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Have your say! 
You can make a short presentation to the Councillors, Committee members, Subcommittee members or Community Board 
members at this meeting. Please let us know by noon the working day before the meeting. You can do this either by phoning 
04-499-4444, emailing public.participation@wcc.govt.nz, or writing to Democracy Services, Wellington City Council, PO 
Box 2199, Wellington, giving your name, phone number, and the issue you would like to talk about. All Council and 
committee meetings are livestreamed on our YouTube page. This includes any public participation at the meeting.  
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AREA OF FOCUS 

The Kōrau Tōtōpū | Long-term Plan, Finance, and Performance Committee has responsibility 
for: 

1) Long-term planning and annual planning. 
2) Financial and non-financial performance oversight in relation to the long-term plan and 

annual plan. 
3) Financial oversight. 
4) Procurement policy. 
5) Non-strategic asset investment and divestment as provided for through the long-term 

plan (recommending to Council where matters are not provided for in the long-term 
plan). 

6) Council-controlled Organisation oversight and performance. 
7) Council-controlled Organisation director review and appointments. 
8) WellingtonNZ oversight and performance. 
9) Approve asset management plans. 

To read the full delegations of this committee, please visit wellington.govt.nz/meetings. 
 
Quorum:  9 members 
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1. Meeting Conduct 
 

 

1.1 Karakia 

The Chairperson will open the hui with a karakia. 

Whakataka te hau ki te uru, 

Whakataka te hau ki te tonga. 

Kia mākinakina ki uta, 

Kia mātaratara ki tai. 

E hī ake ana te atākura. 

He tio, he huka, he hauhū. 

Tihei Mauri Ora! 

Cease oh winds of the west  

and of the south  

Let the bracing breezes flow,  

over the land and the sea. 

Let the red-tipped dawn come  

with a sharpened edge, a touch of frost, 

a promise of a glorious day  

At the appropriate time, the following karakia will be read to close the hui. 

Unuhia, unuhia, unuhia ki te uru tapu nui  

Kia wātea, kia māmā, te ngākau, te tinana, 
te wairua  

I te ara takatū  

Koia rā e Rongo, whakairia ake ki runga 

Kia wātea, kia wātea 

Āe rā, kua wātea! 

Draw on, draw on 

Draw on the supreme sacredness 

To clear, to free the heart, the body 

and the spirit of mankind 

Oh Rongo, above (symbol of peace) 

Let this all be done in unity 

 

 

1.2 Apologies 

The Chairperson invites notice from members of apologies, including apologies for lateness 

and early departure from the hui, where leave of absence has not previously been granted. 

 

1.3 Announcements by the Mayor 
 

1.4 Conflict of Interest Declarations 

Members are reminded of the need to be vigilant to stand aside from decision making when 

a conflict arises between their role as a member and any private or other external interest 

they might have. 

 

1.5 Items not on the Agenda 

The Chairperson will give notice of items not on the agenda as follows. 

Matters Requiring Urgent Attention as Determined by Resolution of the Kōrau Tōtōpū | 
Long-term Plan, Finance, and Performance Committee. 

The Chairperson shall state to the hui: 

1. The reason why the item is not on the agenda; and 

2. The reason why discussion of the item cannot be delayed until a subsequent hui. 

The item may be allowed onto the agenda by resolution of the Kōrau Tōtōpū | Long-term 

Plan, Finance, and Performance Committee. 
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Minor Matters relating to the General Business of the Kōrau Tōtōpū | Long-term Plan, 
Finance, and Performance Committee. 

The Chairperson shall state to the hui that the item will be discussed, but no resolution, 

decision, or recommendation may be made in respect of the item except to refer it to a 

subsequent hui of the Kōrau Tōtōpū | Long-term Plan, Finance, and Performance Committee 

for further discussion. 

 

1.6 Public Participation 

A maximum of 60 minutes is set aside for public participation at the commencement of any 

hui of the Council or committee that is open to the public.  Under Standing Order 31.2 a 

written, oral, or electronic application to address the hui setting forth the subject, is required 

to be lodged with the Chief Executive by 12.00 noon of the working day prior to the hui 

concerned, and subsequently approved by the Chairperson. 

Requests for public participation can be sent by email to public.participation@wcc.govt.nz, by 

post to Democracy Services, Wellington City Council, PO Box 2199, Wellington, or by phone 

at 04 499 4444 and asking to speak to Democracy Services. 
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2. General Business 
 

 

 

LTP AMENDMENT - DECISION ON CAPITAL 
PROGRAMMES 
 
 

Kōrero taunaki | Summary of considerations 

Purpose 

1. This report provides options for changes to the capital work programme in order to 

increase Council’s debt headroom and revise its financial strategy. These options will 

be used to inform the 2025/26 Consultation Document for the Long-term Plan (LTP) 

Amendment. 

Strategic alignment 

2. The LTP amendment may impact one or more community outcomes, strategic 

approaches, and priorities to varying degrees. This will be considered in more detail as 

the LTP amendment takes shape. 

Relevant previous decisions 

3. At the 10 October Te Kaunihera o Pōneke | Council meeting the following was agreed:  

• Commence a process to amend the 2024-34 LTP with Council’s objective being 

‘No Sale’ of any of its shareholding in Wellington International Airport Limited. 

• Direct officers and relevant contractors to cease all work to progress the share 

sale including the currently scheduled report for December 2024. 

• Direct that no further money is spent on establishing a Perpetual Investment 

Fund (PIF) through the share sale. 

4. At the 29 October Kōrau Tōtōpū | Long-term Plan, Finance, and Performance 

Committee meeting the following was agreed or noted: 

• Council’s Water Services Delivery Plan options and the impact of reduced NZTA 

funding will also be included in the 2025/26 Annual Plan / LTP amendment 

process. 

• Note that the 10 October Notice of Motion paper included a series of principles 

that will be used to develop options for the review of the capital programme, and 

these are outlined in the paper. 

• Note the principles are being used to develop options to reduce the capital 

works programme including as a consequence of reduced National Land 

Transport Programme (NLTP) revenue.  

• Agree that officers reinitiate work on a ‘disaster resilience fund’ and this work 

runs alongside the LTP amendment process, noting the purpose of the fund is to 

provide a form of self-insurance in the event of a disaster. 



