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1 WELCOME
2 COUNCIL BLESSING

“As we deliberate on the issues before us, we trust that we will reflect positively on the
communities we serve. Let us all seek to be effective and just, so that with courage, vision
and energy, we provide positive leadership in a spirit of harmony and compassion.”

| a matou e whiriwhiri ana i nga take kei mua i 6 matou aroaro, e pono ana matou ka kaha
tonu ki te whakapau mahara huapai mo nga hapori e mahi nei matou. Me kaha hoki
matou katoa kia whaihua, kia totika ta matou mahi, a8, ma te maia, te tiro whakamua me te
hihiri ka taea te arahi i roto i te kotahitanga me te aroha.

3 APOLOGIES
4 DECLARATIONS OF INTEREST RELATING TO ITEMS ON THE AGENDA

Notification from Elected Members of:

4.1 — any interests that may create a conflict with their role as an elected member relating
to the items of business for this meeting, and

4.2 — any interests in items in which they have a direct or indirect pecuniary interest as
provided for in the Local Authorities (Members'’ Interests) Act 1968

5 PUBLIC SPEAKING TIME FOR ITEMS RELATING TO THE AGENDA
6 MEMBERS’ BUSINESS

(@) Public Speaking Time Responses
(b) Leave of Absence

(c) Matters of an Urgent Nature (advice to be provided to the Chair prior to the
commencement of the meeting)

7 MAYOR'S REPORT

Nil
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8 REPORTS

8.1 SUBMISSION TO THE DEPARTMENT OF INTERNAL AFFAIRS ON THE FIRE AND
EMERGENCY NEW ZEALAND FUNDING REVIEW

Author: Brandy Griffin, Principal Advisor Research & Policy
Authoriser: Hamish McGillivray, Manager Research & Policy

PURPOSE OF REPORT

1 This report requests Council approval of the draft submission to the Department of Internal
Affairs’ Fire and Emergency New Zealand Funding Review (attached as Appendix 1 to this
report).

DELEGATION

2 Council has the authority to consider this matter.

BACKGROUND

3 Fire and Emergency New Zealand (FENZ) was established via the Fire and Emergency New
Zealand Act 2017, as an amalgamation of the former rural and urban fire authorities.

4 FENZ is the national body for all fire and emergency services in New Zealand. It provides
fire and emergency services 24 hours a day, seven days a week, from 652 fire stations
across New Zealand, and responds to incidents through a mixed model that includes 1,800
career fire fighters in concentrated urban areas, partnerships with other agencies, and
11,800 volunteers across New Zealand.

5 FENZ is mainly funded through a levy on insurance for commercial property, residential
property, and motor vehicles. The Government has commissioned the Department of Internal
Affairs (DIA) to undertake a review to consider whether there are more suitable funding
regimes.

6 The review of the FENZ funding regime will be carried out in two phases. Phase One (March
2019 to February 2020) will collect high-level information on various funding models; while
Phase Two (March 2020 onwards) will further assess specific options in order to select a
preferred funding model.

7 In December 2019, the DIA released the Fire and Emergency New Zealand Funding Review:
Consultation document (attached as Appendix 2 to this report). This consultation document is
part of Phase One, and submissions are due by 5 February 2020.

ISSUES AND OPTIONS

Issues with the current funding regime

8 For the 2020/21 financial year, the estimated primary expenditure for FENZ will be $617
million (p11). During this same time period, 52.3% of FENZ’s anticipated income will be
sourced from commercial levies, 33.4% from residential levies, and 8.1% from motor vehicle
levies. The remaining 6.5% will be sourced from Government contributions and other
revenue (additional government contributions and interest income).

9 As the consultation document notes, there are a number of benefits to the existing funding
model (p7). Those benefits include:

9.1 The current system is established and works well to fund FENZ;
9.2 People understand and are used to working with the current system;

9.3 Moving to a new system would involve some costs and risks, and a degree of
uncertainty;

ltem 8.1 Page 6
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10

11

12

13

14

9.4 Insurance levels are relatively stable year to year, although they can change over time;
and

9.5 Insurance, where available, generally reflects value (albeit this is not considered the
case for properties in the Wellington Region due to the higher perceived risks to natural
disasters following the 2016 Kaikoura earthquake).

