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To Tatou Tirohanga, Aronga, Uara Me Nga Tamanako

Our Vision, Mission, Values And Expectations

Tirohanga - Our Vision

\

HE WHENUA RANGATIRA

A DESTRECT OF SUSTAINABLE PROSPERITY & WELL-BEING
A

Aronga - Our Mission

HE ARA TAMATA

CREATING GREAT PLACES
Supporting our people

Vara - Our Values Tamanako - Our Expectations

Manawatdpad « Unity of purpose and working together He wahi ataahua ¢ Valuing the outstanding

beauty of our District
Whanaungatanga « Family, community,

connecting and caring Oranga taiao, oranga tangata * Nurturing the environment

. . so it nourishes us
TO tangata ¢ Strong cultural identities

Oranga kainga * A thriving, sustainable local economy
Mana tangata * Respect and fairness

Mana i te whenua * The role of tangata whenua

Te Tiriti o Waitangi « Partnership is valued and respected

Kaitiakitanga ¢ Environmental stewardship

T Te ira tangata ¢ Rich heritage and diversity
and sustainability

respected and celebrated
Whanau ¢ A great place for our families to flourish

Tangata whai ora * Happy, healthy, safe and
purposeful people

He waka hourua * Fit for purpose infrastructure
underpinning success

Kokiri tahi « Empowered communities,
working collaboratively
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Nga karere o te Koromatua me te Kaiwhakahaere Matua

Message from the Mayor and Chief Executive Officer

Kia ora koutou

We are pleased to present you with our Long Term Plan
2021-31. Itis a plan marked by unique circumstances:

a global pandemic that continues to influence day-to-
day experience, which closely followed the most severe
drought the Far North has seen in recent times. The
impacts of both these events is reflected in our planning.
For example, you will notice increased investment in
water resilience projects and the continuation of those
“shovel ready” projects that were kick-started by central
government economic stimulus funding granted in 2020.

We have committed over $100 million in the next ten
years to Far North water supplies to help us manage
future drought events. The Sweetwater bore in Kaitaia

is due for completion in 2021/22. This will permanently
supplement supplies from the Awanui River, vastly
improving Kaitaia's water resilience. Meanwhile,
investment in shares for the Te Tai Tokerau Water Trust's
Matawii water reservoir project, due to be operational
by summer 2022/23, will inject confidence in water
resilience in the mid-north. This “water resilience”
project also supports a key Far North economic stimulus
development - the Ngawha Innovation and Enterprise
Park.

Other economic stimulus projects are well underway,
and due for completion in the next two years. These
include new wharves at Unahi and Pukenui, the sealing
of Ruapekapeka Road and the revitalisation of our

most northern urban centre, Kaitaia. Sports lovers will
soon enjoy the benefits of investment in Lindvart Park’s
pavilion and the development of new sports fields in the
Bay of Islands.

In addition to these capital works, we consulted on
three significant issues. We asked how you felt we could
best improve the standards of council's Housing for the
Elderly portfolio, now and into the future. We proposed
that Council should become a shareholder of Northland
Inc and invest in the Investment Growth Reserve Fund
to enable economic development in the District. Finally,
we invited you to give us feedback on a rates package
that saw us transition to a rating model based on
capital value, instead of land value. The principle for this
package was fairer and simpler rates.

You will find results of this consultation as well as the
decision your council has made in response to that
feedback in The Right Debate (p.13)

Your feedback is not limited to these issues. We
received over 700 submissions and every feedback
point was considered. Over 100 people took the time
to present their views in person. We have heard you,
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and where possible we have accommodated key issues
that you are truly passionate about. An example of

this is Broadwood's historic swing bridge, which was
recently dismantled due to safety concerns. We have
heard how important this piece of infrastructure is to

the Broadwood community and have committed to
supporting the redesign and build of the bridge. We have
allocated $100,000 to support this, which we hope will be
supplemented by central government funding streams.

Of course, every project we build into our programme,
each service we provide and every commitment we make
has an impact on our total budget. That, in turn, impacts
the amount our ratepayers must contribute. This Long
Term Plan will see a rate increase of 6.74% in the first
year. This is 1.2% higher than what we signalled in the
Consultation Document, but it includes some critical
expenditure relating to water security and disposal to-
land options for wastewater. Our goal has been to keep
rates increases to a minimum while enabling investment
in the right places to ensure the Far North continues to
be a desirable place to live.

While events of the past year have influenced the shape
of this plan, our strategic view is firmly on the horizon.
We are preparing ourselves for the outcomes of the long-
anticipated Review into the Future of Local Government.
This review sits alongside two central government reform
programmes already underway for Three Waters and
Resource Management, both of which impact the role
and function of local councils. Our next Long Term Plan
might look very different!

Finally - and positively - the Far North District is poised
to step toward a more representational governance
model with the introduction of Maori Wards in the
2022 local body elections. We look forward to the fresh
perspectives this will bring.

Ka kite and.

John Carter QSO Shaun Clarke ONZM
Mayor Chief Executive Officer
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Nga Manu Matarae
Civic Leadership

Hon John Carter

Qso

Mayor
Cr Ann Court Cr Rachel Smith Cr David Clendon Cr Kelly Stratford
Deputy Mayor Bay of Islands- Bay of Islands- Bay of Islands-
Bay of Islands- Whangaroa Ward Whangaroa Ward Whangaroa Ward

Whangaroa Ward

Cr Moko Tepania Cr John Vujcich
Kaikohe-Hokianga Kaikohe-Hokianga
Ward Ward

Cr David Collard Cr Felicity Foy Cr Mate Radich
Te Hiku Ward Te Hiku Ward Te Hiku Ward



Committees and delegations

Council Committees

Assurar}ce, Risk, Strategy and Policy Infrastructure Regulqtory Executive Review
and Finance Compliance
Mayor John Carter
Cr John Vujcich Cr Rachel Smith Cr Felicity Foy Cr Kelly Stratford Cr Ann Court
(Chairperson) (Chairperson) (Chairperson) (Chairperson) (Chairperson)
Independent Cr David Clendon Cr Ann Court Cr Dave Collard Cr Kelly Stratford
Member - Bruce (Deputy) (Deputy) (Deputy) (Deputy)
Robertson _ R —— _— _—
(Deputy) Cr Dave Collard Cr Dave Collard Cr David Clendon Cr Felicity Foy
Cr Rachel Smith

Cr Ann Court

Cr Mate Radich

Cr Ann Court

Cr Ann Court Cr Felicity Foy Cr Kelly Stratford Cr Rachel Smith Cr John Vujcich
Cr Mate Radich Cr Moko Tepania Cr Rachel Smith Cr John Vujcich
Cr Kelly Stratford Cr John Vujcich Cr John Vuijcich _—
Cr Rachel Smith Cr Kelly Stratford _— Belinda Ward
Cr Moko Tepania _— Mike Edmonds (Community Board
Belinda Ward Adele Gardner Chairperson)
Mike Edmonds (Community Board (Community Board
Adele Gardner Chairperson) Chairpersons)
(Community Board
Chairpersons)
Delegations
Community Boards
Bay of Islands - Whangaroa Kaikohe - Hokianga Te Hiku
Hokianga Spraying Committee Drainage
I ]
Motutangi Walharqra Kaitaia
. and Kaikino .
Drainage Drai Drainage
rainage
Area Area
Areas

Other Committees

Creative Communities Funding
Assessment Committee

District Licensing Committee

Far North District Council | Te Pae Tawhiti | Long Term Plan 2021-31

4



Nga Rangai Hapori
Community Boards

Bay of Islands - Whangaroa

Kaikohe-Hokianga

Te Hiku

Belinda Ward Manuwai Wells Lane Ayr
Chair Deputy Chair Kerikeri
EETIE] Kawakawa-Moerewa

Mike Edmonds Emma Davis Laurie Byers
Chair Deputy Chair Kaikohe
Kaikohe North Hokianga

Adele Gardner Jaqi Brown John Stewart
Chair Deputy Chair Kaitaia
Kaitaia Kaitaia



Bruce Mills Manuela Gmuer- Frank Owen
Whangaroa Hornell Kerikeri
Russell-Opua

Kelly van Gaalen Louis Toorenburg Alan Hessell
Kaikohe South Hokianga South Hokianga

Bill Subritzky Darren Axe Sheryl Bainbridge
Whatuwhiwhi North Cape Doubtless Bay

Dave Hookway



Whakatakotoranga Whakahaere
Management Structure

Shaun Clarke ONZM
Chief Executive Officer

‘ ’
{

William J. Taylor Dr Dean Myburgh Darren Edwards Andy Finch

MBE General Manager General Manager General Manager

General Manager District Services Strategic Planning Infrastructure

Corporate Services Group and Policy Group and Asset

Group Management
Group

Richard Edmondson Jill Coyle

Manager Chief People Officer

Communications People and
Capability
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Hononga Rautaki

Strategic linkages

Nga Wahanga e Wha o te Hauora - The Four Aspects of Wellbeing

l Our Vision
HE WHENUA RANGATIRA

A DISTRICT OF SUSTAINABLE PROSPERITY & WELL-BEING
Al

Our Mission

HE ARA TAMATA
CREATING GREAT PLACES
Supporting our people

Vv

He Rautaki Whakaarotau - Our Strategic Priorities

KIA ORA.
\8 TUAT WAS EAQIER
(\\ THAN | THOUGHT

Better asset Address Enable sustainable Adapt to Protect our Deepen our sense
management affordability economic climate change water supply of place and
development connection

He Putanga Hapori - Our Community Outcomes

Proud, vibrant Prosperous Communities Connected A wisely managed ~ We embrace and
communities communities that are healthy, communities and treasured celebrate our
supported b,l/ safe, connected that are environment that  unigue culture and
a sustainable and sustainable repared for recognises the heritage and value
economy the unexpected role of tangata it as a source of
whenua as enduring pride
kaitiaki

9 Far North District Council | Te Pae Tawhiti | Long Term Plan 2021-31



Te Mahi Tahi me te Maori

Working with Maori

He Whenua Rangatira - A District of Sustainable
Prosperity and Well-Being

He Ara Tamata - Creating Great Places, Supporting Our
People

Far North District Councils vision and mission illustrates
the connection between people and place. This is
especially so for tangata whenua who have a long and
rich association with the Far North. Council recognises
this long settlement and therefore the special position of
tangata whenua within this District and the significant and
long-term role Maori have to play in Council’s decision-
making.

As important are our values by which we operate.
+ Manawatdpa: Unity of purpose and working together

+ Kaitiakitanga: Environmental stewardship and
sustainability

+ Mana tangata: Respect and fairness
+ Te Tiriti o Waitangi: Partnership
« TOtangata: Strong cultural identities

* Whanaungatanga: Family, community, connecting and
sharing

Council recognises it needs to establish meaningful and
enduring relationships with Maori in order to enable
effective participation in decision making while at the
same time achieving mutually beneficial outcomes. Our
values provide a vehicle for this to occur.

Translating our vision, mission and values into tangible
outcomes for and with Maori, four key areas of work have
been identified to help guide and underpin our work:

+ Recognising the Treaty of Waitangi and other statutory
obligations

+ Effective participation in council decision-making
+ Understanding and valuing a Maori worldview

+ Strengthening relationships and partnerships with
Maori.

Understanding these goals and embedding them across
all functions is crucial if Council is to be successful in
building relationships with Maori founded on trust and
mutual respect.

Recognising the Treaty of Waitangi and
other statutory obligations

The Far North has a rich and diverse history. We have
one of the largest Maori populations in New Zealand

with over half of the district identifying as Maori. The Far
North is also home to the Te Tiriti 0 Waitangi / the Treaty
of Waitangi, the founding document of Aotearoa New
Zealand.

The Council acknowledges and respects the Crown's
responsibility as Treaty partner and the requirement of
local government to take into account the principles of Te
Tiriti o Waitangi / the Treaty of Waitangi, specifically the
obligations placed on Council to provide opportunities for
Maori to participate in decision-making and other council
processes which is meaningful to both parties.

Council also recognises the requirement on local
government to contribute to the Crown's broader
relationship responsibilities by ensuring engagement with
Maori is meaningful.

Council also recognises the Treaty of Waitangi settlement
process and outcomes, and is committed to supporting
the spirit and implementation of our District's Treaty
settlements and assisting negotiations between the Crown
and Maori when invited.

Council will:

« Undertake an audit to assess the organisations
performance in acting in accordance to Te Tiriti o
Waitangi / Treaty of Waitangi statutory obligations, and
to understand where opportunities for improvement
exist.

+ Provide Treaty of Waitangi training for all elected
members and staff.

+ Fulfill statutory obligations to Maori as prescribed in
legislation.

+ When developing policies, consider the implications
of the Treaty and the relationship of Maori and their
culture and traditions with their ancestral lands, water,
sites, wahi tapu, and other taonga.

+ Provide for and implement Treaty settlement
outcomes.

+ Actively engage in settlement discussions and provide
relevant information as requested.

+ Give effect to existing Memorandum of Understanding.

Effective participation in council decision-
making

Council acknowledges the unique perspective of Maori
and recognise that tangata whenua are more than an
interest group or stakeholder.

Therefore, we need to ensure we are including the right
people, at the right time - across all levels of Council - in
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order for Maori to make informed decisions about our
processes and work. In doing so, we also need to ensure
we maintain ongoing open discussions and interactions
with Maori in order to provide relevant information

to assist them to participate in our decision-making
processes.

A key part in this journey is the decision by Council to
establish Maori wards for the 2022 and 2025 local body
elections and to develop mechanisms that allow for
Maori participation in Council decisions. This evolving
mechanism, that will provide for greater and broader
participation by Maori across all functions and decisions
of Council, will be a key focus in the coming years and
will see us move away from transactional relationship
agreements such as Memorandum of Understanding.

Council will:

* Work with Maori to co-design a mechanism to enable
participation of Maori in decisions of Council - at
a governance level. While this is being established
Council may, on advice, implement interim measures
that ensure participation in Council decisions at the
earliest possible opportunity.

+ With Maori, develop a series of workshops on RMA and
LGA issues pertinent to Maori and actively promote
these across the District.

+ Provide an annual contestable fund to assist two Maori
in the Far North to attend the Making Good Decisions
Course.

* Provide annual contestable funding for the
development or review of Iwi/Hapa Environmental
Management Plans.

