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1

This report outlines the work that has been done on developing information to provide a
baseline picture of rates affordability for households and industry/business across Southland
District in 2019/2020.

2

A copy of the full rates affordability report is in included in Attachment A.

3

This analysis can be used by Council when reviewing the impact of its funding and rating
decisions as part of the Revenue and Financing Policy and also in the review of the Rates
Remission and Postponement Policy and development of the 2021 Long Term Plan.

4

The report also provides a high level overview of the methods which Council could use to
address any aggregate and distributional rates affordability issues.

5

Staff are seeking guidance from Council about the findings of the report and what action, if any,
is needed ahead of the review of related policies and plans.

6

Affordability of Council services (and subsequently rates) has been identified as a key challenge
for Council. With the cost of replacing ageing infrastructure and meeting higher environmental
standards, the ability of the District’s relatively small and geographically dispersed population to
pay for rates is an important consideration.

7

While the Local Government Act 2002 does not explicitly require that Council measure rates
affordability, the financial management obligations within the act provide the framework for
considering affordability in relation to financial prudence, financial sustainability and balancing
financial needs with financial capacity (sections 100 - 102).

8

As one of the key sources of Council’s revenue (making up 66% of revenue overall), rates are
currently a significant determinant of Council’s financial capacity. A community must be able to
be afford rates now and in the future in order to sustain the services being provided and
ultimately contribute to the wellbeing of the community.

9

As such, considering rates affordability is central to monitoring the community’s ability to pay
and hence assessing the financial capacity of Council to meet its financial needs and operate in a
financially prudent and sustainable manner.

10

A separate assessment of rates affordability (Attachment A) has been prepared which uses a
range of data to indicate the circumstances under which the ability to pay rates is more likely to
be an issue and where these issues are more likely to exist in the district.

11

This information can assist elected members in determining whether the approach to
funding/rating in Southland District is appropriate as part of the requirements of section
101(3)(b) of the Local Government Act. This section requires Council to consider the impact

that any proposed allocation of revenue liability has on the current and future community
wellbeing when deciding how to fund activities as part of the Revenue and Financing Policy.
12

The attached assessment builds on the initial analysis included in the 2018-2028 Financial
Strategy which looked at the level of Southland District Council (SDC) rates compared to
household income for residential properties in townships. It identified two townships where rates
were greater than 5% of household income (Ohai/ Nightcaps) and several other townships with
rates nearing 5% of household income. The strategy noted that there was a need to expand on
the analysis to include regional council rates and non-residential rates.

13

As a result, regional council rates for Environment Southland (ES) have been included in the
analysis and combined with rates for SDC to determine total rates paid by properties in
Southland District and provide a fuller picture of the rates burden across the district.

14

The analysis has been expanded to include all property landuse types and examine affordability at
the household, community and industry/business level. It also introduces additional
social/economic wellbeing indicators.

15

A number of data sources and assumptions have been used in preparing the data and this is
discussed in more detail later in this report as well as in the data source/methodology section of
Attachment A. The analysis can be updated as inputs change including new income data and
updated activity budgets or rate revenue forecasts. This enables Council to review the assessment
as rating related policies and plans are developed.

16

The assessment of rates affordability has been considered at two levels:


aggregate affordability - at council level where the focus is on the level of rating overall
resulting from council’s budgeting and funding decisions. The assessment looks at the
overall level of rating in Southland for properties that have dwellings (including
residential, lifestyle and farming properties) and also compares how total rates sit in
relation to regional Gross Domestic Product (GDP); and



distributional affordability – at the ratepayer or groups of ratepayer level where the focus
is on the level of rates for individuals or groups in the community resulting from
council’s decisions about how rates will be shared out. The assessment looks at
household rating between different areas of Southland, different landuse types as well as
looking at industry/business rating in relation to industry GDP.

17

The key findings from the assessment (Attachment A) show that household rates are below the
5% threshold set by Council at the aggregate affordability level, however at the distributional
level, there are rates affordability issues for different groups of ratepayers.

18

At an aggregate affordability level (council overall):
•

households overall - median household rates (ES and SDC) are 3.95% of median
household income (below the 5% benchmark set by Council)

•

community overall - total rates paid by all properties (ES and SDC $66.6 million including
GST) are around 3% of Southland District GDP ($2 billion including GST on production
and other taxes)

•

industry/businesses overall - total rates paid by industry/businesses (ES and SDC
$40.1 million including GST) are around 2% of Southland District GDP.

19

At a distributional affordability level (individuals or groups of ratepayers), rate affordability issues
are more apparent in pockets of Southland where median household rates are above 5% of
median household income:
•

at the household level, the issues are most evident in urban areas with low income levels
and a high proportion of fixed rates (in particular service rates like water, sewerage,
rubbish and recycling).
Areas of Ohai, Nightcaps, Riverton, Otautau, Tuatapere, Wyndham, Lumsden all have
median rates more than 5% of median household income and trigger multiple other
affordability indicators (refer Table 1).
The analysis shows some rural areas (Wairio, Kaweku and Fairfax) where median rates are
more than 5% of median household income. Further investigation shows that this is the
result of higher property values (and value based rates) associated with farms, particularly
with few of the other social/economic wellbeing affordability indicators triggered. In
addition incomes that are paid to farm workers in these areas may also be impacting the
level of income reported, particularly where farm owners are absentee or because of how
farm “household” income might be reported as distinct from the legal farm “entity”
income.

•

at the industry/business level, rates for the agriculture sector are at 5% of GDP mainly
due to the high capital values (and value based rates) associated with the large land areas
involved with agricultural properties like sheep, beef, dairy and cropping farms.
In addition rates for the public administration and safety sector (which is predominantly
publicly funded services like fire/police stations, schools, halls, reserves) make up just
over 5% of GDP, again mainly as a result of having higher capital/land values and
comparably lower GDP.

20

Making judgements about affordability is a matter for the subjective policy judgement of elected
members. The rates affordability assessment provides information to assist elected members with
this, particularly in deciding on how to fund its activities as part of the Revenue and Financing
Policy. This requires Council to consider the impact that proposals for revenue have on current
and future community wellbeing (Local Government Act 101(3)(b)) which involves looking at
whether the community has the financial capacity to meet Council’s financial needs from both
rates and other sources of funding.

21

As part of the process, Council must consider whether it wishes to revise any of its funding
policies as a result of the analysis and what adjustments, if any, it would like to make to address
any affordability issues.

22

With staff currently working on the review of related funding policies, staff are seeking guidance
from Council about whether there are existing affordability issues linked to current funding
methods which need to be considered during the policy reviews.

23

The report also provides a high level overview of the methods that Council could use to address
affordability issues and suggests that further investigation be carried out into the option of
reviewing the rate remission and postponement policy to develop specific
remission/postponement provisions that are targeted to assist low income households.

24

While the Local Government Act 2002 does not explicitly require that Council measure rates
affordability, the financial management obligations within the act provide the framework for
considering affordability as part of provisions around financial prudence and sustainability in
balancing financial needs with financial capacity.

25

The act places local authorities under the following obligations when managing their financial
dealings. These are:
•

managing all financial dealings prudently and in the current and future interests of the
community including ensuring that adequate provision is made to meet expenditure needs
(section 101)

•

making all funding decisions following a two-step funding process that involves consideration
of a set of funding principles to determine appropriate funding sources for activities and then

considering the impact that the resulting allocation of revenue liability has on current and future
community wellbeing (section 101(3))
•

preparing a financial strategy (section 101A) that facilitates prudent financial management by
guiding funding and expenditure proposals and making transparent the overall effects of those
proposals on the services, rates, debt, and investments

•

providing predictability and certainty about funding through the adoption of a set of funding
and financial policies (section 102)

•

running a balanced budget where operating revenues are sufficient to meet operating expenses
(section 100).

26

The core concepts are established in section 101 and 101A which inform the financial policies in
section 102 and are reinforced by the balanced budget test in section 100.

27

The key aspects are around Council managing its financial dealings in a prudent and sustainable
manner and involves ensuring that the community has the financial capacity to meet Council’s
financial needs.

28

Financial capacity is driven by the ability to generate revenue from funding sources described
under Council’s Revenue and Financing Policy (s103). The majority of Council’s revenue comes
from rates (66%), with other sources of funding making up the balance including user
fees/charges, grants/subsidies, interest and borrowing.

29

As such, a key component of financial capacity is the community’s ability to pay/afford rates.

30

While this paper considers rating affordability, rates are only one of the tools that Council can use
to fund Council activities. The Revenue and Financing Policy (s103) specifies the mix of tools
that Council can use to fund activities and the level of funding to be applied from the various
sources. This requires a two stage process be followed when making decisions about how
activities will be funded (s101(3)).

31

Stage 1 is to determine the funding tools to be used for each activity having regard to the five
factors in section 101(3)(a) including:
- Council’s objectives or community outcomes and how funding supports them (or not)
- who benefits (community as a whole, parts of the community, individuals)
- when benefits occur
- who creates the need for expenditure
- costs and benefits of funding separately

32

Stage 2 is to consider the impact of the overall allocation of revenue liability developed through
stage 1 on community well-being (section 101(3)(b)). It is for this second stage where the
assessment of rates affordability becomes relevant.

33

Given the proportion of funding that comes from rates overall, the community must be able to
be afford rates now and in the future in order to sustain the services being provided and
contribute to the wellbeing of the community.

34

As such, considering rates affordability is central to monitoring the community’s ability to pay
and hence assessing the financial capacity of Council to meet its financial needs and operate in a
financially prudent and sustainable manner.

35

The Productivity Commission’s 2019 report on Local Government Funding and Financing found
that the current main funding tools of local government in New Zealand measure up well against
the principles of a good revenue-raising system, including simplicity, efficiency and revenue

stability and the current framework provides councils with considerable flexibility in how they
raise revenue.
36

The report identified that at an “aggregate level, average rates revenue per person has grown in line with
incomes since the early 1990s suggesting that the rates “burden” has been about flat overall. However the report
noted that some smaller, rural, and lower-income councils are under additional strain because, to raise enough
revenue, they have needed to increase rates to a high level as a percentage of income.”

37

So how can Council assess whether rates are sustainable and affordable in Southland?

38

Attempting to measure the affordability of rates is about considering the social and economic
well- being of the community. This assessment is done at the community level rather than at the
individual level as Council is not charged with addressing individual rate affordability issues.

39

Central government has the primary responsibility for addressing individual affordability issues
through initiatives like the rate rebate scheme and, more generally for housing costs, with the
accommodation supplement and other income/housing related assistance.

40

In deciding what to look at, staff have referenced the guidance produced by Society of Local
Government Managers (SOLGM)1 to assist councils with defining and measuring affordability.
This guidance suggests several data sources as a good starting point for analysing capacity to pay
at three levels (Households, Businesses, Territorial Authority/Community) shown in Figure 1. All
three levels have been used in the attached analysis to some extent. The approach taken to the
household analysis also reflects the work carried out by Kapiti Coast District Council in
2017/2018.
Figure 1: Measuring affordability (SOLGM 2019)

41

2019/2020 rates affordability has been assessed at two levels:


aggregate affordability – at council level where the focus is on the level of rating overall
resulting from council’s budgeting and funding decisions; and



distributional affordability – at the ratepayer or groups of ratepayer level where the focus is
on the level of rates for individuals or groups in the community resulting from council’s
decisions about how rates will be shared out.

1

Society of Local Government Managers, PwC (2019) Affordability of rates and charges

42

At an aggregate level, the completed analysis looks at the overall level of rating in Southland for
properties that have dwellings (including residential, lifestyle and farming properties). The
aggregate analysis also compares how total rates sit in relation to regional Gross Domestic
Product (GDP). Affordability of rates at this level is influenced by the expenditure decisions of
Council as well as by its revenue base.

43

At a distributional level, the analysis looks at household rating between different areas of
Southland, different landuse types as well as looking at industry/business rating in relation to
industry GDP. At this level, ability to pay tends to be influenced by household income and
business turnover/profit. How rates are distributed between different groups within the
community (distributional affordability) also has an impact.

44

Shand in the 2007 Rate Inquiry2 noted that when total housing costs, including rates, exceed 30%
of gross household income, they are likely to create an affordability problem for lower income
groups and suggested a very approximate threshold of rates affordability is where rates exceed 5%
of gross household income.

45

Council also used the 5% threshold for assessing household rates affordability in its 2018-2028
Financial Strategy when it looked at average SDC rates paid by residential households in urban
areas in comparison to household income.

