STRATEGY AND POLICY

COMMITTEE
12 MARCH 2013

REPORT 2
(1215/52/IM)

2013/14 DRAFT ANNUAL PLAN: PROPOSED VARIANCES FOR
YEAR TWO OF THE 2012-22 LONG-TERM PLAN

1. Purpose of Report

This report outlines the proposed variances to year two of our 2012-22 Long-
Term Plan. Those variances agreed will be subject to consultation through the
draft 2013/2014 Annual Plan.

2. Executive Summary

The 2013/14 financial year is the second year of the Wellington City Council’s
2012-22 Long-Term Plan (LTP), which Council adopted in June last year. In
that Plan, Council set out a programme of activities and investment in our
infrastructure to deliver on our three immediate priorities and our four longer-
term Community Outcomes. Collectively, this programme enables the Council,
and Wellington, to take the next important steps in achieving our Towards
Wellington 2040: Smart Capital vision.

This report provides for decisions to be made on proposed variances to year two
of the 2012-22 Long-Term Plan, to be included in the Draft Annual Plan for
consideration by Council, and then released for public consultation.

In the LTP, Council also adopted a Financial Strategy that sets out formulae for
future rate rises and debt levels. Applying these formulae across the ten years of
the plan resulted in a financial gap between planned expenditure and projected
income. As a result, the Council established a Financial Sustainability Working
Party of Councillors in February 2012 to examine the cost pressures facing
Council and consider mitigating strategies. Its work resulted in a set of
principles that have been used by officers to largely achieve the required
reduction in expenditure and increases in income to meet our financial targets.

In doing so, officers have achieved efficiencies across all areas of Council’s
expenditure. Savings have also resulted from the reorganisation of the Council’s
internal structure, which was undertaken to achieve greater alignment between
our strategic priorities and our operational structure.

In addition to this, moderate changes to services levels and our capital

expenditure programme are proposed, and these are detailed in this paper. In
addition to this, a small number of proposals to increase progress towards our

This report is officer advice only. Refer to minutes of the meeting for decision.
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D Change to Operating Model / Closure of (40)
Créche at WRAC
m) Permits for Taxi’s using Taxi stands in (200)
Wellington
n) CX345 - Sportsfield Upgrades (193)
o) CX084 - Southern Landfill Improvement (8,200)
p) CX510 - Plimmer Bequest Project 358
Q) Smart Energy Capital 250
r) Proactive management of Built Heritage 40
Incentive Fund
s) Greening of Taranaki Street 150
t) Civic Square Review 150
w Miramar Peninsula Framework 50
v) Capital Education Initiative 60
w) Safer speed limit in the CBD 40

4. Discussion

4.1 Our commitment to Wellington Towards 2040: Smart Capital

During the 2012-22 Long-Term Planning process, the Council agreed a
comprehensive programme of activities and investments in infrastructure to

achieve its Community Qutcomes and key priorities. These are:

Four Community Outcomes:
* A connected city

. An eco-city

* A people-centred city

* A dynamic central city

Three priorities:

*  Aninclusive place where talent wants to live
¢ Aresilient city

s+ A well-managed city

Key projects in the 2012-22 Long-Term Plan

Council is committed to progressing those key projects in the 2012-22 Long-
Term Plan that enable us to take the next important steps towards our Smart
Capital vision. Some of the key projects to be delivered in the 2013/14 financial

year include:

*  Destination Wellington: part of the City Council's Economic Development
Strategy, this programme will attract business, talent and investment to
the region. The project will build on the city's tourism marketing successes
and expand the story we tell to celebrate and build the city's economy. It
will be delivered jointly by Positively Wellington Tourism, Grow
Wellington and the Wellington City Council. Council’s role will be to assist
in welcoming potential and new businesses, broker relationships as

This report is officer advice only. Refer to minutes of the meeting for decision.
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Wellington’s economy

The health of Wellington’s economy continues to be a key focus for Council and
the wider community. Indicators suggest that Wellington has weathered the
economic upheaval of the last few years relatively well. The GDP of the city is
still growing, albeit slowly, increasing to above $13.5 billion for the first time in
the year to September 2012.