KŌRAU TŌTŌPŪ | LONG-TERM PLAN, 
FINANCE, AND PERFORMANCE 
COMMITTEE 
26 NOVEMBER 2024 

 

 

 

Page 10 Item 2.1 

• Agree that a form of ‘disaster resilience fund’ is included in the LTP amendment 

as part of the options for consultation for amending the financial strategy. 

• Agree that a key consideration of a ‘disaster resilience fund’ should be to 

minimise overheads and management costs. 

Significance 

5. The decision is  rated high significance in accordance with schedule 1 of the 

Council’s Significance and Engagement Policy.  

Financial considerations 

☒ Nil ☐ Budgetary provision in Annual Plan / Long-

term Plan 

☐ Unbudgeted $X 

6. All financial considerations are outlined in the body of the report. 

Risk 

☐ Low            ☐ Medium   ☒ High ☐ Extreme 

7. All risks have been considered and outlined within the paper and attachment. 

 
 

Authors Matthew Deng, Senior Advisor 
Raina Kereama, Manager Financial Planning and Policy 
Kirralee Mahoney, Principal Advisor Financial Planning 
Baz Kaufman, Manager Strategy and Research  

Authoriser Andrea Reeves, Chief Strategy and Finance Officer  
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Taunakitanga | Officers’ Recommendations 

Officers recommend the following motion: 

That the Kōrau Tōtōpū | Long-term Plan, Finance, and Performance Committee:  

1. Receive the information. 

2. Note that Council is facing significant financial risk as a result of: 

a. A large under-insurance risk – we do not have sufficient insurance to respond to 
future financial and natural hazard risks.  

b. An undiversified investment portfolio. 

3. Note that the Council previously proposed to sell its airport shareholding and invest the 
proceeds in a new, diversified fund as the way to respond to these issues. 

4. Note that on 10 October, the Council resolved to initiate an LTP amendment process 
with a view to changing its preferred option to no sale of the airport shares. 

5. Note that as a result of further loss modelling as part of the insurance roadmap, the 
insurance gap number has been updated, based on probabilistic modelling. 

6. Agree that the following elements of a prudent financial strategy will be included in this 
LTP amendment: 

a. maintain a 225% debt to revenue ratio; 

b. increase the allocation of insurance headroom from $272m to $500m, to be   
provided for under the 225% limit; 

c. maintain the limit on rates increases at 5-8% on average over the 10-year 
period. 

7. Note that the most effective mechanism to achieve a provision of $500m insurance 
headroom is a reduction in the capital programme of approximately $400-600m over 
the LTP period. 

8. Note that the National Land Transport Plan funding allocated to the Council is lower 
than assumed in the 2024-34 LTP. This has resulted in a shortfall of revenue of 
approximately $68m. In order to mitigate the impact of this on our debt capacity, a 
reduction in capital expenditure is required of approximately $130m. 

9. Note that based on the principles noted in the body of the report, officers have 
identified options for reducing or rephasing the capital programme that result in total 
savings of $558m over years 1-10 of the LTP being: 

a. $45m in Year 1; 

b. b) $390m in years 2 to 6; 

c. c) $123m of the remaining years 7 to 10 of the LTP. 

10. Note the financial impact of the proposed capital programme savings on operating 
expenditure has not yet been considered. The proposed capital programme reductions 
will likely reduce depreciation and interest costs. This results in a reduction to the 
amount of rates we need to collect. Any reduction in revenue will impact the debt to 
revenue ratio and further reduce debt capacity. 

11. Agree the proposed $558m changes to the capital programme in Attachment 1 to be 
updated in the draft budget for Committee approval on 11 December 2024. 

12. Note that, as agreed on 29 October, Councillors will receive further advice on the 
disaster resilience fund via a briefing in December, including on: 

- Fund structures and objectives and associated management costs 
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- Fund capitalisation (including advice on ground leases and carbon credits) 

- How the fund might work alongside current insurance roadmap work. 

 

Whakarāpopoto | Executive Summary 

8. Following Council’s Notice of Motion (NOM) on 10 October 2024 to remove the sale of 

airport shares from the LTP, the Council has commenced a process to amend its 2024-

34 LTP. This amendment is being developed in conjunction with the 2025/26 Annual 

Plan.  

9. Council faces significant financial risks –being a large underinsurance risk and a lack of 

diversification of its assets. The proposal to address these risks via the establishment 

of a perpetual investment fund funded through the sale of the airport shares is no 

longer being pursued by Council. Officers therefore recommend increasing debt 

headroom to provide a greater level of capacity to respond to a significant event. A 

reduction of the capital programme is the most effective way to increase the debt 

headroom.  

10. In addition to this, the National Land Transport Plan (NLTP) funding is lower than was 

assumed in the 2024-34 LTP. This amounts to lost revenue of approximately $68m 

over years 1 to 3 of the LTP. Due to this, further reductions of $130m are required to 

the capital programme to ensure there is no impact on our debt capacity.  

11. In addition to reviewing the capital programme, the Committee decision on 29 October 

initiated work on a smaller Perpetual PIF/disaster resilience fund. The Committee has 

agreed that a smaller fund will be included as part of the options consulted on for the 

LTP amendment. Officers will provide further advice to the Council in December about 

options for fund design.    

12. The Committee will receive further advice on water reform consultation options at its  

December 2024 meeting. At this stage, the intent is that water reform options are 

included in the 2025 LTP amendment process for consultation with the community. 

Takenga mai | Background 

Development and approval of the 2024-34 Long-term Plan 

13. The 2024-34 LTP was developed in a challenging environment. The city’s infrastructure 

is aging and requires significant investment, while the cost of delivering council’s 

existing services continues to increase as a result of inflationary pressures.  

14. During the development of the 2024-34 LTP, Council identified that it faced two primary 

financial challenges which are still relevant and the key drivers for this LTP 

amendment: 

a. A underinsurance risk – we do not have sufficient insurance to respond to future 
financial and natural hazard risks. 

b. An undiversified investment portfolio - our portfolio lacks financial resilience and 
could be significantly impacted by a single event, which could constrain the 
Council’s ability to support the city’s recovery from such an event.  
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15. These risks are driving an unsustainable balance sheet position for the Council. To 

mitigate them, the 2024-34 LTP proposed and consulted with the community on the 

sale of the Council’s 34% shareholding in Wellington International Airport (and a 

selected number of ground leases), in order to capitalise a PIF. 

