
 
 
 
 
 
 

 

 

 

 1 
 

 

 

EXTRAORDINARY MEETING OF 
COUNCIL 

Open Agenda 
 

Meeting Date: Thursday 21 May 2020 

Time: 10.00am 

Venue: Zoom livestreamed via Facebook 

 

 

Council Members Mayor Wise, Deputy Mayor Brosnan, Councillors Boag, Browne, 

Chrystal, Crown, Mawson, McGrath, Price, Simpson, Tapine, 

Taylor, Wright 

Officer Responsible Interim Chief Executive 

Administrator Governance Team 

 Next Ordinary Council Meeting 

Thursday 4 June 2020 

 

 



Extraordinary Meeting of Council - 21 May 2020 - Open Agenda 

 2 
 

ORDER OF BUSINESS 
Apologies 

Nil 

Conflicts of interest 

Public forum  

Nil 

Announcements by the Mayor including notification of minor matters not on 
the agenda 

Note: re minor matters only - refer LGOIMA s46A(7A) and Standing Orders s9.13 

A meeting may discuss an item that is not on the agenda only if it is a minor matter relating to 

the general business of the meeting and the Chairperson explains at the beginning of the 

public part of the meeting that the item will be discussed. However, the meeting may not 

make a resolution, decision or recommendation about the item, except to refer it to a 

subsequent meeting for further discussion. 

Announcements by the management 

Agenda items 

1 Napier Conference Centre Renaming ................................................................................. 3 

2 Park Island Northern Sports Hub - Taradale Bridge Club ................................................. 15 

3 Parks, Reserves and Sportsgrounds Water Conservation Strategy ................................. 20 

4 Rates Postponement Policy Review ................................................................................. 22 

5 Rates Remission Policy Review ........................................................................................ 31 

6 Investment Policy Review.................................................................................................. 40 

7 Liability Management Policy Review ................................................................................. 48 

8 Statement of Proposal to join the Local Government Funding Agency ............................ 56    

Minor matters discussion (if any) 

Public excluded  .................................................................................................................. 60  
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AGENDA ITEMS 
 

1. NAPIER CONFERENCE CENTRE RENAMING 

Type of Report: Operational 

Legal Reference: N/A 

Document ID: 919760  

Reporting Officer/s & Unit: Steve Gregory, Manager Business & Tourism  

 

1.1 Purpose of Report 

To provide Council with background information on the history of the name and branding 

of the current Napier Conference Centre and to propose a name change that will respect 

and complement the Napier War Memorial Centre.  

 

 

Officer’s Recommendation 

That Council: 

a. Approve the business activity name change from Napier Conference Centre to 

‘Napier Conferences and Events’. 

b. Note the War Memorial working group is working to make a recommendation to 

Council on the memorial elements reinstatement design expected this calendar 

year. 

c. Note a management policy for the Napier War Memorial Centre will be developed 

to protect the site’s heritage, recognising the commemorative elements and 

community use of the facility post adoption of the design mentioned in point b.   

 

 

1.2 Background Summary 

In 1995, Napier City Council undertook a project review in consultation with the Napier 

Community around its intention to redevelop the then War Memorial Hall. A feasibility 

study had identified that the development of a conference centre catering for events up 

to 300 people, would provide significant benefits to the Napier City economy. The War 

Memorial Hall was seen as the ideal location for a multi-use public amenity conference 

centre. The Hall was in a deteriorating state, was underutilised and unsuitable for 

contemporary needs, with inherent design problems and requiring a significant 

investment to restore it. Upon consulting with the community, Council made the decision 

in 1993 to proceed with the development of the War Memorial Hall into a conference 

centre. The Hall then became known as the ‘War Memorial Centre’ until 2000 when it 

was again rebranded to ‘Napier War Memorial Conference Centre’. 

At a meeting on 29 June 2016, Council resolved to rename the Napier War Memorial 

Conference Centre to Napier Conference Centre, with the tag line of Conferences / 

Events / Functions. It was considered that having the words ‘war memorial’ in the name 

of a conferencing and events business creates marketing issues, especially for 
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international clients who confuse the facility with a Leagues Club or Returned Services 

Association (RSA) clubrooms. With knowledge of the war memorial being removed from 

the building and relocated to Memorial Square as part of the 2016/17 redevelopment, it 

was deemed an appropriate time to remove the use of ‘war memorial’ in the name.  

At a Council meeting of 3 April 2018, a paper titled ‘Renaming Napier Conference 

Centre’ provided Council with background information as to how the current branding 

came about, and outlined the risks and financial impacts of any further changes to the 

branding. At this meeting, the Council resolved the following: 

a. Reinstates the words ‘War Memorial’ to the currently named Napier Conference 

Centre, the name becoming ‘Napier War Memorial Centre’.  

b. Resolve the building branding, including signage, forms part of the War Memorial 

design concepts being brought to Council in June 2018.  

c. That the Napier Conference Centre is recognised and marketed as a key 

business activity within the Napier War Memorial Centre. 

d. That Napier City Council develop a policy for the ongoing management of the 

War Memorial Centre to protect the site’s heritage, recognising the 

commemorative elements and community use of the facility. 

The Marketing Manager reports that at a follow-up discussion with the previous Mayor 

and eight councillors on 24 April 2018 seeking clarification on the resolution, she was 

told; 

“the Napier Conference Centre is the tenant, and Napier War Memorial Centre is 

the landlord” 

“Napier Conference Centre branding or marketing doesn’t need to change” 

“We see a plinth, a flagstone or using the circular wall as placement for the words 

Napier War Memorial Centre”. 

It was confirmed that a plinth in the forecourt area could be affected or damaged during 

construction of the new war memorial and should be delayed until the design is 

confirmed. It was also agreed that the curved area of the extension facing the Floral 

clock, be suitably sign written with ‘Napier War Memorial Centre’.  

The venue is now known as the Napier War Memorial Centre and until the venue 

signage is confirmed (as per resolution b. above), the building has signage on the 

exterior of the ballroom (curved part of the venue). 

An architect has been contracted and is working with the newly formed War Memorial 

Reference Group comprised of Councillors, RSA, military and history representatives 

and community representatives. The building signage will be resolved during this period 

of concept design and planning and it is appropriate to use the Reference Group to 

advise on the venue signage once the memorial design concept has been agreed. 

The business activity continues to be marketed as “Napier Conference Centre” which 

does present confusion to our community and clients with both names being associated 

to facilities or ‘centres’. It is therefore recommended that the business activity be 

renamed to better differentiate between the War Memorial building and the business 

activity that operates from within the War Memorial. 

Please note two separate papers will come to Council in the coming weeks on the Napier 

War Memorial Centre design and War Memorial Centre policy as per previous 

resolutions. 
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13 Issues 

At the Council meeting of 19 November 2019, Mayor Kirsten Wise announced that the 

Napier Conference Centre marketing brand was to be removed from the venue by 20 

December 2019. The removal of the external signage from the Large Exhibition hall, was 

one of the reasons for the confusion between two names referencing ‘centre’, a.) Napier 

Conference Centre and b.) Napier War Memorial Centre.  

At a staff meeting on 16 December 2019 involving Mayor Kirsten Wise, Deputy Mayor 

Annette Bronson and Councillor Sally Crown and Council officers, it was agreed that 

Officers would conduct a renaming exercise to minimise any confusion between the 

building name, Napier War Memorial Centre, and the business operating inside the 

building, the Napier Conference Centre. 

It recommended that the Napier Conference Centre is renamed to ‘Napier Conferences 

and Events’ and remove the tag line ‘Conferences / Events / Functions’ since this is 

communicated in the new business name itself. This is a logical alternative, as by 

removing the word ‘centre’, the new name draws attention to what the business actually 

delivers; Conferences and Events. 

The building is the Napier War Memorial Centre and this will be communicated as the 

location and address on all Napier Conferences and Events marketing collateral. The 

renaming exercise has been a straight forward project worked on between the Napier 

Conference Centre and Communications and Marketing team. It has been a cost 

effective and efficient approach that has been considered, which can be implemented 

with relative speed before the conference and events busy periods begins.  

It was not considered necessary to engage in a complete rebrand exercise as the current 

logo is well recognised and has a growing reputation in the industry. It was developed in 

2011 and has been used since this time (nine years). A full rebrand would take 

considerable investment, which is currently not budgeted for in 2019/20 or 2020/21 

financial year budgets. 

The Napier Conference Centre is actively promoted nationally, and more recently in the 

Australasian market, targeting international conferences and trade shows. Because of 

this tactful promotion into the conference and trade markets, combined with the growing 

reputation of the Napier Conference Centre, ‘brand’ bookings are growing. 

There is genuine revenue growth in the Napier Conference Centre business with 

significant increases for the last three financial years. It is acknowledged that due to the 

COVID-19 pandemic, growth will be slower, particularly for the international market, than 

pre COVID-19. 

Revenue: Retail and Product Sales 

2019/20 $2,305,826 Forecast 

*as at YTD February 2020 

(Forecast calculated pre 

COVID-19 pandemic) 

21% revenue increase 

forecasted up from 2018/19 

2018/19 $1,904,189 25% revenue increase up 

from 2017/18 

2017/18 $1,521,199 First full year of operation 

after redevelopment 
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A business goal in the near future for the Napier Conference Centre is that business will 

be able to fund itself. This will add further favourable economic benefit to the city of 

Napier and was a key assumption in the original business case supporting the 

development. 

The most recent economic impact assessment the Napier Conference Centre has on the 

Hawke’s Bay region was done by Economic Solutions Limited in September 2017 and 

this indicated that the business’s total economic impact value was $13.38 million. It is 

presumed this value has increased over the last two years. 

For the remainder of 2019/20 the Napier Conference Centre has 84 confirmed bookings 

with a total forecasted value $1,412,182. At the time this paper was written, the business 

has 51 confirmed bookings for 2020/21. 

The Hawke’s Bay Opera House opened in February this year and will be competing with 

both the Napier Conference Centre and the Napier Municipal Theatre for a share of 

these markets when they come back online. Weakening our strong brand ahead of this 

may adversely impact our market share and therefore revenue. 

The word ‘conference’ has been a part of the business name for 20 years. To remove 

this will cause confusion for conference organisers and delegates. Conferences typically 

are booked many months and more likely years in advance, with invitations for 

registrations going out to potential delegates well in advance of bookings. Therefore, the 

process of any potential name needs to be carefully planned and then communicated to 

avoid confusion and reputation damage. The name change to ‘Napier Conferences and 

Events’ plays to the business’s strengths and has an element of familiarity to the industry 

and our clients preserving our reputation within the industry. 

The Napier Conferences and Events business activity will continue to coordinate 

bookings for functions out of the Napier War Memorial Centre and other Council venues 

such as Century Theatre, Municipal Theatre, Rodney Green Centennial Events Centre 

and the East Coast Lab. Links to these venue websites will also be promoted on the 

Napier Conferences and Events website. 

1.4 Significance and Engagement 

N/A 

1.5 Implications 

Financial 

The cost of renaming the Napier Conference Centre business activity will come from the 

existing Napier Conference Centre marketing budget. 

COVID-19 financial revenue impact on Napier Conference Centre 

2019/20 February YTD Actuals 

Napier Conference Centre - Cumulative Revenue YTD February February 

I2G - Retail and Product Sales - Budget 2019-2020 1,331,838 

I2G - Retail and Product Sales - Actuals 2019-2020 1,441,275 

I2G - Retail and Product Sales - Actuals 2018-2019 1,226,563 

I2G - Retail and Product Sales - Actuals 2017-2018 1,073,533 

 +$109,437 2019/20 Budget 

 +$214,712 2018/2019 Actuals 
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2019/20 Forecast 

Napier Conference Centre: 2019/20 Revenue Forecast 468 NConC 

I2G - Retail and Product Sales - Budget 2019-2020 $2,029,110 

I2G - Retail and Product Sales - Forecast Actuals 2019-2020 $1,529,649 

Profit / Loss -$499,461 

 

2020/21 Revenue Forecast 

Napier Conference Centre Q1 Q2 Q3 Q4 

% revenue generation 
compared to 2019/20 10% 40% 70% 85% 

 

 This roughly translates to revenue being 60% ($1,200,000) down compared to 

2019/20 budget. 

