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To Mayor and Councillors 
From Mary Rinaldi, Corporate Planner 

Trisha Morrison, Community Assets Manager 

Alison Diaz, Chief Financial Officer 
Subject Pre-reading for Long Term Plan (LTP) Building Blocks workshop 
Date 10 May 2023 
 
Purpose 
This memo is intended to provide ‘scene setting’ information for the Mayor and Councillors in advance 
of the LTP Building Blocks workshop to be held on Monday 15 May 2023. 
 
The purpose of the workshop is for Council to gain understanding and provide direction on several of 
the foundational building blocks for the 2024-2034 LTP, namely the significant forecasting assumptions, 
the Infrastructure Strategy, and the Financial Strategy, including an initial indication of the fiscal envelope 
staff will need to work within for the draft budget. These building blocks, alongside the strategic 
priorities and community outcomes, will guide the work programmes and budgets that staff develop 
through asset and activity management planning for the 2024-2034 LTP over the coming months. 
 
Background 
There are a number of interrelated pieces of work that contribute to the foundations of the LTP, and 
which influence the work staff will undertake in asset and activity management planning and budgeting. 
The first of the foundational building blocks are the Community Outcomes and strategic direction 
setting, which as you know are well on their way to being confirmed. These, along with Council’s 
Vision, provide a high-level framework for what may appear in our work programmes, but we need to 
start drilling down into more detail, to give specific direction to staff in terms of what needs to be 
prioritised and how to deal with various external and internal constraints. 
 
This next level down of foundational building blocks comprises the significant forecasting assumptions, 
the Infrastructure Strategy, and the Financial Strategy. These three key pieces of work all describe 
significant external factors and issues that impact the council, their possible financial and non-financial 
consequences, and how they are being addressed or taken into consideration when planning and 
budgeting.  
 
LTP Building Blocks workshop content 
The workshop will guide Council through the draft significant forecasting assumptions for the 2024-
2034 LTP, and the high-level issues that the Infrastructure and Financial Strategy will need to address. 
Council will also be asked to give direction on an overall fiscal envelope (acceptable level of rates 
increases and levels of debt) that they would like staff to work within when proposing draft budgets.  
 
Significant Forecasting Assumptions 
Forecasting assumptions are one of the factors that help frame the right debate within a Long Term 
Plan. They must state how various issues may or may not affect our ability to meet our levels of service 
in the future. While all forecasting assumptions are important pieces of information in their own right, 
forecasts of growth and demand are major drivers of expenditure and can play a role in the choice of 
funding. 
 
 
 



Taituarā guidance states that significant forecasting assumptions need to be:  
• realistic 
• evidence-based – especially where assumptions are outside industry norms 
• internally consistent with other assumptions 
• applied consistently across the LTP (unless there is good reason not to and the difference in 

treatment and reason are both disclosed in the LTP). 
 
The LTP must disclose all significant forecasting assumptions, the level of uncertainty associated with 
each of these assumptions and quantify the potential effect of the uncertainty on the financial estimates. 
 
Audit will look closely at our significant forecasting assumptions and how they have been applied in our 
work programmes and budgets. 
 
What will this workshop focus on?  
The full set of draft significant forecasting assumptions is provided with this memo. There are some 
gaps which will not be able to be filled until later in 2023 or even early 2024, and there will be a review 
process to re-test the assumptions and fill the gaps before they are finalised for use with the draft 
financial statements and the consultation document in early 2024. 
 
Many of the assumptions are stated based on current known data and realities, with no real opportunity 
to deviate from how these need to be used in forecasting. There are, however, three key assumptions 
that we are seeking direction from Council on, as there are different implications for the budget 
estimates, depending on how Council wishes to respond to the uncertainty surrounding each of them. 
 
The assumptions we would specifically like to workshop with Council are: 

1. Economic conditions – how we will respond to the assumption of economic downturn when 
prioritising work programmes. 

2. Availability of staff and contractors – whether we assume that we will be able to fill vacancies 
and/or get contractors in a timely manner or not, and what this will mean for budgeting. 

3. Climate change – how we will respond to the growing impacts of climate change and the extent 
of Council’s involvement (with people, money and other resources) in mitigation (especially 
emissions reduction), adaptation, response, recovery, community resilience development. 

 
There will be an opportunity for elected members to ask questions about any of the other significant 
forecasting assumptions to ensure they have a good understanding of how they may impact budget 
forecasts and work programme planning. 
 
Infrastructure Strategy 
An infrastructure strategy tells a story; what infrastructure do people need and want, when big 
decisions need to be made, and what the financial and service effects of these needs and choices are. 
 
What is the purpose of an Infrastructure Strategy? 
Section 101B of the Local Government Act defines the purpose of the Infrastructure Strategy as to: 

• Identify significant infrastructure issues that we are encountering over the period covered by 
the strategy (i.e., 2024-2054) 

• Identify the principal options for managing those issues and the implications of those options. 
 
