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Report To: Regional Council 

Meeting Date: 12 May 2021 

Report Writer: Mark Le Comte, Principal Advisor, Finance; Mereana Toroa, Finance 
Support Team Lead and Debbie Hyland, Finance & Transport 
Operations Manager 

Report Authoriser: Mat Taylor, General Manager, Corporate  

Purpose: To outline the overall financial situation as context for Long Term 
Plan 2021-2031 decision making. To finalise Financial Policy and 
Treasury Management settings. 

 

 

Financial Overview - Deliberations Decisions 

 

Executive Summary 

This report provides an update of the draft Long Term Plan 2021-2031 Budget and 
provides information on the context within which Council is making its financial 
decisions.  
 
The financial implications of the operational budget amendments and the various 
staff deliberations recommendations are discussed in each of the individual 
deliberations reports and summarised in Section 3 of this report. 
 
In total, 19 submissions were received related to ‘Rates and Expenditure’. A 
summary of these submissions is included in Section 5 of this report. 
 
Council has the option to further use its balance sheet reserves to lower the impact 
on the community of forecast rates increases in the early years of the LTP, as well 
as to provide for strategic investments to respond to major challenges, where 
expenditure requirements and timings are uncertain.  
 
Council, Quayside and the Local Government Funding Agency are working to 
replace Council’s current on-lending to Quayside, with lending directly from the 
LGFA to Quayside. This work is likely to be completed during 2021/22, and will 
provide greater transparency of borrowing levels and costs. Staff continue to work 
with Quayside on developing a distributions and reserving policy to support the 
Council’s LTP forecasts. 
 
The LTP 2021-2031 including the Financial Strategy, Revenue and Financing Policy, 
and Treasury Policy will be updated with direction from Council at deliberations and 
undergo a final external audit before being presented for adoption in June 2021. 
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Recommendations 

That the Regional Council: 

1 Receives the report, Financial Overview - Deliberations Decisions. 

2 Notes operating and capital budget changes made since consultation as 
summarised in Section 3; 

3 Confirms operating and capital budget changes from deliberations reports 
(Attachments 2 and 3); 

4 Confirms that in the draft LTP for adoption, the forecast level of reserves use 
as follows: 

(a) Maintain real general rates increases in LTP Year 1 at 5.8% and 3% in LTP 
Years 2 and 3 

(b) Fund the Western Bay of Plenty Tauranga Transport Systems Plan in LTP 
Year 1, 2, and 3 

(c) Fund capital expenditure in LTP Year 3-10 

5 Confirms the use of borrowing in the draft LTP for adoption 

(a) Additional borrowing of approximately $10 million in 2022/23 for 
Ford Road Pump Station capital works and $2 million for Sustainability 
Initiatives funding. 

(b) Gross total borrowings, including existing borrowing, funding capital 
expenditure of $141 million. 

(c) Quayside – existing on-lending of $50 million and new borrowing of $100 
million, noting staff will work towards replacing all on-lending with direct 
lending via the Local Government Funding Agency; 

6 Delegate to the Chief Executive authority to invest funds into Council’s  
Toi Moana Trust, to gain greater investment returns in line with the Treasury 
Policy and that the process to enable this will involve consideration through 
subsequent Annual Plans; 

7 Notes that, if all recommendations are accepted, Council will set an 
unbalanced budget, and resolve that this is financially prudent; 

8 Confirms the public be excluded on the grounds set out in the Local 
Government Official Information and Meetings Act 1987 from consideration 
of the following report attachments: 

(a) BanCorp Pre-funding Strategy under Section 48(1)(a)(i) Section 7 
(2)(b)(ii) as withholding the information is necessary to protect 
information where the making available of the information would be 
likely to unreasonably prejudice the commercial position of the person 
who supplied or who is the subject of the information and that this 
attachment be released to the public on the Chief Executive’s approval. 

(b) BanCorp Borrowing Strategy under Section 48(1)(a)(i) Section 7 
(2)(b)(ii) as withholding the information is necessary to protect 
information where the making available of the information would be 
likely to unreasonably prejudice the commercial position of the person 
who supplied or who is the subject of the information and that this 
attachment be released to the public on the Chief Executive’s approval. 

9 Confirms the decision has a medium level of significance as determined by 
the Council’s Significance and Engagement Policy. Council has identified and 
assessed different options and considered community views as part of 
making the decision, in proportion to the level of significance. 
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1. Introduction 

Council’s journey to develop a sustainable and prudent budget for the next ten years 
has followed an extensive process over the preceding twelve months. This included 
a full review of the Council’s financial arrangements, options, and settings conducted 
by PwC (the Financial Framework Review). This complex financial analysis and 
discussion, with independent advice, established the most appropriate way of 
funding Council’s expenditure through a period of large uncertainty and growing 
demand for services.  

At its meeting on 16 February 2021, Council adopted the Consultation Document 
‘Whakaekea tenei waka! Join our journey’ and supporting documents, including the 
draft Financial Strategy, Revenue and Financing Policy and Treasury Policy for the 
Long Term Plan 2021-2031 (LTP 2021- 2031) for public consultation. The underlying 
information to the Consultation Document included financial forecasts for operating 
expenditure, capital expenditure, revenue and treasury for the next ten years. 

Some amendments have been made to the draft LTP 2021-2031 financial estimates 
to reflect the latest economic forecasts and unavoidable cost pressures. Further 
changes to the forecasts were also required as a consequence of recent Council 
decisions, e.g. repaying short-term borrowing.  

There are a significant number of deliberation issues set out in the Council agenda 
which have a consequential financial impact. These implications may affect 
operating expenditure and revenue, capital expenditure, borrowings and the use of 
reserves.  

The financial implications of the operational budget amendments and the various 
staff deliberations recommendations, are discussed in each of the individual 
deliberations reports and summarised in Section 3.2 of this report. 

In total, 19 submissions were received related to ‘Rates and Expenditure’. A summary 
of submissions is included in Section 5. Council has 28 funding requests from the 
community and four third party infrastructure funding requests which are discussed 
in detail in this agenda. A summary of these requests and staff recommendations is 
included in the attachments to this report. 

Staff have considered the Financial Framework Review, current economic forecasts, 
and submissions in proposing the overall funding approach to Council and whether 
any policy changes should be made as a result of submissions received. 

The draft LTP 2021-2031 including the Financial Strategy, Revenue and Financing 
Policy, and Treasury Policy will be updated following direction from Council at the 
deliberations meeting and will undergo a final external audit before being presented 
for adoption by Council in June 2021. 

1.1 Attachments 

The following attachments are included with this report: 

Attachment 1 PwC BOPRC Financial Framework Review Summary 

This is an outline of the main parts of the Financial Framework and 
options that Council can consider to optimise its financial 
arrangements. 

Attachment 2 LTP – Summary of Deliberations Recommendations Budget 
Changes 
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This is a detailed schedule of all the financial implications included 
in the LTP deliberations reports for this meeting (if Council 
approves the recommendations). 

Attachment 3 Community Funding and Third Party Infrastructure Funding 
Requests 

This is a summary of all funding requests and staff 
recommendations. 

Attachment 4 Bancorp Pre-Funding Strategy (confidential) 

This is treasury advice related to short term funding opportunities. 

Attachment 5 Bancorp Borrowing Strategy (confidential) 

This is treasury advice related to long-term borrowing and 
investing. 

1.2 Important Process Note 

This report is prepared based on various necessary assumptions in order to prepare 
a report in advance of the Council deliberations meeting, including that the 
recommendations made by staff within all deliberations reports are accepted. 

Should Council make decisions on the day of the deliberations meeting that differ 
from the staff recommendations, then staff will recast the financial forecasts 
(assuming this is necessary) and present an update to the financial forecasts at the 
conclusion of the meeting. 