Notice of Motion not to sell the Council’s shares in Wellington International Airport Limited 

16. On 10 October 2024, Council passed a NOM to “commence a process to amend the 

2024-34 LTP with Council’s objective being No Sale of any of its shareholding in 

WIAL.” This decision started the process for an LTP amendment. 

17. The ‘no sale’ option in the NOM did not address the Council’s underlying balance sheet 

risks, particularly the lack of diversification in the Council’s investment portfolio and the 

underinsurance risk. 

18. The proposed removal of the share sale and fund establishment from the LTP, without 

other mitigating measures, leaves the underlying financial risks unaddressed. It also 

likely severely compromises the Council’s ability to meet the LGA requirement for 

prudent financial management. 

19. In the absence of the decision to sell the shares and establish a suitably sized fund 

with the proceeds, the main lever available to Council to maintain the prudent financial 

management of the LTP is to hold increased insurance headroom on the Council’s 

balance sheet.  

20. Reducing the LTP capital programme is the most effective way to free up borrowing 

headroom (within existing limits) to address some of the underinsurance risks. 

However, even with increased headroom and a small disaster resilience fund, a 

significant amount of insurance risk and the risk from lack of diversification risk 

continues to remain unaddressed.  

NLTP funding 

21. In addition to this, the National Land Transport Plan (NLTP) funding is lower than was 

assumed in the 2024-34 LTP. This amounts to lost revenue of approximately $68m 

over years 1 to 3 of the LTP. Due to this, there are further reductions required to the 

capital programme to ensure there is no impact on our debt capacity. This means a 

further reduction of approximately $130m is required. The proposed reductions are 

based on the projects that have not received funding through the NLTP. Adjustments 

have been made to savings amounts to reflect the reduced contribution from Greater 

Wellington Regional Council with respect to Bus Priority projects. 

Long-term Plan 2024-34 Amendment – timeline 

22. At its meeting on 29 October 2024, the Committee received advice on the timeline for 

amending the LTP 2024-34. Both the Annual Plan and LTP amendment need to be 

approved and adopted before 1 July 2025. To ensure that the LTP amendment can be 

completed by 30 June 2025, officers have worked to a constrained timeline to develop 

advice relating to the capital programme:  

- 12 November – Committee workshop: financial prudence and insurance 

- 13 November – Committee workshop: capital programme review 

- 21 November – Committee Q&A/briefing on the capital programme review 

- 26 November – Committee meeting: capital programme review 
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23. The LTP amendment will run in conjunction with the development of the 2025/26 

Annual Plan. The proposed LTP amendment – a No Sale of the WIAL shares – will be 

subject to public consultation, alongside other options to address the Council’s 

insurance and diversification risks.  

Kōrerorero | Discussion  

Insurance risks 

24. In the 2021-31 LTP, WCC recognised $272m insurance headroom within its debt to 

revenue ratio limit of 225%. This headroom was to address the Council’s uninsured risk 

of its assets, estimated to be $272m at that time. Since the 2021-31 LTP was 

developed, this underinsurance risk has increased significantly.  

25. At the adoption of the LTP in June 2024, modelling of Council’s insurance risks showed 

that Council was underinsured by approximately $2.6b, substantially more than the 

$272m debt headroom allowed for in the previous 2021-31 LTP. Based on updated 

probabilistic loss modelling, the underinsurance is estimated at approximately $1.8b 

(as at 15 November). The work which underpins the new understanding of the risk has 

been developed and led through the insurance roadmap, which has been reported to 

the Audit and Risk Committee.    

26. There are a number of factors that have contributed to the change in the estimated 

underinsurance gap, which are discussed in the 20 November Audit and Risk 

Committee paper. A key factor has been the assessment of the impact on the above 

ground/vertical assets as a result of more refined probabilistic modelling.    

27. Notwithstanding that the amount has now decreased, Council’s balance sheet does not 

have the capacity to retain the full amount of this underinsurance risk, meaning that 

Council is exposed to potential losses in excess of its risk bearing capacity. The 

Council needs to look to other methods of risk financing to mitigate the increased 

underinsurance risk.  

28. Increasing the amount of insurance headroom to $500m (achieved by proposed 

reductions to the capital programme and keeping the debt to revenue ratio limit at 

225%) will help to manage this risk and ensures the Council is being financially 

sustainable. However, this needs to be balanced with the need to appropriately invest 

in maintaining existing assets, and meet our LTP priorities. Therefore, the amount of 

decrease in the capital expenditure programme needs to be carefully considered. 

Councillors need to ensure that decreasing its capital programme is not creating future 

risks or indeed managing its assets imprudently. Such examples would include not 

investing for known impacts of climate change or not investing sufficiently in renewals 

and existing assets. 

Financial Prudence 

29. Council has a statutory obligation to ensure prudent management of the city’s assets 

and liabilities. This is set out in Section 101 of the Local Government Act 2002 which 

states: 
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“A local authority must manage its revenues, expenses, assets, liabilities, investments, 
and general financial dealings prudently and in a manner that promotes the current and 
future interests of the community”. 

30. The 2024-34 LTP received an unqualified audit opinion and struck the necessary 

balance providing a reasonable basis for long-term integrated decision making and 

coordination of the Council’s resources. WCC needs to ensure the amended LTP also 

strikes this balance while considering both current and future interests of the 

community. In order to do so it must demonstrate financial prudence. 

31. Financial prudence has no clear legal definition and demonstrating prudence will 

depend on a Council’s individual circumstances. However, certain factors need to be 

taken into consideration.  

32. In addition to s101, the Local Government Act 2002 includes the following, mandatory 

provisions to guide financial prudence: 

a. Section 102 states “A local authority must, in order to provide predictability and 
certainty about sources and levels of funding, adopt the funding and financial 
policies”. 

b. Section 100 states “A local authority must ensure that each year’s projected 
operating revenues are set at a level sufficient to meet that year’s projected 
operating expenses. A local authority may set projected operating revenues at a 
different level from that required by that subsection if the local authority resolves 
that it is financially prudent to do so. 

c. In considering financial prudence, the local authority must have regard to: 

i. maintaining levels of service; 

ii. maintaining service capacity and integrity of assets; 

iii. intergenerational equity; and 

iv. compliance with local authority funding and financing policies 
(established under Section 102).”  

