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Have your say!

You can make a short presentation to the Councillors at this meeting. Please let us know by noon the working day
before the meeting. You can do this either by phoning 803-8334, emailing public.participation@wcc.govt.nz or
writing to Democratic Services, Wellington City Council, PO Box 2199, Wellington, giving your name, phone
number and the issue you would like to talk about.
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AREA OF FOCUS

The Governance, Finance and Planning Committee is responsible for long-term planning,
setting the strategic direction for the city, agreeing outcomes, priorities, performance
frameworks and annual budgets. The Committee is responsible for the long-term plan,
annual plan, annual report, and quarterly reports. The Committee also makes sure residents
are kept informed about what the Council is doing, are able to have their say, and feel
confident that their views count.

Quorum: 8 members
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1 Meeting Conduct

1.1 Apologies

The Chairperson invites notice from members of apologies, including apologies for lateness
and early departure from the meeting, where leave of absence has not previously been
granted.

1.2 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.

1.3 Confirmation of Minutes
The minutes of the meeting held on 25 August 2016 will be put to the Governance, Finance
and Planning Committee for confirmation.

1.4 Public Participation

A maximum of 60 minutes is set aside for public participation at the commencement of any
meeting of the Council or committee that is open to the public. Under Standing Order 3.23.3
a written, oral or electronic application to address the meeting setting forth the subject, is
required to be lodged with the Chief Executive by 12.00 noon of the working day prior to the
meeting concerned, and subsequently approved by the Chairperson.

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 Governance,
Finance and Planning Committee.

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 meeting.

Minor Matters relating to the General Business of the Governance, Finance and
Planning Committee.

No resolution, decision, or recommendation may be made in respect of the item except to
refer it to a subsequent meeting of the Governance, Finance and Planning Committee for
further discussion.
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2.

General Business

2015-16 ANNUAL REPORT

Purpose

1.

The purpose of this report is to present the Annual Report for the Council and Group
for the year ended 30 June 2016 to the Governance, Finance and Planning Committee
(the Committee) for review and confirmation.

Summary

2.
3.

The 2015/16 Annual Report is attached in Attachment 1 for the Committee’s review.

The Audit and Risk Subcommittee (the Subcommittee), under delegation from the
Committee, has the primary responsibility for reviewing and recommending the
adoption of the Council’s Annual Report. In accordance with this mandate the
Subcommittee reviewed the draft Financial Statements and Statements of Service
Provision at its meeting on 20 September 2016, involving a comprehensive review of
financial and service provision results for the year ending 30 June 2016. All
substantive issues raised and discussed by the Subcommittee at those meetings have
now been satisfactorily resolved.

No significant issues impacting the Financial Statements or Statements of Service
Provision have arisen subsequent to the Subcommittee’s 20 September 2016 meeting.
Therefore the Subcommittee recommends the formal adoption of the Annual Report to
the Committee and Council.

Recommendations

That the Governance, Finance and Planning Committee:

1.
2.

Receive the information.

Note that the Audit and Risk Subcommittee has reviewed the Financial Statements and
Statements of Service Provision in detail.

Recommend to Council:

a. That the Accounting Policies contained in the draft Financial Statements
(attached to the officers’ report) are formally confirmed for adoption for the
Financial Statements for the year ended 30 June 2016.

b.  The adoption of the Financial Statements and Statements of Service Provision for
Wellington City Council and Group within the Annual Report for the year ended
30 June 2016, subject to receiving final unmodified audit clearance from Audit
New Zealand.

Recommend to Council the adoption of the Annual Report for Wellington City Council
and Group for the year ended 30 June 2016 (attached in Attachment 1).

Recommend to Council that it delegate to the Chair of the Audit and Risk
Subcommittee and Chief Executive the authority to make minor editorial changes that
may arise as part of preparing the 2015/16 Annual Report document for publication.

Item 2.1 Page 7
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Background

5.

The Local Government Act 2002 requires the Council to prepare and adopt an Annual
Report containing audited financial statements within four months of balance date.
Section 111 requires the Council to comply with generally accepted accounting practice
(GAAP) in preparing the Annual Report

GAAP is defined by the Local Government Act to mean:

a. approved financial reporting standards (within the meaning of section 8 of the
Financial Reporting Act 2013) so far as those standards apply to local authorities
and council-controlled organisations; and

b. in relation to matters for which no provision is made in approved financial
reporting standards (within the meaning of section 8 of the Financial Reporting
Act 2013) and that are not subject to any applicable rule of law, accounting
policies that:

(i) are appropriate to the local authority or council-controlled organisation; and

(i)  have authoritative support within the accounting profession in New
Zealand.

