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INTRODUCTION

Legal framework

1.

In executing its functions under the Local Government Act 2002 (LGA) as it relates to the preparation of
a policy on development contributions, the Council must demonstrate that it has undertaken an analysis
of the reasonably practicable options for the Development Contributions Policy (DCP), in accordance
with sections 77 and 82A(2) of the LGA.

When making any decision in relation to the DCP, Council must also have regard to the purpose of
development contributions and the development contributions principles, as set out in sections 197AA
and 197AB of the LGA, and section 101(3).

The document has been prepared in light of the current legislative setting provided by the LGA, the
Resource Management Act (RMA) and any other relevant legislation. At the time of writing, there is some
uncertainty about future RMA reforms, including how the NPS-UD will be applied.

Context

4.

The first section of this paper explains the DC methodology. The second section of this paper explains
the various policy options in relation to the DCP, and the rationale for Council choosing the options it
has chosen. Each policy matter has been assessed in accordance with the LGA.

This paper supports Council’s DCP and sits alongside Council’s development contribution model (“the DC
model”) and the related business cases?.

This paper reflects recent changes to the LGA to broaden the definition of community infrastructure and
takes into account the National Policy Statement - Urban Development 2020 requirements, particularly
around carparking provisions.

The review of the 2025-2034 Long Term Plan (LTP) has meant the fees schedule to the DCP has been
updated since the Enhanced Annual Plan 2024-2025-. The DCP includes in Appendix 3 a schedule of
assets for which DCs will be used, summarised by catchment.

Table 1 below sets out how compliance with Schedule 13 of the LGA is achieved.

Table 1: Schedule 13 methodology for calculating development contributions

Schedule 13 requirements Comment

1 Methodology for relating cost of community facilities to units of demand

To calculate the maximum development contribution in respect of a community facility or an activity or group of activities for which
a separate development contribution is to be required, a territorial authority must first—

(a) identify the total cost of the capital expenditure that the local authority | Refer to the DC model (available from Council on
expects to incur in respect of the community facility, or activity or group of | request), and the DCP (in particular the Schedule

! The model and the business cases provide information in accordance with section 106(3) of the LGA.
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Schedule 13 requirements Comment

activities, to meet increased demand resulting from growth within the district,
or part of the district, as the case may be; and

of Assets for which Development Contributions
will be used).

(b) identify the share of that expenditure attributable to each unit of demand,
using the units of demand for the community facility or for separate activities
or groups of activities, as the case may be, by which the impact of growth has
been assessed.

Refer to sections in this paper on:

= Population and HEU growth assumptions
= Residential assumptions

= Population assumptions

= HEU assumptions.

Also refer to the DC model (available from Council
on request), and the DCP.

(2) A territorial authority may identify capital expenditure for the purposes of
calculating development contributions in respect of assets or groups of assets
that will be built after the period covered by the Long-term Plan and that are
identified in the development contributions policy.

Refer to the DC model (available from Council on
request), and the DCP (in particular the Schedule
of Assets for which Development Contributions
will be used).

(3) The total cost of capital identified in subclause (1) may in part relate to
assets intended to be delivered beyond the period covered by a territorial
authority’s Long-term Plan if—

(a) the assets concerned are identified in the development contributions
policy; and

(b) the total cost of capital expenditure does not exceed that which relates to
the period over which development has been assessed for the purpose of
setting development contributions.

Refer to the DCP - Schedule of Assets for which
Development Contributions will be used.

Refer to the DC model.

2 Attribution of units of demand to developments

For the purpose of determining in accordance with section 203(2) the
maximum development contribution that may be required for a particular
development or type of development, a territorial authority must
demonstrate in its methodology that it has attributed units of demand to
particular developments or types of development on a consistent and
equitable basis.

Refer to paragraphs 116-152 (Policy options) of
this paper.

Key stakeholders and partners in the DCP

9. The key stakeholders considered to have an interest in the DCP are those persons undertaking
development and ratepayers, and mana whenua as Council partners. A discussion on these key
stakeholders/partners follows.

10. For those undertaking development (i.e., developers and mana whenua) price is a primary consideration.
The price of land, the price of materials and labour, the price of contributions, and the final sale price all
influence the overall cost of development. All these factors contribute to the overall affordability of the
finished development.

11. The Council is aware of the cost burden its infrastructure funding decisions have on development, and
the challenges those undertaking development face in getting their developments completed and/or
their products into the market. The key issues for those undertaking development are affordability and
the availability of core infrastructure provided in a timely manner — not too early and not late.

Methodology for the Development Contribution Policy 2025
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12.

13.

14.

15.

16.

17.

18.

In terms of ratepayers, Council generally provides public infrastructure for growth ahead of growth
occurring and once built, this infrastructure will generally require annual operating costs that need to be
funded as well.

While operating costs are funded through rates and user charges, Council must remain aware of the
potential operating cost burden from additional growth infrastructure in a market where limited
development may occur. The cost of this operating expenditure will still need to be met whether new
ratepayers arrive or not. If new development does not materialise, this cost (including the cost of capital)
will fall to the existing ratepayers.

Growth projections and capital spending for growth must be closely aligned and monitored to ensure
infrastructure is provided only where and when it is required — the Waipa District Plan provides the
blueprint that will enable developers and Council to work in partnership to reduce the risk of Council
providing infrastructure that is not utilised and developments occurring in locations where infrastructure
is insufficient to cope with the increased demand.

The District Plan manages growth sequencing and staging through objectives, policies, and rules. The
sequencing and staging of growth in the District Plan is closely linked to the Waipa District Growth
Strategy 2050, and the Future Proof Growth Strategy?. In addition, Council’s capital infrastructure spend
in its LTP has been programmed having regard to Council’s growth sequencing and staging aspirations
and affordability.

The Council is aware of the potential implications of under-recovery of growth spending on the ratepayer
body as a whole and will be monitoring both the delivery of growth infrastructure and the rate of
development to manage this risk.

Council considers that the key issues for the ratepayer body as a whole, is for growth to generally pay
for the costs of growth, and for the rating effect of growth infrastructure to be managed by the Council.

The Council anticipates that some contributions will be paid by new residents and businesses coming to
Waipa and locating in new premises. On a broad-scale and overtime, the District Plan uses forecast
growth across Waipa to show where, when and what types of development are required to achieve the
wider outcomes of the District Plan. However, the District Plan does not, through its provisions relating
to Financial Contributions, include provisions as to how the growth it plans for, is paid for. Instead, DC
modelling uses the growth anticipated to determine how it will influence the extent and scale of the
Council’s capital expenditure projects, which itself will ultimately derive the contribution price that
newcomers will be required to pay.

2 Refer to Appendix 1 of the Development Contribution Policy detailing supporting documents of the Policy.
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Methodology for the Development Contribution Policy 2025
Page 6 of 34

Waipa 10545361

DISTRICT COUNCIL



METHODOLOGY

Decision to require development contributions and/or financial contributions

19. Since Council adopted its first DCP in 2006, the Council has decided to principally fund the growth-related
costs of development via development contributions (DCs) under the LGA. The principle underlying
development contributions is that developers should meet Council’s growth-related capital expenditure

costs in the interests of achieving financial equity between existing ratepayers and new developers3.

20. In 2006 the Council decided to principally fund these costs via DCs due to the complexity of levying
financial contributions (FCs) under the Resource Management Act 1991 (RMA), and the high costs

associated with a decision on FCs if these were appealed to the Environment Court.

21. However, the Council’s District Plan (DP) provides the opportunity for FCs to be required (refer to section

18 of the DP). As it stands, these are required in the following circumstances:

Ll Where development contributions cannot be required — typically because the -capital

expenditure to support the new development is not provided for in the LTP under the LGA.

Ll To provide a mechanism to mitigate adverse effects of development and subdivision on the

environment.

22. An analysis of the various reasonably practicable options for funding Council’s capital expenditure costs

attributable to growth are discussed in Table 2 below.

Options

Table 2: Options for funding Council’s growth related capex

Assessment

Do not fund via

Benefits

No Council implementation costs.

Higher rates burden on the

Summary of impact on activities

Putting the burden on ratepayers

Certainty for customers.

Potential number of appeals to
Environment Court minimised.

Greater consistency with
neighbouring councils.

of the levy, this may impact
on business investment in
Waipa.