46

Using the 5% threshold again as a basis, the updated assessment (Attachment A) builds on the
2018 Financial Strategy and introduces additional indicators around socioeconomic deprivation
and housing cost pressure to provide further context around the drivers of distributional
affordability concerns in Southland district.

47

The assessment also brings in an analysis of rates affordability for businesses and the community
overall using GDP. At this stage, no threshold has been set by Council for the level at which
community/business rates become less affordable in relation to GDP.
Overview of methodology and assumptions

48

In order to complete the analysis a number of data sources have been used and assumptions have
been made (outlined in detail in the methodology section of the attachment).

49

Rates data relates to the total of Southland District Council and Environment Southland rates for
the year ended 30 June 2020 ($66.6 million including GST). This consists of $54.4 million
(including GST) of Southland District Council rates and $12.2 million (including GST) of
Environment Southland rates. Most figures in the report use total combined Council rates.
However where an analysis of rate type is included in the report (e.g. mix/basis of rates) the rate
figures only use Southland District Council data as a detailed breakdown by rate type and rate
basis for Environment Southland rates was not provided.

50

Different selections of data have been used to assess rates affordability for households versus the
community generally and the industry/business sector (detailed below).
Data about households

51

The household assessment summarises a range of household rates affordability measures for the
various area units within Southland District. These geographical groupings have been used
because of the way census income information is provided.

52

To help understand household affordability issues across the district, the report:

2

Shand, Horsley, Cheyne (2007) Funding Local Government (Local Government Rates Inquiry)

53

compares median rates bills (ES + SDC) with median household income across different
areas and land use types in the district highlighting where rates exceed 5% household income
looks for trends in areas that might impact rates affordability, including where there is a
higher proportion of low income households, rates above the median/average and property
values lower than the median
identifies areas with a greater share of properties receiving a rate rebate to help identify areas
with home owners on a low income
identifies areas with an over representation of properties with rate arrears as an indication of
difficulty paying rates
identifies areas with a disproportionate number of people receiving the government’s
accommodation supplement as an indicator of housing cost pressure
looks at the NZ Deprivation Index which measures socioeconomic deprivation to identify
areas with a greater likelihood of experiencing social, economic and health disparities

A selection of rating units have been used in the household analysis to try to fit with the census
household income “households” (places of permanent residence). This selection is based on the
following criteria:
- exclusion of vacant properties
- exclusion of non-residential properties (commercial, industrial, forestry, other)
- inclusion of properties where the landuse category is likely to contain a “household”. This has
resulted in the inclusion of residential, lifestyle, farming and dairy farming properties that
contain a residence of some type (e.g. dwelling, flat, unit, cottage, townhouse etc) noting that:
 rates on holiday homes cannot be differentiated from rates paid on places of permanent
residence and, as such it is likely that the number of rating units may be higher than the
number of households reported from the census. The impact of this is slightly offset by
the use of median rates versus average rates in the analysis.
 because farming and dairy farm rates cannot be separated between the place of residence
and productive portions of the property, median rates in rural areas are likely to be
higher. This is because rates are assessed against the total farm area and the larger areas
have large property values which means that rural properties typically pay higher
capital/land value based rates. In addition, incomes that are paid to farm workers in these
areas may also be impacting the level of income reported, particularly where farm owners
are absentee or because of how farm “household” income might be reported as distinct
from the legal farm “entity” income.
- exclusion of properties that have had rates written off or are non-rateable
- exclusion of properties that could not be matched to a meshblock
Using this criteria 12,498 rating units with total rates of $54.4 million have been used for the
household analysis which is a subset of the total number of rating units of 20,328 with total rates
of $66.6 million.

54

Population, households and income data is sourced from the 2013 census, with these figures
being the latest available for area unit and meshblock geographic reporting levels. These levels
have been selected because they provide the greatest level of detail and spread of income
information to show the variations between different parts of the district.

55

Median household incomes for 2019 have been estimated from 2013 census information using
the labour cost index salary and wage rates (June 2019 quarter) which equates to an inflation rate
of 10.6% between March 2013 and March 2019 . Estimates have been used due to the delay in
the release of census 2018 household income information and the inability to obtain alternative
area unit and meshblock income data.

Data about community and industry/business
56

The community and industry/business assessment looks at rates in comparison to Gross
Domestic Product (GDP) (total and by industry type) as a way to indicate the overall capacity of
the community and industry/business to pay rates.

57

The analysis uses modelled territorial authority GDP data produced by Ministry for Business,
Innovation and Employment (MBIE) which estimates the gross domestic product (value of
goods and services) produced within each territorial authority area.

58

While SOLGM suggested using GDP as a measure of the capacity of businesses (and the
community more generally) to pay rates, it is important to note that GDP is a measure of
turnover rather than revenue or ‘net profit’ and as such is not directly comparable to income
measures. While this difference is not ideal, there are significant limitations accessing
income/profit information for Southland industry/businesses which makes other approaches
impractical at this time.

59

Southland District’s total GDP in 2018 was $2.025 billion. Given that the breakdown of GDP by
industry type is not currently available, each industry’s share of 2018 GDP has been estimated
using that industry’s average share of total GDP between 2015-2017.

60

A selection of rating units have been used in the industry/business analysis to try to fit with the
GDP industry classifications. This selection is based on the following criteria:
- inclusion of properties where the main landuse is likely to relate to GDP classifications
(commercial, industrial, forestry, mining, farming, dairy farming, other)
- exclusion of residential and lifestyle properties
Using this criteria 7,569 rating units with total rates of $40.1 million have been used for the
industry/business analysis which is a subset of the total number of rating units of 20,328 with
total rates of $66.6 million.

61

The full analysis of rates affordability is included in Attachment A. A summary of the findings for
each component (households, community and industry/business) is detailed below.
Aggregate affordability

62

For households overall, at an aggregate level, median household rates make up 3.95% of median
household income in the district (Table 1) suggesting that at an aggregate level, household rates
are affordable (being below 5%).

63

For the community overall, at an aggregate level, total rates paid by all properties within
Southland District ($66.6 million ES and SDC) are around 3.3% of Southland District GDP
($2.025 billion) with SDC rates ($54.5 million) making up around 2.7% of GDP. While Council
has not set a rates/GDP threshold, the ratio is similar to (or less than) other territorial authorities
whose rates range between 2-5% of GDP (noting that the rates for these authorities do not
include the regional council rates for properties within the territorial authority area which have
been included in the Southland data). These include Invercargill City (2%), Gore District (3%),
Clutha (3%), Waitaki District (3%), Waimate District (4%), Timaru District (2%), Manawatu
District (4%), Horowhenua District (4%), South Taranaki District (2%), Masterton District (4%)
and Whanganui District (4%).

64

For industry/business overall, at an aggregate level, total rates paid by industry/business
properties (commercial, industrial, farming, dairy farming, forestry, mining, other) make up 2.1%
of GDP (Table 2).

65

This suggests rates are generally affordable at an overall aggregate level.

66

If Council’s overall level of rating is affordable, the way rates are distributed out amongst the
community could still create affordability issues (e.g. low income communities).
Distributional affordability
Household rates affordability

67

The assessment (Attachment A) identified that household rate affordability issues (where median
rates exceed 5% of median household income) exist in pockets throughout Southland and are
most evident in urban areas with low income levels and a high proportion of fixed rates.

68

Table 1 summarises the household rate affordability assessments across this range of indicators
(which are described in more detail in the attachment). A larger version of this table can be
viewed in Attachment B).

Table 1: Southland Residential Household Rates Affordability Summary by Area Unit (see attachment B for full size
version)

69

This shows that some parts of the District, in particular the urban areas of Ohai, Nightcaps,
Riverton, Otautau, Tuatapere, Wyndham and Lumsden not only had rates more than 5% of
household income, but also triggered several other affordability indicators including an
over- representation in the proportion of households with low incomes, properties with rate
arrears or receiving a rate rebate and population receiving an accommodation supplement as well
as higher deprivation. This is shown by the shading for each indicator across areas units in Table
1 - the darker shading across more columns suggests a greater likelihood of affordability issues.
This is usually because of lower income levels rather than higher rates (although the higher
proportion of fixed rates in these areas plays a contributing role).

70

In addition, the initial rates affordability analysis shows some rural areas (Wairio, Kaweku and
Fairfax) where median rates are more than 5% of median household income. However this is
largely a result of higher property values resulting in higher rates, with few other affordability
indicators showing.

71

Based on this analysis it is estimated that between 600 to 1,800 households may be experiencing
rate affordability issues based on the number of low income households (earning less than
$33,000) overall and in areas where median rates exceed 5% of median household income (before
any government rebates have been applied). Just over 600 properties accessed a rates rebate in
2018/2019.

72

The area unit map (Figure 2) shows how rates as a percentage of median household income
varies across the district in area unit groupings. The meshblock map (Figure 3) provides a picture
of the same information for smaller geographical meshblock areas which are explored in more
detail in the area unit summaries from page 27 onwards in Attachment A.

Figure 2: Southland District Area Unit Heatmap: rates as % of median income
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Figure 3 - Southland District Meshblock Heatmap: rates as % of median income
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Industry/Business rates affordability
73

The capacity of industry/business to pay rates has also been considered using modelled territorial
authority GDP data where rates for each industry type is considered against the GDP (value of
goods and services produced) for each industry sector.

74

The assessment identifies that industry/business rates affordability issues are most likely to occur
within the agriculture sector where rates are 5% of GDP, primarily caused by high capital values
that result from the large land areas involved with agricultural properties like sheep, beef, dairy
and cropping farms.

75

Table 2 shows data for rates relative to GDP for different industries within Southland from the
analysis.
Table 2: Southland Industry/Business Rates Affordability Summary

76

Total rates for the agriculture industry sits at 5% of GDP having both the highest GDP ($673m)
and rates ($33m) of all industry sectors with 53% of the rates for this industry associated with
pastoral fattening and 41% with dairy farming. Given the large land areas involved, agriculture
typically has higher land/capital values which means this sector pays a larger portion of valuebased rates resulting in the higher rates as a percentage of GDP.

77

Total rates for public administration and safety (which includes local government administration
and central government administration, defence and public safety) sits at 5.1% of GDP. By
nature these activities are likely to have relatively low GDP figures. However this sector is likely
to have comparably high levels of rates because the properties included in the analysis have high
capital values (fire/police/ambulance stations/public halls) or have larger land areas
(sports/golf/bowling/racing clubs) and therefore pay more in value-based rates. In addition, a
large proportion of these properties (between 32-40%) pay fixed service rates (for wastewater,
water and rubbish/recycling collection) which also contributes to the rating level of this industry
group.

78

While Council has not set a threshold for rates in relation to GDP for industry/business, the data
suggests that the agriculture sector and public administration and safety sector are more likely to
experience distributional affordability issues.
3

Details of the approach taken to assigning rates to GDP groupings based on GDP classifications is explained in
the Assumptions section of the attachment (page 24).
4
GST on Production, Import Duties and Other Taxes ($151 million in 2018) has not been in the industry analysis
as it cannot be allocated specific industry groups. This accounts for variation between table total and total
Southland District GDP ($2.025 billion).

79

Overall the analysis indicates that distributional affordability issues do exist for groups of
properties in the District. However, before Council considers any rating changes as a result, it
useful to examine the underlying causes for these differences.

80

Distributional rate affordability issues are primarily driven by two factors:
a) how Council decides to share rates out amongst the community and the resulting amount of
rates that individuals or groups in the community pay (level of rating); and
b) the ability or capacity of these individuals or groups to pay the rates (level of income). This is
typically determined by the level of income/wealth/profit/turnover but may also be
influenced level of disposable income (income after tax) or discretionary income (income
after tax and other mandatory housing costs like rates, mortgage payments, insurance and
essential costs like food, heating and clothing).
A) Sharing out rates – concepts of user pays and taxation

81

The 2007 Rate Inquiry5 noted that “taxes on real estate property (like land) have a very long history, because
land has long been seen as a visible indicator of wealth and ability to pay and, land is immobile, which makes it
easy both to assess liability and to collect taxes on.”

82

At their base, rates are a hybrid of a charge for services and a tax on real estate property.

83

Rates are typically used as a service charge where it is either not practical or efficient to charge
users directly. Rates as a tax are typically used to fund local public goods where everyone is
expected to make a contribution regardless of the level of use.

84

Decisions on how to distribute rates out amongst the community are made by elected members.