The approved financial reporting standards referred to in section a) above are the
Public Sector Public Benefit Entity (PBE) Accounting Standards issued by the External
Reporting Board (XRB).

Section 99 of the Act requires that the Annual Report must contain the auditor’s report
on the Financial Statements and Statements of Service Provision and the Council’s
compliance with the requirements of Schedule 10 of the Act. All requirements of
Schedule 10 have been incorporated within the audited sections of the Annual Report.

Process and Timetable for Adoption of the Council’s Annual Reports

9.

10.

This section briefly outlines the process and checks that the Audit and Risk
Subcommittee (The Subcommittee) has undertaken in forming their view that the
Financial Statements and Statements of Service Provision fairly reflect the results of
the Council’s operations for the year ended 30 June 2016.

The adoption process agreed to by the Subcommittee at its meeting on 23 February
2016 is as follows:

Date: Action:

1.  ARS Meeting

23 February 2.  Subcommittee reviewed draft format for the 2015/16

2016 financial statements and approved the proposed sign-off
process.

3.
4.  ARS Meeting
5.

7 June 2016 6. Subcommittee further reviewed and conditionally approved
draft format for the 2015/16 financial statements and the
recommended changes to the draft financial overview.

7.
5 August 2016 Consolidated draft financial statements, including results of

operations and cash flows for the year ending 30 June 2016,

Item 2.1 Page 8
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Date: Action:
financial position as at 30 June 2016 and financial overview
available for final internal review and management sign off.
8 August 2016 Audit New Zealand commenced final audit fieldwork.

13 September
2016

8. Audit and Risk Subcommittee briefing on draft Annual
Report format changes, service provisions, draft financial results
including major provisions and issues.

20 September
2016

9. ARS Meeting

Subcommittee reviewed consolidated draft financial statements,
including results of operations and cashflows for the year ending
30 June 2016, financial position as at 30 June 2016 and
financial overview, subject to final Audit New Zealand clearance.
Subcommittee also reviewed Statements of Service Provision,
report on CCOs and report on mana whenua partnership.

Subcommittee reviewed the draft letter of representation.

Subcommittee recommended adoption of draft 2015/16 Annual
Report to Governance, Finance and Planning Committee.

28 September
2016
(scheduled)

10. Governance, Finance and Planning Committee
Meeting

Committee to recommend adoption of the draft 2015/16
Annual Report to Council.

28 September
2016
(scheduled)

11.  Council Meeting

Council to adopt draft 2015/16 Annual Report.

Management Letter of Representation issued to Audit New
Zealand.

Audit New Zealand sign Audit Opinion.

Media Release — Financial Results for the year ending 30 June
2016.

Delegated Responsibility of the Subcommittee to Review the Council’s Financial
Statements

The Audit and Risk Subcommittee has primary responsibility for the review of the
Council’s annual financial statements. This responsibility is delegated to it by the
Governance, Finance and Planning Committee. The overall responsibility for the
adoption of the Annual Report remains with Council.

The Annual Report publication

12.  The Annual Report is one of the Council’s core publications. A clear, concise and
readily accessible document is important in conveying the organisation’s strengths and
achievements over the last year.

Item 2.1 Page 9
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13. The publication itself will be prepared following Council’s approval of the version
presented here. A summary of the Annual Report will also be produced following its
adoption by Council. The summary, which is subject to audit clearance, will provide an
overview of the Council’s performance and financial position; outline highlights for each
strategy and provide information on key facts about the city.

Presentation of Financial Statements

Format of Financial Statements

14. There have been no significant changes to the format of the financial statements from
that presented to the Audit and Risk Subcommittee at the 20 September 2016 meeting.