33. There are also other considerations in respect of managing Council’s finances 

prudently. These include: 

a. Condition and performance of assets – ensuring we have balance sheet 
resilience (including deferral of works such as mitigations for climate change); 

b. Ensuring we are fully funding depreciation and retaining a balanced budget; 

c. Debt and credit ratings; 

d. Insurance risks; 

e. Climate change and other known impacts on our assets; 

f. Unplanned events; and 

g. Rates affordability. 

225% self-imposed Debt to revenue ratio limit 

34. As part of a Councils financial strategy, a Council must set a quantified limit on its 

borrowing. WCC set a 225% debt to revenue ratio limit in its 2024-34 LTP as part of the 

financial strategy. This is the same limit as the 2021-31 LTP. 
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35. The Council could borrow up to a maximum of 280% debt to revenue, which is the 

covenant set by the Local Government Funding Agency. The Council undertakes all its 

borrowing through the Agency, which provides the Council with the cheapest cost of 

debt it can obtain. 

36. Officers consider it would be imprudent to borrow up to this limit for two key reasons: 

i. Rates affordability (i.e., increased borrowing leads to operating costs such as 
interest which must be repaid, generally through rates); 

ii. Council needs to maintain the ability to borrow to deal with unexpected and 
unknown events 

37. Officers therefore recommend that the debt to revenue ratio remains at 225%. 

Rates affordability 

38. WCC has set a rates limit through the financial strategy in the 2024-34 LTP, of between 

5-8% (excluding the sludge levy) on average over the ten years of the LTP. The 

average rates increase over this ten year period is forecasted to be 8%. 

39. The 2007 Shand report, reviewing Local Government rating, suggested a benchmark of 

rates around 5% of household income being affordable. No subsequent reports have 

defined a benchmark for rates affordability. Currently most suburbs in Wellington are 

below this threshold, but some are nearing it, and this is expected to grow under the 

current LTP.  

40. The basis for the rates increase limit is to balance affordability with increased 

investment required in our infrastructure. On average Wellington residents pay a lower 

share of their household income on rates compared to surrounding areas. Many 

residents benefit from relatively high incomes comparative to the New Zealand 

average. We also have a significant commercial sector, which allows residents to afford 

higher levels of services than other smaller centres.  

41. We are, however, seeing a significant increase in ratepayers seeking payment plans 

and rates rebates. This indicates the affordability of rates is becoming more 

challenging. The Council had approximately 600 payment plans set up over the last 

quarter, compared to approximately 200 in the previous year. 

42. Rates are the principal source of revenue for the Council’s activities. In 2024/25, the 

forecasted revenue from rates is expected to be 58% of total revenue.  

43. While an increase in debt headroom could theoretically be achieved by increasing 

revenue such as rates, given the concerns around rates affordability, this is not 

recommended. It is proposed that the existing rates limit (an average of 5-8% over the 

LTP period) be retained.  

44. Officers instead propose to increase the debt headroom through a reduction in the 

capital programme. 

Unexpected and unknown events 

45. Wellington has had some significant weather events in recent years, including large 

rainfall and slips. The costs to remediate these have been significant and not planned 

for. 
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46. The Christchurch and Kaikoura earthquakes, Cyclone Gabrielle and the Auckland 

floods were extreme natural events that have cost the country significantly to rebuild 

and remediate. 

47. During the Covid-19 pandemic, the Council had a significant shortfall in its operating 

revenue, including less or no dividend from the Wellington International Airport Limited. 

The Council borrowed to cover the shortfall, to ensure that ratepayers and our 

community didn’t face further rates increases. These borrowings are being repaid over 

time through rates. 

48. The Council also has numerous earthquake prone buildings and there are uncertainties 

about the cost of remediation in the future. 

49. The debt capacity WCC holds above the 225% helps to mitigate the risk of such future 

unexpected and unknown events.  

$500m debt headroom for insurance  

50. In the 2021-31 LTP, the Council provided $272m headroom to respond to the 

estimated scale of underinsurance at that point in time. Between the 2021-31 and 

2024-34 LTPs the scale of the Council’s underinsurance risk increased significantly, 

beyond the Council’s ability to fully provide for the estimated loss via its debt 

headroom. The proposal to sell the airport shares and invest in a perpetual investment 

fund was the Council’s response to this increased risk. 

51. While the Council has decided to no longer pursue an airport sale, the increase in the 

insurance risk requires a meaningful response in order to maintain a financially prudent 

strategy. Officers’ recommendation to increase its debt headroom for insurance to 

$500m in this LTP amendment is based on a similar approach to that taken by other 

Councils. In particular, Christchurch City Council is seeking to maintain a minimum 

$600m headroom in its debt capacity as a result of a recent increase in its insurance 

valuations.   

52. The debt headroom increase to $500m needs to be significant, based on the significant 

increase of the underinsurance risk. There will not be sufficient overall headroom to 

completely mitigate this risk, either at $1.8b or $2.6b. Therefore, the reduction of the 

underinsurance risk based on updated modelling does not impact Officers’ 

recommendations. 

53. In total, the $500m debt headroom for insurance plus the ability to borrow above the 

Council’s self-imposed debt to revenue limit of 225% up to its debt to revenue covenant 

of 280% provides the Council with approximately $1b of headroom in response to a 

major event. 

 

Summary of recommended way forward 

54. Based on these factors, Officers recommend that the financial strategy for this LTP 

amendment include the following elements: 

- a 225% debt to revenue ratio. 

- increase the allocation of headroom for insurance from $272m to $500m, to be 

provided for under the 225% limit. This increase in insurance headroom will be 
facilitated through a reduction in the capital programme. 

- maintain the limit on rates increases at 5-8% on average over the 10-year 

period. 
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Reviewing the capital programme: principles 

55. Officer have utilised five principles to inform their proposal on the capital programme 

review. This was noted by Committee at its 29 October 2024 meeting. The principles 

are: 

a. Renewals – The capital programme should prioritise the maintenance and 
renewals of existing assets over upgrading or building new. Under the current 
LTP, renewals expenditure is already set at 75% of unconstrained renewal 
funding (apart from water) for the first ten years of the plan, and this is subject 
to a matter of emphasis by the auditor1; any cuts to the capital programme 
should avoid further reducing renewals expenditure;  

b. In train – Projects that are substantively in train (i.e., contractually committed 
and spend well advanced) should continue; 

c. Legislative – The capital programme should ensure the Council meets its 
legislative and regulatory requirements;  

d. Early savings – Changes/reductions are required over the full term of the LTP, 
however, savings that can be found early should be prioritised as they have 
more significant impacts on operating costs and capital savings required over 
the later years of the programme; and  

e. Development contributions – Projects part funded from development 
contributions could move to later in the LTP period, but if removed from the plan 
entirely, development contributions would need to be returned and/or the DC 
policy amended. 

