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11 BUSINESS 

11.1 Council Meeting 10 June 2025 - Attachments to Item 11.2: Ratepayer Assistance 
Scheme  

ATTACHMENTS 

1. Risk Assessment - A18375607 ⇩  

2. Rates Assistance Scheme - A18375602 ⇩  

3. 2023 Council Report - Ratepayer Assistance Scheme - A18488158 ⇩   

CO_20250610_AGN_2757_AT_SUP_ExternalAttachments/CO_20250610_AGN_2757_AT_SUP_Attachment_13843_1.PDF
CO_20250610_AGN_2757_AT_SUP_ExternalAttachments/CO_20250610_AGN_2757_AT_SUP_Attachment_13843_2.PDF
CO_20250610_AGN_2757_AT_SUP_ExternalAttachments/CO_20250610_AGN_2757_AT_SUP_Attachment_13843_3.PDF
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RAS - risk analysis
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• We summarise remaining key risks + associated impacts, mitigants and residual risk ratings 

• The key risks are discussed on the following two pages and considered in two categories:

• Establishment phase – risks to successfully ‘standing up’ the RAS

• Operational phase – post establishment phase / on-going operational risks

Overview

RAS - risk analysis

2

1. RAS achieves credit rating materially below target

2. Central Govt not supportive 

3. Required legislation not passed

4. Fewer LAs than expected choose to ‘join’ RAS

5. Officer of the Auditor General (“OAG”) views RAS debt as ‘on 

balance sheet’ for LAs / Central Govt

6. CCCFA and AML exemptions declined 

Establishment phase – key risks 

1. Ratepayer uptake below forecasts

2. Major operating costs (especially IT) materially higher than forecast

3. Ratepayer loan defaults

4. Bond tender failure

5. IT security failure

6. Inflation

Operational phase – key risks 
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RAS establishment phase – key risks and mitigants

RAS - risk analysis during establishment phase

3

Risk Impact Mitigants Residual risk rating

RAS achieves a credit 

rating materially below 

target

• Increased RAS financing 

costs

• Conservative capital adequacy levels (set with reference to LGFA, S&P and RBNZ 

guidance)

• Comprehensive shareholder support (including guarantees, uncalled capital and DMO 

support); proximity to Central Govt 

• RAS liquid assets portfolio

• S&P shadow rating pre RAS formation

Low

Central Govt not 

supportive / required 

legislation not passed this 

electoral cycle

• RAS establishment not 

possible (or significantly 

delayed)

• Central Govt support will be required to move to establishment (the Governance Group 

will determine what level of assurance is acceptable) – stop / go decision in Q4 25

• Various key legislative ‘principles’ required for RAS (e.g. ‘taxation without representation’) 

already included in IFFA, LGBA

Medium

Insufficient LAs prepared 

to subscribe for RAS 

shares

• RAS establishment not 

possible

• Governance Group to decide whether to proceed to establishment and presumably will 

subscribe for shares

• Founding shareholders will enter into a Heads of Agreement prior to establishment

Low

Fewer LAs than expected 

choose to ‘join’ the RAS as 

members

• Reduced ‘addressable 

market’

• Positive LA sector feedback received to date

• Governance group LAs required to fund final development are expected to underpin 

market size (together representing >50% of NZ’s population)

• Marketing / awareness programme to highlight opportunity to LAs will be undertaken

• Membership requirements to be standardised and minimised 

• LAs able to join post establishment (as per LGFA experience)

Low

OAG / Rating Agencies 

view RAS debt as ‘on 

balance sheet’ for LAs / 

Central Govt

• Potential for material 

reduction in LAs’ debt 

headroom

• RAS may not be feasible

• PwC advice provides guidance to achieve ‘off balance sheet’ assessment for LAs / 

Central Govt shareholders

• Preliminary discussions with S&P suggests no issue with ‘off credit ‘ treatment

Low

CCCFA and AML 

exemptions declined 

• Moderate RAS opex 

increases 

• Potentially reduced ratepayer 

‘ease of use’

• Breakeven delayed

• Exemptions available to LAs already

• Russell McVeagh advice that CCCFA affordability test and AML exemptions are likely

• Margin contingency built into Business Case

Low

Establishment costs 

exceed budget

• Costs exceed committed 

funding 

• Additional equity required to 

fund initial operating losses

• Majority of development costs informed by advisor proposals

• IT system cost estimates informed by IT providers’ feedback

• Some advisors able to agree to fee caps

• 20% contingency factored into budget

Medium

1

2

3

4

5

6

6
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Risk Impact Mitigants Residual risk rating

Ratepayer uptake below 

forecasts

• RAS breakeven delayed

• Reduced social benefits

• LAs / Central Govt policy and marketing / awareness support will drive uptake

• Various data points support Business Case forecast uptake (discussed in Business 

Case) 

• Market testing possible during next stage of RAS development

• Ratepayer loan interest rates below private sector alternatives

• RAS specialisation / tailored IT system supports ‘seamless’ application process

Medium / High

Major operating costs 

(esp. IT) materially higher 

than forecast

• RAS breakeven delayed

• Independent review of IT system scope and cost estimates planned for next stage

• IT procurement will be completed pre RAS establishment (including confirming / 

contracting future IT cost drivers)

• Non-IT cost estimates supported by LGFA and BC Scheme precedent data + 

Governance group ‘Business Case team’ input / review

Medium

Ratepayer loan defaults

• Potential RAS financial 

distress

• Negative community 

sentiment towards RAS

• Full recovery of RAS ratepayer loans is almost certain. Individual ratepayer loan 

protections include: minimum property equity requirements; property insurance 

requirements; RAS levy charges rank (pari passu with rates); default recovery process 

alignment with LAs

• BC Scheme experience – very low default rates

Low

Bond tender failure

• Inability to refinance 

maturing bonds and / or 

new ratepayer loans

• RAS capital structure / external support – ensures RAS has very strong liquidity

• LGFA track record and management of RAS’s bond issuances) 

• RAS bonds expected to be RBNZ repo eligible (enhancing RAS bonds’ attractiveness 

in uncertain market conditions)

Low

IT security failure

• Financial loss

• Reputational risk – market 

/ LA sector

• IT consultant to be engaged

• Security capability / track record will be a key consideration in formal IT procurement 

process

Low

Inflation • Cost increases
• Inflationary environment is likely to support demand for RAS products and increase 

ratepayer loan size
Low

RAS operational phase – key risks and mitigants

RAS - risk analysis once operational

4

1

2

3

4

5

6
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Affordability, risk 
to development

Admin and impact 
on LA debt capacity
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Bank loan LA schemes

Admin burden and 
uses LA financing 

capacity

Govt subsidies

Reduced social 
benefits and policy 
objectives achieved 

Public sector vs 
private sector costs 

Expense and 
availability?
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Sell home Rates rebate Existing LA RP
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Shares Shares

Shares

Financing

Financing Financing
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