 

Social & Policy 

N/A 

Risk 

Officers have purposely preferred a renaming rather than rebranding exercise, simply 

due to the time and financial constraints a rebranding exercise would have on the 

business. 

It is critical that the business is able to continue to use its existing branding and grow its 

brand in the competitive conference, trade and events market nationally and further 

abroad within Australasia. The business is now establishing itself with a growing positive 

reputation, which is reflected in growing bookings and revenue generation.  

The team is operating an efficient commercial model and sales and marketing tactics are 

already locking in future bookings in conference cycles in future years. With a now 

growing number of established loyal customers, any drastic brand positioning changes 

could be detrimental to the business. The business has credible market share for the 

immediate and wider region and we need to continue establishing and growing this 

further. It cannot be emphasised enough that the conference, trade, events and function 

markets are fiercely competitive and we must remain visible, viable and continue building 

on what is now an established competitive reputation. 

1.6 Options 

The options available to Council are as follows: 

a. To rename the Napier Conference Centre business activity to ‘Napier Conferences 

and Events’, while using the existing logo and brand identity. 

b. Status quo and continue operating under current business name ‘Napier 

Conference Centre’. 

1.7 Development of Preferred Option 

The preferred option is to rename the business to ‘Napier Conferences and Events’. To 

continue using the existing logo and branding to avoid confusion for users and the 

community having two ‘centres’ on site. A number of forward bookings, months and 

years out, have been secured under our current branding, and client expectation will be 

that event attendees, many from out of town, will be able to easily locate the business 

without any confusion. 
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1.8 Attachments 

A Marketing Collateral & Signage Concepts - Napier Conferences and Events ⇩    
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2. PARK ISLAND NORTHERN SPORTS HUB - TARADALE BRIDGE CLUB 

Type of Report: Procedural 

Legal Reference: N/A 

Document ID: 913748  

Reporting Officer/s & Unit: Debra Stewart, Team Leader Parks, Reserves, Sportsgrounds  

 

2.1 Purpose of Report 

To seek approval in principal for the Taradale Bridge Club locate at the Park Island 

Northern Sports Hub subject to detailed feasibility and design including consideration of 

co-location with Napier Pirates and the Napier Bridge Club. 

 

Officer’s Recommendation 

That Council: 

a. Approve in principal the Taradale Bridge Club locating at the Park Island Northern 

Sports Hub.  This approval is given subject to the Taradale Bridge Club in 

conjunction with Council Officers working through stakeholder engagement, 

detailed design and confirming the club has sufficient funds to meet the full cost 

of the development. 

 

2.2 Background Summary 

The Taradale Bridge Club have up until recently been located at the Taradale Club but 

their lease has not been renewed.  The Bridge Club are now sharing the Napier Bridge 

Clubs premises at Whitmore Park.  Whilst this is suitable short term the Taradale Bridge 

Club are of the view that this is not an appropriate long term solution. 

The Taradale Bridge Club have prepared a business case Attachment A – Taradale 

Bridge Club Business Case, and presented to the Councils Public Forum seeking 

Councils support for the proposal to establish a home in Park Island as part of the 

Northern Sports Hub. 

The Bridge Club have a membership of 224 mainly in the 60+ age group and who mostly 

live in the Taradale area.  They require space for 24 card tables with kitchen and toilet 

facilities and parking for up to 40 cars. The membership of the Clubs at Napier, Taradale, 

Havelock North and Hastings has seen recent growth in members with a membership 

across the four clubs up about 4% in the last two years. 

The Taradale Bridge Club have reviewed a number of alternative sites however, all of 

these have proved to be unavailable or unsuitable (refer Appendix 1 of Attachment A).   

After a comprehensive review of all sites the Taradale Bridge Clubs preference is 

establish their home at Park Island in the Northern Sports Hub.  This activity is 

considered to be adequately provided for in the Northern Sports Hub and the Park Island 

Masterplan includes the following in relation to this  - page 43 “Enable planning and 

design of the Northern Sports Hub in conjunction with Pirates Rugby and Sports Club 

and any other partner sports organisations”.  Whilst the Taradale Bridge Club are not 

specifically considered in the Park Island Masterplan they are considered to be “other 

partner sports organisations”. 
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Figure 1 - Orange box in the centre of this page is the site allocated to Napier Pirates and 

“other partner sports organisations” 

2.3 Issues 

 Council have recently been approached by the Napier Bridge Club who currently have 

their home at Whitmore Park who are looking at opportunities to further support the 

development of bridge in the Napier.  Council Officers are of the view that all matters 

relating to bridge in Napier should be considered when looking at the rehoming of the 

Taradale Bridge Club.  A letter from the Napier Bridge Club is Attached – Attachment B. 

 There is currently no design work undertaken for the Northern Sports Hub and while 

preliminary discussions have been held with Napier Pirates around their requirements for 

the site no final decisions have been made by the club in relation to relocating to the 

Northern Sports Hub. 

 The Taradale Bridge Club have indicated that they have $500,000 available for the 

development of their new facility.  It is important to note that the location identified is 

essentially undeveloped land and therefore no provision for servicing that site has been 

made. No costings have been undertaken at this stage and detailed cost estimates for 

the facility would need to include servicing the site, all infrastructure (water, wastewater, 

stormwater power and telecommunications) including ground works and car-parking.  

Costs would also include design and project management and any necessary consenting 

including Development Contributions for any service connections. Prior to this work being 

completed there would also need to be some engagement with other stakeholders 

including Napier Pirates Rugby and Sports Club and the Napier Bridge Club to ensure 

that an appropriate design solution for the site was achieved with the right level of future 

proofing for other potential user groups. 

2.4 Significance and Engagement 

This matter does not trigger the Significance and Engagement Policy.  The future of the 

Park Island has already been consulted on via the Park Island Master Plan and Plan 

Change 11. 
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2.5 Implications 

Financial 

The Taradale Bridge Club have $500,000 available for this project.  The project has not 

yet been fully scoped and must be fully costed prior to any final approvals being given.  

Council does not currently have funding set aside for the development of the Northern 

Sports Hub in the 20/21 financial year. 

Social & Policy 

n/a 

Risk 

n/a 

2.6 Options 

The options available to Council are as follows: 

a. Council not approve the application by the Taradale Bridge to locate at the Park 

Island Northern Sports Hub. 

b. Council approve in principle the application by the Taradale Bridge Club to establish 

their home within the Park Island Northern Sports Hub. 

2.7 Development of Preferred Option 

Option A 

The Taradale Bridge Club could, with the agreement of the Napier Bridge Club, continue 

to use the Whitmore Park facility however both bridge clubs have identified that this 

facility is no longer the best fit for the communities they serve. 

 

Option B 

The Taradale Bridge Club have undertaken a full assessment of sites that may be 

suitable for their activity.  Their preferred location is the Park Island Northern Sports Hub 

which is set aside for Napier Pirates and “other partner sports organisations”. 

 

Whilst in principle the Park Island Northern Sports Hub is considered to be a suitable 

location for the Taradale Bridge Club there has been not design work undertaken for this 

site and this work, associated stakeholder engagement, and costing must be undertaken 

prior to any final approval being given and an appropriate lease/licence to occupy being 

entered into. 

 

 

2.8 Attachments 

A Taradale Bridge Club Business Case (Under Separate Cover) ⇨  

B Napier Bridge Club Letter ⇩    

../../../RedirectToInvalidFileName.aspx?FileName=CO_20200521_ATT_492_EXCLUDED_EXTRA.PDF#PAGE=2
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3. PARKS, RESERVES AND SPORTSGROUNDS WATER CONSERVATION 
STRATEGY 

Type of Report: Information 

Legal Reference: N/A 

Document ID: 912628  

Reporting Officer/s & Unit: Debra Stewart, Team Leader Parks, Reserves, Sportsgrounds  

 

3.1 Purpose of Report 

To advise Council of the Parks, Reserves and Sportsgrounds Water Conservation Plan 

for endorsement prior to its presentation in a paper at the World Urban Parks 

International Congress Event, Green Pavlova in Rotorua, May 2020 (now postponed to 

May 2021 in light of Covid-19). 

 

Officer’s Recommendation 

That Council: 

a. Approve the Parks, Reserves and Sportsgrounds Water Conservation Plan for 

presentation at the World Urban Parks International Congress Event, Green 

Pavlova in Rotorua, May 2020 (now postponed to May 2021 in light of Covid-19). 

 

 

3.2 Background Summary 

The Water Conservation Plan for Parks Reserves and Sportsgrounds has been prepared 

as requirement of Napier City Councils’ Water Conservation Strategy, which was 

required as part the Hawke’s Bay Regional Council Consent to take water for the city. 

The city’s Water Conservation Strategy included a specific requirement for a review of 

watering efficiency of parks, reserves and sportsgrounds. 

Parks, Reserves and Sportsgrounds are known to have a high levels of water 

consumption with specific sites known to be consuming a significant amount of water.  It 

has also been acknowledged that there is lots that we do not know about our current 

levels of water consumption. 

Napier City Council is the first Council in New Zealand to prepare a Water Conservation 

Plan of this nature and this plan is considered to be the first step towards a better 

understanding of parks water consumption and identifying some areas where some 

improvements could be made. 

The majority of the parks, reserves and sportsgrounds are watered from the city’s town 

supply via a combination of automated and manual watering systems. 

As part of the process of preparing the Water Conservation Plan figures from Water 

Meter accounts were reviewed, where available, to determine water usage.  This was 

deemed to be the most reliable information although it should be noted that not all sites 

are metered. 
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At the time the report was prepared, there were three parks and reserves sites that were 

in the city’s top 10 water users Centennial Gardens, Anderson Park and the Botanical 

Gardens. 

However, it should be noted that since the implementation of water restrictions there has 

been a significant decline in water use in parks, reserves and sportsgrounds. 

In addition a number of the recommendations in the Parks, Reserves and Sportsgrounds 

Water Conservation Plan have been partly of fully implemented.  These include – 

 The sealing of Centennial Pond 

 Improved communications particularly around water use 

 Minor repairs and leaks fixed ongoing 

 Reduced watering in the Botanical Gardens 

 Programme for installation of water meters 

 Reviewing irrigation options for new projects including Park Island Number 1 Field 

3.3 Issues 

The Parks, Reserves and Sportsgrounds Water Conservation Plan was to be presented 

to a World Urban Parks International Congress Event, Green Pavlova in Rotorua, May 

2020.  However due to Covid-19 this event has been postponed until May 2021. It is not 

clear at this stage whether this paper will still be relevant and form part of the 2021 event 

programme. 

3.4 Significance and Engagement 

n/a 

3.5 Implications 

Financial 

n/a 

Social & Policy 

n/a 

Risk 

n/a 

3.6 Options 

 n/a 

3.7 Development of Preferred Option 

n/a 

 

3.8 Attachments 

Nil 
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4. RATES POSTPONEMENT POLICY REVIEW 

Type of Report: Legal and Operational 

Legal Reference: Local Government (Rating) Act 2002 

Document ID: 921868  

Reporting Officer/s & Unit: Garry Hrustinsky, Investment and Funding Manager  

 

4.1 Purpose of Report 

To review and update the policy to include better definition around financial hardship 

resulting from Significant Extraordinary Circumstances. Some minor clarification of 

Criteria wording. 

 

Officer’s Recommendation 

That Council: 

a. Approve the proposed amendments to the Rates Postponement Policy to include 

Significant Extraordinary Circumstances. 

 

4.2 Background Summary 

The COVID-19 pandemic and a subsequent response planning has highlighted the need 

to better define rates postponements for Significant Extraordinary Circumstances. 

4.3 Issues 

In its current form, the Rates Postponement Policy is structured to review postponements 

on a very small (individual) scale. Significant time (including that of Prosperous Napier 

Committee) and resources are required to process each application. The proposed 

amendment allows the Council to apply broad postponements in situations where 

Significant Extraordinary Circumstances are identified.  