However a rise in unemployment over the last year means that concerns remain.
While the reduction in central government jobs in Wellington seems to have
slowed, other large employers in the region are reducing their workforee to align
with reduced income levels and other pressures.

Property values have risen again, approaching the levels seen at market height
in 2007 — this indicates confidence but also reflects low interest rates and pent
up buyer demand. An update on steps Council is taking to support the
development of the Wellington is provided later in this paper.

Legislative change

Since the Council adopted its LTP, the Government has begun giving effect to its
Better Local Government reform programme. The programme is directed at
improving the legislative framework for local government, in particular by
providing better clarity about councils’ roles, stronger governance, improved
efficiency and more responsible fiscal management.

Stage one of the programme was completed by the passing of the Local
Governmen!l Act 2002 Amendment Act 2012, which came into effect on 5
December 2012.  Among other things, the Act changed the purpose of local
government, repealing reference to promotion of the ‘four well-beings’ and
substituting a requirement that councils “meet the current and future needs of
communities for good-quality local infrastructure, local public services, and
performance of regulatory functions in a way that is most cost-effective for
households and businesses” (section 10 (b)).

The Council has responded to this change by undertaking a review of its
activities to assess their alignment with the new purpose. The report back on
this review is included in Report 5.

Stage two of the reform programme includes:

s  An efficiency taskforce

»  Anexpert advisory group on local government infrastructure efficiency

s  Areview of development contributions

» A framework to guide the allocation of regulatory roles between local and
central government

»  Investigation of a dual or two-tiered governance model for local
government

This report is officer advice only. Refer to minutes of the meeting for decision.
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1

To deliver the full operational and capital investment programme contained
within the 2012-22 Long-Term Plan, and achieve the above targets, Council is
required to reduce its expenditure, or increase revenue, by a total of $240
million over the ten years of the plan.

To help achieve this, a Financial Sustainability Working Party of Councillors
was established. During the LTP process, it explored ways to meet this gap.
Council agreed to reduce rate-funded depreciation by $4 million per year for the
duration of the plan, a $40 million reduction in total. In addition other
measures totalling $120 million were identified before the plan was adopted.
The remaining $120 million was to be found in subsequent years.

Approach to budgeting

The Financial Sustainability Working Party continued to meet after adoption of
the LTP. It discussed a range of options to address the financial challenges
faced by Council. The discussion resulted in a set of principles and proposals
for further development, which were subsequently agreed to by Council. These
have informed the work undertaken by officers to develop this annual plan. An
approach to budgeting for this plan was also identified and agreed. Key aspects
of this approach included:

¢ Officers identifying long-term reductions in expenditure, or increases of
revenue, that would enable Council to achieve its financial targets through
until the next long-term plan in 2015. This should mean that no further
efficiencies or changes to services will be required to develop the 2014/15
Annual Plan.

¢ To implement the above, all areas of Council were provided with a ‘budget
envelope” within which to budget. These envelopes were similar to their
2012/13 budgets but below their projected budget for 2013/14 in the Long-
Term Plan. Consequently, any new spending requirements would have to be
offset by a reduction in expenditure in other areas.

4.4  Achieving our rates target

As a result of this approach, officers have identified savings options and income
opportunities across Council’s activities and internal functions. These can be
summarised under the following headings.

General efficiencies, savings and increased income

The largest contributing factors towards Council achieving its rates target are
changes that have been made to how Council operates internally.

