SIGNIHCANT FORECASTING ASSUMPTIONS
The following assumptions have been made in preparing this 10-year Plan:
Asset Replacement

Useful lives have been ascribed to significant assets and provide information to support
replacement plans. The useful lives are used in the calculation of depreciation and are stated
in the Accounting Policies under the Depreciation section.

Provision is made in the 10-year Plan for the future replacement of significant assets using a
variety of funding sources. Detailed information around these funding sources is provided in the
Revenue and Fnancing Policy under the Policy section.

Growth

Council will continue to provide services and perform functions to approximetely the same
standards as at present.

The growth of rateable properties in the District will increase at 1.9% per annum, and this is
expected to result in a rate revenue increase of 1.5%

The Waipa District population has grown from 36,690 in 1991 to 40,293 in 2001, an increase of
9.8% All Statistics NZ growth scenarios indicate continued growth to both 2016 and 2021.

The Waipa District high, medium and low growth scenarios projected by Statistics NZ for the
twenty-year period 2006 to 2026 are shown in the table below.

Projected total ~ Projected total Projected Projected
population 2006  population 2016 Population 2021 Population 2026
High growth 43,200 48,400 50,900 53,200
Medium growth 42,300 45,400 46,700 47,900
Low growth 41,400 42,400 42,600 42,700

A Waipa District Council study of building consents shows that gronth has been significantly
higher than projected. For the purposes of planning, the high growth scenario has been used.

The growth predictions play an important part in the calculation of development contributions. Growth
will be monitored on an annual basis and, where actual growth is significantly different from predicted
gronth, the Development Contributions Policy will be reviewed and, where appropriate, revised. In
accepting the growth figures above, it is recognised that this is a conservative view of gronth and any
variance is likely to provide additional revenue.

The timing of the projects that are funded through the Development Contributions policy will be reviewed
based on the actual gronth and level of contributions received. If growth is higher than forecast, the
impact would be to bring forward relevant projects, and in addition new projects may be introduced due
to the high growth requirement.  If gronth is lower than forecast, the impact would be that capital
projects relating to gronth could be deferred until later years as gronth demands.



Revaluation
INFRASTRUCTURAL ASSETS

Infrastructural assets will be revalued on a three yearly cycle in the years 2007/08, 2010/11 and
2013/14. The value of infrastructural assets has been increased in each of these years based on
national inflation trends using financial indicators published by BERL!.

COUNCIL OWNED PROPERTY

Land and buildings owned by Council will be revalued on a three yearly cycle in the years 2008/09,
2011/12 and 2015/16. An increase of 10% has been added to property values in each of these three
years, being an estimate of the increase in value.

INVESTMENT PROPERTY

Investment property will be revalued annually.  An increase of 3% has been added to property values
every year, being an estimate of the increase in value.

Costs and Revenue

Bxpenditure for the 2006/07 year is based on estimated costs. For all future years of the
10-year Plan costs have been increased in each year to reflect inflation trends. Where paossible
inflation factors have been calculated based on individual trends faced by Council. Otherwise
reference has been made to national inflation trends using financial indicators published by
BERL. Inflation rates have been calculated for each year with the general trend reducing from
around 4% in 2006/07 to around 2%in 2015/16. The folloning summarises the range of factors
used to increase costs:

Staffing costs 3% per year
Roading costs 2.6%—1.3%
Water, wastewater and stormwater 4.2%—2.3%
Other operating costs 3.1%—-1.6%
Capital projects 4.2%—1.3%

The range of inflation rates used to calculate operating costs has also been applied to revenue,
including revenue from the Land Transport New Zealand subsidy. The subsidy has been
calculated at present levels and on the basis that eligibility criteria will remain unchanged.

Return on Investments

All available cash balances will be invested and are expected to generate a retumn of 6% The
minimum cashflow level will be $5m.

An interest allocation is made to reserve accounts based on the balance held in the reserve
using the 6% investment rate.

! Business and Economic Research Ltd.



Public Debt

An interal borroning programme s in place to enable Council to use its own cash resources
before borrowing externally. External debt is raised to support cashflow requirements.

The first year that new loans will be raised is 2006/07 and in that first year interest on debt is
calculated at 6.5% being the existing average interest rate. Interest on new loans for future
years is calculated at 8%

All the financial information contained in the 10-year Plan has been prepared and based on updated
detailed function level data of Council operations. All the financial data has been calculated and
produced using a financial planning model which allows projected costs, revenues, assets and liabilities
to be combined under accounting rules to forecast balance sheets, cash flows, debt levels, investments
and rate requirements.