The proposed amendment is as follows: 

Postponement for Significant Extraordinary Circumstances 

Objective 

To provide a rates postponement to ratepayers experiencing financial hardship directly 

resulting from Significant Extraordinary Circumstances that affects their ability to pay 

rates. 

For the purpose of this policy the following definitions will apply: 

 Significant Extraordinary Circumstances: as defined by Council resolution. 
Significant Extraordinary Circumstances may be natural or economic in nature, and will 
identify the type and location of properties affected. 

 Financial Hardship: for the purpose of this provision is defined as the inability of a 
person, after seeking recourse from Government benefits or applicable relief packages, 
to reasonably meet the cost of goods, services and financial obligations that are 
considered necessary according to New Zealand standards. In the case of a ratepayer 
who is not a natural person, it is the inability, after seeking recourse from Government 
benefits or applicable relief packages, to reasonably meet the cost of goods, services 
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and financial obligations that are considered essential to the functioning of that entity 
according to New Zealand standards. 

 Small Business: a business operated by a small business person, small partnership 
or close company as defined in section YA 1 of the Income Tax Act 2007. 

Conditions and Criteria 

This part of the policy will only apply to Rating Units used for residential purposes or by 

Small Businesses. 

Once Significant Extraordinary Circumstances have been identified by Council, the 

criteria and application process (including an application form, if applicable), will be made 

available. Council may set a timeframe for the event. Council may review the criteria 

and/or timeframe of Significant Extraordinary Circumstances through subsequent 

resolutions.  

Council resolution will include: 

a. that the resolution applies under the Rates Postponement Policy; and 

b. the Significant Extraordinary Circumstances triggering the policy (e.g. including, but 
not limited to, flood, pandemic, earthquake); and 

c. how the Significant Extraordinary Circumstances are expected to impact the 
community (e.g. hardship); and 

d. the types or location of properties effected by the Significant Extraordinary 
Circumstances; and 

e. timeframe for postponement in relation to the Significant Extraordinary Circumstances. 

No application for postponement can be made under this policy unless Significant 

Extraordinary Circumstances have been identified by Council. 

Any requests for rates postponement for Rating Units with a land value greater than 

$1.5m will be decided upon at the discretion of Council and requests for rate 

postponement for Rating Units with a land value less than $1.5m will be delegated to 

Council officers. 

The ratepayer must demonstrate, to the Council’s satisfaction, that paying the rates 

would result in Financial Hardship. 

The applicant must demonstrate to Council’s satisfaction that the ratepayer has taken all 

necessary steps to claim any central government benefits or allowances the ratepayer is 

properly entitled to receive that would assist the ratepayer to meet their financial 

commitments. Evidence such as official correspondence must be provided with the 

application.  

Council will consider applications where the same ratepayer is liable for rates for multiple 

Rating Units. In such instances, Council will look at the collective impact to the ratepayer. 

Only the person/s entered as the ratepayer (in the case of a close company every 

director must sign the application form), or their authorised agent, may make an 

application for rates postponement for Significant Extraordinary Circumstances that 

resulted in Financial Hardship. However, where the ratepayer is not the owner of the 

Rating Unit, the owner must also provide written approval of the application. 

The ratepayer must be the current ratepayer for the Rating Unit at the time Significant 

Extraordinary Circumstances are identified by Council.  
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Where the Council decides to postpone rates the ratepayer must make acceptable 

arrangements for payment of rates, for example by setting up a system for regular 

payments. Such arrangements will be based on the circumstances of each case. 

Council may charge a fee on postponed rates for the period between the due date and 

the date they are paid. This fee is designed to cover Council’s administrative and 

financial costs. The fees will be set as part of the Council resolution identifying Significant 

Extraordinary Circumstances. 

Postponed rates will remain postponed until the earlier of: 

a. The ratepayer/s ceases to be the owner or occupier of the Rating Unit; or 

b. A date specified by Council in the Council resolution identifying Significant Extraordinary 
Circumstances. 

Further minor amendments include: 

 Removal of the provision “At the end of five years any postponed rates will be 

written off if the rating unit has not been subdivided.” From Postponement for 

Farmland. This will encourage development in areas identified for growth. 

 Delegation to approve rates postponements for Postponement for Farmland and 

Postponement for Elderly extended to Chief Financial Officer and Investment & 

Funding Manager. 

 Additional legislative and Council document references have been included in the 

policy. 

 Applications under Postponement for Special Circumstances can now be made 

by the “…ratepayer or their authorised agent…” instead of solely by the 

“applicant”. 

4.4 Significance and Engagement 

There has been no external consultation on the proposed changes. 

The proposed amendments are similar to those already in place, or proposed, for other 

Councils. 

Significance of the proposed amendments are high as they could potentially impact 

proportion of residents or ratepayers. 

4.5 Implications 

Financial 

N/A 

Social & Policy 

The proposed amendment will allow Napier City Council to be more responsive, by way 

of financial relief, to any events that have a material negative impact on the wider city. 

Risk 

Taking the Postponement Policy in its current form, the Council is not well placed to 

provide timely relief via postponement, and may be overwhelmed due to administrative 

burden should another extraordinary or emergency event occur. 

4.6 Options 

The options available to Council are as follows: 
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a. Adopt all of the proposed changes. 

b. Adopt selected proposed changes. 

c. Adopt none of the proposed changes. 

4.7 Development of Preferred Option 

The proposed changes to the Rates Postponement Policy to provide better definition 

around financial hardship resulting from Significant Extraordinary Circumstances. 

 

4.8 Attachments 

A Rates Postponement Policy ⇩    
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Rates Postponement Policy 

Approved By Pending Approval by Council 

Department Finance 

Original Approval Date 29 June 2018 Review Approval Date Pending 

Next Review Deadline June 2023 Document ID 346038 

Relevant Legislation 

Local Government (Rating) Act 2002 

Local Government Act 2002 

Income Tax Act 2007 

NCC Documents Referenced 

Published in the Long Term Plan 2018-2028 which was reviewed 
between March/April 2018 and adopted on 29-06-18 

Reviewed and amended in response to COVID-19 

Rating – Delegations under Local Government (Rating) Act 2002 

Purpose 

To enable Council to postpone the requirement to pay all or part of the rates on a Rating Unit under Section 
87 of the Local Government (Rating) Act 2002 where a rates postponement policy has been adopted and 
the conditions and criteria in the policy are met. 

Policy 

Postponement for Farmland  

Objective  

To support the District Plan by encouraging owners of farmland around urban areas to refrain from 
subdividing their land for residential purposes. 

Conditions and Criteria 

To initially qualify, or continue qualifying, for postponement of rates under this policy the Rating Unit must 
be classified, or continue to be classified, as farmland for differential purposes (ratepayers wishing to 
ascertain their classification are welcome to inspect the Council’s rating information database at the Council 
office). 

Rates postponement will continue to apply on those properties that were subject at 30 June 2003 to 
postponement under Section 22 of the Rating Valuations Act 1998. Other rural ratepayers wishing to take 
advantage of this part of the policy must make application in writing, addressed to the Director Corporate 
Services. The application for postponement must be made to the Council prior to the commencement of the 
rating year. Applications received during a rating year will be applicable from the commencement of the 
following rating year. Applications will not be backdated. 

For properties currently subject to rates postponement and for new applications approved, Council will 
postpone the difference between rates payable on the equivalent Rates Postponement Value advised by 
its Valuation Service Provider and rates payable on the Rateable Value of the land each year. 

The Council may charge an annual fee on postponed rates for the period between the due date and the 
date they are paid. This fee is designed to cover the Council’s administrative and financial costs and may 
vary from year to year. The amount of the fee is included in Council’s Schedule of Fees and Charges. 
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If the Rating Unit is subdivided then postponed rates and any accumulated fees will be payable. The 
ratepayer will be required to sign an agreement acknowledging this. Postponed rates will be registered as 
a charge against the land (i.e. in the event that the property is sold the Council has first call against any of 
the proceeds of that sale). Again, the ratepayer will be required to sign an agreement acknowledging this. 

Authority to approve applications will be delegated by Council to the Director of Corporate Services, Chief 
Financial Officer and Investment and Funding Manager. 

Postponement for the Elderly 

Objective 

The objective of this part of the policy is to assist elderly ratepayers with a fixed level of income to meet 
rates particularly, but not exclusively, resulting from increasing levels of rates. 

Definition 

Elderly Ratepayers as those who are old enough to qualify to receive NZ Superannuation. 

For the purpose of this provision, Financial Hardship is defined as the inability of a person, to reasonably 
meet the cost of goods, services and financial obligations that are considered necessary according to New 
Zealand standards. 

Conditions and Criteria 

Postponement will only apply to Elderly Ratepayers on a fixed income. 

Only Rating Units used solely for residential purposes will be eligible for consideration for rates 
postponement under this policy. 

Only the person entered as the ratepayer, or their authorised agent, may make an application for rates 
postponement for Financial Hardship. The ratepayer must be the occupant and current owner of, and have 
owned for not less than five years, the Rating Unit which is the subject of the application. The person entered 
on the Council’s rating information database as the ‘ratepayer’ must not own any other Rating Units or 
investment properties (whether in the district or elsewhere). 

The ratepayer (or authorised agent) must make an application to Council on the prescribed form (copies 
can be obtained from the Council Office). 

The Council will consider, on a case by case basis, all applications received that meet the criteria outlined 
under this section. The following factors will be considered – age, income source and level, annual rates 
payable, period of postponement, equity in the property owned, and the amount of rates postponed. 

Authority to approve applications will be delegated by Council to the Director of Corporate Services, Chief 
Financial Officer and Investment and Funding Manager. 

Applicants seeking rates postponement will be encouraged to seek independent advice before formally 
accepting any offer for postponement made by the Council. 

As a general rule postponement will not apply to the first $500 per annum of the rate account after any rates 
rebate has been deducted. 

Where the Council decides to postpone rates the ratepayer must first make acceptable arrangements (e.g. 
by setting up a system to meet agreed minimum regular payments) for payments required under the terms 
of the postponement approval for the current rating year, and future payment years.. 

Postponement will only apply on properties on which houses have been insured. Annual proof may be 
required that insurance has been maintained. 

Where rates postponement is approved for a property with an outstanding mortgage, the mortgagee will be 
advised by Council that rates postponement has been granted by the Council. 
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Any postponed rates will be postponed until: 

The death of the ratepayer(s); or 

 Until the ratepayer(s) ceases to be either the owner or occupier of the Rating Unit; or 

 Until a date specified by the Council. 

The Council will charge an annual postponement fee. The annual postponement fee will cover Council’s 
administrative costs including finance costs. The finance cost will be charged at the average return on 
investments rate for Council for that year. 

All postponement fees payable (including finance costs) will be added to the amount of postponed rates 
annually and be paid at the time postponed rates are paid. 

The policy will apply from the beginning of the rating year in which the application is made although the 
Council may consider backdating past the rating year in which the application is made depending on the 
circumstances. 

The postponed rates, inclusive of any accumulated postponement fees, or any part thereof may be paid at 
any time. The applicant may elect to postpone the payment of a lesser sum than that which they would be 
entitled to have postponed pursuant to this policy. 

Postponed rates will be registered as a statutory land charge on the Rating Unit title. This means that the 
Council will have first call on the proceeds of any revenue from the sale or lease of the Rating Unit. In 
addition to the annual fee and interest, Council will charge any other costs or one-off fees incurred in relation 
to registration of the postponement as part of the postponement. 

This policy will not affect any rates postponement provisions approved prior to 1 July 2009, which will 
continue to apply in accordance with the conditions related to each case. 

This policy does not apply to non-elderly ratepayers experiencing financial hardship. 

Council will assist in the referral of any other ratepayer on a fixed income facing long term financial hardship 
to the appropriate agency. 

Postponement for Significant Extraordinary Circumstances 

Objective 

To provide a rates postponement to ratepayers experiencing financial hardship directly resulting from 
Significant Extraordinary Circumstances that affects their ability to pay rates. 