This report details changes to the draft LTP for consultation recommended as part 
of the LTP deliberations process and results in the following: 

 5.8% real general rates increase in 2021/22, the level proposed in the Consultation 
Document and a real targeted rates increase of 14.8% (consultation 8.9%) 
resulting in a total real rates increase of 10.3% in LTP Year 1 (consultation 7.3%). 

 Assuming all deliberations recommendations are agreed to, staff recommend 
reserves use of $2.6 million per annum to reduce the overall impact of general 
rates increases in the first three years of the LTP (a total of approximately $8 
million from the Regional Fund reserve over three years). 

The 5.8% real general rates increase is equivalent to around $16 per property for 
2021/22 depending on the area ratepayers live in. This is consistent with the 
Consultation Document. 

As a rule of thumb, each 1% increase in general rates generates $280,000 in general 
rates revenue in 2021/22.  

1.3 Legislative Framework 

Council is required to have a Long Term Plan under the LGA s93, and reports from 
this meeting recommend various budget changes, in response to the Special 
Consultative Procedure that has been undertaken under the LGA S83.  

In addition, the LGA s100 sets the requirement to have a balanced budget unless it 
is prudent to do otherwise and LGA S101-111 outline the various financial strategies 
and policies that are required as part of prudent Financial Management. 
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1.4 Alignment with Strategic Framework 

This report covers financial matters and indirectly supports the provision of 
community outcomes. 

1.4.1 Community Well-beings Assessment 

This report covers financial matters and indirectly supports the provision of 
community well-being. 

1.5 Significance 

The recommended proposal/decision has been assessed against the criteria and 
thresholds in Council’s Significance and Engagement  Policy, and can be considered: 

Medium 
The decision is not within existing budgets and does not implement the 
current long term plan or annual plan. 

2. Background 

2.1 Financial Framework Review 

The Financial Framework Review outlines the principal financial levers available to 
Council and assisted with finding the appropriate settings to optimise the balance 
between service delivery, affordability, resilience, and intergenerational equity.  

A summary of the PwC led Financial Framework Review is included in Attachment  1, 
and Figure 1 below shows the general ‘schematic’ representation of the various 
financial levers and trade-offs. 

Figure 1 – Bay of Plenty Regional Council Financial Framework ‘Schematic’ 
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While the FFR Schematic is a useful overview, the FFR further developed funding 
hierarchies for both operating and capital expenses. There are some inherent 
interdependencies, such as the link between capital expenditure, reserve funds and 
investment income.  

Using the Operating Expenses Funding Hierarchy, the general approach is to 
optimise investment and fee income, set rates as appropriate based on funding 
needs analysis and affordability, and fund any resulting deficit with reserve use if it 
is financially prudent to do so. 

The Capital Expenses Funding Hierarchy outlines the general funding approach 
based on consideration of assets that can be divested, or by using 
borrowings/reserves depending on the current interest rate environment. 

3. Draft LTP Budget overview 

3.1 Operational Budget Changes and Deliberations Recommendations 

The focus of Council’s draft LTP is to deliver our Community Outcomes and improve 
the wellbeing of our communities. Ultimately Council spending is aimed at this.  

Council has used a strategically driven process, where rates levels are determined at 
the end result of the process, rather than an up-front revenue target. Activity 
planning included a detailed review of discretionary/no-discretionary work, and 
defined level of service and performance measures. Major areas of activity and cost 
have been developed using a fit for purpose process similar to a zero-based 
budgeting process. Staff will present at the deliberations meeting the key example 
of this budgeting approach, including the efficiency savings which Councillors 
considered through the development of the draft LTP and those which are 
programmed for delivery in the near future. 

As part of the review of the draft LTP Budget, and in preparation for 
Deliberations, there are, and will continue to be, a number of amendments and 
changes that are required to the ten year forecasts.  
 
The changes to forecast operating and capital expenditure made after the 
adoption of the Consultation Document for public consultation in February 2021 
have resulted from Council decisions, new information which has arisen, and 
internal reviews.  
 
Two major economic assumptions have been updated in the draft  LTP budget 
model. These are interest rates and inflation. Interest rate forecasts have 
increased, both for borrowing and investing. Higher inflation leads to higher costs 
over time, which generally leads to higher rates and other funding requirements. 
Section 7 explains the changes in Council’s significant forecasting assumptions.  
 
In addition, the accompanying deliberations reports set out requests for 
additional expenditure or potential funding as a result of Council’s consultation 
on the draft LTP. As noted above, for modelling purposes, the figures presented, 
assume all of the staff recommended requests/potential funding are approved, 
and will be included in the draft LTP to be adopted on 24 June 2021. 
 
Further details of all of the financial implications included in the deliberations 
reports is included in Attachment 2. 
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3.2 Draft LTP Budget Summary 

The following Tables 1 and 2 provide summaries of all operational adjustments 
to the draft LTP Budget and of the financial implications included in the 
deliberations reports as detailed in Attachment 2.  

Table 1 – Draft LTP 2021-2031 Forecast Operating Expenditure 

 

Table 2 – Draft LTP 2021-2031 Forecast Capital Expenditure 

 

The draft LTP budget adjustments and the deliberations recommendations are 
estimated to be funded by a variety of sources such as other revenue, fees and 
charges, general funds, targeted rates, reserves and borrowings, in line with the 
Revenue and Financing Policy.  

In this report, staff seek an in-principle decision for the use of reserves to reduce 
the impact of rates increases over the first three years of the LTP assuming all staff 
deliberations recommendations are agreed in principle for inclusion in the draft 
LTP for adoption.  

Because these estimates have been made on assumptions, final cash-flow/treasury 
calculations will need to be reviewed leading up to the preparation of the final version 
of the full LTP for audit, and adoption by Council at the June 2021 meeting. 

4. Rates 

The overview report to this agenda summarised the consultation process and 
includes the key themes emerging from the submissions received. The Consultation 
Document proposed a forecast 5.8% real general rates increase (on average $16 per 
property) in 2021/22 then under 3% per annum. A real targeted rates increase of 8.9% 

Operating Expenditure Year 1 Year 2 Year 3 Years 4-10 Total

2021/22 2022/23 2023/24

$000 $000 $000 $000 $000

Total operating expenditure                               

LTP consultation (LTP V3) 158,753 156,586 152,116 1,083,103 1,550,557

Net increase / (decrease) in opex since 

consultation 602 7,566 7,882 92,457 108,507

Total operating expenditure                   

LTP deliberations (LTP V4) 159,354 164,152 159,998 1,175,560 1,659,064

Deliberations recommendations 3,065 3,212 3,131 23,062 32,471

Total revised operating expenditure                           

LTP Adoption (LTP V5) 162,420 167,364 163,129 1,198,623 1,691,535

Capital Expenditure Year 1 Year 2 Year 3 Years 4-10 Total

2021/22 2022/23 2023/24

$000 $000 $000 $000 $000

Total capital expenditure                               

LTP consultation (LTP V3) 34,975 21,844 13,521 49,653 119,993

Net increase / (decrease) in capex since 

consultation 395 (1,429) 1,407 24,702 25,076

Total capital expenditure                        

LTP deliberations (LTP V4) 35,370 20,415 14,929 74,355 145,069

Deliberations recommendations (1,024) 10,839 1,846 0 11,661

Total revised capital expenditure                           

LTP Adoption (LTP V5) 34,346 31,254 16,775 74,355 156,730
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was proposed in 2021/22. The cost per property depends on the services that 
property receives and its location.  

The summary of submissions completed by Global Research shows 19 comments 
related to Rates and Expenditure. This summary notes that “the majority simply 
stated that they oppose rates increases”. This feedback is also in the context of the 
number of submissions that supported options for the Consultation Topics that were 
for a higher level of service and higher rates. The summary of the submissions on 
financial issues is discussed further in Section 5. 

4.1 General Rates 

As a result of the major challenges that Council has on its horizon to address, Council 
proposed through consultation a real general rates increase in each year of the LTP.  

As a result of the recommended budget changes set out in this agenda, Council’s 
forecast real general rates for the next ten years are as follows:  

 A real general rates increase of 5.8% in 2021/22, the level proposed for 
consultation. 