Understanding and valuing a Maori
worldview

The Council recognises that having the capability and
capacity to engage are issues for both Council and Maori.
The Council will continue to provide opportunities for
Maori to gain knowledge of Council processes and will
actively assist Maori with developing their capacity to
input into decision-making processes via hui and targeted
training workshops.

At the same time, we recognise that we also need to look
internally at our own capacity and capabilities to ensure
we have the right skills. We acknowledge we need a sound
understanding of Maori worldview concepts and values
when undertaking our work and as a key component

for building relationships with Maori. Without an
understanding of these concepts and values, we will not
be able to uphold our legislative obligations.

Council will:

+ Develop a competency framework/tool for Council
and staff to influence and enhance Far North District
Councils responsiveness capabilities to Maori.
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+ Develop and implement a training plan to support and
grow cultural competencies of staff and governance.

* Provide information sessions for council staff and
elected members on legislative obligations to
Maori, Treaty settlement legislation, environmental
management plans and on Maori perspectives.

+ Develop a database of Maori stakeholders.

+ Support forum that bring Council, Maori and other
agencies together.

Strengthening relationships and
partnerships with Maori

Relationships need to be across the organisation - they
are not the responsibility of a single person or team.

In recognising that relationships are a whole of council
effort, we also recognise that successful relationships are
founded on how we talk to, behave toward and deal with
one another. We also realise that we need to move away
from one off interactions and look to build consistent and
sustainable relationships for the long-term.

Council will:

+ Create a Council resource for successful engagement
with Maori.

+ Develop a mechanism whereby Council have regular
engagement opportunities with Maori, such as regular
ongoing hui across the District.

+ Actively participate in bodies and forum such as the
Iwi, Local Government Authorities Chief Executives
Forum (ILGACE) and Whai Kainga (regional housing
forum), where Maori participation as partners or, Maori
outcomes are a key component of these mechanisms.

+ Provide ongoing opportunities for Maori to participate
in the development of the draft and proposed District
Plan.

+ Support the dissemination of data and information to
Maori in order for their effective engagement in council
activities and decisions.

+ Support and participate in inter-agency training
opportunities.

Looking forward

Council is looking to build a strong foundation from within
and move towards long-term beneficial relationships

and partnering with Maori. We have started our journey
by showing our intent for greater surety for Maori in

our decision making. We aim to grow from these recent
decisions and are committed to do so.






Nga mea korerorero i a taua

What we discussed with you

During consultation on this LTP, we asked for your
feedback on three key proposals:

+ Choosing a better Housing for the Elderly service by
exploring the divestment of our pensioner housing
portfolio to an accredited and regulated Community
Housing Provider (CHP).

+ Becoming a shareholder of Northland Inc to enable
sustainable economic development for the Far North.

+ Several potential changes to the rating system that
could help us to make it more equitable, fair, and
simpler to administer and understand.

We also consulted on the following non-key but still
important (or legislatively required) items:

+ Our annual adjustment of fees and charges
+ Our updated Significance and Engagement Policy

+ Changes to our rates remission and postponement
policies following an internal review and in response to
legislation changes to the rating of Whenua Maori.

740 submissions were received from members of the
public, organisations, groups and businesses, and

more than 100 submitters spoke at hearings in Kaitaia
and Kaikohe. In addition to the issues we asked for

your feedback on, submitters raised others that are of
importance to them. For many of these, Council’'s decision
was not to make any change to the LTP, but this does

not mean that the topics and issues raised were not
considered important.

Decisions made on the key issues
Housing for the Elderly

Council owns and manages a portfolio of 147 units in

12 locations across the Far North that need significant
investment to make sure they remain fit for purpose

into the future. We also have increasing demand,

with a waiting list of more than 100 people in need of
accommodation. Rather than simply invest substantial
money, Council decided to investigate the possibility

that accredited third parties may be better equipped

to provide this service than Council. The options

we considered included outsourcing the day-to-day
management but keeping the assets, and partnering with
or divesting to one or more CHPs, with strict conditions to
protect existing tenant arrangements and to maintain or
increase the number of units over time.

Council’s decision

While feedback indicated concerns that divestment
of Council’s housing portfolio would result in existing
tenants’ rights being unprotected if ownership is
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no longer with ratepayers, many also felt that other
providers could deliver a better service than Council.
In debating the issue Councillors acknowledged that
Community Housing Providers (CHPs) are subject to

a high level of regulation in the provision of social
housing (that includes pensioner housing), and are
better resourced to deliver a service that is much
more sustainable and financially viable. CHPs can also
provide wraparound support services that Council is
not resourced to provide and can access Government
funding sources that Council cannot.

For these reasons, Council decided to start the process
of identifying one or more providers that would enable
the best option for partially or fully divesting the assets,
with strict requirements to protect existing tenant
arrangements and maintain or increase the number of
units and level of service available in the District over
time. The sale of the units will only progress if Council is
confident it will be in the best interests of tenants and
the wider community in the long run.

Sustainable economic development

Northland Inc is the economic development agency for
Tai Tokerau, and at present it is a Council Controlled
Organisation (CCO) of the Northland Regional Council
(NRC). While Northland Inc is the driver behind a variety
of very valuable initiatives in our District, we think more
could be achieved if the Far North and Kaipara District
Councils also become shareholders. This would give the
Far North better representation and improved access
to expertise and resources to support the sustainable
development of the District's economy.

Council’s decision

While consultation results for and against the proposal
were reasonably close, Council acknowledges that
stimulating sustainable economic development locally,
regionally and nationally - particularly in the wake of
COVID-19 lockdowns - is of growing importance for
central and local government sectors. Local Government
New Zealand has economic development as one of their
five key priorities.

Council decided to go ahead with investing in a

33% shareholding in Northland Inc. The remaining
shareholding will be equally divided between the Kaipara
District Council the Northland Regional Council. Council
feels this will provide the Far North with significant
benefits including making sure the Far North perspective
is embedded in the work programme, ensuring greater
focus and resourcing for Maori economic development
and sustainability, and the promotion of all aspects of
community wellbeing.



Changes to the rating system

We have a growing affordability issue in the District, and
for the past few years Councillors have been considering
what changes could be made to our rating system to
spread the cost burden in a more equitable way to avoid
situations where people cannot afford to live where

and how they choose because their rates consume an
unreasonable portion of their household income. We
came up with several potential changes that we asked
for feedback on, including changing our rating basis from
land value to capital value, moving away from scheme-
based targeted rates for water and wastewater towards
a district-wide funding approach, absorbing all uniform
annual general charges into the general rate and a few
other minor changes, some of which were intended to
simplify the complexity of our rating system.

Council's decision

Community feedback was not supportive of the
proposed changes, in particular the removal of uniform
annual general charges and transition to capital value-
based rating. Council debated each of the seven
proposed changes at length and agreed to:

* No change to the rating basis. The basis for calculating
the general rate remains as land value.

* No change to uniform annual general charges (UAGCs).

Both the general UAGC and the roading UAGC remain,
as do the current differentials for roading.

+ No change to targeted rates for water and wastewater.
These rates continue to be scheme-based.

* No change to the availability rate for water and
wastewater connections. The connection rate remains
at 100%.

* No change to the commercial differential. Commercial
ratepayers will continue to be levied at a differential of
2.75.

+ The targeted rate for stormwater will increase so that
90% of urban stormwater costs are levied on urban
ratepayers based on capital value and the remainder
funded through the general rate.

+ A public good charge of $15 per rateable property for
water and $15 per rateable property for wastewater is
to be introduced.

In debating public feedback, Council acknowledged that
it set out to improve the equitability of the rating system
but in making these decisions has made little change.
However, also front-of-mind for Councillors is the inquiry
into the future of local government that may result in
changes to funding and financing options for councils.
Further, the impacts of the Resource Management Act
review and Three Waters Reform are likely to change
core business and purpose. It was decided that Council
should continue to look for ways to ease the affordability
issue. The community can expect further discussion on
the matter.

Fees and charges

Fees and charges were adopted as proposed.

Significance and Engagement policy

The policy was adopted with one small amendment
relating to a proposal’s significance in relation to the
impact on the wellbeing of iwi’hapd/whanau. The
threshold for items of specific interest to Maori was
amended to include the word ‘wellbeing’. It now reads
The proposal has a major and long-term impact on the
wellbeing of iwi/hapd/whanau and their culture and
traditions with their ancestral land, water, sites, wahi tapu,
valued flora and fauna, and other taonga.

Rates remission and postponement policies

The Rate Relief Policies that were adopted in 2018

were reviewed to ensure they were fit for purpose and
able to be applied fairly and consistently. Following
commencement of consultation on these changes

the Government passed the Rating of Whenua Maori
Amendment Bill. The effect of this is that further changes
are needed to the policies in relation to Maori Freehold
Land. Council agreed to the following:

The remission policy for Unused Maori Freehold Land
now only applies to rating units that are subject to either
a‘'licence to occupy’ or ‘informal arrangement’. In both
cases, a separate rating unit is not created, therefore the
rating on the balance of the land does not automatically
become non-rateable under the amendments to the Local
Government (Rating) Act 2002. The policy will provide for
the balance of land to be considered as non-rateable if it
meets the criteria.

The policy for new users of Maori Freehold land is revoked
as the amendments to the Local Government (Rating)

Act 2002 provides for the write-off of rates by the Chief
Executive.

Other budget adjustments made as a result
of consultation

Roading and footpaths

Kerikeri roading network. A strong call to Council to

‘get on with' resolving traffic congestion in Kerikeri

area resulted in Council requesting more information

on funding and route options, risk profile and delivery
timescales for the Kerikeri Western Bypass. Because we
cannot expect subsidy from Waka Kotahi NZ Transport
Agency without a comprehensive and compelling business
case that takes into account the current and long-term
need, accelerating the project to meet public expectation
will likely require Council to fully fund it with no help
from the Government. Council responds positively

to community submissions on this and commits to
considering all options for advancing the project.
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Rawene footpath. The local community expressed their
desire to see progress made on improving the safety
and usability of the footpath from the ferry terminal

in Rawene up to the hospital. Council re-committed

to seeing this situation resolved and has asked the
Northland Transportation Alliance to work with the
Kaikohe-Hokianga Community Board and the Rawene
community to investigate further and determine options
for progressing the project. Waka Kotahi NZ Transport
Agency subsidies are stretched, and footpath allocations
are being reduced across the country, so there is no
guarantee that Council will receive assistance to fund a
solution. Should additional funding be required further
Council discussion will be necessary.

Pou Herenga Tai (Twin Coast Cycle Trail). Council
agreed three budget changes relating to the cycle trail.
The budget to provide a community pump track at
Kaikohe was increased to enable a second pump track

at Moerewa. Capital funding allocated to asbestos pipe
removal was removed and the Trust and staff instructed
to incorporate removal of these types of hazards into
future planned capital work on the cycle trail. Planned
work on the Imms Road bridge has been substituted with
more urgent work to resolve safety and visibility issues in
the Kaikohe rail tunnel.

Ahipara seawall. Additional funding of $30,000 has been
allocated to the maintenance of the seawall in year one of
the LTP.

Water and wastewater

Council acknowledges submissions from Kerikeri/Waipapa
residents asking that consideration be given to future
wastewater and water infrastructure options for the
Waipapa area in alignment with the Kerikeri/Waipapa
Structure Plan. $75,000 per annum has been allocated

for each of the first two years of the LTP to resource this
study.

District Facilities

Broadwood Swing Bridge. The swing bridge at
Broadwood, a popular tourist attraction, was recently
removed due to its poor condition. The Broadwood
community wants to build a new one and has progressed
some design work and prelim costings. Council resolved
to engage with the Broadwood community to review the
design and costings for a repaired/replaced bridge and
to help the community secure funding for the project.

To assist, the capital works programme was amended to
allocate $100,000 to the project.

Public toilets. Public toilets are always a topic of
conversation during consultation, particularly here in
the Far North where tourism season puts pressure on
what we've got and highlights areas where facilities are
needed. Condition assessment of all public toilets across
the District is nearing completion and this may result in
a revision of all public toilet programmed work. In the
meantime, Council allocated $200,000 for additional
toilets to be included in year three of the LTP to avoid
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adverse environmental effects from high tourism activities
and high use. Council also acknowledges the importance
of engaging with the Department of Conservation and
local mana whenua about the funding and location of the
planned toilets at Ahipara.

Opononi War Memorial Hall. The community’s concerns
regarding the timing of renewals funding for the War
Memorial hall resulted in Council moving the project
forward from years four and five to years one and two of
the LTP. Staff acknowledge that roof repairs and toilet and
accessibility amenity renewals and upgrades are urgently
required.

Far North Holdings Limited. Two budget amendments
were made as a result of Far North Holding's submission.
Capital funding of $90,000 for a section of seawall needed
at Taipa to protect a reserve area and abutment to the
jetty and ramp has been allocated with work expected to
be scheduled for year two of the LTP. Funding for renewal
of the Pukenui carpark has also been brought forward to
year one of the LTP so that the work can be completed

at the same time as the wharf project that Far North
Holdings is managing.

Tsunami network. Council has allocated $400,000 per
year for the first three years of the LTP to address a much-
needed tsunami siren renewals programme and to extend
the siren network.

Funding requests. Council agreed to grants to the
following in year one of the LTP:

« Mangonui information centre $15,000
* Turner Centre $50,000
* Te Ahu Charitable Trust $50,000

Council also agreed that it needs a district-wide
framework to guide decisions in response to requests for
funding, particularly for those that are strategic or are of
high use by local communities. Staff have been asked to
commence development of a Community Operational
Funding Policy and Framework within the next calendar
year.

Corrections and other updates made

Capital works reforecast. Concurrent with consultation,
Council carried out its annual reforecast of capital works
for the current financial year to determine which projects
would not be complete at the end of the year and would
therefore require funding to be carried forward. Projects
carried forward to 2021/22 or later totalled $7,759,985.

New projects totalling $975,000 were added in 2021/22
along with minor amendments to budgets in later years to
include required work that was not previously identified.
This includes minor repairs and upgrades that were

not apparent at the time the capital works programme
was consulted on. A small number of minor re-timings
and budget changes were confirmed as a result of new
information.