There are, however, some limitations to the current system (p7). For example:

10.1 Property owners who do not insure still benefit from FENZ’s services, thereby “free-
riding” on those who do insure;

10.2 Levels of insurance are market-driven and can change over time, and do not
necessarily match the benefit that FENZ’s services provide;

10.3 Charging a levy on insurance increases the overall cost of insurance, which may stop
some people from getting insurance;

10.4 Levy systems can be complex to administer for insurers;

10.5 The complexity of insurance contracts can result in similar properties paying different
amounts; and

10.6 The commercial sensitivity of insurance contracts can prevent information about some
of these limitations being shared with the Government, which can make it hard to know
how significant these problems are based on the information available.

The Fire and Emergency New Zealand Act 2017 included some changes to the insurance-
based levy regime to update and modernise it. These changes will not go into effect until
2024, but even then, they will only be in place until a preferred funding regime is adopted

(p8).

Many international fire and emergency services have moved away from an insurance-based
model. For example, Queensland, South Australia, Western Australia, and Victoria have
moved to a property-value based model, with levies collected via local councils. Meanwhile,
Northern Territory funds its fire service entirely from Commonwealth funds.

The key question the Government is asking in this phase of the review is, how best to split
the cost of funding FENZ between those who would benefit (e.g. businesses and
households, urban, rural and remote communities, and motorists), given the different level of
benefit they receive from FENZ (p12).

It is important to note that the following are out of scope for this review:
14.1 FENZ expenditure;

14.2 FENZ operations;

14.3 Legislative settings not related to funding FENZ;

14.4 Funding arrangements for other emergency services; and

14.5 Funding FENZ predominantly through general taxation (p6).

Considerations of other funding models

15

The Fire and Emergency Act 2017 sets out the following funding principles:
15.1 A stable source;

15.2 Universal, so that costs are shared among all who benefit;

15.3 Equitable, so that the costs are commensurate with benefit;

15.4 Predictable; and

15.5 Flexible.
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16 The consultation document asks submitters to consider (i) whether there are any other
principles that need to be considered, and (i) which principles are the most important and
why.

17  The consultation document also seeks to summarise the benefits that businesses,
households and motorists derive from FENZ, and consider the funding options that might be
most appropriate for each group.

18 In a sub-section entitled ‘other potential sources of funding’, the document suggests that one
option might be for local authorities to provide support in order to reflect the wider benefits to
local communities (p15).

19 Lastly, the consultation document considers collection mechanisms. The document
suggests that, should a property-based approach be preferred, the levy could be collected
via local authorities.

Council’s draft submission

20 Council argues that affordability should be a key principle used to evaluate the various
funding regime options. In addition, Council strongly believes that the main source of funding
should be from general taxation, a funding model that should and can be very simple and,
presumably, could be implemented and initiated at low cost by the Inland Revenue
Department.

21  Council does not support a funding model based on property value and/or property use as
this does not satisfy all of the proposed funding principles and Council does not support an
additional arrangement whereby Council would be required to collect FENZ funding from its
ratepayers.

Considerations

Policy considerations

22  There are no policy considerations arising from this submission.

Legal considerations

23  There are no legal considerations arising from this submission.

Financial considerations

24  There are no financial considerations arising from this submission.

Tangata whenua considerations

25 Tangata whenua have not been involved in the development of this submission.

Strategic considerations

26 The wise management of public resources and sustainable funding of Council services is a
long term goal of Toitd Kapiti. Therefore, it is important that Council advocate for a funding
regime that will have a favourable impact on Council resources and funding.

SIGNIFICANCE AND ENGAGEMENT

Significance policy

27 In accordance with Council’s Significance and Engagement Policy, this submission on Phase
One of the review does not have any strategic or financial implications, does not have any
implications for mana whenua’s relationship with land and water, and there are no legislative
requirements to submit. Therefore, this matter has a low degree of significance under
Council’s Significance and Engagement Policy.
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Consultation already undertaken

28 No public consultation was undertaken for the development of this submission.

Engagement planning
29  An engagement plan is not required for this submission.

Publicity

30 Following the Council’'s approval, the final submission will be uploaded to the 'Submissions
we have made' section of the Council website.

RECOMMENDATIONS

31 That Council receives and approves the draft submission to the Department of Internal
Affairs’ Fire and Emergency New Zealand Funding Review, as attached as Appendix 1 to
this report.

APPENDICES

1.  Draft submission to Fire and Emergency New Zealand Funding Review §
2. Fire and Emergency New Zealand Funding Review: Consultation document § &
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30 January 2020

Fire Funding Review
Department of Internal Affairs
PO Box 805

Wellington 6140

Email: firefundingreview@dia.govt.nz

FIRE AND EMERGENCY NEW ZEALAND FUNDING REVIEW

1.

