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Renewals

In the 2015-25 Long-term Plan we identified that we did
not have complete information about the condition of
our underground infrastructure. As a result we invested
in condition assessment programmes over the last three
years. The results of these investigations have shown

us that we need to invest more in the renewal of our
infrastructure assets over the next 10 years to ensure that
we maintain levels of service. This has been reflected in
this 2018-28 Long-term Plan where our 10 year renewals
programme has increased from $98 million to $149
million.

Capital expenditure

There have been a number of factors that have resulted
in an increase to the capital expenditure programme
within this Long-term Plan. These include the accelerated
growth in some areas of the district such as Taupo

town, which has required additional projects such as
Tauhara Ridge reservoir to be included. Also we need

to ensure our infrastructure is resilient to failures so we
have included water security of supply projects such

as the Poihipi reservoir (a component of this project is
for growth and a component for resilience). Changes in
legislative standards have caused a change in consent
requirements, which have resulted in projects being
brought forward (for example the Atiamuri wastewater
project). There are projects in this Long-term Plan

which will increase the level of service provided to the
community such as the transportation projects relating to
improving traffic flow through Taupd’s CBD. Council has
also set aside $2.5 million as a contribution to an upgrade
of the Taupo airport contingent on the Taupo Airport
Authority being able to attract government funding. This
Long-term Plan provides for upgrades to the remaining
water schemes required to meet the NZ drinking water
standards which will increase the levels of services to
those communities.

Due to the success of the financial strategy over the last
five years this has enabled Council to include place-
making projects in this Long-term Plan. This supports
Council’s current vision of being the most prosperous and
liveable district in the North Island by 2022.

Council offices

We had to vacate our Council administration building due
to high costs for earthquake strengthening and asbestos
removal. The majority of staff relocated to five leased
sites in the Taupo town centre. Council has undertaken

a site selection process and decided to build on the
Tawharetoa Street car park (61 and 67). $25.9 million

has been included in the Long-term Plan for the Council
administration building plus approximately 80 in-berm car
parks.
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Council currently has a heavy reliance on rates as the main source of operating income. The current limit on rates revenue
“that it must not exceed 80 per cent of total operating revenue” will be maintained in this strategy.
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District-wide funding of water

In this Long-term Plan 2018 — 28 Council will give consideration to whether the current scheme based approach to
funding the provision of water is economically sustainable, or whether to move to an alternative, like district-wide funding
of residential water supply (similar to how wastewater is currently funded).

Providing clean, safe drinking water to our communities is one of the core services that Council provides. Access to water
is also essential for economic development in the district.

Working towards meeting drinking water standards set by the Government, and ensuring security of supply, means that
we need to upgrade a number of Council water treatment plants. We also need to continue to operate and maintain the
19 water schemes across the district.

The objectives for moving to a district-wide funding approach to water are:

¢ To ensure that the on-going provision of clean, safe drinking water is financially sustainable and affordable for all
communities connected to a Council water supply scheme

¢ To create a simple and easily understood rating system for the provision of water services
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Prudent management of our investments and borrowings

This strategy maintains Council’s current prudent and conservative approach to the management of its investments and
borrowings to ensure that today’s and future generations of ratepayers share both the benefits and the costs of Council
services.

This financial strategy continues to build capacity within our balance sheet through the management of our investments
and borrowings to accommodate any unforeseen financial circumstances in the future.

Financial Strategy

Borrowing

This strategy targets maintaining Council’s gross external borrowing below 200 per cent of operating revenue. This will be
achieved by a combination of prioritising the timing of new capital expenditure and applying property and forestry sales
to debt reduction. This approach needs to be actively managed and monitored by Council to achieve the goal.

Council currently meets the debt servicing benchmark (borrowing costs to be below 10 per cent of revenue) set by the
Government’s financial prudence regulations. This strategy will ensure that Council continues to meet this benchmark.
This will be achieved by a combination of managing debt levels, borrowing costs and increasing revenue.

