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Introduction
So as to achieve the Council’s community outcomes and provide services that
meet the community’s needs and expectations, the Council prepares integrated
strategies, plans and policies to help move the district forward.

LONG TERM PLAN
The Council’s Vision and Community Outcomes

Integration with other strategies and context
The Financial Strategy and the Infrastructure Strategy are key ‘pillar’ documents
in the Long-Term Plan. These two documents together support the Council’s
vision and community outcomes, and collectively form the basis of the Council’s
Long-Term Plan.

Infrastructure Strategy

Both the Financial Strategy and the Infrastructure Strategy are informed by the
Council’s activity management plans and other asset information. Not all of the
Council’s essential activities currently have full activity management plans
available, however these plans are being drafted. In the absence of a finalised
activity management plan, contracts with service providers and various
information about Council’s assets have informed our pillar strategies.

Financial Strategy

Activity Management Plans

Internal factors
•
•
•

External factors
•
•

Financial position
Council Policies,
Strategies and Plans
Organisational capacity
and capability

•
•
Community factors

•
•
•
•
•
•
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Population growth
Demographics
Expectations
Affordability
Land use
Economic drivers

Statutory requirements
Regional Policies,
Strategies and Plans
Climate Change
Natural Hazards
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Revenue & Financing Policy

Development Contributions Policy

This policy reflects the Council’s decisions about how each of our activities are
funded. These decisions have been made following consideration of who
benefits from those activities, and who causes the need for some activities (such
as the Council must provide a dog registration service for dog owners). The
outcome of this policy then in turn sets the guidelines for the Council’s rating
system.

This policy sets out the framework for the Council to ensure the cost of increasing
infrastructural capacity to meet the demands of growth (new subdivisions or new
commercial or industrial activity, for example) is met by those developments
rather than existing ratepayers.

Significance & Engagement Policy
This is the policy that sets out how the Council will consult or engage with our
community. It guides the Council through a framework to assess the significance
of any issue, and then to decide how to consult and with whom.

Liability Management Policy
This treasury policy supports the strategic direction of the Financial Strategy, by
ensuring that the Council’s borrowing is well-managed.

Rate Remissions & Postponement Policy
This policy sets out the Council’s position as to the circumstances where we will
provide for the remission of rates, including rates penalties. This policy includes
the Council’s policies on the remission and postponement of rates on Maori
freehold land.

Statement of Accounting Policy
The Council’s financial statements are prepared in compliance with generally
accepted accounting practice and comply with financial reporting standards. This
policy states how we apply these standards.

Investment Policy
Alongside the Liability Management Policy to form the Council’s Treasury Policy,
the Investment Policy guides the Council’s decisions on its investments, such as
forestry, property holdings, and equity shares.
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Financial Strategy
Policy status:

Draft

Review due:

30 June 2024

Legal reference: Local Government Act 2002
Section 101A
Schedule 10, Part 1, Section 9

Purpose of the Financial Strategy
The Financial Strategy sets out how the Council plans to finance its overall
operations for the next ten years, and the impact on rates, debt, and levels of
service. The Strategy guides the Council’s funding decisions and, along with the
Infrastructure Strategy, informs the capital and operational spending for the
Long-Term Plan 2021-2031.

Executive Summary
The Council plans to improve the overall condition of its essential assets, such as
roads, footpaths, water supplies, and wastewater systems. We will also focus on
ensuring that the services we provide are appropriate for a community of our
size, fit for purpose, and comply with legislation.
In doing so, affordability is our greatest challenge, and we are committed to
ensuring that rates are the last option as a funding source. User pays, external
funding, and debt will be sourced wherever these are more appropriate.
We are extremely fortunate that our asset renewal profile is relatively flat for at
least the next ten years (and potentially the next 30 years), especially for water,
wastewater, and stormwater assets, largely due to the significant rebuild work
that has been completed following the 2016 earthquake. Over $40 million has
been spent since 2016 on remedial work to roads, bridges, three-water assets,
the harbour, and other facilities owned by the Council.
Further assistance has come through the national three-waters reform process,
whereby the Department of Internal Affairs has granted $1.92 million to the
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Council, enabling us to quickly undertake projects that will enhance asset
capacity, resilience and public health outcomes.
Significant asset deficiencies do however remain, especially in the condition of
local roads, which have had a low level of service pre-quake due to a ‘do
minimum’ approach in the interests of rates affordability. This Financial Strategy
aims to enable the catchup of deferred roading renewal work, as well as
improving our overall services, while at the same time remaining within our selfimposed limits on rates and debt.
The first three years of this Long-term Plan 2021-2031 show we expect to
generate operating surpluses, but that we are planning for operating deficits for
the remainder of the ten years. This is because, once the incoming grants and
subsidies for roading, three-waters and PGF projects have been applied (2022 to
2024), the deficits in the remaining years are attributable to depreciation
expense. The Council has made the conscious and informed decision not to fully
fund depreciation. To do so would mean accumulating cash reserves from
today’s ratepayers to pay for capital renewal work that will be done in the future.
Our Infrastructure Strategy shows that we have very low levels of capital renewal
work required within the next ten years (and no major work until 2050). Those
future renewals may be funded by loans, grants, subsidies, and/or rates. The
Council considers it is prudent and sustainable, therefore, to provide for these
operating deficits in years 2025 to 2031 due to the decision not to fully fund
depreciation.
The Financial Strategy has the following overall financial boundaries:
•
•
•
•

External borrowings are capped at $15 million,
Our annual loan interest expense will be no more than 10% of total
revenue,
Rates increases are capped at no more than 7% in year one, 6% in year
two, and 5% thereafter,
Rates income does not exceed $10 million per annum in years 1-5, and is
controlled by the 5% limit on rates increases per year thereafter.

Part Three: Financial Strategy

Introduction
We begin the 2021-2031 chapter of our story amid the COVID-19 global
pandemic. With New Zealand managing frequent small outbreaks of community
transmission at the time of writing, which are keeping the country in a constant
state of nervous tension, compared to the rest of the world we are enjoying
almost total freedom of movement.
As of April 2021, the effects on New Zealand’s GDP has been less than forecast
and major sporting, cultural and music events are continuing to be successfully
hosted. As a result of its national pandemic strategy and unity of approach, New
Zealand is perceived internationally as a leader in terms of the pandemic
response, and a destination of choice, especially once borders reopen
unrestricted.
However, behind this “success” has been an unexpected and substantial rise in
house prices, and an almost complete loss of the international tourism market in
New Zealand. This latter aspect has the country, especially those areas where
international tourism is a major contributor to the local economy, at a potential
tipping point.
For Kaikōura, COVID-19 comes on top of the effects of the 2016 Kaikōura
earthquake. With access initially restricted to the District, the summer season
2019/20 saw Kaikōura’s visitor numbers return to pre-quake levels for the first
time. Due to the pandemic New Zealand entered lockdown in March 2020. With
international visitors absent, the 2020/21 summer tourism season was well
supported by domestic travellers, but the absence of international visitors,
especially at “shoulder seasons” is strongly felt.
Businesses have altered their operations to best adapt, but despite this there has
been the closure of several local businesses, and jobs lost (or hours, and incomes,
reduced) since the pandemic hit. As of April 2021, the continuing impact on the
local economy in 2021 and 2022 remains uncertain. NZ Tourism forecasts
suggest the recovery of international visitor numbers is still at least a year away,
and will take several years to recover fully, as vaccines are rolled out and
confidence slowly returns for travellers.
Despite the effects of the pandemic, the local economy seems poised to move
forward and local businesses continue to attempt to weather the loss of

international visitors in anticipation of a strong recovery. There are substantial
new developments in the wings (not least of which is the new Sudima Hotel).
Notwithstanding this, the Council acknowledges the effects to date on the local
economy, likely to continue in the immediate future. The 2021 winter and
potential for a still reduced 2021/22 summer is likely to test the resilience of local
businesses to their limit.
Whilst the impact of the pandemic on the Council’s own revenue and operations
income has not been substantial, the Council took steps in 2020 to assist
ratepayers’ potential financial challenges. This included a reduction of the
proposed 10% rates increase for 2020/21 as part of the earthquake recovery, to
4%, including a reduction in the Council’s staff numbers of nearly 20%.

Purpose
Section 101A of the Local Government Act (2002) states:
101A Financial strategy
(1) A local authority must, as part of its long-term plan, prepare and adopt a
financial strategy for all of the consecutive financial years covered by the longterm plan.
(2) The purpose of the financial strategy is to—
(a) facilitate prudent financial management by the local authority by
providing a guide for the local authority to consider proposals for funding
and expenditure against; and
(b) provide a context for consultation on the local authority’s proposals for
funding and expenditure by making transparent the overall effects of
those proposals on the local authority’s services, rates, debt, and
investments.
This Financial Strategy is a cornerstone to the Council achieving its goal of
providing quality services without placing unnecessary burden on ratepayers. It
outlines the key financial parameters and limits that the Council will operate
within. This Strategy focuses on moderating rates increases, including making
best use of debt as a funding tool where this is appropriate.
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It is the Council’s view that this financial strategy is prudent and sustainable. In
putting this strategy together, the Council had to face facts that we simply cannot
afford to do everything we want to, and had to prioritise which projects are
important, and which to leave out for at least another decade. Underlying this
strategy is the Council’s view that the level of staffing and expenditure is such
that Council services and compliance will be delivered on a no-frills basis. The
Financial Strategy is strongly influenced by its associated Infrastructure Strategy
2021-2031, and is best described as an enhanced status quo.

Infrastructure Strategy
The Infrastructure Strategy 2021-2031 highlights several key factors that
influence this Financial Strategy.
Firstly, since the 2016 earthquake close to $1 billion has been spent to repair or
renew sections of State Highway roads, bridges and rail networks in the District.
Over $40 million has been spent on similar remedial works to roads, three-waters
assets, and other facilities owned by the Council. These rebuild projects have
been very helpful in that the assets that suffered the most damage were those
that were most fragile in terms of their age or other deficiency. Almost all of our
asset renewals that would have been required within the next 20-30 years have,
effectively, already been replaced.
Secondly, even prior to the earthquake the Council had the foresight to increase
the capacity of its essential assets, such as water reservoirs, wastewater pump
stations and treatment ponds, to accommodate a peak population of up to
10,000 people. As a result, there are no growth-related capital projects requiring
ratepayer funding for at least the next ten years.
The only major cost identified in the Infrastructure Strategy is a backlog in road
renewals and, with loan servicing costs extremely low, this LTP provides for most
of the backlog to be addressed over the next five years, funded by loan.

Financial & Corporate Sustainability Review
In 2018, the government, through the Department of Internal Affairs, initiated a
review into the long term financial and corporate sustainability of the Kaikōura
District Council, largely seeking assurance of the capacity and capabilities of the
Council given the substantial government funding assistance that was needed
following the devastating Kaikōura earthquake.
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As the review progressed through 2019, the focus was on the principles of
retaining local governance for the Kaikōura district, but that services could be
provided through other Councils using a new shared service model. The review
(known as FCS) concluded that the Council was not sustainable in its current
form, due in large part because of the projected net debt forecast by the
reviewers for the Council. The review suggested that up to $10 million was
required to invest in developing new IT systems and database platforms that
could then be easily integrated into the systems of other Councils so that they
could provide shared services to the district.
Prior to any detailed discussions with other Councils, and with COVID-19
impacting the world at this time, the potential funding the government had
considered might be available for Kaikoura was reprioritised to COVID relief
packages. The review project completed in 2020, with a revised focus on the
completion of internal projects to increase capabilities and improve processes.
By the end of 2020, the Council’s financial performance and position had become
clearer, with the rebuild projects virtually all completed and on budget, debt at
much lower levels than forecast and the Council as an organisation having
strengthened its internal capabilities.
The substantial work undertaken to put together the draft Long-Term Plan 202131 has shown, for the first time since the Kaikōura earthquake, the long-term
infrastructure requirements and financial projections of Council. Other than the
identified backlog of roading expenditure, the infrastructure renewal profiles
over the period are such that it may be over 30 years before any significant
renewal projects are required. This is due in no small part to the post-quake
financial assistance of the government, and the Council’s successful delivery of
the infrastructure rebuild programme. The resulting rates and debt
requirements are far from those envisaged through the FCS project.
The Council now considers that the Kaikōura District Council is financially
sustainable for the foreseeable future, and that our debt levels, the condition of
our core assets, and our knowledge about those assets actually puts the district
in the best position it has been in for some time. The Council’s corporate
sustainability will remain challenging to maintain, with the level of staffing and
expenditure such that Council services and compliance will be delivered on a nofrills basis.
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The Financial Strategy has been based on the following foundation principles:

We have planned for ongoing renewal of our assets and to respond to anticipated
demographic trends in our Infrastructure Strategy, whilst at the same time
remaining within the rates and debt limits set out in this Financial Strategy.

1.
2.

Changes in population

Principles

3.

4.

Council’s activities are affordable for the community, and fit for purpose
Debt (both external and internal) is used as a funding tool where this is
appropriate, and surplus cash is either used to repay debt, to invest in
activities that generate a return, or to lessen overall costs to ratepayers
Users meet the cost of services when the benefits of those services are
available to be enjoyed by an identifiable group of users (the user pays
principle)
Rates are the last option as a revenue stream

Statistics NZ has released its population growth projections, per the graph below.
These projections include a range from low to high. The Council has assumed
that the average growth of permanent resident population in the district will not
exceed 1.0% per annum. The Statistics NZ medium projection for resident
population is a decrease at an average rate of around 0.4% per annum. This
trend is however so weak that even relatively modest changes in a broad range of
factors influencing growth could cause significant deviation from it.

Strategic goals
This Financial Strategy aims to plan for our community to be in the position by
2031, where:
•
•
•
•
•
•
•
•
•

Our services and activities meet legislative standards as a minimum
Our assets are well-managed and maintained, with the backlog of renewal
expenditure addressed within the 10-year period
Our levels of service meet the expectations of our communities
Our internal processes are efficient and effective
The projects identified in our Infrastructure Strategy have been completed
Our total debt is no more than $15 million
Our annual loan interest expense is no more than 10% of total revenue
Airport and harbour activities are self-funding (if not income generating)
Our investment assets provide an acceptable return, or have been sold
Source: Statistics New Zealand population growth projections (Kaikōura)

Context and strategic issues
The purpose of the Financial Strategy is to enable the Council to plan for
anticipated future changes to our district’s population and land uses, noting our
context in terms of climate change and natural hazards, and other contextual
issues. This Strategy will guide the Council’s future funding decisions, and along
with the Infrastructure Strategy, informs the capital and operational spending for
the Long-Term Plan 2021-2031.

While a population decrease has occurred following departure of the NCTIR
workforce now that the earthquake rebuild projects are completed, the low
projection from Statistics NZ reducing our population to less than 3,000 by 2043
seems rather pessimistic. It is conceivable that a major commercial activity
and/or growth in tourism post-pandemic, could kick-start another wave of
population growth, and there is clear evidence of business investment in the
district – such as the Sudima Hotel under construction, developer enquiry about
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light industrial parks and expansion of residential subdivisions, proposed
affordable housing developments, and other activity.
We also anticipate the demographics within our resident population to change
over time. Our demographic statistics show we have an aging population, and we
are likely to see people living longer, and living relatively active lives for much
longer than before. For as long as there is no aged care specialist facility in
Kaikōura, we expect that those with higher needs will by necessity have to move
to another district.
A trend that may further compound our changing demographic is the high and
apparently increasing proportion of dwellings within the district that are not
permanently occupied, the majority of which are holiday homes. The most recent
census indicates this proportion to be just over 32%, having risen by 4% over the
preceding 5 years.
In summary, we do not expect there to be very much change in the number of
usually resident population in the 2021-2031 period of this LTP, but there will
almost certainly be changes to our demographic profiles.
The cost of providing for changes in population
With resident population growth expected to remain relatively static over the
next ten years, we do not expect any significant increased demand for essential
infrastructure such as roads, water supplies and wastewater networks. This is
especially true given the pre-earthquake capacity of our key infrastructure,
combined with the extent of the earthquake rebuild of the Council’s essential
assets, with the wastewater treatment plant, water and wastewater pipe
infrastructure, water sources and storage facilities having been substantially
renewed and, in some cases, rebuilt with more capacity and more resilience than
before. This essential infrastructure will meet population growth demands for
the foreseeable future, and no growth-related costs are anticipated within the
2021-2031 period.
Instead, our ageing population raises concerns about rates affordability,
particularly amongst those with lower, fixed incomes such as pensions. An older
population is also likely to increase demand for better quality pedestrian
pathways, and potentially more passive recreational activities and alternative
modes of transport. This LTP also provides for additional spend on footpaths, to
improve accessibility and eliminate trip hazards, and only a very small portion of
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this has been deemed to be attributable to growth. Also, to enable therapeutic
physical activity and low-impact exercise for an ageing population, the new
swimming pool will be open for the summer of 2021/2022.

Natural hazards & emergency events
The Kaikōura district, like much of New Zealand, is subject to natural hazards.
The November 2016 earthquake reminded us all that the Kaikōura district is a
tectonically active zone. The quake itself exposed 105km of fault rupture within
the district and resulted in new faults being identified. There were several
positive effects which resulted from the earthquake. For example, the Kaikōura
Peninsula rose over one metre in uplift, with greater uplift elsewhere in the
district, eliminating the need for beach renourishment and protection work in the
medium term. Other positives include the science and research which followed,
which enabled the Council to obtain up to date information about our natural
hazards.
Post-earthquake we have more detailed information about the active faults
within our district, and this has allowed for the identification of fault avoidance
and awareness overlays. Our understanding of liquefication has improved and
we can now meet the Ministry of Business Employment and Innovation (MBIE)
guidance, ‘Planning and engineering guidance for potentially liquefaction prone
land’. New LiDAR information has allowed for more accurate modelling of
potential flooding. Research undertaken by GNS science supported by the
Endeavour Fund has allowed areas subject to potential debris inundations
(landsides and debris flows) to be identified.
To ensure the future development of our community is more resilient, Council
planning staff are currently using the new natural hazards information to
progress a natural hazards plan change for the Kaikōura District Plan.
The cost of providing for natural hazards & emergency events
Much of the costs involved with gathering information on our natural hazards has
already been done, in so far as fault lines, liquefaction, debris flows and flood
modelling. As discussed above, the cost of beach renourishment and coastal
protection has been eliminated from Council budgets for the foreseeable future.
The Council has established a Roading Emergency Work fund that may be called
on immediately following a flood or similar event that damages local roads and
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bridges, and while the fund is relatively small (maintained at approximately
$200k annually), it is assumed that emergency subsidies would be available from
Waka Kotahi (NZTA) to offset some of the repair costs, as well as other Council
sources of funding.
The Council has already introduced the Earthquake Levy, a targeted rate at a set
dollar amount per rateable property, which is used to repay earthquake-related
loans in the first instance, and then once those loans are repaid, the Levy will
start to build an Emergency Events reserve fund.
The opportunity cost of creating fiscal buffers (or emergency reserves) can be
significant, because building buffers implies forgoing other rates funded
expenditure geared toward better levels of service and spend on asset resilience.
Therefore, rather than relying solely on emergency cash reserves, Waka Kotahi
(NZTA), and ultimately the earthquake levy, the Council keeps at least $2 million
in borrowing headroom, by having pre-approved borrowing facilities with the
Local Government Funding Agency (LGFA) and/or the Bank of New Zealand (BNZ)
that are always at least $2 million more than is actually borrowed. This means at
least $2 million is available at short notice for any kind of emergency or
unforeseen event.

Climate change
The Council has a moral and a legal responsibility to incorporate Climate Change
response into its day-to-day business and decision making. It is important that
the Council aligns its activities to reduce carbon emissions across all its areas of
influence and creates the conditions for a low-carbon economy that is smart and
innovative, and can meet or exceed the targets set within the Climate Change
Response (Zero Carbon) Amendment Act 2019.
The Council has long been a supporter of greenhouse gas reduction, through
various initiatives such as solar-powered streetlights in low density areas, our
past benchmarking achievements in the Earthcheck programme, and more
recently our installation of electric vehicle fast-charger in the West End.
We are fortunate that the Council does not have any activities or services that are
linked to high carbon emission, such as use of coal or fossil fuels for heating. We
do, however, own a landfill, which produces greenhouse gasses. The Council is

therefore legally obliged to purchase carbon credit and surrender them to the
Government through the Emissions Trading Scheme (the ETS).
The cost of providing for climate change
The ETS aims to encourage people and businesses to reduce greenhouse gas
emissions, by creating a financial incentive – that is, a cost per emission unit (or
per metric tonne of carbon dioxide produced). Unfortunately for the Council,
other than through public education, we have little influence over the extent to
which individuals consume products and the resulting waste that is created and
landfilled. At current levels of solid waste being landfilled, the annual cost in
carbon units to the Council – and ultimately to the ratepayer – is expected to be
around $80,000 per year until such time as the landfill is capped and our district’s
waste is transferred to Canterbury or Marlborough. Even then, those costs will
not disappear but will be included in any charges we pay to transfer our waste to
those landfills.

Changes in land use
Commercial and industrial activity
The Kaikōura Sudima Hotel is under construction and plans to open for the
summer of 2021/22. This 120-room waterfront hotel includes conference
facilities, a bar and restaurant, and is a welcome addition to the accommodations
on offer for visitors. The hotel facilities will open up opportunities to attract a
new conferences and events market for Kaikōura.
The Council has been granted $10.88 million from the Provincial Growth Fund
(PGF) – up to $9.88M to develop Wakatu Quay, and up to $1M for a feasibility
study on how South Bay Harbour could be developed. The vision for Wakatu
Quay is to create a vibrant mixed-use space with cultural, tourism and
community aspects incorporated in its design. Exactly what will be developed
has been subject to a separate consultation process with the community and has
entered the design concept phase. The project itself is being managed by the
Kaikōura Marine Development Governance Group, which is functioning
independently from the Council. Whatever the final design, the intention is that
this will be an iconic facility that enhances economic development, creates
sustainable jobs, and boosts social inclusion.
The potential for a light industrial park has once again been presented to the
Council by an experienced developer, based near the corner of State Highway
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One and the Kaikōura Inland Rd. This idea has been discussed with the Council
before, but this time the developer is progressing negotiations forward, and is
more public about the proposal, with interest already for businesses wanting to
be part of the development.
Rural land use
Agricultural activities, particularly dairying, but also the potential for vineyards
and urban sprawl, can have a large impact on resources (especially water) and
impact the size and volume of traffic on our local roads. We anticipate that the
bulk of the major changes to land uses in the rural area (dairy conversion and
subdivision) has already largely occurred, and there are likely to be only relatively
minor change to our rural areas within the next ten years.
The cost of providing for changes in land use
The cost of changes in land use will be met by the developer/landowner,
particularly for any future commercial, industrial and residential developments.
The Council has removed the threshold that had been in place in the
Development Contributions Policy, meaning that every additional housing
equivalent unit (HEU) will now be required to contribute to the cost of upgrading
infrastructure (previously only developments of ten HEU or more would be liable
for contributions). However, as a result of the successful earthquake rebuild and
the limited growth infrastructure being required in the next ten years, the dollar
value of the contributions themselves have dropped substantially.
The Kaikōura District Plan is the document that deals with land use zones and the
restrictions or other control measures that apply to those zones. The Plan will be
subject to an ongoing review of its chapters, starting with a review of the natural
hazards chapter, and progressing over the next ten years. This rolling review will
be funded by loans to help ease the burden on ratepayers.

Primary purpose for capital projects
The Council is required under the LGA to identify whether a capital project is
intended to provide for growth or increased demand, to improve a level of
service, or to renew existing assets. Only one (primary) purpose is to be selected
regardless of whether the project could fit more than one of these definitions.
These definitions might be difficult to apply in practical terms, and so to clarify,
an example of a capital project to meet the demands of growth might be
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construction of a new water reservoir, where more storage of water is required
due to an increase in population. A project that is an increase to a level of service
might be a new water treatment system to improve the quality of drinking water.
Renewal of assets is easier to define, as it is the replacement of existing assets up
to their as-new condition. The following two pages classify the Council’s capital
projects into these categories as required by the LGA.

Providing for growth and increased demand
As discussed in this Financial Strategy, the Council does not foresee any increased
demand placed on its essential services attributable to growth that is not already
provided for within the design capacity of its essential assets. Only two projects
have been labelled related to growth; the Wakatu Quay development, which is
PGF funded, and a sealed road extension from Scarborough Street to the new
swimming pool to be funded by development contributions.

