
 

 

 

AGENDA 

Supplementary Attachments 

Ordinary Council meeting 

Tuesday, 10 June 2025 

 

Date: Tuesday, 10 June 2025 

Time: 9.30am 

Location: Tauranga City Council Chambers 
Level 1 - 90 Devonport Road 
Tauranga 

Please note that this meeting will be livestreamed and the recording will be publicly available on 
Tauranga City Council's website: www.tauranga.govt.nz. 

Marty Grenfell 

Chief Executive 
 

http://www.tauranga.govt.nz/




Ordinary Council meeting Agenda 10 June 2025 

 

Page 3 

Order of Business 

11 Business ............................................................................................................................... 4 

11.1 Council Meeting 10 June 2025 - Attachments to Item 11.2: Ratepayer 
Assistance Scheme .................................................................................................. 4 

 

 



Ordinary Council meeting Agenda 10 June 2025 

 

Page 4 

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 ⇩   
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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



Ordinary Council meeting Agenda 10 June 2025 

 

Item 11.1 - Attachment 2 Page 9 

  



Ordinary Council meeting Agenda 10 June 2025 

 

Item 11.1 - Attachment 2 Page 10 

  



Ordinary Council meeting Agenda 10 June 2025 

 

Item 11.1 - Attachment 2 Page 11 

  



Ordinary Council meeting Agenda 10 June 2025 

 

Item 11.1 - Attachment 2 Page 12 

  



Ordinary Council meeting Agenda 10 June 2025 

 

Item 11.1 - Attachment 2 Page 13 

  



Ordinary Council meeting Agenda 10 June 2025 

 

Item 11.1 - Attachment 2 Page 14 

  



Ordinary Council meeting Agenda 10 June 2025 

 

Item 11.1 - Attachment 2 Page 15 

  

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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Shares Shares

Shares

Financing

Financing Financing
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11.7 Ratepayer Assistance Scheme 

File Number: A15267501 

Author: Frazer Smith, Manager: Strategic Finance & Growth 

Jim Taylor, Manager: Rating Policy and Revenue  

Authoriser: Paul Davidson, Chief Financial Officer  

  
PURPOSE OF THE REPORT 

1. To seek Council’s in-principle support for establishment of the Ratepayer Assistance Scheme 
(RAS), subject to commitment from other key stakeholders, final development and due 
diligence, and approve Tauranga City Council’s contribution of up to $600,000 (including 
$100,000 initially) to fund the final development 

 

RECOMMENDATIONS 

That the Council: 

(a) Receives the report "Ratepayer Assistance Scheme". 

(b) approve up to $600,000 unbudgeted loan funded development funding to support final 
development of the Ratepayer Assistance Scheme subject to: 

(i) total development funding of $3 million (including Tauranga City Council’s 
contribution) being committed from other local authorities and / or central 
government; and 

(ii) central government indicating its support for final development of the Ratepayer 
Assistance Scheme (including acknowledging the need for enabling legislation). 

(iii) That any funding contribution is recognised as part of the equity contribution 
referred to below in resolution (d)  

(c) Approve $100,000 unbudgeted loan funded expenditure to be available out of 
Tauranga City Council’s contribution to final development funding not subject to 
conditions a) i) and a) ii) above to enable the Steering Group to facilitate those 
conditions being satisfied.   

(d) note that total Ratepayer Assistance Scheme establishment capital is estimated at up 
to $25 million and that Tauranga City Council’s contribution of Ratepayer Assistance 
Scheme could be up to $5 million (20 per cent of total capital), subject to further 
approval by Council and the governing body of the entity.  

(e) Approve the inclusion of an additional $5m loan funded expenditure in the Long Term 
Plan subject to all conditions of the establishment of the Ratepayer Assistance Scheme 
being met. 

(f) note that total Tauranga City Council’s funding contribution to date and any further final 
development funding will count as establishment capital in the event it chooses to 
participate in the establishment of the Ratepayer Assistance Scheme 

 

 
EXECUTIVE SUMMARY 

2. Tauranga City Council along with a group of other metro councils, New Zealand Local 
Government Funding Agency (LGFA) and Local Government New Zealand (LGNZ) (the 
steering group) have developed a scheme (the RAS) that is able to provide very low-cost 
financing to ratepayers to support:  
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• existing local government policies that involve the LA effectively lending money to 
ratepayers (such as rates postponement and retrofit home insulation loans); 

• new, flexible funding products; and 

• new property improvement loans which provide public and private benefits. 