Some of these changes have been made through making our processes more
efficient and also through better use of technology. For example, our Building
Compliance and Consents business unit is extending the use of Go Get, a system
that enables inspection teams to access information and processes in the field
using a mobile tablet device. This will increase the efficiency of the team by

This report is officer advice only. Refer to minutes of the meeting for decision.
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Council to budget $1.62 million less to maintain these assets in 2013/14 with no
change in service level for users.
Reorganisation

Savings will also flow into the 2013/14 budget as a result of the Council’s
reorganisation programme. This began in 2012 with a reduction in senior
managers and is continuing this year. The purpose of the reorganisation has
been to better align our internal structure with our strategic priorities. The
management structure is now more streamlined with each manager having
clearly defined objectives that contribute to our Smart Capital vision. In
anticipation of the review, Council business units have not been filling vacancies
as they have arisen over the last year. Consequently, redundancies have been
kept to a minimum as internal staff members have had the opportunity to apply
for new positions before advertising externally. It is noted that during
consultation on our draft 2012-22 Long-Term Plan, reducing the number of
Council managers was the most frequently made suggestion by submitters on
how Council could reduce its costs.

Depreciation savings

A range of depreciation savings have been identified. Examples include the
following:

¢  Council has reduced information technology depreciation costs by buying
out the leases on desktop computers and increasing their effective life of
the assets. This will save the Council $413,000.

*  When redeveloped, Shed 6 will act as a viable alternative for future events
and as a way to address capacity constraints at the TSB Arena.
Consequently, it is proposed to have a life beyond the original two years
and so the associated depreciation has now shifted out to future years,
creating savings in 2013/14. St James Theatre and Opera House have also
been re-valued creating some additional reductions in depreciation. These
savings total $547,000.

«  The revaluation of other assets under the management of Council
Controlled Organisations has resulted in depreciation savings of $140,000.

Changes in levels of service

Council has made every effort to reduce its expenditure through making internal
efficiencies and working smarter. However, to achieve the rates target some
moderate changes to services are proposed. These are summarised in Appendix
1.

The quantum of saving associated with some of the proposals is not significant.
However, every reduction in expenditure contributes to Council’s overall
financial targets, especially if it is sustained over the remaining years of the LTP
budget.

This report is officer advice only. Refer to minutes of the meeting for decision.
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prone buildings. Current estimates for earthquake strengthening total $49.7
million over the 10 years of the current LTP and $17.6 million in 2013/14.

4.6 New opportunities

It has been challenging to deliver the programme of investments currently
contained in the LTP while also achieving the targets of our Financial Strategy.
However, the Council needs to continually assess progress against its strategic
priorities and as they arise, address any gaps in the provision of services and
respond to new opportunities to take the city forward.

As a result of the discussions with the Mayor and Councillors in workshops and
other forums, a small number of new initiatives are proposed for inclusion in
the draft 2013/14 Annual Plan. These are summarised in Appendix 1 to this
report.

They include a mix of proposals to both increase progress towards our key

priorities and also investigate projects that could be included in the
development of Council’s 2015-25 Long-Term Plan.

5. Conclusion
This paper presents proposed variances for year two of the 2012-22 Long-Term

Plan and seeks a decision on whether they are included in the 2013/14 Draft
Annual Plan statement of proposal for consultation with the community.

Contact officer: Martin Rodgers, Manager, Research, Consultation and
Planning

This report is officer advice only. Refer to minutes of the meeting for decisian,
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APPENDIX 1

Summary of proposed variances
Proposed reductions in expenditure
a. Closing branch libraries in evenings

Officers are proposing to make some changes to the branch library operating
hours. Currently all branch libraries are open one evening per week until
8.00pm. Overall, usage at these times is comparatively low. We are proposing
to close branch libraries in the evenings. However, we propose that Newtown
Library open longer on Saturdays (10.00 am — 2.00 pm). This would achieve
savings of $40,000 per annum ($30,000 if implemented from 1 September
2013).

b. Consistent closing hours at smaller branch libraries

Officers are also proposing to be consistent with closing hours as currently
some branch libraries close at 5.30 or 6.00pm four days a week. We propose
to close Brooklyn, Cummings Park Ngaio, Wadestown and Island Bay at
5.00pm weekdays. Larger sites {Newtown, Karori, Central, Ruth Gotlieb
Kilbirnie and Miramar) will continue to close at their usual time. This would
achieve savings of $30,800 per annum ($22,600 from 1 September 2013).