85

As mentioned above, generally there are two aspects to this – allocation based on a principle of
user pays or allocation based on a principle of taxation. The two principles are not mutually
exclusive, they can both be used in one rating system and tend to be used differently depending
on the nature of the activities being funded.

86

Where the activities being funded have benefits that are targeted more to individuals or groups
within the community, Council’s typically opt for user pays rates (like targeted water and
wastewater rates).

87

Where the activities being funded don’t fit with more targeted “user pays” thinking and benefit
the whole community or public generally, Council’s typically opt for taxation type rates (like the
general rate or other district-wide targeted rates).

88

For some activities, councils also a use a mix of both approaches. For example, Council’s roading
rate applies a “user pays” differential based on tonnage to reflect road use/damage and a “public
benefit/taxation” fixed charge to reflect the fact that everyone can access the roading network as
well as goods/services being transported on the network.

89

Southland District Council uses a range of these approaches within its rating system which
includes a general rate, uniform annual general charge and various targeted rates which use a mix
of fixed charges and value based rates (largely based on capital value) to fund activities.

5

Shand, Horsley, Cheyne (2007) Funding Local Government (Local Government Rates Inquiry)

90

This means that the level of rates, even for a residential property, can vary significantly depending
on what rates they are paying for and how these are charged. This can complicate the assessment
of rates affordability because not all properties are paying all rates.

91

For example some residential properties are connected to reticulated water and wastewater
services and receive a rubbish and recycling bin collection. These services add over $1,200 to
rates for a typical residential property in “serviced” urban areas. However households without
these services do not pay these same costs in their rates, instead providing and paying for their
own water tank and septic tank individually or disposing of their own waste on their property or
at transfer stations.

92

Council’s rating system has a number of these which means rates paid by properties in different
parts of the district vary. These variable rates include local rates for services such as halls, pools,
community board and community development areas and service rates for services like water,
sewerage, rubbish, recycling as well as water/sewerage capital loan repayments (which depending
on the scheme and repayment term may add between $143 to $1000 onto the property’s annual
rate amount).

93

Because the rates affordability assessment does not adjust for these differences (other than using
median values to reduce the impact of extremes), the parts of the district where properties pay
these rates are more likely to show up as having median rates above 5% of household income,
noting that households outside of these areas also incur service costs (like water and sewerage)
separately from their rates.

94

It is important that Council is aware of these differences when comparing rates and looking at
the affordability analysis, particularly when considering any changes to shift the incidence of
rating to address affordability concerns.
B) Capacity to pay rates – does property value relate to income?

95

Under the Rating Act, councils can levy rates based on property land values and/or capital values
or as a fixed charge. This makes rates a tax on property, where the system uses property value as
the measure of ability to pay rather than income levels.

96

However the rates affordability assessment uses household income as a measure of rates
affordability rather than property value which does create a conflict between household income
as the measure and property value as the basis for setting the tax.

97

This raises the question as to whether rates based on property values bear any relation to ability
to pay?

98

The Society for Local Government Managers (SOLGM)6 noted that Coleman and Grimes7 found
a positive relationship between property values and household incomes at both area unit and
territorial authority levels. They found that a tax based on land or capital values tends to be
progressive in relation to income and wealth (meaning the tax increases with higher value), with
some exceptions including:
• “asset rich but cash poor” homeowners like retirees who are on a small fixed income (eg
superannuation and little or no other income) but who own their own home
• homeowners who are heavily mortgaged versus those who are mortgage-free.

6

Society for Local Government Managers. (2019) Affordability of rates and charges
Coleman, A. and Grimes, A. (2009) Fiscal, Distributional and Efficiency Impacts of Land and Property Taxes,
Motu Working Paper
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99

A slightly earlier study performed by Covec8 for the 2007 Rates Inquiry also found a clear
positive relationship between income and capital value noting the relationship was weaker for
land value. However this study also found that there were instances where property value is
disproportionately high, or low, relative to income.

100 Hence it can be concluded that while there is a relationship between rating value and income (or
wealth) at a high level, there are instances where the relationship diverges significantly from the
average.
101 The affordability analysis does make an attempt to consider these differences by looking at the
variation of income within area units and highlighting areas where there is an over-representation
of households either with low income or accessing rates rebates as well as an over-representation
of people receiving the accommodation supplement to assist with their housing costs. The
assessment also includes data on median property capital values in each area unit and by different
landuse types for further context. These additional indicators help to identify the circumstances
under which a ratepayer’s ability to pay rates is more likely to be an issue and where these issues
are more likely to exist in the district.
102 However given the inability to obtain detailed individual household or business income/profit
data, it is likely that some households or businesses will also experience issues in addition to those
areas identified in the report.
103 Reports from both the 2007 Rate Inquiry and 2019 Productivity Commission identify the types
of circumstances which are most likely to cause rates affordability issues.
104 The 2007 Rate Inquiry9 report noted that while there are “pockets of affordability problems in all types of
household size, composition, and principal income source, it is low-income groups, one-person households, singleparent households, and those whose principal income is New Zealand Superannuation that are most likely to
illustrate particular rates affordability concerns”.
105 The Productivity Commission10 noted that “while concerns about the affordability of rates typically focus on
low-income (particularly elderly) households who own their own homes, usually without a mortgage (asset
rich/income poor), generally these households have much lower housing costs than other low-income New Zealand
households who rent or who have a mortgage.”
106 Instead the commission found that the issues for this asset rich/income poor group (exacerbated
by their ownership of ‘high value’ properties which attract higher levels of value-base rates) can
be quite different to the “low asset/low income” ratepayer.
107 “Most of the discussion of the affordability of rates for particular households focuses on ratepayers (owners of
residential property). Yet the economically most vulnerable households are largely renting households (Perry,
2018a)….while landlords have choices about whether to continue to own and rent their properties, renters on
average are less able to make choices that find them paying no rent.”10
108 The report noted that the households facing material hardship are mostly young, renting and on
low incomes. Perry (2018b) looked at various measures of material hardship and found that the
relationship between experiencing material hardship and living in low-income households is
inexact.
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109 “Owning a home without a mortgage makes a significant difference. While 35% of those aged over 65 have beforehousing-cost incomes in the lowest income quintile, this falls to 13% after accounting for housing costs, and only
7% on an index of material wellbeing. One reason is that (in 2015) 72% of those over 65 lived in their own
house without a mortgage.” 10
110 As such, while a lot of focus has been on the challenges faced by the “asset rich/income poor”
group, after taking into account both the government rate rebate scheme and the ability to use
rate postponement policies (which work like reverse mortgages to access funds for rates
payment), it is possible that affordability issues for this group may already largely dealt with.
111 Instead affordability issues may still need to be addressed for young, renting and other low
income households.

Council’s role in considering ability to pay
112 Making judgements about affordability is a matter for the subjective judgement of elected
members in developing their policies.
113 In their 2019 affordability guidance, SOLGM noted that it is not uncommon for ratepayers (and
others) to complain about the fairness of local government rates and charges both in terms of
affordability but also because of differences in the perceived benefits provided by council
activities and the allocation of funding across different council services.
114 The rates affordability assessment uses published data to provide information to assist Council to
make a subjective assessment of the affordability of rates and the ability of the community to pay
rates separately from opinions about willingness to pay.
115 Overall, while the assessment is not a perfect model of what ratepayers can or cannot afford
based on their individual circumstances, it does provide data and a framework within which the
affordability of rates and the distribution of rates can be discussed in more detail.
116 This can assist Council to consider whether the current approach to funding and rating for its
activities is appropriate taking into account affordability and the impact on community wellbeing
(under Local Government Act s101(3)) and when looking at any changes to its approach to
funding and rating as part of upcoming polity reviews.
117 As outlined earlier in the report, when deciding on how to fund its activities, section 101(3) (b) of
the Local Government Act 2002 requires Council to consider the impact of its proposals for
revenue on current and future community wellbeing.
118 This is a very high level subjective policy judgement about whether there is a need to revise
funding policies given the impact on the four wellbeing’s.
119 Part of this involves considering whether the community has the financial capacity to meet
Council’s financial needs both from rates and other sources of funding.
120 Implicit in that test are the questions about whether Council has an “aggregate affordability”
issue (ie is the total level of rating Council is aiming to collect too high?) or whether Council has a
“distributional affordability” issue (ie is the proposed allocation of rating costs between different
groups – geographical areas, types of properties, service users - too high?).
121 The rates affordability assessment (Attachment A) provides information to assist elected
members when making such judgements.

122 The assessment suggests that the main areas of tension currently are at a distributional level
rather than aggregate level:
-

household affordability indicators show tension manly in low income areas of the district
which have a high proportion of rates set as a fixed charge for services like water, sewerage
and rubbish. Published research also suggests that young renting households are more likely
to experience rates affordability pressure.

-

industry/business indicators show the agricultural and public safety/administration sectors
with the highest level of rates as a proportion of GDP.

123 Council can use this information to consider whether it wishes to revise any of its current
funding policies and also when thinking about the appropriateness of its funding choices during
the reviews of its Revenue and Financing Policy, Rate Remission and Postponement Policy,
rating system or budgeting process.
124 In their 2019 report, while the Productivity Commission11 pointed out the requirement for
councils to consider both the benefits principle and ability to pay in making its decisions about
how it funds its activities under section 101(3) of the Local Government Act, in their view
tackling “ability to pay” needed to complement relevant central government policies given that
the primary role for income redistribution sits with central government.
125 The main forms of central government assistance for housing costs are the accommodation
supplement and rate rebates scheme:
-

the rate rebate scheme is targeted to low-income home owning households (earning less than
$44,000 per annum), providing up to $640 a year (a little over $12 a week) towards rates and
is not available to renting households in otherwise similar circumstances.

-

the accommodation supplement is the government’s principal form of assistance for
accommodation costs to low-income households living in private residences. Most recipients
of the rate rebate scheme would not qualify for the supplement because their housing costs
are too low (as they usually own their own homes without a mortgage).

126 The government also helps families in social housing through a large income-related rents
subsidy programme (Ministry of Social Development, 2019) with additional assistance for some
households to meet their essential housing costs coming via the temporary additional support
payment.
127 The commission suggested that central government is best placed to tackle pressures on lowincome households facing high housing costs. This is because central government holds detailed
information on individual/household circumstances which is needed to determine equitable
assistance and is also responsible for the taxation system which is used to fund any income support
programmes.
128 Given this, Council must also consider whether it has a role to play in addressing ability to pay for
low income/young/renting households (and possibly the agricultural sector) over and above the
approaches taken by central government.
129 The completed affordability assessment tells us that there are potentially current rate affordability
issues in low income areas and also with the level of rates paid by the agriculture sector. As such,
staff are seeking guidance from Council about whether there is an existing issue that needs to be
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addressed during the upcoming policy reviews and, if so, the nature of the issue that Council is
seeking to address.
Allocation of rates – aspects to consider
130 Determining how to allocate rates is an issue for Council to decide. Setting rates is a form of
taxation and like any taxation system there is no perfect approach. What is affordable or equitable
to one person might be unaffordable or inequitable to another.
131 Sector guidance suggests that elected members should focus on whether the rates are appropriate
and aim to strike a balance in this regard.
132 While there are numbers principles to consider when allocating rates, a key taxation concept
related to affordability is the concept of vertical equity - where residents with greater ability to
pay should pay more tax than those with less ability to pay.
133 As stated earlier, within the rating system, ability to pay in this context is measured by property
value (rather than income), with capital value believed to be a better reflection of ability to pay
compared to land value (Shand12).
134 Research in the 2007 Rate Inquiry12 report indicated that there is a strong link between property
values, in particular capital value, and household incomes. On this basis, for the purposes of this
discussion, it is assumed that higher property capital values indicate a greater ability to pay.
135 The degree to which someone with a higher property value pays proportionately more rates is
termed the “progressivity” of the tax system. The 2007 Rate Inquiry12 included a table
summarising local government funding tools in terms of their regressive and progressive effects
on household affordability (Figure 4 below).
Figure 4: Continuum of regressive-progressive rating tools