 A forecast increase of 3% in LTP Years 2 and 3. 

 A minimum level of 0% increase from LTP Year 4 to build resilience by forecasting 
moderate budgeted surpluses in the latter years of the LTP. 

The updated LTP forecast for real general rates increases compared with the 
Consultation Document are shown in Figure 2 below. 

Figure 2 - Draft LTP 2021-2031 Forecast Real General Rates 
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4.2 Targeted Rates 

The updated LTP forecast for targeted rates by territorial authority is shown in the 
Figure 3 below. This graph compares the 2020/21 Annual Plan targeted rates to the 
LTP Consultation Document, and the updated forecast. 

Figure 3 – Draft LTP 2021-2031 Targeted Rates Breakdown by District 

 

4.3 Total Rates 

The updated total rates forecast and a proposed limit of $100 million across all LTP 
years is shown in Figure 4 below. The forecast decreases from 2025/26 is due to the 
level of expenditure in targeted rates activity. 
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Figure 4 – Draft LTP 2021-2031 Forecast Total Real Rates 

 

5. Submissions 

As noted in Section 4 of this report, the summary of submissions completed by 
Global Research shows 19 comments related to Rates and Expenditure. This 
summary notes that “the majority simply stated that they oppose rates increases”. 
This feedback is also in the context of the number of submissions that supported 
options for the Consultation Topics that were for a higher level of service and higher 
rates. 
 
There were several more detailed submissions that lead to consideration of financial 
policy settings. Global research state that “Over a third of the submissions dealt with 
issues of equity in the general rates system. Subm itters used words like “burden” and 
“encumbrance” and suggested that rates distribution across districts was 
disproportionate.” Whakatāne District Council and Ōpōtiki District Council both 
raised the topic of affordability and Ōpōtiki District Council added that “affordability 
and ability to pay does not appear to have been considered by BOPRC”. 
 
Council considered both equity and affordability in LTP workshops and through the 
development of the draft Revenue and Financing Policy. This included an assessment 
of affordability metrics like rates per capita, rates per GDP, and rates per income.  
 
Apportioning rates revenue requirements can be seen as a zero sum game i.e. a 
decrease for one ratepayer must lead to an increase for other ratepayers. While the 
concerns raised are valid and understood, they have not raised information that has 
not already been considered by Councillors and therefore no changes are 
recommended to the draft policies at this stage.  
 
Actions that could reduce the rates for Whakatāne and Ōpōtiki are: 

 Reducing the Uniform Annual General Charge so higher value properties pay 
more. This would generally result in a movement of rates revenue from the 
Eastern Bay to the Western Bay. This has been discussed and modelled, and led 
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to adverse overall affordability impacts, particularly for those on fixed incomes 
in the Western Bay. 

 Increasing the general funding towards Flood Protection. This has been 
discussed and it was considered that the overall balance between the 
beneficiary/exacerbator principle and affordability impacts were appropriate. 
Flood repairs and rates impacts were a main consultation topic of Council’s LTP 
2018-2028. 

Staff note that, in the case of financial hardship, rebates following central 
Government guidelines are available, and remissions/postponements of Regional 
Council rates are also available in line with each Territorial Local Authorities 
individual remissions and postponement policies. 
 
One future policy tool that will be examined further is the use of rating categories. 
For example, many councils set rating categories like residential and commercial and 
different level factors of rates for these. Council has not used this approach to date, 
due to the complexities of using rating categories across multiple districts rating 
databases. In-sourcing rates collection will provide Council with an opportunity to 
consider this tool (as part of developing the Long Term Plan 2024-2034), as Council 
will have more direct data stewardship. 

Importantly, the value to the region of utilising dividends from Quayside Holdings to 
offset rates and ensure they are affordable was raised by Whakatāne District Council, 
Bay of Plenty and Rotorua/Taupō Provinces of Federated Farmers, Tauranga City 
Council and Lake Rotoiti Community Association. 

5.1 Community Funding Requests 

Twenty eight funding requests were received during the Special Consultative 
Procedure. They are listed at Attachment 3 to this report, which includes detail about 
which report they are considered in and which funding source they are utilising.  

Applicants were asked to apply using the Community Initiatives Fund application 
form to ensure that staff had sufficient information to assess the application. All 
applications received sufficiently early were subjected to impact assessment as per 
Council direction at their 1 April meeting. Where applications were received too late 
for this process, this is noted. 

Four applications for Third Party Infrastructure Funding were also received, noting 
only one used the full application form. These applications are discussed the 
Regional and Sub-Regional Leadership deliberations report, and summarised in 
Attachment 3. 

6. Council Controlled Organisations 

Council has received and provided feedback on the draft Statements of Intent for 
Quayside Holdings Limited (Quayside) and the Toi Moana Trust. While this feedback 
included a range of issues related to governance, regional benefit, and transparency, 
the feedback directly related to financial settings was on the dividend expectations 
and borrowing arrangements. 

6.1 Quayside Holdings Limited 

In the Consultation Document, the Quayside dividend was originally set to increase 
from $33.1 million in 2020/21 to $40 million in 2021/22 and increasing thereafter by 
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3% per annum. In the updated draft LTP Budget, this has been re-set at $40 million 
for LTP Year 1, $40 million for LTP Year 2 then increasing at 3% per annum.  

Further work is being progressed on Bay of Plenty Regional Council Group Financial 
Policies including distributions and reserving. In addition, Council transferred $10.75 
million of tax losses to Quayside with an expected but not budgeted future cash 
benefit of $3 million, which is expected to be paid to Council when the tax losses are 
used and the financial benefit is realised. As noted, this net financial benefit has not 
been included in the current draft LTP Budget due to the uncertain timing.  

Staff at Council and Quayside are working with the Local Government Funding 
Agency (LGFA) to transfer Council borrowing that is on-lent to Quayside to a direct 
borrowing arrangement between LGFA and Quayside. 

6.2 Toi Moana Trust 

The Toi Moana Trust continues to assume a return of 5% over the long-run, and the 
draft Statement of Investment Policies and Objectives is being modified to define 
the portfolio that is required to achieve this. This will likely include exposure to 
international equities to further diversify the investment and paying a cash dividend 
to Council based on dividends received and capital growth.  

The initial value of the Toi Moana Trust is $45 million and projected returns on the 
Toi Moana Trust will be subject to some volatility in the short term.  

7. Significant Forecasting Assumptions 

Two major economic assumptions have been updated since the budget was 
prepared for Consultation. These are interest rates and inflation.  

Interest rate forecasts have increased, both for borrowing and investing. In line with 
earlier assumptions, the cost of borrowing is still forecast to be the same or slightly 
higher than the return on term deposits. This means that there is no longer a 
short-term side benefit available by pre-funding capital expenditure. This is partially 
offset by Council being a net investor and gaining higher interest income in the mid 
to long term.  

Tables 3 and 4 below shows the change of interest rate forecasts for LGFA 
borrowings and term deposits. 

Table 3 – Draft LTP 2021-2031 LGFA Borrowing Interest Rate Assumptions 

 

Table 4 – Draft LTP 2021-2031 Term Deposit Investment Interest Rate Assumptions 

 

May-21 Apr-22 Apr-23 Apr-24 Apr-25 Apr-26 Apr-27 Apr-29 Apr-33

Consultation Assumption 0.50% 0.42% 0.41% 0.46% 0.52% 0.61% 0.70% 1.00% 1.34%

Current Forecast 0.53% 0.63% 0.74% 0.99% 1.26% 1.56% 1.79% 2.25% 2.76%

Increase 0.03% 0.21% 0.33% 0.53% 0.74% 0.95% 1.09% 1.25% 1.42%

Maturity

2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32

Term Deposits

Consultation Assumption 0.50% 0.50% 0.50% 0.75% 1.00% 1.50% 2.00% 2.50% 3.00% 3.00% 3.00%

Current Forecast 0.75% 0.85% 0.95% 1.15% 1.15% 1.65% 2.10% 2.35% 2.85% 2.85% 2.85%

Increase 0.25% 0.35% 0.45% 0.40% 0.15% 0.15% 0.10% -0.15% -0.15% -0.15% -0.15%
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Council used the BERL COVID-19 scenarios produced in October 2020 to forecast 
inflation rates. Based on the mix of industry groups in the Bay of Plenty, it was 
assumed that that ‘stalled recovery’ scenario was most appropriate because of the 
impacts on the tourist economy and uncertainty in the import/export sectors. Staff 
have sought updated advice from BERL on which scenario is currently most 
appropriate for the Bay of Plenty region. 