Effectively only one scenario has been modelled. The preferred option relating to each activity has been
included in order to arrive at the proposed solution. The overall objective of the financial analysis is to
ensure that what the community wants is financially achievable and economically affordable for its

ratepayers.

Te Anamutu Wastewater Treatment Plant



OVERVIEW

The 10-year Plan contains a preface and five sections. An overview of each of the sections is provided
here.

Preface

This part sets out the mission and goals of Council, which establish the focus for Council over the next
ten years. Together with the community outcomes, these goals provide a context for Council’'s activities
and services, and overall decision-making processes.

Section 1 —Introduction

This foreword by the Mayor and Chief Executive establishes the context for the 10-year Plan and
identifies key projects. A key part of this section is the overview of the issues and key activities that
were proposed for 2006-16. These are the matters that Council believed would be of particular public
interest and an expected focus for submissions to the Plan. In particular, Council consulted on the
proposed introduction of a Development Contributions Policy and the planned introduction of a weekly
kerbside recycling service to the residential areas of Cambridge, Te Awamutu, Kihikihi, Pirongia,
Ohaupo and Ngahinapouri.

This section also sets out the statutory requirements for and purpose of a long-term Council community
plan (10-year Plan). An overview of the social, environmental and economic status of the District is
provided, as is a summary of key achievements/undertakings since the 2004-14 LTCCP was adopted by
Council. This section outlines some of the issues to which Council must have regard when preparing its
10-year Plan, as well as summarising the key results from the 2005 Community Satisfaction Survey.

Section 2 —Community Qutcomes

Community outcomes represent the long-term aspirations of the community, and provide a focus for
Council in determining what activities, services and projects will be undertaken over the next ten years.
Waipa's community outcomes were confirmed in 2004 and the Waikato Region's outcomes were
finalised in 2005. Both sets of outcomes are presented and their linkage with Council activities (Section
3) is highlighted.

Council is required to take a lead role in reporting progress on the achievement of community outcomes.
This section sets out Council’s intended process and timeframes for fulfilling this statutory obligation.

Section 3— Significant Activities
This section sets out the seven significant activities:

Governance

Environmental Services

Amenity Services

Transport Management

Stormwater

Water Treatment and Supply
Wastewater Treatment and Disposal



For each of these Significant Activities, the following information is provided:

The activities that make up each Significant Activity.

The key projects expected to be undertaken over the 10-year period.

The community outcomes (local and regional) to which each activity contributes.

The levels of service to be provided, the progress Council intends to make and the measures
that Council will use to assess performance and progress.

The operating and capital cost, funding forecasts and cost of services for each activity.

Section 4 —Fnancial Sections
This section is divided into three parts:

Hnancial Statements (Section 4A)
Policies and Plans required by the Local Government Act (Section 4B)
Council Controlled Organisations (Section 4C)

In addition to the financial statements, Section 4A includes the Capital Expenditure Programme,
schedule of Grants to Community Organisations, projects contenmplated but not funded, the Funding
Impact Statement and the impacts of the proposed activities and programmes on the 2006/07 rate levels
for a range of indicator properties. This section also includes the key assumptions on which the 10-year
Plan is based.

The policies required by the Local Government Act 2002 are included and can only be confirmed as part
of the 10-year Plan. Most of the policies remain largely unchanged from 2004, although the Revenue
and FHnancing Policy has been substantially updated. 1n addition, Council decided to seek development
contributions pursuant to the provisions of the Local Government Act rather than the District Plan. The
Policy on Develoment Contributions has been included in this section.

Council is required to include summaries of its Waste Management Plan and the Assessments of Water
and Sanitary Services. These have been included, and are based on documents adopted by Council in
June 2005.

Council has direct involvement (shares) in three Council Controlled Organisations — Waikato Regional
Airport Limited, Waikato Region Local Authority Shared Services Limited and the New Zealand Local
Government Insurance Corporation.  The nature of each organisation, its activities and the key
performance targets are outlined.

Section 5—Organisational Snapshot
This section includes the elected members and governance structures within the District. It also

provides an overview of the management structure within Council. Also included is a statement on how
Council supports and promotes M ori involvement in decision-making.