136 Funding tools that have a proportionally greater impact on ratepayer income as income decreases
are regressive. Progressive funding tools impose costs that increase as a proportion of total
income. Of the rating tools commonly used in New Zealand, uniform annual general charges
(UAGCs) and fixed charges by way of targeted rates are more regressive than general rates. The
statutory 30% cap on UAGCs and fixed charges other than for water and sewerage is designed to
limit these regressive impacts.
137 Different rating tools have different proportionality. Fixed charges are often favoured because
they are seen as fairer - everyone pays the same for the same service acting like a club/access
charge. However, from an affordability perspective, fixed charges are classed as more regressive
12
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as they have no proportionality with income (or property value as a proxy for income). In
comparison, values based rates like capital value and land value are considered to be more
progressive.
138 In their affordability guidance SOLGM state that “the design of a funding system (rates in particular) is
affordable if the distribution of the rates burden is such that everyone experiences the same amount of pain (sacrifice)
for the last dollar of rates paid. Generally, for a given level of rates, those who are well off don’t feel as much pain as
those who are less fortunate. It follows that those who have more capacity to pay rates should be asked to contribute
more.”
139 This suggests that those with higher capital or land value should pay more in rates.
140 The 2007 rates inquiry13 observed that rating systems in general become more regressive in
relation to incomes when there are more fixed charges. As such, the level of fixed charges is a key
area for Council to consider when looking at rates affordability, particularly in relation to low
income households.
141 The Local Government (Rating) Act 2002 currently limits the proportion of revenue from fixed
charges (excluding service rates like water and wastewater) to 30% of rates revenue.
142 Excluding these service charges, Council currently collects 27% of revenue from fixed charges.
However when service rates for water, wastewater, rubbish and recycling are included, the
proportion of fixed charges is over 50% (Table 5 in paragraph 152).
143 In addition, when looking at the median fixed rates that different landuse sectors pay (Table 4
paragraph 150) total fixed charges (including service fixed charges) can make up over 90% of the
rates for a residential rating unit overall and over 40% when service fixed charges are excluded.
144 Taking this into account, Council’s rating system may be considered to be too regressive with an
over reliance on fixed charges. This means that people who own (or rent) properties of lower
value will likely be contributing a greater percentage of their property’s value in rates than people
with higher value properties.
145 Given this, the level of fixed charges is one area that Council may wish to look at if it wishes to
make adjustments in relation to rates affordability.
146 The discussion below summarises the three high level approaches available to Council to tackle
ability to pay issues. A detailed assessment of these options has not been completed but will be
developed if Council wishes to consider these further.

A. Changing the way rates are shared out amongst ratepayers (distributional
affordability)
147 This does not change the total amount of rates collected, just how they are distributed amongst
ratepayers. The main options include:
a) collecting more rates based on property value (capital/land value) instead of fixed charges
which increases rates for higher-value properties and reduces rates for lower-value properties or
vice versa.
b) making greater use of targeted rates and/or differentials and charging certain groups of
ratepayers more/less for specific activities which would increase rates for those properties
13
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being targeted and reduce rates for those properties not targeted. An example of this would
be moving portions of the general rate to a targeted rate against specific properties or
introducing differentials for commercial or rural properties;
c) changing who pays current targeted rates and the catchments in which rates are charged
which would either reduce rates by sharing costs out over a greater number of properties or
increase rates for properties those in areas with very low costs. An example of this is the
clubbing together of water and wastewater rates for those connected rather than each
community paying their own scheme costs or replacing current local community board and
CDA rates with a single community board rate that covers the whole board area (rather than
only township area).
148 Council’s rating system is currently made up of 151 individual rates; some are fixed while others
vary according to a property’s land or capital value. Council also has some usage-based charges
(e.g. volumetric water charging).
149 Fixed charges make up 52% of all rates collected by Council with 48% based on property value
(47% capital value; 1% land value). Figure 5 shows the breakdown of Council’s 2019/2020 rates.
The outer circle shows the proportion of rates collected on the basis of fixed charges, capital
value and land value. The inner circles shows the type of rates within these rating methods.
Figure 5: Basis and type of rates
 Variable Charge - Land Value Rates (1%):
 Local rates (Wards)

 Fixed Charge - Fixed/Uniform Rates (52%):
 General Rate
 Heritage Rate and Waste Management Rate
 Roading Rate
 Local Rates (Halls/Boards/CDAs/Pools/Airport)
 Water and Wastewater (service)
 Rubbish and Recycling (service)
 Water and Sewerage Loans (service)

 Variable Charge - Capital Value Rates (47%):
 General Rate
 Waste Management Rate
 Roading Rate

150 Table 4 shows the median fixed charge, median service fixed charge and median variable value
based charges paid by each landuse sector. The variations in fixed charges between sectors relate
to differences in the services provided in different areas as well as the number of units charged.
Variations in the value-based charges is generally related to the property’s value.
Table 4: Median Rates by Rate Basis and Landuse

1 – Column A includes fixed charges for the Te Anau and Tuatapere Community Board differentials. Please note
that in Table 5 below, because these rates are set on a differential basis, they are not included in the calculation of
the 30% cap and as such are reported in column C in Table 5 rather than column A.

151 The type of rates include those for:
district activities like roading, heritage and waste management and general rates that all
properties pay. The median fixed charge for these rates totals $759. The median capital value
portion for these rates is $329 with the range of individual rates varying from $2 to $312,000
depending on property value and the majority of these value based rates sitting between $2$650.
local activities like halls, community board/CDA rates, pools and wards that some properties
pay depending on the area the property is in and the activities provided in this area. The
median local fixed charge is $266 however these fixed charges range between $4 to $986 per
property depending on the activities in the area and the number of units charged. The median
land value portion for the ward rate is $4 with the range of individual rates varying from $1 to
$3,400 and the majority of these value based rates sitting below $6.
services like water, sewerage and rubbish/recycling that some properties pay depending on
the service they receive and their level of usage. While the median service fixed charge is
$1,224, these charges range between $44 to $70,000 depending on the number of units
charged and/or usage and whether any water/sewerage loan repayments are included.
152 Table 5 shows the total rates collected for each landuse sector as either a fixed charge excluding
service charges (column A), service fixed charges for water, wastewater, and wheelie bin
collections (column B) or variable charges based on property value or for certain differentials
(column C).
Table 5: Total Rates by Rate Basis and Landuse

$15.01 m

$12.38 m

$27.05 m

$54.44 m

1 – Column A excludes fixed charges for the Te Anau and Tuatapere Community Board differentials with these
included in column C because these rates are set on a differential basis and are not included in the calculation of
the 30% cap.

153 Under Section 21 of the Local Government (Rating) Act Council is restricted to collecting a
maximum of 30% of rates revenue from uniform charges. This includes the uniform annual
general charge as well as uniform targeted rates that apply across the district (noting that this
excludes certain uniform targeted rates such service rates like water, wastewater and wheelie bin
collections).
154 The cap limits the potential impact that fixed charges have on the overall rating burden for lowincome households and was intended to prevent the rating system being too regressive.
155 Column A in Table 5 represents the rates that are used to calculate the 30% cap. While overall
Council is below the 30% cap, residential and lifestyle landuse sectors pay more than 30% of total
rates (excluding service charges) on a uniform basis (42% and 53% respectively). In addition,
when fixed service rates are included, the proportion of rates collected on a uniform basis are
closer to 90% for residential properties.
156 This suggests that the distribution of rates could be considered to be too regressive for these
sectors with low income households in these areas more likely to be experience rates affordability
pressure as a result. Taking this into account, there may be an argument for Council making a
greater use of value-based rates rather than uniform/fixed charges in the residential/lifestyle area
and/or overall.
157 In saying this, it is also important to note that some members of the community believe that it is
“fairer” for households to pay the same amount for Council’s services – irrespective of their
property value. For example, during recent workshops with Council’s Community Boards,
members of the boards have generally expressed a preference for setting local rates on a fixed
basis versus using property value noting that they see this as “fair”.
158 With around half of Council’s rates being set on a fixed basis and half on a property value basis –
there may also be an argument that the current mix of rates is appropriate.
B. Targeting rates assistance for low income households (distributional affordability)
159 Some councils provide specific rate remissions aimed at assisting low income households or
households facing financial hardship. These tend to be focussed on providing support for

residential ratepayers with low incomes and extend the support already provided by the
government rate rebate scheme. This approach enables any support to be targeted to those in need
based on their individual financial circumstances.
160 Some councils also provide rate postponement and/or reverse equity schemes to assist people with
short-term income affordability issues or to assist “asset rich/income poor” households like
retirees. These work by reducing rates now with rate payments deferred to a future date – often
linked to the sale of the property, death of the ratepayer, ratepayer no longer residing at the
property or at a date agreed with Council.
161 These forms of assistance increase the amount of rates needed overall and/or shift the rating
burden to other ratepayers.
162 Both Kapiti Coast District Council and Hamilton City Council offer remissions specifically for low
income households.
163 With Kapiti Coast, an annual amount is included in Council’s overall budget for rates assistance
(fixed at around $200,000) to support low income ratepayers (including on behalf of tenants) facing
challenges paying their rates. Here Council contributes up to $300 in support for ratepayers where
rates are more than 5% of net household income (theirs, their tenants or licensee) after any
government rate rebate (up to $640). The income threshold ($34,000) means that remissions are
available to people who don’t qualify for a central government rebate, but still have rates greater
than 5% of income.
164 This assistance is also available to ratepayers who own rental properties with tenants facing financial
difficulties or to ratepayers who jointly own licenses to occupy (e.g. retirement villages whose
licensees face financial difficulties).
165 Their aim is to reduce rates much closer to, or even below, 5% of household income.
166 Figure 6 shows the combined impact the government’s rebate and the Kapiti Coast’s additional rate
assistance on low income areas in Kapiti Coast in 2017/2018.
Figure 6: Kapiti Coast District Council low income rebate/remission example

167 Hamilton City Council provide a council rates rebate (alongside government rates rebate) for owner
occupied residential properties where the ratepayer is facing financial difficulties. They provide a
maximum remission of $529 with a basic allowable income factor set at $24,882.
168 In Southland, once the government rates rebate is taken into account (and assuming all low-income
properties are entitled to the rebate), rates in low income areas are generally much closer to, or even
below, 5% of household income (Table 6 column G). The gap would reduce even further if
Council provided additional assistance to low income households in the form of additional

rebates/remissions. For example, if Council provided $300 in rates assistance to low income
households, only one area unit would have household rates slightly above 5% of household income
(column J).
Table 6: Southland District low income remission example

169 If Council wanted to consider this option, more detailed investigations would need to be carried
out into the level of remission and impact that the remission would have on other ratepayers.
C. Reducing the amount of rates needed (aggregate affordability)
170 This would involves reducing the amount of rates funding needed by either:
-

reassessing the activities/levels of service that Council provides to reduce expenditure and
therefore the level of rates needed as part of the 2021 Long Term Plan; and or

-

increasing the amount of income from non-rates revenue (such as fees and charges or
alternative income streams such as investments) to reduce the level of rates needed.

171 The impact that this would have on rates would depend on which activities are adjusted and
which ratepayers pay rates for these activities. For example, if changes were made roading, as a
district-wide rate all ratepayers would be impacted, compared to a local rate like a hall rate – only
those ratepayers paying for that hall would see the benefit.

172 The Local Government Act 2002 places a number of obligations on local authorities when
managing their financial dealings. These are:
•

managing all financial dealings prudently and in the current and future interests of the
community including ensuring that adequate provision is made to meet expenditure needs
(section 101)

•

making all funding decisions following a two-step funding process that involves consideration
of a set of funding principles to determine appropriate funding sources for activities and then
considering the impact that the resulting allocation of revenue liability has on current and
future community wellbeing (section 101(3))

•

preparing a financial strategy (section 101A) that facilitates prudent financial management by
guiding funding and expenditure proposals and making transparent the overall effects of
those proposals on the services, rates, debt, and investments

•

providing predictability and certainty about funding through the adoption of a set of funding
and financial policies (section 102)

•

running a balanced budget where operating revenues are sufficient to meet operating
expenses (section 100).