Based on this advice, the inflation assumption has been updated to follow the ‘faster 
recovery’ scenario from LTP Year 2 based on progress with managing COVID-19 
outbreaks, vaccine development and actual economic results. Higher inflation leads 
to higher costs over time, which generally leads to higher rates and other incomes. 
However, this inflation increase does not apply to forecasts for Quayside dividend 
which was already forecast at 3% per annum. 

Table 5 below shows the change in the inflation assumption for general costs. The 
cumulative impact is that costs in LTP Year 10 have been inflated by 37.5% compared 
to 27.5% under the prior assumption. 

Table 5 – Draft LTP 2021-2031 Inflation Rate Assumptions 

 

8. Reserves 

8.1 Regional Fund Reserve 

The Regional Fund is a general reserve which generates investment income. This has 
been included within the financial forecasts prepared and presented in this report. 
There is no specific policy relating to this fund, however, as Council determines the 
requirement to fund expenditure from reserves rather than through other sources, 
this reserve will be used. 
 
The expected movement in the balance of this reserve over the first three years of 
the LTP, assuming Council approve the deliberations recommendations, is shown in 
Table 6 below. 

Table 6 – Draft LTP 2021-2031 Forecast Regional Fund Reserve 

 

At the beginning of the 2020/21 financial year, there was a Regional Fund reserve 
balance of $32.7 million. As shown through the in-year monitoring at month nine, 
this reserve is forecasted to be $34.4 million as at 30 June 2021. 

Regional Fund Reserve Year 1 Year 2 Year 3

2021/22 2022/23 2023/24

$000 $000 $000

Forecast opening balance 34,379 24,273 14,627

Forecast deposits 6,086 7,551 7,730

Forecast withdrawals (16,192) (17,197) (7,542)

Forecast Closing Balance 24,273 14,627 14,815

2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31

Consultation Assumption 2.4% 2.4% 2.2% 2.4% 2.5% 2.3% 2.5% 2.6% 2.7% 2.6%

Current Forecast 2.4% 3.0% 3.2% 3.2% 3.3% 3.2% 3.4% 3.5% 3.6% 3.6%

Increase 0.0% 0.6% 1.0% 0.8% 0.8% 0.9% 0.9% 0.9% 0.9% 1.0%



REGIONAL COUNCIL 12 MAY 2021 

INFOCOUNCIL ID: A3769356 15 

Ite
m

 8
.2

   

Council has approved the following spending from the Regional Fund reserve in the 
draft LTP budget: 

 Ōpōtiki  District Council Harbour Transformation Project - $20 million in total 
across LTP Years 1-2 

 Western Bay of Plenty Transport Systems Plan - $6.3 million in total across LTP 
Years 1-3 

 Lake Tarawera Wastewater Reticulation - $750,000 in total in LTP Year 1 

 Rotorua Lakes Land Use Change Incentives - $14.7 million in total in LTP Years 
1-6 

With the assumption that every deliberations report recommendation will be 
approved, an average of $2.6 million per annum (a total of $8 million) of Regional 
Fund reserve balance would be needed to deliver a real general rates rise in LTP Year 
1 of 5.8%, and 3% in LTP Years 2 and 3. 

With this assumed level of forecast contributions and spending from the reserve over 
the next three years, it is expected that the Regional Fund reserve at the end of 
2023/24 will be $14.8 million. 

8.2 Toi Moana Reserve 

The Toi Moana Reserve is a $45 million general reserve which generates investment 
income. This revenue from this reserve has been included within the financial 
forecasts prepared and there is no forecast spending from this reserve in the draft 
LTP. 

8.3 Equalisation Reserve 

At the end of the 2020/21 year, there was a balance in the Equalisation Reserve of 
$4.8 million. Council set a 0% real general rates increase for 2020/21 to minimise the 
economic impacts of Covid-19 by using $4.7 million of the available balance leaving 
an unallocated amount of approximately $100,000. Based on month nine monitoring 
results for the 2020/21 financial year, this reserve is forecast to be $1 million as at 
30 June 2021. 

9. Treasury Budget Settings 

Council’s treasury advisor Bancorp has provided updated Treasury advice based on 
the economic outlook discussed above and other factors in confidential Attachments 
4 and 5.  

The first piece of advice is related to taking out additional borrowing to pre-fund 
capital expenditure and the opportunities for short-term arbitrage. In summary, 
there is unlikely to be any short-term opportunities available and there is no material 
advantage to borrowing instead of using Council’s Asset Replacement Reserve in 
the short term.  

The second piece of advice relates to long-term borrowing. In summary, Council has 
the option to either repay borrowing or invest the Asset Replacement Reserve in 
higher-yielding long-term investments until they are required for capital expenditure 
or for debt retirement.  
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Long-term investments can achieve higher returns than short-term investments (i.e. 
term deposits) because Council can ‘look through’ short term fluctuations in asset 
values. This can return an overall positive carry in the long-term. Bancorp proposes 
placing available funds in an income generating fund, and this is because the Council 
Group already has exposure to equity investment through Quayside and Toi Moana 
Trust. For modelling purposes, the assumption is that Toi Moana Trust is a suitable 
investment option to term deposits pending further due diligence.  

Staff have assessed reserves that may be available for longer-term investment, 
which is primarily the Asset Replacement Reserve (pending policy work and Council 
direction on using its other general reserves to invest for Regional Benefit).  

In the draft LTP, investing in the Toi Moana Trust is forecast to return 5% over the 
long run. Over and above the cost of borrowing, modelling shows that these 
investments could create a positive return to help offset the cost pressures noted in 
this report including inflation and rising interest costs. 

Staff recommend Council delegate to the Chief Executive, the authority to invest 
additional funds in to a long-term investment in line with Council’s Treasury Policy 
parameters. 

9.1 Treasury Recommendations 

Based on this analysis, staff are recommending the following: 

 Use existing LGFA pre-funding as the first source of capital funding, followed by 
the accumulated Asset Replacement Reserve, and new borrowing of $10 million 
for new capital items. 

 New borrowing of $10 million for Ford Road Pump Station $8 million and 
$2 million for Sustainability Initiatives funding in LTP Year 2, if Council approve 
the recommendations.  

 Council borrowings start at $131 million, which is $50 million lower than 
consultation due to the repayment of short-term debt in April 2021, then 
increases to $141 million from 2022/23 onwards. 

 $100 million of new borrowing for Quayside for the Rangiuru development in 

addition to the current $50 million on-lending facility.  

 Staff to continue to work with the LGFA to transfer Quayside borrowing from on-
lending to direct borrowing. This is not shown in the financial modelling due to 
uncertainty of timing and due-diligence on requirements to be completed. 

 The Perpetual Preference Share issue of $200 million is assumed to remain in 
place with Quayside.  

As a result of these settings, the forecast borrowing profile is shown in Figure 5 
below.  
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Figure 5 – Draft LTP 2021-2031 Forecast Borrowing 

 

Staff also recommend that Council: 

 Continue to hold sufficient cash and term deposits for cash flow purposes. 

 The initial investment of $45 million in the Toi Moana Trust remains in place (i.e. 
no capital withdrawals during the next ten years). 