The key questions to work through as we form our Infrastructure Strategy are: 

1. What are we trying to achieve? 
2. What do we need our assets to deliver? 
3. What are our assets actually delivering? 
4. What do we need to do to address any gaps between 2 and 3?   
5. What are the implications? 

 
 
 



How does the Infrastructure Strategy guide and impact the LTP? 
The Infrastructure Strategy gives the LTP both its strategic direction and the framework in which it 
should be seen.   It needs to be grounded in the wider Council strategy and reflect the end point that 
we as a Council are attempting to get to1.  
 
What are the key issues we are grappling with? 
We have identified the following key infrastructure issues to be addressed: 
 

1. Facilitating Growth 
2. Affordability 
3. Ageing Infrastructure 
4. Changing Priorities and Legislation 
5. Natural Hazards and Climate Change 

 
How do the assumptions impact these issues? 
Each of the key infrastructure issues outlined above align with at least one of the Significant Forecasting 
Assumptions. 
 
Assumption Issue Impact 
Economic Conditions Affordability Infrastructure will be sweated more as 

work on them will have to be prioritised, 
if renewal / capital programmes are 
more than what we can afford. 

Growth Facilitating Growth Level of Service will reduce as 
infrastructure development will not be 
able to compete with the level of growth 
expected. 

Legislative Changes (Three 
Waters Reform / Future for Local 
Government Review) 

Changing Priorities and 
Legislation 

The unknown of what needs to be 
considered in regard to Three Waters 
assets. 

Natural Disasters / Emergency 
Events and Climate Change 
 

Ageing Infrastructure 
 
Natural Hazards and 
Climate Change 

Adds an additional factor to consider in 
the asset planning processes.  How, If 
and When assets are going to be 
impacted and how much it costs.  

Useful Lives of Council Assets 
 

Ageing Infrastructure 
 
Natural Hazards and 
Climate Change 
 

Assets are at a higher risk of failure as 
the impact that increased weather 
events is having on them is creating 
uncertainty, as useful lives are being 
reduced. 

 
Financial Strategy  
 
What is it? 
The Infrastructure and Financial Strategies are the key components of the final LTP document and 
encompass the overall story/narrative of the LTP. 
 
Financial strategies are intended as both a tool to help prioritise and to help engage the community around 
these priorities. Like any strategy, a financial strategy needs to be set with an ultimate outcome or end result in 
mind, in this case an indicative financial position or set of bottom lines. Your financial strategy needs to clearly 
set out the desired outcome and explain what it is about these outcomes that is important (in other words – 
why the council has set this as its desired end result). Taituaraa Dollars and Sense guidance materials.   
 

 
1 Dollars and Sense 2021 – Financial and Infrastructure Matters and the Long-Term Plan (Taituaraa) 



The financial strategy outlines the factors that are expected to have a significant impact during the life 
of the plan. It must include the following: 

• Discussion on the expected change in population and the use of land in the district (rural: 
urban split) and the capital and operational costs of providing for those changes.  

• Expected capital expenditure required to maintain existing services. 
• Discussion on significant factors that would affect the ability to maintain existing levels of 

service and to meet additional demand (risk management practices) 
• Quantified limits on rates increases and borrowing. 
• An assessment of the ability to provide and maintain services/meet additional demand within 

those limits. 
• Specific policy for the security for borrowing, and 
•  Objectives for holding financial investments (such as our CCO’s, investment property etc.) 

and quantified return on investment targets. 
 
How does it guide the development of the LTP? 
Strategy development always starts from an assessment of where we are now, where we wish to get 
to and determining options for how we get there over time, acknowledging that we face multiple 
challenges and have financial constraints. Setting expectations for rates increases and debt limits early 
in the LTP process provides valuable direction in terms of the options that staff can realistically bring 
forward for council consideration and ultimately consultation with our communities, users of our 
services, developers, and other stakeholders. 
 
What are the key issues we are grappling with? 
The current challenge outlined in the 2021-2031 financial strategy is how to balance affordability in an 
environment of increasing expectations and growth.  
 
Increasing expectations is where the substantial increase in costs has been experienced. Because of the 
growth-funds-growth principle, the increase in expectations is less about growth impacts per se and 
more about issues such as meeting Waka Kotahi’s safety improvement plans, incorporating new 
government mandates/legislative change (National Policy Statements, RMA, climate etc.), or in the case 
of three waters meeting heightened regulatory requirements. These ‘must do’ changes, when coupled 
with the timing of growth and the need to provide trunk infrastructure ahead of people in houses, have 
in turn challenged the timing of asset replacements leading to renewals ahead of the capacity life (when 
we would normally replace due to condition or capacity reasons). 
 
The outcome we are seeking is to be able to accommodate the growth, new mandates and maintain 
existing levels of service within maximum rates increases of 8% per annum (years 2-10, for both general 
and targeted rates) and a debt to revenue ratio of 175%. 
 