Not able to be applied to
development where capital
expenditure is outside the
scope of LTP.

DCP/FC, fund community. would most likely constrain council
via rates expenditure on other activities and
No cost to developers. . . .
lead to either reduced expenditure in
Does not send the true . .
. growth and other infrastructure in
. . . . economic signals to land L
This option which effectively the future (resulting in decreased
. developers. .
subsidies development, may be service levels).
attractive to developers.
Fund via DCP Only one regime to administer. Depending on the quantum | The principal user / exacerbator pays.

There is fair and equitable
distribution of benefits and growth
related costs of the activities
between the community and
developers.

This option will ensure that Council is
better able to meet present and
future needs in relation to its

3i.e. ‘growth pays for growth’.
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Options

Benefits

Would allow Council to recover the
growth-related capital expenditure
from developers. Charging
development contributions to
developers makes the cost of
growth transparent and sends clear
signals to developers and the
growth community about the true
cost of growth to the council. These
costs will be reflected over time in
the value of land. This provides
clear signals on the cost of
development in different areas.

Assessment

Specific environmental
effects not able to be
addressed (e.g. Heavy
Vehicle Impact Fee (HVIF).

Summary of impact on activities

statutory responsibilities in terms of
required capital infrastructure works.
This is because equitable fees assist
the affordability of projects.

Both DCP and
FCs

Both DCs and FCs can be applied
where relevant.

FCs can be used where
development relates to capital
expenditure that is not provided for
in the LTP.

Potential confusion of
running both systems.

This option will ensure that Council is
better able to meet present and
future needs in relation to its
statutory responsibilities in terms of
required capital infrastructure works.

Equitable fees assist the affordability
of projects.

Government Funding burden for activities does Not all activities have a Any appropriate government
subsidy not fall on Council or specifically on | subsidy available. The subsidies available should be utilised
ratepayers. subsidies that are available, | and planned for within the LTP and
do not necessarily cover the | Annual Plan processes where
full cost of the appropriate.
infrastructure and would
Z’fl'?:rtﬁjsgirizrzslc?;:s?lmh May come with caveats around the
implementation of funds to
outcomes that are not aligned with
Changing priorities of the Structure plan.
Governments will impact
upon the subsidies available
and there may be
contestable funds which
may not be guaranteed.
Infrastructure Removes debt off the Council’s Higher lending and interest | The principal user / exacerbator pays
Funding  and | balance sheets by either: costs than standard Local based on refined beneficiary analysis.
Financing - creating targeted growth cell Government Funding
specific rates to developers and Agency approach and a There is fair and equitable
land holders that will benefit from higher loan return period. distribution of benefits of the
the infrastructure investment; or activities between the community
- targeting other projects, that in If targeted against specific that received the infrastructure.
turn will reduce debt off the growth cells and then
Council’s overall balance sheets to | housing uptake does not May be cost prohibitive for potential
enable growth expenditure through | occur, this may create an buyers/rate payers given higher
other options. unappealing market given
Methodology for the Development Contribution Policy 2025
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Options Assessment

Benefits Summary of impact on activities
the high costs over a small lending or lower targeted
These, if applied to growth cells, beneficiary pool. beneficiaries.

may incentivise land owners to
develop earlier due to higher
holding costs.

23.

24,

25.

It is considered that none of these options directly involve a significant decision (as defined in section 77
of the LGA) in relation to land or a body of water, in terms of the relationship of Maori and their culture
and traditions with their ancestral land, water, sites, waahi tapu, valued flora and fauna, and other
taonga.

Having regard to the assessment above, it is considered that the option of Council having both a DCP
and FCs pursuant to the RMA is the most appropriate option. This recognises that the use of FCs and
development contributions needs to be balanced, in recognition that neither instrument on its own
provides a fair and equitable outcome to the community®. Development contributions alone cannot
equitably address all the effects of development. DCs can only be utilised in relation to growth related
capital expenditure where the costs are recognised in the LTP. There may be circumstances where FCs
are required to enable developers to mitigate adverse environment effect from their development with
expenditure that is not contained in the LTP. It is noted that a DC or FC cannot be charged for the same
effect.

FCs can be used to address some of the uncertainty involved within existing brownfield areas. Over time,
possible changes to the District Plan, may result in greater intensification of land uses in urban areas.
But the impacts that such intensification could have on infrastructure and the wider environment, are
typically more difficult to quantify than the impacts of greenfield development. This is because it is not
always easy to predict how much redevelopment will take place and on what time scale. Some
landowners will want to realise the development potential of their land, others will not. Therefore, FC’s
can be used to mitigate the impacts of this Unplanned’ growth on the environment and on infrastructure.

Population and HEU growth assumptions

26.

27.

For Council to consider the level of development contributions required, an assessment of population
projections to at least the 10 years of the LTP is required.

Accordingly, a report on population and dwelling projections was produced by the University of Waikato,
Te Ngira — Institute for Population Research (formerly NIDEA) as background to this policy. The report
“New and updated scenarios for 2018-base Population, Family and Household, and Labour Force
Projections for the Waikato Region, 2018-2068", was commissioned by the Future Proof Sub Regional
Growth Strategy Technical Advisor on behalf of the Future Proof Partner Councils. The report covers

4 particularly in the case of equity between what the community should pay for, and what developers should pay for.

" 1]
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‘Usually Resident Population Projections’ by 5-year age group and sex, household and dwelling
projections and labour Force projections. Census Area Unit forecasts were subsequently produced. The
population projections are based on the cohort component method of projection and provide high,
medium, and low variants. The high variant for both population and household projections was chosen
for development of this policy.

28. Forthe LTP 2025, the projections provided by the University of Waikato were modified slightly to account
for the current economic climate. This does not alter the total growth expected, just its timing over the
next 10 years. Council considers this a prudent and realistic basis for decision-making related to growth.
Table 3 below shows the population and residential HEU growth predictions underpinning this policy.

Table 3: Population and residential Household Equivalent Unit (HEU) growth predictions

Population HEUs
Increase Total Increase Avera.ge
household size
58,294 11,894 25.63% 21,509 3,514 19.52% 2.71
65,353 7,059 12.10% 24,702 3,193 14.89% 2.64
86,912 21,559 32.90% 33,480 8,778 35.53% 2.59

Table 3 Notes

1. The table uses the University of Waikato 2021 population projections for the Waikato Region, high growth scenario as
agreed by all the Future Proof Council’s to use as the basis for all future planning until such time the 2023 Census data can
be used for new projections

2. Theincrease in 2021 is an increase from 2013 population figures as provided by the Census by Stats NZ.

Average household size varies over time.

4.  The University of Waikato projections did not include a 2061 figure, the annual increase figure is based on the projections
total provided for the years 2058 and 2068.

w

29. A catchment approach is noted in the Policy where relevant to assets. The increase in demand and
growth HEUs have been based on the population and demand growth assumptions used by Council’s
asset managers in developing the asset management plans (AMPs). These assumptions have regard to
either the design capacity of the relevant projects, the population growth for the term of the LTP, or the
capacity of individual growth cells.

30. The forecast population growth in the AMPs is consistent with the data in the University of Waikato, Te
Ngira — Institute for Population Research the growth report. For HEU assessment purposes, a conversion
factor of 2.73 persons per average household (calculation explained below) has been applied.

31. HEUs for cost recovery for LTP funded growth cells (e.g., Cambridge North, Picquet Hill) have been based
on the estimated projected lot yields within those catchments.

Residential growth assumptions

32. Residential growth assumptions are based on the 2018 Census New Zealand data which provides a
household occupancy within Waipa District of 2.73 persons per household. This has been calculated as
follows:

2018 census population / 2018 census number of households
55,000/ 20,163 =2.73

Methodology for the Development Contribution Policy 2025
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33.

34.

While the 2021 LTP and DC Policy used 2.58 persons/household as the average persons per Housing
Equivalent Unit (HEU), the previous figure, used in 2012, was 2.71 persons per HEU. The current
approach is similar to that time period.

Catchment growth capacity for specific growth cells has been derived from Waipa 2050 and Appendix
S1 (Growth cells and timing) of the DP. For non-growth cell catchments, the growth capacity has been
based on the projected labour force population rate for that catchment.

Non-residential growth assumptions

35.

36.

37.

38.