The capital reforecast includes three important
amendments:

* Funding for Mid North water. Additional capital
amendments funding of $1.2 million was confirmed in
2021/22 to secure a preferential water take agreement
for the Mid North (MN10 Matawii) water source.

+ Kaitaia Airport. Council recently received confirmation
that LINZ intends to offer Council a 30-year lease for
the Kaitaia airport. We have been delaying capital
investment on the runway and ancillary property until
a lease is in place. Now that this has been secured
funding of $577,316 in 2021/22 and $1,129,370 in
2022/23 has been confirmed.

+ Kaikohe Civic Hub. Council chose to re-time the
expenditure for the Kaikohe Civic Hub, pushing
most of the funding out by one year and allowing
sufficient time for planning.

Funding for land disposal consents. Following a
resolution at Council's Infrastructure Committee in
May, $330,000 was allocated to operational budgets to
investigate future potential disposal-to-land options for
Kaikohe and Kaitaia.

Whenua Maori rating changes. Council confirmed the
amendments made to the rating base and operational
budgets in response to the changes to the Local
Government (Rating) Act 2002 arising from the Rating of
Whenua Maori Amendment Bill.

Budget to enable Maori participation in Council
decision-making. The recent decision to establish Maori
wards for the 2022-25 elections and to enable Maori
participation in Council committees and Community
Boards comes with budgetary requirement. Council
agreed to a funding allocation of $50,000 in year one of
the LTP to enable the resolutions to establish Maori wards
and enable Maori participation in Council committees and
Community Boards.

General updates

Capital achievability. While Council acknowledges that
the construction market has tightened across the country,
and that all councils are competing for constrained
engineering and construction resources, to maximise local
availability we are working with contracting partners by
packaging projects to encourage them to take on more
experienced and trainee staff over longer terms. We also
continue to help tier 2 and 3 local suppliers become Site
Safe accredited so that they can bid for work that they
would not normally have considered.

Asset information reliability. While Council
continues to be confident that the asset data used to
develop asset renewals programmes is reliable, condition
information for some individual assets is limited. In this
LTP Council confirms its intention to continue its condition
assessment programme to validate the renewals model
and to enable a higher level of confidence in three waters
asset data. Refer to the Infrastructure Strategy Asset
Information assumption on page 60.

Roading subsidies. While Council adopts its LTP in
June, Waka Kotahi NZ Transport Agency do not make their
final decision until September, so we adopt the LTP with
some uncertainty about the level of subsidy funding we
will receive.

Just prior to adoption, Waka Kotahi NZ Transport Agency
announced interim funding allocations, indicating that the
final decision is likely to allocate at a lower level than most
councils were expecting.

The Northland Transportation Alliance (NTA) and Council
have assessed the situation and determined that with the
shortfall indicated there is still sufficient funding available
to maintain levels of service at the same level as the
current year. Council has received an indicative allocation
for maintenance and renewal work which is $17m less
over three years than the original bid made. Council has
decided to reduce the renewal budget evenly across the
first three years of the plan in the absence of any clear
detail from Waka Kotahi NZ Transport Agency. The work
programme will be revisited once final allocations are
notified by Waka Kotahi NZ Transport Agency and projects
prioritised by Council to determine if planned work is to
proceed and how it could be funded.

Three waters reform. In July last year, the Government
launched the Three Waters Reform Programme - a three-
year programme to rethink service delivery arrangements
for water, wastewater, and stormwater. This means that
affected councils would be included in one of the new
water service delivery entities by default but can decide
not to participate (in consultation with their communities).
If we choose not to opt out the transfer of responsibilities
and assets will likely occur from 2024/25. While we
anticipate change to the ownership and delivery of

three waters in the next 10 years, we are not able to say
with certainty what those changes will be. This LTP has
therefore been adopted on the basis that it is business

as usual for the delivery of water, wastewater, and
stormwater.

Local Government reform. The Government recently
launched a two-year inquiry into the future of local
government, with the aim of reimagining the role and
function of local government towards the delivery of
enhanced wellbeing outcomes for our communities. This
comes at the same time as an overhaul of the Resource
Management Act that could result in regionalised
arrangements for land-use planning and regulatory
activities, and a review of how water, wastewater and
(perhaps) stormwater infrastructure and services will be
delivered into the future. These review programmes will
undoubtedly alter the shape and function of councils.

At this point, it's a ‘watch and wait’ situation in which we
continue to deliver business as usual.
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This is what your rates dollar contributes to

General rates Targeted rates
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Transportation Recreation
A Eacilities

Sustainable Stormwater
Environment . S

Community
Services
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Ta Tatou Rautaki a-Piatea

Our Financial Strategy

This strategy aims to:

*+ Achieve a balanced budget each year, ensuring
that projected operating revenues are set at a level
sufficient to meet that year's projected operating
expenses

* Moderate the impact of funding depreciation on
strategic assets

* Include the impact of Economic Stimulus and
Employment Opportunity (ESEO) Crown-funded
projects

+ Ensure that no more than 90% of revenue will come
from rates, with the balance coming from other
sources such as subsidies from Government agencies
including Waka Kotahi, and user fees and charges

« Limit annual overall rates increases to inflation (Local
Government Cost Index) plus 3.5%

+ Ensure that net debt does not exceed 175% of total
income until year 4 of the plan and then does not
exceed 280% of revenue from there to the end of the
plan. The change is due to the planned process to
obtain a credit rating when debt increases to a level
that makes it cost effective.

+ Maintain interest costs at less than 10% of rates
revenue.

Council has, over the past several years, taken stock of
gaps in services and infrastructure following a period
where maintenance and operational spending was cut,
and new capital projects curtailed in response to the
global financial crisis. This resulted in a decline in asset
condition and internal capacity to plan for and manage
those assets that the District is still recovering from.

The 2018 Financial Strategy recognised that a step change
in the quality of asset management, maintenance and
planning is required to ensure sustainable provision

of service now and into the future. The 2018-28 Long
Term Plan therefore allocated significant resources to

an initiative known as Programme Darwin. Programme
Darwin is underway and is expected to continue over the
first two years of the 2021-31 Long Term Plan.

Programme Darwin is about evolving asset management
so that Council has an enterprise-wide view (ie. from
strategy to operation) of how we manage the assets we
own. The intention of Programme Darwin is to move
Council from reactive asset management and into
proactive asset management. This will be done by:

* Implementing an asset management system that will
integrate with our other core systems

*+ Analysing the data in the system to provide better
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information to decision makers so that we make the
best financial decisions and ensure better outcomes for
our communities

+ Having an asset condition programme, so our assets
are regularly inspected, and we know how our assets
are functioning at any point in time

+ Delivering a Living Asset Management Plan which is
easy to navigate, uses real time data and informs the
plans for our assets

+ Establishing an enterprise management culture, where
roles and responsibilities regarding assets are clear
across the organisation.

The approach for the 2021 Financial
Strategy is:

+ Acknowledge the current and likely future financial
disruption caused by the COVID-19 pandemic and to
plan in such a way as to encourage and assist economic
recovery across the District and the Northland region

+ Recognise the financial implications of climate change
and sea level rise in planning decisions, and provide
sufficient funding to local and regional adaptation
initiatives

« Work alongside local, regional and national partners
to deliver infrastructure projects that intended to
stimulate the economy and create jobs

+ Engage with the government on the development of
a three waters reform process that will provide high
quality services for our communities

+ Adequately fund the development of long-term
resilient and secure water supply and storage facilities,
and short-term or temporary strategies to assist the
District to be more resilient should drought conditions
arise.

+ Continue to invest in the continuous improvement of
core processes and tools to enhance infrastructure and
service investment decisions and delivery in the short,
medium and long-term

* Protect past investment in assets by using key decision
criteria that weights capital renewal projects ahead
of initiatives to increase levels of service or provide
additional capacity for growth

* Replace or renew infrastructure assets where it is
reasonable and economic to do so, acknowledging that
as we move through our programme of asset condition
assessments the renewals proposed in this LTP for
the 3 waters assets are based on a hybrid model. This



model uses condition and maintenance information
where it is available rather than age as an indicator
for renewal. Transport asset renewals are based on
condition as that information is more readily available
and has a high degree of accuracy.

+ Maintain the core services we currently provide as
cost-effectively and efficiently as possible, ensuring that
finding operational efficiencies remains of paramount
importance

+ Continue to use the method of funding the net
depreciation value to provide for renewals. Once
condition and capacity data is reliably available from
Programme Darwin, Council will consider the future
funding of renewals using rates and borrowing in place
of funding depreciation

+ Use borrowing to spread the cost of new capital
expenditure over time to ensure that the cost of
infrastructure today is spread equitably between the
ratepayers of today and tomorrow.

Towards sustainability, affordability and
economic recovery

The overall focus of our Financial Strategy is financial
sustainability, affordability and economic recovery within
the context of community wellbeing.

The change of purpose for Local Government in May 2019,
re-introduced the obligation on councils to promote the
social, economic, environmental and cultural well-being of
their communities.

To the Far North, taking a sustainable development
approach means that our commitments to deliver
infrastructure and services are funded in a way that is
affordable for the community and that meet Council's
obligation to be effective stewards of the District's

assets now and into the future. Council has a good
understanding of how its daily business contributes to
and promotes community wellbeing, and as part of the
work programme for the next 10 years will seek to more
strongly embed the checks and balances that help Council
to enhance and protect community wellbeing in decision-
making and daily business.

In developing this Financial Strategy, Council reflected on
several challenges the District faces:

* The security and resilience of water supply and storage

* Sustainable economic development, particularly in the
wake of the COVID-19 pandemic

* Better asset management leading to enhanced delivery
of core infrastructure

+ Adaptation to the effects of climate change and sea
level rise on communities and infrastructure

+ Deepening sense of place and connection in the many
communities, towns and settlements across the District

* Providing infrastructure and services in a way that is
affordable to the District's ratepayers.

These challenges form the strategic priorities for the
next 10 years. Although we recognise that it may not be
possible to resolve all of these issues, and that progress
is likely to be lengthy, Council commits to appropriately
prioritised work programmes, careful decision-making
and collaboration across all district and regional partners
and stakeholders, and residents and ratepayers.

Where possible, this strategy ensures that:

* Revenues are sufficient to cover expenses (we have
balanced our budget every year)

+ Current service level targets are achievable within the
funding envelope

+ Subsidies and grants are used effectively to complete
projects that benefit the community

+ Funding allows for major capital projects the
community wants, within reason

* The needs of current and future ratepayers have been
considered.

Council acknowledges that:

+ There will be economic disruption in our communities
for at least 12 months as the impacts of COVID-19
become evident and that the community will need
Council's assistance to navigate the short and medium
term

+ With affordability a big issue for many, ratepayers
cannot afford continuing escalating costs

+ The cost of providing services will not reduce without
significant intervention

+ Council will need to continue to make difficult trade-off
decisions, compromise on delivering ‘nice to haves' to
ensure essential services are provided and costs are
kept down

+ Council will have to balance the affordability and
prudence of increasing debt levels. Too much debt now
could compromise future development projects.

Although we acknowledge that there is a lot of work to
be done, we consider this Strategy to be a solid starting
position, and prudent given our current situation.

Whenua Maori amendment bill - Impact on
rates

In April 2021 Central Government passed the Rating

of Whenua Maori Amendment Bill. This Bill makes
amendments to the Local Government (Rating) Act
2002 specifically relating to unused and unoccupied
Maori Freehold Land. Land that is identified as unused/
unoccupied now becomes non-rateable. Council have
reviewed all Maori Freehold Land accounts and identified
those that are already under remission as unused/
unoccupied, along with those that are identified as
indigenous forest or have an improvement value of
$15,000 or less. These accounts will all be made non-
rateable at the start of the 2021/22 rating year and will
reduce the rating base by approximately $3 million. To
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limit the impact of this change, remission
budgets along with provision for bad or
doubtful debts have been reduced by $3
million.

When looking at the total rate increase
for 2021/22 it will appear to be lower than
expected at 3.44%, however, due to the
corresponding reduction in the number
of rateable units, it will remain an actual
increase to ratepayers of 6.74%.

Average residential rates*

Far North District
$2,428

Funding sources

Council's main source of funding is from
rates. While we try to maximise Government
subsidies and grants and have adopted a
‘user pays' policy (exercised through targeted
rates and consumption and user charges), for
many services and assets the bulk is funded
by rates.

It has long been acknowledged that rates in
general in New Zealand are high; the table
below shows how we compared in 2019.

Average for
provincial councils

National average
$2,258 $2,445

*Average residential rates include compulsory user charges (such as water)
Source: New Zealand Taxpayers Union Report 2020 (www.taxpayers.org.nz)

Southland District
Whangarei District
Invercargill City
Timaru District

New Plymouth District
Taupo District
Hastings District

Far North District
Selwyn District
Rotorua Lakes
Marlborough District
Whanganui District
Waimakariri District
Gisborne District
Waipa District

Nelson City

Kapiti Coast District
Western Bay of Plenty District

Tasman District

$1,000 $2,000 $3,000

184,400

39,300

1 85,000
168,500
165,600

147,300
162,800

149,300

1 56,000

$1,000 $2,000 $3,000
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Funding sources
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Rates review

Since the last local body election, Council has reviewed its
rates structure, and recently carried out soft consultation
to see if there is an appetite by the community for
changes to improve fairness and equity across the District.
Council then decided to formally consult on all options.
The consultation sought feedback on several potential
rating changes:

+ Transition over the next 10 years to capital value as the
basis for calculating the general rate. DECLINED

+ Changing the urban stormwater targeted rate to
target 90% to urban areas based on CV with the
remaining 10% being charged through the general rate.
APPROVED

* Remove the current roading targeted rate. DECLINED

+ Consult on changing the targeted water and
wastewater rates to a District-wide rate and include
a small ‘public good’ charge of $15 per rating unit for
water and for wastewater. APPROVED

* Reduce the availability charge by 40% for those who
could connect to a reticulated system but choose not
to. DECLINED

* Reduce the commercial differential from 2.75 to 1.75.
DECLINED

+ Disestablish uniform charges (the uniform annual
general charge and the roading uniform charge).
DECLINED

The outcome of the consultation showed that many
ratepayers supported a change in rates but were
undecided about what part of the rating system

should change. This is likely linked to the complexity of
rates in general. In debating public feedback, Council
acknowledged that it set out to improve the equitability of
the rating system but in making these decisions has made
little change. However, also front-of-mind for Councillors
is the inquiry into the future of local government that

may result in changes to funding and financing options
for councils. Further, the impacts of the Resource
Management Act review and Three Waters Reform are
likely to change core business and purpose. It was decided
that Council should continue to look for ways to ease the
affordability issue. The community can expect further
discussion on the matter.

