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Name of Policy: Debtors Policy 

Purpose of Policy: This policy outlines how staff must act when 
engaging in the recovery of unpaid rates from 
ratepayers and/or landowners, and unpaid 
sundry debts owing to the Kaikōura District 
Council. 

Policy Applies to: This policy applies to the Finance Team, 
especially Rates & Revenue Officer(s) and 
Revenue Administration Officer(s). 

Approved by: Executive Leadership Team 

Responsible for its Updating Senior Manager Corporate Services 

Final Approval by: Executive Leadership Team and the Council 

Policy First Issued June 2025  

Proposed Date of Review June 2028  
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1. PURPOSE  

a) This policy outlines how staff are to pursue the recovery of unpaid rates from ratepayers 
and/or landowners, as well as sundry debts owing to the Kaikōura District Council (KDC).   

b) The following policy statements and supporting procedures enable the fair and consistent 
treatment of unpaid rates and sundry debt and prevent outstanding balances accumulating. 

2. GUIDING PRINCIPLES  

a) KDC needs rates revenue to cover the cost of operations and to manage cashflows. Unpaid 
rates/revenue can have dire implications for KDC’s capacity to deliver its services effectively. 

b) Unpaid rates can also have devastating consequences for ratepayers and landowners, 
including the additional financial cost of rates penalties, through to the potential sale of 
their property to recover the unpaid rates balances. For this reason, KDC staff should 
approach the recovery of unpaid rates with a “fair but firm” approach.   

c) To limit the effects of unpaid rates and sundry debts on KDC, the debtor, and the town’s 
wider ratepaying community, it is essential that debt recovery is managed firmly, fairly, 
consistently, and is addressed as early as possible. 

3. POLICY  

Rates 
a) The expectation is that all unpaid rates will be fully recovered by the end of the financial 

year in which any action is taken. For example, ratepayers with unpaid rates from the year 
ended 30 June 2025 will be required to enter a payment plan that ensures all rates (from the 
previous and the current year) will be paid no later than 30 June 2026. 

b) Agreed payment plans are the first preferred action for the recovery of unpaid rates, 
provided these payment plans achieve payment of all rates by the end of the financial year. 

c) There are however times when it makes greater sense to have the payment set to be paid by 
the end of the next rating year, such as when the present year is near its conclusion and the 
payment is large. The decision as to what financial year the debt must be cleared by is made 
at the discretion of the rates officer in charge of the case, taking account of the amount and 
the time left in the current financial year. Such decisions should be shared with the Finance 
and Business Partnering Manager prior to implementing. 

d) If no payment plan can be agreed, or the plan is not adhered to, then further action must be 
taken to ensure payment is made in full within the financial year in accordance with KDC 
procedures. For a detailed breakdown of the actions to be taken at each step and when debt 
collection is to be engaged, please refer to the procedures below titled ‘Thresholds for 
Actions Taken to Collect Unpaid Rates’.  

e) The powers within the Local Government (Rating) Act 2002 to initiate legal action, mortgage 
demands, and rating sales will be undertaken as the last option when other rate collection 
methods have been exhausted. 

f) All recovery action will be applied on a consistent basis and action will be paused or 
modified only where it is considered fair and equitable to do so, and only with the approval 
of the Finance and Business Partnering Manager and the Senior Manager Corporate 
Services. Such circumstances include extreme compassionate grounds in response to 
hardship, which may be supported by health services, police, or another agency. 

g) Rates rebates are available to ratepayers who earn less than the threshold set by the 
Department of Internal Affairs per annum, and this option must always be investigated prior 
to commencing any collection actions. 

h) Given it is inevitable that some debtors will not be able to meet their rates payment 
obligations and legal proceedings will be taken, it is critical that records are kept of the 
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emails, phone call conversations, letters and notices between KDC and the ratepayers so this 
can be produced as evidence of contact and attempts for rates collection. 

i) A spreadsheet must be kept in KDC’s document management system listing the ratepayers 
contacted, their property details, the date of contact and the type of contact. The actual 
documents will be kept in the confidential rates section on the property files. Further notes 
and comments will also be kept in KDC’s core enterprise systems with the property records. 
 