Non-residential growth assumptions are based on the Business Development Capacity Assessment
(2023) prepared by Market Economics for the Future Proof partnership® with input from Council.

The forecast non-residential growth is based on population employment projections and this is
converted into Gross Floor Area (m?). This in turn is converted into household equivalent units using a
range of conversion factors that equate to 500m? of commercial/industrial or retail floor area. This
analysis was used for purposes of forecasting total growth demand for both asset management design
decisions and setting of development contribution fees. In the 2021 DC Policy, the figure was 650m?. The
change to 500m? is made in response to monitoring of resource consents has demonstrated that average
lot sizes are decreasing. This reduction in lot size appears to have been largely market driven and in
response to the District Plan changes to implement Medium Density Residential Standards.

Specific multipliers for each demand category have been applied to the baseline household equivalent
units in order to ensure the demand generations of these industrial funding catchments are specific to
projects which it has generated demand for. The multipliers have been determined using the latest
information in WRTM (Waikato Regional Transport Model) and known water/wastewater and
Stormwater constraints. Table 4provides the baseline multipliers:

Table 4: Baseline multipliers for activities

Activity Multiplier
Roading and transportation 1.9
Water 0.66
Wastewater 0.66
Stormwater 1.5

No multiplier will apply to reserves and community infrastructure as they are not applied to industrial or
commercial activities, with the exception of the Hautapu Growth Cells of C8 and C9. In C8 and C9, a
special assessment process is undertaken (refer to paragraph 44) for further information.

5> Refer to Appendix 1 of the DCP.
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39.

40.

Council’s view is that significant additional greenfield non-residential land areas will be required over
the coming 10 years. There are greenfield non-residential land areas planned for Hautapu west and east,
plus Bond Road. These areas are in addition to the land already zoned but in the case of Hautapu, will
now be fully serviced.

As it has sold most of its existing stock, Waikato Regional Airport Ltd (WRAL) is in the process of planning
for more industrial land around the airport, in the Hamilton Airport Northern Precinct, (enabled by Plan
Change 20). This growth cell will either have a private wastewater system or connect to public
wastewater treatment and a public water supply. The water supply is via a Development Agreement
with WRAL and so water supply and wastewater DCs are not charged. In light of this, an increase in non-
residential HEUs has been assumed in asset management planning and development contribution fee
setting on the basis of an additional 3,212 HEUs over the period 2025-2034.

Requiring development contributions for activities

41, Provision of infrastructure to support growth requires the council to determine how the infrastructure
will be funded. Funding options include development contributions, financial contributions,
Infrastructure Funding and Financing (IFF) levies, targeted rates, general rates, and government
subsidies.

42, In all of Council’s DCP’s (since 2006), Council has determined to fund a portion of the total cost of capital
expenditure necessary to service growth over the long term using development contributions for the
following six activities: Roading and transport, Water, Wastewater, Stormwater, Community
infrastructure and Parks and reserves.

43, When deciding what sources of funding to use to fund these six activities, the Council must consider the
matters set out in Section 101(3) of the LGA. Section 101(3) states the funding needs of the local
authority must be met from those sources that the local authority determines to be appropriate,
following the consideration of:

(a) in relation to each activity to be funded:
e The community outcomes to which the activity primarily contributes; and
e The distribution of benefits between the community as a whole, any identifiable part of the
community, and individuals; and
e The period in or over which those benefits are expected to occur; and
e The extent to which those actions or inaction of particular individuals or a group contribute to
the need to undertake the activity; and
e The costs and benefits, including consequences for transparency and accountability of funding
the activity distinctly from other activities; and
(b) The overall impact of any allocation of liability for revenue needs on the community.
44, Each of the matters required by s .101(3) will now be addressed in turn.
Methodology for the Development Contribution Policy 2025
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The community outcomes to which the activity primarily contributes

45, Council is required to provide infrastructure for growth to support the community outcomes as outlined
in the Vision and Community Outcomes of the 2021-31 Long Term Plan®. These outcomes underpin the
Vision of Waipa Home of Champions — Building Connected Communities. The Community Outcomes are
as follows:

a. Socially resilient - He aha te mea nui o te ao? Maku e ki atu he tangata, he tangata, he tangata!
i. Waipa is a great place to live, work, play and invest
ii. We invest in hauora and support the great work community groups do
iii. Waipa provides a high quality of life for current and future generations
b. Cultural champions — Promoting our culture and our heritage
i. We champion the unique history of Waipa
ii. We have a high level of cultural awareness
iii. We partner with tangata whenua
iv. We respect the cultural diversity in our district
c. Environmental champions — Protecting and sustaining our environment
i. Environmental awareness and responsibility is promoted within the community
ii. We support programmes that promote environmental sustainability
iii. We are responsive to climate change
d. Economically progressive — Supporting a thriving, sustainable economy
i. We have financially sustainable decision making and work programmes
ii. We provide new infrastructure as an economic stimulus for our district
iii. Our services provide excellent value for money

iv. We actively promote our district to enable development, employment and business
opportunities

v. Waipa is a great place to invest and do business

6 https://www.waipadc.govt.nz/repository/libraries/id:26zgz407s1cxbyk7hfo7/hierarchy/our-
council/documentsandpublications/10-year-plan/documents/2021-31%20Long%20Term%20Plan%20Final.pdf
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46.

47.

48.

Funding the activities necessary to support growth from rates (general or targeted) does not promote
or achieve the outcome ‘economically progressive’, as not recovering the growth-related cost of capital
expenditure from developers places a significant burden on ratepayers to fund development.

The unaffordability of rates is not considered sustainable for the community in the long term and would
not achieve socially resilient outcomes. Being ‘open for business’ may achieve some elements of being
economically progressive and providing for employment in that Waipa is seen as a great place to do
business. The community outcomes overall, are unlikely to be achieved as if ratepayers are required to
pay for growth related infrastructure, as the unaffordability of rates will decrease the affordability of
housing and may lead to a lower level of service in relation to services and recreational facilities. A failure
to provide this infrastructure will lead to worse outcomes (in relation to environmental, economic, and
resilience), particularly for those residents who would be served by it.

Funding activities through the DCP, or through Government subsidies means there is a fair and equitable
distribution of benefits between the community and developers.

The distribution of benefits between the community as a whole, any identifiable part of the community,
and individuals

49.

50.

51.

Investment in infrastructure to support growth provides benefits from the provision of services and
amenities to existing landowners, existing households and businesses and new households and
businesses. However, the benefits are not equal across all parts of the community, and some may not
benefit at all. The Council has developed catchments to not only identify the infrastructure required, but
to identify how it will be funded and who benefits from it. The Council’s decisions as to appropriate
catchments (district wide and individual cells) are based on an analysis of different areas of benefit
associated with particular capital works programmes that are necessary to service growth over the long
term.

Connection to three waters and transport infrastructure provides immediate benefit to the owners of
underdeveloped land, by allowing for the land to be developed and a resulting increase in land value.
Landowners benefit from the provision of reserves and community infrastructure that make a
neighbourhood more attractive, thereby increasing demand for land in that area and increasing its value.

However, existing households and businesses within the catchment or nearby catchments may also
obtain some benefit from the provision of growth-related infrastructure, by providing additional levels
of service and decreasing congestion. However, some of these benefits reduce through time as
additional residents and businesses take up the additional capacity created. The benefits these
properties receive are funded from general rates.

The period in or over which those benefits are expected to occur

52.

New infrastructure that supports growth benefits both current and future residents. The growth capacity
that new infrastructure provides is recovered from development as it occurs over time. Developers
paying contributions only pay for the additional capacity that they create the need for and will benefit
from. General rates fund the maintenance and renewal of these assets.
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53.

Developers will also receive growth-related benefits from infrastructure investment that is provided in
the future. The long-term plan sets out the forecast infrastructure investment. However, growth-related
infrastructure investment to serve some new developing areas may be required beyond the LTP
investment timeframe. Where this occurs, it is appropriate that developers in these areas contribute to
the cost of the growth-related portion of that infrastructure. If these developers do not pay their share
of future growth-related costs then their developments will end up being subsidised from other sources
(i.e: rates).

The extent to which those actions or inaction of particular individuals or a group contribute to the need to
undertake the activity

54.

55.

56.

57.

Growth places additional demand on council services. Early developers contribute towards the need for
infrastructure as much as late developers. Council is required to respond to this increased demand by
providing additional infrastructure to support them.