General rates

General rates are currently made up of two elements:

a Uniform Annual General Charge (UAGC), which is a
fixed amount that is charged for all Separately Used or
Inhabited Parts of a rating unit (SUIPs), and a ‘rate in the
dollar" amount which is based on the land value of each
rateable unit.

Targeted rates

Targeted rates include operating and a combination of
capital and operating rates. Council has several targeted
rates, including:

Ward rates

Council levies a targeted rate to all SUIPs in each ward

to fund urban, recreational and other local services

and activities within the ward. The ward rate is set on a
differential basis according to the ward in which the rating
unit is located:

+ Bay of Islands-Whangaroa 47%
+ Kaikohe-Hokianga 23%
+ Te Hiku 30%

Roading rates

Consisting of two elements: a UAGC, which is a fixed
amount charged for all SUIPs, and a ‘rate in the dollar’
amount, which is based on the land value of each rateable
unit, with differentials as follows:

Residential 29%
Lifestyle 20%
Commercial 7%
Industrial 2%
Farming General 16%
Dairy 7%
Horticulture 1%
Forestry 13%
Mining/quarry 4%
Other 1%

Stormwater rates

Council levies a stormwater rate to fund specific
stormwater capital developments within urban areas
across the District. All urban ratepayers are levied this
rate, with commercial are charged a differential of

2 (meaning that they are charged twice as much for
stormwater as are other rating categories).

Urban areas subject to the stormwater rate are:

Ahipara Kaikohe

Awanui Kaimaumau

East Coast Kaitaia

Kohukohu Paihia / Te Haumi
Moerewa Rawene

Ngawha Russell

Haruru Falls Kawakawa

Hihi Karikari communities

Houhora / Pukenui
Okaihau

Opononi/ Omapere
Opua / Okiato

Kerikeri / Waipapa

Taupo Bay

Tauranga Bay

Whangaroa / Kaeo
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As a result of consultation

Council has decided to target 90% of stormwater charges
to urban areas based on Capital value with the remaining
10% being charged District-wide based on land value.

Sewerage rates

Council's policy on funding wastewater infrastructure is
that each scheme must pay its own capital costs.

To ensure this, we levy two targeted rates that fund the
provision and availability of sewerage services from each
of the District's 16 sewerage schemes:

+ Capital rate: Each scheme has a targeted rate to
fund capital costs (interest and depreciation) levied
against all properties (SUIPs) connected to the scheme
or properties where connection to the scheme is
available.

+ Operational rate: Operating costs for all schemes
are charged district-wide to all properties (SUIPs)
connected to any Council wastewater scheme.

Council also imposes a pan change on any property (SUIP)
with more than three toilets (pans). This is a flat fee per
additional pan.

Water rates and charges

As for wastewater, Council's policy on funding water
infrastructure is that each scheme must pay its own costs.

Capital costs are funded through a targeted rate levied on
all properties connected to (or capable of being connected
to) a Council water scheme. Capital costs consist of
interest and depreciation.

Operational costs for each scheme, however, are funded
through a per cubic metre volumetric charge which is
determined by meter or an assumed amount for those
who do not have a meter.

Targeted improvement rates

We levy several targeted rates to fund improvement
projects that have been requested across the District:

+ Paihia Central Business District Development: used
to fund Paihia central business area improvements.
The rate is charged per SUIP in the area defined
(see Council's Funding Impact Statement for more
details). The rate is set on a differential basis, with all
rating units assessed as commercial being charged a
differential of 3 (300%) on the general differential.

Financial Year ended 30 June 2022 2023 2024

+ Kaitaia Business Improvement Development (BID):
Allows for the Kaitaia Business Association to
undertake improvement works in the Kaitaia business
area. The rate is set on land value and is charged to
commercial rating units in Kaitaia.

+ Bay of Islands Recreation Centre: This is a targeted rate
to provide funding for an operational grant to support
the Bay of Islands Recreation Centre in Kawakawa. The
Centre (formerly the ASB Recreation Centre) was built
by the community on Ministry of Education land at Bay
of Islands College in the 1970s and was initially run by
a community trust that was wound up in 2004. Council
ran the facility to 2017 when Sports Northland took
over the management and maintenance of the centre
which has a heated pool, squash court, fitness centre
and gym and is used by about 33,000 people a year.

Private roading contributions

Council's Community-Initiated Infrastructure Roading
Contribution Policy provides a mechanism for residents
to co-fund the sealing of their unsealed road (or part
thereof). Provided that 75% of affected ratepayers
agree, the resident’s share is funded through lump sum
contributions or targeted rates for a specific area of
benefit. The remainder is funded through the general
rate.

Public Good rate

Council has decided, following consultation with the
public, to introduce a public good rate of $15 per rating
unit for water and for wastewater. Even though properties
within the district may not be connected to services, they
do place some burden on the systems. For water, Council
must consider the volume of water required to fill private
water tanks when considering capacity for each scheme.
The same applies to properties that have septic tanks that
need to be emptied as the waste from those systems is
deposited into one of the existing wastewater schemes.
Council decided that a small rate of $15 would be charged
to all ratepayers to recognise these issues.

Increases to rates

Due to the cost of infrastructure and service provision,
which continues to rise faster than general inflation,
Council assumes that its costs will increase in accordance
with the Local Government Cost Index (LGCI). In the 2021-
31 Long Term Plan, we intend to increase the general rate
beyond the level of inflation, as shown in the table below.

2025 2026 2027 2028 2029 2030 2031

LGCI 36% 29% 25% 25% 25% 25% 26% 2.7% 2.7% 2.6%
Increase (decrease) -0.2% 2.1% 0.6% 3.2% 1.3% 1.6% 0.9% 0.5% 0.9% -1.1%
Proposed rates increase 3.4% 5.0% 3.1% 5.7% 3.8% 4.1% 3.5% 3.2% 3.6% 1.5%
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Forecast rates $m

2028
$121

2029
$125

2030
$130

2031
$131

2022
$95

2023
$99

2025
$108

2026
$113

2027
$117

2024
$103

Financial Year ended 30 June
Proposed rates $m

The projected number of rateable properties within the District at the end of each proceeding financial year is shown in
the following table.

Projected rating base information

2027
36,034

2028
36,142

2029
36,251

2030
36,360

2031
36,469

2022
35,252

2023
35,428

2024
35,605

2025
35,748

2026
35,891

Debt, interest and internal funding

External debt is planned to be $159 million at the end of the first year of this plan and is anticipated trend upwards to
$331 million at the end of the 2031. The chart below compares net debt to revenue.

Net debt as a % of revenue

180%
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140%

120%
o
% /
£ 100%
g / @== Debt/ revenue
o 80%
o

60%

40%

20%

0% T T T T T T
2022 2023 2024 2025 2026 2027

Council's intention is to ensure that net debt does not
exceed 175% of total income until year 4 of the plan and
then does not exceed 280% of revenue from there to the
end of the plan. The change is due to the planned process
to obtain a credit rating when debt increases to a level
that makes it cost effective. Council has also considered
the impacts of its borrowing against the debt servicing
benchmark.

2028 2029 2030 2031

Council plans to continue to secure its borrowing and
interest rate risk management instruments against rates
and rates revenue as this lowers the cost of borrowing.

Council minimises its financing costs as a member of the
Local Government Funding Agency (LGFA). This means
that we can borrow at better rates than those available
through direct lending from trading banks.

The 2021-31 Long Term Plan assumes an interest rate
averaging 1.6%.
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Debt servicing
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As part of treasury management, Council seeks to reduce
overall interest costs by using funds held in reserve.
Where Council has a cash surplus, rather than hold funds
on deposit and borrowing all funds needed for capital
works, reserve funds are used as short-term funding.
Internal interest is not charged for this funding.

Fees and charges

Most fees and charges will be adjusted annually to align
with the Local Government Cost Index inflation factor
(LGCI) which is expected to be relatively stable between
2.6% and 3.6% over the 2021-31 period. In some areas,
actual costs will be recovered in accordance with the
Revenue and Financing Policy. This may exceed the rate of
LGCI. All fees and charges are reviewed annually.

Subsidies

Government subsidies via Waka Kotahi NZ Transport
Agency provide a significant source of funding for

our transportation activities. In 2021/22 we expect to
receive operating and capital subsidies of $43.5 million,
representing 69% of the gross cost of both operating and
capital expenditure on a wide range of approved items.
At the time of completing this Strategy, Waka Kotahi NZ
Transport Agency had provided an indicative allocation of
$88.4m for maintenance and renewals for the first three
years of the plan. No confirmation of the allocation for
new capital works had been received.

Crown Infrastructure grants

In response to the economic impact of the COVID-19
pandemic and subsequent lockdowns, Central
Government allocated a large amount of funding to local
authorities to invest in infrastructure projects that would
create jobs and stimulate the economy. The Far North
District Council applied for a range of funding from this
source and was successful in securing money for the
following projects:

+ Rangitane boat ramp parking

+ Unahi maritime renewals

25

Far North District Council | Te Pae Tawhiti | Long Term Plan 2021-31

2026 2027 2028 2029 2030 2031

+ Mangonui boardwalk extension

+ Paihia waterfront storm mitigation - breakwater
+ Pukenui maritime asset renewals

+ Bay of Islands sports facilities development

+ Te Hiku o te Ika revitalisation programme

« Lindvart Park pavilion upgrade in Kaikohe

Central Government reform programme for the
‘three waters’

Over the past three years, central and local government
have been considering solutions to challenges facing
delivery of water, wastewater and stormwater services to
communities.

This has seen the development of new legislation and

the creation of Taumata Arowai, a new water services
regulator with the mandate to oversee and enforce a new
drinking water regulatory framework, with an additional
oversight role for wastewater and stormwater networks.

While addressing the regulatory issues, both central and
local government acknowledge that there are broader
challenges facing local government water services and
infrastructure, and the communities that fund and rely on
these services.

There has been underinvestment in what is referred to
as 'three waters infrastructure’ in parts of the country,
and persistent affordability issues in many; along with the
need for additional investment to meet improvements

in freshwater outcomes, increase resilience with respect
to climate change and natural hazards, and enhance
community wellbeing.

InJuly 2020, the Government announced a funding
package of $761 million to provide immediate post-
COVID-19 stimulus to local authorities to maintain and
improve three waters infrastructure, and to support a
three-year programme of reform of local government
water services delivery arrangements.



The Government has indicated that its starting intention

is public multi-regional models for water service delivery
to realise the benefits of scale for communities and reflect
neighbouring catchments and communities of interest.
There is a preference that entities will be in shared
ownership of local authorities. Design of the proposed
new arrangements will be informed by discussion with the
local government sector.

There is a shared understanding that a partnership
approach between Central and Local Government will
best support the wider community interests and ensure
that any transition to new service delivery arrangements
is well managed and as smooth as possible. This has
led to the formation of a joint Three Waters Steering
Committee to provide oversight and guidance on three
waters services delivery and infrastructure reform

Central and Local Government consider it is timely to
apply targeted infrastructure stimulus investment to
enable improvements to water service delivery, progress
reform in partnership, and ensure the period of economic
recovery following COVID-19 supports a transition to a
productive, sustainable economy.

Initial funding will be made available immediately to those
councils that sign a Memorandum of Understanding
(MoU) and associated funding agreement and delivery
plan for the first stage of the Three Waters Services
Reform Programme. The Far North District Council sign
the MOU in August 2020 to enable funds to be received
for the benefit of our communities. This is a non-

binding MOU that doesn't in any way commit Council to
agreement on future actions. The Government expects to
make substantive decisions regarding the level of reform
during April/May 2021. Council will be asked to participate
in the new service delivery system in late 2021, in the
form of an ‘opt out’ approach. This means that affected
councils would be included in one of the new water
service delivery entities by default but can decide not to
participate (in consultation with their communities). We
expect to consult with the community separately to this
Long Term Plan on the opt-out decision. For councils that
participate in the reform, transfer of responsibilities and
assets is likely to occur from 2023/24.

Our community needs three water services regardless of
what happens. As such we have included three waters in
our financial and infrastructure strategies.

The Reform Programme is designed to support economic
recovery post COVID-19 and address persistent systemic
issues facing the three waters sector, through a
combination of:

+ stimulating investment, to assist economic recovery
through job creation, and maintain investment in water
infrastructure renewals and maintenance; and

+ reforming current water service delivery, into larger
scale providers, to realise significant economic, public
health, environmental, and other benefits over the
medium to long term.

Development Contributions

In 2003, a Development Contributions policy was
introduced to assist with funding new infrastructure

that is needed as a result of growth in the District. Over
the years, we have invested more than $22 million in
providing infrastructure for anticipated developments
which would use and pay for this infrastructure. However
due to many factors, including the global financial crisis,
growth slowed dramatically, and Council decided in

2014 that it was not justifiable to continue to charge
Development Contributions.

Sustainable growth has again become evident in some
locations in the Far North, and to ensure that the
implications of growth are funded in a fair and balanced
way, Council intends to introduce a new policy and
charges as soon as possible. This can only be achieved in
concert with Programme Darwin'’s delivery of core asset
capacity and condition data, which will not be available
until June 2021, too late to implement a new policy and
charges for 1 July 2021.

Given that a Development Contributions policy can only
be adopted alongside a Long-Term Plan, Council plans

to amend its 2021-31 Long Term Plan in its first year to
consult on and adopt a policy for implementation on 1 July
2022.

Expenditure

Note that total operating expenditure is net of remissions
which range from $2.1 million to $2.5 million annually
over the 10 years of the 2021-31 LTP. This expenditure is
netted against rate income.

Operating expenditure

Total annual operational expenditure is forecast to
increase from

$192

million

A
$140

million

2021 «— 10years —— 2031
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Total annual revenue is forecast to increase from

pao2
i

The forecast levels of operating expenditure and

revenue across the 10 years of the Plan. This provides for
an operating surplus in every year of the Plan sufficient to
balance the budget in accordance with Section 100 of the
Local Government Act 2002.