3. The RAS itself and the development process is based heavily on the LGFA, taking 
advantage of the benefits scale and specialisation. It would be: 

• off-balance sheet and be an operational organisation only with no discretion in what it 
could lend money for (which would be dictated by local authorities (LAs)  and central 
government); and 

• a flexible omnibus platform with multiple applications possible. The focus has been on 
- rates postponement (RP); deferred development contributions (DCs) and property 
improvement loans (PILs). 

4. Significant work has been undertaken developing the RAS by the steering group supported 
by Cameron Partners (project leadership and commercial advice), Russell McVeagh (legal 
advice on structure and operating requirements) and PwC (accounting and tax advice). While 
there are complex issues to address no insurmountable red flags have been raised. Among 
other things, the RAS will require establishment capital estimated of up to $25 million from 
central government and LAs and enabling legislation.  

5. Final development of the RAS requires in-principle support for the RAS from key 
stakeholders (Tauranga City Council and the other Steering Group Governing Bodies and 
central government), the enactment of enabling legislation from central government and the 
provision of development funding (estimated at $3 million in total and included in the $25 
million estimate above). 

6. With appropriate support from central government and other LAs it is estimated that the RAS 
could be established in approximately 12 to 18 months. 

BACKGROUND 

7. New Zealand is facing a range of challenges including the cost of living crisis, changing 
demographics (in particular the growing cohort of elderly New Zealanders on fixed incomes), 
the infrastructure deficit, the quality and health / safety of homes, the housing deficit, climate 
change impacts and decarbonisation of the economy.  

8. Tauranga City Council and other LAs have a critical role to play addressing these challenges: 

• as organisations delivering critical services and infrastructure; 

• by supporting ratepayers themselves to directly address the challenges that affect them; 
and 

• providing flexibility in the way ratepayers choose to pay LA charges to meet LAs’ funding 
requirements. 

9. In this regard, a group of metro councils (Auckland Council, Hamilton City Council, Tauranga 
City Council, Wellington City Council, Christchurch City Council), LGNZ and LGFA have 
formed a Steering Group to develop a scheme that is able to provide low-cost financing to 
ratepayers for approved purposes, including: 

• existing local government policies that involve the LA effectively lending money to 
ratepayers (such as rates postponement and retrofit home insulation loans), but doing it 
off-balance sheet; 

• new, flexible funding products; and 

• new property improvement loans which provide public and private benefits.  
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10. LAs, including Tauranga City Council, individually lack the scale and capabilities to 
administer these ratepayer loans efficiently and effectively, and generally, do not have the 
financial capacity to do so, given their constrained balance sheets. 

 

The Ratepayers Assistance Scheme (RAS) 

11. The RAS would be a national shared service available to all LAs. 

12. The RAS would be structured much like the LGFA to get the benefits of scale (see appendix 
for a diagram setting out its workings) – it would: 

(a) be a new entity, owned by LAs and central government (a council controlled 
organisation);  

(b) have the power to impose a ‘rate-like’ / levy charge ranking ahead of mortgages to 
ensure it gets repaid (enabling it to achieve a very high ‘government’ credit risk 
weighting – broadly in-line with the LGFA); 

(c) raise low-cost, long-term financing from the debt capital markets (through an out-
sourcing arrangement with LGFA) and pass this on to ratepayers at interest rates 
expected to be 1 – 1.5 per cent below standard mortgage rates;  

(d) be off-balance sheet for LAs; 

(e) undertake all the operational requirements associated with the ratepayer loans through 
an “IT heavy” platform (to minimise costs and benefit from economies of scale); and 

(f) be an operational organisation only with no discretion in what it could lend money for, 
which would be dictated by LAs and central government.  

13. The use of the RAS would be optional for qualifying ratepayers.  

14. The operations and processes of the RAS would be structured so that there is a seamless 
interface with LAs - ratepayers would access RAS loans through their LA.   