¢. Reduce opening hours at Khandallah Library

Khandallah is the only small library in network open five mornings a week.
Officers propose to reduce hours and only open Khandallah Library from
1.00pm to 5.30pm each weekday. Alternative library services for Khandallah
residents would continue to be available at Cummings Park (Ngaio) and
Johnsonville libraries. The would achieve savings of $31,200 per annum
($23,400 from 1 September 2013)

Officers have been collecting data on use of the libraries at the times when the
above changes are proposed to be made. This will be presented to the
Committee when this report is considered.

Please note that in the first year, changes would take effect from 1 September
to allow for customers to be advised of the changes and for consultation with
employees and their representatives. If all the changes above were made,
there would be a reduction in staffing of 2.25 FTEs and potentially a change in
the location of the library where remaining staff work.

d. Changes to Leisure Card scheme

Officers are proposing to change how we deliver the Leisure Card scheme.
The Leisure Card reduces cost as a barrier to participation in recreation and
other programmes by those who otherwise might not be able to afford it and

improves their health and wellbeing. There are currently 6,885 Leisure Card
holders.

This report is officer advice only. Refer fo minutes of the meeting for decision.
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APPENDIX 1

f. Hazardous Trees

Officers are proposing to permanently reduce the funding for hazardous tree
removal by $100,000.

Council has temporarily reduced the funding available for removing
hazardous trees over the past 3 years and has been able to adequately manage
the risk within normal weather conditions. If a major storm occurs there may
be work required over and above the budget which would require some
reprioritisation at the time.

g. Patent Slip Jetty

Officers are proposing to remove funding for the demolition of the Patent Slip
Jetty.

The jetty removal is not a high priority as it is currently fenced off. A reduction
in budgeted expenditure of $100,000. There is no risk associated with not
funding the demolition of the jetty. However any major failure in the structure
would require Council to address at the time.

Officers are also proposing the following changes to Council Controlled
Organisations grant funding,.

h. Wellington Zoo Trust

It is proposed that the grant to The Wellington Zoo Trust be reduced by 3%
from the 2012/13 grant level. The 2013/14 is proposed to be set at $2.715m.

The reduction was endorsed by CCOPS and the Zoo was advised of the
reduction in grant funding through the Letter of Expectation. The Zoo has
reflected the reduced grant funding in their draft Statement of Intent. While
there are no expected direct impacts on service levels in the 2013/14 financial
year, the Zoo notes that this level of funding may not be sustainable into the
future years without a reduction in service levels, impacts on staff and
visitation.

i. Positively Wellington Tourism (PWT)

It is proposed that the grant to PWT be reduced by 3% from the 2012/13 grant
level. The grant for 2013/14 is proposed to be set at $4.6m. This excludes any
reduction to the $1 million grant funding for the Australian Marketing
initiative and funding for Destination Wellington.

The reduction in proposed grant funding was endorsed by CCOPS and
communicated to PWT through the Letter of Expectation. The draft
Statement of Intent from PWT acknowledges the proposed reduction in
funding and identifies a range of efficiency gains and cost savings initiatives
that they will investigate. It notes that rather than any low priority activities

This report is officer advice only. Refer to minutes of the meeting for decision.
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APPENDIX 1

turnover. However all of the maintenance, renewal and depreciation costs are
carried by the pool.

Officers are proposing to adopt the same charging mechanism for this car
park as those used on the CBD side of the pool. That is: $1.50 per hour
between 8am-6pm Monday to Thursday, 8am-8pm Friday and no charge
Saturday and Sunday. This would achieve annual net revenue, after operating
costs, in the region of $72,000 per annum. This is based on each car park
generating revenue for an average of three hours for each day it is in
operation. Capex costs for the installation of pay and display meters are
estimated to be $20,000. CAPEX funding for these costs have been included
in the 2013/14 budgets.

Officers are undertaking a survey of car park occupancy and where users go.
An initial discussion with the Parade Café is also taking place regarding their
leased parking spaces and implications if this proposal were adopted. This
information will be presented at deliberations.