Improving levels of service
The Council’s Infrastructure Strategy highlights projects that will assist to deliver
the expectations of current levels of service, and these are listed in more detail in
that Strategy.
The government three-water stimulus packages that have been distributed
nationwide following the COVID-19 outbreaks have enabled the Council to
undertake $1.88 million worth of key projects to improve our three-waters
(drinking water supplies, wastewater and stormwater) systems, including
treatment, storage, and monitoring upgrades.
These projects commenced in the 2020/2021 financial year, but there remains
$1,142k worth of work planned to be completed by 31 March 2022.
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The cost of providing for improvements to levels of service
Group of activities
2021/2022
2022/2023
2023/2024
(,000s)
(,000s)
(,000s)
Capital projects to develop new or improve existing assets
Roading
150
257
Water supplies
840
Sewerage services
302
Stormwater
Refuse & recycling
800
Facilities
409
15
Other assets
-

264
-

2024 to
2031
(,000s)
1,682
91
-

Maintaining existing levels of service
The Council proposes to spend over $12.5 million in roading capital work
including $4.68 million (uninflated) in the next 5-6 years to address a backlog of
reseals and sublayer rehabilitation, and the budget for unsealed road metaling
has been increased, from $65k to $180k per annum (uninflated), to renew those
roads to an appropriate standard. The Infrastructure Strategy notes that
inadequate road renewals between 2010 and 2019 have created backlog,
including a risk that adverse weather conditions could cause road surface failures.
It is the Council’s preference that the accumulated backlog be addressed within
this LTP, which carries with it a moderate risk of road surface failure, but that this
is able to be mitigated by the prioritisation of renewed sections of road. These
projects will be funded by NZTA subsidies in the first instance, with the balance of
the reseals backlog funded by loans, and the remainder funded by rates. The
result is a significant increase in loans, and the roading rate.

Council’s preference to progressively renew these AC mains over a 15-year
period, basing priority on condition assessments and recent repair history.
Another significant renewal project is the replacement of the WaiauToa/Clarence River bridge, formerly known as the Glen Alton bridge, which failed
during the 2016 earthquake, resulting in a loss of all-weather access for around
15 people in the Clarence Valley. The only solution that Waka Kotahi (NZTA) has
agreed to fund is construction of a new bridge downstream with an engineered
ford over the old river channel and associated work to protect connecting roads.
This $12 million project is to be 95% funded by Waka Kotahi, but while this
solution is favoured it remains uncertain. The project is reflected in the LTP
budgets but at the time of writing, some issues remain unresolved.
The cost of renewal and replacement of existing assets
Group of activities
2021/2022
2022/2023
(,000s)
(,000s)

2023/2024
(,000s)

2024 to
2031
(,000s)

Capital projects to renew or replace existing assets
Roading
3,924
6,214
Water supplies
503
21
Sewerage services
20
79
Stormwater
Refuse & recycling
Facilities
125
119
Other assets
121
129

6,485
521
25
1,358
266
356

8,461
2,429
1,848
17
6
1,159
966

Following the 2016 earthquake, much of our essential three-waters infrastructure
has been rebuilt, leaving the Council in the enviable position of having a very low
renewal profile for the next ten years. The only major renewal project that has
been identified is the replacement of approximately 9km of asbestos cement (AC)
main in the Kaikōura township that is currently theoretically near the end of its
useful life. At this juncture there is little evidence of increased maintenance due
to breaks or leaks, nor is there evidence of any other short-term risk. It is the
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Limits on rates and debt
The Local Government Act requires the Council to set quantified limits on rates,
rate increases, and borrowing. These caps are useful for agreeing with the
community the boundaries to the Council’s financial envelope and provides some
certainty on rates and debt levels.
This Financial Strategy has been developed in the context of the Council’s
recovery and rebuild phases from the 2016 earthquake. The Three-Year Plan
2018-2021 provided for rates increases of 14% for 2019, 14% for 2020, and 10%
for 2021 financial years, to enable the rebuild to be completed and to step up
into our new normal. When the COVID-19 pandemic hit in early 2020, the
Council heavily moderated the rates increase down to 4.0% for 2021 (instead of
the planned 10%).

•

is less than the total amount the Council needs to spend on roads, and so
the shortfall will be funded by loans.
The changes to solid waste services include a new rubbish collection service
and provision of bags to support that new service, plus revised costs from
the Council’s contractor through a new contract secured through a tender
process. Other than the urban residential rubbish collection, which will be
user pays, these costs are rate funded.

With the roading backlog to be addressed, and the Council’s commitment to a full
review of the District Plan, both commencing in 2021/2022, and with the level of
staffing and Council expenditure such that Council services and compliance will
be delivered on a no-frills basis, it is in this context that the Council has set its
limits on rates and debt for 2022-2031.

Limit on rates increases
The Council has capped its annual total rates requirement increases to no more
than 7% for 2022 financial year, 6% for 2023, and no more than 5% in each year
for 2024 to 2031.
The 2022 rates increase has been impacted by several factors;

Limit on total rates

•

In the above graph the 2027 rates increase is the result of ceasing loan funding
for the roading backlog. Whereas the above graph depicts our limit on rates
increases (as an annual percentage) the following graph shows that rates will be
no more than $10 million in the first five years of the Long-Term Plan (financial
years 2022 to 2026).

•

So as to offset the rates requirement in the 2020/2021 financial year when
the district first faced the COVID-19 economic shock, the Council delayed
some costs and used special funds or loans instead of relying on rates.
Those costs can’t be delayed any longer, some of those special funds are
now depleted, and the cost of loan interest and principal now need to be
met.
The Council wishes to address a long-standing under-investment in roading
maintenance, and this involves significant increases in the roading rate.
Alongside this, Waka Kotahi (NZTA) has confirmed its approved programme
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From the 2027 financial year, the limit on rates increases as a percentage (above
graph) translates into a total dollar value of rates the Council proposes to collect
each year over the years 2027 to 2031.
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Limit on total debt
The Council has set a self-imposed limit on our total borrowings of $15 million in
today’s dollars. At this level, forecast interest expenses would remain less than
10% of total revenue even if interest rates rose to 8% (which at this juncture
seems extremely unlikely).
The Local Government Funding Agency (LGFA) stipulates its financial covenants,
for example one LGFA covenant is that net debt as a percentage of total revenue
should not exceed 175%. If the Council were to exceed that covenant limit, it is
likely that the cost of borrowing would increase significantly, and that the LGFA
may even refuse to lend funds. The Council has self-imposed caps that are more
stringent than those of LGFA, and as a result of this, net debt as a percentage of
total revenue is well under the LGFA covenant and no more than 80% for all
years.

Total borrowings (or debt) increase year on year from 2022 to 2026, where the
Council is borrowing to deal with the backlog of roading reseals and pavement
rehabilitation, as well as the District Plan rolling chapter reviews. Borrowing
reaches a peak in 2026 with loans raised for landfill closure and reconfiguration
of the Scarborough Street site as a transfer station included as well.
The above graph shows that borrowing will be well-within the Council’s selfimposed limit and highlights the extent of borrowing headroom that is available
for emergency events.

Asset sales
The Council aims to sell properties that are not part of the Council’s normal
business operations and that do not generate a return to the community.
Properties that might be considered for sale include closed roads, esplanade
reserves and unused/unoccupied land. Once sold, the proceeds from sale will be
used at the Council’s full discretion, which might be to offset the rates
requirement, to repay debt, or be set aside for future asset purchases.
The Council is also planning to demolish the former Council offices at 34
Esplanade and disposing of the land.
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Securities for borrowing
Like any other borrower, the Council has to offer lenders some security, and like
other Councils, we secure our debt against our rates income. The Council has a
debenture trust deed that provides the mechanism for lenders to have security
over our rates income. The Council raises its loans with the LGFA and has lending
facilities with the BNZ for short-term requirements and/or swaps. It also has two
suspensory loans with Housing Corporation NZ, which are secured by the
property at 95 Torquay Street (the pensioner flats). Those loans will only need
to be repaid if the Council ever sells the flats.

Managing our investments
Equity securities and trusts
The Council controls the appointment of trustees of the Kaikōura Enhancement
Trust (KET), which in turn owns 100% of the shares of Innovative Waste Kaikōura
Ltd (IWK). Both are therefore Council-Controlled Organisations (CCO’s).
KET is a charitable trust established for the purpose of progressing environmental
projects and accessing external funds to achieve that goal. It partly satisfied its
charitable purposes through holding shares in IWK.
IWK has entered into contracts with the Council to manage the landfill and
resource recovery operations, deliver recycling services, provide public toilet
cleaning services, and deliver three-waters services within the district.
The Council has a minor shareholding in Civic Financial Services Ltd (trading as
Civic Assurance), these shares are not tradeable, and Civic has withdrawn from
the insurance market which had been a significant source of trading revenue, and
now focuses on Super Easy and Super Easy Kiwi Saver superannuation schemes.
From time to time as opportunities arise, the Council may consider future equity
investments if they fulfil strategic, economic, and financial objectives. Any
purchase or disposal of equity investments requires Council approval by
resolution.
Financial investments
The Council manages its cash, borrowings, financial investments and instruments
as part of an integrated treasury function, and as part of our day to day working
capital management. We will monitor the progress of our capital projects and
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other approved projects, and only borrow what is required to fund them if we
need to. So as to minimise external borrowing, we will often offset funds in hand
and borrowing requirements internally between different funds or special
reserves where those funds are not currently required. This reduces overall
borrowing, and in turn minimises the level of financial investments, particularly
as reserve funds are no longer held in cash. This means the Council will only
borrow as cashflows require, reducing loan servicing costs and thereby
benefitting ratepayers.
Commercial properties
The Council owns land, buildings, and the wharf at Wakatu Quay, which it
considers may provide a commercial return once developed. Funds from the
Provincial Growth Fund of up to $9.88 million will be used to create a new
commercial/public space, with plans currently underway as to what this might
look like. The Council expects that, as a minimum, the new development will not
only function in such a way that it supports its own operations and capital
programme, but also provide a return to the Council and lessen the dependency
on rates.
Forestry
The Council owns 11.5% of the Marlborough Regional Forestry joint venture
(MRF), with the Marlborough District Council owning the balance 88.5%.
Historically the Council’s forestry assets provided reasonably substantial cash
inflows in those years where logging was undertaken. Due to the nature of
forestry (trees must be mature, and ideally, timber prices should be good), there
may be several years of cash outflows between the years of logging. MRF has
entered a six-year period where trees are not mature enough for viable logging,
and so the Council is now contributing to the cost of forestry operations until
logging recommences (from 2021 to 2026).
Further, the Council plans to harvest the South Bay pine forest during 2021/22
but any net yield from logging will likely be lost in the cost of surrendering carbon
credits. The harvest is being done to free up the area for alternate recreational
uses and provide ocean views for the Ocean Ridge subdivision, rather than to
generate revenue.
For the above reasons, the target return on investment for forestry is zero until
2027. It is intended that surpluses from forestry be used to cover forest

Part Three: Financial Strategy
operations in the first instance and may then be held in special funds for future
strategic purposes (which may include purchasing other investments, reducing
total debt, or used to offset general rate requirements).
We also own a small pine forest at South Bay, although this is a popular
recreation area for the community rather than a commercially viable plantation.
The Council has resolved to cut these trees down.

Targeted return on investments and trusts
Our investments

Objectives

Annual targeted net
return

Innovative Waste
Kaikōura Ltd
(IWK)

Efficiently manage landfill
and recycling facilities and
deliver three-waters and
other services under
contract.

IWK will be operated on a
break-even basis, no
dividend will be paid.
Costs will be minimised in
the Council contracts.

Kaikōura
Enhancement
Trust (KET)

Source external funding to
deliver or progress
environmental projects

KET is a not-for-profit
charitable trust.

Civic Assurance

Financial services including
superannuation schemes

Financial
investments

Treasury management

Commercial
properties

Optimise value and return,
while providing social,
cultural, economic and
environmental benefits to
the community

Forestry

Generate cash surpluses
after having covered all
costs associated with the
activity, to be used to
reduce the Council’s rates
requirement or any other
purpose at the discretion of
the Council

Civic has withdrawn from
the insurance market,
dividends are unlikely to
be paid
Borrowing costs are
minimised
Commercial property will
provide a financial return
to Council, as well as
providing benefits to the
community and/or local
economy.

Capital distributions are
paid to KDC once logging
commences (anticipated
from 2027 onward)
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Balanced budget
Having a balanced budget means having sufficient operating revenue to cover
operating expenses. Depreciation is an operating expense, although it has no
cash impact. The Council takes the view that it will not fully fund depreciation.
Funding depreciation involves accumulating cash reserves from today’s ratepayer
to pay for future asset renewals.

Balanced budget benchmark

Instead, the Council considers that when assets do need to be replaced, we will
seek alternative sources of funding such as grants or subsidies in the first instance
or raise loans if no other funds are available. Rates may be used to fund the net
cost of renewals on an ongoing basis provided the annual renewal cost is equal to
or less than the annual depreciation for that asset category.
A key component of the Council’s Financial Strategy – based on the reliable
information we now have about our assets and their condition – is that there is
extremely low levels of capital work required over the next 10 (if not thirty)
years. The result of this strategy is that it is possible – and even likely – that the
Council will not cover all operating expenses in every year of the Long-Term Plan
due to our conscious decision to not accumulate depreciation reserves.
Benchmark met

Benchmark not met

Benchmark

The first three years of the Long-Term Plan, years 2022 to 2024, show a net
surplus due to the significant subsidies the Council will receive from Waka Kotahi
(NZTA), to construct the Waiau-Toa (Clarence) River bridge. That bridge is
expected to cost up to $12 million and will be 95% funded from Waka Kotahi.
The subsidies are categorised as revenue to the Council, but the cost of
constructing the bridge is a capital project, not an operating cost.

Assumptions
The main assumptions underlying the forecast information, based on predictions
from both internal and external sources, are described in full in Part Four:
Financial Information & Rates chapter of this Long-Term Plan.
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Revenue & Financing Policy
Policy status:

Draft

Review due:

30 June 2024

Legal reference: Local Government Act 2002
Section 102(2)(a) and 103, and
Schedule 10, Part 1 (10)

Objective
This policy provides the funding mechanisms to ensure the equitable distribution
of costs to those who benefit, as well as providing for the financial sustainability
of the activities undertaken.

1)
2)
3)
4)
5)

Community outcomes to which the activity primarily contributes
The distribution of benefits between the community, and any identifiable
parts of the community and individuals
Period over which benefits occur
The extent to which actions or inactions contribute to a need to undertake
the activity
The costs and benefits of funding the activity distinctly from other
activities.

No single criterion has greater weight in law than the others.

Financial management
The Council will ensure that each year's projected revenues are set at a level
sufficient to meet that year's projected operating expenses. In other words, it
will aim to produce a balanced budget.
The Council will manage it revenues, expenses, assets, liabilities, investments,
and general financial dealings prudently and in a manner that promotes the
current and future interests of the community. The Council will make adequate
and effective provision to meet the expenditure needs of the district, which have
been identified in its Long-Term Plan, and in its Annual Plan where applicable.

Funding principles
When making funding policy the Council must work through the process and
matters set out in section 101(3) of the Local Government Act and have regard to
the section 101(1) obligation to act prudently and in the interests of the
community.
Section 101(3) analysis is basically a two-step process, as discussed below.

First step considerations
The first step requires consideration at activity level of each of the following:
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1)

The community outcomes to which the activity contributes
Our community outcomes are:
Community – we communicate, engage and inform our community.
Development – we promote and support the development of our economy
Services – our services and infrastructure are cost effective, efficient and fit for
purpose.
Environment – we value and protect our environment
Future – we work with our community and our partners to create a better
place for future generations
The Council manages ten groups of activities to support the achievement of
our community outcomes.

2)

The distribution of benefits between the community as a whole, any
identifiable part of the community, and individuals (the beneficiary pays
principle).
The community as a whole means all residents and ratepayers. For some of
the Council’s activities it is difficult to identify individual users, or people
cannot be excluded from entry, or everyone benefits in some way from an
activity (also known as “public good”). If the activity benefits the community
as a whole, it is appropriate to fund that activity by the community as a whole,
such as by general rate. If groups or individuals benefit, then costs can be
recovered either by a targeted rate or user fees.
The period over which those benefits are likely to occur - ‘intergenerational
equity’ principle.

3)

Many of the activities provided by local government are either network or
community infrastructure (for example, roads and stormwater channels),
which last for a long time. Benefits from infrastructure can be expected to
last for the life of the asset. This matter requires consideration of how the
benefits and costs for the assets are distributed over time, so that current
day ratepayers are not meeting the entire burden by paying for them now.
This is illustrated in the diagram below.
The main tool for ensuring intergenerational equity is the use of debt, and
then rating future ratepayers to service the debt. A decision not to borrow
for new capital is effectively a decision that current ratepayers should meet
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the cost of services that future ratepayers will consume, and should be made
as a conscious policy choice.

4.

The extent to which the actions (or inaction) of any individual or group may
contribute to the need to undertake the activity
This is the exacerbator pays principle which is that those groups whose actions
or inactions give rise to a need to undertake a certain activity should
contribute to the costs of that activity.

5.

The costs and benefits of funding the activity distinctly from other activities
Should the activity be funded from a general source (e.g. general rates or
uniform charge) or from a targeted source such as user fees and charges, or a
targeted rate. The choice between general and targeted rating requires
consideration of the consequences for transparency and accountability. This
might include:
• The smaller the activity the less likely that funding it separately will be
economic or practical
• Legal requirements may require an activity to be ring fenced

Part Three: Revenue & Financing Policy
•
•

An activity that may be of benefit to a subset of the community may be a
stronger candidate for distinct funding
Transparent rates may aid in the community seeing what they get for
their money

Preferred funding sources for operating expenses:
1st Commercial revenue
2nd User fees & charges

Second step considerations
Having considered the most appropriate sources of funding in relation to each
activity, the second step requires the Council to consider the overall impact of
any allocation of liability for revenue needs on the community, and to consider if
any changes are needed. This involves weighing up the impact of rates on the
community. Such considerations might include:
•
•
•
•
•
•

affordability - the ability to pay by low income households
barriers to access services
legal constraints
materiality
sustainability; and
fair treatment of the business sector - balancing the ability to pay and
the benefits received.

The Council may, as a final measure, modify the overall mix of funding in
response to these considerations.

Preferences for sources of funding
The Council, as a matter of principle, prefers the activities and services it provides
to generate their own revenues, and for rates – particularly general rates – to be
among the least preferred. Loans may be used to fund operating expenses in
certain circumstances, such as to smooth the rates impact during unforeseen
events (examples are using short-term loans to reduce or smooth the rates
requirement during a pandemic, or following a major disaster such as an
earthquake).
The following sets out the Council’s preferences in order from top. This is the
default order of preference for any new activity, or any existing activity not
specified in this Policy.

3rd Grants & subsidies
4th Special funds &
reserves
5th Targeted rates

Dividends, interest earned, logging sales &
forestry revenue
Consent fees, lease revenue, registration fees,
etc
Grants and subsidies received from external
organisations
Funds held for a specific purpose

6th General rates

Rates for a specific purpose levied on a target
community
Rates for general purposes levied district wide

7th Loans

Borrowed funds

Preferred funding sources for capital expenses (including repayment of loan
principal):
1st Commercial revenue
Dividends, interest earned, logging sales &
forestry revenue
nd
2 Grants & subsidies
Grants and subsidies received from external
organisations
rd
3 Special funds &
Funds held for a specific purpose
reserves
4th Development
Received from developers towards the cost of
contributions
development
5th Loans
Borrowed funds
6th Targeted rates
7th General rates

Rates for a specific purpose levied on a target
community
Rates for general purposes levied district wide

8th User fees & charges

Consent fees, lease revenue, registration fees
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Overview of the Council’s funding mechanisms
As required by s103(2) of the LGA the Council uses a range of funding tools,
mechanisms, and sources for operating and capital expenditure. The definitions
of funding mechanisms are:

General Rates
General Rates in this context refers to both the general rate (a rate applying to
properties based on their capital value) and the uniform annual general charge (a
set dollar amount). General rates are used where benefits flow to the
community as a whole, or where individuals or community groups cannot be
identified.
The general rate is set on capital value, with a differential of 0.9:1 for rural and
semi-rural properties. The objective of the differential rate is to acknowledge
that properties outside the Kaikōura township are predominantly farmland with
high capital values (in comparison with their urban counterparts) but that their
capital value does not necessarily reflect the services they receive or have access
to.
Rating areas
The Council considers it appropriate to define rating areas (urban, semi-rural and
rural) for the purposes of applying rates, so that it can assess whether there is a
different level of benefit accruing to properties based on their proximity to
Council services, and apply a rating differential accordingly. These rating areas
have no relationship to the size, land use, or value of individual properties within,
or outside of, this area.
The rating areas for the Kaikōura District are shown on the following maps.

The above map shows each of the rating areas. The bulk of the District is rural,
portrayed in pale orange (pale green areas are Department of Conservation land
which is non-rateable). The purple area is the semi-rural area for rating
purposes. The semi-rural area extends to the Hapuku River in the north, and to
the Kahutara River to the south (thereby including the villages of Hapuku and
Peketa). This area also extends inland to the foothills of Mt Fyffe, adjacent to
Department of Conservation land.
The pale blue area is the current urban area for rating purposes and includes
Ocean Ridge. As the town grows, this area may be extended to incorporate new
areas as appropriate to meet the intent of these rates – i.e. in areas where
footpaths, streetlights and/or stormwater is developed. The rating boundaries
shown in the above maps are approximate, and for indicative purposes only.
Uniform Annual General Charge
The uniform annual general charge (UAGC) is set per separately used or inhabited
part of a rating unit (SUIP), for all rateable land within the District. The full
definition of the SUIP can be found in the Rating Funding Impact Statement in
this Long-Term Plan 2021-2031 and in each subsequent annual plan as these are
prepared.
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A separately used or inhabited part of a rating unit can be described as:

User fees & charges

Any portion of a rating unit used or inhabited by any person, other
than the ratepayer or member of the ratepayer’s household, having a
right to use or inhabit that portion by virtue of a tenancy, lease,
license or other agreement, or
Any part or parts of a rating unit that is/are used or occupied by the
ratepayer for more than one single use.

Fees and charges are used for services where there is a direct benefit to an
individual. If it is possible to efficiently charge a fee, the Council does so on the
basis of either recovering the full cost of the service, the marginal cost added by
users, or a rate that the market will pay. The market rate becomes an issue to
limit the potential for charging, and applies to circumstances where the Council
believes that a charge set too high will reduce use and therefore diminish the
value of the facility to the community, such as library book rental fees.

UAGC lever
Council legitimately utilises the UAGC as a lever to reduce spikes on properties by
redistributing a proportion of rates to all ratepayers. This UAGC lever is available
for future valuation spikes or changes resulting from large policy reviews.

For the purposes of this Revenue & Financing Policy, user fees and charges
include infringement fees and fines. These include penalties for late payment of
rates, traffic and litter infringements, and fines for dog prosecution and noise
control.

When Council decides to increase or decrease the UAGC to reduce significant
spikes in rates incidence it will review the activities currently in the UAGC and the
differentiated general rate on capital value and decide on the most appropriate
activity to transfer. This transfer may also occur if, as a result of it’s total funding
requirements, it would breach the UAGC cap of 30%. This process will occur as
part of the LTP and Annual Plan rates setting and modelling each year.

Grants & subsidies

•

•

Targeted rates
Targeted rates are used when the Council considers that transparency is
important or where the location or method of rating makes the use of a targeted
rate more appropriate, more equitable or more transparent. Examples are rates
for water and wastewater, whereby only those properties which are connected –
or could be connected – are levied these targeted rates. Another example is the
roading rate or the district plan rate, where all properties are levied (the same as
the general rate), but the revenue collected is ring-fenced in a special reserve and
can only be used for their specific purpose.

Commercial revenues
These are a highly preferred source of revenue because it is not a burden on
ratepayers. It includes dividends, capital distributions, interest earned, sale of
goods or services, lease revenue and logging sales. This type of revenue is
evident where an activity is commercially viable, fully self-funding and/or
generating its own revenue streams.

Most grants and subsidies are sourced primarily from central government are
typically related to specific activities. The main source of these subsidies are
from the New Zealand Transport Authority (Waka Kotahi) to subsidise the
maintenance, renewal and upgrading of local roads and bridges.
The Council has also been the recipient of significant funds from central
government for our earthquake rebuild projects, COVID-19 stimulus packages,
and from the Provincial Growth Fund for the Wakatu Quay project.
Other grants include government grants for family violence and youth
coordination, funding for responsible camping initiatives, creative arts and
sporting grants.

Special funds & reserves
The Council has several activities funded by targeted rates, which means the
rates collected are ringfenced and can only be spent on the activity the rate is
collected for. As an example, the roading rate can only be used to fund the
roading activity – any unspent surpluses cannot be used to fund another activity
such as water. Also, as an example, the Council may receive a grant to employ a
family violence coordinator. That grant is set aside in a special fund, and the
costs of the family violence coordinator are tracked against the grant. Special
funds and reserves may accumulate, and as long as they are used for their
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specific purpose, it is appropriate to utilise these funds rather than draw on
additional funds, especially if that is to come from rates.

about these contributions is contained in the Council’s Development
Contributions Policy.

Loans

Note that development contributions, although intended to fund capital
expenditure, can also be applied to loan principal and interest expense, where
the loan has been raised to undertake capital works for which a development
contribution has been calculated.