15. It is likely that LAs would include the RAS levy as an item on their rates invoices and act as 
collection agent. It is also likely that the RAS levy would rank equally with LA rates so the 
RAS would piggy-back on the LAs default/arrears processes. LAs would likely cover the 
administration costs incurred with these processes (in exchange for the benefits of being 
able to offer these arrangements to our ratepayers). 

16. The RAS levy would be reflected as a charge on the property title (as per a mortgage). Any 
charge on the title would be dealt with during the conveyancing process when a property is 
sold. 

Uses of the RAS 

17. The RAS would be a flexible omnibus platform and multiple applications are possible 
(essentially any loan to property owners that LAs / central government decide to make). 

18. To date the focus has been on three applications: 

(a) rates postponement (RP) 

(b) deferred development contributions (DCs) 

(c) property improvement loans (PILs) 

19. In principle, the RAS could also be applied to other property related taxes and imposts 
including Infrastructure Funding and Financing (IFF) levies and Value Capture Taxes (VCTs). 

Rates Postponement 

20. RP provides flexibility regarding the timing of payments for LA charges and could be a 
valuable tool for LAs and option for ratepayers given:   

• there is a major demographic change underway in New Zealand (increasing elderly 
population with fixed incomes); 
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• New Zealanders are facing cost-of-living challenges;  

• LA rates are increasing significant, 5 to 10 per cent per annum increases are not unusual; 
and  

• other charges (e.g. water levies, IFF levies and VCTs) are likely to increase over time. 

21. The RAS would make the equivalent payment to LAs upfront on behalf of the ratepayer and 
get repaid from the proceeds on the sale of the property.  

22. RP operates like a reverse mortgage but at significantly lower cost (negligible fees and 
interest rates ~4-5 per cent lower). There are two reverse mortgage providers in the New 
Zealand market, Heartland Bank and Southland Building Society.  

23. The Productivity Commission has recommended a national RP scheme and we understand 
that Grey Power supports the establishment of the RAS. 

24. Central Government’s rates rebate scheme (RRS) provides a direct subsidy of $60+ million 
per annum to 100,000+ ratepayers. We understand officials consider the scheme to be 
poorly targeted and that many users of the RRS could be candidates for RP, freeing the RRS 
for more appropriate beneficiaries.  

25. British Columbia (population c.5.2 million) in Canada has had a successful Property Tax 
Deferral Scheme for many years – with 74,500+ users, NZ.$2.1 billion in loans in 2022 (it has 
almost tripled in size from ~NZ.$739 million in 2016 and now includes ~3.5 per cent of British 
Columbia households). 

26. Many LAs already have RP policies in place with low uptake (although this is thought to be 
due to a combination of factors including low awareness, relatively high interest rates and 
“clunky” application processes). 

Deferred Development Contributions 

27. There has been significant inbound inquiry to LAs regarding alternative funding mechanisms 
to upfront DCs. 

28. The RAS could provide an alternative to upfront DCs by making the one-off payment 
required to LAs and converting it into a rate like charge against the property. The targeted 
rate would be paid by the future property owner(s) to the RAS via an annual charge over ~30 
years or alternatively fully repaid on sale of the property by the seller at the discretion of the 
buyer.  

29. It is expected that buyers will pay a lower price because of the rate they will have to pay over 
time. This is likely to have an impact on the developer that is equivalent to the cost of if the 
developer paid a DC. However, it will reduce the cashflow demands on the developer. It will 
be financed at lower cost than the interest a developer would get from a bank. Lower 
financing demands on developers will have a marginal positive impact on development. 

30. DCs in New Zealand total ~$600 million per annum (and it is expected that a large proportion 
of developers would take advantage of a deferred DC offering). 

Property Improvement Loans 

31. Current legislation facilitates LAs providing financing to ratepayers that can be repaid via 
voluntary targeted rates.  Tauranga City Council currently does not have any of these 
schemes in place, due to the high cost of administration and the relatively low take up 
observed in Council’s that have offered this service. 

32. In principle, PILs could be utilised to support a wide range of policy goals including: 

• improving housing quality – e.g. insulation, heat pumps, double glazing  

• developing infrastructure that mitigates the impacts of climate change – e.g. community 
seawalls, flood protection 

• supporting de-carbonisation efforts – e.g. solar panels, EV chargers, home batteries  
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• enhancing the health and safety of homes – seismic strengthening, chimney removal, 
septic tanks replacement, water storage tanks and waterway fencing  

Development to date 

33. Significant work has been undertaken developing the RAS by the steering group supported 
by Cameron Partners, Russell McVeagh and PwC. 