Growth in households and business generates demand on services provided at a district wide level like
sports parks, destination playgrounds and infrastructure that operates as a network like three waters
and transport (please see more in para 64 below - Other considerations relating to funding options).
Other infrastructure requirements are more local in nature. For land to be developed, infrastructure is
required to provide for the services the subsequent development will need, like measures to
accommodate greater stormwater flows.

Development contributions allow the council to recover the growth-related cost of additional
infrastructure from new developments at a level that reflects the demand that they create. The drivers
of demand for infrastructure vary based on development type and location. Development contributions
are therefore differentiated by development type and location.

Financial contributions require those responsible for creating adverse effects to meet the cost of
environmental protection measures. These are outside the scope of what can be funded from
development contributions.

The costs and benefits, including consequences for transparency and accountability of funding the activity
distinctly from other activities

58.

59.

New infrastructure required to service growth (often before any development can even occur) is a
significant component of Council’s overall capital expenditure. The use of development contributions to
pay for such infrastructure provides a transparent method to allocate costs to various activities, within
different catchments. The costs are reflective of the true cost of growth to the council and when
developers are accountable to pay these costs. The receipt of such payments and the use of the LTP to
identify the projects funded by the development contributions makes the Council accountable for
delivering those funded projects.

Funding growth via rates, is less transparent and provides less certainty as to the timing and level of
infrastructure projects to be provided. The rates ‘pot’ needs to be spread far and wide, and may not
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provide developers with the confidence they are going to receive the infrastructure they need to
develop, in the time and condition they aspire to.

The overall impact of any allocation of liability for revenue needs on the community

60. The overall impact on the community of this proposal to fund growth related infrastructure via
Development Contributions needs to be considered. The decision should consider the following matters:

e |f the overall costs of development, including the development contribution requirements are too
high, growth may be slower than expected as the profitability of developers or the viability of
developments tempers growth. The impact on the community of this, is that Council may under-
recover the expected development contributions and more of a burden may fall on ratepayers, than
expected. Annual Plan and Long-Term Plan processes will allow for regular monitoring of this situation
and adjustments to be recommended to the approach.

e However, if the real costs of development are not passed on to the developer, then ratepayers are left
to predominantly fund the costs (perhaps with some government subsidy or not), including ratepayers
who may not create any demand on the particular infrastructure being created. Which is not fair and
reasonable in relation to S.101(3).

e |If rate payers are to fund the growth related activities, then funding may be directed away from other
Council expenditure that delivers on community outcomes and may lead to decreases in levels of
service of Council activities.

61. Taking account of all these factors, development contributions best advance the needs of the community
by providing a revenue stream to fund growth-related infrastructure that would otherwise be met from
general ratepayers.

Other considerations relating to funding options

62. While the analysis above applies generally to most activities, there are additional considerations for the
community infrastructure and parks and reserves activities, as follows:

a) Parks and reserves:

i Amendments to the LGA in 2014 prevented Councils from requiring contributions from
non-residential developments for parks and reserves. Therefore, Council was unable to
recover the growth share of this activity from non-residential developers under the option
‘fund via DCP’. Amendments to the LGA in 2019 have since removed this limitation,
however Council has continued with its approach of not requiring non-residential
developments to pay DCs for community infrastructure or parks and reserves, except in
the defined catchments of C8/C9/C10 (Hautapu). This is because the thinking around the
design of new industrial areas has changed. These catchments represent significant new
industrial land capacity for the District. There is an expectation, as set out in the structure
plan for these areas, that reserves should be provided within new industrial land areas
for the wellbeing of staff and improved industrial amenity.

ii. There is a further option to be considered, which is to fund parks and reserves from FCs.
While this option has already been considered above, and discounted, it is worth noting:
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= There is currently no provision in the District Plan for reserve contributions to be
collected. Council would need to undertake a variation to amend the DP to provide
for reserve contributions.

. Future consideration may be given to the incorporation of FC’s for parks and
reserves in future District Plan changes or reviews. DCs and FCs related to a
development would be routinely charged via two separate mechanisms, under
different Acts (resource consent and development contribution notice). This will
be potentially confusing for developers and add administrative complexity.

u Reserve contributions (as resource consent conditions) are less certain and secure
as a funding stream for Council as they must be solely for a resource management
purpose and reasonably relate to the development seeking consent.

b) Community infrastructure:

i In terms of the impact on present/future needs, it is noted that Council is not required by
statute to provide community centres, halls, play equipment or toilets for use by the
public. However, these are facilities that ratepayers request and use. Rates are therefore
likely to increase, as the services are still required.

Conclusions on s.101(3) and options for funding growth related infrastructure

63. To summarise, the analysis of the various options above shows that there are strong reasons for Council
to continue to principally fund the growth related capital costs for community facilities via a DCP. On
balance the other options are not preferable due to the fragmented processes that will result, and the
additional administrative costs and time to implement various processes. The other options will, shift
the burden of payment from the initial developer to a subsequent owner, or ratepayers and will not
enable Council to recover all the growth related capital infrastructure costs.

64. Having regard to the above, Council will continue to recover DCs for the six activities identified above via
a DCP. Council will use Government Subsidies where available.

Catchment principles — identification of catchments

65. For Council to comply with the LGA, Council must identify the relevant catchments within which each
activity should be contained. This must be done within the parameters of the LGA, and in particular,
section 197AB (g), which states:

“(g) when calculating and requiring development contributions, territorial authorities may
group together certain developments by geographic area or categories of land use, provided
that—
“(i) the grouping is done in a manner that balances practical and administrative
efficiencies with considerations of fairness and equity; and
“(ii) grouping by geographic area avoids grouping across an entire district wherever
practical.”
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66.

67.

68.

69.

It is noted that the LGA requires Council to identify appropriate, fair, equitable and practical catchments
for the purpose of calculating development contributions. As per the LGA, district wide catchments are
avoided wherever practical, and such catchments have only been used where it has been considered
appropriate for fairness/equity or administrative efficiency.

In most cases the activity service or supply area’ is the most legally robust, fair, and equitable method
of allocating DC catchment areas. However, where it is not practical to allocate catchments on this basis,
or where the benefits extend beyond the activity service or supply area,_the Council may take other
approaches that balance practical and administrative efficiencies.

While it is assumed that all developments within a catchment contribute to the need for, and benefit
equally from, Council’s growth-related expenditure, this may not always be the case. Developments in
close proximity, which place similar demands on infrastructure, may attract different charges from
different catchments. Conversely, developments within the same catchment may not place the same
demand on or receive the same benefit from the infrastructure provided. Structure planning at the
Growth Cell level, combined into catchments with similar attributes could enable Council to strike a more
equitable balance in these circumstances.

The other catchment options considered for each activity are district wide, ward based, town boundary?,
or service areas. An assessment of the merits of each approach is discussed below.

Roading and transport

70.

71.

72.

73.

Ward based catchments are not appropriate as there is no rational link between wards, the
infrastructure growth projects, and the demand placed on infrastructure from growth. Accordingly,
despite having some benefits in terms of administrative simplicity due to a reduced number of
catchments; this option is considered to have significant limitations.

Likewise, district-wide catchments are not preferred for this activity for the same reasons. Although the
area of benefit derived from the projects can be considered in some cases to be district-wide, an analysis
of the growth projects has shown that this is not robust.

This activity has been allocated catchments based on the service areas, which in this case, covers the
same area as the town boundary catchments. Where there is a district-wide benefit derived from a
specific project, the project can be applied across all the service area catchments.

The thresholds for non-residential, brownfield development are addressed in Table 8 of this document,
with non-residential developments being assessed on the basis of additional HEUs created. Table 4
outlines the baseline multiplier for Roading and Transportation as 1.9.

7 ‘Service or supply areas’ refers to the area serviced by Council infrastructure. For example, a water supply area, or a wastewater
service area. It is noted that in many cases these areas correspond with land use growth cells.
8 Based on the DP urban limits.
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Water supply and wastewater

74.

75.

76.

77.

Similar to the analysis for roading and transport, district-wide, ward based and town based catchments
are not considered appropriate, as these catchments do not relate to the actual reticulated area of
supply/service. As per the discussion above for roading and transport, the benefits for each option of
administrative simplicity are outweighed by the negative limitations in terms of legislative compliance.