Loans are very appropriate when they are used to fund capital projects,
particularly where the asset being upgraded or renewed has a useful life of
twenty years or more. The Council also considers that loans may be used to fund
operating expenses in certain circumstances, and only where specifically stated
by the Council in the Annual Plan for that year. Examples of those specific
circumstances would be:
•
•

•
•

to fund the operating component of capital projects, such as
demolition costs
to smooth the rates impact where significant costs are incurred in a
pattern of peaks and troughs, such as completing a backlog of
maintenance in one or two years
to ease the financial burden on ratepayers following a significant
economic event (such as a natural disaster or pandemic)
to smooth the rates impact where a project is ongoing, but the actual
timing of costs is difficult to predict

Development contributions
Under the Local Government Act the Council has the powers to require a
contribution from developers to ensure that a fair proportion of the cost of
infrastructure needed to serve growth is funded by those who cause the need for
that infrastructure (i.e. the developments leading to growth). More information
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Proceeds from asset sales
Proceeds from asset sales will be used for the repayment of debt or the
acquisition of new assets. From time to time, and only by Council resolution,
proceeds from sale of assets may be used to offset the rates requirement.

Part Three: Revenue & Financing Policy

Significant activity

Community Outcome
this activity
contributes to

Who benefits from this activity

Period over which
benefits occur

Extent of identifiable groups or individuals
contributing to costs

Road users – includes residents of the
district, visitors to the district, and
freight and passenger vehicles moving
through the district.

Now and into the
future over the life of
the assets

Development places extra demands on the
existing infrastructure, as does heavier traffic
resulting from land use such as forestry and
dairying.

Footpaths are predominantly in the
township, so urban properties have the
greatest benefit, but all residents come
to town with benefit accruing according
to proximity to the township.

Now and into the
future over the life of
the assets

Development places demands to extend
infrastructure, as does increased visitors and
expectations for improved access using
sustainable transport.

Community as a whole, properties in the
urban area have the greatest benefit,
then semi-rural, then rural properties

Now and into the
future over the life of
the assets

Development places demands to extend
infrastructure.

The communities that are supplied with
water are the beneficiaries.

Now and into the
future over the life of
the assets

Existing property owners/residents including
businesses and industrial premises within the
supply areas

Roading
Roads & bridges

• Development
• Services
• Future

.
Footpaths & cycleways

• Services

Streetlights

• Environment

Water supplies
Water supplies
This activity is involved with
the efficient provision of
drinking water as well as
water for stock or irrigation,
and water for firefighting.

•
•
•
•

Development
Services
Future
Environment

The entire community benefits through
reducing health risks and having
protection in the case of fire. In
particular, providing this protection to
maintain access to public services such
as hospitals, schools, police, ambulance
etc.

Developers – for subdivisions and new
developments within the supplied areas.
Exacerbators – excessive users of potable water
for non-essential needs
Firefighting services require hydrants and
adequate pressure and supply
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Costs & benefits of funding from
other sources

Rationale

Operational funding sources

Capital funding sources

NZTA subsidies are available for the majority of roading
work.

NZTA subsidy (51%)

NZTA subsidy

The current level of subsidy is 51% for operational and
capital works, subject to the NZTA approved
programme.

Targeted rate based on capital
value without differential

Targeted rate based on capital
value

Overheads, loan servicing costs and some roading works
are not eligible for subsidy.

Petrol tax levies

Loans and development
contributions

Footpath maintenance is eligible for an NZTA subsidy at
51%, but no other costs are eligible for funding.

NZTA subsidy (51%)

Streetlight maintenance and electricity costs are eligible
for subsidy at 51%

NZTA subsidy (51%)

Users benefit directly from the supply of safe potable
water (or stock water as appropriate) and hence are
rated directly for the cost of providing the water supply.

Targeted rates for all SUIPs
connected, and/or within 100
metres of any part of the supply(s).

Roading
User fees are not practical.
Fuel taxes and road user charges are
collected by the government and
these are allocated to Council by a
subsidy through the NZTA

User fees are not practical. Partial
subsidies are available for operating
and capital work. Loans and
development contributions are
appropriate for capital work.

User fees

Targeted rate based on capital value with a differential for urban, semirural and rural areas.
Targeted rate based on capital value with a differential for urban, semirural and rural areas.

Water supplies
Meters provide information about
actual water consumed, and for users
to be invoiced accordingly, but meters
are expensive to install and maintain.
A Kaikōura Water Cohort has been
established, consisting of Kaikōura
Urban, Suburban, Ocean Ridge, Peketa
and Oaro water supplies. This means
the cost of operating these supplies is
shared across the consumers of the
Cohort group.
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The Kaikōura Water Cohort effectively provides funding
support for small supplies (particularly Oaro and Peketa)
so that they can progress with upgrades to treatment
and storage, etc, that would otherwise be completely
unaffordable if those supplies were required to fund
those projects on their own. From time to time the
Council may consider other supplies entering the Cohort
or for the Cohort to partially subsidise other water
supplies within the District.

Water meter charges for
extraordinary consumption
(volumetric charges)
Targeted rates per unit of water
(by installed restrictors): East
Coast, Kincaid Fernleigh and
Suburban supplies
User fees

Grants and subsidies are used
where possible
Water reserves will be used where
funds have accumulated (restricted
to the reserves for each supply as
appropriate).
Service level upgrades and capacity
increases funded by loan and
development contributions

Part Three: Revenue & Financing Policy

Significant activity

Community Outcome
this activity
contributes to

Who benefits from this activity

Period over which
benefits occur

Extent of identifiable groups or individuals
contributing to costs

Consumers connected to (or able to be
connected to) the Kaikōura sewerage
system, both on a per property and a
per pan basis benefit from the removal
of sewerage from their property.

Now and into the
future over the life of
the assets

The wider community.

Wastewater
Wastewater
This activity comprises the
collection and
transportation of
wastewater from its sources
(commercial premises and
residences) to its point of
treatment. Treatment and
disposal of sewage for
commercial and domestic
users.

•
•
•
•

Development
Services
Future
Environment

Those properties/ residents connected.
Industries and commercial businesses,
restaurants and fast-food outlets.
The existing property owners/residents including
commercial business and industries within the
service areas.

Public health of the community,
convenience of individual property
owners and the users of coastal waters.

Developers – new subdivisions and
developments within the serviced area generally
create a need for increased wastewater disposal.
Iwi & Environmental interest groups.
Discharges to freshwater catchments are
important considerations.

Stormwater
Stormwater
This activity protects
people, dwellings, private
property and public areas
from flooding by removing
stormwater.
Discharge stormwater and
collect contaminants in a
manner that protects the
environment and public
health

•
•
•
•

Development
Services
Future
Environment

There is a mix of community public good
and identifiable parts of the community
benefiting. The wider community
benefits from having public roads, open
spaces, public services such as hospitals,
schools, police, fire department etc.
accessible and available through being
protected from flooding.

Now and into the
future over the life of
the assets

Development places demands to extend or
increase the capacity of existing infrastructure.
Exacerbators – excessive users of water for nonessential needs, such as excessive boat-washing,
lawn watering, etc, cause overflow to
stormwater.

The wider community also benefits by
protecting the environment from
contaminants entering the waterways,
including rivers and beaches.
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Costs & benefits of funding from
other sources

Rationale

Operational funding sources

Capital funding sources

Users benefit directly from the hygienic collection,
treatment and disposal of wastewater, and hence are
rated directly for the cost of providing the wastewater
system.

Targeted rate:

Grants and subsidies are used
where possible

Wastewater
User fees are not practical (although
minor fees are charged for service
approvals)
An option is to align wastewater
discharge to actual water consumption
(e.g. by water meter) but meters are
costly to install and maintain.
Loans and development contributions
are appropriate for capex.
Grants are applied for wherever
possible.

The wider community benefits from wastewater being
safely contained, however this is not considered
sufficiently material to warrant a general rates
component in the funding.
Visitor accommodation providers such as motels
provide bathrooms per motel unit, so there is a higher
concentration of wastewater than would be on a per
property basis.

All rateable property within the
area serviced by the wastewater
system, and/or within 100 metres
of any part of the system.
Commercial and self-contained &
serviced: per SUIP with a
differential for each additional
water closet or urinal.
Households will not be treated as
having more than one water closet
or urinal.

Wastewater reserves will be used
where funds have accumulated
Service level upgrades and capacity
increases funded by loan and
development contributions.

Other commercial properties, such as bars, restaurants,
offices and service stations, have a relatively low
number of toilets/pans, but very high usage – much
higher than an average household.
Stormwater
User fees are not practical.
Loans and development contributions
are appropriate for capex.
Special reserves are held to fund
capital renewal projects.
Grants are applied for wherever
possible.
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All properties within the urban area benefit from
stormwater protecting private property and public or
commercial areas from flooding.

Targeted rate based on capital
value, applied to all rateable
properties within the urban area
(including Kaikōura township,
South Bay and Ocean Ridge).

Grants and subsidies are used
where possible.
Stormwater reserves will be used
where funds have accumulated.
Service level upgrades and capacity
increases funded by loan and
development contributions.

Part Three: Revenue & Financing Policy

Significant activity

Community Outcome
this activity
contributes to

Who benefits from this activity

Period over which
benefits occur

Extent of identifiable groups or individuals
contributing to costs

The entire community (commercial,
residential and all rural and semi-rural)
benefits from having a landfill for the
safe and efficient disposal of solid waste

Now and into the
future over the life of
the landfill

Producers and consumers create the need.
Waste disposer creates the need to dispose of
solid waste safely and to reduce waste.

Individual households who receive the
pickup service benefit. The whole
community benefits with the protection
of public health. There is a mix of
community public good and identifiable
parts of the community benefiting
through reducing health risks.

Now and into the
future

Waste disposer creates the need to dispose of
safely and to reduce waste.

Residents and visitors can deposit their
sundry litter (ice-cream wrappers, soda
cans and other minor items) into bins
that are conveniently located and
regularly emptied/cleaned.

Immediate and shortterm

Refuse & recycling
Landfill (and future transfer
station)

Kerbside refuse and/or
recycling collection, sorting
and disposal

Public rubbish bins &
recycling stations, including
street litter pickups

• Community
• Services
• Environment

• Services
• Environment

• Services
• Environment

Properties within the serviced (collection) area
benefit from their waste and recycling being
picked up from their kerbside. Properties outside
that serviced area have access to the community
pickup sites to leave their recycling for collection.
This is a lower level of service that is reflected in
the rates they pay.

Producers and consumers create the need.
Visitors are among the main users of public
rubbish bins.

The whole community benefits from the
availability of these bins, it provides for
litter to be collected and disposed of
rather than dropped in public spaces.

75 | P a g e

Kaikōura District Council | DRAFT Long-Term Plan 2021-2031

Costs & benefits of funding from
other sources

Rationale

Operational funding sources

Capital funding sources

Landfill charges are collected by
Innovative Waste, the landfill
operator.

As the landfill is of benefit across the community the
management fee paid to the Innovative Waste to
manage the landfill operation is rated for within the
Uniform Annual General Charge

Funded from General Rates (UAGC)
on a uniform charge basis per SUIP.

Grants and subsidies are used
where possible.

User fees & charges will be sought
wherever this is practical to do so.

Capital upgrades and ultimate cell
capping will be funded by loan.

All properties within the area where
the kerbside refuse service is provided,
will be charged.

Residents benefit directly from the removal of refuse
and recycling, and hence are charged a fee for the cost
of providing the kerbside service.

Grants & subsidies will be used
where possible.

The use of bag (or wheelie bin) to
dispose of the refuse or the recyclable
material will be charged per use

Not all households dispose of the same amount of
waste. A per household charge would result in
environmentally conscious households subsidising
households that don’t attempt to reduce their waste.
To incentivise reducing and recycling, there should be a
high user pays component to rubbish collection.

User fee per disposal. It is
proposed that user pays will fund
at least 2/3rds of the cost of the
collection, sorting and disposal of
solid waste.

Refuse & recycling

Users benefit directly from the removal of refuse and
hence are charged a fee for the collection of their solid
waste as and when the service is used.
User fees (such as coin-operated bins)
are cost-prohibitive and disincentivise
people from using them, which may in
turn result in litter being irresponsibly
dropped.
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There is no viable option for user pays, but visitors pay
indirectly if some of the cost is funded by the
commercial rate.
In addition, many commercial properties create the
waste that is being disposed of in these public bins (such
as ice-cream wrappers, cans, etc).

Residual (net cost) funded by
targeted rate applied to every
rateable property within the
service collection area, and a
targeted rate on all property
outside the serviced area, both on
a uniform basis per SUIP
Approximately half the cost of this
service is funded by the public
rubbish bin charge, which is a
uniform dollar amount applying to
all properties that meet the
definition of commercial. The
balance is funded by general rate
(UAGC).

Loans may be considered for
building or site improvements.
Plant & equipment capital is raised
by the operator (IWK).

New bins and other
plant/equipment may be funded by
grants & subsidies, reserves, MfE
levies, loans, or rates.

Part Three: Revenue & Financing Policy

Significant activity

Community Outcome
this activity
contributes to

Who benefits from this activity

Period over which
benefits occur

Extent of identifiable groups or individuals
contributing to costs

Facilities
Community Halls (Memorial
Hall, Scout Hall etc)

Housing for the elderly, and
other residential housing

Swimming Pool

•
•
•
•

Services
Development
Future
Environment

Widespread community benefit from
the use of the hall for various
community and private functions and
events

Now and into the
future over the life of
the assets

Community residents

•
•
•
•

Services
Development
Future
Environment

Tenants who meet policy requirements.

Now and into the
future over the life of
the assets

Low-income elderly, and other social housing
needs

•
•
•
•

Services
Development
Future
Environment

The pool will offer active aquatic
recreation to all residents and visitors.
Its offers fun, education and social
interaction. The elderly and people with
mobility issues will benefit from low
impact exercise. This will lead to health
benefits for all residents.

Now and into the
future over the life of
the assets

All pool users, residents and visitors seeking
sport and recreation.

Indefinitely

All residents and visitors

The whole community will benefit from
the pool for recreational use, learn to
swim and sporting events.
Parks & reserves, walkways,
and playgrounds

•
•
•
•

Services
Development
Future
Environment

Whole community will benefit from the
use of parks and reserves
Some mobile shops have established
their businesses on open spaces such as
coastal reserves.
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Costs & benefits of funding from
other sources

Rationale

Operational funding sources

Capital funding sources

Hall hires but this would be
unaffordable for users if expectations
were to cover all costs.

Hall hire fees are what is deemed affordable for the
community and are often waived for charitable events.
The operating costs of public halls far exceeds the
revenue from hall hires, and so the residual costs are
funded from general rate on a uniform basis.

User fees

Loans

General rates
(UAGC)

Grants & subsidies

Housing for the elderly is and other
residential housing is intended to be
fully self-funding.

Rent is an efficient way to recover costs because the
users are easily identifiable. There are legal restrictions
around rent increases.

User fees

Loans
User fees

Swimming pools do not generate
sufficient revenue to cover costs,
particularly if the community expects
the pool to be covered and enclosed,
as this incurs significant costs in airconditioning and dehumidification
expenses, plus ongoing maintenance
of the structures. The whole
community will need to help meet the
operating cost for the pool.

The pool is operated and managed by a Trust and the
Council has agreed to fund operating costs and capital
costs, capped at $70k per annum.

General Rates through the UAGC
on a uniform basis

Not applicable funded by Trust. The
Council has contributed $1m in
capital funding as a grant for the
initial construction phase.

User fees are only an option where
reserves are leased.

The provision of active and passive parks and open
spaces create network, community, and recreational
opportunities, as well as cultural, landscape and
ecological protection and enhancements.

User fees (leases or licences to
occupy) are appropriate for clubs,
mobile shops, etc.

Grants will be sought wherever
possible.

Residual costs funded by General
Rates through the UAGC on a
uniform basis

Loans if major upgrades

Facilities

These are public amenities with
unrestricted use, and therefore the
only practical way to fund their
maintenance, mowing etc, is by way of
rates.
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Residual costs funded by General
rate based on capital value, with
differential for rural and semi-rural

General rates (UAGC)

Development contributions

Part Three: Revenue & Financing Policy

Significant activity

Community Outcome
this activity
contributes to

Who benefits from this activity

Period over which
benefits occur

Extent of identifiable groups or individuals
contributing to costs

Wide community use

Now and in the
foreseeable future

Deceased residents

Sports clubs receive a direct benefit, and
the wider community enjoys access to
fitness activities, sporting events and the
social interactions that sports (and
sports clubs) offer.

Now and in the
foreseeable future

Sports clubs may demand certain facilities to be
provided, and to certain standards to enable
their sporting code to be of good quality for
members

The whole community benefits from
having hygienic facilities for people to
use (the alternative is abhorrent).

Now and in the
foreseeable future

Community, commercial businesses and visitors

Kaikōura’s town centre and the town’s
original retail hub, the West End
includes the carpark and village green.
All residents and visitors use the area,
and many commercial businesses are
based here.

Now and in the
foreseeable future

Community, commercial businesses and visitors

Facilities
Cemetery
Maintenance of the land,
burial service and recordkeeping and enquiries

Sports fields
(Takahanga Domain and
South Bay Domain)

Public Toilets

West End

• Services
• Future
• Development

• Services
• Future
• Development

• Services
• Future
• Development

• Services
• Future
• Development
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Costs & benefits of funding from
other sources

Rationale

Operational funding sources

Capital funding sources

Burial fees cover the cost of interment,
but the whole community covers the
cost of mowing, maintenance, and the
enquiry service for death records. The
Council receives a small annual grant
from the Retired Services Association
to cover the cost of mowing the RSA
plot area.

The provision of a cemetery benefits the whole
community now and into the future, enabling a quiet
space to reflect and pay their respects to those who
have passed.

Burial fees and plot reservation
fees

Loans

Sports clubs are the main users of
sports fields, however there is largely
unrestricted access to

Sports clubs are usually not for profit organisations or
casual groups, and so are unlikely to afford market
leases

Lease Fees

Loans

Residual costs funded by General
Rates through the UAGC on a
uniform basis

Reserves for minor renewals

Provision of public toilets for visitors,
residents and businesses.

While public toilets are generally perceived to be
primarily for visitors (and not ratepayers), these
facilities are available for all residents to use when they
are out and about.

70% General rate based on capital
value, with differential for rural
and semi-rural

Loans

User fees are the most preferred funding tool.

User fees

Loans

Targeted rates applied to urban, rural and semi-rural
properties has been selected, because the proximity to
the township is assumed to roughly align with how
residents use the town centre. This rate will fund the
residual (net cost).

Town centre rate, based on capital
value with a differential applied to
urban, rural and semi-rural
properties

Town Centre rate

Facilities

Revenues are available from users
(lease revenue, licences to occupy for
outdoor dining and retail display, and
carpark fees are collected by way of
Pay & Display machines)
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Reserves for minor renewals

RSA grants
Residual costs funded through
general rates (UAGC on a uniform
basis)

Special funds if available

30% Commercial rate based on
capital value

Reserves for minor renewals

Part Three: Revenue & Financing Policy

Significant activity

Community Outcome
this activity
contributes to

Who benefits from this activity

Period over which
benefits occur

Extent of identifiable groups or individuals
contributing to costs

Operators and users of the airport
benefit directly.

Maintenance
annually, capital
work over the life of
the asset

The commercial users (including the Aero Club)
benefit the most from the provision of airport
facilities, along with passing aviators

Now and into the
foreseeable future

Commercial operators have the most need for
this activity, the greatest demand on the level of
service, and the greatest impact on wear and
tear of the facilities.

Facilities
Airport

Harbour activities

• Services
• Future
• Development

• Services
• Future
• Development

The whole community benefits from
there being good quality economic
activity generating from the airport
itself.
Commercial fishermen and fishing
charter operators and ecotourism
marine operators benefit directly from
using the facility.
Itinerant and community-based
recreational boat users and fishermen
enjoy direct benefits

Use of the facilities by recreational boat owners
is trending upwards, and the South Bay harbour
is reaching capacity in the summer holiday peak
period.

The Coastguard is also based at the
South Bay harbour facility, although they
maintain their own slipway, etc.

Civic Centre

• Services
• Future

This building houses the museum,
library, Environment Canterbury and
District Council. It is the cultural,
educational, and governance hub of the
District and is widely used by the whole
community and visitors.

Now and into the
future

It is appropriate that the tenants of the building
pay a lease to cover the cost of building
ownership, maintenance and cleaning, etc.
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Costs & benefits of funding from
other sources

Rationale

Operational funding sources

Capital funding sources

The activity should be self-funding, if
there are shortfalls from leases and
landing fees then the general rate
would be the last option.

Users benefit directly from the use of the airport.
Itinerant users and operators pay for the use of the
runway through landing fees. The operators are
predominantly commercial (including the Aero Club). It
makes sense, therefore, that their commercial
operations are not subsidised by ratepayers.

User fees should ideally fund the
entire cost of airport operations.

Minor renewal from the airport
reserve

Any residual cost will need to be
funded by general rate based on
capital value.

Loans for major upgrades

While there is a reasonable amount
received in user fees (slipway fees,
boat parking fees, leases, and seawall
licences), this still falls well short of the
cost of providing, maintaining, and
upgrading the harbour facilities.

Commercial operators benefit directly from the use of
the harbour, and the harbour facilities are essential for
them to conduct their business. To be transparent,
separate funding streams are thought appropriate.

User fees

The Council is signalling a move to
achieve more user pays funding over
time.

The whole community benefits from having access for
recreational boating, fishing, etc.

Because most of the tenants are
community organisations the lease
that they pay is less than the annual
costs for the building.

The Civic Centre is of high community value and
community interest; therefore it is appropriate (for
transparency) that the net costs (after lease revenues) is
funded by a targeted rate.

Facilities
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Commercial businesses generally, benefit from the fact
that our marine-based tourism activity is at the heart of
our local economy and attracts visitors to the district.

Commercial revenue

Major capital expenditure is
funded by loan

Commercial Rate to commercial
property based on capital value

Grants and subsidies are used
where applicable

Harbour rate based on capital
value with a differential applied to
urban, semi-rural and rural
properties

User fees should be set at a level
that also covers renewal expenses
although this may take some time
to reach this level of cost share.

Commercial revenue

Loans

Targeted rate applied to the whole
district on a uniform basis per SUIP

User fees

Recreational users have a direct benefit from using the
harbour, and this is assumed to roughly align with
proximity to the harbour.

Targeted rate applied to the whole
district on a uniform basis per SUIP

Part Three: Revenue & Financing Policy

Significant activity

Community Outcome
this activity
contributes to

Who benefits from this activity

Period over which
benefits occur

Extent of identifiable groups or individuals
contributing to costs

Lessees/tenants benefit from direct use,
but often the affordability of the lessees
which are non-profit community
organisations cannot fund the full
operational costs. Community
organisations serve widespread
community groups.

Annually

Wide community use and lessee use

Widespread community benefit.
Logging revenues are used to offset
rates, generate funds for other
developments, or to reinvest in
investment activities.

Annually

None

Whole community and tourists will
benefit once constructed. Any
commercial operations will benefit
directly once construction finalised.
Ratepayers will benefit from any return
on leased property.

Now and for the
foreseeable life of
the asset

To be determined once constructed

Facilities
Other buildings and
property

• Services

Commercial activities
Forestry

• Environment
• Services

Wakatu Quay
(PGF project)

• Future
• Development

83 | P a g e

Kaikōura District Council | DRAFT Long-Term Plan 2021-2031

Costs & benefits of funding from
other sources

Rationale

Operational funding sources

Capital funding sources

Lessee pay a fee but if the use is for a community or
civic purpose the fill operational cost may be recovered
from general rates.

Lease fees

Loans for major upgrades

General rate based on capital
value, with differential for rural
and semi-rural

Grants & subsidies

Forestry revenues in harvesting times
generate surpluses. When the forest is
replanted there is a cost to be borne
for this investment. The overall cash
flow over the life of the investment is
cash positive. This distribution has
been used to offset other operational
costs for the ratepayer.

Distribution in times of profit but operational costs
funded from the general rate at replanting times.

Commercial revenue (capital distributions and logging sales)

Currently construction is funded
through provincial growth fund grant.
Extremal investments may be
leveraged as the project progresses.

Widespread community benefit

Facilities
Most of the Councils buildings and
properties are community facilities e.g.
Community Opshop, and the
Esplanade building. These buildings
are maintained and owned for civic or
community purposes, and do not yield
market value leases.

Commercial activities
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Special funds & reserves
General rate based on capital value, with differential for rural and semirural

Commercial revenue

Grants & subsidies

User fees

Loans

General rate based on capital
value, with differential for rural
and semi-rural

Part Three: Revenue & Financing Policy

Significant activity

Community Outcome
this activity
contributes to

Who benefits from this activity

Period over which
benefits occur

Extent of identifiable groups or individuals
contributing to costs

Leadership & governance
Mayor & Council

Chief executive’s office

Communications

Support services (customer
services, corporate &
financial services, works &
services, GIS/mapping, IT
services, vehicles & plant)

•
•
•
•

Community
Environment
Future
Development

Widespread community benefit.

Annually

Of widespread community benefit

•
•
•
•
•

Community
Environment
Future
Development
Community

Widespread community benefit

Annually

Of widespread community benefit

Widespread community benefit

Annual

Stakeholders and focus community groups that
we engage with, etc

Widespread community benefit

Annually

None

Consent applicants benefit directly.
Public good benefit for assuring
subdivisions and land use is granted in
accordance with RMA legislation and
District Plan rules.