34. RAS development has been based on the establishment process for the LGFA which 
incorporates a number of stage gates - seeking to progressively identify key issues, confirm 
RAS viability and test interest from key stakeholders. 

35. The most recent stage completed has involved: 

(a) detailed financial analysis incorporating scenario analysis with assumptions based on 
objective data, precedents and expert input; and  

(b) legal, accounting and tax red flags review. 

36. To move forward requires support from Tauranga City Council, other key LAs and central 
government and funding commitment for the final development phase. While no firm 
commitment would be required at this stage (which would be subject to final due diligence) 
moving forward would be with an expectation of subscribing for shares in the RAS at its 
establishment.  

37. Given the level of development already completed it is thought that with appropriate support 
from LAs and central government that the RAS could be established within 12 – 18 months. 

Commercial analysis 

38. To provide insight, Cameron Partners has developed an operating model, detailed business 
case and built a comprehensive financial model analysing multiple scenarios based on 
objective data and input from Steering Group members (in particular LGFA), the British 
Columbia Property Tax Deferment Scheme team, and IT service providers (IT costs and 
system requirements). 

39. The scenarios analysed cover various combinations of RAS products and levels of uptake by 
ratepayers. 

40. The basic economics of the RAS are that it will generate a net interest margin of ~1 per cent 
(i.e. it will make loans to ratepayers at ~1 per cent above what it borrows at). Ultimately its 
net interest will need to cover its operating costs in order to breakeven (e.g. if operating costs 
are $5 million per annum the RAS requires a loan book of $500 million to breakeven). 

41. This can be achieved across all the products that the RAS offers and various data points 
support the RAS reaching breakeven in a relatively short timeframe (e.g. the British 
Columbia scheme has ~NZ.$2.1 billion in loans (growing at ~c.$250 million per annum); 
nationwide DCs total ~$600 million per annum; RRS supports >100,000 ratepayers). 

42. Based on the analysis reviewed, it is expected that the RAS will be able to generate a 
surplus and provide a strong return to its shareholders. The Base Case RP and Deferred DC 
scenario indicates breakeven after three years and initial equity fully paid back after six 
years. 

43. Funding from both central government and LAs will be required to capitalise the RAS at 
establishment.  

44. It has been assumed that c.$25 million will be required from founding shareholders. The 
proposed $25 million (which includes ~$3 million for the final development before share 
capital is subscribed for): 

• is a “catch all” amount (covering all transaction / establishment costs and initial operating 
losses before scale is achieved) on the basis that it is better to be over-capitalised rather 
than under-capitalised and need to go back to LAs for additional capital; and 

• is based on a RP and deferred DC scenario and is considered to be conservative.  
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45. The funding recommended through this report and any further development funding provided 
by Tauranga City Council (and other LAs) would count as establishment capital. 

46. The steering group (as sponsors and original funders) will be able to set the terms of any 
establishment capital to compensate those LAs providing early funding for the development 
risk being taken and to mitigate the “free rider” risk of other LAs delaying their commitment.   

47. Once breakeven is achieved surplus capital could be distributed back to shareholders. 
Analysis also indicates that large surpluses could be achieved and used to either: 

(a) provide returns to shareholders (the return on investment is potentially very high); and / 
or  

(b) reduce the interest rate charged to ratepayers even further.  

48. The establishment capital will be provided by all shareholders at establishment. There is a 
constraint on the investment of any single investor at 20 per cent of total capital (otherwise 
there is a risk that the RAS will be on-balance sheet for that investor) - so individual 
shareholders can take up to $5 million of the proposed $25 million capital.  

49. The actual amount invested will depend on individual appetite and level of interest from other 
LAs (Attachment B shows the breakdown of LGFA shareholders at establishment). 

50. As with LGFA there is merit in getting the widest shareholding spread possible to support 
uptake. Notwithstanding some members of the steering group have indicated a preference to 
limit the shareholders given the high potential returns and the investment / risk capital 
already put in by the current group warranting a preferential position. 