For the purpose of this policy the following definitions will apply: 

 Significant Extraordinary Circumstances: as defined by Council resolution. Significant 
Extraordinary Circumstances may be natural or economic in nature, and will identify the type and 
location of properties affected. 

 Financial Hardship: for the purpose of this provision is defined as the inability of a person, after 
seeking recourse from Government benefits or applicable relief packages, to reasonably meet the 
cost of goods, services and financial obligations that are considered necessary according to New 
Zealand standards. In the case of a ratepayer who is not a natural person, it is the inability, after 
seeking recourse from Government benefits or applicable relief packages, to reasonably meet the 
cost of goods, services and financial obligations that are considered essential to the functioning of 
that entity according to New Zealand standards. 

 Small Business: a business operated by a small business person, small partnership or close 
company as defined in section YA 1 of the Income Tax Act 2007. 
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Conditions and Criteria 

This part of the policy will only apply to Rating Units used for residential purposes or by Small Businesses. 

Once Significant Extraordinary Circumstances have been identified by Council, the criteria and application 
process (including an application form, if applicable), will be made available. Council may set a timeframe 
for the event. Council may review the criteria and/or timeframe of Significant Extraordinary Circumstances 
through subsequent resolutions.  

Council resolution will include: 

a. that the resolution applies under the Rates Postponement Policy; and 

b. the Significant Extraordinary Circumstances triggering the policy (e.g. including, but not limited to, 
flood, pandemic, earthquake); and 

c. how the Significant Extraordinary Circumstances are expected to impact the community (e.g. 
hardship); and 

d. the types or location of properties effected by the Significant Extraordinary Circumstances; and 

e. timeframe for postponement in relation to the Significant Extraordinary Circumstances. 

No application for postponement can be made under this policy unless Significant Extraordinary 
Circumstances have been identified by Council. 

Any requests for rates postponement for Rating Units with a land value greater than $1.5m will be decided 
upon at the discretion of Council and requests for rate postponement for Rating Units with a land value less 
than $1.5m will be delegated to Council officers. 

The ratepayer must demonstrate, to the Council’s satisfaction, that paying the rates would result in Financial 
Hardship. 

The applicant must demonstrate to Council’s satisfaction that the ratepayer has taken all necessary steps 
to claim any central government benefits or allowances the ratepayer is properly entitled to receive that 
would assist the ratepayer to meet their financial commitments. Evidence such as official correspondence 
must be provided with the application.  

Council will consider applications where the same ratepayer is liable for rates for multiple Rating Units. In 
such instances, Council will look at the collective impact to the ratepayer. 

Only the person/s entered as the ratepayer (in the case of a close company every director must sign the 
application form), or their authorised agent, may make an application for rates postponement for Significant 
Extraordinary Circumstances that resulted in Financial Hardship. However, where the ratepayer is not the 
owner of the Rating Unit, the owner must also provide written approval of the application. 

The ratepayer must be the current ratepayer for the Rating Unit at the time Significant Extraordinary 
Circumstances are identified by Council.  

Where the Council decides to postpone rates the ratepayer must make acceptable arrangements for 
payment of rates, for example by setting up a system for regular payments. Such arrangements will be 
based on the circumstances of each case. 

Council may charge a fee on postponed rates for the period between the due date and the date they are 
paid. This fee is designed to cover Council’s administrative and financial costs. The fees will be set as part 
of the Council resolution identifying Significant Extraordinary Circumstances. 

Postponed rates will remain postponed until the earlier of: 

a. The ratepayer/s ceases to be the owner or occupier of the Rating Unit; or 
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b. A date specified by Council in the Council resolution identifying Significant Extraordinary 
Circumstances. 

Postponement for Special Circumstances 

Objective 

To enable Council to provide rates postponement for special and unforeseen circumstances, where it 
considers relief by way of rates postponement is justified in the circumstances. 

Conditions and Criteria 

Application for rates postponement must be made in writing by the ratepayer or their authorised agent.  

Each circumstance will be considered by Council on a case by case basis. Where necessary, Council 
consideration and decision will be made in the Public Excluded part of a Council meeting. 

The terms and conditions of postponement including any application of an annual fee will be decided by 
Council on a case by case basis. 

The applicant will be advised in writing of the outcome of the application. 

Policy Review 

This policy will be reviewed at least once every three years. 

Document History 

Version Reviewer Change Detail Date 

2.0.0 Caroline Thomson Updated and approved by Council 29 June 2018 

3.0.0  Updated and approved by Council  
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5. RATES REMISSION POLICY REVIEW 

Type of Report: Legal and Operational 

Legal Reference: Local Government (Rating) Act 2002 

Document ID: 925181  

Reporting Officer/s & Unit: Garry Hrustinsky, Investment and Funding Manager  

 

5.1 Purpose of Report 

To review and update the policy to include definition around financial hardship resulting 

from Significant Extraordinary Circumstances. Some minor clarification of Criteria 

wording. 

 

Officer’s Recommendation 

That Council: 

a. Approve the proposed amendments to the Rates Remission Policy to include 

Significant Extraordinary Circumstances. 

 

 

5.2 Background Summary 

The COVID-19 pandemic and a subsequent response planning has highlighted the need 

to better define rates remissions for Significant Extraordinary Circumstances. 

5.3 Issues 

In its current form, the Rates Remission Policy is structured to review remissions on a 

very small (individual) scale. Significant time (including that of Prosperous Napier 

Committee) and resources are required to process each application. The proposed 

amendment allows the Council to be proactive, and apply broad remissions in situations 

where Significant Extraordinary Circumstances are identified. 

The proposed amendment is as follows: 

Remission of Rates in Response to Significant Extraordinary Circumstances being 

identified by Council. 

Objective 

To enable Council to provide rates remission to assist ratepayers in response to 

Significant Extraordinary Circumstances impacting Napier’s ratepayers. 

Definitions 

Financial Hardship: for the purpose of this provision is defined as the inability of a person, 

after seeking recourse from Government benefits or applicable relief packages, to 

reasonably meet the cost of goods, services and financial obligations that are considered 

necessary according to New Zealand standards. In the case of a ratepayer who is not a 

natural person, it is the inability, after seeking recourse from Government benefits or 

applicable relief packages, to reasonably meet the cost of goods, services and financial 
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obligations that are considered essential to the functioning of that entity according to New 

Zealand standards. 

Conditions and Criteria 

For this policy to apply Council must first have identified that there have been Significant 

Extraordinary Circumstances affecting the ratepayers of Napier, that Council wishes to 

respond to. 

Once Significant Extraordinary Circumstances have been identified by Council, the 

criteria and application process (including an application form, if applicable), will be made 

available. 

For a Rating Unit to receive a remission under this policy it needs to be an “Affected 

Rating Unit” based on an assessment performed by officers, following guidance provided 

through a resolution of Council. 

Council resolution will include: 

1. That the resolution applies under the Rates Remission Policy; and 

2. Identification of the Significant Extraordinary Circumstances triggering the policy 

(including both natural and man-made events); and 

3. How the Significant Extraordinary Circumstances are expected to impact the 

community (e.g. financial hardship); and 

4. The type of Rating Unit the remission will apply to; and 

5. Whether individual applications are required or a broad based remission will be 

applied to all affected Rating Units or large groups of affected Rating Units; and 

6. What rates instalment/s the remission will apply to; and 

7. Whether the remission amount is either a fixed amount, percentage, and/or maximum 

amount to be remitted for each qualifying Rating Unit. 

Explanation 

The specific response and criteria will be set out by Council resolution linking the 

response to specific Significant Extraordinary Circumstances. The criteria may apply a 

remission broadly to all Rating Units or to specific groups or to Rating Units that meet 

specific criteria such as proven Financial Hardship, a percentage of income lost or some 

other criteria as determined by council and incorporated in a council resolution. 

Council will indicate a budget to cover the value of remissions to be granted under this 

policy in any specific financial year. 

The types of remission that may be applied under this policy include: 

 The remission of a fixed amount per Rating Unit either across the board or targeted 

to specific groups such as: 

 A fixed amount per residential Rating Unit 

 A fixed amount per commercial Rating Unit 

Further minor amendments include: 

Provision for the remission of penalties through identification of Significant Extraordinary 

Circumstances. 

Applications under Remission for Special Circumstances can now be made by the 

“…ratepayer or their authorised agent...” instead of solely by the “ratepayer”. 



Extraordinary Meeting of Council - 21 May 2020 - Open Agenda Item 5 

33 
 

5.4 Significance and Engagement 

There has been no external consultation on the proposed changes. 

The proposed amendments are similar to those already in place, or proposed, for other 

Councils. 

Significance of the proposed amendments are high as they could potentially impact 

proportion of residents or ratepayers. 

5.5 Implications 

Financial 

N/A 

Social & Policy 

The proposed amendment will allow Napier City Council to be more responsive, by way 

of financial relief, to any events that have a material negative impact on the wider city. 

Risk 

Taking the Rates Remission Policy in its current form, the Council is not well placed to 

provide timely relief via remission, and may be overwhelmed due to administrative 

burden should further Significant Extraordinary Circumstances occur. 

5.6 Options 

The options available to Council are as follows: 

a. Adopt all of the proposed changes. 

b. Adopt selected proposed changes. 

c. Adopt none of the proposed changes. 

5.7 Development of Preferred Option 

The proposed changes to the Rates Remission Policy to provide better definition around 

financial hardship resulting from Significant Extraordinary Circumstances. 

 

 

5.8 Attachments 

A Rates Remission Policy ⇩    
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Rates Remission Policy 

Approved by Pending Approval by Council 

Department Finance 

Original Approval Date 30 June 2019 Review Approval Date June 2020 

Next Review Deadline June 2023 Document ID  

Relevant Legislation Local Government Act 2002, Local Government (Rating) Act 2002 

NCC Documents Referenced 

Published in the Long Term Plan 2018-2028 which was reviewed between 

March/Apr 2018 and adopted on 29-06-18 

Reviewed and amended as part of 2019/20 Annual Plan 

Reviewed and amended as part of 2020/21 Annual Plan 

Purpose 

To enable Council to remit all or part of the rates on a rating unit under Section 85 of the Local Government 

(Rating) Act 2002 where a Rates Remission Policy has been adopted and the conditions and criteria in the 

policy are met. 

Policy 

1. Remission of Penalties 

Objective  

The objective of this part of the Rates Remission Policy is to enable Council to act fairly and reasonably in 

its consideration of rates which have not been received by the Council by the penalty date due to 

circumstances outside the ratepayer’s control. 

Conditions and Criteria 

Penalties incurred will be automatically remitted where Council has made an error which results in a penalty 

being applied. 

Remission of one penalty will be considered in any one rating year where payment has been late due to 

significant family disruption. This will apply in the case of death, illness, or accident of a family member, at 

about the times rates are due. 

Remission of the penalty will be considered if the ratepayer forgets to make payment, claims a rates invoice 

was not received, is able to provide evidence that their payment has gone astray in the post, or the late 

payment has otherwise resulted from matters outside their control. Each application will be considered on 

its merits and remission will be granted where it is considered just and equitable to do so 

Remission of a penalty will be considered where sale has taken place very close to due date, resulting in 

confusion over liability, and the notice of sale has been promptly filed, or where the solicitor who acted in 

the sale for the owner acted promptly but made a mistake (e.g. inadvertently provided the wrong name and 

address) and the owner cannot be contacted. Each case shall be treated on its merits. 
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Penalties will also be remitted based on the application, by officers, of Council criteria established after 

Council has identified that Significant Extraordinary Circumstances have occurred that warrants further 

leniency in relation to the enforcement of penalties that would otherwise have been payable. The criteria to 

be applied will be set out in a council resolution that will be linked to the specific Significant Extraordinary 

Circumstances that have been identified by Council. 

Penalties will also be remitted where Council’s Chief Financial Officer considers a remission of the penalty, 

on the most recent instalment, is appropriate as part of an arrangement to collect outstanding rates from a 

ratepayer. 

2. Remission for Residential Land in Commercial or Industrial Areas 

Objective 

To ensure that owners of rating units situated in commercial or industrial areas are not unduly penalised by 

the zoning decisions of this Council and previous local authorities. 