173 The core concepts are established in section 101 and 101A which inform the financial policies in
section 102 and are reinforced by the balanced budget test in section 100.
174 The key aspects are around Council managing its financial dealings in a prudent and sustainable
manner and involves ensuring that the community has the financial capacity to meet Council’s
financial needs.
175 One of the key policies that Council uses to enact its financial management obligations is the
Revenue and Financing Policy (section 103). The policy must outline Council’s approach to
funding its operating and capital expenses from a range of sources including:
•

general rates, including choice of valuation system and differential rating; and uniform annual
general charges (s103(1)(2)(a))

•

other sources including targeted rates, lump sum contributions, fees and charges, interest and
dividends from investments, borrowing, proceeds from asset sales, development
contributions, financial contributions, grants and subsidies, any other source (s103(1)(2)(b-j))

176 Council must also show how it has, in relation to the sources of funding identified in the policy,
complied with section 101(3) in determining what the appropriate way to fund activities including
through rates. The section requires that Council consider –
(a) in relation to each activity to be funded,—
(i) the community outcomes to which the activity primarily contributes; and
(ii) the distribution of benefits between the community as a whole, any identifiable part of the community,
and individuals; and
(iii) the period in or over which those benefits are expected to occur; and
(iv) the extent to which the actions or inaction of particular individuals or a group contribute to the need to
undertake the activity; and
(v) the costs and benefits, including consequences for transparency and accountability, of funding the activity
distinctly from other activities; and
(b) the overall impact of any allocation of liability for revenue needs on the current and future social, economic,
environmental, and cultural well-being of the community
177 Council’s Revenue and Financing Policy, Rates Remission and Postponement Policies and
methods of rating all give effect to these considerations in some way.
178 Sections 101(3)(a)(ii)(iv)(v) and 101 (3)(b) have useful considerations for Council to take into
account when making rating decisions including determining what rates might be needed and
who should pay them as well as what adjustment, if any, might be needed to ensure that rates are
affordable or support community wellbeing aims.

179 At this stage community views have not been sought about the assessment of rates affordability.
180 The community generally expects Council to operate in a financially prudent manner which
includes ensuring that services are delivered and rated for in a financially sustainable and
affordable way.
181 Council regularly hears concerns about the affordability of rates. Some people on low and fixed
incomes struggle to pay their rates and some people with high rates (typically caused by high

capital values, differentials or multiple charges) think what they pay bears no relation to their use
of the services or the benefit they receive.
182 Community feedback about the appropriateness and fairness of rating tends to be dominated by
people’s assessment of their individual rate bills rather than an assessment community-wide.
183 There is no perfect rating system and councils throughout the country all take different
approaches to rating.
184 Council must make its own judgements around what is appropriate, sustainable and affordable
and there is an opportunity for the community views to be heard about this during consultation
over related plans and policies including Revenue and Financing Policy, Rate Remission and
Postponement Policy, Annual/Long Term Plan budgets and Rating Policies.
185 While the community will have the opportunity to have an input into these policy decisions, the
final responsibility for the decisions on how Council funds its activities (and sets its rates and
level of rates) sits with Council.

186 The cost of the analysis is included in the 2019/20 budget and work programme.
187 At this stage, guidance is being sought from Council about whether it wants to respond to the
assessment of rates affordability in any way.
188 If so, the costs and financial implications of any changes to the way activities are funded and
rated for will be further quantified as part of the review of the Revenue and Financing Policy,
Rate Remission and Postponement Policy and/or rating policy.

189 At this stage, guidance is being sought from Council about whether it wants to respond to the
assessment of rates affordability in any way. If so the relevant policy implications will be worked
through as part of review of Revenue and Financing Policy, Rate Remission and Postponement
Policy and/or rating policy.

190 The options are for Council to receive the rates affordability assessment and take no further
action or receive the rates affordability assessment and identify the nature of any rate affordability
issues that need to be specifically considered during the upcoming review of the relevant policies
and plans (including Revenue and Financing Policy, Rates Remission and Postponement Policy,
Rating Policies and Long Term Plan).
191 If changes are sought, it is important that members clarify and agree the outcomes that they are
seeking for the community or parts of the community so that staff can look at options for
changes that are in line with elected members thinking as part of these reviews.



signals that council is generally comfortable
with the affordability of its current
approach to rating/funding



rates affordability will likely remain
unchanged with affordability issues in some
pockets of the community and a potential
deepening of these given the regressive
nature of the current rating approach



avoids shifts in rating burden which may
have an impact on the community



enables policy review work to progress on
the basis of achieving similar outcomes to
what is currently in place. However this
notes that there are separate issues which
have already been identified (such as
Stewart Island sustainability review) which
may result in some changes to current
rating as policy review progresses



signals that council’s main concern about
rates affordability is related to low income
households



depending on how funding for the
assistance will be collected - could result in
shifts in the rating burden which will affect
parts of the community where their shares
of rates is increased



enables options for targeted assistance to
be considered with clear outcomes



avoids creating new rating issues that may
result from broader changes to the
Council’s rating policies and structure



could be create additional administration
time/cost for processing and assessing
applications



ensures that any assistance provided will be
based on actual information about the
individuals circumstances rather than
grouped data and assumptions



application process may create barriers for
low income householders accessing support



given typically low housing costs in
Southland compared to other regions



the work will need to be progressed in a
timely way to inform the policy reviews and



could supplement the existing rate rebates
scheme and provide support for renting
households which are currently not covered



signals that council has concerns about
rates affordability and provides more
context around what the specific concerns
are and what outcomes they want to see for

the community which be incorporated into
the forward work programme to look at
options for addressing these

be in place for the 2021 LTP rating
processes


will likely result in shifts in the rating
burden which will affect parts of the
community where their shares of rates is
increased



limitations on the information available,
particularly around accessing accurate
household and business
income/wealth/cost data means that there
is a risk that the assessment has
information gaps or makes assumptions
which don’t reflect the actual circumstances

192 In this report Council is being asked to receive the rate affordability assessment and provide
guidance to staff on whether it wants to responds to the assessment findings in any way.
193 While there is potential for any further work to lead to what might be seen as significant changes
in rating for parts of the community, the decision to receive the report and determine the next
steps is not itself a significant decision. The significance will follow as part of the policy reviews
and options for making changes.

It is recommended that is option 2 - Receive the rates affordability assessment and request
further investigation be carried out into the feasibility of development a rate
remission/postponement for low income households as part of the review of the Rate Remission
and Postponement Policy

194 Council staff will incorporate the feedback into the review work being progressed on the
Revenue and Financing Policy, Rate Remission and Postponement Policy and/or rating policy as
required.

⇩
⇩

☐

☐

☒

1.

The purpose of this report is to provide Council with an overview of the financial results to date
by the nine activity groups of Council, as well as the financial position, and the statement of cash
flows.

2.

This report summarises Council’s financial results for the eleven months to 31 May 2020.

⇩

☐

☐

☒

1.

In late June 2020, the Department of Internal Affairs, advised councils that central government
was undertaking a major programme of water service provision reform. In short, government is
looking to establish a small number of publicly owned multi-regional entities to take over the
delivery of the water services currently delivered by local government.

2.

This was not surprising given the number of discussions across the sector that have focussed on
rising wastewater standards, ageing infrastructure, the financial challenges on communities due to
the Covid-19 crisis, and the CIP shovel-ready infrastructure project process.

3.

The government engaged with LGNZ’s National Council on this reform programme early on in
the lockdown to canvas the sector’s likely reaction to the proposal.

4.

National Council proposed that LGNZ and SOLGM partner with the government (via a codesign process) to progress development of the policy framework within which the reforms will
occur. This will ensure that the voice of communities, alongside the interests and expertise of
councils, is reflected in the reform work.

5.

That offer was accepted by the Prime Minister at the Central Local Government Forum, and the
work has since commenced, the first results of this work being the announcement of the Three
Waters Steering Committee.

6.

The Steering Committee comprises:

7.



Independent Chair: Brian Hanna



Local Government: Rachel Reese, Alex Walker, Bayden Barber, Stuart Crosby, Vaughan
Payne, Monique Davidson, Pat Dougherty, Hamish Riach, Steve Ruru, Miriam Taris, Heather
Shotter, Alastair Cameron, Craig McIlroy



SOLGM: Karen Thomas, Kevin Lavery



LGNZ: Jason Krupp



DIA and advisors: Paul James (Secretary for Local Government), Allan Prangnell, Richard
Ward, Michael Chatterley, Nick Davis, Natalie McClew



Taumata Arowai: Bill Bayfield



Treasury: Morgan Dryburgh

A critical condition for LGNZ National Council was that choice is retained in the system. Put
simply, whatever the outcome from the policy development process, each council must be free to

choose how it meets the new drinking and wastewater standards – i.e. ‘opt in’ to the model
offered, or by other means. That has been incorporated into the reform programme with local
authorities being given the opportunity to ‘opt-in’ over the next three years. At the opt-in point
local authorities will be able to access a level of stimulus funding to assist with renewal and other
capital works required to upgrade water, wastewater or stormwater systems.
8.

A series of national workshops are being held in late July with one being held in Invercargill on
the 30th July, to explain the reform programme and the requirements for local authorities to be
able to access the first round of stimulus funding. This includes the execution of a non-binding
Memorandum of Understanding between the Crown and the relevant local authority.

9.

The policy work required to design the new entities and create the framework within which they
would operate has commenced and will be progressed over the next three years. A series of joint
government and local government working groups will be established to assist with this work.

10.

The Ministry for the Environment is also continuing its work with the development of a
proposed new National Environmental Standard for wastewater discharges and overflows, as
signalled in the Action for Healthy Waterways discussion document last year.

11.

To support this work Boffa Miskell, GHD and BECA have been employed to develop a report
documenting current and emerging issues facing the wastewater sector in New Zealand, covering
issues such as trade waste practices, climate change considerations, iwi/Māori values and landbased disposal.

12.

At the beginning of July central Government announced how the $3 billion infrastructure fund in
the Covid Response and Recovery Fund will be allocated across regions. The Southland region is
to receive $90 million with the first $10 million being allocated to the Invercargill CBD project.
Decisions on other projects that are to be supported across the Southland region will be made in
coming weeks.

13.

At a national level the package announced about $210 million for climate resilience and flood
protection projects, $155 million for transformative energy projects, about $180 million for largescale construction projects and $50 million for enhanced regional digital connectivity. Further
detail on the projects that have been approved in this initiate stage are available on the beehive
website (https://www.beehive.govt.nz/release/infrastructure-investment-create-jobs-kick-startcovid-rebuild).

14.

The Covid-19 Recovery (Fast-track Consenting) Bill has been introduced to parliament and
referred to select committee with a short ‘turn around’ for public submissions. The bill will
provide the Government with new, temporary (two years) powers to fast-track resource
consenting and designation processes for specified development and infrastructure projects.

15.

The Bill enables two categories of projects, being the 17 specific projects listed in schedule 2 of
the Bill or projects that are referred via an order in Council/Ministerial approval process, to have
access to the fast-track consenting and designation. The Environmental Protection Agency will
have responsibility for coordinating the processing of these resource consents.

16.

As previously reported the Ministry of Social Development is reporting weekly updates on
changes in job seeker support benefit numbers. As at 26 June the Southland region was at 5.1%
of the working age population, which has increased from 4% at the start of January 2020. This
equates to an increase of 652 individuals. These numbers exclude migrant workers who are not
eligible for jobseeker support.

17.

A Local Government Recovery Reference Group has been established to provide advice and
input to Government on the shaping of the central government recovery programme and ensure
that it can link in with local initiatives. One of the challenges has been the fact that central
Government has been moving at speed given the pending national election cycle.

18.

Due to the additional pressures created as a result of Covid-19 a decision has been made, subject
to the passing of legislation by parliament, to extend the normal four month statutory timeframes
for adoption of local authority annual reports by a further two months. This means that all local
authorities will now need to have their annual report completed by 31 December, rather than the
end of October.

19.

Traditionally, Council has aimed to have its report adopted by the end of September. It has
become clear, however, that the auditors are not able to support this timetable this year due to
the impacts of Covid-19 on workforce supply. Staff will keep Council updated on the expected
reporting timeline once further information becomes available from Audit NZ.

20.

The Office of the Auditor General (OAG) has recently released a report, Managing conflicts of
interest: A guide for the public sector, which provides updated guidance on the management
of conflicts of interest. A copy of the report is available on the OAG website
(https://oag.parliament.nz/2020/conflicts/docs/conflicts-of-interest.pdf).

21.

In parallel with the general public sector conflicts guide the OAG has also recently released an
updated guide on the management of conflicts within a local government context and in
particular the Local Authorities Members (Interests) Act 1968. The guide titled Local Authorities
(Members’ Interests) Act 1968: A guide for members of local authorities on managing financial
conflicts of interest is also available on the OAG website
(https://oag.parliament.nz/2020/lamia).

22.

I would encourage elected members to read both guides as they provide useful guidance on how to manage
conflicts and in particular the approach that is being adopted by the OAG that has specific legislative powers
to enforce the required standards in this area.

23.