Kapiti Coast District Council supports the Government’'s commitment to selecting
a preferred funding model for Fire and Emergency, and appreciates the opportunity
to submit on the Fire and Emergency New Zealand Funding Review.

Fire and Emergency provides a crucial set of services to New Zealand, and it is
important that ample time is given for this review. With this in mind, Council
considers that the timeframe for the Phase One consultation is inadequate. The
consultation document was released in late November, and the submissions close
on 5 February. While a two-and-a-half-month consultation period would normally
be sufficient, the timeframe for this consultation is unsympathetic to the Christmas,
New Year, and Summer holidays. Over this time period, staff across most
organisations are on leave for sizeable periods of time, which means that many
organisations have not had sufficient time to adequately review and respond to the
consultation document. This is problematic for services as crucial as those
provided by Fire and Emergency New Zealand.

It is also important that a full range of funding options be considered. For this
reason, Council considers that ‘funding Fire and Emergency predominantly through
general taxation’ should be included in the scope of this review (p6). Council
contends that general taxation funding is one of the only options that meets all of
the principles set out in Chapter 4 of the Consultation document. This is discussed
further below.

What principles should be used to assess the options?

e Are there other principles the Government should consider?
e Which principles are the most important to you and why?

Council agrees that the preferred funding regime should be universal, equitable,
stable, predictable and flexible; however, Council notes that the consultation
document repeatedly refers to the importance of a ‘fair and affordable’ model, but
the principle of affordability is not carried through.

As an example, the document states:
The Government wants to ensure Fire and Emergency can continue to deliver

the fire and emergency services that New Zealanders need and expect. To do
this, Fire and Emergency must have a stable and secure funding model. At the

Item 8.1 - Appendix 1 Page 10
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6.

same time, the costs associated with this need to be shared in a way that is fair
and affordable for households and businesses (page 7, emphasis added); and

In looking for better ways to fund Fire and Emergency, the Government is
aware of the need to consider the costs in moving to a new system, both in
terms of how it is set up and administered, and in how affordable the new model
is for everyone (page 8, emphasis added).

Council contends that affordability should be added as an important principle for
assessing options, and argues that affordability is one of the most important
principles because the stability and predictability of the funding regime will be
undermined if New Zealanders simply cannot afford to pay, regardless of the
preferred funding model.

Businesses and households

10.

11.

¢ Do you agree with the summary of benefits to businesses and households?
Which option do you prefer and why?

What are the likely issues or challenges with implementing these options?
Is there another option or options the Government should consider?

Council agrees with the summary of benefits to businesses and households (page
13), but has a number of concerns regarding the three options proposed.

Insurance-based approach - While the consultation document identifies a number
of limitations to the existing insurance-based approach (page 7), Council would like
to offer two additional limitations. First, an insurance-based approach can have a
perverse effect in that it can incentivise some homeowners to underinsure their
homes. Second, an insurance-based approach will not be able to collect levies
from properties that are uninsurable, and this is becoming increasingly common for
properties at risk to natural hazards.! In particular, we are aware of many Body
Corporates in Wellington City either reducing their insurance cover or not re-
insuring due to the high cost of insurance for properties in Wellington City.

The discussion document states that the insurance-based approach is not
universal because only 85 to 87% of property is insured (page 13). If the number
of insurable properties continues to decline further, then the insurance-based
approach will not only continue to fail the universality principle, but also fail the
stability and equitability principles. So too will the affordability principle (suggested
above) fail should the status quo funding model be retained.

Property-based approach & property and use-based approach - As the discussion
document states, a number of jurisdictions overseas are shifting towards a
property-based approach or a property and use-based approach.

While there are clearly some benefits to a property-based approach or a property
and use-based approach, there are also three limitations we would like to raise.

! For example, in an April 2019 report by Radio New Zealand, climate economist Belinda Storey stated
that insurers are well aware of the risk posed by coastal hazards, and are already signalling those risks
by increasing premiums or retreating from insurance altogether. See: Mulligan, Jesse. “Oceans
advance, insurers retreat.” Afternoons with Jesse Mulligan, 30 April 2019. Retrieved from
https://www.rnz.co.nz/national/programmes/afternoons/audio/2018692923/coastline-concern-insurance-

costs.
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12.

13.

14.

15.

Firstly, on the surface a property-based approach might appear to be more
universal, equitable, and stable than an insurance-based approach; however, a
property-based approach is unlikely to pass the affordability test because many
property owners will experience this as an additional cost, and this will be especially
unaffordable if they are currently underinsured or uninsured due to the high cost of
insurance.