 Delegate to the Chief Executive, the authority to invest some Asset Replacement 
Reserve funds that are available for the long term into the Toi Moana Trust to 
increase investment income. 

 The Regional Fund reserve to accumulate internal loan repayments for new 
expenditure or debt retirement. The Regional Fund reserve balance is forecast at 
$14.8 million by the end of LTP Year 3. This is assumed to be invested in term 
deposits so that amounts remain available each year. 

This treasury profile results in net income increasing from $1.75 million in LTP Year  

1 to $4.3 million in LTP Year 10.  

Use of the reserves to fund unbudgeted projects will reduce the financial return, 
however, this is not precluded as investment in strategic projects may provide a 
greater value of regional benefits. 

9.2 Financial Strategy and Strategic Initiatives 

Council also has the option to further use its balance sheet to provide for strategic 
investments to respond to major challenges where the expenditure requirements 
and timings are uncertain. This effectively allows for multi-year budget 
appropriations and avoids constraining strategic decision making to a year-by-year 
basis. 

The potential use of balance sheet levers to fund strategic initiat ives, like Regional 
Spatial Planning and Third Party infrastructure Funding requests, is discussed in the 
"Regional and Sub-Regional Leadership" deliberations report.  
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The figures presented in this report are based on the assumption that all 
recommendations are accepted, i.e. no funding is approved for third party 
infrastructure at this time. Staff are to progress principles and a policy for regional 
benefit investment in preparation for regional spatial planning implementation. 

10. Considerations 

10.1 Risks and Mitigations 

Through LTP 2018-2028, Council set a balanced budget except for major one-off 
third party infrastructure grants. Council has consulted on having an unbalanced 
budget in the draft LTP 2021-2031 primarily due to reserve contributions to third 
party infrastructure and the Western Bay of Plenty Transport System Plan.  

If all deliberations recommendations are accepted, LTP 2021-2031 is likely to require 
an unbalanced budget of $24.7 million over the first three years. As noted above, 
$20 million of this is the contribution to the Ōpōtiki Harbour Transformation Project.  

Councils are required to set a balanced budget unless they resolve that it is 
financially prudent not to do so. Staff note that this unbalanced budget is funded 
from accumulate savings and that the Ōpōtiki Harbour Transformation Project is 
budgeted as a grant i.e. recovery of funds is not budgeted for.  

In addition to the reserves held by Council, Quayside’s non-port investments are 
expected to increase from $380 million to $700 million over the next ten years. This 
increased value generates profits to fund the dividend to Council, and is a source of 
financial resilience and assists to offset the forecast unbalanced budget at a Bay of 
Plenty Regional Council Group level. 

10.2 Climate Change 

This paper addresses financial implications of decisions and how to fund the 
Council’s programme of work and has no direct implications for Climate Change. 
Climate Change implications are raised in the reports directly related to Council 
service delivery as appropriate. 

10.3 Implications for Māori 

This paper addresses financial implications of decisions and how to fund the 
Council’s programme of work for the next ten years and may broadly have 
implications for Māori through our rating system.  

Māori are disproportionately highly represented in communities and demographics 
that may be impacted by rates affordability and are highly impacted by inflation. The 
Covid-19 pandemic had, and continues to have, an impact on the economy and Māori 
community particularly where jobs have been lost.  

The Resource Management Reforms, including national policy statements require 
greater participation by Māori in decision making. The specific matters relating Māori 
participation, capacity and capability as per section 81 (1)(b) of the Local 
Government Act 2002, are addressed in the Māori Partnerships deliberations report 
in this agenda. 
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10.4 Community Engagement 

 

CONSULT 

Whakauiuia 

To obtain input or feedback from affected communities about 
our analysis, alternatives, and/or proposed decisions.  

Council has used a full special consultative procedure for the LTP. Submissions 
related to financial matters are outlined in Section 5. 

10.5 Financial Implications 

This paper outlines the overall forecast financial implications for LTP 2021-2031 
deliberations to provide context for decision making on individual reports and 
recommendations. Details of the staff recommendations for the deliberations 
meeting are included in Attachments 2 and 3. 

One of Council’s Strategic Priorities is ‘Making the best use of our resources’.  This 
goal is to ensure we achieve the best possible outcomes for our communities 
without creating an inequitable financial model.  

Council has conducted a comprehensive Financial Framework Review, at a level 
of detail greater than anything done in the past decade. The FFR has explored the 
implications of altering how we fund our activities and this has resulted in changes 
to our planning approach with Quayside Holdings Ltd and enhanced treasury 
management practices.  

Council’s budgeting approach for its major activities has included key aspects of 
a full zero based budgeting approach and a full review of performance measures.  
The review of Council’s Revenue and Financing Policy included analysis of rates 
affordability, benchmarking with other Regional Councils, and consideration of 
whether to alter any of the key revenue assumptions and ratios. 

While Council has a range of funding and financing tools that provide the ability 
to deliver higher levels of service, continuing to make prudent decisions to fund 
high-quality/high-impact initiatives will ensure that Council remains in a strong 
and resilient financial position in the present and for the future.  

Details of the staff recommendations for the deliberations meeting are included in 
Attachments 2 and 3 to this report. Staff are seeking confirmation of funding in 
the draft LTP - Maori Engagement in Freshwater and Regional Safety and Rescue 
Services. Staff are recommending new funding in the draft LTP for a Public 
Transport region-wide fare free schools trial (urban services during arrival and 
departure times) noting the draft LTP Budget includes the impact of fare-free 
foregone for the current Tauranga schools fare free trial. 

11. Next Steps 

The draft LTP 2021-2031 including the Financial Strategy, Revenue and Financing 
Policy and Treasury Policy will be updated following direction from Council at the 
deliberations meeting and will undergo a final external audit before being 
presented for adoption in June 2021.  

Attachments 

Attachment 1 - PwC BOPRC Summary Financial Framework Review March 2021 ⇩  
Attachment 2 - BOPRC LTP 2021-2031 Summary of Deliberations Recommendations 

Budget Changes ⇩  
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Attachment 3 - BOPRC LTP 2021-2031 Schedule of Funding Applications and Staff 
Recommendations ⇩  

Attachment 4 - BanCorp Pre-funding Strategy (Public Excluded) ⇩  
Attachment 5 - BanCorp Borrowing Strategy (Public Excluded) ⇩   
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ITEM 8.2 

PUBLIC EXCLUDED ATTACHMENT 4 

BanCorp Pre-funding Strategy 
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BanCorp Borrowing Strategy 
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Report To: Regional Council 

Meeting Date: 12 May 2021 

Report Writer: Zhivan Alach, Organisational Performance Manager; Mark Le Comte, 
Principal Advisor, Finance and Debbie Hyland, Finance & Transport 
Operations Manager 

Report Authoriser: Mat Taylor, General Manager, Corporate 
Namouta Poutasi, General Manager, Strategy & Science  

Purpose: To outline the potential leadership and collaboration role in Regional 
Spatial Planning, and evaluate third party infrastructure funding 
requests. 

 

 

Regional and Sub-Regional Leadership - Deliberations 
Decisions 

 

Executive Summary 

Over the next decade, and further, there will be on-going and potentially growing 
demand for action on infrastructure issues faced by diverse communities.  

This paper covers the regional and sub-regional leadership role in spatial planning 
and proposed new legislative requirements under the RMA reform programme.  

As a first step this paper proposes that staff progress principles and a policy for 
regional benefit investment in preparation for regional spatial planning 
implementation. This tool can provide communities with an opportunity to 
influence their area and to shape their communities. 

Staff support regional spatial planning as a key tool to connect partners to ensure 
delivery of community outcomes. Whakatāne District has identified the need for 
Council to play a critical collaborative role in updating the Eastern Bay Spatial Plan. 
This work will align well with preparation required for the requirements ar ising 
from the RMA Reform Programme. 