How do the assumptions impact these issues? 
As is the case with the Infrastructure Strategy, each of the key issues outlined in the Financial Strategy 
are associated with at least one of the Significant Forecasting Assumptions (population projections, 
legislative change, climate change etc.). The main difference is that every significant forecasting 
assumption has an impact on the proposed budgets.  
 
Attachments 
The following attachments are included for pre-reading: 

1. Draft 2024-2034 significant forecasting assumptions 
2. 2021 Infrastructure Strategy 
3. 2021 Financial Strategy 
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Significant Forecasting Assumptions for 2024-2034 Long Term Plan 

In planning for the future, we must make assumptions. Council is required to prepare and adopt a 
set of significant forecasting assumptions to inform the preparation of the 2024-2034 Long Term 
Plan. This ensures that all estimates and forecasts are made on the same basis throughout the 10-
year period and helps to frame the right debate when making decisions about levels of service and 
which capital projects may or may not be included. 

Waikato District Council’s significant forecasting assumptions for the 2024-2034 period are outlined 
in the following pages. 

NOTES 

1. Any assumptions at the activity level are contained in the individual Activity Management 
Plans and Asset Management Plans. 

2. No assumption has been made in relation to currency variations, as the Council has no 
significant foreign currency exposure. 
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Assumption Uncertainty Risk Implications 
Economic and Population Changes 
Economic conditions 
Council assumes that New Zealand will experience 
economic downturn for at least the first two years of 
the Long Term Plan due to high inflation levels and the 
anticipated recession. 
 
[Need direction from Council in terms of how we will 
respond to this assumption when prioritising work 
programmes, e.g., 
It is assumed that any inflation-related cost increase 
from this will be covered by rates increases.  
Or, e.g.,  
It is assumed that our work programmes will be 
constrained by the economic conditions and we will 
have lower levels of service across the first 2-3 years of 
the plan, with improvements scheduled from year 4 
onwards.] 
  

Uncertainty level:  
High 
 
Sources of uncertainty:  
The geopolitical climate, 
unknown ongoing impact of 
the pandemic over the next 
10 years, and increasing 
impacts of climate change all 
contribute to a high degree of 
uncertainty. The level of 
inflation in the longer term is 
uncertain and how long the 
anticipated recession might 
last is unpredictable.   
 

There is a risk that price level 
changes based on inflation 
assumptions vary significantly from 
those used in preparing the work 
programmes and associated budgets. 
  
There is a risk that economic 
conditions will vary significantly from 
the assumptions used in the Long 
Term Plan budgets, impacting 
Council’s ability to deliver on the 
agreed work programmes in terms of 
scope or timing of the work.  
 
There is also a risk that the economic 
downturn may have a bigger impact 
than expected on ratepayers’ ability 
to pay. 
 
There is an ongoing risk of climate 
change to economic conditions, for 
example extreme weather events 
can dramatically impact food prices 
and availability, as well as requiring 
unplanned spending on major 
infrastructure repairs. 
 

[Need to know what the implication of 
the assumption is first e.g. because we 
are assuming a recession in the first 
two years, we have forecast higher 
costs for the same deliverables.] 
 
A tight construction market meaning 
costs to complete projects is higher in 
the short term – costing more to do 
what has been planned. 
 
Levels of activity in growth-related 
areas of Council are likely to be lower 
in the first two years before returning 
to pre-2022 levels. 
 
If Council’s rating revenue is impacted 
by the anticipated economic 
downturn, or significant cost pressure 
occurs due to high inflation, changes 
to work programmes and budgets will 
be addressed through subsequent 
annual plan and long term plan 
processes. Council has both rates 
remission and postponement policies 
to assist ratepayers who are 
experiencing financial hardship. 

Inflation  
Council assumes that the Price Level Adjustors 
provided by Business and Economic Research Limited 
(BERL) are accurate for local government purposes. 
These adjustors are based on work commissioned by 
Taituarā to specifically assist local government with 
the presentation of their Long Term Plans. 

Uncertainty level: 
Medium 
 
Sources of uncertainty: 
While the Price Level 
Adjustors are useful to use for 
forecasting purposes, there is 

There is a risk that the inflation rates 
will vary significantly from those 
used in budget forecasts. 

If inflation rates are higher than what 
we have assumed, then we may not 
get sufficient income to cover our 
expenditure at the budgeted levels. 
Timing of expenditure may need to be 
altered.  
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Assumption Uncertainty Risk Implications 
[This assumption will be updated once the BERL 
adjustors are received on 27 October 2023.] 
 
NOTE: Inflation figures used for Transportation budget 
forecasts pre-date the release of the BERL adjustors 
due to Waka Kotahi funding submission deadlines.  

inherent uncertainty around 
their accuracy, especially in 
later years of the Long Term 
Plan. The main uncertainty 
currently is around how long 
it may take inflation to come 
down to below 3%. 
 