Health, Safety and wellness continues to be a focus within Council. The draft Health and Safety
Plan for 2020/2021 was approved by the Finance and Assurance meeting in June and will be
presented to Council in July 2020. Key areas of focus for 2020 and 2021 include complete
implementation of the health, safety and wellbeing training, finalisation of the serious mental
harm critical risk control plan, continued work on critical risks and develop an action plan
following the external gap analysis undertaken in June.

24.

Council received the following thank you from Rakiura Heritage Trust regarding our museum
activities. The value of the museum programme being clearly illustrated by the below comments.
“The Rakiura Heritage Trustees wish to express their gratitude and appreciation for the professional services
provided by Roving Museums Officer as we confront the complicated process of shifting our Collection from the old
museum to the new one. We are also grateful to the Southland District Council for funding the services which
Roving Museums Officer provides. The meticulous planning, preparation and communication to us of the issues
involved have made this huge task much less daunting for us. The Roving Museums Officer has spent long hours
sorting, packing and labelling many of the most fragile items in the Collection. Her comprehensive knowledge of our
Collection and of issues relating to local history are contributing in a most valuable way to the interpretation and
presentation of topics in the new exhibition. We are conscious that this work involves regular, long periods away
from her own home and her own life and we appreciate the sacrifices she makes on our behalf. On a personal note,
I am most grateful for the support and advice provided to me as I work my way through a Museums study
course. As a rank amateur, I have had much to learn and the Roving Museums Officer has made the process
effective and enjoyable. Sincerely. (Raylene Waddell, Minutes Secretary, Rakiura Heritage Trust)”.

25.

June is the busiest time of year for dog control, with dogs needing to be re-registered by
1 July. Along with a strong focus on encouraging dog owners to register online, another focus
this year is ensuring that new dogs are classed correctly first time; for example ensuring working
dogs meet the legal definition of working dogs.

26.

The environmental health officers are focussing on the implementation of the new Datacom
software that will enable food business verifications to be completed on a tablet. The new
software can sync with Council’s processing systems, and also can upload verification data to the
Ministry for Primary Industries.

27.

Covid-19 has not noticeably affected incoming workloads. Incoming resource consent
applications remain consistent with the same period in 2019 and if anything the volume of
incoming building consents and customer enquiries have increased during and after lockdown.
There has also been a vacancy within the team which has impacted on getting consents issued
within timeframes.

28.

Dark Skies Plan Change for Rakiura – The decision on the Council initiated plan change has been
finalised by the committee and the decision will be released in the next few weeks. The decision is
subject to appeal, if no appeals are received the plan change will be made operative by Council
and the rules will have legal effect.

29.

Up until the alert level 4 restrictions coming into force, ongoing policy focused work was
occurring on the regional work streams for Climate Change, Biodiversity, Landscapes and
Natural Character. It is unclear in a national space what impact the Covid-19 pandemic will have
on anticipated national direction as government was signalling significant changes were going to

be gazetted prior to the election. It is expected that the national policy statements on urban
development and highly productive land will progress before the election. The majority of
Council’s policy work in this space still needs to progress due to it already being a legislative
requirement but the timeframe to deliver may vary.
30.

Council has endorsed a report to bring forward the review of the landscapes section of the
District Plan. Work is now underway to understand the unique nature of Southland’s landscapes,
cultural values and local areas of significance. There are a number of pieces of work that will
inform a review and also a number of conversations with communities and land owners. It is
anticipated that a plan change will be notified in the middle of 2021.

31.

Council was part of the territorial authority reference group providing feedback to the Ministry of
the Environment on the proposed National Policy Statement on Indigenous Biodiversity and the
proposed New Zealand Biodiversity Strategy.

32.

Consultation on the NPS for Indigenous Biodiversity closed in March 2020. Council submitted
stating that in Council’s opinion, achieving the requirements of the statement will require a
significant body of work identifying potentially Significant Natural Areas, mapping them and
revising rules within the District Plan to protect and enhance them. It is anticipated that there will
be a significant cost associated with this work. There is estimated to be 1.7 million hectares of
potentially significant biodiversity which equates to 57% of our district. Approximately, 94,000ha
of this area is indicated to be on private land. Council has provided input into the LGNZ
submission and SDC is one of the case study councils forming part of that submission. It was
anticipated that the National Policy Statement will likely be gazetted prior to the general election
in September but this has been delayed until approximately February 2021.

33.

Resource consent data for previous few months:


April - 27 applications received, 15 decisions issued.



May – 28 applications received, 16 decisions issued.



June – 22 applications received, 26 decisions issued.

34.

The Speed Limits Bylaw was adopted by Council at its 23 June 2020 meeting. Implementation of
the bylaw will occur in August 2020. Council also discussed and adopted the top 10 strategic
risks for Council, effective 1 July 2020.

35.

Council have finished formal consultation on the draft Keeping of Animals, Poultry and Bees
Bylaw. Submissions will be presented to Council on 27 August 2020.

36.

Council are still reviewing the charging method for commercial jetty usage on Stewart
Island/Rakiura. Options on how commercial users could be charged, are likely to be presented to
the Services and Assets Committee in September. Staff are working on the asset management,
risk management and community assistance policies.

37.

The Annual Plan 2020/2021 was adopted by Council at their meeting on 23 June 2020. The
online version is now available on the website with the printed version to follow shortly.

38.

The Annual Report period is now underway and due to be completed by 21 October 2020.

39.

The Long Term Plan is entering the final year of the process. First drafts of the activity
management plans are due for completion at the end of June and key documents, the draft
infrastructure and financial strategies are currently being developed and intended to have initial
discussions with Council in August 2020. The long term plan process will continue to ramp up
over the next six months as all the pieces come together to produce the draft Long Term Plan
and consultation document in time for public consultation in March 2021.

40.

The Community Partnership Fund for each of Council’s nine community boards opened on
1 July 2020. All boards have set their own criteria and closing dates with some opting to have
multiple funding rounds and others choosing just one.

41.

At the time of preparing this update, the application forms were in the process of being finalised
and will be available online under the community board pages on Council’s website with hard
copy forms being available from Council offices. Staff are also in the process of finalising the
launch of this fund on Council’s website, Facebook page and our community board Facebook
pages.

42.

Several of our boards have held (or are in the process of holding) meetings with their community
to launch the fund locally. These meetings have been met with a positive response from our
communities and have been well attended.

43.

As part of the funding review process where it was decided to disestablish the Community
Initiatives Fund and create the Community Partnership Fund (which is to be administered by
Council’s nine community boards), a separate fund is also being retained for District wide
initiatives to be allocated by the Community and Strategy Committee. The committee recently
approved the criteria for this fund, the purpose of which is to support the development and
implementation of initiatives within the Southland District area that are at a scale that provides
benefit to the District as a whole or are of benefit to at least two community board areas. The
first round closes on 30 September 2020 and the second on 31 March 2021. The total amount
available for distribution over two funding rounds is $38,080 per annum.

44.

Covid-19 has significantly changed things for the project and the Future Rakiura Group. As a
community-led project they have reoriented their plans to rethink its kaupapa and respond to the
new challenges and opportunities facing the island.

45.

They have conducted a community survey, receiving 91 responses about how the community
fared during Alert Level 4, and ideas for the future of Stewart Island/Rakiura. The results will be
used to bring stakeholders and the wider community together to develop a Restart Rakiura Plan.

46.

Future Rakiura plans to:


develop a summary of survey results and report them back to the Stewart Island community
via various mediums



present the survey results to the community board, Stewart Island Promotion Association, and
other interested groups to seek commitment to work jointly on the development of a
collaborative Restart Rakiura Plan



co-host a community workshop to engage the wider community in a planning conversation
about priorities and actions for the Restart Rakiura Plan



develop a job description and seek funding to employ a Restart Rakiura Co-ordinator based
on the Island



become an Incorporated Society – Future Rakiura is currently working on writing their
constitution.

47.

The Group has been very busy managing the development of Activity Management Plans and
LTP 2021 budgets and works programme in amongst business as usual activities. The importance
of this work is critical in setting the direction for the Group and wider organisation as we work
towards the development of a robust Long Term Plan and associated consultation process.

48.

As part of the activity management plan and works programme development process, activity
managers will be reconnecting with each of the nine community boards to discuss their locally
funded activities and priorities. These discussions will be occurring in September as a follow up
to the activity workshops run in May and June. These sessions also provide another opportunity
for Community Boards to raise any additional priorities / projects for integration into the 10-year
works programme.

49.

The 30-year Infrastructure Strategy is nearing completion and is planned to be presented to
Council for review and approval in the coming months alongside the Activity Management Plans
and LTP budgets. There has been a focus on ensuring strong and clear connectivity between
these work streams.

50.

Another area of focus is closing out and finalising the capital works programme for the previous
financial year and confirming the works programme for the new financial year. The team is
confident in their ability to deliver the scope and scale of this programme.

51.

Replacement alternator for generator unit five has been received on Stewart Island and installed.

52.

In late May, the radiator for generator unit one suffered a fault. It is not considered economic to
repair or replace the radiator for this unit. However, the generator itself remains serviceable as a
backup to the more efficient generator units and PowerNet recommends transferring the radiator

from unit two to unit one to enable continuation of this backup capacity. This work has been
authorised to proceed under the existing PowerNet management and service agreement.
53.

A proposal for replacement of generator three has been requested from PowerNet. In practice,
this would be installed in the location of unit two so that each main unit is housed in a separate
room. Together with existing units four and five, this would complete consolidation of generator
assets to three units, in line with the activity management strategy. Unit one would operate as a
surplus back-up for as long as it remains economically serviceable.

54.

Two negotiation meetings have been held with PowerNet with two more planned to produce a
renewed SIESA management and operations contract.

55.

Roaring 40s has been engaged for pre-delivery scope of the Stewart Island Wind Power project
and a kick-off workshop was held in June. Initial work on establishing land access has
commenced.

56.

Forestry services are not considered an essential service. As such, the maintenance of Council’s
forestry portfolio was put on hold through the Covid-19 lockdown period. Under alert level 3
and 2, onsite operations have resumed. The bulk of pruning and thinning operations in Gowan
Hills that were deferred due to Covid-19 were completed before the end of June. Planned
planting operations in Waikaia were also completed before the end of the financial year.

57.

Harvesting operations in Waikaia are planned for the month of July and have a forecasted return
of $932k.

58.

Two applications have been approved by MBIE which cover funding of repairs relating to the
February flood event ($379,793) and funding of the cycle trail manager position ($45,000).

59.

The contract for repairs to the trail, associated with the February flood event, is currently being
tendered. A specialist cycle trail engineering consultant is engaged for delivery of this
construction scope and planned completion is October 2020 to coincide with the new cycle trail
season.

60.

Following the impact of Covid-19, regularly scheduled flights, including larger tourist flights,
remain interrupted.

61.

A consultant has prepared a 10 year maintenance works programme which indicates $1.3 million
of pavement rehabilitation capital spending need over financial years 21/22 and 22/23.

62.

Maintenance spending need of $192,000 is indicated for the 20/21 year and includes items such
as patch repairs and crack sealing.

63.

Operating back to normal with staff primarily working from the office.

64.

Ongoing and constant workload of numerous actions in regards to tenancies/leases as well as
queries and advice from ratepayers elected representatives and other staff.

65.

Property disposals of the Ohai bowling club building and the Hokonui hall properties are
underway as well as an agreement for the disposal of the former Stewart Island museum
imminent. Finalising the updated landowner consents for the coastal route boundary adjustments
and payment of compensations is also almost complete. Once this is done the legalisation
Gazette Notice can be issued.

66.

Following Council resolutions from 23 October 2018 meeting, when it was resolved to proceed
with a sub-surface drip irrigation as disposal route, staff have been progressing work on a number
of fronts including development of resource consents for the sub-surface drip irrigation field, as
well as advancing towards a detailed design.

67.

The contract for the pipeline element has now been awarded to Fulton Hogan with physical work
under way in late August/early September to date over 4km of pipe has been laid.

68.

Work is also continuing on detailed design of MF plant and SDI field following Council approval
to award contracts to Downer and Fulton Hogan respectively. These designs will undergo further
value engineering to further optimise scope.

69.

Environment Southland released their proposed Land and Water Plan in 2017.

70.

In total 25 appeals were received by Environment Southland of which Council has identified 10,
which it will join as a Section 274 party. Council has also lodged an appeal to the decision. The
basis of Council’s appeal, is largely around the ‘non-complying’ activity status on wastewater
discharges to water. The latest direction issued from the Environment Court outlines a proposed
path, where appeals to objectives will be heard ahead of mediation, by grouped topic on policies
and rules. Evidence in support of the appeals have been filed with the Environment Court.