Council has received four infrastructure funding requests. Given the level of 
uncertainty with Regional Spatial Planning, and prioritisation, and with some of the 
projects; it is proposed to decline these at this stage and invite re-submission at 
the appropriate times.  
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Recommendations 

That the Regional Council: 

1 Receives the report, Regional and Sub-Regional Leadership - Deliberations 
Decisions. 

2 Notes regional spatial planning will be a key tool in the future to connect 
communities and partners together to ensure delivery of community 
outcomes and is intended to become a legislative requirement.  

3 Agrees in principle to support updating the spatial plan for the Eastern Bay 
of Plenty so that there will be robust and current data/intentions for each 
sub-region to form part of the evidence base to build a regional spatial plan. 

4 Agrees as a first step for BOPRC staff to work with Whakatāne District 
Council, other councils, Iwi/Māori, Toi EDA/Toi Koi Rawa and central 
government officials to scope the work required to update the spatial plan 
for the Eastern Bay and report back to Council by December 2021. 

5 Notes further reprioritisation of workloads and additional funding maybe 
required during 2021/2022 to develop this Eastern Bay spatial plan especially 
for community participation in spatial planning. 

6 Agrees that staff are to progress principles and a policy for regional benefit 
investment in preparation for regional spatial planning implementation. 

7 Declines the funding request for Matatā Wastewater Reticulation at this time 
and invites Whakatāne District Council to resubmit when further information 
is available on the full funding proposal including ratepayer impacts and 
implications of the three waters reform.  

8 Declines the request for additional funding for Lake Tarawera Wastewater 
(and other future Lakes Wastewater reticulation). 

9 Declines the funding request for Te Whare Taonga o Te Arawa at this time, 
and invites the request to be resubmitted early in the development of Annual 
Plan 2022/23 to allow for further fundraising to be completed and for the 
potential to publically consult on a targeted rate. 

10 Confirms the decision has a medium level of significance as determined by 
the Council’s Significance and Engagement Policy. Council has identified and 
assessed different options and considered community views as part of 
making the decision, in proportion to the level of significance. 

1. Introduction 

Bay of Plenty Regional Council has historically provided financial support to a range 
of projects across the region, via mechanisms such as the Regional Infrastructure 
Fund and Third Party Infrastructure Funding. This support has sometimes been 
delivered on an ad-hoc basis, triggered by third-party requests rather than a deeper 
and wider evidence-based analysis of regional needs. 

Over the next decade, and further, there will be an on-going and potentially growing 
demand for action on infrastructure issues faced by diverse communities. Regional 
Council is in a unique position to combine and connect these issues to ensure the 
most impactful use of constrained financial resources to address those issues.  

Alongside the above, there are continuing central government reforms of local 
government roles and resource management. 
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Regional Council has recently reviewed, and reset, its financial framework and 
financial levers. It has received four 3rd party requests for funding through the Long 
Term Plan process. There may be an opportunity at the current time to develop a 
more proactive, evidence-based approach to the provision of support across the 
region for activities that are not necessarily aligned with the Regional Council role. 

1.1 Legislative Framework 

There is currently no legislative requirement for a Spatial Plan, though this is 
intended to become a requirement under the Strategic Planning Act by the end of 
2023. Regional priorities are guided by the Local Government Act definitions of the 
purpose, role and co-ordination responsibilities of Local Government in s11-17 and 
decision making requirement of s76-81. 
 

1.2 Alignment with Strategic Framework 

A Vibrant Region 
We invest appropriately in infrastructure to support sustainable 
development. 

The Way We Work We continually seek opportunities to innovate and improve. 

1.2.1 Community Well-beings Assessment 

Dominant Well-Beings Affected 

 Environmental 

 

 Cultural 

 

 Social 

Low - Positive 

 Economic 

Low - Positive 
 

1.3 Significance 

The recommended proposal/decision has been assessed against the criteria and 
thresholds in Council’s Significance and Engagement Policy, and can be considered:  

Medium 

The decision is not within existing budgets and does not implement the 
current long term plan or annual plan. 

The financial costs and implications of the decision are not yet known or 
provided for. 

 

2. Regional and Spatial Planning 

Regional Spatial Planning includes a process of identifying preferred land uses for 
various parts of the broader region in a strategic manner. It differs from traditional 
approaches whereby a “patchwork quilt” is developed by individual territorial 
authorities. Larger plans enable a broader range of interventions. 

Regional Spatial Planning can provide communities with an opportunity to influence 
their area and to shape their communities. This is achieved by addressing needs 
through a joint approach involving multiple sectors, agencies, and organisations 
allocating funding to the areas where the greatest impact is achieved. 

“Wicked” public policy problems, such as housing, or the implementation of new 
resource management reforms, require the intervention of multiple sectors, 
agencies, and organisations to first agree joint objectives and then resource multiple 
workstreams to achieve those objectives.  
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2.1 Current state 

There is currently no legislative definition or scope that a Spatial Plan would need to 
meet. This is further discussed in section 2.3 RMA Reform. 

There are currently three sub-regional Spatial Plans that cover the Bay of Plenty 
Region. These are: 

 Eastern Bay Beyond Today 

 Rotorua Spatial Plan 
 Smartgrowth/UFTI  

Each of these plans have been developed at different times, with differing evidence 
bases, have different scopes, and following different processes. It is clear however 
that the region, and sub-regions will face significant funding challenges over the 
coming 10-30 years.  Infrastructure investment will be required to meet substantial 
challenges including: 

 Supply of housing 

 Providing for future growth 
 Replacement of ageing infrastructure 
 Climate change resilience  

The Mayoral forum is an important body to connect sub-regional issues to lobby for 
government and local action. The forum has set the following priorities: 

1. Housing – this directly aligns with spatial planning 

2. Climate change – spatial planning needs to be informed by climate 
projections 

3. Social inequity -  this is indirectly aligned with spatial planning via housing 
supply/affordability and economic develop aspirations (where this is part of 
spatial planning) 

4. The future of local government – RMA reform intent includes a Strategic 
Planning Act to require Regional Spatial Plans. 

Regional Spatial Planning has been an aspiration for Regional Council’s and will 
become a key deliverable in the coming years to meet legislative requirements, local 
intentions, and to optimise Regional collaboration. The Bay of Plenty Regional 
Council is in a unique position to promote and support Regional Spatial Planning and 
delivery, due to its strong financial arrangements. However, it will need to carefully 
consider any investments. 

2.2 RMA Reform 

Government has been following the recommendations of the report “New Directions 
for Resource Management in New Zealand” (known as the Randerson Report). This 
500 page report discusses many issues with the Resource Management System in 
New Zealand, and proposes many changes. The major legislative changes are the 
repeal of the Resource Management Act, to be replaced with: 

 A new Natural and Built Environment Act (NBEA), 

 A new Strategic Planning Act (SPA), and 

 A new Climate Change Adaptation Act (CCAA). 
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The timeline intended for the development of these acts is: 

 An exposure draft of the NBA in May 2021, including the overall purpose of 
the Bill and what it aims to achieve, the Treaty clause, the National Planning 
Framework and region-wide plans. 

 The exposure draft will be considered by a Select Committee Inquiry in the 
second half of 2021. 

 The SPA will be developed in parallel to the NBA and will be closely aligned 
to the development of the CCAA. 

 The NBA being passed into law by the end of 2022 and the SPA and CAA in 
2023. 

The general outline of the SPA is that it will: 

 provide a strategic and long-term approach to how we plan for using land and 

the coastal marine area. 

 Long-term spatial strategies in each region would be developed to identify 
areas that: 
o will be suitable for development 

o need to be protected or improved 

o will need new infrastructure and other social needs 

o are vulnerable to climate change effects and natural hazards such as 
earthquakes. 

These Acts will require major changes for Local Government. Based on progress to 
date, the best current assumption is that the Bills will largely reflect the findings of 
the Randerson Report.  