DISTRICT OVERVIEW—-WHAT MAKES WAIPA SPECIAL?

Our Community

Whaipa District is predominantly rural, lying at the heart of the Waikato. Situated between Hamilton City
to the north and Otorohanga District to the south, Waipa encompasses an area of 147,372 hectares.
Other neighbours include Waikato, Matamata-Piako and South Waikato Districts.

The 2001 Census gave Waipa District a population of 40,293, an increase from 37,032 in 1991. Since
the 2001 Census Tenple View has become part of Hamilton City, making the official census-based
population of the District 38380. It is estimated that 75% of residents live within five kilometres of either
Cambridge or Te Awamutu urban centres, and 99.8% live within 25 kilometres of these centres.

The following data regarding Waipa District is based on the 2001 Census as information from the 2006
Census will not be available until later in the year:

In 2001:

Te Awamutu (and Kihikihi) had a population of 11,382

Cambridge had a population of 11,769

Waipa District accounted for 1.1% of the population of New Zealand

Waipa had an older population compared with the rest of New Zealand (for exarmple the median
age for people in Waipa is 37.5, compared with 34.8 for all New Zealand)

Waipa was mainly made up of European and M ori ethnic groups (82.7% of people in Waipa
belong to the European ethnic group, compared with 80.1% for the whole of New Zealand, and
15.1% of people in Waipa belong to the M ori ethnic group, compared with 14.7% for the whole
of New Zealand).

Our Environment

The abundance of environmental features within Waipa District sets it apart from other districts. These
key features include:

A high concentration of very fertile soils, plentiful water and a temperate climate. This makes
Waipa well suited to agriculture and horticulture.

A number of significant natural features, such as unique peat lakes, indigenous forests,
significant wildlife habitats and recreational hydro-lakes. The latter includes Lake Karapiro, an
internationally recognised aquatic sports venue.

Historically and culturally significant mountains of Kakepuku, Pirongia and Maungatautari.

The Waikato and Waipa Rivers.

The Maungatautari Ecological Island Project, described as Australasia’s largest inland
ecological island. The project has as its vision the eradication of mammalian pests from the
indigenous forest of Maungatautari and the restoration of the mountain’s native ecology.



Qur Economy

The econony of the District is largely based on agriculture, and, in particular, the grazing of high
quality pasture.

Dairying is a major activity with significant numbers of beef cattle, sheep and deer.
There are two mgjor dairy factories in the District, one in Te Awamutu and one in Hautapu
(north of Cambridge).

Cambridge is recognised as the centre of New Zealand's bloodstock industry, this creates
demand for specialist skills and produce needed to support this industry.
Ancther contributor to the District's economy is the internationally renowned New Zealand
National Agricultural Feldays based at the Mystery Creek site.

Hamilton International Airport is located within Waipa District, close to the boundary with
Hamilton Gity. With its choice of domestic and international destinations, the Airport contributes
not only to the economy of Waipa District, but also to that of the Waikato Region.
Ancther contributor to the Waipa econommy is the visitor industry, which continues to grow. The
importance of this industry is recognised within Council’s District Promotion Strategy.

Building statistics for the 2005 year showed that permits were issued for 375 new dwellings with
a value of $91 million, which equates to more than one new dwelling being constructed in the
District for every day of the year.
The total value of all consents issued in 2005 was $160 million, which has surpassed last year's
total by $34 million. This equates to more than $3 million a week being spent on building work in
Waipa District.

Waipa District



KEY ACHEVEMENTS 2004-06

All of the activities, services and projects undertaken (or supported) by Council are intended to support
or improve the social, cultural, economic and environmental well-being of the Waipa community.
However, during the past year a number of key initiatives were commenced and/or completed, with each
making a significant pasitive contribution to community well-being. These initiatives are listed below:

Kihikihi Sewerage

A wastewater scheme for Kihikihi, which is due for completion in 2006, is required to eliminate the
significant public health risk associated with poorly performing septic tanks in the township. The extent
of the public health risk has seen the Government confirm a 50% subsidy towards the $12 million cost of
the project. This project ends a 30-year search for an affordable and effective solution for Kihikihi, and
will enable future development of the town.

Cambridge CBD Upgrade

The conpletion of the $4 million Cambridge CBD upgrade has provided a high quality, aesthetically
pleasing and safe environment in central Cambridge. The upgrade has proven a great success and has
been a catalyst in the ongoing confidence, pride and growth of the town.