Conditions and Criteria 

To qualify for remission under this part of the policy the rating unit must: 

 Be situated within an area of land that has been zoned for commercial or industrial use. 

Ratepayers can determine where their property has been zoned by inspecting the City of 

Napier District Plan, copies of which are available from the Council office. 

 Be listed as a ‘residential’ property for differential rating purposes. Ratepayers wishing to 

ascertain whether their property is treated as a residential property may inspect the Council’s 

rating information database at the Council office.  

Rates will be automatically remitted annually for those properties which had Special Rateable Values 

applied under Section 24 of the Rating Valuations Act 1998 up to 30 June 2003, and for which evidence 

from Council’s Valuation Service Provider indicates that, with effect from the 2002 revaluation of Napier 

City, the land value has been penalised by its zoning. The amount remitted will be the difference between 

the rates calculated on the equivalent special rateable value provided by the Valuation Service Provider and 

the rates payable on the Rateable Value. 

Other ratepayers wishing to claim remission under this part of the policy must make an application in writing 

addressed to the Chief Financial Officer. 

The application for rates remission must be made to the Council prior to the commencement of the rating 

year. Applications received during a rating year will be applicable from the commencement of the following 

rating year. Applications will not be backdated. 

Where an application is approved, the Council will direct its Valuation Service Provider to inspect the rating 

unit and prepare a valuation that will treat the rating unit as if it were a comparable rating unit elsewhere in 

the district. The ratepayer may be asked to contribute to the cost of this valuation. Ratepayers should note 

that the Valuation Service Provider’s decision is final as there are no statutory right of objection or appeal 

for values done in this way. 

3. Remission for Land Subject to Special Preservation Conditions 

Objective 

To preserve and encourage the protection of land and improvements which are the subject of special 

preservation conditions. 

Conditions and Criteria 

Rates remission under this Section of the policy relates to land that is subject to: 

 A heritage covenant under the Historic Places Act 1993; or 

 A heritage order under the Resource Management Act 1991; or 
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 An open space covenant under the Queen Elizabeth the Second National Trust Act 1977; or  

 A protected private land agreement or conservation covenant under the Reserves Act 1977; or 

 Any other covenant or agreement entered into by the owner of the land with a public body for 

the preservation of existing features of land, or of buildings, where the conditions of the covenant 

or agreement are registered against the title to the land and are binding on subsequent owners 

of land. 

Ratepayers who own Rating Units meeting this criteria may qualify for remission under this part of the policy. 

Rates will automatically be remitted annually for those properties which had Special Rateable Values 

applied under Section 27 of the Rating Valuations Act up to 30 June 2003, and which meet the above 

criteria. The amount remitted will be the difference between the rates calculated on the equivalent special 

rateable value provided by the Valuation Service Provider and the rates payable on the Rateable Value. 

Other ratepayers wishing to claim remission under this part of the policy must apply in writing to the Council 

office, and must provide supporting documentary evidence of the special preservation conditions, e.g. copy 

of the Covenant, Order or other legal mechanism. 

The application for rates remission must be made to the Council prior to the commencement of the rating 

year. Applications received during a rating year will be applicable from the commencement of the following 

rating year. 

Applications for remission under this part of the policy will be approved by the Council. The Council may 

specify certain conditions before remission will be granted. Applicants will be required to agree in writing to 

these conditions and to pay any remitted rates if the conditions are violated. 

Where an application is approved, the Council will direct its Valuation Service Provider to inspect the Rating 

Unit and provide a special valuation. The ratepayer may be asked to contribute to the cost of this valuation. 

Ratepayers should note that the Valuation Service Provider’s decision is final as there is no statutory right 

of objection or appeal for values done in this way. 

The equivalent special rateable value will be determined by the Valuation Service Provider on the 

assumption that: 

 The actual use to which the land is being put at the date of valuation will be continued; and 

 Any improvements on the land will be continued and maintained or replaced in order to enable 

the land to continue to be so used. 

It will be assessed taking into account any restriction on the use that may be made of the land imposed by 

the mandatory preservation of any existing tenements, hereditaments, trees, buildings, other improvements, 

and features. 

4. Remission of Uniform Annual General Charges (UAGC) and Targeted Rates of a Fixed Amount on 

Rating Units Owned by the Same Owner 

Objective 

To provide for relief from UAGC and Targeted Rates of a fixed amount per Rating Unit or Separately Used 

or Inhabited Parts of a Rating Unit, where two or more Rating Units are owned by the same person or 

persons, and are:  

 part of a subdivision plan which has been deposited for separate lots, or separate legal titles 

exist; or 

 but the Rating Units may not necessarily be used jointly as a single unit, and each Rating Unit 

does not benefit separately from the services related to the UAGC and Targeted Rates. 

Conditions and Criteria 

Remission of UAGC and Targeted Rates of a fixed amount applies in the following situations: 
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 Unsold subdivided land, where as a result of the High Court decision of 20 November 2000 ‘Neil 

Construction and others vs. North Shore City Council and others’, each separate lot or title is 

treated as a separate Rating Unit, and such land is implied to be not used as a single unit.  

 

All remissions under this part of the policy will be approved by the Chief Financial Officer. 

5. Remission for Water Rates (by meter) 

Objective 

To provide ratepayers with a measure of relief by way of partial rates remission where, as a result of the 

existence of a water leak on the Rating Unit which they occupy the payment of fuller rates is inequitable, or 

where officers are convinced that there are errors in the data relating to water usage. 

Conditions and Criteria 

 The existence of a significant leak on the occupied Rating Unit has been established and there is 

evidence that steps have been taken to repair the leak as soon as possible after the detection, or 

officers have reviewed the usage data and are convinced that the usage readings are so abnormal 

as to require adjustment. 

 The Council or its delegated officer(s) as determined from time to time and set out in the Council’s 

delegations register shall determine the extent of any remission based on the merits of each 

situation. 

 

6. Remission to smooth the effects of change in rates on individual or groups of properties 

Objective 

To enable Council to provide rates remission where, as a result of a change in Council policy or other 

change that results in a significant increase in rates, Council decides it is equitable to smooth or temporarily 

reduce the impacts of the change by reducing the amount payable. 

Conditions and Criteria 

 Remission of part of the value based rates to enable the impact of a change in rates to be phased 

in over a period of no more than 3 years. 

To continue with any existing rates adjustment where, due to change in process, policy or legislation Council 

considers it equitable to do so subject to a maximum limit of 3 years to a remission made under this clause 

in the policy. 

7. Remission for Special Circumstances 

Objective 

To enable Council to provide rates remission for special and unforeseen circumstances, where it considers 

relief by way of rates remission is justified in the circumstances. 

Conditions and Criteria 

Applications for rates remission must be made in writing by the ratepayer or their authorised agent. 

Each circumstance will be considered by Council on a case by case basis. Where necessary, Council 

consideration and decision will be made in the Public Excluded part of a Council meeting. 

The terms and conditions of remission will be decided by Council on a case by case basis. The applicant 

will be advised in writing of the outcome of the application. 

8. Remission of Rates in Response to Significant Extraordinary Circumstances being identified by Council. 
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Objective 

To enable Council to provide rates remission to assist ratepayers in response to Significant Extraordinary 

Circumstances impacting Napier’s ratepayers. 

Definitions 

Financial Hardship: for the purpose of this provision is defined as the inability of a person, after seeking 

recourse from Government benefits or applicable relief packages, to reasonably meet the cost of goods, 

services and financial obligations that are considered necessary according to New Zealand standards. In 

the case of a ratepayer who is not a natural person, it is the inability, after seeking recourse from 

Government benefits or applicable relief packages, to reasonably meet the cost of goods, services and 

financial obligations that are considered essential to the functioning of that entity according to New Zealand 

standards. 

Conditions and Criteria 

For this policy to apply Council must first have identified that there have been Significant Extraordinary 

Circumstances affecting the ratepayers of Napier, that Council wishes to respond to. 

Once Significant Extraordinary Circumstances have been identified by Council, the criteria and application 

process (including an application form, if applicable), will be made available. 

For a Rating Unit to receive a remission under this policy it needs to be an “Affected Rating Unit” based on 

an assessment performed by officers, following guidance provided through a resolution of Council. 

Council resolution will include: 

1. That the resolution applies under the Rates Remission Policy; and 

2. Identification of the Significant Extraordinary Circumstances triggering the policy (including both 

natural and man-made events); and 

3. How the Significant Extraordinary Circumstances are expected to impact the community (e.g. 

financial hardship); and 

4. The type of Rating Unit the remission will apply to; and 

5. Whether individual applications are required or a broad based remission will be applied to all 

affected Rating Units or large groups of affected Rating Units; and 

6. What rates instalment/s the remission will apply to; and 

7. Whether the remission amount is either a fixed amount, percentage, and/or maximum amount to 

be remitted for each qualifying Rating Unit. 

Explanation 

The specific response and criteria will be set out by Council resolution linking the response to specific 

Significant Extraordinary Circumstances. The criteria may apply a remission broadly to all Rating Units or 

to specific groups or to Rating Units that meet specific criteria such as proven Financial Hardship, a 

percentage of income lost or some other criteria as determined by council and incorporated in a council 

resolution. 

Council will indicate a budget to cover the value of remissions to be granted under this policy in any specific 

financial year. 

The types of remission that may be applied under this policy include: 

 The remission of a fixed amount per Rating Unit either across the board or targeted to specific 

groups such as: 

o A fixed amount per residential Rating Unit 

o A fixed amount per commercial Rating Unit 
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Policy Review 

This policy will be reviewed at least once every three years. 

Document History 

Version Reviewer Change Detail Date 

2.0.0 Caroline Thomson Updated and approved by Council with 
LTP 

29 June 2018 

3.0.0 Caroline Thomson Updated in conjunction with 2019-20 
Annual Plan 

4 June 2019 

4.0.0  Updated in conjunction with 2020-21 
Annual Plan 
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6. INVESTMENT POLICY REVIEW 

Type of Report: Legal and Operational 

Legal Reference: Local Government Act 2002 

Document ID: 921741  

Reporting Officer/s & Unit: Garry Hrustinsky, Investment and Funding Manager  

 

6.1 Purpose of Report 

Triennial review of Investment Policy including any proposed amendments. 

 

Officer’s Recommendation 

That Council: 

a. Adopt the current Investment Policy without amendment. 

 

6.2 Background Summary 

The Investment Policy must be reviewed at least once every three years. The last review 

was conducted in June 2018. The current review has been prompted as part of a wider 

project to assess the viability of Council becoming a member of the Local Government 

Funding Agency (LGFA). 

6.3 Issues 

The Investment Policy has been reviewed to ensure that it contains provisions for Napier 

City Council to hold bonds, commercial paper and shares issued by the LGFA – this is a 

condition of membership. 

Provisions to hold investments issued by the LGFA were made in prior Investment Policy 

reviews. No further amendments are required as part of this review. 

6.4 Significance and Engagement 

N/A 

6.5 Implications 

Financial 

Napier City Council may need to borrow in the 2020/21 financial year to meet anticipated 

costs. If provisions aren’t included to hold LGFA investments, then other channels will 

need to be explored to source funding. 

Social & Policy 

N/A 

Risk 

N/A 

6.6 Options 

The options available to Council are as follows: 

a. Adopt the Investment Policy in its current form. 
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b. Reject the Investment Policy in its current form. 

6.7 Development of Preferred Option 

N/A 

 

6.8 Attachments 

A Investment Policy ⇩    
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Investment Policy 

Approved by Council 

Department Finance 

Original Approval Date 30 June 2015 Review Approval Date 29 June 2018 

Next Review Deadline 30 June 2021 Document ID 346412 

Relevant Legislation Section 102(1) of the Local Government Act 2002 

NCC Documents Referenced 
NCC Long Term Plan 2015-2025, wording below was 
reviewed between March and May 2018, and published in the 
Long Term Plan 2018-2028 

Purpose 

The Investment Policy is adopted under Section 102(1) of the Local Government Act 2002 and 

must state the local authority’s policies in respect of investments. 

