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File:  CP/4/8/1

Report to the Policy and Finance Committee

from Helen Wood, Corporate Policy Advisor and 

John Allard, Manager Corporate Advisory Services 

Adoption of the Funding Policy

1.
Purpose

For the Council to adopt the funding policy, following the statutory consultation process. 

2.
Background
In 1997 the Council adopted a funding policy to meet the requirements of the amendments to the Local Government Act.  The Act requires the funding policy to be reviewed on a triennial basis.  The first review of the funding policy was undertaken during 1999 and the Council adopted a new proposed funding policy for consultation on 7 March 2000.  

Public consultation on the proposed funding policy was undertaken as part of the Special Consultative Procedure on the long-term financial strategy.  The Policy and Finance Sub-committee has considered a number of submissions on the funding policy.  We now recommend that the Council adopt the funding policy subject to some minor amendments. 

3.
Amendments to the Proposed Funding Policy
We propose that the funding policy is amended to take account of two minor changes proposed by Councillor Rick Long in submission number 227 and by Councillor Terry McDavitt in submission number 40.  

The amendments are:

· For the function Bovine Tb Vector Control the funding policy should contain a range for cost recovery from both operational and non-operational properties, rather than a fixed proportion.  The specific cost recovery formula would continue to be set by special order and the per hectare rate as part of the annual rating resolution.

· For the function Funding Public Transport Services, the funding policy should specify that in the case of the Districts of the Wairarapa, Kapiti Coast, Porirua City and Upper Hutt City the commercial and residential ratepayers be combined into one category of ratepayers.

· Minor textual adjustments for clarification have also been made to the functions of funding Public Transport Services and Total Mobility. 

A copy of the amended funding policy for adoption by the Council is appended as Attachment One.

4.
Comment: Consistency Within the Funding Policy 

During the consultation process the issue of consistency across different functions in the funding policy was raised.  In particular, it was questioned why for the function Funding Flood Protection Services regional considerations (such as sense of regional community, valuing safety and security and environmental and amenity benefits) result in a general rate contribution of up to 50%; but for the function Funding Public Transport Services regional considerations (concern about the transport disadvantaged and ability to pay by some groups) result in a general rate contribution of 5%. 

The variation in the regional rate contributions of these policies is legitimate in terms of the three-step process specified in the Local Government Act.  In both cases, these regional considerations are not part of step one, which is an allocation of costs based on economic principles. Under step two the Council can adjust the theoretical model to take account of considerations specified in the legislation.  The considerations are an obligation to act in the interests of residents and ratepayers, fairness and equity, lawful Council policies, legislative constraints and any significant adjustment issues.  For both functions, the Council decided there were regional considerations that needed to be taken into account and made a judgement on a case-by-cases basis on the extent that the theoretical model needed to be modified to adequately reflect these. Thus the difference in the policies reflects the Council’s judgement on what is appropriate, taken within the context of the process specified in the Local Government Act.    

5.
Conclusion 

It is recommended that the Council adopt the amended funding policy for implementation. 

6.
Recommendations

(1)  That the report is received and the contents, including the funding policy in Attachment One, are noted.

(2)  That the Council adopts the funding policy for implementation.

HELEN WOOD



JOHN ALLARD

Corporate Policy Advisor 


Manager Corporate Advisory Services 

