT.

If Council decided to continue funding MRDT it would be accepting that the Trust is not

duplicating Council planning documents and that the strategy documents it produces are still an
appropriate response to the current economic environment and the new Government.
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22.  Another option is for Council to produce economic development services itself. Council has
recently amalgamated strategic policy functions in one area that covers both community and
environmental policy. This could be expanded to formally include regional economic development.

23.  NZTE has indicated that it is prepared to have a more direct role with Council as the economic
development agency for Marlborough.

24. If Council was prepared to provide economic development functions itself it may want to consider
forming an Advisory Board of people from the business community to give guidance to Council.
This board would not necessarily have to meet at regular intervals or even that frequently but it
may provide Council with good feedback.

25.  Council provides funding of $155,000 per annum. It terms of the funding agreement between
MRDT and Council notice is required to be given in writing if Council wishes to cease funding. It
could do this through the LTCCP process. There is no requirement for a long notice period.

26. If Council decides to carry out the economic development function itself it is suggested that the
funding provided to MRDT be made available for this purpose.

Summary

27. To alarge extent MRDT was established in 1999 as a response to the then Government’s emphasis
on regional development through community partnerships.

28.  With a change in Government there appears to be a move towards funding major infrastructural
projects and it is important that Council has the capability to access funding that may be available.

29.  Since 2006 Council has been required to prepare LTCCPs. These are long term strategic documents
which identify community outcomes and how the various agencies, including Council, will provide
services to obtain these outcomes. This includes economic development.

30. Internally Council has brought together its community and environmental planning functions under

one manager and it may now be appropriate to consider adding economic development to these
responsibilities.

RECOMMENDED
It is recommended that Council:

1. Continue to fund MRDT on an ongoing basis.
or

2(i) Cease funding MRDT from 1 July 2009 and use the funds to provide economic development
functions internally.

2(ii) Agree that the emphasis of the economic development function will be to ensure that Council
accesses infrastructural funding from Central Government and identifying major
impediments to economic growth.

2(iii) Consider establishing an Advisory Board to provide feedback on areas where emphasis
should be placed.

Admin\A-E\E045\03\Council Budget Meeting-19Feb09-Marlborough Regional Development Trust-ABe-re.doc
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3.20. Blenheim I-Site (E045-02)

(Report prepared by M Fletcher)

Purpose

1.

To allow Council to consider whether or not to include Destination Marlborough’s proposal for a
new I-Site in the 2009-19 Long Term Council Community Plan (LTCCP).

Background

2.

The Community and Financial Planning Committee received a proposal from Destination
Marlborough for a new I-Site at its 2 February 2009 meeting. Destination Marlborough identified

the potential benefits of upgrading the current I-Site and the indicative capital and ongoing

operating cost of their proposal

As a result of the presentation, the committee agreed to the presentation’s recommendations, as
follows:

a)  That Marlborough District Council consider as part of its forthcoming budget review funding

to progress Option 2;

b)  Subject to Marlborough District Council approving funding for either Option 1 or Option 2:

i) To form a steering committee consisting of key stakeholders to further progress this
project.

ii)  Design presentation and revenue streams are further developed by the steering
committee.

Consideration of the Proposal

4.

The majority of the Committee appeared to agree that the Blenheim I-Site needed significant
upgrading. As a result, the issues centre more around how the project will be funded and when it
should proceed.

Destination Marlborough has made a preliminary capital cost estimate of $1.8m for their preferred
option in their proposal. This results in an ongoing cost to Council, assuming Destination
Marlborough's Revenue and correct projects are accurate, of $122,500 per year, if it was debt
funded.

Destination Marlborough has signalled that they need to undertake further work developing their
proposal from a design and business case perspective. There is also the issue of building location
and ownership to be worked through, not the least being that the current “rail” building and land
are owned by Kiwi Rail. As a result, it is forecast that building is unlikely to proceed until the
2010-11 year, following Council approval.