Sundry Debt  
j) All unpaid sundry invoices (resource consents, building consents, vehicle crossing, water 

applications, library fees, LIMs, landing fees, and leases etc) must be paid by the 20th of the 
following month after the customer is invoiced. If they do not pay by this point, then the 
steps must be followed in the procedures below titled ‘Thresholds for Actions Taken to 
Collect Sundry Debt’. 

k) At the discretion of the Finance and Business Partnering Manager, some leniency will be 
provided to those deemed to be in hardship (see the definitions section below). Depending 
on the material impact, this may be escalated to the Senior Manager Corporate Services for 
decision.  

l) A record of all interaction between KDC, the debtor and if relevant the debt recovery agency 
must be filed within a confidential location with all supporting documentation.  

Default Listing  
m) Once a debt has been referred to debt recovery, KDC reserves the right to request that the 

debtor be default listed, provided the relevant requirements are met. This action requires 
the approval of both the Finance and Business Partnering Manager and the Senior Manager 
Corporate Services. 

4. PROCEDURES 

Thresholds for Actions Taken to Collect Unpaid Rates (see Appendix 1 for a flowchart of this 
information). 
 

 Threshold Action 

1 Prior year rates have been paid in full, but 
current year rates are falling behind 
 
* ‘Falling behind’ is defined as follows: 
Payments are being made, but at a level inadequate to clear 
all rates owing by 30 June of the current rating year. This 
determination is made by KDC staff, however, if a ratepayer 
has paid less than 50% of the rates owing at any point, then 
they are automatically deemed as having fallen behind.  

If picked up on prior to an instalment penalty 
being applied: 

- Contact the ratepayer (by phone or 
email) 

- Encourage direct debit 
- If not willing to set up a direct debit, 

advise of the adequate payment level 
to clear the rates by 30 June of the 
current financial year. Encourage the 
entering into of a payment plan  

- Advise / warn of penalty  
 

If a penalty has already been applied: 

• See Threshold 2 

2 Missed payment for instalments 
(nonpayment or insufficient payment), with 
the oldest debt/instalment less than 12 
months old 

Apply penalties and send the penalty letter as 
per LTP/AP Financial Information 

No proactive contact is required — the 
penalty notices serve as the formal triggers. 
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- If the ratepayer contacts KDC in 
response to the penalty: 

o Encourage the setting up a 
direct debit or payment plan.  

o Refer to the ‘Payment Plans 
for Rates’ procedures to 
assess eligibility and structure. 

o Consider eligibility for penalty 
remission, where appropriate. 

o Record the interaction and 
assess for hardship if raised. 

3 Missed payment for instalments 
(nonpayment or insufficient payment), with 
the oldest debt/instalment more than 12 
months old 

Under 25k in arrears:  
- Refer to the ‘Payment Plans for Rates’ 

procedures to determine whether a 
standard or non-standard repayment 
plan is appropriate. 

- Escalate to the Finance and Business 
Partnering Manager for mitigation 
and escalation recovery options.  
 

25k or over in arrears:  
- Refer to the ‘Payment Plans for Rates’ 

procedures to determine whether a 
standard or non-standard repayment 
plan is appropriate. 

- Escalate to the CEO for mitigation and 
further escalation/recovery options  

 
Potential Options:  

- Do a title search to check whether this 
ratepayer has a mortgage over the 
property. Where a mortgage exists 
over the property, send a letter to the 
landowner advising them of the 
implications to their mortgage and 
their legal options and refer to the 
‘Mortgage Demands’ procedures. 

- Where there is no mortgage over the 
property, send a letter to the 
landowner advising them that their 
overdue rates will be subject to a 
collection process through the District 
Court, and refer to the ‘Legal Action – 
Mortgage Free Properties’ 
procedures. 

- Record correspondence in the 
property file (tagged confidential). 
Payment plans or direct debit must be 
entered into; see ‘Payment Plans for 
Rates’ procedures. Record the reason 
for non-payment. 
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- Send to debt management service 
provider who will carry out the above 
options on our behalf. 

4 Deceased estate - There is generally a lag on funds 
becoming available from a deceased 
estate. No payment plan is necessary 
unless rates remain unpaid for more 
than 6 months from the date of death. 

• Where three payment plans have been entered into (or three payment plan letters have 
been sent) within a 24-month period and all have been broken no further plans will be 
available for a stand down period of 36 months. This avoids applicants trying to postpone 
having penalties imposed, delaying a second demand being sent or potential mortgagee 
sales, when they never really had an intention of meeting their obligation to pay the rates. 