The following tables show the split of total forecast
operating costs for each activity and expenditure type for
the planning period.

Breakdown by activity

Breakdown by activity $m % of total
Roading and Footpaths 557,942 33.2%
Water Supply 192,136 11.4%
Wastewater 126,682 7.5%
Stormwater 63,255 3.8%
Solid Waste Management 62,427 3.7%
Total 1,002,442 59.7%

District Facilities 205,110 12.2%
Customer Services 166,076 9.9%
Environmental Management 115,922 6.9%
Strategic Planning and Policy 103,353 6.2%
Governance and Strategic 85,519 5.1%
Administration

Total 675,980 40.3%
Total activity expenditure 1,678,422 100.0%

Capital expenditure

Total annual spend on capital projects ranges from $96
million to $140 million.

Expenditure is funded by:

+ a combination of operating surpluses;
* rates collected for depreciation; and
+ Government subsidies and debt.

The graph below illustrates planned capital expenditure
over the 10 years of the Plan of $1.1 billion. 39% of total
expenditure is for the renewal of existing assets, with 61%
for improving levels of service.

Capital expenditure per year
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o
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Council has undertaken a comprehensive review of all
funding mechanisms (including rates). We have committed
to developing an Asset Management System to ensure
that asset information is provided that will allow for
improved planning for asset replacement. Until the work
required to implement the system has been completed,
Council is planning a business-as-usual approach which
includes funding depreciation rather than renewals.

Limiting our capital works programme

Council remains committed to strengthening its capacity
and capability to maintain and renew assets, to ensure
that the continued provision of effective service now
and into the future. This is imperative in proposing a
capital works programme that is affordable, realistic and
achievable.

Council's commitment to capital works delivery is an
average annual programme of $82.9 million in the first 10
years of the plan across network infrastructure groups.
This includes work that is subject to Government support.

Breakdown by activity $M  Average
Network

Roading and Footpaths 493,081 -
Wastewater 177,174 -
Stormwater 42,575 -
Solid Waste Management 11,225 -
Water Supply 105,250 -
Total 829,304 82,930

other

District Facilities 189,568 -
Environmental Management 1,961 -
e
Customer Services 18,942 -
Strategic Planning and Policy 285 -
Total 239,475 23,947
Total activity expenditure 1,068,779 106,878

Borrowing levels

500
450

400

350

300

250

$ millions

200
150
100

50

2022 2023 2024 2025 2026 2027

Renewals and depreciation

Council recovers the expense of depreciation through
rates. The depreciation expense is determined by
spreading the value of the asset being depreciated
across its useful remaining life. For complex assets such
as a wastewater system, depreciation is calculated for
each category of the component parts that make up the
complete system, as each category of component asset
may have a different useful life.

Council maintains its assets on an annual basis and
periodically renews (replaces or overhauls) the assets that
make up the component parts of the larger systems so
that, generally, the asset is kept in a condition to provide
the required level of service over the long term.

@ Borrowing headroom

@ Predicted Borrowing

2028 2029 2030 2031

Over the lifetime of our assets, the amount of
depreciation charged, and the amount spent on renewals
should be equal.

As part of the 2020-21 Annual Plan, Council agreed not to
fund 24% of the depreciation charge for strategic assets
(predominantly water and wastewater assets) to assist the
communities that were facing significant impacts resulting
from COVID-19. As part of the 2021-31 LTP, Council will
continue to modify the funding policy relating to the rate
impact of depreciation for the first three years of the plan.
The basis for this is twofold:

1. Programme Darwin is on track to provide asset
information on which future renewal of assets can
be based. This could see a move away from funding
depreciation, to funding renewals through rates and/
or borrowing.
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2. The economic impact of COVID-19 will continue to The below chart shows the average ratio of renewals to
be felt by the business community and the targeting depreciation is expected to be 98.4% for the 10 years of
of this change to strategic assets will reduce the this Plan.
rate impact for all connected services, including
commercial ratepayers, and help to ease the
economic downturn resulting from the closure of the
boarders to offshore travellers.

Renewals to depreciation

Ratio of renewals to depreciation

120%
97.4%
92:5%-90.5%
85.3%
728% - 69:9%4 e Average
62:0% 62.2% 8
% of renewals
to depreciation
40%
0% T T T T T T T T T )
2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
_Capital expe.nditure by aFtivity type is allocated as shown Breakdown by activity
in the following table. This shows that over the 10-year
period 77.6% of capital expenditure is focussed on Breakdown by activity $M % of total
network infrastructure. Network
It is also recognised that our community facilities such as Roading and Footpaths 493,081 46.1%
playgrounds and reserves are important to our District Wastewater 177,174 16.6%
promoting the vision of Creating Great Places, Supporting Stormwater 42 575 4.0%
Our People. To that end, our proposed capital expenditure - : : .
includes District Facilities spend of 17.7% of the remaining Solid Waste Management 11,125 1.1%
total capital budget in the 'other' category. Water Supply 105,250 9.8%
Total 829,304 77.6%
District Facilities 189,568 17.7%
Environmental 1961 0.2%
Management
Governance and Strategy 28,717 2.7%
Customer Services 18,942 1.8%
Strgteglc Planning and 785 0.0%
Policy
Total 239,475 22.4%

Total activity expenditure 1,068,779 100.0%
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Major capital projects

Estimated
Key Project Timing cost $m
Water Development of Year 1 4.90
the Sweetwater
borefield and
pipeline
Upgrade watermain, Year5 9.69
Heritage Bypass,
Kerikeri
Wastewater Reducing Years 11.30
wastewater 1t06
overflows in Kaitaia
Kaikohe wastewater  Years 13.53
upgrade 3to5
Kaitaia wastewater Years 6.66
scheme 4to5
improvements
Kerikeri wastewater  Years 35.24
treatment plant 8to 10
upgrade
Taipa wastewater Years 8.26
treatment plant 1to6
upgrade
Stormwater Upgrade to Kaikohe  Years 4.1
stormwater lines 5to7
Moerewa Years 2.26
stormwater 1to2
upgrade
Transport  Dust sealing of Years 15.20
critical risk roads 1to5
(unsubsidied)
Assets

Fixed assets valued as at 30 June 2020

Comprise of core network assets

$1 951 Other Roading
S 71% Water supply
Billion $1.380 Wastewater
billion
Stormwater

Asset Management Plans have been prepared for
infrastructure assets, setting out required maintenance
and renewal expenditure to ensure they are appropriately
managed and maintained to provide our targeted levels of
service.

Council also holds a number of operational and
investment assets including property (land, buildings and
ground leases) and small forestry blocks held for sewage
soakage/ponds.

Assets are revalued according to the accounting polices
set by Council.

Minimising risk

Council carries comprehensive insurance for reasonably
foreseeable risks for infrastructure (other than
underground assets, which are generally undamaged by
weather events). The premiums remain high and we have
a $100,000 excess for weather related events to help keep
the premiums more affordable. For significant storm-
related roading damage, we are generally able to access
emergency funding through central government which
helps to offset the costs of restoration and rehabilitation,
but there can be substantial delays in receiving funds and
they are not always enough to return services to the state
they were in before the event.

In previous years, Council prudently decided to rate 1%
for emergency flood related works, and that rate has been
continued in this plan. The funds raised contribute to the
emergency roading works subsidy received, and where
possible, provide funds for replacement of other damaged
assets. Where costs arising from a major event exceed
available funding, we re-prioritise our work programmes
as necessary to address the short-fall.

Limits and policies

Limit on rates (excluding water) as a percentage
of revenue

Council does not have a diverse income stream, with the
main source being rates and contributions from fees and
charges and government subsidies (e.g. transportation).

Council will limit rates (excluding water) collected each
year to a maximum of 90% of total Council revenue.

As part of every Annual Plan and LTP this limit will be
reviewed to ensure it remains appropriate considering
Council's financial position and the global economic
conditions at that time.
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Rates as a percentage of revenue
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Limit on rates increases

The limit on rates increases is set at LGCI plus 3.5% for the entire plan.

There may be extraordinary circumstances in which Council may choose to go outside this limit, for example, funding a clean-
up from a catastrophic event. These occasions are considered unlikely and therefore have not been provided for in this Plan.

Rates (increase) affordability
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4%
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Percentage Increase
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Limits on borrowing

Net debt as a % of revenue
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External debt is planned to be $158.8m at the start of this
plan and then peak at $330.8m by 2030/31. Council has
also considered the impacts of its borrowing against the
debt servicing benchmark.

Securities for borrowing

Council currently secures its external borrowing against
the total of rates revenue via a registered Debenture Trust
Deed.

Council organisations

The Council-Controlled Trading Organisation (CCTO)

Far North Holdings Limited (FNHL) is a wholly owned
subsidiary of Council. FNHL serves as Council’s
commercial function, therefore facilitating and developing
commercial and infrastructural assets with the aim of
maximising profit for its shareholder, the Council.

FNHL's income from investments is paid to Council in

the form of a dividend. In the past two years, Council

has allowed FNHL to reinvest the net profit (after tax),
minus the dividend, in new commercial projects. Future
opportunities for this re-investment will be considered by
Council based on merit.

While we acknowledge that the amount of return on
financial investment is the responsibility of the lender
and therefore outside of Council's control, it is a legal
requirement to identify targets for the returns received
on its investments and equity securities. In keeping with
Council's objective: ‘To invest in a secure, low risk vehicle
which will result in lower return in investment but does
not compromise on the principle’, the quantified financial
investment target is to achieve a return equivalent to the
five-year government stock rate. Targeting returns for
equity securities is not applicable.

The 2020 Coronavirus pandemic created a downturn in
income for FNHL. The closure of the border to cruise ships

2028 2029 2030 2031

and tourists has significantly impacted the business, and
revenues from the Bay of Islands Airport in the form of
landing fees and these have been disrupted, sometimes
at very short notice, as New Zealand continues to be
substantively locked down to international tourists.

Dividend returns to Council are therefore forecast to be
disrupted for at least the next few years until such time
as the borders open and international tourism rebounds.
Treasury and Business and Economic Research Limited
(BERL) assume this to be no earlier than January 2022.

Monitoring and reviewing the strategy

As part of business as usual we constantly scan both
the financial environment and our own performance to
monitor:

+ The sustainability of our financial performance and
position

+ Any emerging risks

* Whether the Strategy is being implemented as
intended

+ Any trends in the community’s ability to pay.

The Strategy will be reviewed tri-annually as part of
the LTP process. Consideration will also be given to the
impacts of any significant changes in local, national or
global economic conditions during each year's Annual
Plan process.

Supporting information

The strategies and policies listed have been developed in
conjunction with the LTP and can be obtained from our
website:

* Revenue and Financing Policy
+ Treasury Policies
* Infrastructure Strategy
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Long Term Plan disclosure statement for the period commencing 1 July 2021
The purpose of this statement

The purpose of this statement is to disclose Council's planned financial performance to enable the assessment of whether
we are prudently managing revenues, expenses, assets, liabilities and general financial dealings. We are required to make
this disclosure under the Financial Reporting and Prudence Regulations 2014. Refer to these regulations for more detail,
including definitions of some of the terms used in this statement (www.legislation.govt.nz).

For the period spanning 2021 to 2031, we expect to meet all of these benchmarks, and by doing so, debt ratios will
remain low, along with limits on rates revenue, rates increases and borrowing will stay within our self-imposed limits,
demonstrating a strong and prudent financial position.

Rates affordability benchmarks
We meet the rates affordability benchmark if:

+ Planned rates income equals or is less than each quantified limit on rates; and

+ Planned rates increases equal or are less than each quantified limit on rates increases.

Rates (income) affordability 95%
(]
This graph compares planned rates with a g 90%
quantified limit on rates contained in the o soo
Financial Strategy included in this Long Term %5 "
Plan. The quantified limit is that rates income & gy -
. . o @ Limit
(excluding water) will not exceed 90% of total o
revenue. Council forecasts rates income g 75% Actual
within this limit for the period of the LTP. ° o
At 0
5]
c
¥ 65%
5
60%
2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
Rates (increases) affordability 8%
This graph compares planned rates 7% A
increases with a quantified limit on rates 6%
increases contained in the Financial
Strategy included in this Long Term Lo @ Quantified
Plan. The quantified limit is that the S a0 A mit on
rates increase should not exceed LGCI e .. increase
plus 3.5%. Council forecasts rates 3% 1 Proposed
increases within this limit in all years of 2% wipase
the LTP. 1o limit
6 |
O% - T 7T T T 7T 7T T T

2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
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Debt affordability benchmarks

External debt

@ Limit

® Borrowing

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

500,000
This graph compares planned debt g 450.000
with a quantified limit on borrowing ~ § 400,000
contained in the Financial Strategy ¢ 350,000
included in this Long Term Plan. "§ 300,000
The quantified limit is that net debt f,E 250,000
be no higher than 175% of total T 200,000
revenue excluding capital subsidies ‘E’ 150,000
until 2024/25. After 2024/25 it is = '
expected to increase to 280% of § 100,000
revenue excluding capital subsidies 50,000
as Council expects to have secured -
a credit rating. Council forecasts
external debt levels within this limit
for the period of the LTP.
Balanced budget benchmark 160%
140%

The following graph displays

our planned revenue (excluding
development contributions,
financial contributions, vested
assets, gains on derivative vested
assets, gains on derivative financial
instruments, and revaluations of
property, plant and equipment) as
a proportion of planned operating
expenses (excluding losses on
derivative financial instruments and
revaluations of property, plant and equipment).

Revenue/expenditure %

We meet the balanced budget benchmark if planned
revenue equals or is greater than planned operating

1317%

expenses. Council will achieve this benchmark in all years

of the LTP.

Essential services benchmark

The following graph displays our planned capital
expenditure on network services as a proportion of

expected depreciation on those same network services.

We meet the essential services benchmark if planned
capital expenditure on network services equals or

is greater than expected depreciation on network
services.

Council will achieve this benchmark in all years of the
LTP.

Debt servicing benchmark

The following graph displays planned borrowing
costs as a proportion of planned revenue
(excluding development contributions, financial
contributions, vested assets, gains on derivative
financial instruments, and revaluations of
property, plant and equipment). Council meets
the debt servicing benchmark if planned
borrowing costs equal or are less 10% of
planned revenue. Council expects to achieve this
benchmark in all years of the LTP.
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Ta Tatou Rautaki a-Taapapa

Our Infrastructure Strategy

The Far North District Council (Council) is the steward of
stormwater, wastewater, water and transport assets that
are vital for households, businesses and communities.
These assets represent a major investment by today's
communities and future generations.