Working with Destination Marlborough’s assumption that the whole project would be debt funded,
including architectural design fees, the total expenditure for 2009-10 would be in the order of
$100,000 to $120,000 which would result in debt servicing costs of approximately $12,000. When
design and cost details are finalised Council can then decide whether and when the build
component of the project can proceed.

Summary

8.

Destination Marlborough has proposed significantly upgrading its I-Site at a capital cost of $1.8
million.

Assuming the project is debt financed, Destination Marlborough indicates the annual cost to

Council will be $122,500 per year, with benefits to the community in the order of 15 times that
amount.
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10. Destination Marlborough has a number of issues to work through before a final proposal can be put
to Council, including issues relating to design and land.

11.  The estimated debt servicing cost to Council in 2009-10 is $10-12,000.

12.  Council still has the ability to decide whether/when the build phase of the proposal should proceed.
RECOMMENDED

It is recommended that Council:
1. Agree to the investigation and design phase of this project provided in the 2009-10 year.
2. Agree that the upgrade to the Blenheim I-Site be debt funded.

3. Agree that budget provisions of :

$12,000 | 2009-10
$80,000 | 2010-11
$122,500 | 2011-19

to meet the project’s debt servicing costs be included in the 2009-19 LTCCP

O:\Admin\A-E\E045\02\Budget meeting 19Feb09-Blenheim ISite-mfl-re.doc
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3.21. Tourism Charges (E045-02)

(Report prepared by M Fletcher)

Purpose

1. The purpose of this paper is to consider Council’s current policy in regard to tourism charges.
Background

2. Council’s current policy is set out below:

“Tourism Charges

Different uniform charges to enable Destination Marlborough to market Marlborough will
be levied by targeted tourism charges on the following properties:

Properties used for residential baches or other dwelling units that advertised for short term
rental accommodation and properties used for commercial rental accommodation where less
than 30 people can be accommodated - $168.75.

Properties used for commercial rental accommodation where 30 or more people can be
accommodated - $258.75.

Properties used for tourism activities (excluding the two groups above) - $191.25.

Although the overall levy is unchanged from 2005-06 the amalgamation of residential
baches and other dwelling units advertised for short term rental, with commercial rental
accommodation for less than 30 people, has resulted in the first group’s charge increasing
from $90.00 to $168.75 and the second group’s charge decreasing from $191.25 to
$168.75.”

Currently Council generates approximately $120,000 from these charges and funds Destination
Marlborough accordingly. In addition Council provides an additional $300,000 per year as core
funding.

When these charges were first introduced a number of submissions were received, but over time,
they have dropped to less than five, including Destination Marlborough’s submission. The policy
and charges have been discussed with Destination Marlborough and they are in general agreement
with them. The one issue they did raise was that there has been no increase in the charges since the
2006 LTCCP and whether the charges could be CPI linked.

In examining this request, the following questions need to be addressed:

(@)
(b)
(©
(d)

Does Destination Marlborough need the funds?
Are small regular increments better than larger more infrequent ones?
Does this create a precedent?

Does this create a drive for future efficiency?

Addressing each question in turn:

(@)

Does Destination Marlborough need the funds?

Destination Marlborough’s unaudited financial statements showed a surplus for this year of
$47,140 an improvement over the previous year’s $21,545. These surpluses have finally
allowed the Trust’s net equity to move into the positive. The current equity position is now
$8,847 compared to 2007 when it was negative $38,293. The accounts also show Account
Receivables of $205,666 (approximately 30% of the Trust’s annual income).
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o As a result the actual surplus is entirely determinant upon how much of this figure is
collected.

o So in summary, while the Trust’s position has improved, it is not strong and would
benefit from an increase in funding.

(b)  Aresmall regular increments better than longer more infrequent ones?
The general answer is “yes”.

(c) Does this create a precedent?
The view is that the activities of Destination Marlborough and its related Tourism Charges
are sufficiently distinct so as not to create a precedent.

(d) Does this move create a drive for further efficiency?
The usual answer is “no”, however the charges have not been reviewed since the 2006
LTCCP, possibly longer, so a level of efficiently should have already been achieved. Also,
the funding received from this source is only part of the funding received from Council, the
remainder is not CPI adjusted. As a result Destination Marlborough only receives a partial
CPI adjustment, which should promote a drive for further efficiency.