• A further effect of ratepayers breaking agreements is that the escalation towards taking 
legal action to recover the debts becomes delayed further for KDC. At the same time, the 
arrears are continuing to increase putting more burden on the ratepayer and making it more 
difficult to manage the debt within a reasonable timeframe. 

Payment Plans for Rates 

• Payment by direct debit is the preferred option. Ratepayers who enter direct debit 
arrangements will have the penalty applied to the previous instalment remitted in full, 
provided the direct debit is not rejected when processed (for lack of funds etc.). However, 
this penalty remission does not apply to direct debits for a fixed amount, unless the fixed 
amount is adequate to pay the rates in full by 30 June of the current rating year (or a longer 
period if per the terms of a payment agreement). 

• For those who do not accept payment by direct debit, payment by automatic payments 
should be set at a similar level as though the payment were by direct debit (consistent in 
value, regular, and set at a level that will see payment in full by 30 June).  

• Payments by automatic payment, and direct debits for a fixed amount, must be checked and 
adjusted annually by the debtor to ensure they are still adequate to pay rates in full within 
the rating year. 

• Manual payments are the least preferred payment method as they require the ratepayer to 
remember to adjust their payment, for their payment to be allocated correctly, and for 
successful delivery of the rates invoice to the ratepayer. Failure to receive the invoice by 
post or email is a relatively common reason given for non-payment of rates. 

• For both automatic payments and manual payments, penalties will still be applied during the 
year for prior years rates outstanding, unless otherwise agreed due to the hardship of the 
debtor.  

• As part of the agreement, the ratepayer should be advised that if more than one payment is 
missed during the period of the agreement, KDC will consider the agreement to be broken 
and that penalties will be applied to the overdue amounts. 

• If the ratepayer is eligible for a rates rebate, they should be strongly encouraged to apply. It 
is assumed as part of any payment agreement that the ratepayer will apply for a rebate (if 
they qualify for a rebate) every year prior to 20 September (the due date of the first 
instalment). If the ratepayer is no longer eligible or the rebate is less than previously 
estimated, the agreed payment level may need to be adjusted. 

Standard Repayment Agreement for Rates  
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• A ‘Standard Repayment Agreement’ will include a repayment period of up to 18 months.  
Where a ratepayer agrees to this repayment term, they will also be eligible for the Rates 
Penalty Remission.   

• ‘Standard’ circumstances can be defined as a ratepayer: 
a) having had no mortgagee demands made in the past 3 years 
b) not being a deceased estate 
c) not having broken 2 agreements in the past 2 years 
d) not starting agreements confirmed in writing. 

Non-Standard Repayment Agreement for Rates  

• To meet the criteria for a non-standard response, and qualify for repayment periods in 
excess of 18 months, the ratepayer will meet one or more of the following conditions, with 
the decision made at the discretion of the KDC staff weighing up the conditions met in light 
of the other factors in the case. 

o The ratepayer:  
a) has been approached by KDC and offered a period in excess of 18 months, such as in 

cases of mortgagee-free properties or properties that would otherwise go to mortgagee 
sale or legal action (verified by mortgagee) 

b) is experiencing financial hardship, evidenced by one or more of the following: 
o Engagement with a recognised budget or financial service 
o Receipt of a main benefit from MSD (e.g. Jobseeker, Sole Parent, Supported Living) 
o Application approval for a KiwiSaver financial hardship withdrawal 
o Receipt of a rates rebate in the current or previous year 
o Referral or documentation from a social or health service confirming hardship 

c) have not had more than 2 broken agreements in the past 2 years 
d) the property is a family property, with payments being received from family members 

(especially when doing so to assist the occupier who is on a low income) 
e) has a mortgage, but KDC has been informed by the mortgagee if a further second 

demand is made by KDC to the mortgagee, mortgage-sale proceedings will commence. 

• A ‘Non-Standard Repayment Agreement’ will include repayment periods of up to 24 months, 
with the scope for exceptional circumstances of up to 36 months. The ratepayer may still be 
eligible for the rates penalty remission for these agreements, limited to the provisions in the 
KDC Rates Remissions and Postponement Policy. 