Over the life of their
development to the
individual, annually
to the community

Resource consents application costs are fully
funded by the applicant

• Community
• Future
• Development

Building & regulatory
Statutory planning

•
•
•
•

Services
Environment
Future
Development

The whole community benefits from the
district being developed in a planned
and orderly manner in harmony with the
environment and community aspirations
and values.
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Costs & benefits of funding from
other sources

Rationale

Operational funding sources

Capital funding sources

User fees and charges are not
appropriate. Election expenses are
subsidised by the district health board
and Environment Canterbury.

The leadership, strategic direction and decision making
accrues to all residents of the Kaikōura district on an
equal basis.

Funded through the general rate
(UAGC) on a uniform basis per SUIP

None

User fees and charges are not
appropriate.

The leadership, strategic direction and decision making
accrues to all residents of the Kaikōura district

Funded through the General Rate
based on capital value with a
differential for rural & semi-rural

None

User fees are not appropriate

We communicate and engage with the whole
community

Funded through the General Rate
based on capital value with a
differential for rural & semi-rural

None

Overhead allocations are used to
distribute the net costs of Support
Services over the activities supported

The support operations are of benefit across the district
and to all activities.

Overheads allocated across all
relevant activities

Grants & subsidies

Leadership & governance

Loans
Overheads

Building & regulatory
User fees & charges are appropriate
for consent applications
Residual costs for public good
recovered from the general rate.
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The resource consents, LIMS and PIMS are for the direct
benefit for specific applicants

User Fees
General rate based on capital
value, with differential for rural
and semi-rural

None

Part Three: Revenue & Financing Policy
Significant activity

Community Outcome
this activity
contributes to

Who benefits from this activity

Period over which
benefits occur

Extent of identifiable groups or individuals
contributing to costs

Applicants for building work benefit
directly. Public good benefit for assuring
building works carried out in accordance
with legislation and building regulations.

Over the life of their
building to the
individual, annually
to the community

Building consents costs are fully funded by the
applicant

The whole community benefits from
parking behaviours being enforced, and
commercial premises benefit through
parking being available for their
customers to use. Carpark users benefit
directly by having spaces to park so they
can access shops, etc.

Annually to the
community,
immediately to
individuals

The commercial sector (retail shops, food
premises, etc) benefit the most from provision of
car parks and traffic control.

The community benefits through
reduced danger, reduced distress,
reduced nuisance to the community
generally, and education.

Now and into the
future

Dog owners create the need for these activities
(both registered and unregistered) as work
volume is directly proportional to the number of
dog owners and/or number of dogs

The community benefits though
effective management and control of
wandering stock.

Now and into the
future

Farmers and livestock owners create the need for
this activity, as work volume is directly
proportional to the number of livestock owners
and/or number of livestock.

Building & regulatory
Building control

•
•
•
•

Services
Environment
Future
Development

Traffic control

• Services

Dog control

• Services

Stock control

• Services
• Environment
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Costs & benefits of funding from
other sources

Rationale

Operational funding sources

Capital funding sources

The building consents are for the direct benefit for
specific applicants

User Fees

None

User fees (including infringement fees) are the most
preferred source of revenue, with commercial premises
funding around half of the net cost, and general rates
funding any residual cost.

Users Fees

There is an expectation that dog control officers are
available 24/7 to respond to dog attacks, barking
nuisance, and wandering dogs. This comes at a cost and
the dog registration fees are not adequate to meet the
full cost of this service.

User fees

Building & regulatory
User fees & charges are appropriate
for consent applications
Residual costs for public good
recovered from the general rate
Infringement fees, car parking fees are
appropriate for this activity.
Residual costs for public good
recovered from the general rate with a
split between residential and
commercial users based on the extent
of benefit received.
Dog registration fees fund a portion of
the dog control activity, and cost
recoveries or fines cover costs where
corrective actions are required.

General rate based on capital
value, with differential for rural
and semi-rural
Commercial rate based on capital
value
General rate based on capital value
with a differential for rural and
semi-rural areas

Plant & equipment such as pay &
display machines may be funded by
loan, commercial rate, overheads
and/or special funds

General rate based on capital
value, with differential for rural
and semi-rural

Plant & equipment such as dog
pound may be funded by loan,
commercial rate, overheads and/or
special funds

User fees

None

There is a strong public-good component to dog control,
in that non-dog owners benefit in that the nuisance of
dogs wandering, barking, etc is responded to and
enforced.
Infringement fees and user fees are
available where the livestock owner
can be identified (in the incidence of
wandering stock).
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This activity primarily occurs outside of the urban area,
as this is where livestock is predominantly kept.

Targeted rate based on capital
value, applied to properties in the
rural and semi-rural areas

Part Three: Revenue & Financing Policy
Significant activity

Community Outcome
this activity
contributes to

Who benefits from this activity

Period over which
benefits occur

Extent of identifiable groups or individuals
contributing to costs

Registered premises benefit mainly from
this activity.

Now and into the
future

Registered premises create the need for this
activity

Ambassadorial and education services of
benefit to the community in promoting
the area and to visitors. Enforcement of
non-complying campers protects the
environment and is of benefit to the
community.

Now and into the
future

Freedom campers create the need for this
activity, as they choose to stay in areas that are
largely unsupervised, un-serviced and
uncontrolled.

This activity includes a myriad of
regulatory functions which are of benefit
to the applicants (residential and
commercial) can be assured that
buildings and facilities meet statutory
requirements

Now and into the
future

Residential and commercial ratepayers and users
of facilities

Building & regulatory
Liquor licensing, food
premises and environmental
health

• Services
• Future

Public good associated with reducing the
social harm from alcohol consumption
and ensuring that food premises have
safe and hygienic food-handling
processes.
Responsible (freedom)
camping

Other regulatory TA
activities (BWOF’s,
swimming pool inspections,
etc)

•
•
•
•

Community
Environment
Future
Development

• Services
•
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Costs & benefits of funding from
other sources

Rationale

Operational funding sources

Capital funding sources

User fees are the preferred source of funds, with a
targeted rate applying to registered premises to meet
most of the funding shortfall.

User fees

None

Building & regulatory
Many user fees are set by legislation,
and for these there is no opportunity
to increase fees or source alternate
funds.

A general rate component is appropriate for a portion of
the cost, in recognition that the wider community
benefits from the safe and responsible sale of food and
alcohol.

Targeted rate applied on a uniform
basis to registered premises per
licence
Residual costs funded by general
rate (UAGC)

Currently the services are funded by
grants from central government (the
Tourism Infrastructure Fund), with the
residual component from general rates

Infringement fees are appropriate for those not
complying with bylaw

Infringement fees

Grants will be applied for wherever these are available

General rate based on capital
value, with differential for rural
and semi-rural

Community benefits that buildings and
facilities are of appropriate standard is
funded from general rates.

Appropriate to fund general good benefits (safety) from
general rate

Direct beneficiaries fund costs that
they create.

Commercial rate for individual or applicants that benefit
directly.

Infringement fees for owners who do
not comply
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Local authorities are required by law to provide areas
for responsible camping without charge, so user fees are
not an option

Infringements fees for property owners of noncompliant buildings and facilities.

None

Grants & subsidies

Fees and charges, with the net cost
funded by General rate based on
capital value, with differential for
rural and semi-rural, and
Commercial rate also based on
capital value

None

Part Three: Revenue & Financing Policy
Significant activity

Community Outcome
this activity
contributes to

Who benefits from this activity

Period over which
benefits occur

Extent of identifiable groups or individuals
contributing to costs

The ability to prepare for, respond to,
and recover from an emergency event is
entirely a benefit to the whole
community.

Now and into the
future

The whole community, people and property,
create the need for this activity

Widespread community benefit.

Now and into the
future

None

Library users benefit directly from this
service.

Now and into the
future

Library users create the need for this activity.

The community groups (e.g. youth) and
individuals supported receive a direct
benefit, and there is a widespread
community benefit through social
wellbeing

Now and into the
future

The extent to which support is required from
these community groups and individuals has a
direct impact on the level of service provided

Grant recipients benefit directly.

Immediate and
annually

Not-for-profit groups, clubs and individuals
create the need for grants distribution.

Community & customer services
Emergency management

• Future

Community development

• Community

Library services

• Community

Widespread community benefit for
literacy, education, and community
services.
Social services (Family
Violence, Youth Support,
etc)

Community grants and
events

• Community
• Future

• Community
• Future

Widespread community benefit,
including to commercial businesses who
benefit from visitors attracted to these
events

There is a socio-economic need for community
events
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Costs & benefits of funding from
other sources

Rationale

Operational funding sources

Subsidies are available from time to
time, for limited resources such as
radios or specific training.

Emergency management is focussed on the protection
of people (rather than property) as its top priority, and
therefore it is appropriate that every household and
business contribute to the cost on an equal basis.

Grants & subsidies

The cost of providing library resources
and activities far exceed the revenue
generated from book rentals.

Libraries are a community service; therefore it is
appropriate that the net cost of the library is funded by
rates. To mitigate the rates burden, user fees and
grants will be accessed where these are available and
appropriate

User fees

Grants and subsidies from external
sources are sought wherever possible.

Benefit across the District means it is appropriate for
funding within general rates.

Grants & subsidies where
applicable

Capital funding sources

Community & customer services
General rates on a uniform basis (UAGC)

Grants & subsidies
General rates on a uniform basis (UAGC)

None

General rate based on capital value
with differential for rural and semirural
Grants & donations subsidies are
sought wherever possible.

Widespread community benefit makes it appropriate for
general rate funding if grants and subsidies are not
available. Currently fully funded through grants and
subsidies.

Grants & subsidies

Grants & subsidies are sought
wherever possible and redistributed
through this activity.

Where feasible the activity is funded by a specific grant
or subsidy.

Grants & subsidies where
applicable

Community as a whole benefits from clubs and
voluntary organisations being adequately funded and so
it is appropriate it is funded from the general rate.

General rate based on capital
value, with differential for rural
and semi-rural

The i-site annual grant is funded from the commercial
rate because the i-site benefits the commercial sector

Commercial rate based on capital
value
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None

General rate based on capital
value, with differential for rural
and semi-rural
None

Part Three: Revenue & Financing Policy
Significant activity

Community Outcome
this activity
contributes to

Who benefits from this activity

Period over which
benefits occur

Extent of identifiable groups or individuals
contributing to costs

The whole community benefits from the
district being developed in a planned
and orderly manner in harmony with the
environment and community aspirations
and values

Now and into the
future

Developers benefit from, and also cause the
need for, district planning.

Widespread community benefit,
including to residents and visitors

Now and into the
future

Individual landowners may benefit or create the
need for this activity, where they have areas of
biodiversity interest on their land

Commercial businesses and
accommodation providers benefit from
this activity

Annually

Local businesses benefit from their product being
marketing locally and internationally, and from
the increased visitor numbers

Commercial businesses benefit from this
activity, and the whole community
benefits from growth and diversity in
business creating employment and local
economic base

Now and into the
future

Local businesses benefit from increased visitor
numbers, and individuals benefit from having
employment and higher incomes

Whole community benefits from Council
bylaws and policies, also important to
attract new residents and/or business

Life of policy or
bylaw (three to ten
years)

Community as a whole

District development
District planning

Environmental planning

•
•
•
•

Community
Environment
Future
Development

• Environment
• Future
• Development

Tourism & marketing

• Future
• Development

Economic development

• Future
• Development

Bylaws & other planning

• Development
• Environment
• Future
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Costs & benefits of funding from
other sources

Rationale

Operational funding sources

Capital funding sources

Cost recoveries are appropriate where
plan changes are initiated by
developers.

District planning is more aligned to the use of property,
and so it is appropriate that the cost be recovered by
rates without differential across every property in the
district.

Targeted rate applied to every rateable property in the district

External funding is sought wherever
possible, however grants and subsidies
are usually tagged for a specific project
rather than for planning resources

General rates funding is considered most appropriate as
the benefit aligns with property

Grants & subsidies
General rate based on capital value
with a differential for rural and
semi-rural areas

None

Grants & subsidies are sought
wherever possible

Commercial premises and accommodation providers are
the predominant beneficiaries of tourism and marketing
activity

Targeted rate applied to
commercial property based on
capital value, and/or a targeted
rate applied to smaller
accommodation properties based
on a uniform charge

None

Grants and subsidies are sought where
possible

Mainly to be funded by targeted rate for commercial
business, but individuals benefit from employment and
economic development, therefore general rate is
appropriate for wider economic benefits (generally a
60:40 split).

Commercial rate based on capital
value

None

Council bylaws and policies are developed to make rules
that protect the whole community and properties

General rate based on capital
value, with differential for rural
and semi-rural

District development

No option for user pays as this is a
Council-driven activity
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General rate based on capital value
with a differential for rural and
semi-rural areas
None

Part Three: Revenue & Financing Policy
Significant activity

Community Outcome
this activity
contributes to

Who benefits from this activity

Period over which
benefits occur

Extent of identifiable groups or individuals
contributing to costs

Widespread community benefit for
recovery and response.

Now and into the
foreseeable future

The benefit (and cost) of rebuild and recovery
accrues to all residents of the Kaikōura district.

Other activities
Earthquake Event

• Future
• Development
• Environment
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Costs & benefits of funding from
other sources

Rationale

Operational funding sources

Capital funding sources

External funds are available and will be sought in any
future events. The loan servicing costs require ongoing
funding, and the Council considers it is necessary to
build a resilience fund due to the possibility of future
events.

Grants & subsidies

Grants & subsidies

Targeted rate applied as
appropriate for each of roading,
specific water supply, sewerage
scheme and/or stormwater where
these costs are identifiable.

Insurance settlements/advances

Other activities
Central government funding is
available for welfare costs, plus a
significant portion of rebuild. Material
damage insurance and Local Authority
Protection Programme (LAPP) covers
up to 40% of the cost of damaged
water and sewer networks. NZTA
subsidies are also available for damage
to roads and bridges.
The Kaikōura District has net costs
from the 2016 earthquake and
continues to repay the loans
associated with that event.
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Targeted rate applied to all
rateable property based on capital
value (earthquake rate) to fund
loan servicing costs and other net
losses of events.
Targeted rate applied to all
rateable property on a uniform
basis (earthquake levy) to offset
the earthquake rate and to build
up a resilience fund over time.

Targeted rates
General rates

Part Three: Revenue & Financing Policy

Summary of the Significance & Engagement Policy
Policy status:

Adopted

Review due:

30 June 2024

Legal reference: Local Government Act 2002
Section 76AA, and
Schedule 10, Part 1 (11)

Objective
The purpose of this policy is to enable the Council and our communities to
identify the degree of significance attached to particular issues and provides
clarity about how and when communities can expect to be engaged in decisions
made by the Council.

Policy application
On every issue requiring a decision, and at the beginning of the decision-making
process, the Council will consider the degree of significance of the issue and the
extent, form and type of engagement required.
Generally, the more significant an issue, the greater the need for community
engagement.

Criteria for assessing significance
In considering the degree of significance of proposals and issues, the Council will
be guided by the following:
Policy and outcomes
• Potential effects on delivery of the Council’s policies and strategies
• Effects on the achievement of community outcomes
• The magnitude of benefits achieved for the community
• The magnitude of costs to the Council and/or the community
• Any impact on the Council’s capacity to undertake its responsibilities
• The extent to which the decision flows logically from a decision already
made, or from a decision made in a Long Term or Annual Plan

Communities
• The level of community interest in a proposal, decision or issue
• The extent to which the whole community, or identifiable parts of the
community, may be affected
• The extent to which community views are already known
• Any wider interest at national or international levels
Ngāi Tahu/Iwi
• The values and interests of Ngāi Tahu whānau, hapū and rūnanga, as
mana whenua for the district
• Where proposals or decisions relate to land or a body of water, the
implications for the relationships of Ngāi Tahu with these natural areas
Context and implications
• The variation between any options identified (including the ‘do nothing’
option where appropriate), or the extent to which they have different
costs, benefits, or impacts on the community or identifiable groups
• The extent to which the issue could have an adverse effect on the
environment or could have unintended adverse effects on other
community interests
• If the decision impacts a physical or community resource that is scarce,
unique, and/or under threat
• If the proposal would be irreversible
• The practical demands of efficient decision-making in situations of urgency

Procedures
Reports to the Council include an assessment of the significance of the issue, and
outline what has been done to ensure compliance with the Council’s consultative
obligations under the LGA. The reports will also identify any stakeholders or
community groups likely to be affected by, or interested in, the decision, and a
discussion on any known issues, views and preferences of the affected or
interested parties.
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Strategic Assets
The Council is required to consult with our community in respect of a proposal to
transfer ownership or control of any asset it has identified as a strategic asset.

In general, the more significant an issue, the greater the need for community
engagement. This spectrum of engagement is explained as follows:
Inform:

We will provide information about an issue or a decision that
has already been made (e.g. water restrictions, minutes of
Council meetings)

Consult:

We will ask for feedback about our services or a proposed
decision yet to be made (e.g. resident satisfaction surveys, a
public submission and hearing process for the Long Term Plan
and Annual Plan)

Involve:

We will work with you to address concerns while considering
the options for a proposal (e.g. community workshops on the
District Plan)

Collaborate:

We will look to you for advice and incorporate that advice into
proposals and decisions to the maximum extent possible (e.g.
external working groups including community expertise)

Empower:

We will implement what you decide (e.g. local body elections
and binding referendums)

The following is a list of Council-owned assets it considers to be strategic:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

The district road network as a whole
The Memorial Hall and the Scout Hall
The district library collection as a whole
South Bay harbour facilities, the North Wharf and the Old Wharf
Reserves designated under the Reserves Act
The landfill and resource recovery centre on Scarborough Street
Kaikōura Enhancement Trust
Innovative Waste Kaikōura Ltd
The district cemetery on Scarborough Street
The land designated as an airport at Peketa
Public toilet facilities
The Lions swimming pool on the Esplanade
Community sports and recreation facilities
Water, wastewater and stormwater networks as a whole
Affordable housing and housing for the elderly
The land and buildings comprising the museum, library and civic offices in
the West End

This is a summary of the Significance and Engagement Policy only. The full copy of this policy can be found on the Council’s website at the following URL address:
https://www.kaikoura.govt.nz/our-Council/plans-reports-bylaws-and-policies/
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Liability Management Policy
Policy status:

Draft

Interest rate risk management (credit exposure)

Review due:

30 June 2024

The interest rate exposure table below is the Council’s guideline for interest rate
exposure. This table does not incorporate the liabilities associated with the
Marlborough Regional Forestry joint venture, as these are managed separately by
that joint venture.

Legal reference: Local Government Act 2002
Section 102(2)(b) and 104

Objective
The Council’s treasury liabilities are managed prudently and effectively.
Current Liabilities
Current Liabilities are those liabilities that will be repaid within 12 months, and
include accounts payable, borrowings due to mature within 12 months, and other
short-term liabilities. For the purposes of this section of the policy, the current
portion of borrowings do not apply, these are to be considered as term liabilities.
Accounts payable are to be paid in full by the due date wherever possible. Those
current liabilities that incur a late payment penalty are to be paid in full by the
due date in all cases.
Term Liabilities
Term Liabilities are those liabilities which are for a term exceeding 12 months,
and include Council borrowings, and liabilities associated with the Marlborough
Regional Forestry joint venture.

Instruments or methods to raise debt
The following funding instruments and methods may be used by Council to raise
external debt:
a)
b)
c)
d)
e)

Committed bank facilities.
Uncommitted bank facilities.
Local Authority Bonds.
Medium Term Notes.
Instruments and facilities made available by the Local Government
Funding Agency (LGFA) from time to time.

0 to 2 years
2 to 4 years
4 to 10 years

Fixed rate hedging banks
Minimum fixed rate
40%
20%
0%

Maximum fixed rate
100%
80%
60%

Authorised Interest Rate Risk Management Instruments
Council may use the following interest rate risk management instruments to
manage externally sourced debt:
a)
b)
c)
d)
e)
f)

Interest rate swaps
Forward rate agreements
Interest rate options
Swaptions (options on swaps)
Fixed term bonds
Interest rate collar strategy (1:1 collars only)

Management of Credit Risks
All bank borrowing and interest rate hedging transactions must be undertaken
with a New Zealand registered bank with a minimum Standard and Poor’s longterm credit rating of at least A+ (or the Moody’s or Fitch rating equivalents).
The Council will satisfy itself in all its borrowing transactions that counterparties
are financially adequate, have an appropriate industry standing, and have an
appropriate track record to give the Council reasonable certainty that obligations
under concluded contracts will be performed.
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Liquidity

Security

The liquidity ratio is the total current assets that can quickly be converted to cash
- cash, debtors, and pre-approved Committed Cash Advance Facilities (CCAF),
divided by the current liabilities that need to be paid. The Council’s policy is to
maintain a liquidity ratio of a minimum of 1.1:1 at all times, (which means $1.10
is available for every $1.00 payable).

The Council will grant a Debenture Trust Deed which includes a charge over rates
and rates revenue in favour of a trustee. The Council’s creditors can be conferred
the benefit of that charge through the issuance of security stock under the Deed.

Note: Council’s unused Committed loan facilities are to be considered as a liquid
and current asset.

Internal borrowing

Any borrowing from LGFA will have the benefit of security stock (and therefore
the charge over rates and rates revenue).
When arranging funding facilities from lenders other than LGFA, the Council will
prefer unsecured facilities unless a cost benefit accrues from offering security.

The Council uses its reserves and external borrowing to internally fund both
capital expenditure and working capital. The primary objective in funding
internally is to use funds efficiently, by eliminating the margin that would be paid
through the Council separately investing and borrowing externally.

Where security is to be provided, the Council’s preference will be to offer security
for borrowings over rates and rates revenue by issuing security stock. Finance
leases for such assets as office equipment, information technology, and vehicles
may be entered into provided that the interest rates are commercially
advantageous.

Internal borrowing arrangements will not be subject to the Interest Rate
Exposure clause of this Policy.

New Zealand Local Government Funding Agency Limited (LGFA)

Debt repayment
Reserve funds are set aside to repay the loan on maturity or when conditions are
favourable to do so (whichever is the earliest).

Borrowing limits
As per the Council’s Financial Strategy, the Council has set the following limits on
its level of debt:
1)
2)

External borrowing will not exceed $15 million
Gross interest expense will not exceed 10% of total revenues
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Despite anything earlier in this Liability Management Policy, the Council may
borrow from LGFA. In connection with that borrowing, the Council may enter
into the following related transactions to the extent it considers necessary or
desirable:
a)

Contribute a portion of its borrowing back to the LGFA as subordinate
debt that could, in limited circumstances, be converted to equity if
required by LGFA; and
b) Secure its borrowings from LGFA, and the performance of other
obligations to the LGFA or its creditors with a charge over Council's rates
and rates revenue.

Part Three: Liability Management Policy

Investment Policy
Policy status:

Draft

Local Government Funding Agency (LGFA)

Review due:

30 June 2024

The Council may borrow from the New Zealand Local Government Funding
Agency Limited (LGFA). Under the LGFA borrowing programme, Council is
required by LGFA to hold borrower notes. These borrower notes are
subordinated debt instruments that are required to be held by each local
authority that borrows from LGFA in an amount equal to 1.6% of the aggregate
borrowings by that local authority. In limited circumstances these borrower
notes can be converted to equity if required by LGFA.

Legal reference: Local Government Act 2002
Section 102(2)(c) and 105

Objectives
Ensure that the Council’s investments are managed prudently and effectively,
thereby optimising value and return, and increase the size and value of its
investment portfolio to enable increased levels of revenue to be returned to
the community over time.
The Council’s investment portfolio consists of short, medium and long-term
investments, and these must be optimised to provide sufficient funds for planned
expenditure including the Council’s ability to meets its payments as they fall due.
Investments must therefore be chosen which •
•
•

are for the period of time that the funds are surplus,
are able to be liquidated for the right price at the appropriate time,
provide a spread of investments covering short, medium and long
term.

Mix of investments
In order to optimise the Council’s investment portfolio, and maintain an
appropriate mix of short, medium and long-term investments, no investment
type should exceed 50% of the total investment portfolio where practicable.
The Council’s investments shall include (but not be limited to) at least three of
the following types:
a)
b)
c)
d)

Treasury Investments
Property Investments
Forestry Investments
Equity Investments

If this were to occur, a Council resolution will be required to manage these
shares. The Council may therefore be required to invest in LGFA shares in
circumstances in which the return on its investment is potentially lower than the
return it could achieve with alternative investments.

Acquisition of new investments
All proposed acquisition of new investments decisions are to be approved by the
Council, with the exception of treasury investments, which are managed on a day
to day basis by the Senior Manager Corporate Services and/or the Finance
Manager.

Use of revenue from investments
Income generated from investment should be used initially to offset costs
associated with owning and operating that investment. The use of surplus
revenues will then be used according to:
a)

the source and criteria attached to the initial investment sum, or the
criteria attached to the fund from which the investment fund came, or
b) in accordance with any resolution of the Council, or
c) for general operating revenue.
On maturity, investments held for a specific purpose will only be used for that
purpose or reinvested for a further period. The capital portion of any investment
will not be used to offset general operating expenditure unless the purpose for
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which the investment was initially set up no longer exists. The Council may
determine by resolution (on a case-by-case basis) to deviate from the above.