On balance some form of CPI adjustments is justified.

Recommendation

That Council agree to amend the Tourism Charges Policy to allow for an annual CPI adjustment
for 2009/10 onwards.

O:\Admin\A-E\E045\02\Tourism Charges-Budget Meeting 19 February 2009 - MFI-re.do
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3.22. Sewerage Scheme Funding (S360-03)

(Report prepared by M Fletcher)

Purpose

1. The purpose of this paper is to consider whether or not to combine the District’s current seven
Sewerage Schemes into one.

Background

2. The proposal was first discussed by Council in December last year. At that time Council
considered a report prepared by John Patterson which outlined current policy, the premise for a
combined scheme and the impact on ratepayers in each scheme. This report (Attachment 1) has
since been updated to reflect the latest budget figures.

3. The proposal combines the District’s current seven Sewerage Schemes into one, treating the
provision of sewerage in much the same way as the provision of Roads. In physical terms Renwick
and Spring Creek already connect to the Blenheim Scheme as will Grovetown in the near future.

4, Under this proposal:

¢ New schemes would continue to receive a 50% subsidy from Council, with the local area also
paying 50%.

e Any loans raised to meet the local area component will continue to be charged to the area
concerned.

What does change is that:

o All costs associated with the operation and renewal of schemes are captured into the one
account.

e All properties either connected or able to be connected to sewerage schemes within the District
are charged the same amount. As a result, all those with sewerage schemes share the
economics of scale enjoyed by properties connected to the Blenheim scheme. It also means
that renewals expenditure on small schemes is spread across all those with sewerage schemes.
This removes significant rating spikes and brings within the bounds of ratepayer affordability
the continuation of their essential service.

5. The principle downside to members of the larger schemes is that in the short-term they will provide
a small subsidy to smaller schemes. However, in the longer term, should a significant upgrade to
Blenheim sewerage be required then this has the potential to reverse.

RECOMMENDED
That Council support the inclusion of the “Combined Sewerage Funding” concept in the Draft
LTCCP to be consulted upon in April 2009.

.O:\Admin\R-S\S360\03\Sewerage Scheme Funding-19 Feb Budget Meeting.doc
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Sewerage Scheme Funding

1. The purpose of this paper is to show the impacts of combining the funding for all sewerage

schemes and to discuss the benefits associated with collective funding.

Background

2. The following areas have sewerage schemes in Marlborough:

Blenheim
Renwick
Spring Creek
Grovetown
Picton
Seddon

Havelock

3. Renwick, Grovetown and Spring Creek all reticulate (or will shortly) their sewerage to
Blenheim for treatment purposes. For this reason they will all be charged the Blenheim

sewerage rate and charge as part of an extended rating area. Separate rates for the capital
costs of the schemes are charged to the direct areas of benefit.

4. Currently each scheme funds their own costs but in the same manner as follows:

On commencement in general each scheme is subsidised 50% by Council and the local
area of benefit funds 50%.

Capital Costs — interest and principle repayment of loans is funded from land value
rates.

Operating Costs are funded by uniform annual charge.

Unconnected sections pay half the uniform charges.

5. Previous revenue reviews have considered the combining of schemes for funding purposes.

Council each time in its consideration of these proposals favoured the direct user pays

principle for each distinct scheme.
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6. The size of the schemes vary greatly as shown in the following table:

Scheme Asset value Land Value 2008 Rating Units

Blenheim 57,018,000 2,205,800,000 12,316
Havelock 1,864,000 81,000,000 297
Picton 9,977,000 473,000,000 2,576
Seddon 1,631,000 26,000,000 233
Total $70,490,000 $2,785,800,000 15,412
Blenheim as % of

Total 81% 80% 80%

Blenheim includes Renwick, Grovetown and Spring Creek.