51. In addition to share capital the RAS will benefit from additional funding support from central 
government in the form of preference shares that are subscribed for / repaid as the RAS 
balance sheet changes in size (in much the same way as Borrower Notes work for LGFA). 

52. LAs will also provide limited joint and several guarantees in proportion to their ratepayers’ 
use of the RAS (based on the limited joint and several guarantee that LAs provide to the 
LGFA).  

Legal advice 

53. Legislation will be required to enable the RAS to have the powers to impose a “rate-like” levy 
and navigate Credit Contracts and Consumer Finance Act 2003 (CCCFA) issues. 

54. Russell McVeagh has advised that there are strong precedents for the required legislation 
provided by the LGFA and IFF respectively and consequently this won’t involve “breaking 
new ground” and that there is a strong case for CCCFA exemptions in regard to RP and 
deferred DCs (which is simply changing the timing of payment of LA charges).   

Accounting and tax advice 

55. PWC has identified accounting and tax issues that will need to be addressed / confirmed 
including off-balance sheet treatment, guarantees being recognised as liabilities, income tax 
exemption and potential technical RAS insolvency from an inability to recognise multi-year 
levies. 

56. PWC notes that none of the issues identified are considered insurmountable and would be 
resolved through an iterative process in final design / development. 

Climate Change Impact  

57. PILs would be approved for purposes that have both private and public benefits and could 
include climate change related policy initiatives (e.g. solar panels, home EV chargers, home 
insulation and window double glazing) and initiatives to mitigate the impacts of climate 
change (e.g. seawalls, retaining walls and other required infrastructure) 

STRATEGIC / STATUTORY CONTEXT 
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58. The RAS proposal has the ability to mitigate, for qualifying ratepayers, the ongoing impact of 
likely rates and DC increases as Council moves to meet increasing infrastructure, 
environmental and health and safety requirements. 

59. It is expected to provide additional choice to ratepayers in how they meet these obligations. 

60. There are no direct impacts on Council’s Funding and Financing Policies. 

OPTIONS ANALYSIS 

61. There are no significant options besides investing or not investing in the RAS.  We do note 
that the RAS has been under development for many years and Tauranga City Council has 
been a key supporter over that time.  It is not known when the opportunity to act may come 
again. 

FINANCIAL CONSIDERATIONS 

62. The RAS will be off-balance sheet and off-credit so there will be no balance sheet 
implications for Tauranga City Council from its ratepayers using RAS products. 

63. In principle, Tauranga City Council could transfer existing DC deferments to the RAS, 
potentially releasing ~$5 million for debt reduction and improving council’s debt to revenue 
ratio. 

64. Tauranga City Council would no longer require “in-house” capacity and capabilities to 
administer deferred DCs. 

65. Additional funding from Tauranga City Council will be required to support the further 
development and establishment of the RAS. In total ~$3 million across all funders is 
estimated to be required to complete development before a final decision to proceed with 
establishment is made. Total establishment capital is conservatively estimated to be $25 
million across all shareholders and could be structured so that this amount is repaid from any 
RAS surpluses and / or to provide an ongoing return on investment.    

66. The maximum quantum for an individual shareholder is limited to $5m and the amount will 
depend on the level of interest from other shareholders and Tauranga City Council’s 
investment appetite.   

67. Funding for the RAS is currently unbudgeted and would need to be funded from budget 
reprioritisation or additional debt.  This is proposed to be included in the 2024/25 LTP for up 
to $5M of RAS funding (less immediate funding).  This would be loan funded (as it is 
expected to transfer into equity). 

LEGAL IMPLICATIONS / RISKS 

68. The current stage gate in the RAS development process involves confirmation of central 
government and sufficient LA support to move to final development.  

69. Confirmation of sufficient support is expected to be an iterative process as LAs look for 
leadership from central government and the larger metros. 

70. It would be possible for Tauranga City Council to commit to a proportion of the up to $5 
million funding required for final development on certain conditions – e.g. central government 
support for legislation and sufficient funding being obtained from other LAs.    

Lack of demand  

71. To be economically successful and sustainable the RAS will require ratepayers to use it.  

72. Launching the RAS with both RP and deferred DCs as core products will maximise the 
likelihood of the RAS achieving breakeven in a reasonable timeframe. 