Investments

Council has significant financial investments, including the TEL Fund, and these investments offset a relatively high level
of gross debt, which results in a current net debt as at 30 June 2017 of $36 million. This level of net debt is prudent and
sustainable for the size of the district and the assets Council owns.
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Planning for emergency events and contingencies

Council maintains a disaster recovery reserve as one element of planning for unexpected natural disasters. Currently
Council contributes $100,000 per annum to this reserve. This strategy aims to increase that contribution by $50,000 per
annum in each year of this strategy until the contribution reaches $500,000 per annum in 2027. Provided no withdrawals
are required from this disaster recovery fund over the 10 year life of this strategy the balance available in the fund in 2028
will be $5 million.

LONG-TERM PLAN 2018-2028 17



Long-term Plan disclosure
statement for period commencing 1
july 2018

What is the purpose of this statement?

The purpose of this statement is to disclose Council’s
planned financial performance in relation to various
benchmarks to enable the assessment of whether
Council is prudently managing its revenues, expenses,
assets, liabilities, and general financial dealings.

Council is required to include this statement in its Long-
term Plan in accordance with the Local Government
(Financial Reporting and Prudence) Regulations 2014.

Rates affordability benchmarks

Council meets the rates affordability benchmark
if:

e [ts planned rates income equals or is less than each
quantified limit on rates; and

e [ts planned rates increases equal or are less than each
quantified limit on rates increases.

Rates (income) affordability

The following graph compares Council’s planned rates
with a quantified limit on rates contained in the financial
strategy included in this Long-term Plan. The quantified
limit is that total rates revenue must not exceed 80 per
cent of operating revenues.

Council meets this benchmark for the 10 years of the
plan.
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Rates (increases) affordability

The following graph compares Council’s planned rates increases with a quantified limit on rates increases contained in the
financial strategy included in this Long-term Plan. The quantified limit is LGCI + 1.5 per cent.

Council meets this benchmark for the 10 years of the plan.
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Debt affordability benchmarks

The following graph compares Council’s planned debt with a quantified limit on borrowing contained in the financial
strategy included in this Long-term Plan. The quantified limit is that gross external borrowing may not be more than 200
per cent of annual operating income.

Council meets this benchmark for the 10 years of the plan.
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Balanced budget benchmark

The following graph displays Council’s planned revenue (excluding development contributions, financial contributions,
vested assets, gains on derivative financial instruments, and revaluations of property, plant, or equipment) as a proportion
of planned operating expenses (excluding losses on derivate financial instruments and revaluations of property, plant or
equipment).

Council meets the balanced budget benchmark if its planned revenue equals or is greater than its planned operating
expenses.

Council meets this benchmark for the 10 years of the plan.

Balanced budget benchmark
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Essential services benchmark

The following graph displays Council’s planned capital expenditure on network services as a proportion of expected
depreciation on network services.

Council meets the essential services benchmark if its planned capital expenditure on network services equals or is greater

than expected depreciation on network services.

Council exceeds this benchmark in four out of five of the first five years of this plan. Council through its asset management

plans has developed renewal programmes for its assets based on when they need replacing. The levels of these
programmes fluctuate over the 10 years of this plan.
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Debt servicing benchmark

The following graph displays Council’s 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, or equipment).

Because Statistics New Zealand projects our district’s population will grow more slowly than the national population is
projected to grow, we meet the debt servicing benchmark if our planned borrowing costs equal or are less than 10 per
cent of its planned revenue.

Council meets this benchmark for the 10 years of the plan.
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Investments

What we do
and why we do it

Council generates income through investments and
development of a range of assets that it owns. Income
generated from investment assets is an important
income stream for Council as it offsets some of the costs
of providing services. Income from the sale of some
investments is also used to pay off Council debt.