• In exceptional circumstances the repayment period can be extended beyond 36 months, 
with the agreement of the Chief Executive Officer. 

Mortgagee Demands  

• If there are arrears outstanding from the previous rating year, KDC can under section 62 of 
the Local Government (Rating) Act 2002 inform the mortgagee (bank). If the arrears are still 
outstanding after three months, KDC can enforce payment from the mortgagee (but not 
before 1 November). 

• At the time of 1st mortgagee notification, a copy of the notice is sent to the ratepayer. 

• If KDC comes to an agreement with the ratepayer after the first notification has been sent to 
the mortgagee, the demand notice is not withdrawn until the previous year’s arrears have 
been cleared.   

• KDC will not come to an agreement for the previous year arrears one month prior to the 
date the second mortgagee demand is due for payment (unless the ratepayer did not 
receive the copy of the first notification, or some other proven exceptional circumstance.) 
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• Restrictions need to be applied to the number of times KDC will come to an agreement once 
first demand notification has been sent. Some ratepayers each year upon receiving the first 
demand notification continually contact KDC requesting agreement, then either make a few 
payments or do not commence payments (delaying tactics). This generally just delays the 
second demand, with payment quite often not being received until January at which time 
the debt is 7 months old (some banks will not process second demands in December). 

• The following restrictions apply if a ratepayer has received two first demand notifications 
(whether a second demand was sent or not) within a three-year period. This ratepayer will 
already be aware KDC can make a demand for payment of rates upon their mortgagee and 
will have previously been urged to come to an agreement. 

 Agreement for Current 
Year’s Rates 

Agreement for Previous 
Year’s Rates 

1st year  Yes Yes 

2nd year Yes No 

3rd year + No No 

 
Legal action – Mortgage Free Properties 

• With mortgage-free properties, an option for the collection of arrears is to start legal action.  
This can result in the enforced rating sale of the property. As this action is a lengthy and 
costly process (financially to KDC and the ratepayer) it is KDC’s intention to avoid this action 
in the first instance. 

• Prior to forwarding the debt to the collection agency, KDC will have sent the owner at least 
three arrears reminder letters. These letters provide a notice period to the ratepayer to 
either settle the account or to come to a payment agreement. 

• Where the ratepayer fails to contact KDC following the receipt of the 21 days’ notice letter, 
for example, then a 14 days’ notice letter will be sent, and so on. 
a) There would be a notice period of: 

o 21 days to pay, then 
o 14 days to pay (signed by the Finance Manager), and finally 
o 7 days to pay (signed by either the Senior Manager Corporate Services or the 

CEO). 

• These urge the ratepayer to get in contact or face legal action. 

• Payment plan options are available to the ratepayer, along the same conditions as other 
ratepayers. 

• Following the receipt of the 7-day notice, and upon expiry of the notification period, the 
debt will be forwarded to the collection agency. 

• Once legal proceedings have been filed, these will only be withdrawn upon payment in full 
of all outstanding rates. 

• Copies of invoices for any legal expenses incurred are noted on file. Once judgment is 
received by the High Court, the ratepayer is legally obliged to pay the costs, at which time 
these expenses are to be added onto the rates account. This should be made clear before 
the case is heard in the Court. 

Thresholds for Actions Taken to Collect Sundry Debt  

Threshold Action 

The debtor has failed to make 
the payment by the 20th of the 
month following the invoice  

A reminder letter must be sent out to the debtor as close to 
the 20th as possible. The relevant KDC department must also 
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be informed where a contact person may be able to provide 
direct communication due to an existing relationship. 
 

One month after the 20th of the 
month that the debt was due 

One month after the due date (for the avoidance of doubt this 
would be expected to fall into the over 60 days debtors), if the 
debt has not been paid a formal warning must be sent out 
noting that if the debtor does not pay or create a payment plan 
within 7 working days the debt management agency will be 
engaged.  

After the period of 7-day 
warning  

We will engage debt management service after this period of 
warning has passed and the debt has not been paid. 

5. DEFINITIONS 

Term Definition 

Arrears Money that is owed and should have been paid earlier. 

Budget Services Te Whare Putea, Te Ha O Marokura, Marlborough Community Law, or some 

other independent financial advisory/support service 

Debt The amount of money owed by a debtor as a result of a transaction with KDC. 

Debtor Any individual, corporation, or organisation or other entity owing money to 

KDC. 