If the changes are significant this may 
impact the levels of service Council are 
able to provide or rates increases over 
and above the predicted levels in 
future years may be needed. 
 
Work programmes and budgets are 
reviewed annually through the annual 
plan process, so this assumption will 
be checked each year and adjustments 
made as needed. 

Growth  
Based on the University of Waikato’s projection for 
the Waikato region, the district’s population is 
expected to grow from the current 88,113 (2024) to 
101,198 (2034).  
 
A key assumption is that the settlement pattern for 
the district and related growth will be as identified in 
Waikato 2070 and the Future Proof Growth & 
Development Strategy. The district plan zoning rules 
determines where growth can occur.  
 
Council assumes that most of the district’s growth will 
occur in and around the existing settlements of 
Tuakau, Pokeno, Te Kauwhata, Huntly, Ngaaruawaahia 
(including Taupiri and Horotiu) and Raglan as opposed 
to the rural areas. Factored into this thinking is the 
effect of growth in Auckland and Hamilton. 

Uncertainty level: 
Low 
 
Sources of uncertainty: 
Internal and external 
migration pattern changes  

There is a risk that the actual 
population growth and settlement 
patterns over the next ten years vary 
significantly from projections. 

Should growth be higher than 
projected and planned for in certain 
locations, there may be pressure for 
the Council to provide and maintain 
additional infrastructure than is 
currently provided for in this plan. The 
estimated financial impacts are 
difficult to quantify however Council 
would adjust its work programmes 
and/or enter into development 
agreements to ensure that growth 
continues to fund growth as much is as 
practicable. 
 
If growth is lower than anticipated, 
income from development 
contributions will be less than 
budgeted for, and growth-related 
infrastructure projects may be delayed 
or stopped. It is also likely that rates 
would increase in a lower-than-
expected growth scenario. 

Commented [MR1]: Work needs to be done to figure out 
exactly how this will be done - figures used will be included 
in the Transport AMP assumptions. 
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Assumption Uncertainty Risk Implications 
Projected number of rating units as at 30 June:   
Current 33079 
2025 33834 
2026 34588 
2027 35339 
2028 36075 
2029 36796 
2030 37506 
2031 38202 
2032  
2033  
2034  

 

Uncertainty level: 
Medium 
 
Sources of uncertainty: 
Households and businesses 
may re-assess their 
consumption, investment, 
employment and other 
business decisions due to 
uncertain economic 
environment 

There is a risk that the number of 
new rating units does not meet or 
exceeds expectations. 

If the number of rating units is 
significantly different from projections, 
the rating and development 
contribution income could be under- 
or overstated. If this were to occur, 
both capital and operational 
expenditure would need to be 
adjusted to reflect actual demand.  
 
If projects have been progressed 
ahead of development which does not 
eventuate this could cause funding 
shortfalls. This in turn would raise the 
costs of development and/or increase 
the borrowing costs for existing 
ratepayers. 

Availability of staff and contractors 
It is assumed that internal and external resources will 
be available to undertake the planned capital works 
programme and maintain operational needs 
throughout the years of the plan.  
[Council has a choice here in terms of how we 
approach this assumption. Given current low 
unemployment and economic downturn, as well as 
ongoing potential for resources to be diverted to 
response and recovery from further extreme weather 
events (linked to climate change assumption), do we 
assume that our internal resources will be 
constrained? And if so, what will the implications be – 
e.g. expected salary savings, budget more for 
consultancy services, plan for a more constrained work 
programme, lower levels of service?] 
 
It is assumed that existing contract relationships that 
are in place to deliver key services and capex projects 

Uncertainty level: 
Medium 
 
Sources of uncertainty: 
With current low 
unemployment and net 
negative immigration, 
alongside economic 
uncertainty, there may be 
resourcing challenges. 

There is a risk that there will be low 
availability of suitably qualified staff, 
contractors and consultants, and 
sustained difficulty in recruitment. 

If there is an ongoing shortage of 
people resources, we may not be able 
to complete projects in the timeframes 
indicated, or there may be a drop in 
levels of service.  
Council will actively undertake 
workforce planning on an annual basis, 
reflecting resourcing needs for capital 
works projects and taking into 
consideration business as usual 
workloads, ensuring budgets and work 
programmes are adjusted accordingly 
through the annual plan process. 
Council will also respond positively to 
any opportunities for shared services 
that will realise benefits for our 
communities and bring cost 
efficiencies. 

Commented [MR2]: These figures will be updated as soon 
as possible now that growth projections have been 
confirmed. 
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Assumption Uncertainty Risk Implications 
will continue, however these may cost more than they 
have in previous years. 
 