We aim to generate commercial returns from residential
and commercial land property, the TEL fund, forestry and
our general reserve funds. Most of the costs associated
with the property component of this activity (including
motor camps, residential and commercial land and
property) are covered by those who use the properties
and are recovered through fees and charges. Where there
are costs to maintain these properties, we use the general
rate. This group of activities contributes to the economic
community outcome.

Building a new future

In 2017, we were required to vacate our former
administration building at 72 Lake Terrace due to a
number of health and safety issues.

During the development of the Annual Plan 2017/18,
we consulted with the community on a number of
different options, from refurbishment to a new build,
with the preferred option at that time being to build
a new building at the Lake Terrace site. However,
following feedback from the community, the decision
was made to build a new building on a site to be
determined. It was also decided to investigate

lease options as an alternative to self-funding a new
building.

The majority of staff relocated to five leased sites

in the Taupo town centre. Investigations continued
into potential sites and funding options. Calls for
expressions of interest from parties who may have
been interested in leasing a building, site- or both-
were made and there were five responses. All were
discounted during a site selection process for various
reasons.

Instead, the council decided to investigate the
development of the area fronting on to Story Place
near the Great Lake Centre and the library for the
new building as its preferred option at that time. The
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Taupo District Council and the Crown, represented

by the Ministry of Transport, own the Taupo Airport
Authority equally. The Taupo Airport Authority is a
Council-controlled organisation as defined by the

Local Government Act 2002. Taupd District Council,
under agreement with the Crown, manages the Taupo
Airport Authority. A Committee of Council provides the
governance of the airport operations. The committee
consists of Council and business representatives.

other options were to build on the Tiwharetoa Street
car park (61 and 67), build on the former site at 72
Lake Terrace. The Lake Terrace building has been
demolished.

In February 2018, we approved the development

of a masterplan for the area by the Great Lake
Centre. A sum of $15.7 million for a new council
administration building was included in the Long-
term Plan 2018-2028 as a placeholder while
investigations took place. The masterplan was
developed for Tongariro Domain as the council
could see a real opportunity to create a focal point
for the community by including new cultural, arts
and heritage facilities to replace Taupo Museum.
There were four different options of the masterplan
developed. Following community consultation, one
of those options was chosen for further refinement.
The final masterplan was presented to the council in
December 2018. Feasibility studies were undertaken
on the Tuwharetoa Street and Lake Terrace sites and
a business case developed to compare the options.

Following consideration of the options, the council
did not choose the Tongariro Domain. And instead
amended the Long-term Plan 2018-28 and chose to
construct a building on the Tawharetoa Street site.
$25.9 million has been included in the Long-term
Plan for this project.
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Proposed budget for Transport expenditure 2018-48
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The graph below illustrates the proposed capital and renewal expenditure for each group of activities over the first 10
years of the plan.

Capital expenditure by activity 2018-28

Capital Expenditure by Activity
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Note - Other includes the groups of activities Economic Development, Community Services, Investments and Democracy
and Planning.

Capital expenditure by transport, wastewater, water and stormwater activities 2018-48

Capital Expenditure by Activity
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Note: This does not include the Solid Waste and Community Facilities activities.
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Transport

