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Greater Wellington Regional Council (Greater Wellington) proposes to change our
Revenue and Financing Policy. The purpose of the changes is to make the funding
policies more transparent, and align the funding of activities more closely with the
levels of lenefit they provide to our communities.
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Have your say

The proposed Revenue and Financing Policy has been revised to make it easier to navigate and understand. We
are focusing our consultation on two main areas where we propose significant changes, but we are consulting on
the whole policy and you are welcon@comment on other aspects. Information about how you can have your

say, including a submission form, can be foondgages 16 and 17
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SECTION ONE:

ESSENTIAL INFORMATION el il
equalised capital value
What is the Revenue and Financing Policy? (ECV)

;I'h%_pollcg d((asscrlbes\?vmﬂ/_ we fund_“aII our acltl\(/jljues, agd_(tjhe scl)urces ' Rates are calculated based on
unding that Greater Wellington will use, including subsidies, loans, property values. Greater

reserves, rates and user charges. Wellington uses something called
Equalised Capital Value as the

How much Greater Wellington plans to spend on any group of activitfiiGeliCRl e VAL TIuTY
is included in theoroposed 10 YedPlan. The Revenue and Financing [ baiuUE S S U]
Policy is about where the funding (money) will come from, and how [GUIMGIEIT LR EL ]
Greater Wellingtowill share the costs of services across the region, JRi G S IE NIRRT

among different groups of ratepayers. equalise the values, Greater
Wellington gets Quotable Value t(

estimate the projected valuations
The policy is reviewed every three years, generally at the same time [eji1|RigleNE=1(=r:10] U= le BlaRis (=]
the 10 Year Plan. districts within the region, each
year. This estimation is enabled
under s131 of the Local
Why the proposed ChangeS? Government Rating Act. It means
With the introduction of a new public trapsrt operating model, that rates are assessed on a
Greater Wellington needs to review how we fund the rates share of EeISSERIACIBE{oJiN RS
public transport costs. We want a funding approach for public transp@aglef=1fe (eI Ra =R il Kol
that is more transparent, and that relates connected levels of benefit lale[Vilo NEIREIT (o]g = R=1 i ale] 11
more closely with funding revaluations.

Greater Wellington uses rates pel
$100,000 ECV as a measure of L
fairness when comparing rates in ANSEIESE
districts that get similar levelsf

benefit from an activity or service|

What is Changmg? [See the Valuation system sectiol
We propose to change the rates allocationsgablic transpat and at page3 of the proposed
flood protection ¢ the two biggest areas of work for Greater Wellingto JRGYCHIEEQ RS ER s ldR2le] WA |

We used this opportunity to review how we fund all of Greater
2SsttAy3auz2yQa | OUAGAUASAD® ¢CKAaA
funding policies in the past 20 years.

In reviewing how we fund flood protection and public transport, we .
considered the factors in section 101(3)(a}fe# Local Government Act JRILGCEVEEIRIEW 1]y
2002.We have chosen to make progds for funding policies that are

transparent and fair across the whole region. Taking account of the overall
impact of the proposed changes,

Greater Wellington proposes to

adjust the allocation of rates over
the first three years, as a
transition mechanism. This
adjustment will operate from 1
July 2018, with the new system
fully implemented from 1 July
2021.

[See the Transition provisions
section, at pag® of the proposed
Revenue ad Financing Policy.]

Greater Wellington Regional Council
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SECTION TWO:
PACKAGES OF OPTIGR& PUBLIC CONSULTATION

While weneed tochange how we fund public transport, we have the optidrrontinuingto fund flood
protection as we currently do.

Toconsider the overall impact of the policy changes, Greater Wellington has developed three packages of options
for public consultation.

Option 1¢ proposed

New targeted rates for flood protection

1 70% rate funding from catchment based on calculat
ECV and locatiofThis includes flood protection
property rates where applicable.