Group Consolidation and Reporting

15. The attached financial statements include both the results of operations of Wellington
City Council as a separate legal entity together with Wellington Venues Project and the
Council’s interests in its joint venture arrangements. The Financial Statements also
include the various Group interests in Council subsidiaries and associate entities. A
summary of the reporting entity is outlined below.

o Wellington International Airport Limited. (WIAL)

Reporting Incorporates Interest
Entity
Council Wellington City Council (as a separate territorial
local authority). Includes:
=  Wellington Venues Project 100%
= Joint Ventures with Porirua City Council: 21.5%
o Spicer Valley Landfill 27.6%
o Wastewater Treatment Plant
Group Council (as above) plus:
» Subsidiaries (consolidated on a line by line basis)
o Positively Wellington Tourism (PWT) 100%
o Positively Wellington Waterfront (WWL) 100%
o Wellington Cable Car Limited 100%
o Wellington Museums Trust 100%
o Wellington Zoo Trust 100?’
o Wellington Venues Limited ;89/’
o Wellington Regional Economic Development °
Agency Limited (WREDA) 80%
- Creative HQ Limited is100%
owned by WREDA
* Associates (consolidated using equity accounting) 42.11%
o Wellington Water Limited 10:52%
o Chaffers Marina Holdings Limited. 34%

16. The Subcommittee has the primary responsibility for the review of the Council’s
consolidated Financial Statements. This includes both the Council and the Group. The
purpose of this section is to highlight the process for consolidating all entities within the

ltem 2.1
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Group, the current status of these entities’ Financial Statements and associated audits
and any significant financial issues and/or judgments in these Financial Statements.

Preparation of the Consolidated Financial Statements

17. There are a large number of entities within the Group and tight timeframes for
finalisation of the Group Financial Statements. During the planning of the financial
statements, finance representatives from each of the entities within the Group are
briefed on key year-end deadlines and requirements. Group entities are required to
complete the following:

o Year-end consolidation package.

o Consolidation / financial statement templates allowing for effective consolidation
and elimination of financial information.

o A letter of representation signed by the Chief Executive.

18. In addition, we require early advice of any significant or material issues arising from the
preparation of the financial statements or the completion of the audit. These reporting
requirements continue even after the consolidation package has been prepared and
submitted to the Council. The Council’s finance team is in constant contact with
Council Controlled Organisation (CCO) finance representatives to determine the status
of their year-end audits, any issues which are arising, and any consequential impact for
the Group Financial Statements.

Materiality of the Financial Results of Group Entities

19. Due to the size and structure of the Group the individual results of operations from
each Group entity are unlikely to ever be material, either individually or taken as a
whole, in relation to the consolidated Financial Statements. The nature and extent of
any individual issues arising from the preparation of the Financial Statements of the
Group entity are carefully considered. Where appropriate the Council will exercise its
judgment at a consolidated level as to how best to address these issues. At times, this
may result in differing treatment of financial issues at an individual entity and Group
level. Any differences in treatment of financial issues are outlined in this section.

Results from the Consolidation of Group Entity Financial Statements

20. In preparing the Group Financial Statements we have consolidated the results set out
in the consolidation packages returned in July. Any adjustments made subsequent to
the completion of the schedules will be reflected in the consolidated Financial
Statements. Most Group entities are now in the final stages of their audit process and
no significant matters have been brought to Council’s attention

Summary of Adjusted/Unadjusted Amendments to the Consolidated Group Financial
Statements

21. The following summarises the status of amendments to the Financial Statements of
group entities subsequent to the preparation of the consolidation packages:

Adjusted amendments made to the Group Financial Statements - $nil
Unadjusted amendments to the Council Financial Statements: - $nil
Unadjusted amendments to the Group Financial Statements: - $263,000

22. We recommend that no adjustment be made for the above amendments as the total
amount of unadjusted amendments has an immaterial impact on the Group Financial
Statements

Item 2.1 Page 11
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Management Letter of Representation / Financial Statements Checklist

23. The management letter of representation is to be signed by the Mayor, Chief Executive
(CEO) and Chief Financial Officer (CFO). The letter of representation forms part of the
overall audit procedures carried out by Audit New Zealand. The letter of representation
will be signed on the same day the Annual Report is adopted by Council and the audit
opinion is received.

24. The Mayor, CEO and CFO obtain support for their sign-off through Council business
unit managers completing a package of schedules detailing key account balances such
as accruals, contingencies and bad debts. These schedules, together with appropriate
supporting documentation, are submitted to Finance. Completion of the schedules and
review by Finance supports the completeness, accuracy and appropriateness of the
Council’s financial information. In addition, each business unit manager has returned a
letter of representation, which includes specific representations in relation to the
financial results of their business units. We have also obtained representation from our
Group entities (as noted in paragraph above).