73. Central government and LAs will be able to influence demand through policy support and  
raising awareness of RAS products through websites, invoices etc. In this regard a wide 
spread of LA supporters is preferable. Longer term, word of mouth is expected to underpin 
awareness and normalise use of RAS products. 
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Loan defaults 

74. As with all financing arrangements there is risk of loan defaults.  

75. Notwithstanding, full recovery of ratepayer loans is almost certain due to minimum equity 
requirements, property insurance requirements and the “super senior” ranking of RAS levy 
charges.  

76. In addition, there are multiple safeguards in the RASs proposed capital structure and 
guarantee and liquidity arrangements to protect the RAS from default (in a similar manner to 
how the LGFA operates).  

Operating costs higher than forecast 

77. The most material cost item over which there is the greatest uncertainty is IT. 

78. Significant independent IT input has been received during the detailed development stage. 

79. IT procurement confirmation will be a key workstream during the next final development 
phase. 

Legislation 

80. Central government’s willingness to support the required legislation will be implicit in its 
support for the RAS in general. This is a critical stage gate before further development of the 
RAS would occur and funding would be required from Tauranga City Council 

CONSULTATION / ENGAGEMENT 

81. At this stage there is no specific consultation required or recommended. 

SIGNIFICANCE 

82. The Local Government Act 2002 requires an assessment of the significance of matters, 
issues, proposals and decisions in this report against Council’s Significance and 
Engagement Policy.  Council acknowledges that in some instances a matter, issue, proposal 
or decision may have a high degree of importance to individuals, groups, or agencies 
affected by the report. 

83. In making this assessment, consideration has been given to the likely impact, and likely 
consequences for:  

(a) the current and future social, economic, environmental, or cultural well-being of the 
district or region 

(b) any persons who are likely to be particularly affected by, or interested in, the Choose an 
item.. 

(c) the capacity of the local authority to perform its role, and the financial and other costs of 
doing so. 

84. In accordance with the considerations above, criteria and thresholds in the policy, it is 
considered that the decision is of low significance. 

ENGAGEMENT 

85. Taking into consideration the above assessment, that the issue is of low significance, officers 
are of the opinion that no further engagement is required prior to Council making a decision. 

NEXT STEPS 

86. Should Tauranga City Council approve the recommendations in this report, the next steps 
are: 

(a) Steering Group LAs confirm their support and funding for final development of the RAS 
on similar terms as approved by Tauranga City Council (although $ contributions could 
vary) 
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(b) Steering Group LAs approach central government (via the Steering Group) seeking to 
confirm its in-principle support for the RAS including a willingness to support the 
required legislation 

87. Assuming central government support is obtained: 

• the Steering Group commences final development of the RAS 

• Central Government commences (amongst other things) preparation of legislation 
required to enable the RAS 

ATTACHMENTS 

Nil 

Attachment A - RAS diagram 

Attachment B - LGFA shareholders at establishment 
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Attachment A - RAS diagram 

 

RAS – key stakeholders and workings 
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Attachment B - LGFA shareholders at establishment 

 

  

 

 

Shareholders Paid Shares Unpaid shares

NZ Government subscription 5,000,000$            

Auckland Council 2,000,000$            2,000,000$            

Bay of Plenty Regional Council 2,000,000$            2,000,000$            

Christchurch City Council 1,999,999$            2,000,000$            

Hamilton City Council 2,000,000$            2,000,000$            

Hastings District Council 400,000$               400,000$               

Masterton District Council 100,000$               100,000$               

New Plymouth District Council 100,000$               100,000$               

Otorohanga District Council 100,000$               100,000$               

Selwyn District Council 200,000$               200,000$               

South Taranaki District Council 100,000$               100,000$               

Tasman District Council 2,000,000$            2,000,000$            

Taupo District Council 100,000$               100,000$               

Tauranga City Council 2,000,000$            2,000,000$            

Waipa District Council 100,000$               100,000$               

Wellington City Council 2,000,000$            2,000,000$            

Wellington Regional Council 2,000,000$            2,000,000$            

Western Bay of Plenty District Council 2,000,000$            2,000,000$            

Whangarei District Council 800,000$               800,000$               

24,999,999$         20,000,000$         
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