It is assumed that Council will continue to participate 
in shared services as a way to provide such services 
cost-effectively. 
Legislative Changes 
Three Waters Reform 
Council assumes that the ownership and management 
of our Three Waters assets will transfer to a regional 
water services entity no later than 1 July 2026. 
It is currently assumed that Council’s contract with 
Watercare will continue due to our two year exit 
provision with them. It is assumed that if we need to 
exit this contract that another contractor would be 
found. 
[This assumption will be updated as more information 
is received] 
 

Uncertainty level: 
High 
 
Sources of uncertainty: 
The exact details and timing 
of the transition to the 
regional entity are yet to be 
established. While it is meant 
to happen by 1 July 2026, it 
could happen sooner. There is 
also a high level of 
uncertainty about what 
further changes to the reform 
programme may occur after 
the central government 
elections in October 2023. 
 

There is a risk that WDC will need to 
significantly alter its arrangements 
for management of Three Waters in 
the first two years of the LTP, if 
Watercare becomes “Entity A” and 
we are unable to continue our 
contract with them. 
 
There is also a risk that further big 
changes to, or a complete removal 
of, Three Waters Reform could occur 
after central government elections in 
October 2023. 

The timing change from 1 July 2024 to 
1 July 2026 has significant implications 
for the management of water services 
in the district as we are expected to be 
part of a Waikato regional entity that 
is highly unlikely to be ready to go in 
July 2024. The Auckland and Northland 
entity, however, is largely unchanged 
from the previous Three Waters plan, 
meaning they are likely to be ready to 
transition sooner and may well do 
that. If we are unable to continue to 
contract our water services to 
Watercare or merge with “Entity A”, 
the implications of bringing this back in 
house are very significant and 
therefore our first option would be to 
find a new contractor. 
There are also significant implications 
for budgets and Council’s balance 
sheet of having to remove the 
ownership of waters assets two years 
in to the ten year plan. Debt capacity 
will be insufficient to fund major 
wastewater treatment plant upgrades 
planned in the first four years of the 
plan. This would impact the amount of 
growth that could be accommodated. 
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Assumption Uncertainty Risk Implications 
Future for Local Government Review 
The final report from the Future for Local Government 
Review is expected to be released in June 2023. 
 
Unless specifically stated otherwise (for example in 
the case of Three Waters Reform), Council has 
prepared the plan on the assumption its existing role 
and functions will continue for the life of the plan. 
 
[This assumption will be reviewed after the final 
report is released in June.] 

Uncertainty level: 
High 
 
Sources of uncertainty: 
Until the final report is 
released in June 2023, we will 
not know the final 
recommendations that are 
being made. Even once the 
recommendations have come 
out, they may or may not be 
enacted, especially if there is 
a change of government in 
October 2023, or if they are, 
we do not know the timing of 
any major changes that may 
occur in local government 
organisation, roles and 
functions. 

There is a risk that significant 
changes may be brought in by 
central government as a result of the 
review, such as a change to the 
structure and/or services provided 
by local authorities. While there 
would likely be a long lead in time for 
any changes, they could be brought 
in during the next 10 years, which 
may override Council’s planning and 
work programmes included in the 
2024-2034 Long Term Plan. 

While we have some idea about the 
direction the final report from the 
review might take, due to the draft 
report that was consulted on in late 
2022-early 2023, the assumption that 
our existing role and functions will 
continue for the life of the LTP is 
necessary as we simply cannot 
speculate about the specific changes 
that might happen in the future, or 
when, and what this might or might 
not look like in our LTP.  
 
Council considers it unlikely that any 
recommendations could take effect 
before 1 July 2027 – other than those 
already expected from three waters – 
particularly for changes to roles or 
functions.  

Other legislative changes  
We know that Resource Management reform is 
happening, and the assumption is that the Natural and 
Built Environment Act and Spatial Planning Act will 
reflect the bills, and that the Climate Adaptation Bill 
will be released in the second half of 2023.  
 
[Note: these upcoming legislative changes will be 
considered in activity planning and budgeting, and this 
assumption will be updated as more information 
comes to light later in 2023] 

Uncertainty level: 
Medium 
 
Sources of uncertainty: 
Unexpected change in 
government policy, speed of 
reform. 
 

There is a risk of unexpected changes 
to legislation that alter the nature of 
services provided by the Council. 

Most changes to legislation are known 
about in advance giving Councils the 
ability to prepare for implementation. 
Any financial uncertainty would relate 
to the speed and cost of implementing 
changes, training needs for staff and 
any additional resourcing required.  
 
Council would adjust budgets through 
an Annual Plan or Long Term Plan 
Amendment process if needed in a 
short timeframe.  
 
It is expected that any changes would 
be made to encourage efficiencies in 
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Assumption Uncertainty Risk Implications 
service delivery and/or improve 
outcomes for our communities. 