25. The Council’s sign-off to Audit New Zealand on our overall legislative compliance
programme requires lead managers to sign off to Risk Assurance on their individual
legislative compliance requirements. Managers were provided with a matrix
summarising:

. Key legislative requirements
. The consequences for non-compliance
. Who needs to know and how will they know
. Training materials and support mechanisms
. How we know we are compliant.
26. Managers completed a sign-off form confirming:
. The lead manager’s acknowledgment of responsibility for key legislation.

. Information the lead manager holds on each piece of key legislation is complete
and up to date, and that systems, processes, training programmes and manuals
are adequate for all staff to know their compliance responsibilities.

. That to the best of their knowledge their key legislation has been complied with
and there have been no legislative breaches during the year.

27. Lead managers confirmed compliance with their legislative requirements.

28. These procedures provide the CEO and CFO with positive assurance over the sign-off
of the letter of representation.

Discussion
Results of Operating performance for the Year Ended 30 June 2016

29. The summary of the financial performance of the Council can be found in Finances
made simple in Attachment 1.

30. The Council achieved an underlying surplus of $6.1 million compared to a breakeven
budget.

Item 2.1 Page 12
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31.

Variances of Underlying Surplus to Budget

Lower Insurance costs funded through insurance reserve

Dividends in excess of budget (including Wellington Intl Airport Ltd)
Higher in income from activities

Higher rates revenue from water meters

Lower net interest expense

Insurance premium savings

Higher personnel costs

Lower contract, services & materials costs

Higher professional costs

Other net variances

Total underlying funding surplus available to carry forward

2.1)

$M

0.8
1.2
2.4
1.2
2.1
0.9

(1.7)
3.6

(2.3)

6.1

The Statement of Comprehensive Revenue and Expense reports a net surplus for the
Council’s activities of $34.1 million compared with a budgeted net surplus of $23.1
million resulting in a favourable variance to budget of $11.0 million. As summarised in
the table below and explained in the Finances made simple in Attachment 1, this
variance with the exception of $6.1 million relates to items not available to offset rates.

Item 2.1
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Actual |Budget|Variance
2015/16 $M $M $M
Reported net surplus 34.1 23.1 11.0
Exclude Non-cash funded items
Vested Assets (10.2) 0.0 (10.2)
Fair Value movements (13.8) (3.7) (10.1)
Unrealised fair value adjustment for loans and receivables (0.4) (0.6) 0.2
Net (gain) / loss on disposal and impairment of assets 0.4 0.0 0.4
Weathertight homes - movement in provision (separately funded) 12.0 0.0 12.0
Unfunded depreciation 13.7 15.5 (1.8)
Exclude revenue for capital items
NZTA Subsidy on capital work (11.6)] (12.7) 1.1
Development Contribution (2.7) (2.0) 0.7)
Housing Upgrade Project Capital Grant and ring-fenced activities (11.3)] (20.7) 9.4
Bequests, trust and other external funding (2.1) (2.0) 0.1)
Restricted funds (0.6) (0.6) 0.0
Other adjustments
Transfers to provisions & resernes 3.4 3.4 0.0
Weathertight homes funding (6.7) 6.7) 0.0
ICT infrastructure project 3.5 2.9 0.6
Odyssey 0.5 1.1 (0.6)
Other 0.1 0.1 0.0
Less variance from Ring-fenced activities (2.2) 2.9 (5.1)
Underlying surplus 6.1 0.0 6.1

Annual Report Introduction

32. The key changes to the front end of the Annual Report are:

. We have explained our performance story starting with ‘Where we have been’
(Long-Term Plan 2015/25), Our 2015/16 Highlights, and ‘Where we are going’
(Annual Plan 2016/17).

. Included in the Our 2015/16 Highlights is a discussion about how we supported
ourselves to carry out our activities well — looking at activities undertaken such as
our people, culture and values, customers and stakeholders, systems and
processes, assets and money.

33. The financial section has also been updated into a new format that enables them to be
more user-friendly and easier to read. Key changes in the financial statements
template are:

. The merging of the Statement of Compliance and the Statement of Responsibility
into one statement at the front of the financial statements. This is largely
prescribed in what must be stated but it does clearly outline what makes up the
reporting entity, what it is that Council has to comply with and who has the
responsibility.