Therefore, these catchments will be based around the infrastructure supply areas causing demand for
capital expenditure necessary to service growth over the long term. In terms of the growth cells (e.g.,
Cambridge North), it is noted that these catchments have their own unique growth related capital
infrastructure projects, but also contribute to the need for capital expenditure on infrastructure in the
existing urban catchments that they adjoin. As a result, the growth cells are required to pay both their
share of the specific growth- related infrastructure costs to service the growth cell, plus a share of the
growth related infrastructure projects within the adjoining existing urban catchment that the growth cell
connects into, and eventually becomes part of.

Having regard to the above analysis, these activities have been allocated catchments based on the
service areas.

The thresholds for non-residential, brownfield development are addressed in table 8 of this document,
with non-residential developments being assessed on the basis of additional HEUs created. Table 4
outlines the baseline multipliers for Water as 0.66 and Wastewater as 0.66.

Stormwater

78.

79.

80.

81.

Stormwater in Waipa District is managed in accordance with the comprehensive stormwater consents
granted by the Waikato Regional Council. These comprehensive stormwater consents have associated
stormwater management plans which set out how Council manages stormwater in the towns of
Cambridge, Te Awamutu, and the villages of Kihikihi, Ohaupo, Pirongia, and Karapiro.

As these stormwater management plans do not relate to the entire district or the wards, catchments
allocated on this basis are not considered equitable.

For this analysis, the ‘service area’ is those areas subject to the comprehensive stormwater consents.
However, while the analysis shows service areas as strongly meeting the requirements of the LGA, the
comprehensive stormwater consent areas cover a much greater extent (due to topography?®) than the
areas Council is primarily concerned about for the purpose of DCs'°. It is also noted that the stormwater
growth capital projects are linked to urbanisation.

Therefore, the catchments have been based around the stormwater management plan areas, to the
extent of each respective town boundary. This is considered to balance most appropriately practical and
administrative efficiencies with considerations of fairness and equity.

9 Stormwater catchments are reflective of land contours, and these contours do not always relate to the town boundaries, which
generally reflect the extent of urbanisation.
10 These are the existing and growth urban areas of the towns and villages.
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82.

The thresholds for non-residential, brownfield development are addressed in table 8 of this document,
with non-residential developments being assessed on the basis of additional HEUs created. Table 4
outlines the baseline multipliers for Stormwater as 1.5.

Community infrastructure, parks and reserves

83.

84.

Due to the nature of community infrastructure and parks and reserves projects, and their potential use
by the entire District (rather than solely the towns they are near or situated in), it is difficult to define
‘service areas’ (i.e. identifying the people who will generate demand for the projects). This is particularly
evident when considering the small size of Waipa District, and that a 20km radius from each main town
of Te Awamutu and Cambridge significantly overlaps to the extent that nearly the entire district is
covered.

Having regard to these matters, where there is a very clearly defined local area of benefit, for example
for a local park or playground, it is considered that there is a rational basis to use a service area
catchment for these activities. However, in all other cases where activities could provide benefits to
developments across the District, these activities have been allocated a single district wide catchment.
This approach is considered to best balance practical and administrative efficiencies with fairness and
equity.

Cost of capital (interest costs)

85.

86.

The total cost of capital expenditure (on which development contribution charges are based) includes
the cost of capital. Cost of capital is the interest paid on loans that are used as an interim funding
mechanism when expenditure occurs before the full amount of development contribution revenue is
received. In 2018 Council decided to include the cost of capital (interest) in the DCP, as this was fairer to
ratepayers.

No compensation of Council for taking the risk of building infrastructure in advance of demand, is
included in growth cost calculations, and interest is added to the Development Contribution loans. These
risks would be met by rates.

Inflation, PPl and GST

87.

88.

89.

All costs from projects in the Long Term Plan used in the DCP are based on current estimates of
infrastructure construction prices in 2025 dollar terms and then inflated using inflation rates as set out
in the LTP.

As provided for by section 106(2C) of the LGA, development contributions may be amended annually.
The inflation rates used are based on increases in the Producers Price Index (PPI) and in accordance with
section 106(2C) of the LGA. This will enable Council’s DC fees to maintain their real value in the face of
the inflating cost of capital projects.

The LGA does enable indexation, which is a method where reduced DCs are sought in earlier years to
stimulate development. Besides stimulating early development, the approach is also more consistent
with the price paths of other goods which generally increase over time and better reflects underlying
capital works costs which increase annually. It can be considered more equitable than fixed charges as
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90.

91.

the gradual increases mimic growth in household incomes and can be seen as more efficient as it may
provide more accurate signals to the market.

There are however, costs of indexation. It has been noted that rates of recovery can be low and a Council
could be left covering early costs. A review of whether indexing of DCs is applied at other local authorities
has shown that of other Tier 1 and Tier 2 authorities (as defined by the Resource Management (Enabling
Housing Supply and Other Matters) Amendment Act 2021), approximately half do and half do not. It is
noted, Hamilton City Council states that its sole discretion, they will increase the capital component of
development contribution charges annually based on the PPI. Waikato District also make provision in its
Contributions Policy to do similar. However, Waipa DC have determined not to do this on the basis the
risks associated with the liability of high upfront costs potentially landing on rate payers, is too high.

All financial information is exclusive of GST in the DCP unless otherwise stated, such as the fee summary
which are GST inclusive. Section 106(2C)(A)(ii) prohibits the interest and financing cost portion of
development contributions from being inflation adjusted.,

Methodology for growth infrastructure

92.

93.

94.

All growth infrastructure in the DCP is either included in the 2025-34 LTP with the intention that it will
be built during the LTP period or has been built previously (historical capital expenditure) with capacity
to service growth.

The growth HEUs and development may not have been completed by 2034 however, and this is
recognised in the distribution of the costs to HEU’s beyond the time period of the LTP.

Collection of development contributions for the identified projects starts in year one, as projects either
serve imminent growth or address the impacts of recent growth. Development that takes place before
construction of new assets is assumed to either take up growth capacity already provided or lead to a
decline in level of service until the new capacity is available. In either case a development contribution
fee remains payable.

The different approaches used for apportioning costs to growth in relation to plants and headworks,

greenfields (i.e., Cambridge North), and local reticulation works are as follows:

(a) Plants and headworks — These are Treatment Plants for wastewater and water, reservoirs, and the
trunk pipes that take water to them. Recovery of growth related costs will be based on the number
of growth units over the capacity life of the assets. This approach helps manage the significant
financial risks faced by Council in creating infrastructure in anticipation of growth for these projects.
It is financially prudent and a fair balance of developer and wider community interests.

(b) Greenfields — These are new developments on undeveloped land within the urban areas. Adjusted
average cost pricing is used for determining the cost of supplying growth capacity in a new asset for
greenfields. This means growth pays a share of the costs calculated as growth capacity divided by
total capacity (growth capacity plus capacity for any existing ratepayers), less any third-party
contributions. This method is used where the catchment is clearly identifiable, such as stormwater
in Cambridge North.
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95.

96.

97.

(c) Local reticulation works — These projects are within existing urban areas and are generally pipe
renewals with a growth component!l. They are part of a 10-Year rolling programme of works
(reviewed every 3 years) that provide growth capacity to existing urban areas and growth cells. These
DCs are calculated by dividing the cost of the growth proportion of the programme by the 10-year
growth HEUs. The resulting DC component will be similar over each DCP cycle. This option is used
where the upgrade works programme is not easily identified to a specific sub-catchment.

Growth assumptions using Council’s Growth Strategy (Waipa 2050) have been explicitly considered by
Council’s Asset Managers when specifying and ultimately costing all new assets.

Therisk is that Council builds infrastructure for which uptake, and therefore cost recovery, may be slower
than expected. Debt servicing costs to ratepayers are also reduced by limiting the time frame over which
growth costs are recovered. An implication of this working assumption is that development in the first
ten years will pay a higher fee compared with the alternative of charging across all growth for which
capacity has been provided.

All growth projects in this Policy are provided for in the LTP and will either be constructed within the
term of the LTP or have already been completed in anticipation of growth.

Methodology for historical capital expenditure

98.

99.

100.

101.

102.

103.

Historic capital expenditure has been recognised where there is a direct link to a capacity upgrade that
will enable services to be provided for growth, and therefore costs should be recovered from developers.