. Change to Operating Model / Closure of Créche at WRAC

Officers are proposing to change the operating model of the créche at the
WRAC.

The créche at WRAC has been in operation since the facility was first built,
and in recent years has seen a lower level of patronage. Recent changes have
seen some improvements in these numbers through the use of subsidies
offered by the Ministry of Education with some 96 families using the service
regularly. Despite these changes the budgeted annual cost to ratepayers for
this service is $53,000 (in 2012/13).

Officers considered closing the créche and partnering with another local
childeare provider to provide a similar service. To date conversations with
local providers have indicated that either, they do not have the capacity to
offer such a service or, it is not an option under their own operating model.
Officers also considered putting the creéche operation out to tender on a
commercial lease basis. These options are not recommended.

Officers recommend retaining the management of the créche, but changing
the operating model to a cost recovery basis. Current estimates indicate this
would require every user of the facility to pay between $3 and $4 per hour for
the service regardless of the level of subsidy available from the Ministry of
Education (with the exception of those with 3 year olds who use their 20 hours
free entitlement for this service — currently eight users). A survey of créche
customers is currently being developed to gauge the impact of this proposal.

This would achieve a savings of $53,000 per annum, but due to the lead in
time required to change prices this saving is estimated to be $40,000 for the
first year. Officers will also look to improve promotion and knowledge of the
créche and look it how we might better integrate use of the créche with people
wanting to access programmes and services in the adjacent pools, recreation
centre and library.

This report is officer acdvice only. Refer to minutes of the meeting for decision.
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APPENDIX 1

0. CX084 - Southern Landfill Improvement

Additional requirements for achieving a Resource Consent from the Greater
Wellington Regional Council for this work has resulted in the programmed
spend moving out by two years. This delay has allowed officers more time to
gain clarity around a possible Environmental Court hearing. Current volumes
indicate that the timing pressure around the requirement for the Stage 4
development has been eased, allowing stage 3 to be utilised for a longer than
expected period. This will reduce expenditure in 2013/14 by $8.2 million.

p. CX510 - Plimmer Bequest Project

The timing of beautification work at Alex Moore Park has been moved forward
to align with the construction of the new synthetic turf. This has no impact on
borrowings due to the funding coming from the Plimmer Bequest Trust. This
will increase expenditure in 2013/14 by $358,000.

Proposal to increase investment
g. Smart Energy Capital

The Smart Energy Capital initiative addresses key gaps in the City around
smart, healthy and energy efficient homes, energy efficiency in the commercial
sector and increased renewable generation. The initiative helps to grow our
reputation as a progressive city, reduces pressure on the environment and

infrastructure and assists us in continuing to deliver an outstanding quality of
life,

This proposal sees the Council acting as a catalyst to build partnerships where
Council investment has the potential to be matched or exceeded with
investment by programme partners. Exit strategies will be put in place for
when the market develops and can become self-reliant.

The initiative consists of a number of potential components, totalling
$250,000 per annum for two years. The selection of components will need to
be flexible to meet the needs of both Council and key partners and the intent is
to seek leveraged funding on at least a dollar-for-dollar basis. This would
raise the total available funding pool for these programmes to at least
$500,000 per annum. This funding would be reviewed as part of the 2015-25
Long-Term Plan.

The initiative will look to deliver a mix of the following components:

L. Smart grid pilot project: Working with the electricity industry,
households and service providers to deliver a smart-grid pilot.

ii. Healthy Homes projects: The Council currently supports two
programmes — the government “Warmup NZ programme” and our own
“Home Energy Saver Programme” through existing LTP funding of
$100,000 per annum. This project would look to expand upon these
programmes to include multiple housing quality and resilience issues.

This report is officer advice only. Refer to minutes of the meeting for decision.
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APPENDIX 1

s. Greening of Taranaki Street

Officers propose that work continues on the greening of Taranaki Street.
Taranaki Street is a major movement spine within the city that is currently
traffic dominated. Taranaki Street forms part of the processional route
through the city from Parliament up to Government House. It will be used in
the 2015 celebrations as a key access to Memorial Park. The redesign of the
streetscape aims to ensure prioritisation of pedestrian comfort through
landscaping, paving and lighting. A review of development controls, canopy
provision and encroachments would also be undertaken.