Item 2.1 Page 14
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. The financial statements have had their note disclosure and relevant accounting
policies grouped together into a set format. You will note that the contents page
outlines the groupings around each particular financial statement. This is a
departure from the traditional groupings of all financial statements together
followed by all accounting policies and then all note disclosures. Any general
accounting policies that apply to more than one financial statement will be
disclosed at the end of the financial section.

Statements of Service Provision

34. The Statements of Service Provision (SSP) outline what Council has achieved over the
past year in relation to the outcomes that were set in the Annual Plan 2015/16 and
performance measures and targets for 2015/16. The SSP also provide a narrative
around milestone activities that occurred during the past financial year.

Presentation of the SSP

35. The SSPs are structured into seven chapters around the activity areas of Council and
each chapter deals with each activity in more detail. These include:

o What we do and why: An outline of the scope of our work within the activity area
o Our key activities: How our activities contribute towards our community outcomes

o Our key achievements: A description of all our key milestones and activities
achieved during the year

o Our performance: an outline of the results against targets.

o Finances: A summary of how each activity was funded and a financial table for
the cost of each activity with explanations for any notable budgetary variances.

36. This commentary illustrates the wide range of activities that Council delivers on and a
gives a sense of progress and performance.

37. Key changes to this section of the report are:

o We have moved the discussion about the performance of Council Controlled
Organisations from the Appendices to the relevant activity chapter, and related
their work to our community outcomes.

o We have used a combination of performance indicators and outcome measures
to tell our performance story for 2015/16.

o We have moved all of our outcome indicators from the appendices to a stand
alone chapter where they sit alongside our performance measures. This chapter
is called ‘Measuring Our Performance’. In this chapter we explain, by activity
area, our performance in term of our outcome indicators and outcome measures.
This chapter includes variance explanations for performance measures within 3
percentage points from its target.

38. Case studies are included in each chapter to give readers a better sense of the depth
of some of our projects.

Clearance process

39. The management letter of representation will be signed by the Mayor, Chief Executive
(CE) and Chief Financial Officer (CFO). The letter of representation forms part of the
overall audit procedures carried out by Audit New Zealand. The content of the letter of

Item 2.1 Page 15
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40.

representation is consistent with that prescribed for use by auditors by the New
Zealand Institute of Chartered Accountants.

As in previous years, the Subcommittee reviewed the Institute of Directors
(IOD)/PricewaterhouseCoopers Director’s checklist, together with a legislative checklist
covering the Annual Report requirements stated in Schedule 10 of the Local
Government Act 2002. These processes assisted the Subcommittee in forming its
view that the financial statements for the 2015/16 financial year are fairly stated and
provided the Subcommittee with comfort from which to recommend them to the
Committee and Council.

Conclusion

41.

42.

The Annual Report prepared for the Committee’s review includes the Financial
Statements and Statements of Service Provision which have been reviewed in detail by
the Subcommittee.

The Financial Statements include all known year-end adjustments required in order to
fairly reflect the Council’s results of operation, cashflows and financial position for the
2015/16 financial period. Further, at the time this report was prepared there were no
known issues identified by Audit New Zealand that would materially affect the
recognition and measurement of reported balances in the Council’s financial
statements.

Attachments
Attachment 1.  2015/16 Annual Report Page 18

Authors Caron Mounsey-Smith, Contractor

Richard Marshall, Manager Financial Accounting

Authoriser Jeremy Baker, Director Strategy and Communications

Andy Matthews, Chief Financial Officer
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SUPPORTING INFORMATION

Engagement and Consultation
No consultation is required for the adoption of the Annual Report.

Treaty of Waitangi considerations
There are no Treaty of Waitangi implications.

Financial implications
There are no financial implications arising from this paper.

Policy and legislative implications
The Annual Report is a requirement under the Local Government Act 2002.

Risks / legal
Failure to adopt the Annual Report by 31 October 2016 will breach the Local Government Act
2002.

Climate Change impact and considerations
None.

Communications Plan

The Annual Report and summary will need to be published within one month of adoption.
Copies will be available in the libraries, service centres and on the Council’s website, as well
as available on request.

Health and Safety Impact considered
There are no Health & Safety implications arising from this paper.