Secondly, on a more practical level, if the allocation of cost is required to be based
on property use, it may be more difficult for all councils to maintain accurate
information because property use may not be a factor in setting their current rates.

Thirdly, because the most likely collection mechanism would be for local authorities
to collect this charge as a rate, local authorities would be held accountable for what
is likely to be perceived by the property owners as “unaffordable rates increases”
and/or “little to no value for money”. As LGNZ note in their submission, collection
by local authorities “diminishes public accountability and scrutiny as business and
householders are unlikely to distinguish the relative share of their property taxes
going to their council from FENZ. Any concerns people have about the level of
property taxes will inevitably be raised with the local authority, not FENZ".

An alternative option, simply funding from general taxation (by way of a fixed
charge per household, for example) would best meet all of the funding principles.
Council urges the Department of Internal Affairs to remove this exclusion from the
scope of this review, and consider this as a funding option.

Motorists

16.

17.

18.

e Do you agree with the summary of benefits to motorists?

Which option do you prefer and why?

What are the likely issues or challenges with implementing these options?
Is there another option or options the Government should consider?

Council agrees with the summary of benefits to motorists (page 14). In regards, to
the proposed options, Council questions whether the vehicle licencing-based
approach is equitable as the consultation document suggests (page 14). Clearly
there are non-vehicle owners who benefit from Fire and Emergency’s transport-
related services, even if the percentage is small.? This means that the vehicle-
licensing based approach, in particular, would place a slightly disproportionate
share of costs on vehicle owners. For this reason, Council maintains that an
alternative option of simply funding from general taxation would best meet all of the
funding principles.

Other potential sources of funding

¢ What do you like or dislike about these options?

¢ What are the likely issues or challenges with implementing these options?
¢ Is there another option or options the Government should consider?

Council has made clear in this submission that it strongly believes that the main
source of funding should be from general taxation, a funding model that should and
can be very simple and, presumably, could be implemented and initiated at low
cost by the Inland Revenue Department. This should be in addition to Crown_direct

2 The LGNZ submission refers to this as “generic public benefit”.
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contributions and/or Fire _and Emergency charging for some services (e.g.
nuisance charges for repetitive false call-outs).

19. The Council does not support local authority contributions because this would need
to be rates funded, again bringing back the arguments already discussed in
paragraph 12 above.®

20. In addition, since the Fire and Emergency New Zealand Act 2017 absorbed rural
fire authorities into Fire and Emergency, local authorities no longer have a direct
role in fire and emergency services, which weakens the argument for local authority
contributions.

Collection mechanisms
e Which option do you think is the most suitable and why?
e What do you like and/or dislike about the different collection mechanism
options?

21. Once again, Council maintains that Fire and Emergency should be primarily funded
from general taxation via the Inland Revenue Department.

Conclusion

22. Council supports Government’s commitment to reviewing and selecting a principle
based funding model for Fire and Emergency services.

23. Moreover, because there are wide benefits for local communities from FENZ, this
review provides an opportunity for local and central government collaboration so
Council would be keen to discuss this submission directly with the Department of
Internal Affairs at a mutually convenient time.

24. Thank you once again for the opportunity to submit on this review.

Yours sincerely

K (Guru) Gurunathan
MAYOR

3 Kapiti Coast District Council discussed the issues of rates affordability and council debt limits at length
in our submissions to the Productivity Commission’s Local Government Funding and Financing Inquiry.
Those two submissions can be found online at https://www.kapiticoast.qovt.nz/media/36433/kcdc-
submission-on-lg-funding-and-financing_26-sept.pdf, and
https://www.kapiticoast.govt.nz/media/29909/190315-submission-to-productivity-commission-on-local-
government-funding.pdf.
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Fire and Emergency New Zealand Funding Review - Consultation document
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Fire and Emergency New Zealand Funding Review - Consultation document

Message from Hon Tracey Martin

Minister of Internal Affairs

Fire and Emergency New Zealand is a relatively new organisation, being

an amalgamation of the former rural and urban fire authorities and the
national body for all fire and emergency services in New Zealand. Since it
was established in 2017, New Zealanders have started to see the benefits of
a unified fire and emergency service.

The coordination involved in the Tasman wildfire, which saw Fire and
Emergency deploy firefighters and equipment from the length and breadth
of the country, is a good example of the strength of the new organisation.

When | became Minister in 2017, Fire and Emergency was less than six
months old and in the process of preparing to set a new levy under the
provisions in the Fire and Emergency New Zealand Act 2017. It was apparent
to me that there were some issues with the new levy model and that some
property owners were facing substantial possibly unfair levy increases.