Proposed funding of $150,000 would be used to:

» Comprehensive concept design options and costs for an interim project.

» Establish that the interim design could be implemented to facilitate
longer term infrastructure upgrades.

¢ Commence engagement with stakeholders in the area.
t. Civic Square Co-ordination

Officers propose that funding in provided to enable investigation of options
for the future of the Civic Square precinct. Civic Square plays a vital role in
the open space network of Wellington City. It is home to cultural facilities
such as the City Gallery, City Library, the Town Hall, the Michael Fowler
Centre and the Wellington City Council. With a range of works being
undertaken in this location there is an opportunity to achieve some of our
design objectives for this area.

Key design objectives are:

» Create clear connections and entry points between Civic Square and the
street network surrounding it.

» Ensure that the uses in buildings adjacent to the square are
contributing to the vibrancy and activity.

» Create clear way-finding between Willis Street and the waterfront.
The proposed funding of $150,000 would be used to:

e Identify how all the separate works (such as Town Hall strengthening
and removal of Portico) within the civic area can be integrated and co-
ordinated for maximum benefit.

» Concept design for public space and connections.

o Identify potential modification to adjacent buildings and uses and work
with stakeholders to define timing around any modifications.

o Identify opportunities and constraints and assess feasible options.
u. Miramar Peninsula Framework

The Miramar Peninsula Framework is intended to be a long-term planning
tool, looking at a wide range of issues relevant to the Miramar Peninsula and

This report is officer advice only. Refer fo minutes of the meeting for decision.
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APPENDIX 1

w. Safer speed limits in the CBD

On 22 November 2012, SPC considered setting a safer speed limit of 20km/h
on part of the Golden Mile. The proposal was not adopted. However the
following amendment was made and approved:

Confirm Council policy to consult on a possible reduction in the speed
limit across the Central City (except for arterial roads) to either 30 or
40 kph and request officers to plan to consult on this during 2013/14
and seek appropriate funding in the next Annual Plan round .

Officers have estimated that the cost to undertake the necessary consultation
to be $40,000 and to be funded in 2013/14. If approved officers would look to
consult in November and feed the results into the 2014/15 annual planning
process. It is estimated that funding of $250,000 would be required for
implementation.

Other proposals for discussion - unbudgeted
Changes to current on-street parking fees in Te Aro

Following a detailed analysis of current parking space occupancy across the
central business district (CBD), and in line with Council’s approved parking
policies, it is concluded that there is a strong case for introducing an evening
parking charge in the Te Aro area where there is currently no charge and there
is very high occupancy of parking spaces.

The logic for introducing evening fees will align with the long standing
practice of charging for on street parking during weekday business hours. It
will encourage turnover in the busier streets thus freeing up space for shorter
term use e.g. entertainment, restaurant and hospitality-related parking,
reducing street congestion, and identifying that such space has a value which
should be recouped for the ratepayer.

Officers have looked at a range of pricing options and recommend a new $2
per hour fee at existing metered spaces between 6pm and 10pm, with no time
limit applying during these times Mondays to Fridays inclusive in that part of
Te Aro bounded by Willis St, Manners St, Cable St, Kent Terrace, Buckle St
and Abel Smith St. This is considered to be a moderate fee level considering
most of the area has an existing $4 per hour daytime fee. Also having no limit
on the length of time the public will be able to park, reflects the more leisurely
nature of activity in this area in the evening.

There is an additional option to extend the above charging regime through to
include weekends on the basis that the long standing free weekend parking
was designed to assist the retail sector during weekend shopping hours.
However, a quite different situation exists after 6pm where unlike during
daytime, there is less competition from out of town entertainment, restaurant
and hospitality venues.

This report is officer advice only. Refer to minutes of the meeting for decision,
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