Proceeds from sale of assets
Council assets will be disposed of from time to time. Income received from the
disposal of vehicles and operating plant will be credited to the Council’s plant
renewal account while income from the disposal of property will go into the
Council’s property account.
The capital from these accounts will be used to repay debt associated with the
asset in the first instance, and then may either be reinvested in asset
replacement, or used to purchase other assets. The funds could also be used to
offset the rates requirement, but such a move would only be by resolution of the
Council.

Management and reporting
A report will be prepared quarterly on the Council’s investment portfolio. Such a
report will include:
a)
b)
c)
d)
e)
f)
g)

the value and mix of investments
any changes to the mix and value from the previous report
terms and interest rates on treasury investment
net rental yields of property investments
earnings per share of equity investments
return on investment on each investment type
comparisons of actual returns versus budgeted returns
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The day-to-day management of the Council’s investment portfolio and all
treasury investments will be made by the Senior Manager Corporate Services
and/or the Finance Manager and records held to support these investments and
any transactions. These reports will be held by the Finance Manager.
The authority to open new bank accounts shall be made by the Chief Executive
Officer, and at least two members of the Leadership Team (Senior Managers and
third tier Managers) shall be required to sign cheques or authorise electronic
payments associated with the investment.
Assessment and management of risks associated with investments
The Council minimises its exposure to risk by:
a)

maintaining a borrowing facility that exceeds actual forecast borrowing
needs by at least $2 million; and
b) encouraging diversification of the type of investments held; and
c) limiting its treasury investments to those with a New Zealand registered
bank with a minimum Standard and Poor’s long-term credit rating of at
least A+ (or the Moody’s or Fitch rating equivalents).

Part Three: Investment Policy

Development Contributions Policy
Policy status:

Draft

Review due:

30 June 2024

Legal reference: Local Government Act 2002
Sections 102(2)(d) and 106, and 201 to 211

1.

Background

1.1.

Introduction

Growth in the district because of subdivision and new construction puts pressure
on Council services, and requires the Council to upgrade its assets, or add new
assets, to meet those demands. Development contributions are a charge
provided for in the Local Government Act 2002, (the LGA), which allows the
Council to recover a portion of the cost to upgrade/add new assets from the
developer. Without development contributions, existing ratepayers would have
to fund these costs. The challenge is to put in place a transparent, consistent and
equitable basis for requiring contributions in order that those undertaking
developments pay a fair share of the capital expenditure for infrastructure.

projects that are to be partially funded from development contributions are past
projects still funded by loan, plus a very small portion of future footpath and
active travel projects.
This revised policy for the years commencing 1 July 2021 therefore has a very
conservative and realistic outlook in terms of how much upgrading of existing, or
constructing new, assets is actually required to meet the demands of growth, in
the ten years to 2031.
1.2.

Enabling legislation and supporting policy framework

This policy on development contributions is provided in accordance with s102
and s106 of the LGA and follows the provisions as to the policy content
prescribed by Subpart 5 of Part 8 of that Act including its amendments.
This policy contributes to community outcomes in the Long-Term Plan (the LTP)
by ensuring the provision of appropriate infrastructure to meet the needs of
growth.
1.3.

Purpose

The Council has had a development contributions policy in place since 1 July
2004. At the time the policy was first drafted, the district (and New Zealand as a
whole) was entering a property boom with subdivision activity and new
construction reaching a peak in 2006. Since then the Kaikōura District has
experienced the global financial crisis, the November 2016 earthquake and
rebuild, and is now in the midst of the COVID-19 pandemic with international
border restrictions and alert level lockdowns.

The key purpose of the development contributions policy is to ensure that
growth, and the cost of infrastructure to meet that growth, is funded by those
who genuinely cause the need for and benefit from that infrastructure.
Development contributions should not be a barrier to investment in our
community and should reflect – as closely as possible – the impact on Council
services by increased commercial development, visitor accommodation,
additional housing, and subdivisions.

Notwithstanding these negative factors, the rebuild projects following the 2016
earthquake have resulted in almost all of our aging infrastructure having been
replaced or renewed, so our water supplies and wastewater systems have
capacity to serve a community much larger than currently required. Therefore,
there are no planned capital projects in the life of the Long-Term Plan 2021-2031
that can be fully attributed to the demands of growth. The only remaining

A development contribution is required in relation to a development when:
•

•

The effect of that development is to require new or additional assets
or assets of increased capacity in terms of network infrastructure,
reserves, and community infrastructure; and
The Council incurs capital expenditure to provide appropriately for
those assets.
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The effect of a development in terms of impact on these assets includes the
cumulative effect that a development may have in combination with another
development.

2.

Policy section

2.1.

Adoption, implementation and review

Where development contributions or financial contributions for a particular
property have previously been assessed and paid, credit to that amount will be
given for the particular activity. For the calculation of these credits there is no
historical time limit and all previous payments will be taken into account.
2.4.

This development contributions policy has been reviewed in conjunction with the
drafting of the Long-Term Plan 2021-2031. This policy will continue to be updated
on a three-yearly basis, in alignment with LTP reviews, or at shorter intervals if
the Council deems necessary, to take account of:
•

any changes to the significant assumptions to the development
contributions policy
any changes in policy as the Council develops structure plans for the
district
any changes to the District Plan
any changes in the capital works programme for growth
any changes in the pattern and distribution of development in the
district
any significant changes in cost indices
any other matters the Council considers relevant

•
•
•
•
•
•
2.2.

Within the boundaries of the development site, the developer shall provide the
following as part of the cost of development as a condition of the consent under
the Kaikōura District Plan:
•
•
•
•

Credits
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Roading, footpaths, streetlights and car parking infrastructure
Water supply network
Wastewater (wastewater) network
Stormwater collection and disposal infrastructure

Provision of these services as a condition of consent does not limit the
developer’s liability for development contributions under this policy, subject to
the limitations in 2.4.1.
2.4.1.

Limitations to the application of development contributions

The Council will not require a development contribution in the following cases:
•

Developer agreements

Large scale subdivisions, visitor accommodation (e.g. hotels/motels) and
substantial retail or industrial developments are more likely to genuinely require
that our asset capacity be increased to cope with each development and, for
particularly large developments, the impact on our assets capacity is more likely
to be specific, such as increasing the capacity of a wastewater pump station near
the development, or providing a new walkway to link a hotel to other public
areas (for example). It is the intention, through the provisions of this policy, that
every opportunity be taken for individual developer agreements to be reached
with large developments so as to provide the greatest benefit to both the
developer, and the communities most impacted by the development.
2.3.

Provision of services as a condition of consent

•
•

where it has, under section 108(2)(a) of the Resource Management
Act 1991 (the RMA), imposed a condition on a resource consent in
relation to the same development for the same purpose; or
where the developer will fund or otherwise provide for the same
reserve, network infrastructure, or community infrastructure; or
where the Council has received or will receive funding from a third
party for those works.

For the avoidance of doubt, this does not in any way limit the Council's ability to
require that parks and reserves contributions may be paid in the form of a cash
contribution.
2.5.

Development contributions

2.5.1.

Requirement for and use of development contributions
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The Council may require a development contribution for capital expenditure to
be incurred as a result of growth, or for capital expenditure incurred in
anticipation of development, for the following activities:
Network infrastructure
•
•
•
•

Roads (including footpaths, streetlights and bridges) and other
transport systems
water supply, storage, reticulation and treatment
wastewater (wastewater) collection, treatment and disposal
stormwater network

Community Infrastructure
•
•

land, or development assets on land, owned or controlled by the
Council for the purpose of providing public amenities
includes land that the Council will acquire for that purpose

Parks & Reserves
Purchase or development of parks and reserves, including (by way of example):
•
•
•
•
•
•
•
2.5.2.

Where the Council anticipated funding from a third party for any part of the
growth component of the capital expenditure budget, then this proportion is
excluded from the total estimated growth component to be funded by
development contributions.
Similarly, since the November 2016 earthquake, substantial rebuild projects have
been completed, many of which were funded by government grants and
subsidies and insurance settlements. Some of those projects crossed over into
the programme of capital projects that had been partially funded by
development contributions in the past. Those projects have been eliminated
from the schedule of capital work to be funded from development contributions.

Land purchases
New walkways and cycleways
Beautification, planting and landscaping
Safety improvements (e.g. handrails, steps, vehicle barriers, lighting)
Grants paid out for biodiversity projects (the “Biodiversity Fund”)
Projects identified in the Council’s Coastal Management Strategy
Costs include demolition and site preparation if applicable

2.5.4.

Future policy developments

2.5.5.

Future versions of this policy may capture development contributions for
additional capital expenditure on facilities and infrastructure not identified in this
document.
2.5.3.

This policy was first drafted in 2004, and many capital projects have been
completed since that time, with much of that work attributable to meeting the
demands of growth. In some instances, the total cost of the capital work is still
yet to be fully recovered. Development contributions will be required from
development to meet the cost of capital expenditure already incurred in
anticipation of development since this policy was initiated in 2004, but not to the
extent that total quantum of contributions received exceed the amount that was
intended to have been taken at the time the capital expenditure was incurred.

Capital expenditure incurred in previous years

Council use of development contributions

The Council will use development contributions only on the activity for which
they are collected. This will be undertaken on an aggregated project basis for
each of the activities. Development contributions collected after a project has
been completed may also be used to repay loan servicing costs including principal
and interest associated with the project, until the loan is repaid.

Schools and hospitals exempt from development contributions

Preschools, primary schools and secondary schools are viewed as community
education facilities and are therefore exempt from development contributions.
Similarly, hospitals and emergency treatment facilities (other than veterinary
facilities) are community health facilities and thus are not subject to
development contributions.

105 | P a g e

Kaikōura District Council | DRAFT Long-Term Plan 2021-2031

3.

Assessment of development charges

3.2.

Household equivalent units (HEU)

The following services have been defined for which development contributions
have been calculated. The activities are:

This policy has been developed using 'household equivalent units' (HEU) as the
basis upon which to assess the impact of growth on Council services.

3.1.

An HEU is defined as being equivalent to one “average” household unit of 4.5
people per household. It is recognised that household units vary and that the
demands they generate also cover a broad range.

Geographical contribution areas

Contributions are to be levied only in those locations that generate demand on
Council services, per the following table.
Activities

Area for development contributions to be
levied

Roads

Whole of district

Footpaths

The Kaikōura township including Ocean Ridge

Kaikōura Urban water

Kaikōura township (connected to, or able to
connect to, the Kaikōura urban water supply)

Kaikōura Suburban water

Kaikōura suburban area (connected to, or able
to connect to, the Kaikōura urban water
supply)

Kincaid water

Kincaid area (connected to, or able to connect
to, the Kincaid rural water supply)

Fernleigh water

Fernleigh area (connected to, or able to
connect to, the Fernleigh rural water supply)

East Coast water

East Coast area (connected to, or able to
connect to, the East Coast rural water supply)

Peketa water

Peketa village (connected to, or able to
connect to, the Peketa rural water supply)

Wastewater

Kaikōura township including Ocean Ridge

Stormwater

Kaikōura township including Ocean Ridge

Community Infrastructure

Whole of district

Parks & Reserves

Whole of district
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Every residential unit, whether a separate dwelling or part of an apartment
complex equals one household unit which equals one unit of demand, and every
additional lot is taken as being intended for one household unit. Note, each
dwelling (irrespective of size) is deemed to be one household equivalent unit,
therefore additions to existing residential dwellings (for residential purposes) will
attract no DC charge.
The following activities will be assessed using HEUs as the basis for calculation;
•
•
•
•
•
•

Roading
footpaths
water – Kaikōura Urban, Ocean Ridge, Peketa and Oaro
wastewater
stormwater
community infrastructure

There is no need to calculate HEUs for parks and reserves as this is assessed as a
percentage of land value (see section 6.6).
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3.3.

Residential applications

The subdivision of land or land use consent to change the predominant land use
of an existing site to create additional residential lots obviously results in the
potential for additional household units and therefore additional HEUs, which are
the basis for the calculation and charging of development contributions.
In order to calculate the number of HEUs, and hence the development
contribution chargeable, it is necessary to determine;
•
•
•
•

3.3.1.

the additional number of residential allotments created by the
proposed subdivision, or
the additional number of dwellings where there is no subdivision, or
the additional number of visitors being accommodated, or
the additional number of connections to a service (e.g. water or
wastewater)
Rural areas

Residential applications include subdivisions for additional allotments, or
additional dwellings, outside of the urban area. Each allotment will be assessed
as having one HEU per residential dwelling on the property, and each additional
residential dwelling on a rural allotment (where more than one) will be assessed
as an additional HEU.
Farm sheds and farm buildings will be assessed for development contributions on
the basis that some farming activities, such as intensive dairying, place enormous
pressure on roads and water supplies, and should contribute to those costs.
Those activities plus industrial or commercial developments located in the rural
area will be assessed for contributions in accordance with section 3.4.
3.3.2.

Visitor accommodation conversion to housing equivalent units

Visitor accommodation is usually made up of a number of beds catering for a
maximum number of people rather than household units. The number of HEUs is
calculated by using a household conversion factor. Given that an average
household unit is assumed to be 4.5 people, then each person is equivalent to
22% of a household unit, and so the conversion factor for visitor accommodation

would be 0.22. For example, the HEU arising from visitor accommodation
catering for a maximum of 200 people would be 44 HEUs.
This is based on 100% occupancy which is generally never achieved. This policy
recognises that 100% occupancy is not appropriate and has assumed a 75%
occupancy rate instead. This means the HEU conversion factor is 0.165 for visitor
accommodation (75% of 0.22).
3.4.

Non-residential applications

For non-residential consent applications HEUs are to be calculated using gross
floor area per the Gross Floor Area conversion table (3.4.1) to estimate the HEU.
3.4.1.

Gross Floor Area (GFA) conversion to housing equivalent units

The table below summarises the conversion factors to convert the GFA of a nonresidential building to an average household unit, or HEU.
Land use

Retail

Industrial

Commer
cial

Rural

Roading HEUs / 100m2 GFA

2.4

1.36

1.36

5.0

Footpaths HEUs / 100m2 GFA

3.0

1.2

2.0

-

Water HEUs / 100m2 GFA

0.13

0.1

0.1

1.0

Wastewater HEUs / 100m2 GFA

0.26

0.2

0.2

1.0

Stormwater HEUs / 100m2
Impervious Surface

1.0

1.0

1.0

1.0

Community Infrastructure GFA

2.4

1.36

1.36

1.0

See Appendix D for a breakdown of the calculations of these figures.
3.4.2.

Estimate of Gross Floor Area (GFA)

If the GFA of a non-residential building is unknown the Council will make an
estimate of the likely GFA for calculation purposes, based on the average building
coverage rates for that area.
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Developments in the Kaikōura urban area will also be assessed for a stormwater
contribution, based on the area of impervious surfaces to be drained to the
reticulated stormwater network. Where no information is provided with an
application on the area of impervious surfaces proposed to be drained to the
network, it is difficult and impractical to calculate the demand created by the
development in terms of HEUs. In this circumstance the Council will make an
estimate of the likely area of impervious surfaces, based on the average building
coverage rates for the industry.
3.4.3.

Summary

Residential

Subdivision

Development

One HEU per activity per
additional title - except
Parks & Reserves to be
assessed as a percentage
of land value

As for subdivision
including units in strata
title type developments.
Parks & Reserves to be
assessed as a percentage
of land value.

Non-residential

Standard table of HEUs per activity in units of 100m2

Visitor
accommodation

As for residential
subdivision including
units in strata title type
developments. Parks &
Reserves to be assessed
as a percentage of land
value.

Mixed uses

Calculated based on the
number of visitors (beds)
being accommodated,
plus the Parks & Reserves
contribution assessed on
a portion of land value.

To be assessed as above for each component of the
particular land use applied for.

See Appendix D for a breakdown of the calculations of these figures.
3.5.

Calculation of development contributions

For each development, the development contribution payable by the developer
will be calculated by multiplying the development contributions per household
equivalent unit by the number of household equivalent units.
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Terms used in the following flow charts are defined and explained on diagrams 1
to 4 in section 3.5.3. Appendix B provides worked examples of calculations.
3.5.1.

Residential development

STEP 1: AREA OF DEVELOPMENT
Go to section 3.1 to determine what geographical area the development lies
within.
STEP 2: PRICING SCHEDULE
Go to the Development Contributions Schedule (Appendix A) and identify the
fees payable per Household Equivalent Unit for the development contribution
area.
STEP 3: EXISTING ENTITLEMENT
Recognising existing demand on services and therefore any existing
entitlement, it is necessary to determine any credits/debits applicable to the
residual title.
For subdivisions (where the residual lot remains residential – see diagram 1
section 3.5.3) the existing title will have a full historic credit meaning no
development contribution is payable on the residual title.
Where a second (residential) dwelling is created on an existing title (see
diagram 2 section 3.5.3) the existing dwelling will have a full historic credit
meaning no development contribution is payable on the existing dwelling.
There will be a development contribution payable on any additional titles
created by subdivision or any additional dwelling(s) created in the absence of
subdivision.
STEP 4: NUMBER OF HEUs
Using the HEU conversion information in section 3.3, establish how many HEUs
the proposed development will create for each asset category.
STEP 5: APPLICATION OF HEUs
Apply the HEUs to the proposed development (i.e. multiply charges identified
in Step 2 by the HEUs identified at Step 4).
STEP 6: TOTAL (EXCLUDING RESERVES)
Calculate the total development contribution by summing the individual
charges established in Step 5 and add GST of 15%.
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STEP 7: RESERVES
In addition, the development contribution for Parks and Reserves will be
calculated as a percentage of land value after development in accordance with
the formula in Section 6.6.
STEP 8: TOTAL DC PAYABLE
Add together the results from Steps 5 and 6 to get the total development
contributions for the proposed development.
3.5.2.

Non-Residential development

STEP 1: AREA OF DEVELOPMENT
Go to section 3.1 and check what (geographical) Development Contribution
area the development lies within.
STEP 2: PRICING SCHEDULE
Go to the Development Contributions Schedule (Appendix A) and identify the
fees payable per Household Equivalent Unit for the Development Contribution
area.
EXISTING ENTITLEMENT
Recognising existing demand on services and therefore any existing
entitlement, it is necessary to determine any credits/debits applicable to the
residual title. (See diagrams 1 and 3, section 3.5.3)
Historic credit will be given for the pre-existing status of the property. This
credit will only apply to the residual title (see diagram 1 section 3.5.3) and
cannot be transferred to other titles created as a part of the development.
STEP 3: NUMBER OF HEUs: EXISTING ENTITLEMENT
Using the HEU conversion information in section 3.4, establish how many HEUs
the existing site has for each asset category as a result of historic credits.
STEP 4: APPLICATION OF HEUs: EXISTING ENTITLEMENT
Apply the HEUs to the existing site (i.e. multiply charges identified in Step 2 by
the HEUs identified at Step 3).
STEP 5: TOTAL HISTORIC CREDIT
Calculate the total historic credit by summing the individual charges
established in Step 4 and add GST of 15%.

RESERVES (HISTORIC CREDIT)
There will be no historic credit for Reserves, as the Council has only historically
imposed Reserves Contributions on Residential development.
STEP 6: PROPOSED DEVELOPMENT – RESIDUAL TITLE
The residual title will be subject to a development contribution that is
calculated in Steps 7-10.
STEP 7: NUMBER OF HEUs PROPOSED DEVELOPMENT – RESIDUAL TITLE
Using the HEU conversion information in Section 3.4 establish how many HEUs
the proposed development will create for each asset category.
STEP 8: APPLICATION OF HEUs PROPOSED DEVELOPMENT – RESIDUAL TITLE
Apply the HEUs to the proposed development (i.e. multiply charges identified
in Step 2 by the HEUs identified at Step 7).
STEP 9: TOTAL PROPOSED DEVELOPMENT – RESIDUAL TITLE
Calculate the total development contribution by summing the individual
charges established in Step 8 and add GST of 15%.
STEP 10: DEVELOPMENT CONTRIBUTIONS PAYABLE ON RESIDUAL TITLE
Subtract the total in Step 5 from that in Step 9 to get the total development
contribution payable on the existing title taking into account the credit for any
existing entitlement. Note that there will be no refund associated with any
excess historic credit.
STEP 11: DEVELOPMENT CONTRIBUTIONS PAYABLE FOR ADDITIONAL NEW
TITLE(S)
Repeat Step 6 to 9 for the new titles to obtain the development contribution
payable for these titles in relation to network infrastructure and community
infrastructure.
STEP 12: RESERVES
In addition, the development contribution for Reserves will be calculated as a
percentage of land value after development in accordance with the formula in
Section 6.6.
STEP 13: TOTAL DC PAYABLE
Add together the results from Steps 12 and 13 to get the total development
contributions for the proposed development.
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3.5.3.

Definition and Explanation of Terms

Diagram 1: Subdivision to create additional titles (residential or non-residential)
Existing title
The title before subdivision
Residential: full historic credit
Non-residential: Section 3.5.2 Steps 15
Residual title
Existing title minus any additional
titles created as a result of
subdivision
Residential: no DC payable
Non-residential: Section 3.5.2 Steps
1-2 and Steps 6-9
New title(s)
Those additional titles subdivided off
from the existing title
Residential: Section 3.5.1 Steps 1-7
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Diagram 2: Construction of a new dwelling on an existing residential title (no
subdivision)
Existing Title

Residential Dwelling
DC: No DC payable

New Dwelling(s)
DC: Section 3.5.1 Steps 1-7

Diagram 3: Development of a non-residential site - no subdivision
Existing Title
The title before development
DC: Section 3.5.2 Steps 1-5

Residual Development
Existing development on site
DC: Section 3.5.2 Steps 1-2 and steps 6-10

New Development
Proposed new development on site
DC: Section 3.5.2 steps 11-13
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Diagram 4: Residential subdivision of land where there is more than one
existing dwelling on the residual title.
Where there are more than one house (or dwelling) already on a title, and that
title is subject to a subdivision to provide for each dwelling to occupy an
individual title, it is deemed that the subdivision is not creating growth, and
therefore no development contributions are payable.
By example:
The existing title

Following subdivision

This is due to interpretation of 3.5.1, Residential Development, where, in the
section dealing with calculating the existing entitlement, each dwelling is deemed
to be one household equivalent unit. Therefore, in the above example, there are
two HEUs for the existing credit, and upon completion of the subdivision there
are still only two HEUs.
However, should the subdivision also become subject to a land use consent or
building consent to provide for some purpose other than its original use,
development contributions may be triggered at that point.
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3.6.

Trigger for taking a development contribution

3.6.1.

Initial calculation and interim assessment

The initial calculation of the development contribution will occur in conjunction
with an application for:
(a) Subdivision consent; or
(b) In the absence of subdivision consent, on land use consent; or
(c) In the absence of subdivision consent and land use consent, on project
information memorandum
(d) In the absence of the above three, on building consent.
The interim assessment serves the purpose of informing the applicant of the
likely development contributions liability. This interim assessment will contain
details of the number of HEU, the amount to be levied for each activity, and the
total payable including GST.
The interim assessment will also contain an estimated parks and reserves
contribution based on an estimated value of the land which considers the value
of land in similar developments in the same, or a reasonably comparable,
location within the Kaikōura district.
3.6.2.

Note: Further recalculation of the development contribution payable will occur if
payment is not received within twelve months of the issuing of invoice.
3.6.4.

Final calculation, invoicing and payment of development contributions

Final calculation, invoicing, and payment of a development contribution shall
occur prior to the earlier of:
(a) The issue of the section 224 completion certificate per the Resource
Management Act; or
(b) The issue of code compliance certificate per the Building Act; or
(c) An authorisation for a service connection.

Enforcement powers

If payment of development contribution is not received as per 3.6.3, the Council
will enforce powers outlined in Section 208 of the Local Government Act (2002).
Until a development contribution has been paid or made, the Council may:
1)

2)

Request for individual developer agreement

The interim assessment may also contain a request in writing that the applicant
enter into an individual developer agreement in lieu of the development
contributions as assessed. See Section 5 for information on developer
agreements.
3.6.3.

Note it will be essential at this point to have either obtained an independent
valuation for the parks and reserves development contributions to be assessed,
or for the estimated value provided as part of the interim assessment to be
agreed to by the applicant, with affirmation of agreement in writing.

3)

In the case of a subdivision or land use consent:
a) withhold a certificate under section 224(c) of the Resource Management
Act (1991)
b) prevent the commencement of a resource consent
in the case of a building or other construction:
a) withhold a code compliance certificate under section 95 of the Building
Act (2004)
b) withhold a certificate of acceptance under section 99 of the Building Act
(2004)
in the case of a service connection, withhold a service connection to the
development

In each case, register the development contribution under the Statutory Land
Charges Registration Act (1928) as a charge on the title of the land in respect of
which the development contribution was required.
3.6.5.

Service connection and approval fees unaffected

The Council will continue to collect service connection and/or approval fees in
accordance with current practice, current Council bylaws, and the LGA for the
following assets:
a) water supply
b) wastewater
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c) stormwater
d) vehicle crossings

4.