Item 2.1 Page 17
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PRODUCTIVITY COMMISSION - BETTER URBAN PLANNING
REPORT

Purpose

1. The purpose of this report is to brief the Committee on the recently released
Productivity Commission draft report ‘Better Urban Planning’, and to seek the
Committee’s agreement to lodging a submission (Attachment 1) on the draft report.

Summary

2. The Productivity Commission has released its draft report (‘the report’) into the New
Zealand planning system. The report provides a comprehensive analysis of the current
New Zealand planning system and makes recommendations on a potential future state.

3.  The Commission finds that the existing system has a number of strengths, namely:

Consents for lower-risk developments are processed quickly;

The use of zones in New Zealand is relatively enabling; and

There is an evolving capability in recognising Maori interests and engaging with
Maori.

4, It also finds that there are weaknesses in the system:

¢ Unproductive interaction between central and local government, and a lack of
clarity and focus;

o Overly restrictive rules which at time overreach, and slow plan development
processes that don’t respond to changing circumstances;

e Capability gaps in economics and environmental science;

e Not enough guidance on environmental priorities;

e Unresolved tensions between environmental and socio-economic needs;
¢ An incomplete infrastructure funding toolbox.

5.  The Commission was tasked with recommending a future urban planning framework.
As a starting point it considers that changes are needed in order to:

. Provide a clear distinction between the built and natural environment;

o Provide more effective national guidance and clear priorities on environmental
management;

o Allow for more responsive infrastructure provision, enable cost recovery and
better procurement;

° Restrain the use of land use regulation; and
o Build capability within councils and central government.
6. The Commission then describes a preferred future framework which would:

e Favour development in urban areas, subject to clear limits;
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o Articulate clear priorities for the natural environment through a Government Policy
Statement;

o Provide greater external scrutiny of land use rules, narrow access to appeals and
tighten notification requirements;

o Make spatial plans a formal part of the planning hierarchy;

e Require more representative consultation and build on the increasing capability to
recognise and protect Maori interests; and

o Use a broader range of policy tools to manage urban spillovers.

The Commission notes that its recommended future state is ‘directional rather than
detailed’. It has not, in other words, proposed a detailed legislative framework for a
future system. Rather it has sought to present an outline of what such a system may
look like, and what direction it can take. There is no associated legislative change
proposed, nor does the report require any specific action of the Council.

The report presents a range of recommendations and questions for consultation. The
proposed submission (Attachment 1) is structured on the basis of these
recommendations and questions. It should be read in conjunction with this report.

Recommendations

That the Governance, Finance and Planning Committee:

1.

Receive the information.

2.  Agree to the submission appended (as Attachment 1) to the officer’s report on the draft
report ‘Better Urban Planning’ from the Productivity Commission.

3. Delegate to the Chair of the Transport and Urban Development Committee and the
Chief Executive, the ability to approve any minor editorial changes to the submission.

Background

9. The Government instructed the Productivity Commission in November 2015 to review
the New Zealand urban planning system from first principles, and to make
recommendations on the most appropriate future system.

10. The Commission prepared an Issues Paper in December 2015 on which the Council
lodged a submission. The Commission has now issued a draft report which is open for
submissions until 3 October 2016. Thereafter the Commission will issue its final report
to the Government by 30 November 2016.

11. The report is substantial at over 400 pages. Therefore only a summary is attached to
this report (Attachment 2). The full report can be accessed at the Commission’s
website http://www.productivity.govt.nz.

12.  The Council has also previously provided an extensive submission to the
Commission’s ‘Using Land for Housing’ inquiry.

Discussion

13. The report addresses the existing approach to regulating the built environment, the

interface of the urban and natural environments, the relationship with infrastructure
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14.

planning, infrastructure funding, Treaty of Waitangi issues, and culture and capability
within the sector.

The Commission finds that the present planning system has a number of positive
qualities such as responsive consenting processes and enabling zoning provisions.
Overall however, it argues that the present system is not fit for purpose and goes on to
present an outline of a potential future planning framework.

The present planning system

15.

16.

In the Commission’s view there are a number of weaknesses in the present system:

o There are tensions between the three principal planning statutes of the Resource
Management Act, Local Government Act and Land Transport Management Act;

o Appeal rights are overly broad, particularly in terms of Plan provisions;
o It evidences unnecessary, excessive and poorly targeted land use regulation;

o The RMA has failed to live up to its enabling purpose, in part due to the carrying
over of old traditions and institutions of the Town and Country Planning Act,
capability gaps and local government restructuring; and

o A lack of central government leadership in the planning system.