Roads that make up the Far North transport network

are vital lifelines for communities and provide

important networks for road freight. The three waters
infrastructure (water, wastewater and stormwater) is
critical for providing for the wellbeing of communities
and supporting urban growth. The management of these
assets is long term, with the lifespan of much of the
infrastructure spanning generations.

This Infrastructure Strategy has been prepared in
accordance with the requirements of Section 101B of the
Local Government Act 2002 (LGA) and:

« Identifies our significant infrastructure issues for
transport, water, wastewater and stormwater over the
next 30 years (2021-2051)

+ Summarises the main options we have for managing
those issues, our strategic response and likely course
of action

+ Sets out the likely cost implications of managing
infrastructure over the next 30 years.

Council prepares an Infrastructure Strategy every three
years as part of the Long Term Plan (LTP) process. This
is Council's third Infrastructure Strategy and serves as
an update to the version prepared in 2018 during the
LTP 2018-2028 process. This strategy covers water,
wastewater, stormwater, and transport assets owned by
Council.

Strategic framework

Infrastructure plays a vital role in promoting the wellbeing
of our communities. How we invest in and manage our
assets now will have implications for future generations.
This document sets out our infrastructure management
approach for the next 30 years, considering any likely
significant challenges ahead of us.

This document serves as a connection between the 10-
year financial planning horizon of the LTP and Council’s
longer-term strategic asset delivery approach. This
strategy is part of a suite of long, medium and short-term
strategies, plans and policies that contribute to the long-
term sustainable management of Council's infrastructure.
The Strategy sits above the asset management system
and asset management plans and is a key supporting
document for the LTP 2021-31, reflecting the contribution
to our vision and the outcomes we aspire to achieve for
our communities. Key strategic links are shown in 2.1 - 2.3.

Our vision

Council has adopted the District-wide vision: He Whenua
Rangatira - a district of sustainable prosperity and wellbeing.
He Whenua Rangatira was developed collaboratively with
the Far North community.

Infrastructure is a key platform on which community
wellbeing is provided for. The goal of this strategy is to
support our District-wide vision through the provision of
infrastructure.

Our community outcomes

Council's community outcomes are set out below. Council
acknowledges these as aspirational long-term goals that
Council aims to help its communities to achieve. The
provision of core infrastructure is an essential part of
achieving these goals. The 30-year Infrastructure Strategy
is therefore a key document to map out the long-term
issues and opportunities that may affect these aspirations.

The community outcomes we believe our District needs to grow and succeed are:

Communities that are healthy, safe, connected and sustainable

Our aspiration is that communities have access to everything that they need to have a good quality of life.
We have the freedom of opportunity and choice in the way that we live. We know our communities and
can participate in all that they have to offer.

Connected and engaged communities prepared for the unexpected
‘ Our communities are aware, informed and well-equipped to be able to respond to an unexpected event.

our strength.

We are resilient and know that we can look to each other to get through whatever comes our way. This is

Proud, vibrant communities

Our communities celebrate who they are and where they live. We embrace and respect the diversity
within our communities and take pride in our unique places and spaces. We are working together to

achieve our aspirations.
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Prosperous communities supported by a sustainable economy

Our communities are unlocking the potential of our district and are empowered to pursue opportunities.
We are leveraging our valuable resources and producing quality products that will directly support our
communities. Our communities are known for quality, for manaakitanga and for prosperity

A wisely managed and treasured environment that recognises the special role of tangata whenua
as kaitiaki

Our natural resources are valued and are thriving. We are safeguarding them for the future and ensuring
that they are being used sustainably. We are actively seeking balance in the environment to maintain its
life-sustaining properties for everybody to enjoy.

We embrace and celebrate our unique culture and heritage and value it as a source of enduring
pride

Our unique culture and heritage define our journey as a district. We embrace and respect all cultures
without our communities, and we are proud of our unique history.

Long Term Plan Strategic Priorities

The Long Term Plan 2021-31 is focused on addressing seven strategic priorities intended to provide for the wellbeing of
our communities and achieve the community outcomes we have identified. These strategic priorities are:

Protecting our water supplies

This priority is about improving the resilience of our water supplies during periods of extended dry
weather. The importance of this priority was made all too clear during the severe drought event that
affected Northland during the 2020/21 summer.

Enable sustainable economic development

This priority is about acknowledging the role Council can play in supporting economic wellbeing, which is
particularly important as a result of the impacts of the COVID-19 pandemic on the tourism sector - one
of the biggest contributors to our local economy.

Better asset management

Our district is large, and our communities are dispersed. Providing water and roading infrastructure to
many, small communities places a heavy burden on our limited resources. Our decision making around
how we renew and upgrade our assets is limited by the way we gather and store our asset information.
This strategic priority is about continuing to invest in our asset management approach in order to
optimise our infrastructure investment, improving both the reliability of our services and their overall
cost.

Deepen our sense of place and connection

Our communities are diverse and spread across our District. It is important that each of our
communities feel that sense of belonging and connection that will build future resilience and ensure our
communities can and are able to connect across our District and region.

Adapt to climate change

Council recognises that climate change is one of the biggest risks we face in the Far North. The Council
has adopted a Climate Change Roadmap and will soon engage with the community on its goals and
principles. The first stages of the roadmap will be implemented during the period covered by the Long
Term Plan 2021-31.

Address affordability

A significant challenge we face is paying for the public services our communities require to maintain

a quality standard of living. Most of the money that pays for these services comes from individual
households through rates. Balancing the cost of services against a relatively low number of ratepayers is
a significant challenge. In the Long Term Plan 2021-31, Council is looking at options that could lessen the
burden on those who can least afford it.

Far North District Council | Te Pae Tawhiti | Long Term Plan 2021-31 36









Our economy

Economic growth in the Far North District averaged 2%
per annum over the 10-year period 2009-2019 compared
with an average of 2.5% per annum in the national
economy. The District accounts for 0.8% of the national
economy and 31% of the Northland regional economy.
Tourism and Primary Production (agriculture, forestry and
fishing) are by far the greatest contributors to the local
economy, with these sectors combined contributing 25%
to the Gross Domestic Product in 2019. By comparison
the contribution of these sectors to the national GDP is
around 11%>.

Maori are making an increasing contribution to the
economy of the Far North District. Over the past ten years
(2009-2019), the number of filled jobs (both employed

and self-employed) held by Maori grew at an average rate
of 1.5% per year, more than twice the average annual
growth in filled jobs held by non-Maori in the district
(0.7%). Maori account for 38% of total filled jobs in the Far
North District in 2019 compared to 36% in 2009. The main
industries in which Maori hold filled jobs are education
and training; agriculture, forestry and fishing; health care
and social assistance; accommodation and food services;
and construction. These five industries account for 56%
of all Maori employed in the Far North and 78% of the
increase in filled jobs held by Maori between 2009 and
2019. The average income of Maori receiving wages and
salary in the Far North was $32,174 in 2009 representing
86% of the average income received by a wage and salary
earner in the Far North. By 2019, this had increase to
$46,651, equivalent to 95% of the district average.

Key strategic links

Capital achievability

While Council acknowledges that the construction market
has tightened across the country, and that all councils are
competing for constrained engineering and construction
resources, to maximise local availability we are working
with contracting partners by packaging projects to
encourage them to take on more experienced and trainee
staff over longer terms. We also continue to help tier 2
and 3 local suppliers become Site Safe accredited so that
they can bid for work that they would not normally have
considered.

Asset information reliability

While Council continues to be confident that the asset
data used to develop asset renewals programmes is
reliable, condition information for some individual assets
is limited. In this LTP Council confirms its intention

to continue its condition assessment programme to
validate the renewals model and to enable a higher level
of confidence in three waters asset data. Refer to the
Infrastructure Strategy Asset Information assumption on
page 60.

Roading subsidies
While Council adopts its LTP in June, Waka Kotahi NZ

Transport Agency do not make their final decision until
September, so we adopt the LTP with some uncertainty
about the level of subsidy funding we will receive. Just
prior to adoption, Waka Kotahi NZ Transport Agency
announced interim funding allocations, indicating that the
final decision is likely to allocate at a lower level than most
councils were expecting.

The Northland Transportation Alliance (NTA) and Council
have assessed the situation and determined that with the
shortfall indicated there is still sufficient funding available
to maintain levels of service at the same level as the
current year. Council has received an indicative allocation
for maintenance and renewal work which is $17m less
over three years than the original bid made. Council has
decided to reduce the renewal budget evenly across the
first three years of the plan in the absence of any clear
detail from Waka Kotahi NZ Transport Agency. The work
programme will be revisited once final allocations are
notified by Waka Kotahi NZ Transport Agency and projects
prioritised by Council to determine if planned work is to
proceed and how it could be funded.

Far North 2100

Far North 2100 (FN2100) is a high-level strategy which
will be implemented via placemaking and spatial
planning initiatives, including area plans. The strategy
covers a period of 80 years and is intended to guide the
implementation of the District's vision - setting direction
for Council's various functions, while acknowledging
the role Council plays in shaping the district. FN2100 is,
at the time of writing this document, in draft and will

be consulted on at the same time as this Infrastructure
Strategy.

Because the Infrastructure Strategy is being developed
concurrently with FN2100, full alignment of both will be
evident in the next iteration of the Infrastructure Strategy
in 2023. That said, the vision FN2100 seeks to achieve is
He Whenua Rangatira- a district of sustainable prosperity
and wellbeing.

Far North District Plan Review

A full review of the Far North District Plan is presently
underway and is entering the final phase of the drafting
process. The District Plan review has a strong focus

on linking land use activities with the need to enable
sustainable and resilient infrastructure. This focus

is being driven in part by Section 31 of the Resource
Management Act 1991 (RMA) which, among other things,
requires a district plan to ensure that there is sufficient
development capacity to meet the expected demands

of the District. In addition, the District Plan objectives
framework has been developed to address a number of
significant resource management issues inherently linked
to the long-term provision of infrastructure. Key relevant
objectives identified as part of the District Plan review are
summarised as follows:

* Urban sustainability: the scale, type and design of
urban development will be applied to the availability

5 Source: Far North District Economic Profile, Infometrics, https://ecoprofile.infometrics.co.nz/Far%2bNorth%2bDistrict
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or provision of infrastructure, servicing urban areas to
enhance wellbeing.

* Affordable infrastructure: optimise and protect
the use, development and operation of existing
infrastructure and ensure new infrastructure is resilient
to meet the needs of the community

* Hazard resilience and climate change: climate
change hazards are recognised and managed,
promoting healthy, safe and resilient communities.

The draft District Plan will be released for public feedback
in early 2021 and a proposed version notified in the last
quarter of 2021. The District Plan review represents a

key opportunity to achieve alignment between land use
activities and the direction of this Strategy.

District Transport Strategy

The Integrated Transport Strategy addresses key
transport problems faced by the District. These issues
include safety and network resilience, addressing

levels of service and climate change risks, planning

for growth, community connectivity, and a shift to a
multimodal transport response in urban areas. The
Integrated Transport Strategy was formally endorsed by
Council in December 2020 and has been used to inform
the transport investment portfolio for the 2021-2024
Regional Land Transport Plan (RLTP) and the upcoming
Long Term Plan 2021-31 (LTP). The strategic direction of
the Integrated Transport Strategy has informed long-
term direction of this strategy in respect of transport
infrastructure.

Programme Darwin

The current Infrastructure Strategy (2018-48) identified
the need to improve the way we manage our assets as a
strategic priority. Consequently, Council implemented a
programmed approach to fundamentally transform our
asset management. Programme Darwin was initiated in
2019 and contains four distinct work streams:

* System development, including full data cleaning and
migration into the new system (INFOR) and integration
with FNDC's existing IT infrastructure.Data capture
and analytics, including ongoing condition assessment
of assets in accordance with agreed prioritisation
criteria and on-going analytic and reporting of INFOR
data.

e Culture and transformation, integrating our
improved asset management approach across the
Council so that it becomes part of the culture of
what we do. A key deliverable for this componentis
the development of living asset management plans
(LAMPs).

* Leadership and engagement, ensuring the new
asset management system is appropriately resourced,
staff are given adequate training and key external
stakeholders and elected members are engaged such
that they are directly benefiting from the programme
investment.

The timeline for the delivery of the above milestones is presented in Figure 4.

Figure 4. Programme Darwin milestones and timing
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commence in early 2021. Data capture and condition
assessment of critical assets is presently underway, and
Council will develop a maintenance programme to enable
the resourcing of on-going asset condition assessments
to optimise asset life cycle management via a revised
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asset management approach. A budget of $9M over 10
years is being proposed via the Long Term Plan 2021-31
to resource asset condition for three waters assets. That
budget will be part of the next Long Term Plan process
once the condition assessment programme has been
underway for several years.

COVID-19 Economic Impact

The global economic and health crisis caused by the
COVID-19 pandemic is expected to have long-lasting
effects on New Zealander's way of life. Recent modelling
undertaken by Business and Economic Research Limited
(BERL® indicates that while most industries are expected
to recover over the next 10 years, the industries that make
up much of the tourism sector (accommodation and food
services, and arts and recreation) are unlikely to recover
employment back to their pre-pandemic state for some
time beyond 2030.

Even under the best-case scenario, the modelling
predicts key tourism industries will be employing around
40% fewer people in 2030 compared to 2020. This has
potentially significant implications for the Far North
District, given the significant contribution tourism plays in
supporting the local economy.

Post the level 4 lockdown, BERL worked with Treasury to
determine the likely course of recovery for New Zealand.
All acknowledge a far greater level of uncertainty this time
around, which has led to departure from an assumed
single scenario.

BERL projected three potential scenarios:

* Mid-scenario likely 5 to 7 year recovery (the most
realistic)

* Faster rebuild likely 2 to 3 year recovery (unlikely)

+ Stalled rebuild likely 7 years (worst case scenario)

The Local Government sector has been advised by BERL to
plan for the mid-scenario.

The main Treasury assumptions built into the adjustors
are:

+ Borders remain closed until 1 Jan 2022 with possible
safe zones/travel bubbles.