2.3 Readiness for legislative change 

Cabinet papers have acknowledged that the suite of RMA reform will require 
significant resourcing and support from central government in both the short and 
long-term. Identified areas of support include 

 developing and testing combined plans to serve as models for local 
authorities  

 consolidation of existing national direction into a single integrated format in 
preparation for being incorporated into the National Planning Framework  

 incorporation of mātauranga Māori and tikanga Māori  
 support to increase capacity and capability throughout the system (including 

for iwi and local authorities)  
 an improved environmental monitoring and reporting system to enable 

effective setting and operation of new limits and targets 

Staff recommend that work is progressed to complete an assessment of the actions 
that need to be taken now to position the region for implementation of the RMA 
reforms, especially the introduction of Spatial Planning Strategies, so that the region 
is positioned to move into implementation within the next 2-3 years. 

These interventions are likely to encompass: 
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 Iwi capacity and relationship building 
 Developing partnerships and relationships with key stakeholders 
 Identifying gaps in the current sub-regional spatial plans against changes in the 

operating environment. 
 Identifying cross-boundary issues and potential duplications between current 

sub-regional spatial plans 
 Building an agreed evidence base (including closing information gaps) 

 

3. Funding Regional Planning 

Regional Council (Group and Parent) have general financial reserves and strong 
financial resilience against economic shock. These funds generally earn interest to 
offset expenditure, or grow in value and provide a revenue return. Through the 
current Long Term Plan these reserves have not been fully earmarked for future use. 

There will be an opportunity to earmark reserves towards Regional Spatial Planning 
over the next few years. This could include considering the context of submissions, 
where this aligns with our Financial Strategy, Revenue and Financing Policy, and 
would require significant work to confirm details throughout 2021/22.  

Depending on its significance, it might also require public consultation through the 
next Annual Plan process for example.  

There are primary funding sources to be considered that have been identified 
through the Financial Framework Review, including Council’s accumulated Regional 
Fund reserve, non-port holdings, rating, and borrowings. 

3.1 Potential approach 

This section outlines a potential approach to funding Regional Spatial Planning. In 
general, staff recommend that Council completes work on principles and policy for 
regional benefit investing, which would then be used for Council to contribute to 
Regional Spatial Planning delivery. A potential high level approach is outlined below. 
Further detailed investigation and collaboration is required before any of this is 
enters consideration to become Council Policy 

3.1.1 Regional Spatial Plan Funding  

An agreed spatial plan would set a consolidated list of priorities for the region across 
central government departments, Councils, mana whenua groups, and potentially 
other key stakeholder/partners/suppliers. As examples, initiatives like a sufficient 
supply of affordable housing, climate change resilience and cultural 
protection/enhancement projects are likely to be high priorities. 

Each of the partners will have different abilities to fund the priorities. Each partner 
will need to assess the budgets required for their core responsibilities and then 
determine whether there is available capacity (including borrowing capacity up to 
their limits) to determine the total potential funding that could be available. In this 
context, BOPRC strong balance sheet and diversity of income (including that from 
Quayside), the Bay of Plenty Region could have a strategic advantage compared to 
other regions in attracting government co-funding. 

This could be allocated to portfolios of projects to deliver on agreed priorities. For 
illustration this could include: 
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 An affordable housing fund could be allocated to be used region-wide to 
support developments and infrastructure based on the number of houses 
provided and the current level of under-supply. 

 A Climate Change Fund could be allocated to use towards protecting areas 
at risk or contributing to managed retreat (pending the Climate Change 
Adaptation Act). 

 A Māori Partnership Fund, with allocated decision making delegated to Komiti 
Māori to make funding decisions 

3.1.2 Investing for General Regional Benefit 

Another tool to consider would be to establish a specific regional benefit entity.  

Separate entities with a clear mandate can have a number of potential benefits. For 
example, Quayside has shown an exceptional track-record of achieving financial 
returns.  

Further investigation could be conducted on establishing a new mechanism (or a 
new entity) that is focussed on regional benefit investing. This would complement 
Council’s focus on core-service delivery and Quayside’s focus on investment return.  

This mechanism could be for key Regional Infrastructure projects of significance and 
scale, as informed by a Regional Spatial Plan.  

4. Submissions Received 

Regional Council has received a number of requests for funding through the Long 
Term Plan submission process that may be better dealt with through a multi-agency 
regional spatial planning process. These requests are for projects of regional, and 
sometimes national significance. There are four specific Third Party Infrastructure 
Funding Request which are discussed further in section 4.2. 

1. Te Whare Taonga o Te Arawa (Rotorua Museum) Request $4m 

2. Rotorua Lakes Council Scheme Funding Request 

3. Tarawera Wastewater Request $2m 

4. Whakatāne District Council Matatā Wastewater Scheme $7m 

4.1 Council also received submissions requesting involvement in spatial planning. This 

included a submission from the Whakatāne District Council that outlined that BOPRC 
will play a critical collaborative role in the development of a spatial plan for the 
Eastern Bay.  The sub-region will face significant funding challenges over the coming 
10-20 years.  Infrastructure investment will be required to manage future growth.    

This is over and above the substantial infrastructure changes including increased 
standards, ageing infrastructure and climate change.  This will necessitate looking 
for appropriate and sustainable ways to fund increased investment need for regional 
infrastructure.  WDC seeks BOPRC’s support as we work together to help realise the 
potential of the Eastern Bay whilst enhancing the wellbeing of our communities. 

This aligns very well with the work required to prepare for work required under the 
RMA reform programme. The current Eastern Bay Spatial Plan was prepared in 2015 
with an intended five year review. It also serves as a good example of potential 
stakeholder management complexities as it spans a wide geographical area with the 
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territorial local authorities and multiple iwi/hapū. It is also an area of high economic 
deprivation which may provide high value opportunities to improve outcomes. 

It is recommend that Council: 

 Agrees in principle to support updating the spatial plan for the Eastern Bay of 
Plenty so that there will be robust and current data/intentions for each sub-
region to form part of the evidence base to build a regional spatial plan. 

 Agrees as a first step for BOPRC staff to work with Whakatane District Council, 
other councils, Iwi/Māori, Toi EDA/Toi Koi Rawa and central government 
officials to scope the work required to update the spatial plan for the Eastern 
Bay and report back to Council by December 2021. 

 Notes further reprioritisation of workloads and additional funding maybe 
required during 2021/22 to develop this Eastern Bay Spatial Plan, especially 
for community participation in spatial planning. 

4.2 Third Party Infrastructure Funding Requests 

Four funding requests were received for third party infrastructure. These can be 
grouped as being related to water or other infrastructure. Future work on Regional 
Spatial Planning will provide a more complete framework for making funding 
allocation decisions. 

4.2.1 Water infrastructure requests 

Three of the funding requests are related to wastewater infrastructure. These 
projects are subject to significant uncertainty related to three waters reform. It is 
important to note that the three waters reform programme makes robust 
assessment of project delivery and the financial situation of the requesting Council, 
including forward borrowing and ratepayer funding, impossible to assess with 
certainty. Therefore, it is recommended that the Regional Council’s funding decisions 
are taken when there is more information and more certainty. 

Rotorua Lakes Council Scheme Funding Request 

Rotorua Lakes Council requested that Council: 

Reviews and readjusts its funding assistance to lakes wastewater reticulation 
schemes in line with the effects of inflation since the early 2000 or from $1,500p/p 
to $3,000p/p. 

This request misinterprets how Council makes funding decisions currently and in the 
past. Council does not have a default per property contribution level and, depending 
on the application received, indexation to early 2000 may be wholly inappropriate. 

Previous funding requests were assessed against the Regional Assistance for Small 
Scale Sewerage Schemes Policy, which is no longer valid. This policy allocated grants 
primarily on the basis of the deprivation index for the community. The last budgeted 
project funded under this policy is the Rotoiti/Rotomā scheme, and this funding has 
nearly been fully drawn down. 

More recently, in 2018 Council allocated funding for the Tarawera sewerage scheme 
under the Third Party Infrastructure Funding Policy. The approved grant of $750,000 
was determined on the basis of compliance and consent costs that would be avoided 
by replacing OSET systems in an OSET maintenance zone with a reticulated system. 
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Given this decision was made in 2018, there is no reason to index this to a much 
earlier date.  