Some of these concerns have merit. Until recently, there was very little national
guidance in the form of either National Environmental Standards or National Policy
Statements. The legislative framework has long been recognised as lacking integration
between land use planning and infrastructure planning and delivery, and regulation has
at times been proven to be excessive. It is agreed that the thoroughness of cost benefit
analysis can be improved through an across the board improvement in process and
capability.

Regulating the urban environment

17.

18.

In the urban environment the Commission holds concerns over a range of regulatory
issues, including:

o The use of urban design assessments due to their perceived subjective nature;

o Providing sufficient supply of residential development capacity, for instance
noting that some councils protect industrial land supply while prices of residential
land increase significantly;

o An inherent status-quo bias which reflects the incentives on property owners to
oppose changes perceived to affect the value of their property, and pressures
placed on councils to not enable higher levels of development;

o The RMA not being equipped to deal with dynamic urban environments due to an
emphasis on managing or avoiding adverse effects;

o The agility of the system to respond to rapid changes in the external environment;
and,

o Planning rules not being subject to as high a degree of scrutiny as they could be.

Some of these matters, for instance the responsiveness of the system to amend
planning documents are presently being addressed through the Resource Legislation
Amendment Bill currently before parliament. Issues of residential development capacity
are equally being addressed through the National Policy Statement on Urban
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19.

20.

Development Capacity. The proposed submission addresses these matters and
generally agrees with the findings. It does, however, dispute the Commission’s views
on the merits of urban design assessments.

The Commission recommends a range of changes to address these concerns in future
urban planning legislation, including:

° Prioritising responses to growth pressures and providing land use flexibility,
including using price signals to inform planning decisions;

° Focussing notification requirements on those directly affected;
° Limiting appeals on plans to those directly affected;

. Establishing a permanent Independent Hearings Panel (IHP) to consider and
review new Plans, variations and private plan changes, along the lines of the
Auckland and Christchurch IHPs; and

° The need for central government to develop processes to more clearly signal the
national interest in planning, and to monitor the system in achieving these goals.

Overall officers support the recommendations made. The proposed submission
opposes the establishment of a mandatory IHP, suggesting that a discretionary IHP
may be more appropriate.

Urban planning and the natural environment

21.

The Commission recommends that a future planning system should include a
Government Policy Statement (GPS) on environmental sustainability. A GPS would set
out a long-term vision and direction for environmental sustainability, and establish
goals against which progress should be measured. This proposal is broadly supported.

Spatial planning and infrastructure

22.

23.

24.

Spatial planning is highlighted by the Commission. It recommends that spatial plans
should form a mandatory part of a future planning framework. They should be tightly
defined and focus on issues closely related to land use, namely water and transport
infrastructure, community facilities, the protection of high value ecological areas and
natural hazard management.

Officers note that in isolation, a requirement for spatial planning can be supported.
Spatial plans are a useful tool in outlining a high level land use strategy for an area.
The Commission does not however consider the structural issues that impact on the
ability to effectively deliver spatial planning. These matters have recently been
considered by the Council in response to work undertaken by the Local Government
Commission.

In respect of infrastructure planning, the Commission makes a number of findings,
including:

. Current infrastructure planning systems are not responsive, do not align
infrastructure supply with land use rules, and lack tools for the provision of city-
shaping assets;

o Institutional and governance arrangement for ‘three waters’ infrastructure act
against responsive supply; and
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25.

26.

27.

o There is little merit in proposing large-scale structural reform for urban water
services. However there is scope for improved performance in the delivery of
water services.

In terms of infrastructure funding, the findings include:

o Financial modelling provides some support for arguments made by councils that
it can take a long time to recover the costs of new infrastructure.

o Financial, legislative and political barriers are limiting the ability of local
authorities to efficiently recover the costs of infrastructure.

o The small scale of many projects, and inexperience with Public-Private
Partnerships (PPPs), results in a reluctance to engage in them.

o There are advantages to joint procurement through shared services agreements,
particularly when founded on a regional approach to infrastructure planning.