Policy 

Council generally holds investments for strategic reasons where there is some community, social, 

physical or economic benefit accruing from the investment activity. Generating a commercial return 

on strategic investments is considered a secondary objective. Investments and associated risks 

are monitored and managed, and regularly reported to Council in accordance with the relevant 

sections of the Council’s Treasury Management Manual. 

In its investment activities Council is guided by the Trustee Act of 1956. When acting as a trustee 

or investing money on behalf of others, the Trustee Act highlights that trustees have a duty to invest 

prudently and that they shall exercise care, diligence and skill that a prudent person of business 

would exercise in managing the affairs of others. 

Council is a risk-averse entity and does not wish to incur additional risk from its treasury activities. 

Its broad objectives in relation to treasury activity are to manage all of Council’s investments within 

its strategic, financial and commercial objectives and optimise returns within these objectives, 

manage the overall cash position of Council’s operations to meet known and reasonable 

unforeseen funding requirements, and invest surplus cash and the financial investment portfolio in 

liquid securities and strongly credit-rated counterparties. 

Staff seek to develop and maintain professional relationships with Council’s bankers, financial 

market participants and other stakeholders. 

Acquisitions of New Investments  

With the exception of treasury investments, new investments are acquired if an opportunity arises 

and approval is given by the appropriate Council committee, based on advice and 

recommendations from Council officers. Before approving any new investments, Council gives due 

consideration to the contribution the investment will make in fulfilling Council’s strategic objectives, 

and the financial risks of owning the investment. 
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The authority to acquire treasury investments is delegated to the Director Corporate Services. 

Mix of Investments  

Council maintains investments in the following mix of investments: 

Equity Investments 

Equity Investments are held for various strategic, economic development and financial objectives, 

as outlined in the Long Term Plan (LTP.) Council Equity Investments include interests in the 

Hawke's Bay Airport Authority and Omarunui Landfill Operation, and may include other Council 

Controlled Organisations (CCOs). Council may also make advances to CCOs. 

Council seeks to achieve an acceptable rate of return on all its equity investments, consistent with 

the nature of the investment and Council’s stated philosophy on investments. 

Council reviews the performance of these investments on a regular basis to ensure strategic and 

economic objectives are being achieved. Any disposition of these investments requires Council 

approval. Dividends received and proceeds from the disposition of equity investments are used to 

repay debt, to invest in new assets or investments or any other purpose that is considered 

appropriate by Council. 

New Zealand Local Government Funding Agency Limited (LGFA)  

Council may invest in shares and other financial instruments of the LGFA, and may borrow to fund 

that investment. 

Council’s objective in making any such investment will be to: 

 Obtain a return on the investment. 

 Ensure that the LGFA has sufficient capital to remain viable, meaning that it continues as 

a source of investment and/or debt funding for the Council. 

Council may invest in LGFA bonds and commercial paper as part of its financial investment 

portfolio. 

As a borrower, Council’s investment is recognised through shares and borrower notes. As an 

investor in LGFA shares and as a Guarantor, Council subscribes for uncalled capital in the LGFA. 

Property Investments 

Council’s overall objective is to own only property that is necessary to achieve its strategic and 

commercial objectives, or deemed to be a core Council function. Council therefore retains an 

investment in car parking, leasehold land, and rental and retirement housing. Generally, Council 

will not maintain a property investment where it is not essential to the delivery of relevant services, 

and property is retained only where it relates to a primary Council output. 

Property purchases are supported by registered valuations and, where appropriate, a full business 

case analysis. Council does not purchase properties on a speculative basis. 

Council provides car parking facilities which are operated on a commercial basis, and are run to 

cover ongoing operational costs. 

Rentals and ground rent from property investments, other than land covered by the HB Endowment 

Land Empowering Act 2002, is included in the consolidated rating account. Council’s leasehold 

land portfolio was transferred from the Hawke’s Bay Harbour Board in 1989 as part of the local 
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government reorganisation and Council, by virtue of the Hawke’s Bay Endowment Land 

Empowering Act 2002, is allowing lessees to freehold residential properties, which is diminishing 

the portfolio. 

Council owns various Napier properties which it classifies as the ‘Napier City Council Investment 

Property Portfolio’.  The land held in the portfolio is leased to a variety of individuals and entities, 

and is managed in line with Council’s leasehold land policy. 

Property disposals are managed to ensure compliance with statutory requirements. Any disposition 

of a property investment requires Council approval. 

Treasury Investments  

Council maintains treasury investments for the following primary reasons:  

 to invest amounts allocated to loan redemption reserves, trusts, bequests and special 

funds. 

 to invest surplus cash, and working capital funds. 

All interest income from Council’s treasury investments is included in the consolidated rating 

account or special activity account. 

Treasury Investment Philosophy and Objectives 

Council’s philosophy in the management of treasury investments is to optimise its capital protection 

and liquidity objectives while balancing risk and return considerations. Council recognises that as 

a responsible public authority any investments that it does hold should be low risk. It also 

recognises that lower risk generally means lower returns. 

To provide the greatest benefit, Council utilises its surplus internal funds for internal borrowing to 

reduce external debt, thus effectively reducing net interest costs. 

Council’s primary objective when investing is the protection of its investment capital and liquidity of 

its investment. Accordingly, only creditworthy counterparties are acceptable. Creditworthy 

counterparties are selected on the basis of their current Standard and Poor’s (S&P) or equivalent 

rating, which must be strong or better. 

To avoid undue concentration of exposures, treasury investments/financial instruments should be 

used with as wide a range of counterparties as practicable. Where possible, transaction notional 

and principal sizes and maturities should be well spread. Investment in corporate shares is 

considered to be an inappropriate asset class and therefore expressly forbidden. 

Within the above credit constraints, Council also seeks to: 

 Ensure investments are liquid 

 Maximise investment return 

 Manage potential capital losses due to interest rate movements 

Credit, Liquidity and Interest Risk Management  

 Credit risk is minimised by placing maximum limits for each broad class of non-Government 

issuer, and by limiting investments to registered banks, strongly rated State-Owned 

Enterprises, supranationals, local authorities and corporates within prescribed limits. 
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 Liquidity / Maturity risk is minimised by managing maturity terms within strict policy limits 

and ensuring that all negotiable investments are capable of being liquidated in a readily 

available secondary market. 

 Interest Rate risk is minimised by investing in fixed rate bonds and bank term deposits 

spread over a range of maturity terms. 

Financial Investment Interest Rate/Maturity Limits  

The following control limits are designed to manage interest rate risk and maturity risk on the 

financial investment portfolio. The portfolio comprises both cash and core treasury investments. 

Cash investments relate to matching investments with Council’s working capital funding 

requirement and liquidity buffer amount requirements. Core treasury investments relate to 

unencumbered investments that are invested for terms of greater than three months. 

An important objective of the financial investment portfolio is to match the portfolio’s maturity term 

to planned expenditure, thereby ensuring that investments are available when required. 

Period  Minimum Maximum 

0-6 months  30% 80% 

6-12 months  20% 70% 

1-3 years  0% 50% 

3-5 years  0% 20% 

Counterparty Limits  

Counterparty credit risk is the risk of losses (realised or unrealised) arising from a counterparty 

defaulting on a financial instrument where Council is a party. The credit risk to Council in a default 

event will be weighted differently depending on the type of instrument entered into. Limits should 

be spread amongst a number of counterparties to avoid concentrations of credit exposure. Credit 

ratings are as determined by Standard and Poor's, or equivalent rating. If any counterparty’s credit 

rating falls below the minimum specified in the following table, then all practical steps are taken to 

eliminate the credit exposure to that counterparty as soon as practicable. 

Issuers  
Approved  
Instruments  

Minimum Long-
Term &Short-
Term Credit 
Rating (S&P) 

Maximum per 
Counter-party 

Maximum % 
of Total 
Investment 
Portfolio 

NZ Government 
Treasury bills 

Government stock 
N/A Unlimited 100% 

NZ Local 
Government 
Funding Agency 

LGFA Fixed and Floating Rate 
Bonds 

Promissory notes / Commercial 
paper 

Borrower Notes 

AA-/A-1 $40.0m 50% 

NZD Registered 
Supranationals 

Promissory Notes / 

Commercial Paper,  

Fixed and Floating  

Rate Bonds 

AAA $20.0m 30% 
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Issuers  
Approved  
Instruments  

Minimum Long-
Term &Short-
Term Credit 
Rating (S&P) 

Maximum per 
Counter-party 

Maximum % 
of Total 
Investment 
Portfolio 

State-Owned 
Enterprises 

Promissory Notes / 

Commercial Paper,  

Fixed and Floating  

Rate Bonds 

A+/A-1 $15.0m 20% 

New Zealand 
Registered 
Banks * 

Money market call deposits and 
term deposits, Registered 
Certificates of 

Deposit, Senior Bonds 

A+/A-1 

$30.0m or 40% 
of total portfolio 
(whichever is 
the lesser) 

100% 

Corporate 
Bonds * 

Promissory Notes, 

Commercial Paper,  

Fixed and Floating  

Rate Senior Bonds  

A+/A-1 $3.0m 20% 

Local Authority 
Fixed and Floating Rate Bonds 
and Stock, Commercial Paper 

A+/A-1 (if rated) 

Unrated 

$5.0m 

$3.0m 
20% 

* Note: An approved exception to the above is other treasury investments made with local registered banks that are regulated by 

the Royal Bank of New Zealand having a credit rating of at least BBB. Such investments shall be limited to a term of 3 months or 

less, and be for not more than $2 million in aggregate. At no time should the total exposure to this risk category be greater than 

5% of the total investment portfolio 

Any other financial instrument must be specifically approved by Council on a case-by-case basis 

and is applied to only the one singular transaction being approved. 

All secured and unsecured investment securities must be senior in ranking. The following types of 

investment instruments are expressly excluded: 

 No asset backed securities are allowed. 

 Structured debt where issuing entities are not a primary borrower/ issuer. 

 Subordinated debt, junior debt, perpetual notes and debt/equity hybrid notes such as 

convertibles. 

Council does not adopt the use of interest rate risk management instruments on its investments. 

Loan Advances  

Council may provide advances to CCOs, charitable trusts and community organisations for 

strategic and commercial purposes only. New loan advances are by Council resolution only. 

Council does not lend money, or provide any other financial accommodation. 

Loan advances are generally provided on an unsecured basis. Where possible, Council seeks 

security through a mortgage over land and buildings. 

Council reviews performance of its loan advances on a regular basis to ensure strategic and 

economic objectives are being achieved. 

Loan Redemption Reserves 
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Council establishes specific Loan Redemption Reserves for each new external borrowing. The 

internal Loan Redemption Reserve is invested in accordance with Council’s Investment Policy. 

Investment Management and Reporting Procedures 

Council’s investments are managed on a regular basis, with sufficient minimum immediate cash 

reserves and a cash buffer maintained. The daily cash position is monitored and managed through 

the Daily Cash Position Report, and long term cashflow through the annual Cashflow Forecast. To 

maintain liquidity, Council’s short and long term investment maturities are matched with Council’s 

known cashflow requirements. 

The performance of Council investments is regularly reviewed to ensure Council’s strategic 

objectives are being met. Both performance and policy compliance are reviewed. Internal 

investment reports are a vital management tool and, depending on their nature, are produced on a 

daily, weekly, monthly, quarterly or annual basis. The results are summarised and reported to 

Council on a quarterly and annual basis. 

Foreign Exchange Policy 

Council has foreign exchange exposure through the occasional purchase of foreign exchange 

denominated assets approved through the capital planning process. Generally, all commitments 

over NZ$100,000 equivalent are hedged using forward foreign exchange contracts, once 

expenditure is approved, the purchase order is placed, and the exact timing and amount is known. 

Council uses both spot and forward foreign exchange contracts. 

Council does not borrow or enter into incidental arrangements, within or outside New Zealand, in 

currency other than New Zealand currency. 

Policy Review 

The review timeframe of this policy will be no longer than every three years. 