Hardship Includes serious illness, bereavement or similar personal misfortune.  

Remission  The cancellation of a debt, charge, or penalty. 

Staff  Paid workers (including contractors) and volunteers. 

Sundry Debt General debts owed to KDC for various reasons like licenses, permits and 

services. 

6. DELEGATED AUTHORITIES (if applicable) 

Delegations Chief 
Executive 

Senior 
Manager 

Corporate 
Services 

Finance 
Manager 

Rates & 
Revenues 

Officer 

Payment plan to clear 30 June ✓ ✓ ✓ ✓ 

Standard repayment agreement ✓ ✓ ✓ ✓ 

Non-standard repayment agreement ✓ ✓ ✓  

Payment plan to clear up to 24 
months 

✓ ✓ ✓  

Payment plan to clear up to 36 
months 

✓ ✓   

Penalty remissions ✓ ✓ ✓  

Penalty suppressions (all) ✓ ✓ ✓  

Penalty suppressions (P1 suppressions 
for direct debits and rates rebates 
only) 

✓ ✓ ✓ ✓ 

 

7. REFERENCES AND RELATED DOCUMENTS 

DOCUMENT/LINK 
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LGSectorGoodToolkit  
 
A Local Government Sector Good Toolkit has been developed which includes legal compliance 
modules, and these modules are available to all member local authorities.  Rating, billing and 
collection processes are described in these modules, and should be regularly referred to when taking 
action to recover unpaid rates. 

Local Govt (Rating) Act 2002 (the Act) 
 
Sections 59 to 83 in the Local Govt (Rating) Act 2002 (the Act) pertain to the recovery of unpaid 
rates.  Section 62 provides that if a landowner defaults in payment, use first mortgagee provisions, 
provided this action is taken at least 3 months after people with an interest in the rating unit have 
been notified, and not earlier than 1 November of the subsequent rating year (overdue rates are 
from the prior financial year). 
 
Section 63 then provides that, where there is no mortgage, KDC can take legal action through the 
District Court if rates remain unpaid for 4 months after due date, and for consistency this policy 
recommends 1 November of the subsequent rating year.  The action through the courts can include 
the first instalment of current year as well. 
 
Section 64 provides for service of summons where the ratepayer is unknown, not in NZ, or cannot be 
found. 
 
Section 65 states that unpaid rates older than 6 years cannot be collected.  By implication this means 
that unpaid rates must be recovered before they reach this age, even if this requires using the 
harshest actions under the Act. 
 
Sections 67-76 then sets out the process to initiate Rating Sales, and sections 77-81 deal with 
abandoned land. 

Rates, Remissions and Postponement Policy  
 
KDC has a policy on rates remissions and postponement of rates (as part of its Long-Term Plan 2024-
2034) which contains specific conditions and criteria for: 
• Land protected for natural, historical, cultural or conservation purposes, 
• Land affected by a natural disaster, 
• Excessive targeted rates by water meter, 
• Māori freehold land, 
• Postponement of rates (no postponement is available under this policy) 
• Remission of penalties. 
The policy on remission of penalties provides for penalties to be remitted or suppressed.  Remission 
of penalties on late payment of rates may be made when it is considered fair and equitable to do so 
and may be used to facilitate the collection of overdue rates, but only where this is considered 
appropriate.  In almost all cases, penalties are an appropriate mechanism to incentivise payment of 
rates. 

8. DEVIATION FROM POLICY 

Once this policy has been implemented, any deviations from this policy can only be made with 
the approval of the Executive Team. Failure to comply with the requirements of this policy may 
be considered a breach of your employment agreement.

https://www.lgsectorgoodtoolkit.nz/welcome-to-the-lgsectorgoodtoolkit/
https://www.legislation.govt.nz/act/public/2002/0006/latest/DLM131394.html
https://www.kaikoura.govt.nz/repository/libraries/id:2i17fvyhr17q9scmy0d8/hierarchy/Council/Plans%2C%20Policies%20%26%20Reports%20%28NB%20all%20docs%20in%20folder%20direct%20linked%20to%20webpage%29/POLICIES%20%28NB%20Every%20doc%20in%20folder%20direct%20links%20to%20website%29/Rates%20Remissions%20and%20Postponement%20Policy


Appendix 1 
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