The Commission recommends that a future planning system should allow councils to
utilise a range of price mechanisms for water and wastewater charges, and pricing for
the use of the existing roading network. The use of targeted rates to help fund
infrastructure investment where the benefits can be well defined is also supported by
the Commission, as is the ability to levy targeted rates on changes in land value
resulting from public interventions.

A future planning system should provide councils with the ability to use a wide range of
infrastructure delivery models, including PPPs. Councils will in turn need to develop the
capability to utilise these models successfully.

Urban planning and the Treaty of Waitangi

28.

29.

30.

Maori interests in urban development are recognised by the Commission, including
Maori land ownership and land development goals. Maori interests in governance and
environmental management are increasing as treaty settlements progress and
capability is built. However participation, capability and resourcing is variable, including
amongst councils.

The Commission finds that the current framework for recognising and protecting Maori
interests and engagement in the planning system is generally appropriate and can be
carried forward into a new planning framework.

The proposed submission addresses the range of questions posed by the Commission
on this section of the report.

Culture and capability

31.

32.

The report makes a wide range of findings in regards to planning culture and capability.
Key amongst these findings is an identified gap in council capability regarding technical
expertise in economics and environmental science. These gaps are perceived to limit
the ability of councils to thoroughly evaluate the costs and benefits of policy responses.
The Commission notes that this is also an issue for central government.

Officers agree that policy proposals are best informed by appropriate and sound
technical expertise, as required on a particular proposal. Some councils are clearly
better resourced than others to address these issues. Therefore the recommendations
made in this regard, to improve this capability and to improve the rigour of policy
analysis, are supported.
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The structure of a future planning system

33. The Commission ultimately recommends the legislative separation of urban planning
and environmental protection law. It has not recommended a particular approach to
this, suggesting either a single statute of two distinct parts, or two separate pieces of
law. On balance, officers recommend submitting in support of two separate pieces of
legislation for the reasons outlined in the submission.

34. Primarily, such an approach could provide for the integration of transport and
infrastructure planning within a single statute, overcoming some of the conflicts that are
inherent in the present statutory structure.

35. There are a number of ongoing initiatives in the resource management system. Aside
from the Productivity Commission report, there is the Resource Legislation Amendment
Bill, work on a number of national instruments, LGNZ'’s review of the Resource
Management System, and the government’s own work on a future system. In all, this
presents a disjointed approach to a future planning system and it remains to be seen
how the current Productivity Commission report will inform these processes.

Next Actions

36. Itis proposed to lodge the attached submission with the Productivity Commission. A
final report will be issued in November and officers will provide an assessment of that
report to the new Council.

Attachments
Attachment 1.  Proposed Submission Page 294
Attachment 2.  Summary Report - Better Urban Planning Page 318
Authors Campbell Robinson, Heritage and Practice Manager

Mitch Lewandowski, Principal Advisor Planning
Authoriser Warren Ulusele, Manager City Planning and Design

David Chick, Chief City Planner
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SUPPORTING INFORMATION

Engagement and Consultation
Not applicable.

Treaty of Waitangi considerations
Not applicable.

Financial implications
There are no financial implications.

Policy and legislative implications

There are no direct implications. The report may inform future central government legislative

programs.

Risks / legal
There are no implications.

Climate Change impact and considerations
Not applicable.

Communications Plan
Not applicable.

Health and Safety Impact considered
Not applicable.
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The Productivity Commission aims to
provide insightful, well-informed and
accessible advice that leads to the best
possible improvement in the wellbeing of
New Zealanders. We wish to gather ideas,
opinions, evidence and information to
ensure that our inquiries are well-informed
and relevant. The Commission is seeking
submissions on the draft findings and
recommendations and the questions

contained in this report by 03 October 2016.
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3. Public Excluded

Resolution to Exclude the Public:

THAT the Governance, Finance and Planning Committee :

Pursuant to the provisions of the Local Government Official Information and Meetings
Act 1987, exclude the public from the following part of the proceedings of this
meeting namely:

General subject of the matter Reasons for passing this resolution ~ Ground(s) under section 48(1)

to be considered in relation to each matter for the passing of this resolution
3.1 Health and Safety 7(2)(b)(ii) s48(1)(a)
The withholding of the information is That the public conduct of this item

necessary to protect information where  would be likely to result in the

the making available of the information  disclosure of information for which
would be likely unreasonably to good reason for withholding would
prejudice the commercial position of the  exist under Section 7.

person who supplied or who is the

subject of the information.
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