7. Indicative average land values for the different areas used in the modelling are as follows (using
the 2008 rating valuations) along with the differentials used in the modelling:

Blenheim (includes the extended area)

Picton
Havelock

Seddon

8. The reason for the use of differentials is to cater for the different land values across the

Differential

$160,000 1

$135,000 1.18
$180,000 0.89
$95,000 1.68

region and to seek to ensure that an average residential property in each geographic area

pays the same as an average residential property in Blenheim. The differentials have been
calculated using the median rating land values for each area.

Comparison between Separate Scheme Funding and Combined Scheme Funding

9. The attachments, using benchmark property values, show the impact on the uniform charge and
land value rates for each scheme over the next ten years and a comparison with a combined

rate and uniform charge if all schemes were funded collectively. The following scenarios are

provided for each area:

e Uses benchmark land values for comparison purposes.

e Uses benchmark land values (plus 25%) for comparison purposes.

e Uses benchmark land values (less 25%)for comparison purposes.
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10. The scenarios provided show that the overall impact of a combined funding of sewerage
schemes:

e Isin all options to smooth the rate movement for all areas over the ten year period
(removes significant spikes in rating in smaller areas).

e Insignificant increase in Blenheim while other areas have significant reductions.

11. There is a higher level of social equity to be considered in regard to combining all sewerage
schemes. The result would be a similar approach to the funding of roads where roads are
predominantly treated as a network despite the fact that rural and outlying areas gain a
significant benefit at the cost of the majority of ratepayers in the District.

12. In addition to the current practice outlined in paragraph 4 the assumptions used are as follows:
e Ten year forecasts prepared for the Draft LTCCP were used to show comparisons.
e Land Values for 2008 were used and no growth has been incorporated.

e Indicative average land values for each area as outlined in paragraph 6 have been used
for rating comparison purposes.

e Separate rates in lieu of lump sum contributions have been ignored and are assumed to
continue to be rated on those properties affected. This affects properties in Picton,
Renwick and Havelock who chose not to take up lump sum options for the capital cost
of their schemes.

e Spring Creek upgrade costs have been included in the overall rate requirements for the
combined rate. This presumes that the proposed separate loan rate would be funded
across the district at large. This is a significant benefit to ratepayers in Spring Creek and
requires careful consideration.

e Grovetown separate rate has been excluded from the combined rate and it is assumed
this is still a requirement of these ratepayers.

o Differentials have been applied primarily to take account of the difference in land values
in each of the areas. The reason for the use of differentials is to ensure that an average
typical property in other areas pay the same as a typical property in Blenheim which
typically have higher average land values. Median Values for each rating area have
been used to determine differentials.

e Differentials for the difference in the operating costs of each scheme have not been
considered for this stage in the analysis but could form part of any future
analysis/proposal.
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e All rates are shown GST inclusive.

Subsidies

13.

14.

15.

Over the years subsidies have been provided to new schemes up to 50% of the overall cost of
the schemes to the new area of benefit and other subsidies to assist with large capital upgrades.
Examples are the new schemes of Renwick and Grovetown as well as significant upgrades for
Picton and Spring Creek treatment.

Given the financial costs facing Picton and Seddon for sewerage upgrades it is likely that
demands will be placed on Council to assist these areas in the future. Scenarios have been
provided for the provision of 50% subsidy from Council’s general revenues and reserves to
Picton and Seddon.

Blenheim due to its size and the benefits of economies of scale have not received similar
subsidies in the past. In a theoretical sense this lack of subsidies from Council’s other income
sources is inequitable and is equivalent to Blenheim ratepayer’s subsidising the cost of the other
schemes. [f the policy of subsidising significant upgrades by 50% was applied to Blenheim given
insufficient reserves such a subsidy would likely require an increase in General rates.

Combining Funding of Schemes

16.

The following provides a list of benefits to combining the funding of all sewerage schemes:

e Peaks in cost of schemes (especially smaller schemes) are smoothed out over a larger
number of ratepayers.

e Financial hardship experienced by smaller schemes in times of significant upgrades is
reduced.

e The extent of opposition to the necessary improvements because of financial cost is
reduced.

e Capital upgrades can be staged to better manage cash flows and thereby reduce the
overall cost of the combined schemes.

e Inequity in the provision of lump sum subsidies is removed.

e The extent of cross subsidisation is transparent.