1 30% rate funding from region

Change the overarching funding policy:to
1 3550% user charges

1 Maximum subsidies we can achieve, expecting 25
35% average

1 Balance from targeted rate, expecting-35%
average

Allocate rates for public transport as one network
introduce differentials, based on land use ardcation,
and calculated on ECV:

1.0 Residential, excluding Wairarapa
0.5 Wairarapa residential

8.0 Wellington CBD businesses

15 Business, excludingyairarapa

1.0 Wairarapa businesses

0.25 Rural

Greater Wellington Regional Council
Revenue and Financing Policy Statement of Proposal 4



Option 2
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Option 3

Greater Wellington Regional Council

Status quo r&e funding for flood protection:

1 100% general rate for this activitynderstanding
flood risk

1 50% general rate and 50% targeted rates for these
activities:maintaining flood protection and control
works; and Improving flood security.

Change tle overarching funding policy to:

1 3550% user charges

1 Maximum subsidies we cathieve, expecting 285%
average

1 Balance from targeted rate, expecting-35%
average

Allocate rates for public transport as one network,
introduce differentials, based on land use analcation,
and calculated on ECV:

1.0 Residential, excluding/airarapa
0.5 Wairarapa residential

8.0 Wellington CBD businesses
15 Business, excluding Wairarapa

1.0 Wairarapa businesses

Implement the proposed policy, with changes that retair|
the overall intent of thepolicy, but with adaptions based
on submissions. The changes Greater Wellington might
make will depend on the submissions it receives, and th
overall impact of any rates allocation on the community.
As an indication, these changes might include:

1 +/-20% br flood protection funding for any targeted
rate

1 +/-20% of the value of one or more differentials.

1 Increase or decrease the transition period

or some combination of changes to funding for both
public transport and flood protection.

Revenue and Financing Policy Statement of Proposal 5



Greater Wellington has developed its proposed charagea packagehat takesaccount of the overall impact of
the proposals for flood protection and public transport. For example

1 the differentials forpublic transport take account of the impacts of th@oposed flood protection
changes; and

1 Greater Wellington has taken account of the overall impacts of the allocation of our funding requirements
for all activities

The proposed Revenue and Financing Policy incorporates Opfidre hreater use of targeted rates for flood
protection and the differentials for public transport make the link between the levels of benefit that different
groups of ratepayers receive, and the share of the funding they must contribute.

An analysis athe individual policy options of flood protection and public transport is contained in Section.Three

Greater Wellington Regional Council
Revenue and Financing Policy Statement of Proposal 6



SECTION THREE:
ANALYSIS OF INDIVIDUAL POLICY OPTIONS

Flood protection

Current funding policyg the status quo

DNBFGSNI 2StfAy3G2yQa OdzNNByld Fdzy RAy3 LRfAOe FT2N) Ff:
rates. Table 1 below shows the current funding policy, with the total amount funded from each source in 2017/18
shown on the bottom row.

Tabk 1. Currentlood protection funding policy

Activity User charges Targeted rates General rate
Understanding flood risk 100%
Maintaining flood protection and Charges to Balance (up to Up to 50%
control works territorial 50%) targeted by
Improving flood security authorities and scheme. Some on

other beneficiaries | land value and

wherever some on capital

practicable value
Flood warning service 100%
Funding 2017/18 $2,610,933 $8,699,790 $10,679,230

The current policy means ratepayerstside of the major flood catchments contribute a large portion of the
funding for flood protection.

¢KAa 3IAINILIK akKz2ga (0KS akKINB 2F DNBIFIGSNI 2SttAy3aizyQa
the share of funding it provides.

Figure 1. Sources of Expenditure and Funding, 2017/18.
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Advantages and disadvantages
Theadvantagesf the status quo:
1 Ratepayers contribute the share of funding that they are accustomed to

7 It provides additional affordability for flood protection woirk areas of low population, by spreading most
of the costs across the region

1 Itis consistent with expectations set with partners in existing flood protection projects, such as RiverLink
Thedisadvantage®f the status quo

1 The share of the funding corituted by ratepayers across the region does not align with the levels of
benefit different groups of ratepayers receive

1 Because the proportion of general rate funding that is used for flood protection is not obvious to the
community, there may be a risk mvesting in flood protection work beyond tli@2 Y'Y dzy A 0 € Qa ¢ A
to pay.

1 Thefunding approach does ndielp to discourage development in floguione areas.

Greater Wellington Regional Council
Revenue and Financing Policy Statement of Proposal 8



New funding approach for flood protection

DNBI G§SNJ 2StfAy3id2y Qaienewpslidy@ie to m&enseirahspRéndy auid 2dhikvg Bettell K
alignment between the levels of public benefit that ratepayers get from this activity, and the share of the funding
they contribute.