56. Officers applied these principles to the review of the LTP capital programme, 

establishing which capital items are within scope of the review. Further refinements 

were made once projects were considered against: 

• Risks – risks associated with stopping, rephasing, rescaling or continue 
programme and projects; 

• Levels of service – potential impacts on levels of service; 

• Interdependencies – links between programmes and projects within scope of 
the review; and 

• Priorities – impact on adopted priorities agreed in the LTP 2024-34. 

57. Based on the above approach, officers developed recommendations for the 

programmes and projects considered within scope as follows:  

a. No change – the programme or project continues as outlined in the LTP; 

b. Low level of change – the programme or project is recommended for rephasing 

over the remaining nine years of the LTP; 

 
1 The LTP 2024-34 audit opinion noted emphasis of two matters: uncertainty and risks over planned 
renewals of three waters assets, and risks associated with plans to defer renewals of transport and 
operational assets. These factors were taken into account when determining the principals to be 
applied to the review of the capital programme. 
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c. Moderate level of change – the programme or project is recommended to 

continue but will be rephased out of the current LTP into Year 11 and beyond; 

OR 

Moderate level of change – the programme or project is recommended for 

rephasing and rescoping. It could remain in the out years of the LTP or be 

moved into years 11+; 

d. High level of change – stopping the programme or project is recommended. 

Impact of Inflation 

58. We have updated our analysis to include the estimated impact of inflation on rephased 

and rescoped budgets. In some instances, this results in an overall increase in project 

budgets due to the impact of additional inflation in out years. These inflationary impacts 

are estimates only, as inflation rates become more uncertain in outer years, and these 

calculations have not been fully modelled through our budgeting system. The draft 

budget that will be provided to the Committee for its 17 December meeting will include 

the full impact of inflation.  

Impact on Operating Costs 

59. Reductions to the capital programme will likely result in reductions to depreciation and 

interest costs. This will lead to a reduction in the rates revenue required and therefore 

will impact the debt to revenue ratio. For example, if the Council’s revenue reduced by 

$100 in any given year, a reduction in the Councils borrowing of $225 would be 

required to maintain the debt to revenue ratio. The resulting impact from a reduction in 

the capital programme will be calculated and included in the draft budget provided for 

the Committee meeting of 17 December 2024. 

Review of current year budgets (year 1 of LTP) 

60. While initially focused on years 2 to 10 of the LTP, officers have also reviewed current 

year projects that are yet to commence or to have funding committed, to determine if 

any of these projects can also be reduced, rephased, or rescoped in line with the 

principals. Through this process, an additional $45m of year 1 savings were identified. 

Annual Plan impacts 

61. The 2025/26 Annual Plan processes are being run in parallel to the LTP Amendment. 

This means budget items not subject to the LTP Amendment are being considered 

simultaneously. Through this process we have identified two areas of additional 

savings not included in Attachment 1. These savings are included in the total savings 

identified: 

• a miscalculation in the waste collection service bins due to late rephasing which 
has now been corrected in the budget with a saving of $13.6m in year 2. 

• an ability to remove the budget for the Newtown Community Hub in years 8 and 
9 of the LTP as this is now incorporated in the Te Awa Para budget – a saving 
of $24.8m. 

Internal Savings 

62. Officers have also identified a number of internal projects which can be rescaled. 

These relate to unscheduled renewals and the capital replacement fund. These 

savings equate to $3.1m in years 1 to 6, and an additional $10.6m in years 7 to 10, 

with total savings over the LTP of $13.7m. These amounts are included in the total 

identified savings. 
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63. There are a small number of IT renewal related projects that officers are continuing to 

review in order to identify the risks of rescaling or rephasing these renewals. We will 

bring back further advice regarding possible savings options with the draft budget on 

17 December. 

Total savings identified 

64. After applying the principles and taking the above matters into consideration, officers 

have identified total savings options of $558m from the capital programme as follows: 

- $45m of savings in the current year (year 1 of LTP) 

- 419m of savings in year 2 to 6 of LTP 

- $123m of savings in year 7 to 10 of LTP 

Savings options are outlined in Attachment 1. 

Disaster Resilience Fund and Insurance Roadmap 

65. In addition to the capex reduction options listed in this paper, on 29 October, the LTP 

Committee reinitiated work on a perpetual investment fund (now a disaster resilience 

fund) and agreed that it would be consulted on as part of the LTP amendment.  Officers 

will bring back advice by December on the following: 

- Options for structure and objectives for the disaster resilience fund; 

- Options for capitalisation that could be used to establish the disaster resilience 

fund (i.e., advice on ground leases, carbon credits and/or other sales); and 

- How a disaster resilience fund can work alongside other work being explored 

through the Council’s insurance roadmap (outlined below). 

66. Work is also progressing on an Insurance Roadmap. This includes: 

- completing detailed risk modelling of the Council‘s assets to inform risk 

selection and more targeted purchasing; and  

- developing alternative risk transfer methods to provide more insurance cover for 

Wellington City Council assets than can be purchased via traditional insurance 
products. 

67. One alternative risk transfer method (as introduced via the Unaunahi Māhirahira | Audit 

and Risk Committee on 14 August 2024) is a captive insurance company. Officers are 

actively working on if/how a captive insurer could help contribute to the Council’s 

insurance gap, noting it would only provide a part of the overall solution. However, a 

captive insurer is a complex solution. It needs to be considered carefully to ensure it is 

a viable option and that it could be set up in a way that would meet the Council’s 

objectives. 

68. This option needs to be considered alongside the establishment of a disaster resilience 

fund, as there are important ways in which the fund and a captive insurance company 

could be designed to support each other. 



 

Item 2.1 Page 21 

Kōwhiringa | Options 

69. In order to increase debt headroom there are two key options: reducing the capital 

programme or increasing revenue. Council’s primary lever to increase revenue is to 

increase rates. Given the concerns (detailed in this paper) around rates affordability, 

this option is not viewed as reasonably practicable. Accordingly, this paper focuses on 

capital programme changes to support a reduction in the capital programme, and 

thereby increase debt headroom for the organisation. 