17. The disadvantages are that the larger schemes provide direct subsidy to the smaller schemes

thereby increasing the cost of the larger schemes on an ongoing basis. In addition the smaller
schemes may seek to have higher standards of service given the cost of these services is being
met across all ratepayers.

Tasman District

18. Tasman District Council have a sewerage club which each property connected to Council

sewerage belongs. This club seeks to ensure that the benefits of economies of scale are enjoyed
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by all. On the commencement of a new scheme the area of benefit must fund one third of the
cost of the new scheme from then on they are a member of the sewerage club and the costs of
sewerage services is the same for all ratepayers across the District. Tasman fund sewerage by
way of a uniform pan charge for all those connected to sewerage.

19. The proposal contained in this paper is similar to the way Tasman District Council fund sewerage
services in their District.

Implementation

20. If Council were to propose the combining of sewerage schemes for funding purposes it is
suggested that the following be considered:

e Separate loan repayment rates currently existing for sewerage schemes remain as a
charge against the affected ratepayers. These rates are:

o Havelock - affects those who chose not to opt for the lump sum option at the
time of the establishment of the scheme.

o Picton loan rate —affects those who chose to not opt for the lump sum option
for the sewerage Treatment upgrade.

o Renwick loan rate —affects those who chose not to opt for the lump sum option
at the time of the establishment of the scheme.

o Grovetown loan rate — levied on all ratepayers for the establishment of the
scheme. On completion of the scheme a lump sum option is likely to be
provided.

o Spring Creek loan rate one - affects those who chose not to opt for the lump
sum option at the time of the establishment of the scheme.

e Spring Creek loan rate two, given it is an already established scheme, be amalgamated
with the overall combined rate and charge. This would see Spring Creek treated in the
same manner as Seddon and Picton with regard to significant upgrades to occur in the
near future. A possible alternative could be to keep the separate loan rate for this
scheme but it would seem that they would be disadvantaged solely because of the
timing of the proposed amalgamation if it occurred.

e Differentials be introduced for the Land Value Rate to reflect the difference in land
values across the different areas.

e Differentials for the Uniform Annual Charge funding the cost of operations are not
considered appropriate but could be considered for future reviews. Conceptually having
a differential on the uniform charge challenges the very concept of combining all
schemes so they all pay the same. The introduction of differentials on the uniform
charge would be a political judgment in consultation with the community.

e That the existing separation of the costs of each scheme be maintained and a
comparison of the area of benefit rates and charges with the combined rates and
charges be made annually to transparently show the costs and benefits of the combined
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funding of schemes. This will enable the costs versus income from each area to be
monitored and assist in any review of differentials.

e New schemes would fund 50% of the cost of establishing a new scheme and would then
form part of the overall combined funding. The extent of any differentials would be
assessed at the time.

Conclusion

The implementation of combined funding of all sewerage schemes will bring cross subsidisation of
sewerage schemes across the district. The outcome will be that Blenheim with its higher
population will directly subsidise the cost of all other schemes in the District. However the level
of subsidisation would be transparent. The impact on Blenheim ratepayers is insignificant at
present.

Currently the District has provided subsidy to all sewerage schemes with the exception of
Blenheim sewerage however the subsidies are not transparent and the degree of equity between
schemes is debatable. Future subsidies for sewerage would benefit all ratepayers for this service.

The use of a combined funding of sewerage schemes provides the benefits of economies of scale
to all schemes and allows the management of cash flows to smooth out spikes in rating which is
often the cause of concern to ratepayers.

Should Council wish to progress with such an option further work would need to be undertaken
along the lines outlined in paragraph 18 and incorporated in the LTCCP for consultation as an
amendment to Council’s funding policy.
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Land Value $135,000
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Grovetown
Land Value $135,000
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Picton
Land Value $190,000
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Land Value $95,000
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