We have identified the distribution of benefits in three levéi the policy (see pad® of the proposed Revenue
and Financing Policy).

Greater Wellington proposes the following:

1

Retain and make no change to the current drainage scheme rates, which are funded 100 percent by a
targeted rate on properties that ana each scheme

Retain and rename the various river scheme rdtesd protectiong property. These are the targeted

rates for river management that are already in operation in the Wairarapa, on an approved classification
register. They are generally sat a differential land area basis, and apportioned to reflect the benefit to
each separately rateable property in the part of the district that benefits from the scheme. These rates
are intended to provide:

50 percent of the funding for each river managemhscheme

Create six catchments for a new targeted rate, based on ECV. This new rate aligns funding more closely
with the levels of benefit, and would apply to all properties within each of these catchments:

Wellington Porirua YnLIAGA [/ 21 ad
Hutt City Upper Hutt Wairarapa

Catchments are based on the boundaries of the city or district. In the Wairarapa, the Masterton,
Carterton and South Wairarapa districts are combined for the purpose of this rate.

This rate would be calleitbod protectiong catchment. It would provide 70 percent of the funding for
flood protection work. For clarity, the council will count the funding fromflbed protectiong property
rates towards the 70 percent funding target

Create a new targeted rate based on ECV for theorggibenefit that the community as a whole receives.
All ratepayers would contribute to this rate, providing 30 percent of the funding for flood protection. This
rate will be calledlood protectiong region

Stop using general rate funding for flood protien.

Greater Wellington Regional Council
Revenue and Financing Policy Statement of Proposal 9



We will also rename the current catchment scheme ratelaiad managementates to avoid confusion with the
new catchment basis for flood protection rates.

Figure 2Rate funding 2018/19, Immediate effect of full policy, no transition
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Advantages and disadvantages of the proposed changes

Theadvantagesof this option are that it:
1 Recognises that the benefits of flood protection are greatest in the catchments where ¢og fl
protection works take place

1 Recognises the regional benefib$ flood protection, such as protection of regional infrastructure, arterial
transport routesand other lifelines

1 Provides a more transparent approl to funding flood protection

1 SQupports ratepayers in each catchment to make more informed decisions atheutevels of flood
protection that they want for their communities

1 Encourages communities to takaction to preventdevelopments in floogprone areassuch as next to
the Waiwhetu Stream

1 Ratepayers in Wellington and Porirua cities will pay less fadfijorotection
Thedisadvantage®f this option are that:

7 It is inconsistent with expectations set with partners in existing flood protection prgjestich as
RiverLink

1 Hood protection may be more expensive in areas of low population
1 Local communitiesnay not want to fund the level of flood protection that they eventually need
7 R OSLI &@8SNB Ay [26SNI | dzii G > ! dajdsieot flomd pratectiomn A NI NJ LI+
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Comparative impacts of status quo and proposed funding policies

The followinggraph compares the rating impact of the current and proposed funding policies for flood protection.

This graph shows four sets of impacts:
1 Bluecg status qua what the rates would be in 2018/19, if the status gquantinues

1 Greeng proposed what the rates would be in the first year oftlree-year transition to the proposed

policy.

1 Brownc¢ immediate changewhat the rates would be iGreater Wellingtoradopted the proposed policy

without a transition period

Figure 3: Current and proposeddtl protection policy impacts.
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The proposed funding policy for flood protection is includd@IB | § SNJ 2 St f Ay3G2y Qa

consultation (Option 1, refer to page 4).
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Public transport

Greater Wellington funslpublic transport activities through a mix of user charges, government subsidies and

NFyGSad CINBa O2ylGAydzS G2 6S GKS fFNHSAG az2dz2NOS 27
activities.

After fares, about half of the balance is fundeddopsidies from the New Zealand Transport Agency (NZTA), and
the remaining costs (around 3&rcen)) are funded from a targeted rate.

[See the Public Transport section in the policy]

Greater Wellington proposes to change
1 The overarching funding policyrfpublictransport, and
9 The rate funding basis

This will change the shares of user charges and fares across the region, and among different groups of ratepayer:
and service users. A summary of the current funding policy is given in this table.