Requests for reconsideration or objection

There are key differences in the terminology under the Local Government Act
(2002) as to what constitutes reconsideration vs. an objection. Reconsideration
responds to claims of errors in calculation, and can be considered by the Council
or its officers. An objection is a claim that the Council failed to take into account
features of a specific development, or required contributions for facilities that are
not related to the specific development, and calls into question the equity or
fairness of the development contributions as assessed. Under changes to the
LGA in 2014, objections can only be considered by an approved independent
development contributions Commissioner selected by the Council. All reasonable
costs of the Commissioners would be at the cost of the objector.
Given the emphasis within this policy on obtaining individual developer
agreements with developers, it is hoped that the expensive process of objecting
to development contributions can be avoided wherever possible. It is the
intention of this policy that objections be the last option and only used where
developer agreements cannot be reached.
4.1.

Requests for reconsideration of contributions should also be made prior to those
development contributions being paid, unless there is urgent and pressing need
to proceed with issuance of s224 certificate, code compliance certificate, or
service connection.
4.1.1.

The officer responsible for calculating development contributions will, within
three working days of receipt of a request for reconsideration of an assessment,
acknowledge receipt of the request to the person lodging the request.
The procedure to reconsider contributions is as follows:
1.

2.

Request for reconsideration

Applicants may apply to the Council to reconsider their development
contributions assessment where they have grounds to believe that;
a) The development contribution was incorrectly calculated or assessed; or
b) The policy has been incorrectly applied; or
c) The information used to assess the development was incomplete or
contained errors.
A person may not apply for a reconsideration of their assessment if they have
already lodged an objection to their assessment under section 199C and Schedule
13A of the LGA. A request for reconsideration must be made within 10 working
days after the date on which the person lodging the request received the
development contribution assessment notice, as required by section 199A(3) of
the LGA.
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Procedure for reconsideration of contributions

3.

4.

5.

Determine whether there has been an error in calculation, an error in
application of the policy, or the assessment was made based on incorrect
information, per s199A of the Local Government Act (2002);
a. If yes, proceed to 2.
b. If no, advise the applicant that there has not been an error and
provide details on how to make an objection under section 199C of
the LGA.
Where there has been an administrative error in the calculation, the officer
may recalculate the development contributions payable as corrected and issue
a replacement development contributions assessment to the applicant. The
recalculation is to be reviewed by the Chief Executive Officer.
Where there has been an error in assessment or application of the policy, or
the assessment was based on incorrect or incomplete information, the request
for reconsideration will be considered by the Development Contributions
Review Committee.
That committee may, at its discretion, uphold, reduce, postpone or cancel the
original amount of development contributions required on the development
and shall communicate its decision in writing to the applicant within 15
working days of any determination or hearing.
Where that committee considers a request for reconsideration the following
matters will be taken into account:
• The development contributions policy including the intent of the policy
• The provisions relating to development contributions in the LGA
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•
•
•
•

The relevance of the information used to assess the applicant’s
development
The way in which the information has been applied in making the
assessment
The extent to which the information was incomplete or contained errors
The potential for an individual developer agreement to be entered into, in
lieu of upholding the contributions assessment.

In any case, the Council retains the right to uphold the original amount of
development contributions levied on any particular development.
Note that until contributions are paid, whether or not the application for
remissions was successful, the Council will use its enforcement powers per 3.6.4.
4.2.

Objections to assessed amount of development contributions

A person may object to the amount of the development contributions that have
been assessed, and this objection may be made regardless of whether or not a
request for reconsideration has also been made.
An objection under section 199C of the LGA must be received by the Council
within 15 working days after the after the date on which the person received
notice from the Council of the level of development contribution that the Council
requires.
An objection under section 199C of the LGA may be made only on the ground
that the Council has:
•

•

•

Failed to properly take into account features of the objectors
development that, on their own or accumulatively with those of other
developments, would substantially reduce the impact of the development
on requirements for community facilities in the district or parts of that
district; or
Required a development contribution for community facilities not
required by, or related to, the objector’s development, whether on its
own or cumulatively with other developments, or
Required a development contribution in breach of section 200 of the LGA,
or

•

Incorrectly applied its development contributions policy to the objectors
development.

The procedure and legislative requirements surrounding development
contribution objections are extensive and are contained within the Local
Government Act (2002), sections 199C through to 199P and Schedule 13A. The
Council will provide developers with this information when the potential for an
objection is made known.

5.

Developer agreements

It is the intention of this policy that larger developments – creating 10 or more
HEU – are substantial enough that new assets or increased capacity of existing
assets, whether whole or in part, may be required to service that development.
In those circumstances, it is the intent of this policy that the developer meets the
cost, or an appropriate portion of that cost, of the capital expenditure involved.
Nothing in this policy prevents a development contribution or a developer
agreement requiring a developer to contribute to past costs already incurred by
the Council to increase the capacity of its assets, as provided in 2.5.3. This
recognises that past expenditure, such as to increase the capacity of water
reservoirs (for example), was spent in anticipation of further development, and
that those costs should still be funded by development contributions up until the
portion of costs attributable to growth for each of those projects have been
recovered.
5.1.

Legislative provisions

Sections 207A through to 207F of the LGA provide the legislative framework for
developer agreements. In summary the framework provides that;
•
•
•

•

The request to enter an agreement may be made by either the Council or
the developer,
Either party may accept the request to enter an agreement, in whole or in
part, or decline the request,
The agreement contains specific details, such as legal name of the parties,
description of the land to which the agreement relates, and details of the
infrastructure that each party will pay for,
The agreement is a legally enforceable contract,
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•
•
5.2.

There are restrictions on use of the agreement, and
There are conditions surrounding the amendment or termination of the
agreement.

6.

Development contribution calculations

6.1.

Introduction

Developer agreements preferred

The application of the funding model to the total growth cost and predicted
growth in the HEUs for all the combinations of activity and catchment results in
the schedule of development contribution charges in $/HEU for each activity (see
Appendix A).

The advantage of a developer agreement is that it enables the Council to identify
those assets, in whole or in part, that may need to be created and/or upgraded to
cope with specific developments, and to request that agreement be reached with
the developer to fund, in whole or in part, that capital expenditure. In other
words, developers will be expected to pay for capital work that is related to the
impact of their development on Council services. As an example, a wastewater
pump station may need to be upgraded so as to have increased capacity to cope
with a new hotel. The developer will be expected to fund the cost of increasing
the capacity of the pump station, to the extent that the capacity is required to be
increased in relation to that hotel.
It also enables a developer to request that the Council provide some specific
assets outside of the development boundary that the developer deems
beneficial, at the developers expense (in whole or in part). As an example, the
hotel developer in the above scenario may request that a walkway be developed
between their hotel and the beach or some other public area. The Council would
be expected to agree to develop the walkway, at the developer’s expense.
In all cases, mutual agreement is fundamental to the success of the developer
agreement.

6.1.1.

GST exclusive

Development contributions specified in tables 1 to 7 of schedule are exclusive of
goods and services tax (GST). The parks: reserves contribution is assessed as a
percentage of land value which is assumed to include GST.
6.1.2.

Construction cost index

Note that all figures are expressed in 2021 dollars, and future projects may be
updated annually as appropriate in accordance with the Local Government Cost
Index (LGCI) or some other cost indices (such as BERL cost indices specific to
roading and water for example).
6.2.

Roads, footpaths, streetlights, access and parking

Developers are required to provide all roading assets within the boundary of their
development, per the conditions of their consent under the Kaikōura District
Plan. In addition, all new developments will be subject to a development
contribution for the broader roading network to cover the value of identified
capital development works.
In its review of this Policy for the period 2021 to 2031, the Council does not
consider there to be any future growth capital development works for roads, and
only a very small component of growth-related works for footpaths. Unless there
is a developer agreement reached with an individual development (where
increased road capacity is agreed upon), there is no roading development
contribution.
The development contributions for footpaths are based on the proportion of
these works that have been assessed as the result of increased demand
generated by new residential, rural and non-residential development.
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The Council will require a contribution toward a share of the cost of new or
upgraded footpaths or access where additional capacity is necessary to
accommodate the cumulative effects of the development. The share will be
calculated on the proportion of the additional capacity necessary to serve the
activity or development. See development contributions schedule of fees and
charges in Appendix A of this policy.
6.3.

Water and wastewater

Developers will meet the full actual cost of the water supply or wastewater
disposal system to the development. The developer will be responsible for the
full actual costs of all necessary water supply or wastewater disposal reticulation
within the development for each allotment or building.
A contribution will also be imposed for each new service connection to cover:
•

•

•

•

The full actual cost of connections between the water supply or
wastewater disposal system reticulation in the development and the
water supply and wastewater disposal system, and
The full actual costs of upgrading of any existing water supply or
wastewater disposal system to the extent that it is necessary to service
the development, and
A share of the costs of the existing water supply and wastewater disposal
system where additional capacity has been created in anticipation of
future development.
A share of the cost of new water supply or wastewater disposal system or
upgraded water supply or wastewater disposal system where additional
capacity is required by the cumulative effects of the development of an
area.

See development contributions schedule of fees and charges in Appendix A of
this policy.
The contribution may, at the Council's discretion, be required in the form of cash,
land, works, services or any combination of these. In assessing the level of
contribution, regard shall be had to the level of works and services to be provided
by the applicant to address any increase in demand on infrastructure.

The payment is subject to whether the new activity or development is able to
connect to the service system.
Any development outside a constituted water supply or wastewater drainage
area has not been anticipated as part of the existing reticulation network. Any
request to extend a constituted water supply or wastewater drainage area to
incorporate a development, or any request to create a new development
contribution area will need to be specifically assessed through a separate
developer agreement.
The requirement to purchase water units in the rural water supplies is unaffected
by this policy.
6.4.

Stormwater

There is only one distinct stormwater development contribution area in Kaikōura
district, being the Kaikōura urban area (which includes South Bay and Ocean
Ridge). For all developments within this area, a contribution will be imposed
upon the area of the land, to cover:
•
•

•

the full actual cost of connection to the stormwater network, and/or
the full actual costs of upgrading of the existing stormwater disposal
system to the extent that it is necessary to service the development,
and/or urban area,
a share of the cost of new stormwater infrastructure where additional
capacity is required by the cumulative effects of the development of an
area.

See development contributions schedule of fees and charges in Appendix A of
this policy.
6.4.1.

Other areas

In areas outside that described above, developers are responsible for disposing of
stormwater onsite. The developer will be responsible for the full actual costs of
detaining and disposing of all stormwater within the development area.
Subsequent owners will be responsible for the full actual costs of disposing of all
stormwater for each allotment or building.
6.5.

Community infrastructure
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The LGA restricts the taking of development contributions for community
infrastructure to;

b.

•

There are two methodologies for determining the reserves contribution for
developments as recognised in the LGA. One methodology deals with
development where there is subdivision [S203(1)(a)] and the other where there is
no subdivision [S203(1)(b)].

•
•

community centres or halls for the use of a local community or
neighbourhood, and the land on which they are or will be situated
play equipment that is located on a neighbourhood reserve
public toilets

The contribution levied will be based on a per household equivalent unit (HEU)
with the fees set out in appendix A of this policy. With the review of this
development contributions policy for the period 2022-2031, no growth-related
projects have been identified for the listed community infrastructure types.
Unless there is a developer agreement reached with an individual developer (e.g.
where additional playgrounds, public toilets or community centre upgrades are
agreed upon), there is no community infrastructure development contribution.
6.6.

When determining the value of land for the purpose of calculating the parks &
reserves contribution, the value of land is assumed to include GST.
6.6.1.

•
•
•

Recognising the difference in demand for these areas the Council has adopted
different contribution rates for each of the categories:

Contributions may be taken in the form of a cash contribution and will be used to
purchase land and /or to undertake improvements and enhancements. Within
the development, the Council may allow the developer to provide land to meet
recreation and conservation needs which will be credited against the required
cash contribution.

a.

7.5 percent of the value of the additional allotments created by the
subdivision; and
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Residential
Rural residential
Rural

These categories recognise the different demand for recreation and amenity
reserves.

See development contributions schedule of fees and charges in Appendix A and D
of this policy.

For reserves, the LGA section 203(1) states that development contributions shall
not exceed the greater of:

Subdivision

Three contribution categories have been identified:

Parks & reserves (reserves contribution)

A reserves contribution refers to the cost of providing additional improvements
necessary to turn basic parks and reserve land into a particular form or standard
of reserve. Possible improvements include park furniture, sports ground
development, walkways, off-road cycleways, landscaping and beautification, and
car parking. Improvements may also include seal extensions where road access
needs to extend to a specific recreational development (such as the new
swimming pool).

the value equivalent of 20m2 of land for each additional household unit
created by the development.

Contribution
Category
1

Description

Development Contribution Rate

Residential

2

Rural
Residential
Rural

2.5% of the value of each additional lot of
subdivision.
1% of the value of each additional lot of
subdivision.
0.5% of the value of each additional lot of
subdivision.

3

The value of each allotment will be assessed up to the following maximum site
areas:
•

Rural: 40,000m2

Part Three: Development Contributions Policy
•

Rural residential: 6,000m2

Applications that change rural areas into urban developments with reticulated
services will end up as future service catchments, and consequently will be
considered under the provisions of contribution category 1.
6.6.2.

Residential non-subdivision

The development contribution for parks where there is no subdivision will be
assessed as the value equivalent of 20m2 of land for each additional HEU
created. This will be applied up to a maximum contribution, equivalent to 2.5%
of the value of the allotment.
As explained in section 3.3.2, for visitor accommodation the number of HEUs is
calculated by using a household conversion factor of 0.165.
6.6.3.

Valuing of land

Development contributions will be payable in cash. All land requirements for
reserves purposes will be obtained through sale and purchase agreements
outside of this development contributions policy. The Council may use structure
plans and where appropriate, designation processes under the RMA to identify
future reserve requirements.
The Council may accept or require a contribution to the equivalent value in the
form of land or infrastructure. In some cases, for example, it may be appropriate
to allow reserve assets to vest in the Council through the subdivision consent
process, where they meet the Council's reserve network requirements, and to
credit them against the development contribution required.

land (within the development) for each additional household units created (with
final calculation of the contribution to occur at the time the consent is issued –
see section 3.6.3).
That estimate will take into account the current value of similarly sized and
serviced lots in the same area, or similarly sized and serviced lots in a comparable
area within the district, using information from the Council’s rating information
database and any information from property sales within the district that it
considers relevant. The developer may accept the estimate provided for the
purposes of calculating the development contribution payable, but is under no
obligation to accept the estimate provided.
Where the developer does not accept the estimate provided, the amount will be
established by either a signed sale and purchase agreement for the land subject
to the development, or an independent registered valuer's report on the
anticipated sale value of the land, or in the absence of subdivision, on 20m2 of
that land. Registered valuer's reports shall be no more than three months old
and produced at the developers cost.
Where the development contribution is to be in land or infrastructure, the value
of the land and infrastructure to be vested will be established on the basis of a
registered valuer's report and substantiated prices prior to purchase and
installation.

Where the development contribution is to be in cash, the development
contributions notice will include an estimate on the anticipated value of the
additional lots created by a subdivision, or on the basis of 20 square metres of
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Appendix A: Schedule of development contributions (excl. GST)
Table 1: Roading and footpaths
Category
Road assets and bridges
Footpaths

Area
District wide
Kaikōura urban area

Development Contribution
$Nil
$615.64 per HEU
$102.61 per person7

Table 2: Water and wastewater
Area and/or connection

Water Contribution

Kaikōura urban water
supply

$998.59 per HEU
$166.43 per person2

Kaikōura suburban water

$998.59 per HEU
$166.43 per person2

Wastewater
Contribution
$1,529.42 per HEU
$254.90 per person2

Ocean Ridge supply

Refer to separate developer agreement once the
original 260 allotments are exceeded.

Kincaid scheme

$1,200 per HEU
$200 per person2

Fernleigh scheme

$Nil

East Coast scheme

$1,506.55 per HEU
$251.10 per person2

Peketa & Oaro schemes

$Nil

Table 3: Stormwater
Area
Kaikōura township and South Bay,
but not including Ocean Ridge

7

Development Contribution
$450.58 per HEU
$75.10 per person2

Per person contributions apply to residential housing of less than 1 HEU and/or
visitor accommodation.
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Table 4: Community infrastructure
Contributing Category
Residential

Development Contribution per HEU
$Nil per HEU

Rural Residential

$Nil per HEU

Rural

$Nil

Visitor accommodation

$Nil per person

The amount required from development contributions to fund Community
Infrastructure projects has been fully recovered. No further projects meet the
definition of Community Infrastructure in the 2014 amendments to the Local
Government Act (2002).

Table 5: Reserves
Contributing Category
Residential

Development Contributions % of
Land Value
2.5%

Rural

0.5%

Rural Residential

1%

Part Three: Development Contributions Policy

Appendix B: Development contributions calculation – examples

Example 2 – Residential (Visitor Accommodation)

Example 1 – Residential Subdivision

Proposal:

Visitor accommodation (motels) providing
for 50 people, plus a manager’s residence

Location:

Kaikōura township

Value of land (total):

$540,000 including GST

Value of additional lots: $180,000 (including GST) per lot ($540,000 in total)

Size of existing section:

2,500m2

A full credit is given for the existing household unit (residual title) and the
development contribution is only calculated on the three additional household
units (the new titles).

Valuation of land:

$216.00m2

Proposal:
Location:

Household
Equivalent
Units
3
3
3
3
3
3

Valuation
$540,000

One residential lot subdivided into four new sections of about
1,600 m2 thereby creating three additional lots
Kaikōura township

Activity/Service

Roading
Footpaths
Kaikōura urban water
Wastewater
Stormwater
Community Infrastructure
Subtotal (excluding GST)
GST
Subtotal (including GST)
Parks & reserves calculated
at 2.5% of the value of each
lot ($180,0
00)
TOTAL (including GST)

Contribution
per HEU
$
615.64
998.59
1,529.42
450.58
3,594.23
539.13
4,133.36

Total
Contribution
$
1,846.92
2,995.77
4,588.26
1,351.74
10,782.69
1,617.40
12,400.09

4,500.00

13,500.00

8,633.36

25,900.09

A full credit is given for the existing household unit (the manager’s residence) and
the development contribution is only calculated on the additional household
units, assessed by the number of people being accommodated (discounted to a
75% occupancy).
In this instance there are 50 people able to be accommodated, divided by 4.5
people per housing unit, equals 11 housing units. The parks & reserves
contribution is calculated as the value equivalent to 20m2 per housing unit and
discounted to 75% occupancy.
Number of
people to be
accommodated
50
50
50
50
50
50

20m2 x $216m2 x
11 HEU x 75%

Activity/Service

Roading
Footpaths
Kaikōura urban water
Wastewater
Stormwater
Comm. infrastructure
Subtotal (excluding GST)
GST
Subtotal (including GST)
Parks & reserves using
LGA S203(1)(b)
TOTAL (including GST)

Contribution
per person
$
102.61
166.43
254.90
75.10
599.04
89.86
688.90
712.80

Total
contributions
$
5,130.50
8,321.50
12,745.00
3,755.00
29,952.00
4,492.80
34,444.80
35,640.00

1,401.70

70,084.80
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Appendix C: Development contributions funding model
Purpose
The purpose of the funding model is to provide an equitable assessment of the
funding requirements to support the development contributions regime. The
primary output of the funding model is an assessment of the required
development contributions charges.
The model takes account of:
•
•
•

•
•
•

The funding requirements to support the cost of growth infrastructure.
Equitable application of those funding requirements to the incoming
growth community.
Recognition that the backlog components of the growth infrastructure are
funded by the existing community. The rating charges applied to the
existing community will also be applied to the incoming community as
there is no differential rating process to exclude the incoming community
from those rates charges. The resultant rating charge on the incoming
community is offset against the development contribution charge.
Interest on funds raised to implement growth infrastructure.
Interest on contributions received in advance of provision of growth
infrastructure.
Recognition that money raised must meet the financial requirements of
projects, therefore consideration is given to the effects of inflation on
both the costs and the income. (Note, currently the inflation is set to zero
in the model as CCI is to be added separately to the contribution rates
each year).

For each development contribution, Council officers have determined the
anticipated number of new lots as the district expands. These are reported as
Household Equivalent units (HEU's).

Development contributions
The development contribution will be assessed for each service type and each
development contribution will be charged based on the number of HEUs
demanded by each incoming activity.

Modelling principles
A project cannot be considered for development contributions unless it is an
approved project in the LTP. The LTP includes schedules of planned projects and
in the future will include schedules of past projects with remaining capacity
intended to support the new and future incoming community.

Notes
•
•
•

Year will be end year, i.e. 2021/2022 will be stated as 2022.
Past expenditure will be actual cost of the project and will not be inflation
adjusted.
Interest on past expenditure will be based on the typical average interest
rate for either borrowing or lending in each year since the past
expenditure was incurred.

Expenditure
Expenditure will be assumed to occur in the year identified in the LTP or its
amendments.

Background information

Development contribution

For each project planned, Council officers have determined the components of
the project that are allocated to meeting the needs of the growth community.
This allocation takes into account and deducts funds available from alternate
funding sources such as Waka Kotahi (NZTA). These projects are reported in
development contribution areas for each service type.

For each project the development contribution capital charge for each incoming
HEU is assessed as the net cost of growth, divided by the number of HEUs
assumed to be incoming from year 1 to the end of the funding period for that
project.
The net cost of growth is determined as;
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•
•
•

For past projects, on the actual cost of the project less any third-party
funding such as grants or subsidies,
For future projects, on the forecast cost of the project in today’s dollars,
less any third-part funding such as grants or subsidies, and
based on the assumption that at the end of the funding period the
remaining debt will be zero.

Development contributions collected after a project has been completed will be
used to repay loan servicing costs including principal and interest associated with
the project. Appendix D: Non-residential HEU conversions

Roading
Land use

Vehicles per day

HEUs

Commercial/industrial

13.6

1.36

Retail

24.0

2.40

Rural

4 heavy trucks

5.0

Vehicles per day (VPD)
In using vehicles per day, consideration should be given to:

Wastewater
Kaikōura District Council District Subdivision Code of Practice Design Standard:
1000 1itres/household/day (1m3/lot/day)
Land use description

District Design
Std (Litres/Day)

Units

HEUs

Commercial/industrial

200

100m2 GFA

0.2

Retail

266

100m2 GFA

0.26

Water
Kaikōura District Council Urban Water Supply Upgrade Officers Report 2000:
1930 litres/household/day - 1.9m3/lot/day
Land use description

District Design
Std (Litres/Day)

Units

HEUs

Commercial/industrial

210

100m2 GFA

0.1

Retail

280

100m2 GFA

0.13

(1) The end destination and sole purpose of the trip is to that activity therefore
VPD rate is at 100%
(2) Trip is made as one of a number of linked trips therefore VPD rate is at 25%
(3) Trip is made but only because the route goes past that location therefore VPD
rate is at 5%
Footpaths
Land use

Pedestrians per day

HEUs

Retail

30.0

3.0

Industrial

12

1.2

Commercial

20

2.0

Rural

Nil

-
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Appendix E: Kaikōura district growth
Population growth in the Kaikōura district is expected to remain fairly static for
the next ten years, with only an average of 10 new HEU created per annum,
mainly within the Kaikōura urban area or within two kilometres of the urban
boundary.

Residential development
There are currently very few subdivisions going through the resource consent
process, and the demand for new sections appears to be well met by the number
of sections already available within the district. Consequently, the LTP is only
anticipating that 100 new titles will be created during the 2021-2031 period.
Some higher density residential accommodation (apartments and affordable
housing) may begin to emerge.

Visitor accommodation
The Sudima Hotel currently under construction may meet foreseeable demand
for visitor accommodation, with perhaps only small boutique B&Bs emerging in
the short- to medium-term. Growth projections for visitors are difficult to rely
upon, particularly with the impact of COVID-19 on international visitor numbers.

Commercial development
The Wakatu Quay development is a Provincial Growth Funded project, which will
not be subject to contributions because it is Council-owned (the Council would
need to increase rates to pay itself the cost of the contributions, which is
counter-productive). At this stage, no major commercial developments are
anticipated other than rebuilding earthquake-damaged business premises (Sonic
Café, Adelphi Hotel site, and New Commercial Hotel site for example).

Industrial development
The Council is in discussion with a developer interested in creating a new light
industrial zone to the south of the Kowhai River. Should that industrial zone go
ahead, it is conceivable that the Kaikōura urban area – particularly the Beach
Road business zone – is significantly affected by existing light industries moving
to the new zone. This could in turn free up the Beach Road area to more retail
and commercial space, or visitor accommodation. At this juncture, the industrial
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zone is in discussion and will still be subject to the resource consent process. No
assumptions have been made that would impact this development contributions
policy.

Part Three: Development Contributions Policy

Appendix F: Capital expenditure
The following table summarises the capital expenditure that the Council has
already incurred, or expects to incur within the next ten years, to meet the
increased demand for services resulting from growth. The Council has
determined to use the funding sources stated as the most appropriate source of
funds for each of these capital projects, to match the distribution of benefits
most equitably to groups and/or individuals, and to make the optimum use of
alternative sources of funding such as grants and subsidies, and development
contributions where appropriate.
The Council's development contributions policy was first adopted in June 2004
and provided for several capital projects that have already been completed. In
many cases, loans have been raised to complete that work, and development
contributions are collected to meet the cost of loan servicing and to contribute
towards the cost of that work previously undertaken. Development
contributions are only levied until the portion of costs of the capital work has
been recovered.