+ Unemployment will likely peak at 7.8% between June
2021 and March 2022, with a recovery of at least two
years but more likely four+ years.

While this seems at odds with the short-term effects

on the economy, which have benefited from being
community COVID-19 free, summer and Christmas,
Treasury base their adjusters on a long-term view of the
economy. For the Far North District, the biggest impact
has and will continue to be on tourism, especially those
reliant on the international market. Again, the impact
over the high season will be lessened by increased
domestic numbers. The Far North primary sector,
especially food production, is seen to be very resilient to

the detrimental effects on international trade and remains
a growth industry.

However, the roll out of vaccines and both supply and
public uptake will be the determinants for reopening
borders around the world and enable the distribution of
goods and services to return to pre-COVID levels.

Water and Wastewater Reform Programme

The Department of Internal Affairs (DIA) is leading a
major reform programme for drinking water, wastewater
and potentially stormwater. The reform was initiated to
address challenges across the country associated with
service delivery, including improving the reliability of asset
information and addressing gaps in renewals funding.
This has seen the development of new legislation and

the creation of Taumata Arowai, a new water services
regulator with the mandate to oversee and enforce a new
drinking water regulatory framework, with an additional
oversight role for wastewater and stormwater networks.

The reform process includes a national $761 million
package designed to stimulate the economy for those
councils that sign-up to a non-binding memorandum

of understanding (MOU) in support of the reform
programme. Council has signed the MOU and has secured
$11.8M of this funding. Council plans to use this funding
to establish new water sources for the Kaitaia and Kaikohe
water supply schemes and update network modelling

for our water, wastewater and stormwater assets. These
three projects make up over $7M of the $11.8M grant
funding. The remainder of the funding is proposed to

be used for a few minor operational initiatives (such as
professional fees for water safety plan development,

and wastewater treatment management plans, contract
services for leak detection and staff salaries for fixed term
positions).

The next stage of the reform programme is likely to ask
councils to opt-in to multi-regional groups which may
form the basis for a new ownership and management
model. The intention is for any new entities to commence
operation in 2023, although this is by no means a
certainty. The reform programme represents a significant
shift in the way water infrastructure is managed in the
long-term. Short-term, the stimulus package will go some
way to minimising the financial impact of expenditure

on the ratepayer while stimulating an economy that

has suffered as a result of the water shortages and the
pandemic.

Our significant challenges

This section identifies the significant infrastructure
challenges the Far North District faces, our responses for
managing the challenges, and what the responses mean
for our communities. Infrastructure is the platform on
which community wellbeing is built. Therefore, the way we
manage and deliver infrastructure will play an important
role in achieving the district vision - He Whenua Rangatira.
Our goal for this strategy is to provide strategic

6 Economic scenarios to 2030 - The post-COVID-19 scene. Prepared by Business and Economic Research Ltd, Hongongoi 2020.
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is to lead best practice enterprise asset management in
New Zealand. This strategy needs to align with that vision
because it is critical to achieving the community outcomes
identified by Council and it will require a long-term
investment in gathering asset information, resourcing

the ongoing management and integration of our asset
management system, and continuing to enhance our
asset management culture.

Response 1: Continue to invest in our asset
management programme

The 2018 Infrastructure Strategy signalled the need for
a shift in the way asset management is implemented,
pointing to sound asset management as the foundation
to addressing the other significant infrastructure issues
set out in that same strategy. This remains the case for
this iteration of the Strategy. Council has acted on the
direction set by the 2018 strategy, initiating substantive
steps to improve asset management practices through
Programme Darwin.

Broadly there are two themes to the programme:
developing tools to support sound asset management
practices; and improving our asset management culture.
The former is nearing completion with the finalisation

of a new enterprise asset management system (INFOR),
with data migration completed towards the end of

2020. 2021 will see ongoing integration with Council's
systems, including the development of a living asset
management plan (LAMP) for our three waters assets and
district facilities (such as halls, sports grounds and open
spaces). The LAMP will draw data directly from INFOR,
significantly reducing the labour requirements for asset
management plan development and ensuring consistency
with council's asset management data. Over the same
year, the programme includes a full suite of people and
culture initiatives aligned with the new data management
and reporting system. This includes development of an
on-going asset condition assessment to improve the data
quality and integrity of the asset management system.

Despite the various initiatives that have been put in
place to improve our asset management approach,
asset management will remain a significant issue for
Council until the benefits of the programme have been
fully realised. Realistically, these benefits will not start to
become apparent until the next Infrastructure Strategy
in 2024. Accordingly, it is considered essential that asset
management remain a strategic priority considering the
fundamental role sound asset management planning
contributes to addressing other significant infrastructure
issues and ultimately achieving the community outcomes
identified by Council.

Key Strategic Responses

These are the key significant decisions Council has made
to respond to the continued need to invest in our asset
management programme.

Condition assessment programme

At present Council has low confidence in underground
asset condition, particularly for stormwater. Condition
information that has been collected has typically been

in the form of one-off reports or surveys used for short
term decision making rather than building a picture

of overall asset condition across our networks. Good
information about our assets is the foundation to lifecycle
management, allowing for more resilient and cost-
effective infrastructure.

With the deployment of our new INFOR asset
management system, we now have a robust platform on
which we can store and analyse asset information. Council
intends to commit expenditure towards an on-going
programme of condition assessment for our three waters
assets over the 10 year period of the LTP 2021-31. The
purpose of this work is to enable better decision making
around when we replace our assets in accordance with
the asset management approach developed as part of
Programme Darwin. As better data and information is
gathered, the strategy is to optimise lifecycle management
and improve integration between asset management,
district planning and our financial strategy.

What it means for our communities

This decision will enable Council to optimise the way

we invest in infrastructure, focusing on lifecycles and
whole-of-life costs, resulting in a more cost-effective
infrastructure delivery approach and more resilient
assets. Council intends to commit $10M over the 10 year
period of the LTP towards conditions assessment for
our three waters assets. It is assumed that the condition
assessment programme will be required throughout

the term of the strategy at an equivalent amount to that
which has been budgeted for years 1-10.

Network modelling programme

Three waters reticulation networks comprise of many
kilometres of underground pipes of varying sizes. Network
modelling enables Council to understand how these
assets perform now and how they will perform in the
future as various catchments within each network grow.
Network modelling allows Council to make informed
decisions about when it is best to replace assets and to
what specification considering growth trends. Modelling
is a critical component of asset lifecycle management
and for supporting district planning, particularly within
the ambit of Section 31 of the Resource Management
Act 19917. Network modelling will allow us to predict
investment requirements to service future growth, which
is essential to implementing non-rate based funding
mechanisms for future infrastructure delivery.

What it means for our communities

Council has identified $3M is intended to be allocated to
network modelling from the $11.8M grant funding that is
available under the Three Waters Reform stimulus

7 Section 31 requires Councils implement and review policies and methods for ensure that there is sufficient development capacity in

respect of housing and business land.
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package. Should funding be approved, Council will be
required to spend the funding by the end of year one

of this strategy. This is a very limited timeframe and
there is a risk that some of the modelling work will not
be delivered within that timeframe due to the number
of schemes that require modelling, the resourcing
requirements to project manage $3M of expenditure,
and the availability of contractors to undertake the work.
Should that be the case, any outstanding modelling work
may need to be funded from Council’s rates income.

Network modelling is an on-going process and each
model needs to be updated periodically to consider

the latest information (e.g. growth data, population
forecasting information, new condition information).
Network modelling should be treated as an on-

going programme of work that continues beyond the
completion of the modelling work undertaken as part of
the stimulus package.

Beyond Programme Darwin

Programme Darwin commenced in 2018 and represents a
series of projects that make up a continuous improvement
programme for Council’s asset management approach.
The projects under the programme include initiatives to
capture, store and analyse asset data to enhance the basis
for making investment decisions; in addition to initiatives
intended to ensure improvements in the culture and

staff resourcing for asset management. The programme
has made substantial headway insofar as developing an
enterprise asset management system and resourcing

the personal required to successfully migrate our asset
data into the new system. However, the programme
represents a long-term investment in the continuous
improvement of council's asset management approach,
and the resourcing of personal, data capture, and training
will be required beyond the conclusion of the programme
implementation.

What it means for our communities

The long-term follow through with Programme Darwin’s
initiatives will result in increased operational expenditure
as Council continuously improves its asset management
approach. Whilst this operational expenditure will have
an impact on rates, it is expected the improvements in
Council's asset management approach brought about

by this investment will result in savings elsewhere (e.g.
through lifecycle optimisations), potentially new funding
streams (e.g. development contributions) and a more
resilient infrastructure network.

Response 2: Optimise the way infrastructure is
funded and delivered

At present, rates are the primary means of funding
infrastructure. The 2021 Financial Strategy has assumed
that the costs of infrastructure services will continue to
rise faster than general inflation over the 10 year term

of the Long Term Plan 2021-31 in accordance with the
Local Government Cost Index (LGCI). This means rates will
increase above the level of inflation over the term of the
Long Term Plan 2021-31.

The Integrated Transport Strategy also identifies limited
funding to deliver on the district transport requirements
as a key strategic problem that requires addressing
through the transport strategy. As identified, the Far
North District has high levels of deprivation, suggesting
that many parts of the community may find sustained
rates increases difficult to afford. This issue has the
potential to become acute over the term of the 10-year
financial strategy because of the forecast decrease in
tourism spending and unemployment caused by the
COVID-19 pandemic. Moreover, towards the latter parts
of this strategy, population aging is forecast to become
more pronounced, further exacerbating the issues around
people’s ability to pay for infrastructure. The implications
of climate change are predicted to impact on our levels of
service without substantial investment.

Our strategic response to these changes has two broad
themes, optimising the way we fund infrastructure; and
working with communities to change the way we provide
services whilst supporting community wellbeing. The
former theme is something that we plan to work towards
over the first five years of this strategy, with the intention
of initiating changes as part of the LTP 2024-34 process.
The second theme represents a gradual shift in the way
services are delivered. To be successful, we acknowledge
it is important to work with communities, other local
authorities, and central government to ensure decisions
achieve the best balance between supporting community
wellbeing and optimising the cost of infrastructure
delivery on communities.

Key Strategic Responses

Revenue Review

A significant challenge we face is paying for the public
services our communities require to maintain a quality
standard of living. Most of the money that pays for these
services comes from individual households through rates.
Balancing the cost of delivering infrastructure services
across a large geographic area with a low population
density is a significant challenge - particularly considering
the high levels of deprivation across much of the district.

The financial strategy identifies that rates increases

above inflation will be required year on year to meet the
rising costs of providing infrastructure. It is not possible

to maintain current levels of service without significant
capital and operating expenditure. A shift in the way
infrastructure is funded is likely to be required to maintain
sustainable levels of rates whilst delivering the ongoing
infrastructure investment required to support community
wellbeing.

As part of developing the LTP 2021-2031, Council
consulted the community on several rating changes

that could lessen the financial burden on those who can
least afford it. This included a shift from a general rate
calculated on a property’'s land value to a general rate
based on capital value, removing uniform annual general
charges, and moving away from scheme-based targeted
rates for water and wastewater schemes towards district-
wide targeted rates. Consultation revealed mixed feelings
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in the community, and as part of decision-making for
this LTP Council decided not to make those changes. This
concludes the current revenue review but Council has
committed to looking into rates further, with a view to
using more differentials to attempt to ease affordability
issues.

In addition, as better asset data and modelling comes
in, Council will be in a better position to consider non-
rate based funding mechanisms, such as development
contributions. Council intends to introduce a new
development contributions policy and charges as soon
as possible. This can only be achieved in concert with
Programme Darwin’s delivery of core asset capacity and
condition data, which will not be available until after this
Long Term Plan is adopted. Given that a Development
Contributions policy can only be adopted alongside a
Long Term Plan, Council plans to amend its Long Term
Plan 2021-31 in its first year to consult on and adopt a
policy for implementation on 1 July 2022 if the required
information can be sourced in time.

What it means for our communities

The purpose of the reviewing rates and other potential
funding sources is to enable the development of a more
equitable method of recovering the costs of Council
services. In effect it is a means of determining the most
appropriate way to distribute the rates burden taking
into account the socioeconomic challenges many of our
ratepayers and communities face.

Work with communities around level of service
changes

Levels of service are the service outcomes for a particular
activity or service area against which performance can

be measured. A number of these service levels reflect
statutory requirements. For example, compliance with
drinking water standards or resource consent conditions.
Others link back to how customers receive the service, for
example how frequently customers experience unplanned
interruptions with the transport network or how quickly
Council responds to water supply outages.

Capital expenditure in the Long Term Plan 2021-31

(i.e. the first 10 years of the Infrastructure Strategy) is
focused on maintaining levels of service to which the

Far North communities have come to expect from core
infrastructure. These levels of service are described in

the LTP. The approach to maintaining levels of service
reflects the direction of the 2020 Asset Management
Plans, which identify an investment strategy which focuses
on maintaining legal requirements and existing service
delivery levels.

The foundation of this strategy - managing our assets - is
expected to enable Council to optimise our investment
decisions to ensure our infrastructure investments
provide for a more resilient infrastructure network that

is managed in a fiscally responsible way. Despite this
workstream, and even assuming significant Government
investment as part of the three waters reform, it is
unlikely that it will be affordable to provide the same
levels of service that our community receive now in 30
years’ time. This is due in large part to the implications of
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climate change on the services we provide: low lying roads
will be subject to an increased frequency of inundation,
water supply schemes will be subject to a greater duration
of restrictions, and our stormwater network may not

have the capacity to achieve the levels of service we are
accustomed to today.

Our strategy is to work with our community to understand
the levels of service required to support their wellbeing,
taking into account population ageing and the inevitability
of climate change and its effects on service delivery.

What it means for our communities

A gradual shift in level of service provision can be
expected towards the later years of this strategy,
although it is not possible to meaningfully predict
specifically what these changes will look like. This option
is not about making these decisions now, but rather to
engage with and to prepare our communities for the
changes ahead because there remains time to adapt

to these changes provided we invest in planning and
research throughout the early years of this strategy.