Hamilton Airport Development

Work has commenced on the $15 million upgrade of the Hamillton International Airport terminal facilities,
which will provide greater capacity for handling additional passengers and aircraft. This work is
expected to be completed in 2007. The Airport Company is also progressing the development of an
industrial area on the western side of the airport. This facility, to be known as Titanium Park, will provide
the high standard of infrastructure and services needed to attract and support the growth of aviation and
associated businesses. Great success stories over the past year include the expansion of Alpha
Aviation's operation and the establishment of the Crew Training Centre (CTC) pilot training operation,
bath of which are making significant contributions to the Region’s economic well-being.

Stormwater System Upgrades

Since 2004, Council's stormwater focus has been on addressing chronic drainage problems in
Cambridge and Te Awamutu urban areas. In particular, new and upgraded reticulation has been
completed that will afford a greater level of protection to a number of residential properties that were
prone to flooding during periods of heavy rainfall. Further work in Cambridge and Te Awamutu is
programmed for the next 2-3 years.

Cambridge New Footpaths

In 2002, following strong support from the Cambridge community, Council embarked on a $1 million
5-year footpath development programme in Cambridge. The goal of the programme was to ensure that
every residential street in Cambridge has a footpath on at least one side of the road. The programme is
currently in its fourth year, and a total of 6.5km of new footpath has been constructed to date.



Water Supply and Wastewater System Upgrades

Water and wastewater services are essential elements in the preservation of public health and the
development of any community. Council’s infrastructure is extensive and requires ongoing development
and maintenance in order to provide the quality of service expected by residents, while meeting
environmental and public health standards.

Seal Extension

In 2002 Council committed to a 5-year $5 million programme to seal unsealed roads across the District.
The purpose of the programme was to progressively seal roads where increased traffic volume and
development warranted that level of service. The programme to seal 31km of roads, is currently in its
fourth year and around 21.5km have been sealed to date.

Waipa Peat Lakes Accord

In 2002, the Waipa District Council, Department of Conservation, Ng  Iwi Toopu o Waipa, Environment
Waikato, and Fish and Game signed the Waipa Peat Lakes Accord. The purpose of the agreement is to
align the activities of management agencies when working with landowners, tangata whenua and
interested parties towards the restoration and enhancement of lakes and wetlands in the Waipa District.
Waipa District Council is committed to the Accord, and the recent partnership with Environment Waikato
to provide funding for peat lake development is an exarmple of that commitment.

Kihikihi Domain

Kihikihi Domain is now a superb multi-sport facility with national and international reputation as an
equestrian centre. Council, with considerable support and commitment from the members of the
Domain committee and Kihikihi Eventing, has created this outstanding asset. The great work of these
community organisations was recently recognised in the Trustpower Waipa Community Awards where
they were awarded overall winner.

Maungatautari Ecological Island Project

The Maungatautari Ecological Island project is the vision of the Maungatautari Ecological Island Trust,
and Council is a key supporter and advocate. Council remains responsible for the management of the
Maungatautari Scenic Reserve and continues to work closely with the Trust to bring this project to
fruition as soon as possible. The Trust has completed the construction of two smaller enclosures, which
have allowed for release of kiwi on the Maunga. It is hoped that the Government's promised funding will
be forthcoming so as to enable completion of the perimeter fence by June 2006. This will then allow the
poisoning of pests to be carried out and the subsequent reintroduction of a wide-range of native fauna.

Awards

Keep Te Anamutu Beawtiful (KTAB) was recently recognised by winning the Keep New Zealand
Beautiful anard for the best town in the 6,000 — 14,000 population category.

Council's long term involvement in the heritage area was acknowledged at the New Zealand
Historic Places Trust 500 Anniversary celebration in 2005 when Waipa was recognised with an



award to the local authority that has given outstanding performance in the preservation of
historic and cultural heritage.

Other initiatives include:

Waste Management Plan — this initiative sets Waipa District on a ‘Zero Waste' course, with a
commitment to introduce community recycling services in 2006.

Assessment of Water and Sanitary Services — the assessment process sought to identify any
significant public health issues associated with the lack of appropriate and safe water and
wastewater services. The assessment also identified future requirements necessary to meet
demand.