Figure4: Publictransport funding policy 2015 LTP

Activity User charges  Subsidies Targeted rate General rate
All public transport| 45-50% The maximum contribution | The balance of the

activities except from Crown agencies, community

Total Mobility primarily New Zealand contribution is from

Transport Agency (NZTA), | aGreater

reflecting the benefits to roac Wellington

users and social services (th|{ contribution funded
contribution ranges from via a targeted rate
50%100%, depending on the
type of service)

Total Mobility Up to 50% user 60% from NZTA Any remaining
charges balance

Greater Wellington Regional Council
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Greater Wellington proposes to amend the overarching policy to make it consistent with thpul#wtransport
operating model, when all fare revenue will come direct to Greater Wellington. Greater Wellington has also
introduced a package of student anéf-peak discounts, which means that a higher level of rate funding will be
required.

The proposed new policy is shown below.

Figure5: Proposedgublictransport funding policy.

Activity User charges' Subsidies Targeted rates General rate

Publictransport | 35-50% The maximum contribution The balance of the fundg
from Crown agencies, primaril is via a targeted rate,

New Zealand Transport Agen¢ calculated on ECV, with
(NZTA) differentials based on land

Overall, intend to collect 25 | use and by location
35% from NZTAlthough this | Overall, intend to collect
may be significantly higher for| 25-35% of revenue
some specific programmes an
investments

Goals for a new rate funding policy
DNBFGSNI 2SttAy3d2yQa 2025S00A08Sa Ay RS@St2LAy3 (KS

1. Increase the transparency of the rating mechanism
2. Develop a new rate funding mechanism that is consistent with the public transport operating.model
3. Increase the alignment between the levels of public benefit that ratepayers get from this activity, and the

share of the funding they contribute

Proposed new rate policy for public transport

Greater Wellington is proposing to move to a rates allocatiadel that is based on the levels of benefit that

different ratepayer groups receive from the network as a whole. The proposal is to:

1. Allocate rates for public transport as one network

2. Apply a weighting, called a rating differential, to recognise theeufit levels of benefit that different
categories ofatepayers get from the network.

The proposed differentials are:
1.0 Residential, excluding Wairarapa
0.5  Wairarapa residential
8.0 Wellington CBD (the Wellington citipwntown area)
15 Business, exctling Wairarapa
1.0 Wairarapa businesses
0.25 Rural

Business ratepayers have higher differentials (and especially the Wellington CBD), in recognition of the greater
share of benefits that they receive from the public transport network. For the businets seablic transport

supports the transport of staff, customers and goods. Rural ratepayers have much lower differentials to recognise
the lower levels of benefit that they receive from the network.

Greater Wellington Regional Council
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Advantages and disadvantages
Theadvantagesof this approach to ratingre:

1 The allocation of rates in this model is more broadly consistent with the benefits the public transport
network provides

1 This approach is fairer and more transparent

1 It recognises the region as one main geographic eséityed by a single network of public transport
services (the Metlink network)

1 It recognises that different rating categories (business, residential, rural) get different levels of benefit
from the public transport network

1 It recognises the benefit the flic transport network provides to the Wellington CBD, and the business
community.

1 It treats residential ratepayers across the region more equitably. By allocating costs across the whole
network, rather than allocating rail and bus costs on the basisedip journeys, the model significantly
reduces the wide variations in the rates paid by resident,(Borirua and Wellington)

1 Some categories of ratepayer withveto providea decreased share of funding

1 Ratepayers in some parts of the districtliéveto pay a smalleshare of funding

Compared to the status quo, the maiisadvantagef this option are

1 There may be community uncertainty about the difference between the levels of benefit provided by an
activity and the levels of service thatgater Wellingtonprovides

1 Some categories of ratepayer will be required to provide an increased share of funding

17 Ratepayers in some parts of the district will be required to provide an increased share of funding

Greater Wellington Regional Council
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The impact of the proposed public treport policy on residential ratepayers during the first year of the transition
is illustrated below.

Hgure 6: Publicrainsportresidentialrates, per $100,000 equalised capital val(eCV), in first year
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Figure7: Public transportesidentialrates, per $100,000 equalised capital valdECV)
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This new funding policy for public transport is included@ption 1 and Option Zor public consultation (efer
to pages4 and 5. Under Option 1, the overall rates impact of changes for public transpornzderated by the
proposed changes to flood protection.
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