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Part III:  The Funding Process

The ‘Three Step’ Funding Policy Process

The Local Government Amendment Act (No. 3) 1996 (1996 No. 83) required  Council  to enter into, and use, a 
three step decision making process to produce strategies and policies for longer term financial planning.  
Council has used the basis of this three step decision making process as the means to determine appropriate 
funding tools to be used as required by section 103(2) the Local Government Act 2002.  

The three step process used by the Council is outlined briefly below.  

STEP ONE - ECONOMIC ALLOCATION

Principles relating to funding of expenditure needs 
The costs and benefits of each function/activity based on economical principals.  The 
principles are,
•User pays (private benefit)
•Exacerbator pays (person/organisation responsible for creating an adverse impact)).
•Intergenerational equity (costs should be incurred at the time when benefit is received).
•Expenditure is independent of the number of persons who benefit  (public benefit).

STEP TWO - MODIFYING  FACTORS

Considerations related to funding of expenditure needs 
Council considers whether it needs to vary the allocation of costs indicated 
due to:
•Obligation to act in the interest of the districts residents.
•Fairness and equity in the allocation of costs.
•Expenditure may be allocated in a way that effectively and appropriately promotes 
any lawful policy of the authority.

In considering any modifying factors Council also identified appropriate 
funding tools to use.

STEP THREE - PRACTICALITY
Matters related to mechanisms for funding of expenditure needs
When selecting funding mechanisms (tools) for future expenditure, Council 
must take into account the following,
•Extent to which a funding tool will achieve the desired allocation of costs.
•Efficiency of funding tools.
•Transparency.

As a result of the process for each activity Council has identified the funding tools used to fund the 
activity and to what degree each funding tool will be used.

When Council undertook its review of the funding policy it followed the above three step process for 
each of its functions.  The results of the analysis are shown in Part V.
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