District Promotion Fund/Community Grants — $620,000 was allocated to groups and
organisations in recognition of important work and activities aimed at improving well-being for
residents.

Community Facilities Feasibility Study — an assessment of the District's long-term community
development needs and expectations has been conpleted. A prioritised list of projects has
been identified and will be progressed in accordance with long term plans.

Cambridge North Development — the ongoing expansion of infrastructure to support residential
development in Cambridge.

Reserve Development — the adoption and implementation of a three year programme to
develop parks and reserves across the District.

Bylaws review — the Dog Control Bylaw and Traffic-related Bylaws were reviewed during the
year. These updated bylaws promote enhanced standards for safety, health and well-being.
Urban Growth Strategy — the implementation of infrastructure planning and District Plan
changes to re-zone land identified within the Council’'s Urban Growth Strategy.

Waka Ama — Lake Karapiro



KEY ISSUES —NATIONAL, REGIONAL AND LOCAL

There are a nunmber of key local issues that impact on communities in the Waipa District and in some
cases act as ‘drivers’ or a guide for Council decision-making. The folloning section outlines some of
these key issues and also presents the key findings of Council's community satisfaction (NRB) surnvey
for 2005.

At the national level there is an ongoing requirement for Council to comply with legislative changes and
new strategies. Recent exanmples include new obligations introduced through changes to the Building
Act and the new NZ Drinking Water Standards. These additional requirements are imposed on Council
and place demand on Council resources and finances, as no additional funding is provided by
Government. Council often has only limited ability to cover these additional costs by way of specific fees
and charges, so invariably has to fund them by way of rates.

Not only is Council required to respond to requirements of central government, there are also strategies
or policies implemented at regional level that are integral to providing a context for Council decision-
making. Those most applicable have been outlined elsewhere in this 10-year Plan (e.g. the Regional
Land Transport Strategy, the Choosing Futures community outcomes process, and Local Authority
Shared Service arrangements).

One of the most significant regional issues is land transport. The completion of the state highway one
expressway, including the Cambridge bypass is of particular interest to Council and the community. The
Southern Hamilton Arterial Network Study (SHANS) area encompasses the northern part of Waipa
District, and is also of interest to Council because of the possible impacts of future road development.

At the local level the key issues that face Waipa District are mainly associated with the steady
population growth currently being experienced. Although having a positive spin-off on the District,
especially economically, population growth places pressure on existing infrastructure and the natural
environment, and increases demands for building and associated new infrastructure. The major
environmental issues associated with such growth concern the protection of €elite soils and countering
the effects of land subdivision.

The costs of growth-related infrastructure have traditionally been met by existing ratepayers. This
arrangement is inequitable, as it is the developers and new residents/ratepayers who benefit. In recent
years Council has moved to address this situation by introducing development contributions. Council‘s
new development contributions policy means that in most cases developers will fund the full cost of

development.

The protection of outstanding landscapes, lakes, waterways and indigenous forest are also important
issues for Waipa. It is for this reason that Council remains committed in its opposition to the routing of
the proposed Transpower 400KV electricity line through the Lake Karapiro special landscape character
area.

Waipa District Council is also committed to meeting the stringent environmental requirements
associated with water, sewerage and stormwater resource consents.

Council, like all business operations, is subject to the effect of inflation on the activities and services
undertaken. In recent years inflation has been about 3%, which means, in general terms, that a 3%



increase in rates each year has been necessary just to maintain levels of service. Council has
attempted to minimise this inflationary pressure by increasing the efficiency of its activities.

There are areas of Council operation, particularly infrastructural services (water, wastewater and roads),
where increases in the cost of materials and contract services are significantly greater than the average
rate of inflation. Inflation is currently running above 3% per annum, and the cost of materials and
services continues to rise, placing further pressure on Council's ability to contain rates without
compromising the standards of service. Despite these pressures, Council’s priority is to maintain levels
of service, while assuring the integrity of the infrastructure supporting those services.

The major component of Council's past and future work programmes and funding requirements has
been centred on maintaining levels of service. Infrastructure projects that support this focus are planned
and undertaken having regard to the condition of assets and service expectations. However, community
expectations, increased standards, legislative requirements and growth drive investment in new
infrastructure. These projects are considered in the context of keeping rates at affordable levels, while
alloning for the ongoing development of the District. Council will continue to plan and manage projects
and work programmes to ‘smooth’ rating implications without compromising levels of service.