Climate Change Impacts  
Climate change 
It is assumed that the district will continue to 
experience changing and extreme weather patterns. 
As per NIWA and Ministry for the Environment climate 
projections, the Waikato is highly likely to experience 
the following weather pattern changes over the next 
two decades and beyond: 

• Higher temperatures 
• Less frosts 
• Variable rainfall by season i.e., more rain in 

the winter less rain in the spring 
• Some increase in storm intensity, wind 

extremes and thunderstorms and frequency 
of more severe events 

• A rise in sea levels  
 
Climate change is a national concern, and as such 
should a significant event take place in our district it is 
assumed that a multi-agency approach would be used 
to address the impacts. 
 
We assume that the Government will require councils 
to deliver on the Emissions Reduction Plan and 
achieve a 50% reduction in emission by 2030.  
 
It is assumed that Council’s involvement will continue 
to increase throughout the life of this plan and 
beyond, in climate change response such as 
mitigation, adaptation, disaster recovery and 
emissions reduction.  
 
 

Uncertainty level: 
Low 
 
Sources of uncertainty: 
This assumption has a low 
level of uncertainty in terms 
of whether climate change 
will have an impact on our 
district and whether Council 
will need to increase their 
involvement in climate 
change response activities. 
The main source of 
uncertainty is about when any 
extreme weather event or 
climate-related natural 
disaster may occur and the 
extent of the impact on 
people, infrastructure and the 
economy and council’s ability 
to respond and recover. 
 

Infrastructure risk 
There is a risk that the Council has 
not made sufficient provision or 
planning for changing weather 
patterns and climate-related events 
in terms of impacts on our 
infrastructure, assets and 
communities, and that we do not 
have the resources to plan and 
respond adequately, or that our 
assets are not fit for climate change 
events. 
 
Operational and Legal Risk 
There is a risk that Council will fail to 
deliver on NZ Government and 
regional council mandated targets, 
legislation, statutory obligations. 
 
There is also a risk of significant 
financial impact and possible legal 
implications associated with poor 
planning, consenting, zoning and 
consequential remediation and 
repair work required and/or 
managed retreat. 
 
Community and Reputational Risk  
There is a risk that Council will be 
unable to effectively support 
Communities to mitigate, respond 
and adapt to climate impacts as 

The implications for the council and 
our communities of climate change are 
multifaceted and far-reaching. They 
range from damage to much of 
Council’s infrastructure, disaster 
response and recovery, a need for 
more resources to deliver on emissions 
reduction targets and considering land 
use in known and projected hazard-
prone areas, to the effects on supply 
chain, food prices, crime and 
inequality in our communities. Council 
needs to consider climate change 
impacts throughout its activities, 
services and capital works, and how 
we will support our communities. 
 
If climate change related budget 
provisions are insufficient, or other 
funding sources are unavailable when 
needed, Council will need to adjust 
spending in line with the severity and 
urgency of unexpected work required. 
Reserves or contingency funds will 
need to be used where possible, as 
well as agility in reallocating funds if 
needed. For non-urgent works 
identified in any given year, budgets 
will be adjusted through the annual 
plan or long term plan cycle.    
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Assumption Uncertainty Risk Implications 
required or deliver on communities’ 
expectations on building resilience. 
This would impact community well-
being, as well as Council’s 
reputation. 
 
There is a risk that Maaori will be 
disproportionately impacted by 
climate change.  
 

Natural Disasters/Emergency Events  
It is assumed that in the event of a natural disaster the 
Council would have to fund 40% of the costs 
associated with damage to Council assets. The 
remaining 60% is assumed to be provided by central 
government.  
 
Council’s insurance of underground assets covers 
losses or unforeseen damage caused by earthquake, 
natural landslip, flood, tsunami, tornado, windstorm, 
volcanic eruption, hydrothermal and geothermal 
activity, or subterranean fire. 

Uncertainty level: 
Medium 
 
Sources of uncertainty: 
Unexpected change in 
government policy around co-
funding costs associated with 
natural disasters/emergency 
events.  

There is a risk that there will be a 
natural disaster requiring emergency 
works that cannot be funded out of 
normal budgetary provisions.  
There is also a risk that the 
government will not provide any 
financial assistance. 
The impact of climate change on our 
infrastructure also means that we 
will see many more severe and 
frequent weather events which will 
mean ongoing damage to our 
infrastructure, and impact on our 
communities. There is a risk that 
these types of events (such as 1 in 
100-year storms occurring every 2-5 
years, an acceleration in coastal 
erosion etc) will not continue to be 
covered by government funding due 
to the increased frequency of events.  
These same impacts are also 
experienced by private landowners, 
who have an expectation that 
Council will assist them both 
financially and with social impacts. 

We have insurance programmes in 
place for above- and below-ground 
critical assets to fund the 40% that 
would be needed in the event of a 
natural disaster. 
 
We also have a disaster recovery 
reserve and a contingency fund to deal 
with unforeseen events, however due 
to Cyclone Gabrielle these are 
currently depleted and will take a 
while to build up again. 
 