Document History 

Version Reviewer Change Detail Date 

2.0.0 Caroline Thomson Updated and approved by Council with LTP 29 June 2018 
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7. LIABILITY MANAGEMENT POLICY REVIEW 

Type of Report: Legal and Operational 

Legal Reference: Local Government Act 2002 

Document ID: 921745  

Reporting Officer/s & Unit: Garry Hrustinsky, Investment and Funding Manager  

 

7.1 Purpose of Report 

Triennial review of Liability Management Policy including any proposed amendments. 

 

Officer’s Recommendation 

That Council: 

a. Adopt the current Liability Management Policy without amendments. 

 

7.2 Background Summary 

The Liability Management Policy must be reviewed at least once every three years. The 

last review was conducted in June 2018. The current review has been prompted as part 

of a wider project to assess the viability of Council becoming a member of the Local 

Government Funding Agency (LGFA). 

7.3 Issues 

The Liability Management Policy has been reviewed to ensure that it contains provisions 

for Napier City Council to contribute a portion of borrowings back to the LGFA as an 

equity contribution, provide guarantees and allow charges by the LGFA – this is a 

condition of membership. 

Provisions to allow borrowing activities with the LGFA were made in prior Liability 

Management Policy reviews. No further amendments are required as part of this review. 

7.4 Significance and Engagement 

N/A 

7.5 Implications 

Financial 

Napier City Council may need to borrow in the 2020/21 financial year to meet anticipated 

costs. If provisions aren’t included to borrow from the LGFA, then other channels will 

need to be explored to source funding. 

Social & Policy 

N/A 

Risk 

N/A 

7.6 Options 

The options available to Council are as follows: 
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a. Adopt the Liability Management Policy in its current form. 

b. Reject the Liability Management Policy in its current form. 

7.7 Development of Preferred Option 

N/A 

 

7.8 Attachments 

A Liability Management Policy ⇩    
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Liability Management Policy 

Approved by Council 

Department Finance 

Original Approval Date 30 June 2015 Review Approval Date 29 June 2018 

Next Review Deadline 30 June 2021 Document ID 346414 

Relevant Legislation Section 104 of the Local Government Act 2002 (LGA). 

NCC Documents 

Referenced 

Published in the Long Term Plan 2018-2028 which was reviewed 

between March/April 2018 and adopted on 29-06-18. 

Purpose 

This policy is provided in accordance with Section 102 (1) of the Local Government Act 2002 (LGA), 

and must state the local authority is policies in respect of the management of both borrowing and 

other liabilities.  

Policy 

Napier City Council (the Council) needs to source funds for capital development to ensure that the 

city continues to progress, and borrowing is an important part of that equation. It is critical to the 

prudent management of Council’s finances that the level of debt is planned and carefully monitored. 

Council approves borrowing by resolution during the Annual Plan or the Long Term Plan (LTP) 

process. A resolution of Council is not required for hire purchase, leased, credit or deferred 

purchase of goods if the period of indebtedness is less than 91 days or the goods or services are 

obtained in the ordinary course of operations on normal terms for amounts not exceeding $250,000.  

Council raises borrowing for the following primary purposes: 

 General debt to fund Council’s balance sheet. 

 Specific debt associated with ‘one-off’ projects and capital expenditure. 

 To fund assets with inter-generational qualities. 

 To assist Council in its day-to-day financing, through leases and hire purchases, of 

equipment purchases and replacement. 

Council considers that borrowing is the more prudent way of funding major projects which will 

benefit several generations of residents. 

New Borrowings 

Council is able to fund through a variety of mechanisms including internal borrowing, the issue of 

fixed and floating rate wholesale and retail loan stock, commercial paper, New Zealand Local 

Government Funding Agency and direct bank borrowing. Stock/paper may be issued to the 

wholesale market via banks and brokers, but issues into the retail market require additional Council 
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approval. Council has a general preference to firstly use available special funds for its borrowing 

requirements and thereafter utilise external funding sources.  

Council does not borrow or enter into incidental arrangements within or outside New Zealand in 

currency other than New Zealand currency. 

The authority to arrange new borrowings, or to refinance existing debt on more acceptable terms, 

is delegated to the Director Corporate Services, who has overall responsibility for all activities 

relating to implementation of approved policy, and for establishing appropriate structures, 

procedures and controls to support borrowing and risk management activity. 

Borrowing Limits 

In managing borrowing, Council will adhere to the following limits in relation to external debt: 

 Liquidity (term debt plus committed bank facilities and liquid available financial investments) 

to external debt must be at least 110% 

 Net external debt as a percentage of total income will not exceed 100% 

 Net interest expense as a percentage of total income will not exceed 10% 

 Net Interest as a percentage of rates income will not exceed 15% 

Council adheres to the borrowing limit that is reached first and provides the lowest level of debt 

capacity. 

Borrowing Limit Definitions:  

 Annual rates income is defined as the amount equal to the total revenue from any funding 

mechanism authorised by the Local Government (Rating) Act 2002 together with any 

revenue received from other local authorities for services provided (and for which the other 

local authorities rate). 

 Annual rates income excludes regional levies. 

 Net external debt is defined as total external debt less cash investments. 

 Liquidity is defined as external term debt plus committed bank facilities plus liquid financial 

investments divided by current external debt. 

 Total income is defined as earnings from rates, government grants and subsidies, user 

charges, interest, dividends, financial and other revenue and excludes non-government 

capital contributions (e.g. developer contributions and vested assets). 

 Net interest is defined as external interest expense less interest income. 

Liquidity and Credit Risk Management 

Council’s ability to readily attract cost-effective borrowing is largely driven by its ability to maintain 

a strong balance sheet as well as its ability to rate, and manage its image in the market, and its 

relationships with investors, the Local Government Funding Agency (LGFA), bankers and brokers.  

Where practical, Council seeks a diversified pool of external borrowing and ensures that bank 

borrowings and incidental arrangements are sought from strongly rated New Zealand registered 

banks (minimum Standard & Poor’s (S&P) long-term credit rating A+). 
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Council minimises its liquidity risk by: 

 Matching expenditure closely to its revenue streams and managing cashflow timing 

differences through its liquid investment portfolio and/or committed bank facilities 

 Maintaining its cash management and financial investments in liquid and negotiable 

instruments 

 Avoiding concentration of debt maturity dates 

To ensure funds are available when needed, Council maintains sufficient available operating 

cashflow, committed bank facilities, and/or liquid financial investments to meet its projected 

cashflow commitments through the liquidity ratio, and maintains a $3 million liquidity buffer through 

cash deposits. 

To minimise the risk of large concentrations of external debt maturing or being reissued in periods 

of illiquidity or where credit margins are high, Council ensures external debt maturities are spread 

over a band of periods.  

Council manages this specifically by ensuring that the maturity profile, when total external debt is 

$30 million or greater, is subject to the following limits: 

Period Minimum Maximum 

0-3 years 20% 60% 

3-5 years 20% 60% 

Over 5 years 0% 60% 

When total external debt is less than $30 million, no more than one third or $15 million (whichever 

is higher) is subject to refinancing in any financial year. 

Internal Borrowing / Loans 

Council has the option to use its day-to-day cashflow, financial investments and available special 

fund balances to internally fund capital expenditure as approved by Council resolution. Due to the 

interest rate margin between external investing and external borrowing, separating Council’s 

investing and borrowing activities is not the most efficient use of its funds. Borrowing internally, 

utilising its own cash reserves, Council creates fiscal efficiencies by eliminating that margin.  

Council manages debt on a net portfolio basis, and borrows externally only when it is commercially 

prudent to do so. 

Interest on internally-funded loans is charged annually in arrears, on year end loan balances at the 

agreed three-year fixed interest rate. Except where a specific rate has been approved for particular 

circumstances, the three-year rate is set annually at the start of the financial year, based on the 

three-year swap rate plus the credit margin on three-year loan stock. 

The credit margin is determined by either Council’s actual three-year margin or with reference to 

the LGFA credit curve for a non-credit rated guaranteeing Council borrower. 

Gross Debt and Gross Debt Limits 

Gross debt includes all external and internal borrowing and gross interest includes interest 

calculated on external and internal borrowings. 
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As an additional measure Council has set borrowing limits relating to Gross Debt and the cost of 

servicing Gross Debt. 

 Gross Debt as a percentage of total income will not exceed 150% 

 Gross interest expense as a percentage of total income will not exceed 12% 

 Gross Interest as a percentage of rates income will not exceed 20% 

The use of the Gross measures is an additional discipline that will be monitored and reported on 

internally.  To avoid confusion, only the measures relating to external debt will be reported on when 

Council prepares its audited financial statements. 

New Zealand Local Government Funding Agency (LGFA) Limited 

The Council may borrow from the LGFA and, in connection with that borrowing, may enter into the 

following related transactions to the extent it considers necessary or desirable: 

 Contribute a portion of its borrowing back to the LGFA as an equity contribution to the 

LGFA, for example borrower notes. 

 Provide guarantees of the indebtedness of other local authorities to the LGFA and of the 

indebtedness of the LGFA itself. 

 Commit to contributing additional equity (or subordinated debt) to the LGFA if required. 

 Secure its borrowing from the LGFA and the performance of other obligations to the LGFA 

or its creditors with a charge over the Council’s rates and rates revenue. 

 Subscribe for shares and uncalled capital in the LGFA. 

Interest Rate Risk Management 

Council’s borrowing gives rise to a direct exposure to wholesale interest rate movements. Given 

the long term nature of Council’s assets, projects, inter-generational factors, and Council’s intention 

to avoid an adverse impact on rates, Council prefers a percentage of fixed rate or hedged debt. 

Where possible, interest rate re-pricing risk is spread over a range of maturities. 

Council reduces uncertainty due to interest rate movements by the active management of 

underlying interest rate exposures. Council’s fixed rate debt, as a percentage of debt, should be 

between a minimum of 55% and a maximum of 100%. The percentages are calculated on the 

rolling 12-month projected external core debt level. 

‘External Debt’ is the amount of total external core debt. 

‘Fixed Rate’ is defined as an interest rate repricing date beyond 12 months on a continuous rolling 

basis. 

‘Floating Rate’ is defined as an interest rate repricing date within 12 months. 

Interest rate risk management objectives are reflected in the table below and outline the target fixed 

or hedged rate requirements allocated into time bands. 
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Period of actual and planned 
forecast external debt  

Fixed Rate Maturity Profile Limit  

Minimum  Maximum  

1 to 3 years  20%  60%  

3 to 5 years  20%  60%  

5 to 10 years  0%  60%  

These limits do not apply when external core debt is less than $15 million.  

A fixed rate maturity profile that is outside the above limits, but self-corrects in less than 90 days is 

not in breach of this Policy. However, maintaining a maturity profile outside the above limits for 

greater than 90 days requires approval by Council. 

Interest Rate Strategy 

Management implements interest rate risk management strategy through the use of the following 

approved instruments:  

 Forward rate agreements 

 Interest rate swaps 

 Purchased interest rate swaptions 

 Purchase of interest rate option products e.g. borrowers’ caps, borrowers’ swaptions 

 Interest rate collar type option strategies (1:1 collars) 

Selling interest rate options for the primary purpose of generating premium income is not permitted 

because of its speculative nature. 

Credit exposure arising on interest rate instruments is restricted to $20 million with any one 

approved counterparty. 

Security 

Council generally does not offer assets other than a charge over rates or rates revenue as security 

for any loan or performance of any obligation under an incidental arrangement. In exceptional 

circumstances, with prior Council approval, security may be offered as a charge over one or more 

specific assets. Where relevant a register of charges is established and maintained at Council’s 

principal office.  

In all borrowing and related activities, Council complies with the relevant provisions of the Securities 

Act. 

Repayment  

Council repays external borrowings from the loan redemption reserve allocated to that borrowing, 

from general funds, rates revenue, asset sale proceeds, or through raising redemption loans. 

Subject to the appropriate approval and debt limits, a loan may be rolled over or re-negotiated as 

and when appropriate. 



Extraordinary Meeting of Council - 21 May 2020 - Attachments 
 

Item 7 
Attachments A 

 

 55 

 

Repayment amounts on internal loans are set based on a table loan calculation over the life of the 

loan. Repayments are made annually at financial year end.   

