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Attachment 4 

GISBORNfoISTRICfc UNC L 2000)

GDC2000/371

18 July 2000

IHE CHIEF EXECTIVE 

GISBORNE DISTRICT COUNCIL

SUBJECT: NEW POLICY - RENT CALCULATION

Philosophical Back{!round 

Council staff have, for some time now, been reviewing all lease and licensing agreements in 

an attempt to establish a fee structure which is fair to all. Council’s land and buildings are 

assets, and while many of these assets may be held for the good of the public, Council 
still 

has a responsibility to manage its assets prudently. Council’s task, therefore, is to determine 
to what extent the assets are used entirely for the Public Good (in which case they should be 

paid for entirely by the ratepayer) and to what extent does a group [e.g. the lessee] 
derive a 

benefit which is greater than the public at large? If a benefit is gained, then it could be 
argued that the group using the facility should pay more than the average ratepayer 

- that is, 
more than just rates.

Discussion

Following consideration of the report dated 31 May 2000 at the meeting of the Policy 
& 

Resources Committee on 28 June 2000, we have given further consideration to factorising 

further elements such as: 
. Use of public money . Organisation membership size . Provision of land specifically for the lessee . VYhere the asset is shared with other organisations free of cost . VYhere the lessee’s use of public land confers no benefit greater than that of the 

general public . Ability to pay.

All of these matters were considered to be matters of "social policy" and therefore 
we 

abandoned consideration of this as a particular element. There is no expression of a Council 
Social Policy that could be applied and it would be inappropriate to attempt to formulate 

such. 

a large policy in this context. "Public Good" was also considered to be already covered by the 
above elements, particularly the benefit conferred and sharing the use of the lessee’s asset. 
"Restrictions on membership" were considered to be incapable of ~rimjnistration and would 

necessarily involve issues totally unrelated to the use of public land. Most if not all of 
the 

information required from the lessees in these considerations will have to be taken in good 
faith and obtaining this type of information from clubs and societies is fraught with delay.

. J



177 ,
It must be noted that most statutory powers for the use of public land are by way of lease. The nature of a lease is that it confers "exclusive possession" on the lessee which gives the lessee the right to exclude the landlord from the land as well as all others and confers a leasehold estate in the land which is a series of legal rights quite apart from the terms and 
conditions in the lease document itself. The fact that a lessee may allow the general public the use of the area leased or any part of it, is inconsistent with the very nature of a lease and 
can change the true character of the use of the land from a lease to a licence which has no exclusivity and no legal estate in the land. A licence is a right to use land in a manner that 
would otherwise be a trespass but otherwise confers no rights in the land.
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For most users a licence is all that is required but for those who require security of tenure 
because of investment in substantial improvements, or because the statutory authority itself is restricted to leasing only, the greater privileges and rights conferred by a lease could be 
expected to attract a price as part of the rent. We have not considered those factors but they should not be ignored in understanding the privilege of using public land.

It should be remembered that what is proposed is a rent calculation policy and not the actual 
rent calculations. The actual details of each lessee are not so important at this time. What is 
proposed is a policy in the method of determining rents. The determination of actual rents will require the specific information but will unreasonably delay the implementation of the 
policy were it to be done now.

Attached is a matrix showing the effect of these considerations on the policies already 
proposed. Some assumptions (which we believe to be realistic) have been made to check that the results were not unreasonable. One significant change to the policy proposed to date is that where land has been specifically provided for a particular lessee and/or use that the 
policy proposes a peppercorn rental.
Public Monev

This factor allows for the content of public funds in the income of the lessee. It makes no sense to counteract the effect of support from public funds by recovering part of that support in rents. As to what defines public funds, we suggest sources such as lo (il authority donations and Hillary Commission grants but not Lotto Board grants or Trustee Bank or private trust donations.

The factor would be the proportion that such public money bears to the lessee’s total income, so a reduction of the rent would be:

(PUbliC!UndS)X 100 
total income 1

Membership Size 

The theory is that organisations with smaller memberships are less able to sustain the policy rental. This does not presume the decision to grant a lease to a particular lessee but recognises that that decision already having been made, a lease is granted despite the small 
membership resource. For the urban area if the membership exceeds 50 - no reduction. In the rural sector if the membership exceeds 20 - no reduction, so the factor would be:

1 membership (100) th b - - as e case may e 50 1
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If the land was provided specifically for the use of a particular lessee or a specific use as a 
lessee (such as a kindergarten) the rental should be a peppercorn on the assumption that the 
exercise of a statutory power and the acquisition of a resource for tills type of use 
presupposes the merits of the case and the lessee should not be expected to pay for the 
privilege.

Sharin~ bv the Lessee of Their Asset

If the lessee shares the use of their asset with other organisations without a profit motive, then 
there will be a reduction based on the number of days in the year concerned:

number of days ( 100) 365 1

General Public Benefit

If the lessee receives no benefit from the lease above that of the general public, a maximum 
reduction of 10 % according to a subjective assessment on that scale so the reduction would 
be anywhere between 1 - 10%. For example, if a boating club leased land and built a boat 
ramp which would be made available to the general public without qualification (10%) with 
conditions or subject to a nominal fee (1 - 9%).

Abilitv to Pay

This would be measured by the proportion of the initial rent to the lessee’s income:

( rent ) 100 total income 1

General Comment

These reductions in the rent determined by the initial policy calculation will depend on the 
honesty, ability and willingness of the lessee to provide the required information. The 
resulting reductions should be sufficient to assure tills co-operation. These reductions will 
however be discretionary and subject to the lessee’s co-operation.

These factors are also biased in favour of lessees that are organisations such as clubs and 
societies or other forms of voluntary groups. Individuals may qualify on some factors but not 
likely on a combination or as many.
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To avoid complications as to ranking these factors we advocate that all reductions 
calculated on the initial rent as a constant.

The attached matrix illustrates the effect of applying these reductions to the initial rents likely 
under the initial policy proposal. Once again this is not an exact science and common sense 
may well dictate adjustments. It is a policy and not a rent calculation manual.

The recommendation is covered by the previous report of31 May 2000.
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Attachment 5 

(Co ncil Minutes 27 July 2000

16. NEW POLICY - RENT CALCULATION

(Report No GDC20001371)

A memo to His Worship the Mayor and Councillors from the Legal Administrator 

summarising the revenue receivable from leases and licenses, as at 19 July 2000, was 

tabled.

MOVED

THAT

by His Worship the Mayor seconded by Councillor Bauld

1. As a matter of policy, the method and system of calculating 

rents for the use of Council administered land within the scope 

of the reports (GDC20001323 and GDC2000/371) together with 
the matrix attached to Report No GDC2000/3 71, be approved 
and adopted.

2. The policy is recognised as not being cast in stone and that the 

final result of the policy will be varied as circumstances permit 

and require but that there will be no departure from this policy 

as a policy without prior Council approval.

3. \Vhere a leasiI1g proposal is required to be approved by the 

Council (such as leases of reserves) the report is to include the 

results of applying this policy and to specify any variation or 

departure therefrom that is considered either necessary or 

desirable or where there is an impasse with any prospective 

lessee.

4. Right of appeal in terms of applicatlon of this policy be referred 

to the Revenue & Audlt Committee.
Carri ed

17. GISBORNE MILLENNIUM CHARITABLE TRUST MANAGEMENT REPORT

(Report No GDC20001399)

MOVED

T I--L~ T
by Counclllor 13J.uld seconded by Councillor !-IJ.~1l’

The report be received.
Carried