Historic capital expenditure includes expenditure that has been made prior to the 2025 LTP, and where
projects will require further expenditure for completion during the 202534 LTP timeframe (e.g., partially
completed projects).

There are two forms of historical capital expenditure that the Council includes in its development
contribution fees as follows:

a) Completed projects identified as planned projects in earlier development contribution policies
(2009, 2012, 2015, 2018 or 2021); and

b) Completed projects that continue to provide network capacity for growth.

Growth HEU predictions for historical capital expenditure have been reviewed to ensure the capacity
calculations remain valid.

The costs and benefits of these historical projects will lie where they fall on the basis that Council had
used the best available information at the time to inform its development contributions methodology.

This approach means that assets, such as treatment plants, community infrastructural assets, and
network roading arterial assets, represent historical capital expenditure that should be recognised.

11 Only the growth portion of a project is used in the DC calculation.
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104.

105.

Actual rather than planned costs are used to calculate the fees for completed projects. Other than this
adjustment, the same methodology is used to allocate capital expenditure to growth for planned
projects (i.e., growth's share of the total actual capital expenditure less actual third-party subsidies,
where appropriate, divided by the designed or useable HEU capacity, or expected HEU growth variously
over a 10-35 year period).

At the commencement of the next LTP period, currently forecast projects in years 1-3 are planned to
have been completed.

Development contribution model

106. The development contribution model (Excel spreadsheet) contains all capital expenditure projects in the
LTP and includes capital expenditure projects already delivered by council in anticipation of growth.
Council records information for its capital expenditure projects in terms of their relationship to the
following expenditure types:

Table 5: Expenditure types
Renewal Maintains and continues the provision of services. Increases the physical integrity and remaining life
of assets with no change to the asset base.
Level of service Results in improved standards of quality, reliability, responsiveness, safety, comfort, flexibility,
regulatory requirements or similar. May or may not result in new or additional assets.
Growth Increased availability and capacity to cater for increased people, water, traffic or similar. Associated with
an increase in the asset base — the number of assets, total area or length.

107. This initial categorisation and individual project and programme information inform the development
contributions methodology but are not the sole basis for cost allocation.

108. The methodology uses an Excel based model, which lists projects and programmes under each activity

and funding area for which development contributions may be required. The calculation of the
development contribution amounts (if any) payable for any project or programme line in the model is
carried out in accordance with schedule 13 of the LGA to ensure compliance with legislation.

HEU assumptions

1009.

110.

As discussed above, based on analysis of the 2018 Census New Zealand data, the household occupancy
in Waipa District is assessed as 2.73 persons per household. This has been used as the basis for the
number of persons per household per HEU.

In the Waka Kotahi research report 453 (2011), the 85th percentile figure of 10.4 vehicles per day (vpd)
(in + out) per household is recommended as an appropriate figure for design and assessment purposes
when considering the full range of households within a catchment. However, for administrative
simplicity'2, Council will continue to adopt an HEU demand of 10 vehicle movements per day (VMPD).

12 |n terms of calculations and conversion factors in particular.
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111.

112.

113.

Water average consumption per HEU has been reviewed and is based on the average rate across the
residential metered properties!®. The new rate reflects multiple years of meter reading data which has
demonstrated an overall reduction in water use, primarily attributable to the metering and other water
conservation methods, and the detection of excessive leaks found within properties.

The Water Management Plans for Te Awamutu, Cambridge, Pirongia and Kihikihi calculated the annual
average daily per person usage is at 190 litres:

190 * 2.73 = 519 litres/HEU

In respect of wastewater, the New Zealand accepted industry standard for residential wastewater flow
is that 78% of water going into a household is discharged as wastewater!. For the DCP, this is calculated
as follows:

(190*2.73)*789% = 405 litres/HEU

Reserves

114.

115.

Section 203(1)(a) of the LGA requires Council to demonstrate for reserve contributions, that it has not
exceeded the greater of:

a) 7.5% of the value of additional allotments created by a subdivision; and

b) The value equivalent of 20 square metres of land for each additional household unit or
accommodation unit created by the development.

Using subdivision in Cambridge West and Te Awamutu Greenfield as examples, it is assumed that an
allotment would have an average sale price of $400,000 - $550,000 (incl. GST). The reserve contribution
(Reserves and Ci) per HEU in Cambridge West is $7,135 (GST inclusive). The following table demonstrates
that section 203(1)(a) of the LGA is complied with.

Table 6: Compliance with Section 203(1)(a)

Sale price

Cambridge West

7.5% of value:

Comment

$400,000 $30,000 The reserve contribution of $7,135 per HEU is 1.8% of $400,000.
Therefore, much less than 7.5%

$550,000 $41,250 The reserve contribution per HEU of $7,135 is 1.3% of $550,000.
Therefore, much less than 7.5%

Te Awamutu Greenfield

$400,000 $30,000 The reserve contribution of $5,210 per HEU is 1.3% of $400,000.

Therefore, much less than 7.5%

13 Waipa District Council Annual report 2022-23 (pg. 169)
14 i.e. Waikato District Council and Hamilton City Council use 70%, Watercare use 78.5%.
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$550,000

$41,250

The reserve contribution of $5,210 per HEU is 0.9% of $550,000.

Therefore, much less than 7.5%
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POLICY OPTIONS

Options for dwellings

116.

117.

118.

119.

120.

The questions ‘what is a dwelling?’ and ‘what is a sleep out?’ are an issue for DCP implementation. The
definitions of ‘dwelling’ and ‘sleep out’ are fundamental to the decision as to whether DCs should be
levied or not for some types of residential development. Some developers continue to design dwellings
and label floor plans to avoid the payment of DCs'>. There is also a potential equity question, in terms
of levying (for example) the same DC rate for a dwelling of 75m? GFA, to a dwelling of 300m? GFA.

The main policy considerations can be summarised as follows:

(a) Consumption of capital projects is people driven, so the number of people in a household is key.
This is not always reflected in house sizes, number of bedrooms or bathrooms. These matters are
more commonly linked to income and house location.

(b) What is the most equitable way to levy DCs for dwellings?
(c) Does Council continue to use kitchens as a trigger to levy an additional HEU?
(d) If kitchens are retained as a trigger, what constitutes a kitchen??¢; and

(e) What is a ‘minor dwelling’?’.

In order to inform this analysis, a review of how some other Councils in NZ assess dwellings in their DCPs
has been undertaken, including Waikato District Council, Hamilton City Council, Christchurch City and
Auckland Council as examples of Councils, several also located within the Hamilton to Auckland corridor,
to better understand options used to assess dwellings.

The analysis showed a range of methods were used by Councils in relation to dwellings. Some Council’s
provided a reduced charge for minor dwellings under a specified GFA, while others provided a sliding
scale based on the GFA (i.e., if the GFA = 80m?, the DC is 0.8 HEU per unit). Alternatively, Auckland
Council levy different HEUs for attached medium to high rise dwellings, attached low rise dwellings, and
detached dwellings. The reason Auckland Council have taken this approach is that they have determined
that infrastructure costs increase for less dense, ‘sprawl’ type development, as opposed to centres based
on medium/high density development®8.

It is noted that residential development in Waipa District still largely comprises predominately low-
density detached dwellings, whether in the towns, or within rural areas but there is a move towards
higher density developments, within Cambridge and parts of Te Awamutu. This shift in density is evident
when looking at the average lot sizes coming through in monitoring resource consents.

151t is noted that this issue may be minimised marginally if the HEU rate is significantly lower.

16 Noting that some new dwellings now include kitchenettes in guest bedrooms.

7 In the 2018 DCP, a minor dwelling is any dwelling less than 70m? GFA, excluding garaging.

18 Auckland Council undertook a literature review which found that demand for, and hence the capital cost of infrastructure per
dwelling unit decreases when density and land use mixes increases. While Auckland Council does not administer water and
wastewater, it was noted that the literature findings also identified that higher density and mixed residential developments required
less infrastructure capital costs per HEU for these activities.
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121.

Each of the options are discussed below, followed by further analysis on how the options meet the
requirements of the LGA.

Density based approach

122.