Contingent Liabilities  

Council provides financial guarantees to community organisations. Management ensures that the 

business plan of the guaranteed party furthers the strategic objectives of Council and that financial 

statements are received on an annual basis. The Council needs to be satisfied that any community 

organisation to which it provides a financial guarantee is capable of servicing the proposed 

borrowing from its income sources. The annual contingent loan liability must not exceed 7.5% of 

Council’s non-targeted rate take for the year. 

Policy Review 

The review timeframe of this policy will be no longer than every three years. 

Document History 

Version Reviewer Change Detail Date 

2.0.0 Caroline Thomson Updated and approved by Council with LTP 29 June 2018 
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8. STATEMENT OF PROPOSAL TO JOIN THE LOCAL GOVERNMENT 
FUNDING AGENCY 

Type of Report: Legal and Operational 

Legal Reference: Local Government Act 2002 

Document ID: 925601  

Reporting Officer/s & Unit: Garry Hrustinsky, Investment and Funding Manager  

 

8.1 Purpose of Report 

With a need for Council to borrow in the near future, the purpose of this report is review 

the options available if Council decides to join the Local Government Funding Agency 

(LGFA) and identify the most appropriate option. If approved, the second purpose of this 

report is to commence the process of joining the LGFA through the release of a 

Statement of Proposal. 

 

Officer’s Recommendation 

That Council: 

a. Approve Napier City Council proceeding with public consultation to join the Local 

Government Funding Agency (LGFA). 

b. Endorse Option 4 (join the LGFA as a non-guaranteeing local authority) as 

Council’s preferred membership option. 

 

 

8.2 Background Summary 

In preparation for the 2020/2021 Annual Plan, forecasting has identified that Napier City 

Council may have a funding gap of approximately $33 million due to the impact of 

COVID-19. 

Through prudent management over a number of years, Napier City Council (NCC) has 

been in the fortunate position to not require external borrowing whilst still maintaining 

some of the lowest rates in New Zealand. However, as no borrowing has been required 

in the past, Napier City Council does not currently have material lending facilities in place 

to meet any shortfalls. 

Prior to 2011, Territorial Authorities only had two options available when sourcing funds: 

a) Borrow from approved financial institutions (i.e. banks); and 

b) Create and issue debt instruments (bonds) to the wholesale and/or retail market. 

Banks, whilst providing a high degree of flexibility in lending arrangements, need to 

generate a profit from their activities and can prove expensive depending on the needs of 

the borrower. Covenants imposed on lending may be prohibitive for borrowers. Of 

greatest concern is that the availability of credit depends on the overall lending book of 

the institution and the supply of funding from investors to the bank. 

Bond issuance can be achieved at a lower rate than may be available through a financial 

institution. However, compliance costs (legal advice, documentation, etc) can be 
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prohibitive if the bond issue is too small. Investor demand may also result in terms 

unfavourable to the issuer (a buyer’s market). 

Local Government Funding Agency 

Recognising the problems faced by local councils that needed to borrow, the Local 

Government Funding Agency (LGFA) scheme was set-up in 2011 by a group of local 

authorities and the Crown to enable local authorities to borrow at lower interest margins 

than would otherwise be available. LGFA operates as a co-operative between members. 

There are a number of LGFA style schemes around the world, with the oldest in 

Denmark (KommuneKredit founded in 1898). Like other global LGFA style schemes, the 

New Zealand LGFA utilises a cross-guarantee structure by member councils.  

To date there has never been a call under the guarantee in any LGFA scheme (including 

New Zealand). 

The LGFA acts as a lender to member councils, offering rates that are lower than those 

that are available commercially for similar terms. LGFA sources funds by issuing bonds 

to the market through regular tenders conducted each year. 

Collectively the LGFA is considered very strong in debt terms, and has a long term 

domestic credit rating (both Standard & Poor’s and Fitch) of AA+; the same at the New 

Zealand Government. With credit risk that is perceived to be very low, the LGFA is able 

to borrow (issue debt) at very low rates – these are passed on to borrowing member 

councils. 

There is no obligation for members to borrow from the LGFA. 

8.3 Issues 

At the time this paper was written, Napier City Council held approximately $58 million of 

cash investments as $48 million in term deposits and the balance in cash. It is expected 

that the timing of cash flow, reduced receipts, public support packages, operational 

expenditure for essential services and committed capital expenditure will result in a 

funding gap for the financial year. 

At present Napier City Council has a formal overdraft facility of $300k, and an informal 

uncommitted line of credit of up to $5m. The line of credit would be available for several 

days at a time only, and is not guaranteed as available should demand from other 

borrowers increase. 

Analysis of funding sources identified the three sources already noted in Background 

(Section 1.1). Bond issuance was immediately dismissed due to the time and cost 

involved on the part of NCC. 

Borrowing from approved financial institutions has been explored. Several banks, whilst 

open to lending funds to NCC advised that the LGFA would be the better option. 

Options, based on level of membership, with the LGFA were identified as follows: 

Options – LGFA Additional Spend Impact on Rates Impact on Debt 

1) No change. Not join the 
LGFA. No other 
institutions are 
approached for lending. 

$0 Rates will need to be 
increased to fund 
revenue lost due to the 
pandemic. 

No debt 

2) Not join the LGFA. 
Borrowing sourced from 
an approved lending 
institution. 

Between $3,500 and 
$5,000 per $1m per 
annum to ensure facility 
is available. 
Approximately 1.7%pa 
for any utilised facility. 

No impact on rates Debt will increase by the 
amount borrowed 
(estimated at $33m total). 
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3) Join the LGFA as a 
non-guaranteeing local 
authority. This allows NCC 
to borrow up to $20m 
through the LGFA. 

Associated legal fees. 
Ongoing trustee fees. 

Potential reduced rates 
due to savings in facility 
and interest rate costs. 

Debt will increase by the 
amount borrowed (up to 
$20m with LGFA and any 
balance sourced from an 
approved lending 
institution). 

4) Join the LGFA as an 
unrated guaranteeing local 
authority. This allows NCC 
to borrow more than 
$20m, but with higher risk. 

Associated legal fees. 
Ongoing trustee fees. 

Potential reduced rates 
due to savings in facility 
and interest rate costs. 

Debt will increase by the 
amount borrowed 
(estimated at $33m total). 

5) Join the LGFA as a 
principal shareholding 
local authority. This allows 
NCC to both borrow more 
than $20m and invest in 
LGFA shares, but with 
higher risk than option 4. 

Associated legal fees. 
Ongoing trustee fees. 

The cost of any shares 
purchased. 

Potential reduced rates 
due to savings in facility 
and interest rate costs. 

A modest return may be 
received from shares 
held in the LGFA. It is 
likely that any share 
purchase would be debt-
funded. 

Debt will increase by the 
amount borrowed 
(estimated at $33m total) 
plus the cost of any shares 
purchased. 

 

8.4 Significance and Engagement 

Should Council agree with the concept of joining the LGFA, then public consultation will 

need to be sought via a Special Consultative Procedure. A Statement of Proposal to join 

the LGFA has been produced (refer to the attached document) for this purpose. 

It is recommended that Council approve this process. 

8.5 Implications 

Financial 

Based on forecasting, Council may run out of money in the 2020/21 financial year. If an 

avenue to borrow isn’t established, capital projects and select services may have to be 

shut down. 

If NCC were to join the LGFA scheme as an unrated guaranteeing local authority, the 

Council would have a guarantee percentage of 0.85%. That means for every $100m 

called under the guarantee, NCC would be required to contribute $850,000 in new 

equity. 

Social & Policy 

As per Local Government Act 2002 sections 82 to 83AA, NCC is required to conduct a 

Special Consultative Procedure. The relevant sections are attached at the end of this 

report. 

Risk 

If no decision is made, Council may run out of money. Further, there is a risk of rejection 

to borrow by the public, or for support of a more costly option. 

As an unrated guaranteeing local authority there is the risk that NCC may have to 

contribute additional equity to the LGFA if a call is made under the guarantee. 

8.6 Options 

The options available to Council are as follows: 

a. Not borrow. Rates will need to be increased accordingly. 

b. Not join the LGFA. Borrow from an approved lending institution. 

c. Join the LGFA as a non-guaranteeing local authority. Council will need to borrow 

any balance above $20m from alternative sources. 
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d. Join the LGFA as an unrated guaranteeing local authority. This is the recommended 

option. 

e. Join the LGFA as a principal shareholding local authority. 

8.7 Development of Preferred Option 

Approved lending institutions were contacted to establish the relative cost of borrowing. 

As the nature of Council borrowing may be variable and potentially short-term in nature, 

analysis was based on establishing a committed line of credit. 

A bank commitment ensures that a line of credit is available should the borrower choose 

to draw. As the money is allocated to a particular borrower, it means that the funds can’t 

be used by the bank for another purpose. As such a commitment fee is charged. For 

NCC, commitment fees quoted range between 0.35% and 0.50%. On $33m the 

commitment fee could be up to $165,000 per annum even if no money is borrowed. 

Funds could be borrowed from a bank at approximately 1.7%. For $33m, the annual 

interest cost would be $561,000 

 

To join the LGFA initial legal fees are expected to be approximately $26,000. Ongoing 

trustee fees are expected to be approximately $8,000 per annum. There is no 

membership fee or commitment fee to borrow from the LGFA.  

As at the 23 April 2020, the 12 month borrowing rate (for an unrated council) was 0.91%. 

At $33m, the annual interest cost would be $300,300. 

 

Comparing just the interest rate, with $33m of lending, Council would save $260,700 per 

annum by joining and borrowing from the LGFA. As the amount is over $20m, NCC 

would need to be an unrated guaranteeing local authority to borrow $33m. 

 

 

8.8 Attachments 

Nil       
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PUBLIC EXCLUDED ITEMS 
 

That the public be excluded from the following parts of the proceedings of this meeting, 

namely: 

 

Agenda Items 

1. 274 Guppy Road HBRC Land Proposal 

2. Waipatiki Land Purchase Proposal 

 

The general subject of each matter to be considered while the public was excluded, the 

reasons for passing this resolution in relation to each matter, and the specific grounds under 

Section 48(1) of the Local Government Official Information and Meetings Act 1987 for the 

passing of this resolution were as follows: 

General subject of each 

matter to be considered. 

Reason for passing this 

resolution in relation to 

each matter. 

That the public conduct of 

the whole or the relevant part 

of the proceedings of the 

meeting would be likely to 

result in the disclosure of 

information where the 

withholding of the information 

is necessary to: 

Ground(s) under section 

48(1) to the passing of this 

resolution. 

48(1)(a) That the public 

conduct of the whole or the 

relevant part of the 

proceedings of the meeting 

would be likely to result in the 

disclosure of information for 

which good reason for 

withholding would exist: 

Agenda Items 

1. 274 Guppy Road HBRC 

Land Proposal 

7(2)(g) Maintain legal 

professional privilege 

48(1)A That the public 

conduct of the whole or the 

relevant part of the 

proceedings of the meeting 

would be likely to result in the 

disclosure of information for 

which good reason for 

withholding would exist: 

(i) Where the local authority 

is named or specified in 

Schedule 1 of this Act, under 

Section 6 or 7  (except 

7(2)(f)(i)) of the Local 

Government Official 

Information and Meetings Act 

1987. 
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2. Waipatiki Land Purchase 

Proposal 

7(2)(a) Protect the privacy of 

natural persons, including 

that of a deceased person 

7(2)(h) Enable the local 

authority to carry out, without 

prejudice or disadvantage, 

commercial activities 

7(2)(i) Enable the local 

authority to carry on, without 

prejudice or disadvantage, 

negotiations (including 

commercial and industrial 

negotiations) 

48(1)A That the public 

conduct of the whole or the 

relevant part of the 

proceedings of the meeting 

would be likely to result in the 

disclosure of information for 

which good reason for 

withholding would exist: 

(i) Where the local authority 

is named or specified in 

Schedule 1 of this Act, under 

Section 6 or 7  (except 

7(2)(f)(i)) of the Local 

Government Official 

Information and Meetings Act 

1987. 
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