Funding Sources
Year

Estimated
cost

Grants,
subsidies
& other

Development
contributions

Footpaths
Footpaths and active
travel

2022-2031

900,000

97%

3%

Kaikōura urban reservoirs
and water source

2012-2014

119,831

20%

80%

Kincaid reservoirs,
treatment and pipelines

2006-2013

361,933

30%

70%

2010

37,961

90%

10%

2014

367,061

50%

50%

2011

180,233

70%

30%

-

-

-

-

Water services

East Coast pumps, switch
board and pipelines
Wastewater
New pump stations
Stormwater
Increased capacity
Community infrastructure
No growth-related project
Parks & reserves

Reserves projects are only undertaken as funds are available.
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Glossary of terms
Backlog

That portion of a project that relates to historical
catch-up to meet the required level of service for the
existing community.

Bed

When assessing development contributions for visitor
accommodation, per bed is used. A bed refers to a
single bed, therefore equates to per person per night.

CCI

Construction Cost Index.

Commercial

Any activity, whether temporary or permanent,
involving payment, exchange or other consideration,
but not including visitor accommodation. Examples
include restaurants, bars, conference facilities, tourism
operator ticketing counters, and office spaces.

Community infrastructure means land, or development assets on land, owned or
controlled by the Council for the purpose of providing
public amenities, and includes land that the Council
acquires for that purpose.
Credits

Where development contributions or financial
contributions for a particular property have previously
been assessed and paid, credit to that amount will be
given for the particular activity.

DC

Development contribution

Development

Any subdivision or other development that generates a
demand for reserves, network infrastructure, or
community infrastructure (but does not include
network utilities such as electricity or
telecommunications).

Developer agreement

Any private agreement signed between a developer
and Kaikōura District Council, and takes the same
meaning as a development agreement in the Local
Government Act 2002 (e.g. s197).
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Development contribution area Separate development contribution areas
exist for each area asset category. For some assets,
e.g. roading, the development contribution area is
district wide, whereas for asset categories such as
stormwater, water and wastewater development
contribution areas are based upon existing service
catchment areas.
Financial contributions

These are provided for by the Resource Management
Act (RMA) and the Council's policy is set out in section
5 of the Kaikōura District Plan. A financial contribution
is a contribution from developers of cash, land, works,
services or a combination of these. Financial
contributions are used to offset or mitigate the
adverse impacts on the natural and physical
environment including utility services, of a new
development.

Funding model

The funding model ensures an equitable assessment of
the funding requirements to support the development
contributions regime. The primary output of the
funding model is an accurate assessment of the
required development contribution charges.

Funding period

Not less than ten years, otherwise lesser of asset
capacity life, asset useful life, or 30 years.

GFA

Gross Floor Area

Growth model

For each development contribution area the Council
has determined the population changes anticipated as
the district expands. These are reported as
“Household Equivalent Units” (HEUs).

GST

Goods and Services Tax

HEU

Household Equivalent Unit. A type of unit of demand
that relates to the typical demand for infrastructure by
an average household (4.5 people).
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Industrial

Activities including associated land, infrastructure and
buildings used for the manufacturing, fabricating,
processing, packing or storage of goods, substances,
energy or vehicles, and the servicing and repair of
goods and vehicles whether by machinery or hand.

Level of service (LOS)

The standard of service provision for assets.

LGA

Local Government Act (2002) including amendments

Lot

Lot is deemed to have the same meaning as
“Allotment” under both the LGA, and the Resource
Management Act 1991.

LTP

Long Term Plan

New expenditure

Relates to the growth demand and planned costs in
the ten years from the current year. Starting in year 1
(2022) and ending in year 10 (2031).

Past growth

Relates to the growth capacity and cost that has been
provided by past expenditure.

Past expenditure

Relates to actual costs incurred in past years –
including the 2021 year. In terms of demand it relates
to the provided capacity for the period between
implementation and the current year. (Note: The
Council is not proposing to recover development
contributions for capital expenditure incurred prior to
1 July 2005.)

Parks & reserves

This refers to the cost of providing additional
improvements necessary to turn basic reserve land
into usable reserves such as:
•

•

Amenity reserves – generally small areas of scenic
or recreation reserve that are intended primarily to
“beautify” an urban area.
Neighbourhood reserves – small to medium sized
areas of scenic or recreation reserve that are

•

•

intended primarily to preserve natural features or
provide for information local passive and active
recreation.
Parks/domains – larger scenic or recreation
reserves intended primarily to provide for passive
recreation with a feeling of remoteness from
urbanity and more formal active recreation and
events
General reserves – this refers to the cost of
purchasing land and minor improvements
necessary to enable that land to function as a basic
area of green open space, including earthworks and
grassing.

Reserves, for this purpose of this policy, do not include
land that forms or is to form part of any road or is used
or is to be used for stormwater management
purposes.
RMA

Resource Management Act 1991

Renewal

That portion of project expenditure that has already
been funded through depreciation of the existing
asset.

Residential

The use of land and buildings by people for
accommodation purposes, including unit/strata title
development and visitor accommodation.

Retail

The use of land, a building or parts of a building where
goods are sold or displayed for sale, by retail, or are
offered for hire.

Roading

Roads, bridges, kerb and channel, traffic services,
footpaths, streetlights and cycleways within the road
corridor.
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Rural

Deemed to be in the same area as both Rural and
Semi-rural in the Council’s rating information
database, and that are 5 hectares or more.

Rural residential

Properties outside of the urban area and less than 5
hectares and containing, or intending to contain, a
dwelling.

Service connection
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A physical connection to a service provided by, or on
behalf of the Council

Wastewater

The assets relating to the collection, treatment and
disposal of sewage

Urban area

The urban area within the Kaikōura township as
defined by the Council’s Rating Information Database.

VPD

Vehicles Per Day
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Rates Remissions and Postponement Policy
Including the Council’s policy on remission and postponement of rates on Maori freehold land
Policy status:

Draft

General conditions

Review due:

30 June 2024

The granting of remissions or postponements available under this policy are
subject to the following conditions:

Legal reference: Local Government Act 2002
Section 102(2)(e) and 102(3), and 108, 109 & 110

1.

Purpose
Rates remissions are a useful tool for the Council to address inequities and/or
unintended consequences of its rating systems. This policy contains specific subpolicies that each outline objectives sought to be achieved by the use of
remissions or postponements, and the conditions and criteria to be met in order
for rates to be remitted or postponed.
This policy is made in accordance with sections 102, 109 and 110 of the Local
Government Act 2002 and is applied per sections 85-90 of the Local Government
(Rating) Act 2002.

Unless provided for in specific conditions & criteria, application must be
made in writing, clearly identifying the property, the owner(s) of the
property, and full reasons as to why the application for remission or
postponement is being made.

Application may be sent to either of the following addresses;
a.

PO Box 6, Kaikōura 7340

b.

Level 2, 96 West End, Kaikōura 7300

c.

rates@kaikoura.govt.nz

2.

All applications will be considered under their own merit and will be
granted only where it is considered fair and equitable to do so.

3.

In considering each application, the Council will consider the extent to
which the social, cultural, economic and environmental wellbeing of the
district will be promoted by the granting of remission or postponement
of rates.

General provisions
•

The Council may remit all or part of the rates covered by this Policy,
provided both the general conditions and the specific conditions have
been met.

•

Nothing in this policy provides for the permanent remission or
postponement of rates on any property.

4.

This policy applies to rates within the Kaikōura District levied and
collected by the Kaikōura District Council and may include rates
collected on behalf of Environment Canterbury subject to the
contractual obligations between those two parties.

Where an error has been made in the setting of rates on any property,
or on the categories and factors used to assess the rates on any
property, rates will be remitted as provided for in the Local Government
(Rating) Act.

5.

The Council has delegated the authority to consider rates remissions to
certain Council officers, as stated in the Council’s Delegations Manual.
In the event of any dispute arising, the application may be referred to
the Chief Executive.

•
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Policy on Remission of Penalties
Objectives
To enable the Council to act fairly and reasonably in its consideration of penalties
charged on rates which have not been paid to the Council by the due date.

Specific conditions & criteria
Remission of penalties on late payment of rates may be made when it is
considered fair and equitable to do so. In making that consideration, the
following criteria shall be applied.
a)

In cases where ratepayers are in arrears with their rates but have
entered into agreed payment plans with the Council, further penalties
may be suppressed or reduced subject to the payment plan being
adhered to.

b) In cases where ratepayers enter into a direct debit agreement that
ensures their rates will be paid in full by the end of that rating year, the
latest penalty applied to rates within that current rating year will be
remitted.
c)

Penalties imposed on an overdue rates instalment will be remitted if the
ratepayer satisfies the Council that the late payment was due to
circumstances outside the ratepayers control, such as;
a.

Where the rates invoice was issued in the name of a previous
property owner and/or to the previous owners address

b.

Where a ratepayer has been unable to attend to payment due
to serious illness, bereavement or similar personal misfortune,
on compassionate grounds

c.

Where an error has been made through internal processing
which has subsequently resulted in a penalty charge being
imposed.

Penalties will not be remitted where they have been applied to overdue
rates for prior years unless under exceptional circumstances.
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d) Where there is a good payment history over the last two years and
payment is made within a short time of the ratepayer being aware of the
non-payment.
e)

Where the remission will facilitate the collection of overdue rates and it
results in full payment of all rates arrears.

f)

Where the ratepayer pays the full years rates on or before 20 December
(the last day for payment of instalment two), the penalty imposed on
the current year’s rates will be remitted.

Procedure
Landowners and/or ratepayers must apply for rates remission in writing to one of
the addresses outlined in the general conditions, including a reason for the late
payment or other circumstance which resulted in the penalty being applied. No
particular form is required.
The circumstances of each case will be considered on its individual merits.

Part Three: Rates Remissions & Postponement Policy

Policy on Remission of Rates for land protected for
natural, historical, cultural or conservation
purposes
Objectives
To encourage the protection of significant natural areas by providing rates relief
for privately owned land that contains special features voluntarily protected for
natural, historic, cultural or conservation purposes.

Procedure
Landowners and/or ratepayers must apply for rates remission in writing to one of
the addresses outlined in the general conditions, including evidence of the QEII
covenant and sufficient detail for Council officers to assess the areas of land
involved.
Once granted, rates remission is automatic each year, with no requirement for
annual application by the landowner unless circumstances change that effect
compliance with the above specific conditions and criteria.

Specific conditions & criteria
Remission of rates will be considered under this sub-policy on land that is subject
to QEII covenant and is therefore non-rateable under the Local Government
(Rating) Act. Evidence of the QEII covenant must be stated on the certificate of
title, including the land area involved.
The following conditions must be met to facilitate the remission of rates:
a)

The land area subject to remission of rates is to be assessed by
calculating the area of the covenant as a percentage of the total area of
the property, or in the case of a property that crosses district rating
boundaries, the covenant area within the district as a percentage of the
property area within the district.

b) The area of land that is subject to covenant and that includes a dwelling
or outbuildings may be liable for certain targeted rates where services
apply (water, wastewater, and/or refuse disposal rates). Remission of
rates do not apply to these services in this instance.
c)

Where there is an economic use of the covenanted land such as grazing
on a large landscape covenant, or commercial ecotourism ventures,
partial remission of rates may be appropriate, for example;
a.

A 50% remission on all rates applied to the covenanted area,
except for those rates collected for water, wastewater, refuse
disposal, visitor accommodation, registered premises and
commercial rates.
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building are uninhabitable (for example). Where parts of the building are
uninhabitable these will be assessed as to materiality within the context of
the whole building.

Policy on Remission of Rates for land affected by a
natural disaster
Objectives

e)

To enable the Council to provide rates relief for landowners of property that has
been affected by a natural disaster such as flooding, earthquake, or tsunami, and
rendering the property inaccessible, unsafe to occupy, or uninhabitable. Rates
relief may also be available for property that has been significantly affected by
disaster, whereby the income derived from the land or the use of the land has
been materially and detrimentally affected.

Rates relief is only available to the landowner/ratepayer of the property at
the date of the natural disaster, and rates relief under this policy is not
available to subsequent landowners once the property is on-sold.

f)

Rates relief is only available for the period of time that the property is
inaccessible, unsafe to occupy, or uninhabitable.

Specific conditions & criteria
Rates relief is only available subject to the Council’s ability to access alternate
sources of funding such as emergency government grants, donations, or the
Council’s own emergency reserves (including the Mayoral fund, earthquake levy
fund, or others by Council’s resolution).
Properties eligible for rates relief comprises all rateable properties within the
Kaikōura district including residential, rural, and commercial property. Rates
relief may apply only to a separately identifiable dwelling or building within a
rating unit rather than the rating unit as a whole.
Rates relief will be available for consideration and approval based on evidence of
the following:
a)

The property or part of the property has a red placard (or red sticker) or
some other form of identification which has been issued by Council building
inspectors or qualified representative acting under authorisation of the
Council, or

b) The property or part of the property are subject to a ‘section 124 notice’
issued under the Building Act 2004, or
c)

The property has been determined to be uninhabitable by EQC or the
landowner’s insurance company, or qualified structural engineer, or

d) The property has been materially and detrimentally affected due to other
factors, such as unable to connect to Council services, or only parts of the
132 | P a g e

Rates relief is not available to ratepayers who have voluntarily chosen not to
occupy their property or opted not to operate commercially for any reason other
than the property being uninhabitable or unsafe to occupy. Similarly, rates relief
is not available to ratepayers who continue to occupy a dwelling or building that
has been deemed uninhabitable or unsafe to occupy.

Procedure
Applications must be in writing to one of the addresses outlined in the general
conditions and will be assessed on a case-by-case basis.
Rates remissions will be pro-rated from the date of the natural disaster (or the
date the property became unsafe to occupy if that is a later date), until the
earlier of re-habitation, commencement of business, or the property becoming
available for use, and notified to the Council. Notwithstanding this, rates relief
will only extend into a subsequent financial year by resolution of the Council.
To enable an appropriate response to any disaster, this policy may be amended
by the Council at short notice and without public consultation to aid a timely
relief package if required.

Part Three: Rates Remissions & Postponement Policy

Policy on Remission of excessive targeted rates by
water meter
Objectives
To promote efficient water use and provide an incentive to ratepayers to
promptly repair any leaks to their internal water reticulation.

Specific conditions & criteria
This policy applies to properties which have a water meter, and who have
excessive water meter consumption charges found to be due to a leak in the
property’s internal water reticulation. Internal water reticulation means the
water pipe within the landowner’s private property from (and including) the
water meter.
a)

Procedure
Applications for remission of rates by water meter must be received in writing to
one of the addresses outlined under general conditions within three months of
the date of the water invoice and supported by evidence that the water leak has
been repaired.
The Council’s revenue officer(s) will make an assessment of the appropriate
remission (based on the criteria above), and the remission will be approved by
those Council officers with delegated authority to do so.

Remission on water meter charges will only be granted subject to
evidence that satisfies the Council that the water leak has been repaired,
such as a copy of an invoice from a registered plumber or other suitably
qualified person which shows the details of the repair.

b) Where a remission is granted, the remission will be calculated by
assessment of the water consumption charged for that metered
connection for the past three years (which may include an assessment of
seasonal fluctuations in water consumption).
c)

Where three years of recorded evidence of consumption is not available,
or if the property has had a substantial change of use during the last
three years, remission will be on a fair and reasonable assessment of
water consumption on similar properties.

d) If there is a second application for remission on the same metered
connection within five years of the first application, the ratepayer will
pay 80% of the water meter charges as invoiced, or the maximum sixmonthly amount invoiced for that metered connection in the last five
years, whichever is the greatest.
e)

If there are third or subsequent applications for remission for the same
metered connection within five years of the first application, the
application will be declined.
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Policy on Remission of rates for Maori freehold
land

Policy on Postponement of rates

Objectives

Policy on Postponement of rates for Maori freehold land

To ensure the fair and reasonable collection of rates from all sectors of the
community, recognising that certain Maori freehold land has conditions, features
or other circumstances which may make rates remission appropriate.

The Council has considered its obligations under section 108 and the matters
relating to rates relief on Maori freehold land in Schedule 11 of the Local
Government Act 2002.

Specific conditions & criteria

The Council does not provide a policy specifically for the postponement of rates
on Maori freehold land.

Maori freehold land is defined in the Local Government (Rating) Act 2002 as land
whose beneficial ownership has been determined by a freehold order issued by
the Maori Land Court. Only land that is subject of such an order may qualify for
remission under this policy.
The Council will consider remission of rates on land that comes within the
following criteria:
a)

The land is unoccupied, and no income is derived from that land, and/or

b) The land is inaccessible, and no income is derived from that land, and/or
c)

The land is better set aside for non-use (whenua rahui) because of its
natural features

Procedure
Applications for remission of rates under this policy must be made annually in
writing.
The Council or its officers may require supporting evidence and/or investigate
any claim that no income is derived from the land if it is considered reasonable
that the land is being used for commercial return. By way of example,
inaccessible land may generate substantial returns if being used for the
harvesting of manuka honey.
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The Council does not provide for the postponement of rates.

Part Three: Rates Remissions & Postponement Policy

Statement of Accounting Policies
Reporting Entity
Kaikōura District Council is a territorial local authority established under the Local
Government Act 2002 (LGA) and operates in New Zealand. The relevant
legislation governing the Kaikōura District Council’s operations include the LGA
and the Local Government (Rating) Act 2002.
The Kaikōura District Council group (KDC) consists of Kaikōura District Council and
its subsidiary, the Kaikōura Enhancement Trust, a charitable Trust controlled by
the Council. That Trust in turn owns 100% of Innovative Waste Kaikōura Ltd. The
Council has an 11.5% interest in the Marlborough Regional Forestry joint venture
with the Marlborough District Council holding the 88.5% shareholding.
The primary objective of Kaikōura District Council is to provide goods and services
for the community or social benefit rather than making a financial return.
Accordingly, the Council has designated itself and the group as public benefit
entities for the purposes of New Zealand equivalents to International Financial
Reporting Standards (NZ IFRS).
The forecast financial statements of the Council are for the year ended 30 June in
each of the ten years of the Long-Term Plan.
The prospective financial statements were authorised for issue by the Council on
XX JULY 2021.

Basis of Preparation
Statement of Compliance
The financial statements of the Council have been prepared in accordance with
the requirements of the Local Government Act 2002: Part 6, Section 98 and Part
3 of Schedule 10, which includes the requirement to comply with New Zealand
generally accepted accounting practice (NZ GAAP).

The financial statements have been prepared in accordance with Tier 2 PBE
Accounting Standards Reduced Disclosure Regime, on the basis that the Kaikōura
District Council have expenses of more than $2 million and less than $30 million,
and is not publicly accountable. These financial statements comply with PBE
Standards.

Measurement Base
The financial statements have been prepared on a historical cost basis, modified
by the revaluation of land and buildings, infrastructure assets, investment
property and financial instruments.
The preparation of prospective financial statements in conformity with PBE
accounting standards requires management to make judgements, estimates and
assumptions that affect the application of policies and reported amounts of
assets and liabilities, revenue and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstances, the results of which form the
basis of making the judgements about carrying value of assets and liabilities that
are not readily apparent from other sources. Actual results may differ from these
estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the
estimates are revised if the revision affects only that period or in the period of
the revision and future periods if the revision affects both current and future
periods.
The accounting policies set out below will be applied consistently to all periods
presented in the financial estimates.
The Council and management of the Kaikōura District Council are responsible for
the preparation of the prospective financial statements.
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The prospective financial statements have been prepared in accordance with PBE
financial reporting standard 42.

Functional and Presentation Currency
The financial statements are presented in New Zealand dollars and all values are
rounded to the nearest dollar. The functional currency of the Council is New
Zealand dollars.

Significant Accounting Policies
The accounting policies set out below have been applied consistently to all
periods presented in these financial statements.

Subsidiaries
The Council consolidates as subsidiaries in the Group financial statements, all
entities where the Council has the capacity to control their financing and
operating policies so as to obtain benefits from the activities of the entity. This
power exists where the Council controls the majority voting power on the
governing body or where such policies have been irreversibly predetermined by
the Council or where the determination of such policies is unable to materially
impact the level of potential ownership benefits that arise from the activities of
the subsidiary.
The Council measures the cost of a business combination as the aggregate of the
fair values, at the date of exchange, of assets given, liabilities incurred or
assumed, in exchange for control of the subsidiary plus any costs directly
attributable to the business combination.

Basis of consolidation
The purchase method is used to prepare the consolidated financial statements,
which involves adding together like items of assets, liabilities, equity, revenue,
and expenses on a line-by-line basis. All significant intra-group balances,
transactions, revenue, and expenses are eliminated on consolidation.
The Council’s investments in its subsidiaries are carried at cost in the Council’s
own “parent entity” financial statements.
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Joint ventures
A joint venture is a contractual arrangement whereby two or more parties
undertake an economic activity that is subject to joint control. For jointly
controlled operations the Council recognises in its financial statements its share
of the assets that it controls, the liabilities and expenses it incurs, and the share
of Revenue that it earns from the joint venture.
Of the Council’s interest in the Marlborough Regional Forestry joint venture,
13.37% is held in trust on behalf of Environment Canterbury. This is recognised
as a non-current liability in the financial statements.

Revenue
Revenue is measured at the fair value of consideration received.

Rates revenue
Rates are set annually by a resolution from the Council and relate to a financial
year. All ratepayers are invoiced within the financial year to which the rates have
been set. Rates revenue is recognised when payable.
Rates collected on behalf of Environment Canterbury are not recognised in the
financial statements as the Council is acting as agent for Environment
Canterbury.

Other revenue
Water billing revenue is recognised on an accrual basis. Unbilled usage, as a
result of unread meters at year end, is accrued on an average usage basis.

Government Grants
The Council receives government grants from NZ Transport Agency, which
subsidises part of the costs of maintaining the local roading infrastructure. The
subsidies are recognised as revenue upon entitlement as conditions pertaining to
eligible expenditure have been fulfilled.

Provision of Services
Revenue from the rendering of services is recognised by reference to the stage of
completion of the transaction at balance date, based on the actual service
provided as a percentage of the total services to be provided.

Part Three: Statement of Accounting Policy

Sales of goods are recognised when a product is sold to the customer. The
recorded revenue is the gross amount of the sale (excluding GST).

Discretionary grants are those grants where the Council has no obligation to
award on receipt of the grant application and are recognised as expenditure
when a successful applicant has been notified of the Council’s decision.

Vested Assets

Foreign currency transactions

Sale of Goods

Where a physical asset is acquired for nil or nominal consideration, the fair value
of the asset received is recognised as revenue. Assets vested in the Council are
recognised as revenue when control over the asset is obtained.

Agency Arrangements
Where revenue is derived by acting as an agent for another party, the revenue
that is recognised is the commission or fee on the transaction.

Interest and dividends
Interest revenue is recognised using the effective interest method.
Dividends are recognised when the right to receive payment has been
established. Dividends are recorded net of imputation credits.

Development Contributions
The revenue recognition point for development and financial contributions is at
the later of the point when the Council is ready to provide the service for which
the contribution was levied, or the event that will give rise to a requirement for a
development or financial contribution under the legislation.

Borrowing Costs
The Council has elected to defer the adoption of NZ IAS 23 Borrowing Costs
(Revised 2007) in accordance with its transitional provisions that are applicable to
public benefit entities.
Consequently, all borrowing costs are recognised as an expense in the period in
which they are incurred.

Grant Expenditure
Non-discretionary grants are those grants that are awarded if the grant
application meets the specified criteria and are recognised as expenditure when
an application that meets the specified criteria for the grant has been received.

Foreign currency transactions (including those for which foreign exchange
contracts are held) are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions and from the translation
at year end exchange rates of monetary assets and liabilities denominated in
foreign currencies are recognised in the surplus or deficit.

Income Tax
Income tax expense in relation to the surplus or deficit for the period comprises
current tax and deferred tax.
Current tax is the amount of income tax payable based on the taxable profit for
the current year, plus any adjustments to income tax payable in respect of prior
years. Current tax is calculated using rates that have been enacted or
substantially enacted by balance date.
Deferred tax is the amount of income tax payable or recoverable in future
periods in respect of temporary differences and unused tax losses. Temporary
differences are differences between the carrying amount of assets and liabilities
in the financial statements and the corresponding tax bases used in the
computation of taxable profit.
Deferred tax liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are recognised to the extent that it is probable
that taxable profits will be available against which the deductible temporary
differences or tax losses can be utilised.
Deferred tax is not recognised if the temporary difference arises from the initial
recognition of goodwill or from the initial recognition of an asset and liability in a
transaction that is not a business combination, and at the time of the transaction,
affects neither accounting profit nor taxable profit.
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Deferred tax is recognised on taxable temporary differences arising on
investments in subsidiaries and associates, and interests in joint ventures, except
where the company can control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the foreseeable future.
Deferred tax is calculated at the tax rates that are expected to apply in the period
when the liability is settled or the asset is realised, using tax rates that have been
enacted or substantially enacted by balance date.
Current tax and deferred tax is charged or credited to the surplus or deficit,
except when it relates to items charged or credited directly to equity, in which
case the tax is dealt with in equity.