71.

Interim decisions were released by the Environment Court in late December with a
recommendation that further expert conferencing be undertaken in early 2019. A preconferencing hearing was held in Invercargill on 10 February after which further detail and
information will be released by the Court.

72.

A further hearing was held in mid-June 2020 where evidence was presented on additional
information that the courts required Environment Southland to provide based on their
interpretation of a number of key principals underpinning the plan. Decisions following the
hearing are expected mid-July.

73.

Planning is well underway for the new 20/21 works programme and plans and forecasting being
prepared.

74.

Te Anau Wastewater (TAWW) project is nearly ready for contract award with the final contract
conditions being worked through on both packages – aim is for award letters to go out 8 July.

75.

The bridge works programme is progressing very well.

76.

The next wave of projects is also due to start with regional footpaths, pond fencing and Te Anau
watermain renewals all starting in July.

77.

Final claims are being worked through with the Covid-19 shutdown and are on track to be
resolved, other than the Downer roading contract which is being worked through.

78.

Internal core improvement project still progressing but a big push in August.

79.

The community facilities team are now focused on the end of financial year wrap up and at the
same time transitioning into the new year’s operations and project delivery.

80.

The team and the contract’s delivery team have reached a milestone in signing a new contract for
the delivery of the cleaning services across Council’s offices and libraries. The tenders for the
mowing in the three western Southland community board areas have been let and direct
negotiations have started with incumbent contractors.

81.

This is the culmination of a big piece of work under the guise of the Section 17A review for
community facilities which also includes the mowing and gardening contracts.

82.

Activity management planning is progressing with the draft plans due to be completed by the end
of June. Financial planning is well under way with the data needing to be entered into the budget
application so it can be included in the AMP’s.

83.

A key focus area for the transport team has been the ongoing development and refinement of
Activity Management Plans which includes engagement with NZ Transport Agency on future
funding requirements. This has also included reviewing and agreeing Council’s road hierarchy
alignment with NZ Transport Agency once network road classification.

84.

The team is still waiting on the release of the final Government Policy Statement on land
transport 2021 (GPS) to ensure activity plans and funding requests align with the GPS strategic
direction.

85.

The road design for the District wide pavement rehabilitation programme for 2020/21 season is
currently being completed with the first tender on track for being released to market in July.

86.

The resurfacing contract for the next three rehabilitation projects is out to market and closes in
early July with the aim of having evaluation completed by the end of July.

87.

The work involved in the contracts includes; texturising of preseal patching, supply and spraying
of bitumen, supplying, placement and rolling of sealing chips and pavement marking.

88.

The team have also been carrying out the necessary preparation work for the implementation of
the new speed limits across the district following the adoption of the speed limit bylaw by
Council in June.

89.

The change to Alert Level 1 sees a significant return to the usual level of business for many of
our activities. We welcomed Sandra McLean, customer support manager, to the team and
launched a new online lodgement tool for request for service via our website and mobile phones.
Without any marketing, we have seen the community adopt the tool and over 10% of requests
came via mobile phones. This complements the other support alternatives we have available to
customers.

90.

The past month has been particularly busy in the customer support team due to annual dog
registration commencing in the middle of June.

91.

To date 7,558 dogs have been registered with 4,302 still to go. The impact is spread across
reception and the phones. The busiest day was 22 June with 286 calls, however there has been a
significant reduction in the number of calls over the past few days. We are expecting another rush
around 20 July and the end of the month, prior to the penalty being added. Pleasingly over 70%
of renewal registrations have been completed online, however there continues to be a lot of work
around maintenance of existing dogs and new dog online registrations.

92.

Alert level 1 has seen a return to business as usual within our library service. We have returned to
our regular scheduled programming and services and have also continued to incorporate a home
delivery and call and collect option from some of our branches to help provide additional service
to those in our community that needs it. School holidays are in full swing and our holiday
programme has already been popular. Staff have been very busy with this year’s dog registration
process, the online applications being welcomed by some customers, and a source of frustration
for others who have experienced issues.

93.

Over the month of June the team lodged 25 LIM applications and issued 17. LIM numbers
continue to be lower than the previous financial year (40 lodged and 37 issued in June 2019).
Property file requests continue to be high with 162 requests processed in June. The team is busy

with a number of projects including completing the classification review across council and
Pathway/RM8 integration.

94.

June was another high month for help desk tickets as the team continuing to support staff in a
new mixed working environment. June overdue tickets remained below 100 for the second
month.

95.

The team continues working on several projects to prepare us for moving to a more modern
working environment and providing more online services for our customers. Some of the current
projects are:

96.

The GoGet project has successfully been completed and moved to business as usual. There are
still a few minor changes that we need to make to get the most from the software.

97.

Deployment of new laptops continues in June with the team assigning three days a week to set up
each device with the new user’s previous data and profile information and deploy. This has been
slower than anticipated due to staff resource the issue.

98.

The team have successfully migrated the Pathway server from ICC to SDC with minimal
downtime. Due to significant amount of planning and testing that the project team undertook,
there was no impact on staff when they started using the new server. The next step for this team
is to upgrade our Pathways software to the latest version, and then implement the new UX
interface.

99.

The pathway server move now allows us to deploy the RM8 – Pathway integrations that we built
earlier in the year. This work is planned for July.

100. The team is also determining what new technology is needed at the new Don Street sites and
how we can easily migrate staff to these sites. We have also started planning for how we can
easily support a multi-site operation.

⇩

☒

☐

☐

1

The purpose of this report is to seek consensus from Council to undertake public consultation
on earthquake-prone buildings that may pose high risk to life and safety.

2

Request that the attached draft example Statement of Proposal be accepted in principle and be
approved prior to consultation commencing. (Refer Attachment A).

3

Agrees that the consultation commences 10 August 2020 and closes on 30 October 2020.

4

The system for identifying and managing earthquake-prone buildings changed on 1 July 2017.
The new system prioritises identification and remediation of earthquake-prone buildings that
either pose a high risk to life, safety or are critical to recovery in an emergency.

5

Certain hospital, emergency, and education buildings that are earthquake prone will be ‘priority
buildings’. Other earthquake-prone buildings may be priority buildings due to their location and
the potential impact of their failure in an earthquake on people.

6

These buildings must be identified with community input and in accordance with section
133AF(2)(a) of the Building Act 2004, which requires Southland District Council to use the
special consultative procedure in section 83 of the Local Government Act 2002. Council must
identify potentially earthquake-prone buildings by 01 July 2022 in medium seismic risk areas.
(Refer Attachment B and C)

7

To help determine which buildings may be priority buildings, Southland District Council have
identified possible earthquake prone buildings and thoroughfares in five areas that may have
sufficient vehicular or pedestrian traffic to warrant prioritisation if parts of unreinforced masonry
(URM) buildings were to fall onto them in an earthquake.14

8

The five consultation areas are; Otautau, Riverton, Tuatapere, Wyndham and Winton.

9

Priority buildings must be identified and remediated in half the usual time, (12.5 years) to reduce
the risks to life safety more promptly. Earthquake-prone buildings in medium seismic risk areas
that are not priority buildings have 25 years to carry out these works.

14

An unreinforced masonry (URM) building has masonry walls that do not contain steel, timber or fibre
reinforcement. URM buildings are older buildings that often have parapets, as well as verandas, balconies,
decorative ornaments, chimneys and signs attached to their facades (front walls that face onto a street or open
space).

10

The system for identifying and managing earthquake-prone buildings changed on 1 July 2017 and
the deadline for Council to identify Priority buildings in the medium seismic risk area is 01 July
2022.

11

The statement of Proposal has been presented to the Executive Leadership Team in March 2020,
and the Regulatory and Consents Committee on 11 June 2020 along with a verbal presentation
and an opportunity to ask questions. They accepted the draft statement of proposal in principle
and recommended to Council the consultation on Earthquake Prone Building’s occurs and that
transport routes of strategic importance are not required as alternative routes are available.

12

The Regulatory and Consents Committee have requested a letter to building owners is sent prior
to the consultation taking place.

13

The communication team have drafted a communications engagement plan for EPB consultation
2020. (Attachment D).

14

Council needs to consider whether it is comfortable with the proposed earthquake-prone
building consultation occurring as outlined in the attachments and that this occurs so close after
the Covid-19 lockdown period. There is a legal requirement to carry out consultation and this
must occur with sufficient time to allow the identification of priority buildings before July 2022.
An engineering assessment needs to be carried out within this timeframe and it is a requirement
of the legislation that property owners be given 12 months to obtain the report and provide this
to Council. Council must have sufficient time to evaluate the report and make a final decision on
the category of building prior to the July 2022 deadline. Any identified priority earthquake-prone
buildings in the medium seismic area must be published and available for our community by July
2022.

15

Therefore, although the timeframe appears to be a long way off, there are many stages required
to establish which buildings will be classed as priority buildings under the Ministry of Business
Innovation and Employment criteria, so the sooner we get on and start this process the better.

16

Council is legally required to undertake this consultation in accordance with section 133AF(2)(a)
of the Building Act 2004, and section 83 of the Local Government Act 2002.

17

This consultation is intended to obtain community views on earthquake-prone buildings and
thoroughfares.

18

The Building Solutions team will absorb the administrative cost of this consultation process. This
includes minor costs associated with publicising the consultation.

19

There are no anticipated policy implications

The options for consideration are when the consultation will take place. Failing to meet section
133AF(2)(a) of the Building Act 2004 is not a viable option.



None



Southland District Council would not fulfil
its obligation to administer section
133AF(2)(a) of the Building Act 2004.



Building owners will have all the
information about their buildings sooner
and can make informed decisions.





Reasonable time for Council to meet their
July 2022 deadline.

People may be financially stressed already
due to the fallout from Covid-19 and the
outcomes from this consultation may add
to that stress.



Further out from the initial Covid -19
Impact which may result in an upturn in
the economy and. less pressure on building
owners



Owners have to deal with the uncertainty
around their possible earthquake-prone
buildings for longer



Meeting the deadline of July 2022 would be
marginal given the 1 year timeframe for
owners to provide Engineers Reports.

20

Under Councils Significance and Engagement Policy, this is not considered to be significant.

21

Option 2 - Continue the consultation commencing 10 August 2020.

22

Once agreement is reached the engagement plan, documents, online questioner etc. will be
finalised.

23

As requested by Regulatory on 11 June 2020 all known affected property owners will be advised
in writing the consultation is going to be undertaken.

24

The consultation will then commence as per the communications and engagement plan for the
EPB consultation 2020.

⇩
⇩
⇩
⇩

☒

☐

☐

1

To declare that part of 245 Great North Road, Winton is surplus to requirements. This would
enable an accessway (including a bridge) to be subdivided off and sold to the owners of the
neighbouring property, being 29 Springford Street.

2

The owners of 29 Springford Street, Winton, access their property via a bridge which is located
on land owned by Council. This bridge is in a state of disrepair and Council had intended to stop
the use of the bridge in the near future for health and safety reasons.

3

29 Springford Street recently sold and the new owner has agreed to pay for subdivision and legal
costs to subdivide the area where the bridge is located. This is on the basis that the ownership of
the land containing the bridge would be transferred and amalgamated with the title for 29
Springford Street for a nominal fee.

4

This eliminates any future liability to Council for either upgrading the bridge or the risks
associated with having an unsafe bridge located on their property.

5

The Winton Community Board, at its meeting on 15 June 2020, resolved to recommend to Council
that part of Lot 5 DP 515488 (being the area where the bridge is located which provides physical access to 29
Springford Street) be subdivided and amalgamated with Record of Title SL12A/582 and agrees that the land be
transferred for $1 subject to the owner of 29 Springford Street paying all survey and legal costs.

6

The owners of 29 Springford Street, Winton, access their property via a bridge which is located
on land owned by the Council, as per the attached map. This bridge is in a state of disrepair and
Council had intended to stop the use of the bridge in the near future for health and safety
reasons.

7

29 Springford Street recently sold and the new owner was aware of the intended closure of the
bridge and approached Council for a solution. Council proposed that the part of 245 Great
North Road where the bridge is located is subdivided off and the ownership transferred to the
owners of 29 Springford Street. This eliminates any future liability to Council for either
upgrading the bridge or the risks associated with having an unsafe bridge located on their
property.