As discussed above, traditionally Waipa District is predominately comprised of low-density detached
dwellings, with limited areas of medium density dwellings. However, emerging legislative and District
Plan changes and market forces, have started to a move towards pockets of medium density
developments. However, because Waipa District does not have large pockets of high density dwellings,
there are no infrastructure savings available in terms of reduced costs for high density development.
Therefore, it is not considered viable for Waipa’s DCP to differentiate dwelling HEUs using dwelling
density. This may however be appropriate under a Development Agreement, or Special Assessments,
where a higher occupancy occurs.

Gross floor area based approach

General

123.

124.

125.

Residential developments can be assessed on the number of additional HEUs created by development,
on the basis of anticipated demand. The approach to base a HEU on floor area, is predicated on the
basis that the size of the unit influences the demands the unit places on infrastructure. For example, a
larger home is likely to have more bedrooms, have more bathrooms, accommodate more than one car,
have a larger garden, all features which can apply greater demand on infrastructure. While the Council
will not be sure that more people live in larger dwellings, there is the possibility they could. Conversely,
the Council has no way of being sure whether a small unit will home 5 people or one person, but again,
the assumption is, that it is more likely smaller units accommodate less people.

In terms of the GFA of dwellings, it is noted that several Councils currently use a sliding scale of
contributions depending on the GFA of the dwelling. For example, Christchurch City Council applies 1
HEU per residential lot. For small residential units with a GFA less than 100m?, an adjustment is applied
on a sliding scale from 100% to 60%. For example, a unit with GFA of 80m? reduces the HEU assessment
to 0.8 HEU. Auckland City Council applies various Household Unit Equivalents to units of different sizes,
although it also differentiates between the various activities (i.e. stormwater, transport, community
infrastructure) and applies different HUE’s for each activity based on unit size.

The GFA approach can be more adaptive in reacting to any changes in legislation, housing affordability
and demographics that have resulted in the Waipa area experiencing a greater range of housing types
coming forward. This approach will also be dependent on the accuracy of information submitted with
resource consents, particularly for subdivision, where often GFA and subsequent HEU’s of the house/s
to be created will not necessarily be known at that stage. Council will need to respond to this by tracking
the DCs paid at subdivision stage and how these compare to the GFA’s illustrated at any later building
consent stage. This cross-check is already in place within Council.
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Retirement villages /units

126.

127.

128.

129.

It is widely accepted that both retirement village units and retirement village care beds are charged at a
different HEU rate than a standard household due to the following typical characteristics:

. Smaller household unit size — typical retirement village units are generally smaller than a typical
dwelling, particularly if in an apartment configuration;

. Smaller household occupancy size — typical units are occupied by a single or a couple, and
generally average 1.2, with occupancy managed via contract on other residents;

. Less household reliance on water and wastewater (a function of lower average occupancy);

. Less reliance on transport networks —especially peak period travel by car, and reflected in a lower

requirement for on-site car parking in District Plans;

. Less demand for public reserve space due in part to the provision of on-site amenities, and also
to less mobility (although it would be incorrect to conclude that retirement village occupants do
not regularly use or appreciate the amenity value of reserves).

Different Councils use different rates for retirement villages. Auckland Council for example in their DCP
have determined that retirement village units generate demand of 1 HEU for 292m? ISA*°, 0.3 HUE per
unit for transport and 0.1 per unit for all other infrastructure. Tauranga and Dunedin City Council’s use
low demand dwellings, and so if the retirement unit had one bedroom it would be considered to
generate demand of 0.5 HEU.

For the reasons identified above, Council considers that retirement village?° units do not generate the
same level of demand as standard residential dwellings (i.e., 1 HEU), and that a 0.5 HEU factor should
apply. This aligns with the rate discussed below for minor household units.

Council also considers that retirement village care beds, where the resident is no longer able to live
independently, generate less demand than a retirement village unit and that a 0.25 HEU factor should

apply.

Minor household units

130.

131.

Since Council’s first DCP in 2006, minor household units (MHUs) have been levied at 0.5 HEU for any
dwelling under 70m? GFA (excluding garaging). The 70m? GFA criteria for MHUs was originally based on
the former District Plan GFA size limit for ‘dependant relatives’ dwellings’?%.

Rules related to dependant relatives’ dwellings in Council’s former DP have since been superseded by
Council’s current DP, which has specific rules for ‘secondary dwellings’. These rules allow secondary
dwellings to be erected, provided they are not more that 70m? GFA excluding garaging. Council is seeking

1% |SA: Impervious surface areas
20 subject to complying with the definition under the Retirement Villages Act 2003
2lj.e.in order to be a permitted activity to have two dwellings on a site, one of the dwellings had to be 70m? or less GFA.
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132.

133.

to encourage secondary dwellings through its DP?2, and it is appropriate to support this in the DCP by
allowing a 0.5 HEU rate for dwellings of 70m? or less.

Therefore, the DCP makes provision for MHUs at 70m? excluding garages.

Different types and sizes of units have been considered and an assessment of appropriate HEUs is as
follows in Table 7:

Table 7: Household Sizes

Household size HEU assessment

A dwelling up to and not exceeding 70m2 GFA with a kitchen/kitchenette 0.5 HEU

A dwelling of 100 — 250m? 1 HEU

A dwelling over 250m? GFA 1.2 HEU

A sleepout that is less than 35 m? GFA that does not have a kitchen/kitchenette No charge
Retirement units in a retirement village registered under the Rating Valuation Act 2003 0.5 HEU
Retirement village care beds 0.25 HEU

Bedroom based approach

134.

135.

136.

Another option, used for example by Hamilton City, is to base demand on the number of bedrooms that
a dwelling has. In theory, the more bedrooms a dwelling has, the more people will live in a dwelling, and
the greater the level of demand on infrastructure. However, this approach also has limitations as Council
cannot be sure that more bedrooms will automatically equal more occupants (e.g., some large dwellings
only have two occupants).

Additionally, there are administrative problems with basing demand on bedrooms, because dwellings
can be designed with a range of rooms that may or may not be bedrooms. Although it is possible to
resolve this issue by way of definitions, due to the difficulty with linking bedrooms to actual demand on
Council infrastructure, it is not considered equitable, reasonable, or administratively sound to use this
approach within Waipa.

In conclusion, Council considers that levying a range of HEU rates dependent on size of dwelling, with
specific considerations for minor household units, retirement units and retirement village care beds
appropriately balances practical and administrative efficiencies with fairness and equity.

Supporting development of papakainga

137.

Te Ture Whenua Maori Act 1993 seeks to recognise land is a taonga to Maori people and as such there
should be recognition that the retention of land, to facilitate occupation, development and utilisation of
that land for benefit to the owners, their whanau and their hapu. In giving effect to this Act?3, Waipa

22 |n recognition of Council’s projected aging population and changing community needs.
23 Councils DC policy is now required to support the principles set out in the Preamble to the Te Ture Whenua M3ori Act 1993
(s102(3A) LGA02)
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138.

139.

140.

Council have determined that the DCP should provide benefits to those seeking to develop papakainga,
social, health or cultural uses on a not-for-profit basis.

Several options are available to give effect to the Act, including providing specific HEU equivalents for
the different types of developments that may be desired to provide for lower levels of DCs. For example,
a papakainga unit may be given a lower HEU equivalent based on its size, such as happens for other
residential units. However, if this approach is incorporated in the DCP, small papakainga units may start
to emerge, simply as a function of the low HEU and subsequently a low DC. The type of development
coming forward being guided by the DCP and the desire to pay reduced or no DCs.

Instead, the Council, want to support a range of development types that suit the real needs of the local
mana whenua and hapu groups, not just to support small residential units. Therefore, a more flexible
approach which is not based on HEU equivalent, is considered appropriate. This will allow for different
development types to emerge. It can also more easily accommodate non-residential uses as included in
the definition of papakainga, such as health, cultural, educational and recreational uses. Under the DCP,
papakainga has a broad definition, residential housing but also other non-commercial uses which are
considered to benefit whanau and the wider community.

A case-by-case assessment provides a practical approach. This allows for a greater diversity of
papakainga to emerge, and it will allow the scale of the development to be taken into account, the range
of uses provided and discretion as to how any exemption will be applied. The assessment will also allow
for the value of the DCs that are not payable to Council to be assessed and what demands are placed on
infrastructure. It is clear in the DCP that any exemption is only applied to not-for-profit development and
is anticipating development of a scale to accommodate whanau needs.

Non-residential development

141.

142.

143.