70. Options to reduce the capital programme are: 

a. officer recommended: capital reductions as per Attachment 1. This based on 
the principles developed by officers; 

b. alternative reductions within the capital programme. 

71. Option A is recommended as the option that most aligns with Council’s strategic 

objectives, minimises the risk of losing sunk costs, and meets legislative requirements. 

Given that the savings identified fall primarily within years 2-6 of the LTP, this option 

provides the most effective savings. 

72. Should the Committee resolve capital reductions significantly short of the number 

recommended, there is a risk that Council may not be able to demonstrate financial 

prudence given the risks it faces. 

Whai whakaaro ki ngā whakataunga | Considerations for decision-making 

Alignment with Council’s strategies and policies 

73. The 2024-34 LTP outlines a number of Council strategies and policies. The NOM 

unwinds the critical part of the LTP’s Financial Strategy without a specified alternative 

plan, leaving the Council’s underlying financial and balance sheet risks unaddressed. 

This paper outlines the approach to help mitigate the financial and balance sheet risk.  

74. The proposed capital reductions are recommended as the option that most aligns 

with Council’s strategic objectives while delivering the identified capex reductions. 

Engagement and Consultation 

75. A full LTP amendment process would be undertaken including community consultation 

on the reasonably practicable options to address the Council’s insurance and financial 

resilience risks and any other impacts. 

76. A full engagement plan will be presented to the committee at its February 2025 

meeting.  

Māori Impact Statement 

77. This LTP amendment process has been initiated as a result of the Council’s previous 

decision to support the NOM. Through this NOM process, the Council’s relationship 

with our Tākai Here partners was negatively impacted with currently uncertain longer-

term implications for the partnership. It is therefore particularly important that the 

amendment process seek to positively uphold the partnership.  
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78. Commitment to our Tākai Here partners was not explicitly outlined in the principles for 

decision making and while officers have considered Council’s commitment to Tūpiki 

Ora and our Tākai Here partnership in relation to capital programme reductions, a full 

assessment to measure the impact of programme reductions needs to be completed 

following the decisions outlined in this paper. 

79. Currently capital projects and programmes include consideration of Council’s LTP 

priority to celebrate and make visible te ao Māori across our city and our commitment 

to integrating te ao Māori into every aspect of our work.   

80. While the quantity of capital programmes and projects may be reduced or deferred, the 

quality standards we have set for ourselves, our partners and our communities in 

bringing te ao Māori to life through cultural expression and design should be upheld. 

Financial implications 

81. Full financial implications will be developed and brought back to the Council as part of 

the Annual Plan budget and LTP amendment process. A draft budget will be brought 

back to the Committee on 17 December which will include: 

- Recommended budget adjustments as part of the Annual Plan process; 

- The updated capital programme; 

- The depreciation and interest implications of the amended capital programme; and  

- Updated debt to revenue ratio calculations 

Legal considerations  

82. Council has a statutory obligation to ensure prudent management of the city’s assets 

and liabilities. As previously noted, this is set out at Section 101 of the Local 

Government Act: 

83. “A local authority must manage its revenues, expenses, assets, liabilities, investments, 

and general financial dealings prudently and in a manner that promotes the current and 

future interests of the community”. 

84. The proposed reductions to the capital programme play a critical role in creating 

sufficient headroom to demonstrate a prudent financial strategy. 

Risks and mitigations 

85. The primary risk associated with this decision relates to financial prudence. Should the 

Committee resolve capital reductions significantly short of the number recommended, 

there is a risk that Council may not be able to demonstrate financial prudence given the 

financial risks it faces.  

86. The capital reductions proposed will incur other risks and impacts including: 

- Community dissatisfaction from changes to the capital programme. 

- Reduced ability to achieve some KPIs and/ or strategic objectives. 

- Reduced Level of Service (LoS), city transformation takes longer to achieve. 
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- Possible loss of some sunk costs depending on which projects are agreed to. 

- Rephasing may result in higher costs in the future. 

87. Proposed significant reductions in the capital programme may lead to a reduction in a 

level of service provided by Council. If this change is significant, this will need to be 

consulted on through the Long-Term Plan amendment process. Officers will assess the 

changes prior to the next committee meeting so that any required matters can be 

included in the consultation document.  

88. The LTP Amendment is being developed on the working assumption that water reform 

does not result in any dis-advantageous impacts on the Councils balance sheet. 

Should anything result in a deviation from this, there is a risk that there could be a 

decrease in borrowing capacity. 

Disability and accessibility impact 

89. Full details will be developed through the LTP amendment process. Projects that aim to 

improve the city’s accessibility for people with disabilities or meet accessibility 

requirements may be impacted by changes to the capital programme. 

Climate Change impact and considerations 

90. Full details would be developed through the LTP amendment process. Projects that will 

help meet our emission reduction target may be impact by capital programme changes. 

Communications Plan 

91. A full communication plan will be developed to be used across the amendment 

process, including key messaging, information on what is in and out of scope and 

updates to a public website, similar to the process used for the 2024-34 LTP. 

Health and Safety Impact considered 

92. The health and safety implications of any changes to the LTP will be considered as part 

of future reports. 

Ngā mahinga e whai ake nei | Next actions 

93. The next report will present a draft budget for the 2025/26 Annual Plan and LTP 

amendment for approval on 17 December 2024. Officials will bring back further advice 

regarding any further possible savings options at the same time. 

A draft consultation budget be presented to Committee for audit approval on 13 February 
2026. 
 

Attachments 
Attachment 1. Capital programme review details   Page 24 
Attachment 2. Full Capital Programme   Page 52 
  

  



KŌRAU TŌTŌPŪ | LONG-TERM PLAN, FINANCE, 
AND PERFORMANCE COMMITTEE 
26 NOVEMBER 2024 

 

 

 

 

Page 24 Item 2.1, Attachment 1: Capital programme review details 
 

  

Page 1 of 26 
 

Capital Programme Review 

Principles 
1. A series of principles were used to guide advice on which capital projects and programmes could be 

reduced, rephased or removed. These were previously shared with the LTP Committee on 10 October 
and 29 October. They are: 

 Renewals – The capital programme should prioritise the maintenance and renewals of existing 
assets over upgrading or building new. Under the current LTP, renewals expenditure is already set 
at 75% of unconstrained renewal funding (apart from water) for the first ten years of the plan, 
and this is subject to a matter of emphasis by the auditor.  Any cuts to the capital programme 
should avoid further reducing renewals expenditure.   