It is recommended that this request is declined and it is explained to Rotorua Lakes 
Council how funding applications are assessed. Staff are always available to assist 
applicants with the funding process and information requirements.  

Tarawera Wastewater Request $2m 

The Tarawera Ratepayers Association has requested that Council makes a $2 million 
contribution to the Lake Tarawera wastewater scheme. This application does not 
appear to recognise that Council is already making a $750,000 contribution to the 
scheme directly to Rotorua Lakes Council. The request does not provide further facts 
that were not already considered in the decision to allocate funding in 2018. 
Therefore, it is recommended that the request is declined with clear communications 
that Council is already a project funder. 

It is noted that Lake Tarawera residents do not currently have the ability to provide 
their funding contribution through a targeted rate over time, and instead are 
required to make a lump sum contribution.  

This decision was taken by Rotorua Lakes Council based on their ability to debt fund 
these contributions. The potential three waters reform may change this position.  

Whakatāne District Council Matatā Wastewater Scheme $7m 

Whakatāne District have been working to move Matatā from OSET systems to a 
reticulated system for several years. Council recognises that this area has 
“occasional elevated E.coli and nutrient levels indicating septic tank contamination. 
This has been confirmed by positive faecal source tracking (FST) human markers”. 
As such Matatā is currently an OSET Maintenance Zone as an interim measure until 
reticulation is achieved. 

Whakatāne District Council estimate the cost of reticulation at $20 million (including 
inflation), which is approximately $77,000 per connection for the estimated 260 
connections required. Whakatāne District Council expects the Ministry of Health to 
contribute $6.7 million towards the project, however, it is currently unclear how 
other costs will be funded through targeted rates for Matatā, the equalised sewerage 
rate, lump sum contributions and other options. Without this clarity, Council cannot 
effectively consider ratepayers affordability aspects of this project.  

It is noted that the only wastewater project of similar scale that has been approved 
under the Third Party Infrastructure Policy is the Tarawera sewerage scheme. The 
grant allocations to Tarawera was determined based on resource consent and 
compliance costs avoided by Council. If a similar basis was used for Matatā 
wastewater, the level of grant from Council would be in the order of $500,000 -
$700,000.   

Construction is not intended until year three (2023/24) as resource consents, design 
and contracting need to be completed. Staff consider that the project can continue 
to progress resource consent requirements with Council committing to funding the 
project. Staff note that Whakatāne District’s proposed LTP 2021-2031 includes 
sufficient debt headroom to fully fund this project from new debt as shown in the 
figure below. 
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It is recommended that Council declines this funding request. Council may 
reconsider when further information is available on the full funding proposal 
including ratepayer impacts and implication of three waters reform. It is 
recommended that this request is declined and it is explained to Rotorua Lakes 
Council how funding applications are assessed. 

4.2.2 Te Whare Taonga o Te Arawa (Rotorua Museum Request) $4.1m 

The Te Whare Taonga o Te Arawa (Rotorua Museum) is in the in the process of 
substantial earthquake strengthening programme costing $53.5 million which is 
being fully funded, including a grant from the Provincial Growth Fund of $15 million 
and a further $5 million from the Regional Culture and Heritage Fund. 

Te Whare Taonga is now fundraising for $6 million to complete a full re-design and 
development of its exhibitions. This will include permanent and short term 
exhibitions developed in partnership with Te Arawa. 

This project aligns with the economic development goals under the Vibrant Region 
Community Outcome. A BERL report commissioned in 2019 estimated the overall 
Museum project would contribute $96million in GDP and between 66 and 149 
FTEs annually during construction and operation. The table below shows a 
breakdown of the BERL’s estimates of benefits including GDP and employment 
by sector. 

 

The Museum Trust has provided a full Third Party Infrastructure Funding applicat ion, 
which is of high quality and detail. The Museum Trust and Te Whare Taonga have 
shown a good track record of delivery and fundraising.  The table below shows the 
infrastructure funding requested for the exhibition development (note this excludes 
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the $53.5 million raised for the building and $1.2 million of operating component of 
the exhibition development project)  

 2021/22 

$000 

2022/23 

$000 

2023/24 

$000 

Total 

Bay Trust  300.0  300.0 

Ministry of Culture & Heritage 50.0 100.0 50.0 200.0 

Lottery Environment & Heritage  215.0  215.0 

Grant requested from BOPRC 195.8 3,625.7 278.4 4,100.0 

TOTAL INFRASTRUCTURE FUNDING 245.8 4,240.7 328.4 4,815.0 

Rotorua Lakes Council and Te Whare Taonga Staff propose that BOPRC’s 
contribution be funded via a targeted rate for the region (excluding Rotorua as they 
already pay via RLC rates). In return, they would provide free access to residents 
from the wider Bay of Plenty when Te Whare Taonga re-opens. 

While this application has many strengths including the robust case put forward, 
substantial co-funding, and economic benefit aligning with Councils Community 
Outcomes and KPIs for job growth; there are also complicating factors.  

Without development of a Regional Spatial Plan and funding approach it is difficult 
to determine the appropriate balance between regional and local funding, especially 
as the BERL economic analysis is focussed on district, rather than region-wide, 
benefits. In addition, Council has previously declined museum funding in Tauranga 
(and has a current Western Bay/Tauranga Heritage CIF application) and funding Te 
Whare Taonga o Te Arawa may set a precedent/expectation for Council to fund 
other heritage projects that do not have the same level of economic analysis. 

Instead of an approve/decline approach, Council could also consider compromise 
approaches such as agreeing a lower grant (such as the $200,000) requested for 
2021/22 without prejudice to consideration of further funding as part of future 
Annual Plans as the policy for consideration of Regional Benefit becomes clearer.  

This would also allow for consultation on the specifics of a targeted rate should 
Council choose to consider this funding mechanism.  

5. Considerations 

5.1 Risks and Mitigations 

The impact of new legislative requirements from RMA reform are being investigated, 
and the proposed approach to the Eastern Bay Spatial Plan are intended to better 
understand the risks and issues. 

The risks associated with each third party infrastructure funding request are noted 
in the evaluation of these. 
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5.2 Climate Change 

Spatial Planning under the proposed Strategic Planning Act is intended to partially 
address the risks from Climate Change in conjunction with the proposed Climate 
Change Adaptation Act. 

There is no direct impact on Climate Change from the third party infrastructure 
funding requests, however, rising sea and water levels may impact on wastewater 
reticulation in the future. 

5.3 Implications for Māori 

Regional Council has received a number of requests for funding iwi/hapū groups 
through the Long Term Plan submission process which are discussed in a separate 
paper. Requests in this area, and Council’s requirement for Māori participation, are 
likely to continue to increase particularly in light of the RMA reform intentions to 
require decision makers to ‘give effect to’ the principles of Te Tiriti o Waitangi and 
for a more effective role for Māori including representation of Mana Whenua on 
regional Spatial Planning and Joint Planning committees. 

Council may need to consider a more consistent approach to kaupapa Māori funding 
based on advice from Komiti Māori when the legislative requirements and 
government’s support for this area is more clear. 

Community Engagement 

 

INFORM 

Whakamōhio 

To provide affected communities with balanced and objective 
information to assist them in understanding the problems, 
alternatives and/or solutions. 

The topics raised in this paper arise from submissions received as part of Long Term 
Plan 2021-2031. 

5.5 Financial Implications 

There is no financial impact if the recommendations are accepted. Any funding for 
third party funding requests would need to come from reserves or borrowing 
resulting in foregone interest revenue.  

6. Next Steps 

Staff intend to work collaboratively to scope the work required to update the Eastern 
Bay Spatial plan and would assist with re-submission of funding requests Te Whare 
Taonga o Te Arawa and Matatā Wastewater Reticulation. 
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