The potential effect of a natural 
disaster on the Council’s financial 
position is dependent upon the scale, 
duration and location of the event. 
We do know that severe weather 
events are occurring much more 
frequently, having both sudden and 
slow-moving impacts on Council 
infrastructure such as roads, reserves, 
carparks and also privately owned 
properties. 
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Assumption Uncertainty Risk Implications 
Assets 
Useful lives of Council assets  
It is assumed that the useful life estimates of our 
assets and asset values will not change significantly for 
the duration of this plan. Useful lives are identified for 
each component of assets. They are assessed based 
on many factors including construction method, 
material, age, condition assessments, obsolescence 
and expected remaining economic potential. Useful 
lives are regularly reviewed at revaluation (which is 
usually every three years for buildings and every year 
for open spaces and solid waste), and during 
maintenance. Useful life estimates are used in the 
calculation of depreciation and forward works 
programmes. 

Uncertainty level: 
Medium 
 
Sources of uncertainty: 
Changing Market – when the 
market is changing rapidly 
(e.g., more than a 10% market 
change in any year), 
revaluations on buildings 
would be done more 
frequently than every three 
years. 
Impact of Climate Change - 
with increased frequency of 
intense weather events this 
creates more wear and tear 
on assets, which consequently 
impacts the useful life of the 
asset. 

There is a risk with that the impact of 
climate change will reduce the useful 
lives and assets will require 
replacement more often. This will 
increase the budget requirements, 
but it is unknown how quickly or by 
how much.  
 
There is a risk that rising compliance 
requirements at national and 
regional levels will require significant 
investment in new or upgraded plant 
before useful life or capacity life has 
been reached.  
 
There is a risk that useful life 
estimates will change as a result of 
asset revaluations or through 
adjustments in Asset Management 
Plans.  
 
There is a risk that renewal 
programmes do not align with the 
loss of economic potential of the 
asset.  
 
There is also a risk that funding for 
renewal programmes does not line 
up with renewal expenditure. 
Operating expenses could be under 
or overstated. 
 

Council operates advanced asset 
management practices which require 
the useful lives of the asset 
components to be reassessed at each 
revaluation and during maintenance.  
 
Changes to the useful lives of assets 
has a direct impact on the renewal 
profiles, for example asset 
replacements could be delayed or 
required sooner than anticipated. The 
result of this is either an increase in 
depreciation reserves for a period, as 
this is the funding source for asset 
replacements, or drawing on reserve 
funding earlier than anticipated.  
 
Accurate assessment of useful lives 
has a large impact on Council achieving 
its intergenerational equity principles. 
 
If the useful lives of our assets are 
inaccurate, then: 
• Council may have insufficient 

funds to undertake renewal 
works. Council may be able to 
extend borrowing to complete 
work which may come at higher 
cost. Alternatively, service levels 
may have to reduce until funding 
is available.  

• Council may have allocated excess 
funding to renewal programmes. 
This may result in other works not 
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Assumption Uncertainty Risk Implications 
being undertaken at the preferred 
time resulting in the community 
dissatisfaction.  

Sources of funding for future replacement of 
significant assets   
Sources of funding for the replacement of assets can 
be found in Council’s Revenue and Finance Policy.   
  
It is assumed that the Waka Kotahi subsidy will 
continue to be available at the currently agreed 
percentage (see Waka Kotahi subsidy assumption).   
  
It is assumed that Ministry of Health (MoH) subsidies 
are not available for Wastewater (see Water and 
Wastewater subsidy assumption).   
 
It is assumed that the bank will continue to cover loan 
facilities to the council. External borrowing limits are 
covered within the Treasury Risk Management Policy.  

Uncertainty level:  
Medium  
 
Sources of uncertainty: 
Useful life estimates and 
valuations could change 
significantly due to climate 
change and market 
movements, leading to 
inadequate depreciation. 
Changes in government policy 
for subsidies. Financial 
institutions could revise 
covenants. 
  
 

There is a risk that sources of funds 
are inadequate to fund the 
replacement of significant assets. 

If funds are inadequate for the 
replacement of significant assets, work 
may not be progressed as per timing in 
the plan. Operational expenditure may 
rise as a result in an attempt to extend 
the life of the assets, which would 
potentially cost the ratepayer more as 
we would still need to build reserves 
to pay for the eventual replacement.  

Financial 
Revaluation Movements  
It is assumed that revaluations will occur on an ‘at 
least once every three years’ cycle with the 
infrastructure classes being valued annually to keep 
pace with optimised replacement cost and ensure 
sufficient depreciation is set aside. 

Uncertainty level: 
Medium 
 
Sources of uncertainty: 
Revaluations rely on multiple 
factors outside of Council 
control (e.g., supply chain, 
inflation). 

There is a risk that revaluations 
result in a higher or lower value of 
assets, impacting depreciation costs. 

Asset values could increase by more or 
less than our estimate. This could 
impact on the level of operating costs 
for different activities. Large asset 
valuation changes could impact on 
Council's ability to fund asset 
renewals. 