 Projects in train – Projects that are substantively in train (i.e., contractually committed and spend 
well advanced) should continue to avoid the loss of sunk costs.  

 Legislative – The capital programme should ensure the Council meets its legislative and 
regulatory requirements.   

 Early years – Changes/reductions are required over the full term of the LTP, however, savings 
that can be found early should be prioritised as they have more significant impacts on operating 
costs and capital savings required over the later years of the programme. 

 Development contributions – Projects fully or part funded from development contributions could 
move to later in the LTP period, but if removed from the plan entirely, development contributions 
would need to be returned and/or the DC policy amended. This should be avoided. 

Further refinement 
2. By applying the above principles, projects/activities that are within scope of the review were 

identified. In-scope projects/activities were further assessed against the following: 

a. The risks associated with changes to the projects, programmes and/or activities  

b. Any impact on strategic priorities identified in the LTP  

c. Any impact on Levels of Service  

d. Any interdependencies / links between programmes and projects (e.g connections to DCs, revenue 
streams, other projects such as between Urban Development and Transport) 

3. Each project / programme of work programme on the list below has a recommendation in one of the 
following categories: 

a. No change: the programme or project continues as outlined in the LTP  

b. Low level of change: the programme or project is recommended for rephasing or rescoping but 
remains in the LTP 

c. Moderate level of change: the programme or project is recommended to continue but will be 
rephased out of the current LTP into Year 11 and beyond; OR 

Moderate level of change: the programme or project is recommended for rephasing and 
rescoping, It could remain in the out years of the LTP or be moved into Years 11+. 

d. High level of change: It is recommended to stop the programme or project. 

4. The results of the work for consideration are represented in the tables of this document. They are 
grouped by the following strategic activity areas: 

 Governance 
 Environment 
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Overall review approach 
The activity areas 2.3, 2.4 and 2.5 relate to our three waters network and are out of scope of this review due to the requirements of the Local 
Water Done Well Reform, which states: 

“Requirements for councils to include in their Plans baseline information about their water services operations, assets, 
revenue, expenditure, pricing, and projected capital expenditure, as well as necessary financing arrangements, as a first 
step towards future economic regulation.” 

Applying the principles, the renewals budgets in 2.1 Gardens, Beaches and Open Spaces, 2.2 Waste, and 2.6 Conservation Organisations were 
excluded from the review.  

Example of other projects categorised as out of scope of the review in this area are:  

 Te Whare Wai Para Nuku Sludge Minimisation Facility: the project is underway with construction well advanced. It is also has separate IFF 
funding. Therefore, it is out of scope. 

 Southern Landfill extension: Pre-liminary work is underway with the contractor due to be appointed by the end of 2024, with the main work 
starting in January 2025. Therefore, it is out of scope. 

 Waste collection changes: This area was subject to extensive consultation in the 2024 LTP and received strong public support. It also has high 
levels of risks associated with delays. These are the same as those outlined as part of the 2024 LTP and included in the consultation document: 
the contract renewal, end of life of the fleet, the need for greater recycling capacity and the issues associated with bags over wheelie bins. 
There would also be an impact on revenue due to the planned implementation of the waste targeted rate.  

 Lincolnshire/Belmont/Stebbings: These projects are funded through development contributions and are out of scope as they are not debt 
funded.  

 Zealandia upgrades: These are planned for the out years of the programme. There are conservation impacts of not renewing the Zealandia 
perimeter fence as planned. 
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The projects that need to be reduced due to the lost NLTP funding are also the same ones that are deemed in scope of the wider capex review, 
limiting the savings that can be made.  

Example of other projects categorised as out of scope of the review in this area are:  
 Thorndon Quay and Hutt Road: This project underway, with construction well advanced. The majority of funding is for the current 

financial year. Therefore, it is out of scope. 
 New roads: There are projects in the out years that are tagged to the development of land in the Lincolnshire/Stebbings/Tawa area. 

These are funded by DCs and also out of the time needed to make savings. Therefore, they are out of scope. 

National Land Transport Plan funding 
In addition to the overall savings review, this area is also impacted by the reduction in funding from the National Land Transport Plan (NLTP). 
New Zealand Transport Agency | Waka Kotahi (NZTA Waka Kotahi) approves funding on a three-year cycle based on the Government’s priorities 
for the same period. The funding level approved for one three-year period is not an indication of funding in the future years.  

To date NZTA Waka Kotahi has co-funded the majority of the Council’s transport programme at a Funding Assistance Rate (FAR) of 51%. The 
2024 LTP assumed that this level of funding would continue. However, the level of funding provided is dependent on the amount of funding 
available nationally. Due to national funding constraints, the 2024-27 the allocation was less than budgeted. 

During development of the Long-Term Plan (LTP) and as part of the Regional Land Transport Plan (RLTP), the Council submitted a funding bid to 
the National Land Transport Plan (NLTP) for assistance funding for the transport program between 2024-27. The bid consisted of five parts:  

 Maintenance, Operations and Renewals (MOR) – the programme of maintenance and renewal of roading and structure infrastructure. 
 Low-Cost, Low-Risk (LCLR) – includes items such as safety programmes, resilience projects, behaviour change and minor works up to a 

maximum investment of $2m per project.  
 Improvements – includes items such as new builds, street changes and improvements to level of services on existing assets such as the 

bike network programme projects. The investment is from $2m per project. 
 Investment planning (only opex) – includes business as usual funding for transport strategy development such as the Wellington City 

Transport Plan. 
 Road safety promotion (only opex) – includes safety promotion and education activities that promote the safe use of the land transport 

network through education, awareness raising and by public information to users of the transport network. Conducted in co-ordination 
with the GWRC and The Police. 

The total revenue loss for Years 1 to 3 compared to the LTP budget assumptions is $68.2 million ($63.2 million capex and $5 million opex). The 
total loss of revenue of $68.2 million assumes GWRC continue its funding for 50% of the costs of the Rapid Transit Bus Corridor Programme 
(Harbour Quay and Eastern Connection). The GWRC contribution to these projects is $29.1 million over Years 1-3 of the LTP. 