Response 3: Sorting out our statutory
requirements

A number of Council's wastewater treatment plants do
not comply with the resource consents authorising the
discharge activities. Examples include Taipa, Ahipara,
Kaikohe, Paihia and Opononi-Omapere wastewater
treatment plants, all of which do not meet one or more
treatment quality requirements. Moreover, a number of
Council's water supplies are river takes and the resource
consents for these include minimum flow requirements
intended to protect downstream aquatic habitat. It is not
uncommon for the minimum flow requirements set down
in the resource consents to be breached each summer at
a number of our water supply sources.

Council's response is to invest in its water and wastewater
infrastructure to improve levels of compliance and the
resilience of these assets. Financial consideration for
these investments will need to take into account changes
in the statutory setting created by the recently released
National Policy Statement for Freshwater Management
2020 (NPS Freshwater 2020) and central government's
reforms to potable water supply delivery and the broader
reforms to three waters services.

The NPS Freshwater 2020 in particular has created
additional financial uncertainty for three waters providers,
representing the latest iteration of a policy statement that
has been in a state of flux since it was first introduced in
2011. Northland Regional Council (NRC) has partially given
effect to earlier versions of the NPS through its recent
plan review process which is nearing the conclusion of

its appeals phase. Although the current regional plan
review process is able to give a sense of direction that

the implementation of the NPS Freshwater 2020 will take,
because NRC need to bring the implementation of the NPS
through the Te Mana o te Wai provisions of the NPS and
the Schedule 1 requirements of the RMA, there will remain
uncertainty around the specific implications of the NPS
Freshwater 2020 until the plan review process has been
notified. The notification of the plan review is expected to



be towards the end of 2024. The investment requirements
identified in this Strategy to address the non-compliance
issues have been done so taking assumed standards
required as part of the NPS Freshwater 2020 for financial
planning purposes. Investment requirements will be
further refined through future options analyses.

Key Strategic Responses

Investing in our three waters assets to improve
compliance

Council proposes to undertake upgrades at several
wastewater treatment plants in order to meet resource
consent requirements during the first several years of this
strategy. These investments include:

+ Upgrading the Taipa wastewater treatment plant in
2021 ($7M)

+ Upgrading the Opononi Wastewater treatment plant in
2021/22 ($4.8M)

* Reducing wastewater overflows in Kaitaia between
2021 and 2025 ($10M) and upgrading the wastewater
treatment plant ($11M)

+ Upgrading the Kaikohe wastewater treatment plant
over 2022-24 ($9M)

+ Constructing a new Hihi wastewater treatment plan in
over 2021/22($5.9M)

What it means for our communities

Investing in our wastewater schemes to improve
compliance will ensure Council operates in a manner
that meets environmental regulations, ensuring that our
wastewater treatment activities result in appropriate
environmental outcomes. Whilst these investments
represent substantial capital investment over the early
years of this Strategy, the investment is required to meet
legal oblations relating to wastewater treatment quality.

Planning for investments required to address future
statutory requirements

In addition to the immediate investment requirements
needed to improve our resource consent compliance it

is likely the implementation of the NPS Freshwater 2020
will result in the need to invest in both our water and
wastewater schemes to achieve the regulatory framework
of the Regional Plan once it has given effect to the NPS.
Because the specifics around these requirements are not
yet known, it is not possible to develop any meaningful
assumptions other than any new regulatory requirements
are unlikely to come into effect until the end of 2024.
Even after that time, the new regulatory framework will
not have immediate effect on our schemes because they
will continue to be able to operate under their existing
resource consents until those consents expire.

What it means for our communities

Council will be working closely with Northland Regional

Council as it advances its regional plan review to give
effect to NPS Freshwater 2020. Doing so will allow
Council to develop well informed assumptions as it
develops the next iteration of the 30-year infrastructure
strategy. Council's continued focus on improving its
asset management processes and culture will also
enable better financial planning around likely investment
requirements for future resource consent applications,
enabling Council to improve our budgeting process for
future upgrade requirements.

Managing Change

The Far North will experience significant changes over

the 30-year term of this strategy. Changes in the climate
caused by global warming is predicated to resultin a
greater frequency of weather extremes (drought, extreme
rainfall, flood events) and exposure to coastal hazards
associated with rising sea levels. Owing to the historic rate
of greenhouse gas emissions, and the current emission
trajectories, global warming and its effects on climate
change, will affect our communities well beyond the 30-
year term of the Strategy. Those effects will become more
acute towards the end of this century. The infrastructure
planning, and associated investment decisions, we make
throughout the term of the Strategy will have a bearing
on the resilience of our core infrastructure and the
associated resilience of our communities towards the later
part of this century.

The National Climate Change Risk Assessment for New
Zealand® concludes that the risk of maladaptation due

to the application of practices, processes and tools

that do not account for uncertainty and change over
long timeframes is an extreme risk that requires urgent
attention. The 30-year Infrastructure Strategy has a

role to play through giving Council and communities a
platform for setting the direction of future planning and
infrastructure delivery including considering the National
Climate Change Risk Assessment for New Zealand.

Preparing for and supporting future demographic changes
is a further area that requires a strategic response
through this Strategy. Our east coast communities are
forecast to grow disproportionality faster than other

built areas in the Far North, while a number of our more
isolated rural communities are forecast to experience
population decline. In addition, changes in our population
structure over the term of this strategy as a result of
population aging will result in communities with a higher
proportion of people on fixed incomes and with differing
needs compared to today's populations. The forecasted
change in population structure will place a greater
emphasis on the need to deliver infrastructure that is as
cost effective whilst optimising levels of service to cater
for the needs of changing populations. Our more isolated
rural communities also tend to be areas with higher levels
of deprivation compared to our east coast communities
which, in combination with population decline and ageing,
can make these communities inherently less resilient to
the effects of climate change. Ensuring that the right

8 Ministry for the Environment. 2020. National Climate Change Risk Assessment for Aotearoa New Zealand: Main report - Arotakenga
Tdraru md te Huringa Ahuarangi o Aotearoa: Pirongo whakatopd. Wellington: Ministry for the Environment.
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infrastructure is delivered at the right place and at the
right time to support growth and adapt to demographic
change is critical to our economic development and the
wellbeing of our communities.

Response 1: Responding to climate change

Climate change is predicted to result in rising sea levels
and marked changes in weather patterns. Whilst the
effects of climate change are being experienced now,
there remains time to plan for climate change with our
communities so we can support adaptive responses to
a phenomenon that has the potential to fundamentally
change the way many of our communities live.

Adaptation approaches will potentially bring significant
financial implications or drastically changed levels of
service for some communities. An important response
to climate change and hazard management in general,

is building resilience into the infrastructure network.
Fundamentally, resilience is about the ability to absorb
the effects of a disruptive event, recover, and adapt to
mitigate adverse impacts of future events. This definition
of resilience can apply equally to infrastructure or
community resilience.

An important point, however, is that a resilient community
relies on resilient infrastructure.

Key Strategic Responses
Implement the Climate Change Roadmap

In 2020 Council adopted a Climate Change Roadmap.
Two key goals of the roadmap are to achieve more
resilient infrastructure taking into account the effects of
climate change and working with Far North communities
to prepare for and adapt to the impacts of climate
change. The Climate Change Roadmap includes initiatives
intended to deliver on these goals over the 10-year LTP
period in addition to long term goals that are intended
to be fulfilled within the period covered by the Strategy.
Addressing the implications of climate change is also a
key driver within Council's 80-year strategy (FN2100),
and so is seen as one of FNDC's key strategic responses
to achieving the district Vision: He Whenua Rangatira - a
district of sustainable prosperity and wellbeing.

What it means for our communities

Implementing the Climate Change Roadmap is the
principal means by which Council intends to prepare for
climate change. It will enable Council to respond rapidly
to future requirements set down by the Climate Change
Commission under the Climate Change Response Act
2002. Work to be completed early in the roadmap
programme includes substantial development of
research and policy to inform decision making around
infrastructure delivery and land use planning, along
with the development of community engagement

plans intended to work with communities to advance
responses to climate change. Future iterations of

the Infrastructure Strategy will be able to draw from
this work - enabling Council to improve its long-term
investment decisions considering the implications of
climate change.
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Response 2: Planning for and responding to
demographic change

Projected structural changes in the Far North's population
have the potential to affect productivity due to reduced
levels of labour force participation caused by population
aging. This can have consequences for the long-term
affordability of infrastructure delivery because there is

a risk of the economy (and people’s income) stagnating
compared to the long-term costs of constructing,
renewing and operating infrastructure. Supporting
productivity growth by encouraging the right development
in the right place is a key strategic response to the
challenges presented by our changing demographics
because productivity growth can sustainably off-set the
effects on economy associated with reduced labour force
participation. Moreover, predicting and, where possible,
influencing future demographic change is a key ingredient
for optimising the affordability of our infrastructure
because it ensures we can better deliver infrastructure
that meets the needs of communities throughout the
entire asset lifecycle.

Key Strategic Responses

Integrate strategic infrastructure delivery with land
use planning

Council has a substantial role to play when it comes

to influencing growth and development in the District.
Through the District Plan, Council can enable certain types
of development in places where it is considered most
appropriate and discourage inappropriate development
in areas where such development is poorly suited to
achieving desired environmental outcomes. Our second
strategic response is to support development in the right
places by better integrating land use provisions with
infrastructure, and to discourage development that relies
on infrastructure in locations where those services cannot
be delivered, or where services may be compromised in
the future due to hazards (e.g. sea level rise, flooding,
drought). In addition, as part of the plan making process,
Council is required to make sure the plan enables enough
development capacity to meet expected demands. This
process includes making sure our infrastructure has
sufficient capacity to service future demand and any zone
changes intended to provide additional development
capacity. Programme Darwin also has a major role to play
in our integration of land use planning with infrastructure
because the outcomes of that work programme are
intended to enable informed decision making around
infrastructure delivery including network capacity, lifecycle
optimisation and demand.

What it means for our communities

Council is currently undertaking a full review of its
District Plan. The plan review process will update

the policy direction and rules that influence where
development occurs. The review presents a significant
opportunity to line up our infrastructure delivery with
land use planning.

This integration will help us to better time when we
deliver major capital projects needed to support



development because we will be able to forecast
development changes with greater confidence. In
addition, the district plan review provides an opportunity
to start signalling to communities where changes in
levels of service, or servicing limitations, may occur
towards the end of the strategy term, enabling people

to start making more informed decisions around
investments taking into account future servicing
constraints.

Importantly, the District Plan review process to date has
highlighted that there is a need to consolidate urban
growth to existing urban zoned land. As a result of this
focus area, it is likely that we will see more enabling
provisions for compact urban development in existing
urban zones compared to the current plan.

Managing our assets over the next 30 years

Section 101B of the LGA requires that councils outline the
most likely scenario for managing infrastructure assets
over the term of the Strategy. The most likely scenarios
for water, wastewater, stormwater and the transport
infrastructure are set out in the following sections. As

has been outlined in the previous section, Council has

a major challenge to address in respect of improving

our asset management approach. We have set out our
responses to addressing this challenge and we anticipate
future versions of our Infrastructure Strategy, in light of
the responses we are implementing, will reflect these
improvements in terms of providing more certainty
around significant investment decisions to address our
significant infrastructure issues. Moreover, once the
timing, costs and details of options are better defined,
Council will be in a good position to consult over the
expenditure we anticipate will be required to address our
significant issues.

The following sections sets out the most likely scenario
taking into account the information we currently have
available. Forecasts over years 1-10 of the Strategy

are based on those contained within the LTP 2021-31.
Investment decisions over years 1-3 have the highest
levels of certainty and confidence. Decisions between
years 4 to 10 have less certainty and timing and costs
associated with those investments may change as a result
of future financial planning decisions undertaken as part
of future long term plans.

Years 1-3 of Council's capital works programme has been
developed taking into account our delivery capacity in
previous years. As a general guide, our starting point for
annual capital project delivery has been estimated to

be $50M taking into account what we have been able to
deliver in recent years. There are practical constraints to
delivering projects above this limit because of internal
resourcing limitations and because of the number of local
contractors available to complete work at any one time.
We have, however, made adjustments to above the $50M
limit to ensure appropriate levels of funding are made
available from Waka Kotahi and to provide for projects
awarded funding under COVID-19 recovery legislation.
Council has resourced a separate delivery team to

address the internal resourcing constrains associated
with COVID-19 recovery projects and given transport is
our single largest capital expenditure activity our internal
resourcing and contractors are not subject to the same
limitations as our three waters delivery projects.

Investment decisions beyond year 10 have high levels of
uncertainty and should be treated as indicative only. This
uncertainty is largely because the assumptions Council
uses to forecast investment requirements (e.g. population
change, development trends, asset replacement timing)
become very uncertain. For these reasons, the indicative
estimates provided beyond year 10 should not be
considered a budget. These figures represent Council's
best estimate taking into account the uncertainty inherent
in forecasting investment requirements several decades
into the future and so represent indicative costs only.

As our asset management approach matures it can be
expected that levels of certainty around future investment
requirements will be improved. Information relating to
asset lives is in provided in Appendix 2.

Please note all financial information is inflation-adjusted.

Water supply activity

Council-owned water supply assets include eight schemes
that deliver potable water for domestic, commercial and
industrial use. Four major towns in the district account for
70% of the reticulation network. The sources of raw water
include surface water (five schemes), underground water
via bores (three schemes), and one scheme utilises both
surface water and underground water sources. Key assets
across the eight schemes include nine treatment plants,
32 reservoirs, 333km pipelines and 18 pumping stations,
servicing nearly half the district population (around 25,000
people). All schemes are universally metered with the
metered volume being the basis for the recovery of the
operational portion of the costs associated with the water
supplies. The capital associated costs are recovered via a
targeted water capital rate. The optimised replacement
cost of our water supply schemes is $126.75M.

Asset performance

Water supply schemes are performing well in terms

of quality. Bacteriological and protozoa water quality
standards are met consistently, apart from where users
are connected to raw water supplies before the treatment
plants. The majority of the reticulation meets fire flow
standards, however increasing main size is required

in some locations. A number of the schemes that rely

on surface water takes are sensitive to dry weather
conditions because the resource consents authorising
these takes usually require taking to cease at mean low
flow. Investment in our water supply schemes is required
to improve resilience. In addition, major renewals
investment is required.

Significant issues and decisions

We have highlighted our significant infrastructure issues,
our water supply activity and the principal options for
managing those issues and the implications of those
options. The preferred option is highlighted.
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