Leases
Finance leases
A finance lease is a lease that transfers to the lessee substantially all the risks and
rewards incidental to ownership of an asset, whether or not title is eventually
transferred.
At the commencement of the lease term, the Council recognises finance leases as
assets and liabilities in the statement of financial position at the lower of the fair
value of the leased item or the present value of the minimum lease payments.
The amount recognised as an asset is depreciated over its useful life. If there is
no certainty as to whether the Council will obtain ownership at the end of the
lease term, the asset is fully depreciated over the shorter of the lease term and
its useful life.

Operating leases
An operating lease is a lease that does not transfer substantially all the risks and
rewards incidental to ownership of an asset. Lease payments under an operating
lease are recognised as an expense on a straight-line basis over the lease term.

Cash and Cash Equivalents
Cash and cash equivalents includes cash in hand, deposits held at call with banks,
other short-term highly liquid investments with original maturities of three
months or less, and bank overdrafts.
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Bank overdrafts are shown within borrowings in current liabilities in the
statement of financial position.

Debtors and Other Receivables
Short-term debtors and other receivables are recorded at their face value, less
any provision for impairment.
Impairment of a receivable is established when there is objective evidence that
the Council will not be able to collect amounts due according to the original
terms of the receivable. Significant financial difficulties of the debtor, probability
that the debtor will enter into bankruptcy, receivership or liquidation, and default
in payments are considered indicators that the debt is impaired. The amount of
the impairment is the difference between the asset’s carrying amount and the
present value of estimated future cash flows, discounted using the original
effective interest rate. The carrying amount of the asset is reduced through the
use of an allowance account, and the amount of the loss is recognised in the
surplus or deficit. When the receivable is uncollectible, it is written off against
the allowance account for receivables. Overdue receivables that have been
renegotiated are reclassified as current (that is, not past due).

Derivative financial instruments and hedge accounting
The Council does not engage in the use of derivative financial instruments and
hedging activities.

Other financial assets
Financial assets are initially recognised at fair value plus transaction costs unless
they are carried at fair value through surplus or deficit in which case the
transaction costs are recognised in the surplus or deficit.
Purchases and sales of financial assets are recognised on trade-date, the date on
which the Council commits to purchase or sell the asset. Financial assets are
derecognised when the rights to receive cash flows from the financial assets have
expired or have been transferred and the Council has transferred substantially all
the risks and rewards of ownership.
Financial assets are classified into the following categories for the purpose of
measurement:

Part Three: Statement of Accounting Policy
a)
b)
c)
d)

Fair value at fair value through surplus or deficit
Loans and receivables
Held to maturity investments
Fair value through other comprehensive revenue

The classification of a financial asset depends on the purpose for which the
instrument was acquired.

Financial assets at fair value through surplus or deficit
Financial assets at fair value through profit and loss include financial assets held
for trading. A financial asset is classified in this category if acquired principally for
the purpose of selling in the short-term or it is part of a portfolio of identified
financial instruments that are managed together and for which there is evidence
of short-term profit-taking. Derivatives are also categorised as held for trading
unless they are designated into hedge accounting relationship for which hedge
accounting is applied.
Financial assets acquired principally for the purpose of selling in the short-term or
part of a portfolio classified as held for trading are classified as a current asset.
The current/non-current classification of derivatives is explained in the
derivatives accounting policy above.
After initial recognition, financial assets in this category are measured at their fair
values with gains or losses on re-measurement recognised in the surplus or
deficit.
The Council does not hold any financial assets in this category.

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. They are
included in current assets, except for maturities greater than 12 months after the
balance date, which are included in non-current assets.
After initial recognition, they are measured at amortised cost, using the effective
interest method less impairment. Gains and losses when the asset is impaired or
derecognised are recognised in the surplus or deficit.

Loans to community organisations made at nil or below-market interest rates are
initially recognised at the present value of their expected future cash flows,
discounted at the current market rate of return for a similar financial instrument.
The loans are subsequently measured at amortised cost using the effective
interest method. The difference between the face value and present value of the
expected future cash flows of the loan is recognised in the surplus or deficit as a
grant.
The Council’s loans and receivables comprise debtors and other receivables,
community and related party loans. Loans and receivables are classified as
“debtors and other receivables” in the statement of financial position.

Held to maturity investments
Held to maturity investments are non-derivative financial assets with fixed or
determinable payments and fixed maturities and there is the positive intention
and ability to hold to maturity. They are included in current assets, except for
maturities greater than 12 months after balance date, which are included in noncurrent assets.
After initial recognition they are measured at amortised cost, using the effective
interest method, less impairment. Gains and losses when the asset is impaired or
derecognised are recognised in the surplus or deficit.
The Council’s investments in this category include bank term deposits.

Fair value through other comprehensive revenue
Financial assets at fair value through other comprehensive revenue are those
that are designated into the category at initial recognition or are not classified in
any of the other categories above. They are included in non-current assets unless
management intends to dispose of the share investment within 12 months of
balance date or if the debt instrument is not expected to be realised within 12
months of balance date.
The Council includes in this category:
•
•

Investments that it intends to hold long-term but which may be realised
before maturity
Shareholdings that it holds for strategic purposes
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These investments are measured at their fair value, with gains and losses
recognised in other comprehensive revenue, except for impairment losses, which
are recognised in the surplus or deficit.
On de-recognition, the cumulative gain or loss previously recognised in other
comprehensive revenue is reclassified from equity to the surplus or deficit.

Impairment of Financial Assets
Financial assets are assessed for objective evidence of impairment at each
balance date. Impairment losses are recognised in the surplus or deficit.

Loans and other receivables
Impairment is established when there is objective evidence that the Council will
not be able to collect amounts due according to the original terms of the debt.
Significant financial difficulties of the debtor, probability that the debtor will
enter bankruptcy, and default in payments are considered indicators that the
asset is impaired. The amount of the impairment is the difference between the
asset’s carrying amount and the present value of estimated future cash flows,
discounted using the original effective interest rate.
For debtors and other receivables, the carrying amount of the asset is reduced
using an allowance account, and the amount of the loss is recognised in the
surplus or deficit. When the receivable is uncollectible, it is written-off against
the allowance account. Overdue receivables that have been renegotiated are
reclassified as current (that is, not past due). Impairment in term deposits, local
authority stock, government stock, and community loans, are recognised directly
against the instruments carrying amount.

Financial assets at fair value through other comprehensive
revenue
For equity investments, a significant or prolonged decline in the fair value of the
investment below its cost is considered objective evidence of impairment.
For debt investments, significant financial difficulties of the debtor, probability
that the debtor will enter bankruptcy, and default in payments are considered
objective indicators that the asset is impaired.
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If impairment evidence exists for the investments at fair value through other
comprehensive revenue, the cumulative loss (measured as the difference
between the acquisition cost and the current fair value, less any impairment loss
on that financial asset previously recognised in the surplus or deficit) recognized
in other comprehensive revenue is reclassified from equity to the surplus or
deficit.
Equity instrument impairment losses recognised in the surplus or deficit are not
reversed through the surplus or deficit.
If in a subsequent period the fair value of a debt instrument increases and the
increase can be objectively related to an event occurring after the impairment
loss was recognised, the impairment loss is reversed in the surplus or deficit.

Inventory
Inventory held for distribution or consumption in the provision of services that
are not supplied on a commercial basis are measured at the lower of cost,
adjusted when applicable, for any loss of service potential. Where inventory is
acquired at no cost or for nominal consideration, the cost is the current
replacement cost at the date of acquisition.
Inventories held for use in the production of goods and services on a commercial
basis are valued at the lower of cost and net realisable value. The cost of
purchased inventory is determined using the first-in first-out (FIFO) method.
The amount of any write-down for the loss of service potential or from cost to
net realisable value is recognised in the surplus or deficit in the period of the
write-down.
When land held for development and future resale is transferred from
investment property/property, plant and equipment to inventory, the fair value
of the land at the date of the transfer is its deemed cost.
Costs directly attributable to the developed land are capitalised to inventory,
except for infrastructural asset costs which are capitalised to property, plant and
equipment.
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Non-Current Assets Held for Sale
Non-current assets held for sale are classified as held for sale if their carrying
amount will be recovered principally through a sale transaction, not through
continuing use. Non-current assets held for sale are measured at the lower of
their carrying amount and fair value less costs to sell.
Any impairment losses for write-downs of non-current assets held for sale are
recognised in the surplus or deficit.
Any increases in fair value (less costs to sell) are recognised in the surplus or
deficit up to the level of any impairment losses that have previously been
recognised.
Non-current assets (including those that are part of a disposal group) are not
depreciated or amortised while they are classified as held for sale. Interest and
other expenses attributable to the liabilities of a disposal group classified as held
for sale continue to be recognised.

Property, Plant and Equipment
Property, plant and equipment consists of:
Operational assets
These include land, buildings, harbour assets, library books, computer
equipment, office furniture, vehicles and plant.
Infrastructure Assets
These are the fixed utility systems owned by the Council, such as roads and
three-waters. Each asset class includes all items required for the network to
function, for example sewer reticulation includes reticulation pipes and sewer
pump stations.
Property, plant and equipment is shown at cost or valuation, less accumulated
depreciation and impairment losses.

Revaluation
Those asset classes that are revalued are valued on a three-yearly cycle on the
basis described below. All other asset classes are carried at depreciated historical

cost. The carrying values of revalued items are reviewed at each balance date to
ensure that those values are not materially different to fair value.
Land and buildings
Land and buildings were valued effective as at 30 June 2019 by Cameron
Ferguson, (B.Com, VPM) of Quotable Value NZ, at fair value as determined from
market-based evidence. Carrying values for those specific assets are shown less
accumulated depreciation and plus any subsequent additions at cost.
Infrastructure assets
This includes roads, bridges & footpaths, water systems, sewerage systems and
stormwater systems, stated at fair value determined on a depreciated
replacement cost basis by an independent valuer. At balance date the Council
assesses the carrying values of its infrastructure assets to ensure that they do not
differ materially from the assets’ fair values. If there is a material difference,
then the off-cycle asset classes are revalued. Roading, water, wastewater and
stormwater infrastructure were valued internally as at 1 July 2020 and the
valuation was independently reviewed by Rachel Wells and John Vessey of WSP.

Additions
The cost of an item of property, plant and equipment is recognised as an asset if,
and only if, it is probable that future economic benefits or service potential
associated with the item will flow to the Council and the cost of the item can be
measured reliably.
In most instances, an item of property, plant and equipment is recognised at cost.
Where an asset is acquired at no cost, or for nominal cost, it is recognised at fair
value as at the date of acquisition.

Disposals
Gains and losses on disposals are determined by comparing the proceeds with
the carrying amount of the asset. Gains and losses on disposals are included in
the surplus or deficit. When revalued assets are sold, the amounts included in
asset revaluation reserves in respect of those assets are transferred to retained
earnings.
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Depreciation
Depreciation is provided on a straight-line basis on all property, plant and
equipment other than land, at rates which will write off the cost (or valuation) of
the assets to their estimated residual values over their useful lives.

Infrastructural Assets

The estimated useful economic lives of major classes of assets, and the
depreciation rates to apply to them, are as follows:

Road formation and base course

Operational Assets

Estimated Life
(years)

Land

Rate (Rounded)
Not Depreciated

Buildings – Structure

50

2%

Buildings – Services

15 - 33

From 3% to 6.67%

Buildings – Internal Fit out

4 - 33

From 6.67% to 25%

Harbour Seawall & Wharf

30 – 50

From 2.0% to 3.45%

Computer Equipment

5

20%

Plant, Vehicles and Machinery

5 - 50

From 2% to 20%

Library books

12

8%

Library non-books

5

20%

Park Furniture & Other Assets

8 – 50

From 2% to 12.5%

Artwork

Not Depreciated

Estimated life
(years)

Rate (Rounded)

Roading
Not Depreciated

Bridges

50

1.93%

Sealed Top Layer

7

15.46%

Kerb and Channels

50

2.72%

Drainage

50

1.73%

Traffic Facilities

4

20.2%

Seawalls

50

2.09%

Footpaths – Structure

Not Depreciated

Footpaths – Surface

25

5.39%

Street Lighting

17

5.79%

Equipment & Oxidation Ponds

50

From 0.28% to 5.03%

Pump Stations

17 - 100

From 2.51% to 6.67%

Catchment Mains & Reticulation

25 – 77

From 1.13% to 2.71%

Pump Stations

12 – 25

From 4.22% to 7.74%

Pipes & Reticulation

7 – 99

From 1.19% to 13.14%

Catchment Mains & Reticulation

70 – 99

From 1% to 1.42%

Structures

19 – 75

From 5.26% to 1.33%

Sewerage

Water

Stormwater
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In relation to infrastructural assets, depreciation has been calculated at a
component level based on the estimated remaining useful lives as assessed by
the Council’s engineers and independent registered valuers. A summary of these
lives is detailed above. The residual value and useful life of an asset is reviewed,
and adjusted if applicable, at each financial year-end.

Subsequent costs
Costs incurred subsequent to initial acquisition are capitalised only when it is
probable that future economic benefits or service potential associated with the
item will flow to the Council and the cost of the item can be measured reliably.
The costs of day-to-day servicing of property, plant and equipment are
recognised in the surplus or deficit as they are incurred.

Deemed cost
Land under roads
Land under roads, was valued based on fair value of adjacent land determined by
Connell Wagner Ltd effective 30 June 2001. Under NZ IFRS, the Council has
elected to use the fair value of land under roads as at 30 June 2001 as deemed
cost. Land under roads is no longer revalued.

Forestry Assets
Forestry assets owned via the Marlborough Regional Forestry joint venture, and
also the Council’s own forestry assets, are independently revalued annually at fair
value less estimated point of sale costs. These valuations were performed at 30
June 2020, by Forme Consulting Group for the joint venture, and by Merrill &
Ring Ltd for the South Bay plantation. Fair value is determined based on the
present value of expected net cash flows discounted at a current market
determined pre-tax rate.
Gains or losses arising on initial recognition of forestry assets at fair value less
estimated point of sale costs and from a change in fair value less estimated point
of sale costs are recognised in the surplus or deficit.
The costs to maintain the forestry assets are included in the surplus or deficit.

Investment Property
Properties leased to third parties under operating leases only classified as
investment property if the property is held to earn net rental yields or for capital
appreciation. Most of the Council’s leased properties are held to meet service
delivery objectives and therefore are not classified as investment property.

Library collections
Library Books were valued at 30 June 2007 using actual cost per book, by the
Kaikōura District Librarian, and this value has been deemed cost at that date.
Library collections are no longer revalued.

Investment property is measured initially at cost, including transaction costs.
After initial recognition, the Council measures all investment property at fair
value as determined annually by an independent valuer, Quotable Value New
Zealand.

Accounting for revaluations

Gains and losses arising from a change in the fair value of investment property
are recognised in the surplus or deficit.

The Council accounts for revaluations of property, plant and equipment on a class
of asset basis.
The results of revaluing are credited or debited to an asset revaluation reserve
for that class of asset. Where this results in a debit balance in the asset
revaluation reserve, this balance is expensed in the surplus or deficit. Any
subsequent increase on revaluation that off-sets a previous decrease in value
recognised in the surplus or deficit will be recognised first in the surplus or deficit
up to the amount previously expensed, and then credited to the other
comprehensive revenue and revaluation reserve for that class of asset.

Intangible Assets
Emissions Trading Scheme (ETS) – Marlborough Regional Forestry
Marlborough Regional Forestry (MRF) (in which the Council holds a share as a
joint venture) is a participant in the ETS with regard to both its significant
holdings of “pre-1990” forests and currently minor holdings of “post 1989”
forests.
Pre-1990 emission units (NZU’s) received under the ETS Allocation Plan are
recognised at cost and subsequently measured at cost subject to impairment. It
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is not anticipated that MRF will have any future liabilities or obligations with
regard to its pre-1990 forests.

The value in use for cash-generating assets is the present value of expected
future cash flows.

Post 1989 NZU’s received for carbon stored are recognised at cost and
subsequently measured at cost subject to impairment. Where there is an
obligation to return units when carbon is lost the expense and liability are
recognised and are measured at the carrying value of units on hand plus the fair
value of any additional units required. If operations proceed as planned there
will always be post 1989 units on hand in excess of any liability.

If an asset’s carrying amount exceeds its recoverable amount the asset is
impaired and the carrying amount is written down to the recoverable amount.
For revalued assets the impairment loss is recognised against the revaluation
reserve for that class of asset. Where that results in a debit balance in the
revaluation reserve, the balance is recognised in the surplus or deficit.

Any future cash flows associated with units receivable/payable will be taken into
consideration in determining the valuation of the forest estate.
Emissions Trading Scheme (ETS) – Council Forestry
In addition to its share of forestry in MRF, the Council owns forestry assets.
However, the small forest at South Bay does not meet the minimum criteria to
enter the scheme.
Emissions Trading Scheme (ETS) – Council Landfill
The Council’s landfill entered the ETS from 1 January 2013. The Council does not
hold carbon credits, instead purchasing carbon credits when required to meet its
immediate obligations arising from landfill emissions.

Impairment of Property, Plant and Equipment and Intangible
Assets
Non-financial assets that have an indefinite useful life, are not yet available for
use and are not subject to amortisation are tested annually for impairment.
Assets that have a finite useful life are reviewed for impairment whenever events
and changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by which the
asset’s carrying amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs to sell and value in use.
Value in use is depreciated replacement cost for an asset where the future
economic benefits or service potential of the asset are not primarily dependent
on the assets ability to generate net cash flows and where the entity would, if
deprived of the asset, replace its remaining future economic benefits or service
potential.
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For assets not carried at a revalued amount, the total impairment loss is
recognised in the surplus or deficit.
The reversal of an impairment loss on a revalued asset is credited to the
revaluation reserve. However, to the extent that an impairment loss for that
class of asset was previously recognised in the surplus or deficit, a reversal of the
impairment loss is also recognised in the surplus or deficit.
For assets not carried at a revalued amount, the reversal of an impairment loss is
recognised in the surplus or deficit.

Creditors and other payables
Short-term creditors and other payables are recorded at their face value.

Borrowings
Borrowings are initially recognised at their fair value net of transactions costs
incurred. After initial recognition, all borrowings are measured at amortised cost
using the effective interest method.
Borrowings are classified as current liabilities unless the Council has an
unconditional right to defer settlement of the liability for at least 12 months after
the balance date or if the borrowings are expected to be settled within 12
months of balance date.

Employee Entitlements
Short-term benefits
Employee benefits that the Council expects to be settled within twelve months of
balance date are measured at nominal values based on accrued entitlements at
current rates of pay.

Part Three: Statement of Accounting Policy
These include salaries and wages accrued up to balance date, annual leave
earned to, but not yet taken at balance date, and sick leave.

obligation. The increase in the provision due to the passage of time is recognised
as an interest expense.

A liability for sick leave is recognised to the extent that compensated absences in
the coming year are expected to be greater than the sick leave entitlements
earned in the coming year. The amount is calculated based on the unused sick
leave entitlement that can be carried forward at balance date, to the extent that
the Council anticipates it will be used by staff to cover those future absences.

Equity

A liability and an expense are recognised for bonuses where contractually obliged
or where there is a past practice that has created a constructive obligation.
Long-term benefits
Superannuation schemes
Obligations for contributions to defined contribution superannuation schemes
are recognised as an expense in the surplus or deficit as incurred.
The Council belongs to the Defined Benefit Plan Contributors Scheme (the
scheme), which is managed by the Board of Trustees of the National Provident
Fund. The scheme is a multi-employer defined benefit scheme.
Insufficient information is available to use defined benefit accounting, as it is not
possible to determine from the terms of the scheme, the extent to which the
surplus/(deficit) will affect future contributions by individual employers, as there
is no prescribed basis for allocation. The scheme is therefore accounted for as a
defined contribution scheme.

Provisions
A provision for future expenditure of uncertain amount or timing is recognised
when there is a present obligation (either legal or constructive) as a result of a
past event, it is probable that expenditure will be required to settle the obligation
and a reliable estimate can be made of the amount of the obligation. Provisions
are not recognised for future operating losses.
Provisions are measured at the present value of the expenditures expected to be
required to settle the obligation using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the

Equity is the community’s interest in the Council and is measured as the
difference between total assets and total liabilities. Equity is disaggregated and
classified into a number of reserves.
The components of equity are:
•
•
•
•
•

Public equity – accumulated funds
Special reserves
Special funds
Asset revaluation reserves
Fair value through other comprehensive revenue reserves

Special reserves and special funds
Special reserves and funds are a component of equity generally representing a
particular use to which various parts of equity have been assigned. Reserves may
be legally restricted or created by the Council.
Restricted (special) reserves are those subject to specific conditions accepted as
binding by the Council and which may not be revised by the Council without
reference to the Courts or a third party. Transfers from these reserves may be
made only for certain specified purposes or when certain specified conditions are
met.
Council-created reserves (special funds) are reserves which may be altered
without reference to any third party or the Courts. Transfers to and from these
reserves are at the discretion of the Council.

Asset revaluation reserves
This reserve relates to the revaluation of property, plant and equipment to fair
value.

Fair value through other comprehensive revenue reserves
This reserve comprises the cumulative net change in the fair value of fair value
through other comprehensive revenue instruments.
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Goods and Services Tax (GST)
All items in the financial statements are stated exclusive of GST, except for
receivables and payables, which are stated on a GST inclusive basis. Where GST
is not recoverable as input tax then it is recognised as part of the related asset or
expense.
The net amount of GST recoverable from, or payable to, the Inland Revenue
Department (IRD) is included as part of receivables or payables in the statement
of financial position.
The net GST paid to, or received from the IRD, including the GST relating to
investing and financing activities, is classified as an operating cash flow in the
statement of cash flows.
Commitments and contingencies are disclosed exclusive of GST.

Cost Allocation
The cost of service for each significant activity of the Council has been derived
using the cost allocation system outlined below:
Direct costs are those costs directly attributable to a significant activity. Indirect
costs are those costs, which cannot be identified in an economically feasible
manner, with a significant activity.
Direct costs are charged directly to significant activities. Indirect costs are
allocated to Council activities based on the total operating costs of the activity
proportionate to the total operating costs of the Council.

Statement of Cash Flows

Investing activities are those activities relating to the acquisition and disposal of
non-current assets.
Financing activities comprise the change in equity and debt structure of the
Council.

Critical Accounting Estimates and Assumptions
In preparing these financial statements, the Council has made estimates and
assumptions concerning the future. These estimates and assumptions may differ
from the subsequent actual results. Estimates and judgements are continually
evaluated and are based on historical experience and other factors, including
expectations or future events that are believed to be reasonable under the
circumstances. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below:
Landfill aftercare provision
The Council estimates the current Scarborough Street landfill will reach the end
of its useful life in 2024, and plans to reconfigure the space as a transfer station.
The landfill will be capped in that same year, and all aftercare will be undertaken
as part of the transfer station site operations.
Infrastructural assets
There are a number of assumptions and estimates used when performing DRC
valuations over infrastructural assets.
These include:
•

Cash means cash balances on hand, held in bank accounts, demand deposits and
other highly liquid investments, with original maturities of three months or less,
in which the Council invests as part of its day-to-day cash management.
Operating activities include cash received from all revenue sources and cash
payments made for the supply of goods and services. Agency transactions (the
collection of Regional Council rates) are recognised as receipts and payments in
the Statement of Cash Flows because they flow through the Council’s main bank
account.
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•
•

The physical deterioration and condition of an asset, for example the Council
could be carrying an asset at an amount that does not reflect its actual
condition. This is particularly so for those assets which are not visible, for
example stormwater, wastewater and water supply pipes that are
underground. This risk is minimised by the Council performing a combination
of physical inspections and condition modelling assessments of underground
assets;
Estimating any obsolescence or surplus capacity of an asset;
Estimates are made when determining the remaining useful lives over which
the asset will be depreciated. These estimates can be impacted by the local
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conditions, for example weather patterns and traffic growth. If useful lives do
not reflect the actual consumption of the benefits of the asset, then the
Council could be over or under-estimating the annual depreciation charge
recognised as an expense in the surplus or deficit. To minimise this risk, the
Council’s infrastructural asset useful lives have been determined with
reference to the NZ Infrastructural Asset Valuation and Depreciation
Guidelines published by the National Asset Management Steering Group, and
have been adjusted for local conditions based on past experience. Asset
inspections, deterioration and condition modelling are also carried out
regularly as part of the Council’s asset management planning activities, which
gives further assurance over useful life estimates.
Experienced independent valuers perform the Council’s infrastructural asset
revaluations.

Critical Judgments in Applying the Council’s Accounting Policies
Kaikōura District Council management has exercised the following critical
judgments in applying accounting policies for financial years 2021-2031:
Classification of property
The Council owns property which is maintained primarily to provide housing to
pensioners. The receipt of market-based rental from these properties is
incidental to holding these properties. These properties are held for service
delivery objectives and to meet community outcomes. These properties are
accounted for as property, plant and equipment.

Changes in Accounting Policy
There have been no significant changes in accounting policies.
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