Another key issue for DCP implementation is the assessment of non-residential developments, and how
such assessments may or may not encourage economic development / business investment in Waipa
District.

Council is cognisant of the need to carefully balance its aspirations to have strong economic growth in
Waipa District against the need to recover a fair and equitable share of growth-related capital
expenditure from non-residential developers. Prudent balancing of these two competing needs will
ensure that neither the community nor non-residential developers are required to fund an unequitable
portion of these growth-related costs.

Council therefore considers that encouraging business growth (whether by way of business expansion
or new businesses) in the district has many positive community benefits that must be considered when
considering how DCs should be levied. Businesses help create vibrant communities and providing for a
range of employment options contributes to Council’s aspirations to have communities where people
live, work and play.
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144.

145.

146.

147.

With this in mind, Council has determined that only brownfield non-residential developments which
exceed certain thresholds (in terms of demand on Council’s infrastructure) should be required to
contribute towards growth. Non-residential developments that exceed these thresholds will be
significant developments that in turn place significant additional demand on Council’s (growth related)
capital infrastructure. Requiring DCs from only these brownfield non-residential developments is
considered to balance most appropriately the need to recover some contributions from these
developers with considerations of fairness and equity.

All greenfield non-residential developments will be required to pay 1 HEU per new lot, with a further
assessment at Building Consent/Land Use consent stage. This may result in additional DCs being payable.

The DCP does however, take a different approach to greenfield non-residential development in Hautapu
west and east, plus Bond Road. Planning for new growth in these areas and at Waikato Regional Airport
(WRAL), will mean either a new private wastewater system will be built, or it will connect to public
wastewater treatment. Water will be via the public water supply provided via a Development Agreement
with WRAL. In this instance, water supply and wastewater DCs are not charged.

The brownfield non-residential ‘trigger’ thresholds are shown in Table 8 as follows:

Table 8: Non-residential thresholds

Activity Threshold

Roading & The development will generate > 100 vehicle movements per day (VMPD).
transport
Water supply The development (or expansion / redevelopment) requires a water connection from the main into the

development greater than 20mm diameter. The assessment will be calculated by analysing the water use of
similar developments as well as any information supplied by the developer.

Wastewater The development (or expansion / redevelopment) requires a water connection from the main into the
development greater than 20mm diameter. The assessment will be calculated by analysis of the water supply
use.

Stormwater The development (or expansion / redevelopment) increases the impervious surface area (ISA) on a site and the

2% Annual Exceedance Probability (AEP) event is not managed on site. The assessment will be calculated using
a factor of 0.3 HEU’s per 100m? impervious surface area only.

148.

In terms of roading and transport, the threshold has been set at 100 vehicle movements per day (VMPD).
This threshold relates to the requirement for an Integrated Transportation Assessment (ITA) in Section
16 of the District Plan for activities that generate more the 100 VMPD. While the rules make some
distinctions between collector roads and local roads?4, for the purposes of the DCP, the threshold of 100
VMPD applies regardless of the road access is obtained from. Any traffic volume above 100 VMPD is
considered to generate demand on Council’s roading and transport infrastructure, regardless of the type
of road the development connects to. To undertake this assessment, the ITA (submitted as part of the
resource consent) will be considered, along with any other information considered relevant by Council.

24 For example, a resource consent for a TIA would not be required for 100-249 VMPD for collector/local roads.
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149.

150.

In terms of the threshold for water supply, a development contribution will only be required where a
development requests a water connection >20mm diameter. The reason for this is that it is considered
that a water connection greater than a standard 20mm diameter connection indicates that the activity
will be a higher water user than the assumed water demand per HEU. Due to the relationship between
water and wastewater, when the threshold for water is triggered, an assessment of wastewater demand
is also required. It is noted that where appropriate, a development agreement may be entered into to
enable the water demand to be assessed after 12 months of continuous operation of a development.

In terms of stormwater, a development contribution assessment is only undertaken when there is an
increase in ISA on the site, which will increase stormwater flow off the site as set out in Table 8 above.

Development agreements

151.

152.

The LGA codifies the use of development agreements for DCs. It is noted that Council has used this tool
extensively since the inaugural DCP in 2006 and will continue to do so where appropriate.

Due to the unique characteristics of Cambridge North and Cambridge West, specific provision has been
provided in the DCP as part of a development agreement, for Council to consider an assessment based
on a per hectare rate for comprehensive residential development, compact housing (or similar density
residential developments).

Betterment and injurious affection

153.

154.

155.

As set out in the DCP, the estimated cost of the land is recognised in the DC model and calculations. No
potential betterment or injurious affection is included in the current DC modelling. These estimates,
along with construction estimates are replaced each year by actuals in the DC model.

To provide certainty to both developers and Council the approach taken for the 2025 DCP is:

a) A Development Agreement may provide an opportunity to provide a payment offset equal to the
betterment value. or

b) In the case of new growth cells that do not have a structure plan adopted by Council at the
commencement of this policy, on 1 July 2025, Council will only pay developers for the additional
costs of upgrading from a local road standard to a collector road standard.

This approach provides more certainty for developers and for Council and enables Council to recover
positive benefits resulting from public works investment.

Timing of development contribution payments

156.

As previously discussed in this paper, Council is aware of the funding realities facing developers,
particularly for significant developments?>. For example, due to these funding constraints, subdivision
developers often wish to defer payment of DCs beyond the section 224(c) certificate timeframe, to the

25 A significant development is considered to be a subdivision of > 10 lots, or > 10 additional dwellings on a single title.
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157.

158.

sale of individual titles. This enables them to manage their cash flow, particularly due to the significant
infrastructure requirements of large subdivisions. To recognise this Council has provided the opportunity
in the DCP for the deferral of development contribution payments for these developments as part of a
development agreement.

However, in providing this opportunity, Council is mindful of the need to ensure that the funding
constraints for developers is appropriately balanced against the risks to the community of allowing
indefinite time periods for DC payments to be deferred. If DC payments can be deferred for long time
periods, the risk to Council increases, as does the requirement for Council to fund infrastructure in
advance of receiving DCs to contribute towards the payment of that infrastructure.

To manage this risk, Council has decided that the deferral of payments can only occur for a maximum
timeframe of 24 months. This timeframe is considered to allow sufficient time for a developer to manage
cashflow, while balancing the risks to Council.

National Policy Statement — Urban Development

159.

Previously Council was able to take cash in lieu for failing to meet minimum car parking requirements in
the District Plan. When the National Policy Statement Urban Development came into effect in 2020 it
removed the ability to apply minimum car parking rules through the District Plan and consequently the
ability of Council to require cash in lieu for failing to meet minimum car parking rules. As a result, the
growth component of the shortfall in carpark funds has been apportioned to DCs in the towns with public
off-street carparking.

Rainwater tanks

160.

161.

162.

163.

In considering options for DCs, Council has considered whether DCs for water or stormwater should be
reduced if private rainwater tanks were installed. Rainwater collection can have two key functions, one
is to reduce the negative impact on waterways of high flows, and the other is to retain water for non-
potable use.

In terms of the first function, this is done by retaining the rainwater off impervious areas — usually
rooftops and sometimes paved areas such as driveways. The tank releases the stored water at a slow
rate to reflect at least ‘greenfield’ runoff. Water retained for non-potable use is commonly for gardening
and external taps; and internally — for toilet flushing and laundry use.

Rainwater tanks which are installed to mitigate the negative impact on waterways, are often installed to
enable a development to meet Council’s stormwater requirements (and therefore ensure that Council
can comply with its urban stormwater comprehensive consent conditions). Retention on or off site of
stormwater is already required and so rainwater tanks installed for these purposes are accounted for in
the stormwater DC calculations, and a remission is therefore not considered appropriate.

Rainwater tanks which are installed for non-potable use reduce the demand for potable water and
arguably could result in reduced infrastructure requirements. However, while there are some benefits
to this, the risk to Council is that unless the tanks are a requirement under a resource consent, or bylaw
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(and therefore enforceable), they may be disconnected, or not maintained. This would result in potable
water being used, and therefore an increase in capacity being required, but not recovered through DCs.

164. On this basis, Council will not remit DCs for rainwater tanks, unless a rainwater tank is installed as an
enforceable requirement of a dwelling. In circumstances where Council considers that the risks can be
managed and enforced, Council may consider remitting DCs for rainwater tanks as part of a development
agreement.
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