Project Growth/ Principal Implications Capital cost When the
LOS/ options decision will be
Renewal
Investigation and  LOS. Do nothing. Minor improvement to safety  Nil. During Long-term
installation of a at this intersection. Plan 2024-34
roundabout at Install a Improved traffic safety $2.391 consultation in early
the Arrowsmith/ roundabout. and flow. million. 2024.
Kiddleand Years 2025-26
Naple'r—Taupo . through to
Road intersection. 2027-28.
Relocation of LOS. Do nothing. Little improvement to safety  Nil. During Long-term
speed limit sign at this intersection. Plan 2018-28
on Wairakei Drive. Relocate speed  Improved traffic safety $127,000. consultation in
limit sign. and flow. Year 2018-19.  March/April 2018
Norman LOS. Do nothing. Increasing travel times Nil. During Long-term
Smith Street and reduced safety. Plan 2018-28
intersection Complete Improve travel time $479,000. consultation in
Signalisation. intersection and Safety. Years 2018-19. I\/Iarch/ApriI 2018.
signals.
Second bridge Do nothing. Increasing travel times and Nil. During Long-term
crossing at the reduced safety. Plan 2027-37
northern entry to Install second Improve travel time and $16.9 million.  consultation in early
Taupo. bridge. safety. Years 2028-29 2027.
to 2029-30.
Tongariro Street  LOS. Do nothing. Poor linkage between the Nil. During Long-term
traffic calming. town centre and the lake. Plan 2021-31
Undertake Improved linkage between  $160,000. consultation in early
traffic calming.  the town centre and the lake. yeqr2021-22. 2021
CBD Lakefront LOS. Do Nothing. Poor linkage between the Nil. During Long-term
Development. town centre and the lake. Plan 2021-31
Undertake Improved linkage between  $112,000. consultation in early
traffic calming.  the town centre and the lake. year 2023-24. 2021
Broadlands Road  LOS. Do nothing. Continued conflict between  Nil. During Long-term
Widening. cyclists and vehicles. Plan 2021-31
Undertake road  Reduced conflict between $4.35 million.  consultation in early
widening. cyclists and vehicles. Years 202324 2021
t0 2047-2048.
In-berm LOS. Construct Car parking is provided to $11.6 million  Duringthe
car parking two levels of cover the loss of carparks Years 2019/20 amendment to the
Tawharetoa underground from constructionofanew  _7021/22 Long-term Plan 2018-
Street car parking Council administration (capital cost 28 in mid-2019.
beneath building on the Tuwharetoa  3nd project
the Council Street car park (61 and 67) included in
administration Investments).
building.
Renewal. Install in-berm Car parking is provided to $307,000.
parking cover the loss of carparks Years 2019/20

from construction of a new
Council administration

building on the Tawharetoa
Street car park (61 and 67)
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Facilities and parks and reserves continued

Project Growth/ Principal Implications Capital cost  When the decision
LOS/ options will be
Renewal
Paetiki LOS. Do nothing. Current poor Nil. During Long-term Plan
suburban amenity remains. 2018-28 consultation in
shopping Undertake Improved amenity at  $103,000. March/April 2018.
centre improvements the shopping centre.  vear 2019-20
enhancements. )
at the shopping and 2020-21.
centre.
Kinloch Hall LOS Do nothing Hall not fit for Nil During Long-term Plan
purpose 2018-28 consultation in
Extend the hall Hall suitable for $200,000 March/April 2018
community use Year 2020-21
Turangi new LOS Do nothing Existing public toilets  Nil During Long-term Plan
public toilets in Turangi are not fit 2018-28 consultation in
for purpose March/April 2018
Build a new toilet  Turangi public toilets  $510,000
block fit for purpose Year 2019-20
Investments
Project Growth/ Principal options Implications Capital When the
LOS/ cost decision will be
Renewal
New Council  Renewal.  Enterinto a long-term Staff are all in Nil During the
administration lease of a new council one location. amendment to the
building administration building Long-term Plan
Construct a new Council ~ Staff are allin About $21.6 2018-28 in mid-
. ) o . o 2019.
administration building ~ one location. million
on 72 Lake Terrace Year 2019/20
—2021/22
Construct a new Council  Staff are all in About $25.9
administration building ~ one location. million
on Tawharetoa Street Year 2019/20
car park (61 and 67 —2021/22
Tawharetoa Street)
Construct a new Council ~ Staff are all in About $25.0
administration building  one location. million
on Tongariro Domain Year 2019/20
—2021/22
Child and LOS. Do nothing. Facilities for youth lacking  Nil. During Long-term
youth and not located in close Plan 2018-28
friendly proximity. consultation in
centre. Build a new youth hub. One location for youth 468,000. March/April 2018.
New building to bring related services making Year 2020-
together all youth it easier and more 21

facilities.

convenient for youth to
access these services.
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