8

29 Springford Street has legal access off Florence Road and the new owner would either establish
access at this location and retain the bridge for pedestrian access only, or upgrade the bridge for
vehicular access. Any future use or works on the bridge would be the responsibility of the new
owner.

9

The bridge provides access to 29 Springford Street only so there are no other users to consider.

10

Stormwater infrastructure runs through the area of land proposed to be subdivided off, all of
which are protected by an easement in gross to SDC. It consists of an open drain which runs
underneath the bridge as well as 9m of mains pipe which runs into the open drain. Council’s
Water & Waste Department have confirmed that they have no concerns about the proposed

transfer of ownership as the rights for Council to locate and maintain the stormwater asset is
protected via the easement.

11

This land is freehold and therefore a normal subdivision and transfer would be undertaken.

12

The resolution from the Community Board is considered to represent the community’s view.

13

The new owner of 29 Springford Street has agreed to pay all subdivision and legal costs on the
basis that Council transfer ownership of the subdivided land to them for a nominal fee.

14

None identified at this stage.

15

Declare the land surplus to enable the transfer of the bridge to the adjacent landowner, or not.

16



Eliminates liability on Council for the
bridge.



Enables the new owner of 29 Springford
Street to secure ownership of a bridge
associated with their property.



None identified.

Not considered Significant.



None identified.



Council continues to be exposed to liability
for the presence of the bridge.



Prevents the new owner of 29 Springford
Street from owning a bridge associated with
their property.

17

Option 1 - Declare the land surplus to enable transfer of the bridge to the adjacent landowner.

18

Confirm with the owner of 29 Springford Street, that they may proceed with the subdivision and
amalgamation process.

⇩

☐

☐

☒

1

To provide an update on health and safety related incidents and activity over the last six months.

2

As part of the Health and Safety Plan for 2019/2020 and the draft Health and Safety Plan for
2020/2021 we are ensuring that we have consistency of reporting on both lead and lag indicators.

3

Lagging indicators are typically “output” oriented, easy to measure but hard to improve or
influence while leading indicators are typically input oriented, hard to measure and easy to
influence.

4

Lead indicators include Near Misses, Audits and Inspections and progress against the Health and
Safety Plan. Lag indicators include Medical Treatment Interventions (MTI), Incidents, Lost time
due to injury, Worksafe notifications and Number of Incident Investigations completed.

5

A summary of these indicators for the year from 1 January 2020 to 30 June 2020 is below. In
January there were two MTIs. These were a twisted knee that occurred on 24 December 2019
that was not reported until January 2020 and a cat bite that caused infection. In February there
was one MTI, this involved an employee getting lacerations to her fingers that required stitches.

6

In addition please find below a summary of contractor monitoring comparison and the incident
(event) reporting comparisons. Please note that the incident event peaking in April, May and June
2019 relates to the increases in near miss events that relate back to traffic incidents on Clyde
Street during the Kmart construction project. It is pleasing to note an eighty two percent
increase in contractor monitoring and recording since 2017.

PDI - Property Damage Event
RSK - Risk Reports
Other (ie Medical Event/NWR)

0
0
5
0

Feb-20
5
0
1
0
0
1
0
1
2
0
5

Mar-20
2
1
0
0
0
0
0
0
1
0

Apr-20
6
3
0
0
0
0
0
0
3

May-20
8
2
1
2
0
0
0
1

Jun-20
3
0
1
0
0
0
0
0

Jul-20

Aug-20

Sep-20

Oct-20

Nov-20

Dec-20

Total
37
8
5
2
2
3
0
13 13
11
84
0
1
15
16
0

5
3
113
0
0

2
3
3
144
0
1

9
12
8
6
0
0

0
6
1
0
174
0
0
10
5
0

2
0
8
3
4
205
0
0
27
4
0

2
0
2
2
1
235
0
0
6
5
0

2 15
0
36 27
22
0
2
79
44
0

Number of events investigated

Contractors requiring follow up

LTI - Lost Time Event

2

Contractors Audited

MTI - Medical Treatment Injury Event

2

Safety/Site Observations received

FAI - First Aid Event

0

ACC Claims

MNI - Minor No Treatment Event

2

Days Lost Time

NMI - Near Miss Event

2

LTI Free Days

EDI - Early Discomfort Event

13

Number of Corrective Actions achieved

Total Reported Events

Jan-20

Number of Corrective Actions set

Date

7

There are many ways to keep current on health and safety matters, subscribing to the Worksafe
updates is an easy way to remain up to date. The link is:
https://worksafe.govt.nz/home/subscriptions

8

Health and safety training continues with staff completing the health and safety e-learning
modules based on the health and safety procedures. All new staff are required to complete all the
modules.

9

Safety observations and inspections have continued to increase with the new health and safety
software providing a tailored app which is being piloted by the project delivery team. As detailed
above there has been a significant increase in contractor monitoring and reporting since 2017.

10

With the increase of monitoring there has been an increased number of corrective actions
required.

11

Health and safety governance training is being scheduled for late 2020. All community boards
have had a health and safety presentation/induction.

12

GPS (ERoad) installation has begun in vehicles and will happen in stages with groups of 10 at a
time.

13

Panic alarm upgrades have begun with Invercargill and Winton completed to date.

14

The new health and safety system has been implemented and released to all areas of the business.

15

Council has continued to manage its response to the Covid-19 pandemic. From an organisational
operations perspective all staff have continued to work from home where practical for the period
of the alert level 4 and 3 lockdown. With the move to alert level 2 and then alert level 1 the
majority of staff are now working back in the office and field.

16

The executive leadership team continues to keep a very close watch on the impact to Southland
District Council. The latest key information from the Ministry of Health (MOH) is distilled
continually.

17

The new system was utilised during Covid-19 alert levels 4, 3 and 2 to support contractor and
project management in regards to the risk of transmission and infection of Covid-19. All
contractor Covid-19 risk management plans were processed through the permit to work module
of the H&S system (the SHED) so as to easily identify and monitor the works being undertaken
with this added risk factor during this time. 120 permits to work have been approved for project
or contract continuation and restarts during alert levels 4, 3 and 2.

18

Our H&S system also continued to support employee self-check safety observations and pre-site
visit checks during this time. The flexibility of the H&S application on smart phones and the
online platform enabled transitions through the alert levels and SDC’s health safety wellbeing
response to be supported by the system. A system that has now been put through its paces and is
delivering as expected, with all employees able to use this tool via app, platform or portal as
required.

19

In late June 2020, Southland District Council used an external consultant to undertake a high
level assessment and review of Council’s approach to the management of health and safety. This
included a review of Council’s governance framework, strategic plan and performance measures
and targets. The review also included a thin slice review of the health and safety management
system targeting risk management, incident management, worker engagement, contractor
management and injury management. Any opportunities identified as part of this gap analysis
will be incorporated into the 2020/21 implementation plan.

☒

☐

☐

1

To seek formal approval on the draft Health and Safety Plan 2020/2021.

2

Southland District Council has an obligation to manage the health and safety of its staff, contractors
and volunteers. To be able to do this Council needs to continue on its journey with improving the
focus on health and safety in the coming year.

3

A draft Health and Safety Plan for 2020/21 has been drafted which contains the proposed
objectives for the year ahead. The plan was presented to the Finance and Assurance Committee on
22 June 2020 and they have provided their endorsement of the plan for Council’s consideration
and approval.

4

In 2019/20 ongoing progress was made on health, safety and wellness within Council including
the implementation of a health and safety system, improved contractor approval process,
ongoing development of health and safety training, continued work on critical risk control plans,
implementation of the drug and alcohol policy and the start of the implementation of GPS in
fleet vehicles.

5

An update on the Health and Safety Plan as of 31 May 2020 is attached (Attachment A) for
Council’s information. The critical control plan work is proposed to continue into 2020/21
along with the training on the procedures.

6

In 2017 our progress was benchmarked and reviewed by Simpson Grierson. In late June 2020 a
new gap analysis will be undertaken. It is envisaged that in the 2020/21 year the focus will be to
implement any opportunities identified in the gap analysis as well as what is identified in the draft
plan.

7

A Health and Safety Plan for 2020/2021 has been drafted and is attached (Attachment B) for
Council approval.

8

The plan contains a review of previous performance and objectives and spells out proposed
improvement measures and targets. It identifies key elements to deliver improvement and
allocates sponsors to ensure momentum is maintained.

9

Council has a legislative obligation to manage the health and safety of workers.

10

The Health and Safety Plan continues the focus on a risk based approach to managing health and
safety based within its undertakings.

11

There will be ongoing health and safety costs with the implementation of this plan. Current
known costs have been budgeted in the Long Term Plan. Both the Finance and Audit
Committee and Council in March 2018 endorsed the continued spending on health and safety to
ensure our staff get home safe every day.

12

The current Health and Safety Policy will need to be amended following finalisation of the Plan.

13

The options considered are to approve the Health and Safety Plan as presented (Option 1),
recommend the plan subject to some minor amendments (Option 2) or Do Nothing (Option 3).



improvement of health and safety culture



illustration that Council and ELT are
committed to caring for the wellbeing and
safety of our people



decline in the number of injuries



meet legislative requirements.



possible additional financial implications.

•



save some initial costs in the short term.

avoids short term cost implications.



no clear guidelines



health, safety and wellbeing of our people
in jeopardy



may not be consistent with legislative
obligations.



inconsistency in procedures



no clear guidelines



health, safety and wellbeing of our people
in jeopardy



not consistent with legislative obligations.

14

The matter being considered is an administrative matter and hence is not considered to be
significant in terms of section 76 of the Local Government Act 2002.

15

Agrees to approve the Health and Safety Plan for 2020/21.

16

Continue working on the execution of the plan and update the health, safety and wellbeing
policy.

⇩
⇩

☒

☐

☐

1

To seek approval from Council to appoint Stephen Norris and Tony Woodham as trustees of the
Milford Community Trust.

2

The report provides some background to the trust, a summary of the appointments process and
recommends appointing Stephen Norris and Tony Woodham as trustees.

3

The Milford Community Trust was established in 2007 by Southland District Council and the
Department of Conservation with the assistance of Environment Southland for the purposes of
providing leadership and governance for the Milford community.

4

The objectives of the trust are:
(a) To manage and carry out services and undertake leadership, planning and advocacy for the
general benefit of the Milford community so as to ensure as far as possible that the
infrastructure of the community and its sense of identity, viability and wellbeing are
maintained and enhanced.

(b) To liaise with and communicate with all individuals, organisations, groups and other parties
with interests in the Milford community for all purposes which are beneficial to the
community.
(c) To represent the interests of the Milford community to ensure that the natural environments
and outstanding values of the Milford Sound area are safeguarded and protected for all
residents and visitors to the area.
(d) To monitor and maintain an overview of all activities and services provided within the
Milford community.
(e) To consider and report on all matters either referred to and/or delegated to it from time to
time by the Department of Conservation and Southland District Council and on any matter
of interest or concern to the Milford community.
(f) To access, use or invest funds and enter into arrangements, contracts and other agreements
upon such securities or in such manner and upon such terms and conditions that the trustees
deem suitable for the purpose of furthering the objects and purposes of the trust.
(g) To carry out such other lawful activities which are incidental or conducive to attaining the
objects and purposes of the trust.
5

Since June 2018 two trustee positions have been vacant due to the trust wanting to consider its
future, particularly with regard to whether the recreation centre was going to proceed. Although
the project has been deferred for 12 months due to the effects of Covid-19 on tourism it is
important to now fill these trustee roles.

6

The Trust Deed sets out the trustee positions, who may qualify for appointment to the trust, and
the process for their appointment.

7

As part of that process there is a Trustee Appointments Recommendation Panel made up of the
chief executives of Southland District Council and Environment Southland, the Department of
Conservation’s Southland Conservator (now the director of operations under the new structure)
and the Milford Community Representative Trustee. In this instance there were two applications
received for two vacant positions and both applicants work in tourism operations associated with
Milford. Therefore the recommendations panel was not required to interview and select
applicants to recommend to Council.

8

As stated above the Trust Deed sets out the process and it does not require community input.

9

The appointment of the trustees will not alter existing costs and funding for the trust or Council.

10

There are no policy implications.

11

At a basic level the options are straight forward – they are that Council either makes the
appointments or it does not.



the trust has continuity



none



none



any significant decisions made by the trust
should be made by as many trustees as
possible

12

The decision sought from Council does not trigger any of the significance criteria.

13

Option 1 is recommended.

14

Advise Stephen Norris and Tony Woodham that they have been appointed by Council to their
respective roles.