Borrowing costs 
It is assumed that Council will be a net borrower over 
the next 10 years. The cost of debt has been budgeted 
for as follows: 
 

Year Percentage 
2024  

Uncertainty level: 
Low 
 
Sources of uncertainty: 
 

There is a risk that interest rates will 
vary significantly from those used in 
budget forecasts. 

As the Council’s debt portfolio is 
increasing; movements in interest 
rates could affect the Council’s 
financial position and have an impact 
on the amount within Council’s 
reserves. These reserves are used to 
fund capital works and various other 

Commented [MR3]: These figures will be provided by 
PWC once draft budgets are approved. 
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Assumption Uncertainty Risk Implications 
2025  
2026  
2027  
2028  
2029  
2030  
2031  
2032  
2033  
2034  

 

programmes and could mean that 
funds are unavailable to progress 
works as budgeted.  

In the event interest rates are lower 
than forecast, Council intends to apply 
the savings to reduce debt or rates in 
accordance with our prudent financial 
management philosophy. 

Subsidies 
Waste Levy 
It is assumed that the government will continue to 
provide waste levies using the population-based 
formula.  
 
Water/Wastewater  
It is assumed that no subsidies will be available. 
 
Waka Kotahi 
It is assumed that the government will continue to 
provide Waka Kotahi subsidy for roading and 
transportation projects, and that the overall funding 
envelope increases each year. Waka Kotahi subsidised 
work categories will not receive unsubsidised funding 
from Council. The basis of Waka Kotahi funding for the 
10 years is assumed to be: 
 

Financial 
Year 

Maintenance Improvements 
and replacement 

2024-2034   51% 51% 
 
For emergency works, it is assumed that the Waka 
Kotahi subsidy will be 51% for the first 10% of 

Uncertainty level: 
Medium 
 
Sources of uncertainty: 
Waste Levy 
Changes in government policy 
 
Water/Wastewater  
Three Waters reform  
 
Waka Kotahi 
Central government may 
approve more or less funding 
for emergency works. 
 
Some capital works may be 
eligible for additional subsidy 
based on new funds provided 
by the government such as 
“Climate Emergency Relief 
Fund”. 
 
While the maintenance 
subsidy is 51% of the 
approved programme, the 

Waste Levy  
There is a risk that the Council will 
not receive the predicted levels of 
waste levy income. 
 
Waka Kotahi  
There is a risk that the Waka Kotahi 
subsidy rates will differ from the 
assumed rates. There is also a risk 
that the overall funding envelope for 
Waka Kotahi subsidy remains static 
or declines. 
 
There is a risk that the level of 
service Council is planning to fund is 
higher than what Waka Kotahi will 
subsidise. 

Waste Levy 
The Council utilises the levy income to 
fund waste minimisation schemes, 
educational programmes and other 
such projects as is the intent of the 
levy. Should the Council not receive 
the amount of income predicted, 
expenditure in these areas may need 
to be reduced. This would impact our 
zero waste initiatives.  
 
Waka Kotahi 
We operate under the guidance of 
central government’s One Network 
Road Classification (ONRC). The ONRC 
is a classification system, which divides 
New Zealand’s roads into categories 
based on how busy they are, whether 
they connect to important 
destinations, or are the only route 
available. 
 
It is a minimum requirement that the 
ONRC is embedded in investment 
decision making for the LTP. We may 

Commented [MR4]: This may change as we move forward 
with three waters transition arrangements. 



12 
 

Assumption Uncertainty Risk Implications 
Council’s maintenance programme for each year, and 
71% for the remaining costs per financial year. 

value to which Waka Kotahi 
will approve is unknown at 
this stage. 
 

need to increase or decrease works in 
line with any new data that becomes 
available through the ONRC. 
 
The annual quantity of planned work 
would need to be reduced if subsidies 
are not received at the expected level.  
There would also likely be increased 
demand on the network and funding 
requirements. 

Local Government Funding Agency (LGFA) Guarantee  

Council has assumed that the Local Government 
Funding Agency (LGFA) guarantee will not be triggered 
for the duration of this plan. 

Uncertainty level: 
Low 
 
Sources of uncertainty: 
The uncertain economic 
climate and its potential 
impact on local authorities’ 
ability to repay LGFA loans. 

There is a risk that the LGFA cannot 
meet its obligations to lenders as a 
result of a default by a borrowing 
local authority on interest or 
principal payments to the LGFA. 

Council guarantees 1.5% of any 
shortfall the LGFA may have in 
meeting its obligations to lenders as a 
result of a default by a borrowing local 
authority. The LGFA advise it is 
reasonable to assume that the 
guarantee will not be called. The LGFA 
has never made a call under the 
guarantee and its loans to councils are 
all performing, so there is nothing the 
LGFA or Council are aware of that 
makes a call under the guarantee 
likely. 
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