A key focus for the review of the Transport programme in response to the decreased NLTP funding has been to neutralise the impact on the 
Council’s 2024 LTP Financial Strategy borrowing limits – a debt:revenue ratio of 225%. Consequently, an additional saving of about $130m 
transport capex needs to be found.  
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Impact of the shortfall 
 Maintenance, Operations and Renewals (MOR): In the 2024-34 LTP it was assumed that 80% of the MOR programmes would receive 51% 

funding from NZTA Waka Kotahi. It has agreed to fund 83% of the programme for the 2024-27 period, an increase of $0.9m. 
 This area is out of scope of the overall capex review as it is renewals budget items. 

 Low-Cost Low-Risk (LCLR): In the 2024-34 LTP it was assumed, based on “normal” LCLR funding received, that 83% of the LCLR programmes 
would receive 51% funding from NZTA Waka Kotahi. NZTA Waka Kotahi has declined to provide any funding for LCLR programmes over the 
2024-27 period. This decision leaves a revenue shortfall of $24.3 million over the 2024-27 period for LCLR projects. This funding shortfall 
impacts the following LCLR programmes transport minor works: 
 cycling minor works, 
 slip remediation,  

 minor resilience 
improvements,  

 walking improvements,  

 safer route to school,  
 parking upgrades,  
 LED upgrades,  

 speed management, and  
 travel demand 

management. 
 Improvements: In the 2024-34 LTP it was assumed, based on “normal” improvements projects funding, that an average of 89% of the Improvement 

Projects would receive 51% funding from NZTA Waka Kotahi. NZTA Waka Kotahi has only agreed to fund 46% of the projects to this level. This leaves 
a revenue shortfall of $35.8m over the 2024-27 period for Improvements projects.  
 The projects which have received funding as assumed are listed below: 

• Chaytor Street wall strengthening project ($9.1m),  
• Grosvenor Terrace wall strengthening ($2.8m at enhanced FAR of 76%), and  
• Bike Network projects already underway ($9.6m).  
• Golden Mile upgrades ($63.3m in capex and $1.3m in opex) 
• Thorndon Quay upgrades ($26.3m) 

 The remaining improvements projects have not received any funding from NZTA Waka Kotahi. These projects include: 
• Central City Corridors Improvements – Harbour Quays ($44.4m) and Eastern corridor connections ($14.9m) joint bus priority projects 

50/50 funded together with GWRC.  
• New road – Mark Ave to Grenada North ($7.9m) 
• Resilience Improvements – Aotea Quay Overbridge investigation ($0.6m) and Kelburn Viaduct seismic strengthening with investigation 

and design between year 1 to 3 of LTP ($0.5m) 
• Bike Network Programme – Evans Bay Stage 2, Brooklyn and the next tranche of the programme - approximately 20 km of the strategic 

network to be delivered by end of year 3 ($39m). 
Note: the central city walking and cycling upgrades projects are part of the improvements programme, however Council did not seek or assume 
funding assistance in the LTP – this programme budget is $18.5m over 2024-27 period. 
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DECISION REGISTER UPDATES AND UPCOMING 
REPORTS 
 
 

Kōrero taunaki | Summary of considerations 

Purpose 

1. This report provides an update on which previous decisions have been implemented 

and which are still outstanding. It also provides a list of items scheduled to be 

considered at the next two meetings (hui).  

Strategic alignment 

2. N/A. This report is considered at every ordinary meeting and assists in monitoring 

progress. 

Author Leteicha Lowry, Senior Democracy Advisor  

Authoriser Sean Johnson, Democracy Team Leader 
Andrea Reeves, Chief Strategy and Finance Officer  

 

Taunakitanga | Officers’ Recommendations 

Officers recommend the following motion: 

That the Kōrau Tōtōpū | Long-term Plan, Finance, and Performance Committee: 

1. Receive the information. 
 

Whakarāpopoto | Executive Summary 

Decision register updates 

3. A full list of decisions, with a status and staff comments, is available at all times on the 

Council website. Decisions where work is still in progress, or was completed since the 

last version of this report can be viewed at this link: 

https://meetings.wellington.govt.nz/your-council/decision-

register?UpdatedSinceLastMeeting=true&CommitteeName=K%C5%8Drau+T%C5%8D

t%C5%8Dp%C5%AB+%7C+Long-

term+Plan%2C+Finance%2C+and+Performance+Committee%2BP%C5%ABroro+Tah

ua+%7C+Finance+and+Performance+Committee%2BP%C5%ABroro+Maherehere+%

7C+Annual+Plan+%7C+Long-Term+Plan+Committee  

4. If members have questions about specific resolutions, the best place to ask is through 

the written Q&A process. 

5. This body passed 18 resolutions at the last meeting. All are now complete.  

6. 65 in progress resolutions were carried forward from previous reports:  

• 3 are now complete and 62 are still in progress.  

Upcoming reports  

7. The following items are scheduled to go to the next two hui:  
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8. Rāapa, 11 Hakihea 2024 (Wednesday, 11 December 2024):  

• 2025/26 Annual Plan approve draft budget (Chief Strategy and Finance Officer). 

• Statements of Expectation to Council-controlled organisations (Chief Economic 

and Engagement Officer). 

• CCO Board Appointments (Chief Economic and Engagement Officer). 

• Water Reform - Preferred delivery model and consultation options (Chief 

Infrastructure Officer). 

• Report of the Unaunahi Māhirahira | Audit and Risk Committee of 20 November 

2024.  

9. Rāpare, 13 Hui-tanguru 2025 (Thursday, 13 February 2025): 

• 2024-34 LTP Quarterly 2 Performance Report (Chief Strategy and Finance 

Officer). 

• Te Toi Mahana Quarterly Report (Chief Infrastructure Officer). 

• Rating Policy Review Consultation Outcome & Updated Rating Policy (Chief 

Strategy and Finance Officer). 

Takenga mai | Background 

10. The purpose of the decisions register is to ensure that all resolutions are being 

actioned over time. It does not take the place of performance monitoring or full 

updates. A resolution could be made to receive a full update report on an item, if 

desired.  

11. Resolutions from relevant decision-making bodies in previous trienniums are also 

included.  

12. Elected members can view public excluded clauses on the Council website: Council 

meetings decision register. 

13. The upcoming reports list is subject to change on a regular basis. 
 

Attachments 
Nil  