In initiating a review of the funding model for Fire and Emergency, while its current funding is set and level of
reserves are strong we have an opportunity to take a clean-slate approach to funding this new organisation
rather than simply stick with the model we've had histarically.

The services that Fire and Emergency provides are essential to the ongoing safety of New Zealanders. That

is why it is important for the Government to ensure that the organisation has a stable and secure source of
funding both in the short and long term. At the same time, we want to ensure that the funding regime reflects
costs, benefits and peoples’ ability to pay.

The purpose of this review is to see if there are more suitable options for funding Fire and Emergency than

the current levy on property insurance. We are taking a fresh look at the options and talking to a wide range of
people and organisations to ensure we understand both the benefits and challenges in any potential funding
model. We want to hear what you think about the best way to fund our fire and emergency services.

Hon Tracey Martin
Minister of Internal Affairs
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Fire and Emergency New Zealand Funding Review - Consultation document

Executive Summary

Fire and Emergency New Zealand provides fire and
emergency services 24 hours a day, seven days a
week, from 652 fire stations across New Zealand.
Fire and Emergency responds to incidents through a
mixed model that includes 1800 career fire fighters
concentrated in urban areas, 11,800 volunteers all
over New Zealand, and through partnerships with
other agencies.

Fire and Emergency is mainly funded through alevy
on commercial and residential property, and motor
vehicle insurance. Internationally, there is a growing
trend to move away from insurance-based funding
models for fire and emergency services. This is likely
due to the inherent limitations of insurance-based
approaches.

The Government is reviewing how Fire and
Emergency is funded to consider better ways to
fund such an important organisation so that it can
remain responsive and fit for purpose in future. The
Government is interested in:

« your views on ways to fund Fire and
Emergency;

« understanding the value New Zealanders
receive from Fire and Emergency; and

« how to best share Fire and Emergency’s costs
between those who benefit.

The first phase of the review is about collecting
information. This feedback will be used to develop
a preferred approach for Cabinet consideration.
Any changes will take time to implement. We will
be consulting again in in phase two of the review
on the impacts on businesses and households. We
want to ensure the system is fair and affordable for
everyone.

This review is only considering the funding options
for Fire and Emergency. Itis not considering wider
changes to the Fire and Emergency Act, Fire and
Emergency’s structure, nor funding options for other
emergency services such as ambulance services. Fire
and Emergency’s existing funding arrangements will
remain in place during the review.
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Fire and Emergency New Zealand Funding Review - Consultation document

Chapter 1:
Background and
scope of review

We want to hear from you

The Government is reviewing the way Fire and Emergency
New Zealand is funded. We want to find out whether there
are more suitable options than the current approach,
which is based on a levy paid on insurance contracts.

Background

The Fire and Emergency Act came into force in July 2017.
It established Fire and Emergency from the amalgamation
of the former New Zealand Fire Service Commission, the
National Rural Fire Authority, twelve enlarged rural fire
districts and 26 territorial rural fire authorities.

Fire and Emergency is almost entirely funded by a
transitional levy on property insurance. The transitional
levy continues much of the levy regime that funded the
New Zealand Fire Service Commission under the Fire
Service Act 1975, with an increased levy rate to fund the
transition to a unified organisation, and to reflect Fire
and Emergency’s new functions. Under the Fire and
Emergency New Zealand Act as it currently stands, the
current regime will apply until 1 July 2024.

Alevyis:

A charge imposed on a group of individuals or
organisations (e.g. an industry) as a proxy for
the individuals or individual organisations who
directly receive or would benefit from the good,
service or regulation.

An updated and modernised insurance-based levy regime
is authorised under the Fire and Emergency Act and

will come into effect on 1 July 2024 if no other action is
taken. While the funding regime was reviewed as part of
the reforms that led to this new regime, the only options
considered at that time were variations on the existing
insurance-based model.

Purpose of review

The purpose of the review is to identify whether more
suitable options exist for funding Fire and Emergency
than an insurance-based levy. The Government has

commissioned the Department of Internal Affairs
(DIA) to undertake the review under the direction
of the Minister of Internal Affairs. The Government’s
objective is to ensure that Fire and Emergency can
continue to deliver the fire and emergency services
that New Zealanders need and expectinto the
future.

The review is working within the existing principles
setoutin the Fire and Emergency Act. These
principles state that Fire and Emergency’s funding
should be Stable, Universal, Equitable