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	The information within this section of the Resource Manual should be seen as a set of ideas and potential methods for councils to promote greater sustainability within the residential built environment. It is not specifically a toolkit; however, it does offer a wide range of case studies and approaches that could be applied by other councils.


Economic tools could be employed to encourage sustainable housing choices in a variety of different council operations.  The options identified here are:

· Development contributions remissions
· Financial contributions remissions
· Fee reductions and waivers

· One-off grants and subsidies

· Loans 
· Raising funds and co-funding

The development of economic tools is closely regulated by the Local Government Act.  Incentives have to be able to demonstrate public benefit, such as reduced load on infrastructure.  A transparent assessment of the distribution of benefits is important to ensure any economic provisions are robust and defensible.

To be effective, economic tools also need to be: 
· Well publicised

· Easy to access 

· Substantial

· Worth the effort for the developer/builder  
Pros: The range of economic tools offers different solutions for councils’ different needs.  They can be applied for new construction and for retrofits of existing homes, and have been identified by homeowners as a preferred mechanism of council support
.  Research for the Warm Homes Project
 identifies that publicly funded programmes can stimulate demand for new technologies, generate a flow of business activity, and also raise awareness in other households through associated programme promotions and word of mouth.  As sustainable homes become more of a priority for communities, (for example, due to increased public awareness and new regulatory requirements) it may become possible to introduce economic tools to address a wider range of issues. 

Cons: To date, most economic incentives have had a low uptake rate.  Many of the one-off grants and subsidies are available only to certain sectors (e.g. low income households), and are constrained in their focus (e.g. energy retrofits).  Research for the Warm Homes Project suggests that “limited forms of incentive can’t cater for a wide range of needs, and may increase public costs.” 
  The cost of sustainable building can be high, and the level of funding available to incentivise sustainable choices may not be sufficient to act as a real incentive (as opposed to a reward for people who would have made the sustainable choice anyway).  It may be difficult to provide an adequate evidence base to meet the legislative requirements needed to introduce more extensive economic tools.
Scope

Based on the range of initiatives already in effect, the greatest scope for economic tools to promote sustainable housing would appear to be in the areas of water, energy and indoor environment quality. 

Water

Councils have a direct role in providing water, and a responsibility to ensure services are efficient and sustainable.  Water infrastructure and services can make up as much as 30% of a council’s annual expenditure.  Reducing household demand could generate significant financial savings for councils through a reduction in spend, and savings from deferring the need to invest in significant new capital projects. 

	Waitakere City Council’s Water Demand Action Plan
 models potential financial savings if the council could reduce total domestic demand by 25% over a 20-year time horizon achieved primarily through encouraging far greater use of rainwater tanks.  This emphasis has been broadened in practice to focus on dual flush toilets and other water efficient technology.


Energy and indoor environment quality

Regional councils’ responsibility for meeting the National Environmental Standards for Air Quality (NES) provides a strong basis for using economic tools to fund initiatives to upgrade home heating.  The NES sets a limit of 50 micrograms of PM10 (fine particulate matter that is less than 10 microns in diameter) per cubic metre of air (averaged over 24 hours).  Burning wood and coal for home heating is the main source of PM10 pollution in most urban areas in New Zealand.  From 2013, regional councils will be unable to issue any more air discharge consents for airsheds where the NES is exceeded more than once a year.  This could have significant economic effects for communities. Environment Canterbury, Nelson City Council, Otago Regional Council, and Environment Bay of Plenty have all responded to this risk by introducing economic incentive programmes to replace open fires and old wood burners with new efficient and clean home heating devices.  This has consequential benefits for both energy use and indoor environment quality. 

Basis for action 

Section 101 of the LGA requires councils to manage its finances “prudently and in a manner that promotes the current and future interests of the community.”  Expenditure needs must be identified and provided for within the LTCCP.  The primary factor that councils must consider is whether their spending on any given programme is a justified use of council funds.  Section 101(3) states:

101(3) The funding needs of the local authority must be met from those sources that the local authority determines to be appropriate, following consideration of,—

(a) 
in relation to each activity to be funded,—

(i) 
the community outcomes to which the activity primarily contributes; and

(ii) 
the distribution of benefits between the community as a whole, any identifiable part of the community, and individuals; and

(iii) 
the period in or over which those benefits are expected to occur; and

(iv) 
the extent to which the actions or inaction of particular individuals or a group contribute to the need to undertake the activity; and

(v) 
the costs and benefits, including consequences for transparency and accountability, of funding the activity distinctly from other activities; and

(b) 
the overall impact of any allocation of liability for revenue needs on the current and future social, economic, environmental, and cultural well-being of the community.

The reasons for offering an economic incentive (or remission) must be clearly stated and the justification must take into account the impact on individuals, council, and the community.  While councils have a level of discretion when weighing up the public good of a sustainable initiative against the sectors of the community that are required to pay for it, it is important to link the initiative to the benefits it distributes.

The distribution of benefits between the community as a whole, any identifiable part of the community, and individuals (section 101(3)(a)(ii) is a particularly important test when it comes to sustainable housing programmes.  This is because many of the measurable benefits of sustainability initiatives often accrue to the individual as opposed to the community.  For example, in the case of solar hot water heating it is relatively simple to measure the individual benefits of reduced water heating costs.  Other benefits experienced by the wider community, such as reduced energy consumption and greenhouse gas emissions, conservation in energy production, transmission and consumption, are considerably more difficult to measure.
	In Neil Construction Ltd v North Shore City Council [2001]
, the High Court emphasised that councils must consider the five factors in section 101(3) when allocating costs between sectors of the community.  The Court stated that s101(3) is a “critical filter” by which “funding sources in respect of each activity must be considered and determined”.  In addition, the Court held that councils must satisfy themselves as to the overall impact of each funding source determination on the four well-beings.  




Barriers

de Blaauw and McGregor
 identify three key impediments to implementing economic tools:

1) Legislative barriers: particularly in being able to adequately demonstrate the community-scale benefits of house-level activity or, in the case of development contributions, how the initiative mitigates the infrastructure requirements that councils must meet as a result of growth.  de Blaauw and McGregor identified an inconsistent approach across incentives currently in place, with only limited consideration of section 101(3) and the legal and policy frameworks that should underpin economic tools.

2) Acceptance barriers: accepting that promoting sustainable housing is council business and should be funded by ratepayers, particularly where the initiatives are different from traditional council activities, and where some of the benefits go directly to the occupants of individual homes.
 

3) Lack of uptake: Uptake has been low for some of the incentive schemes already in place (e.g. consent fee rebate schemes).  De Blaauw and McGregor suggest two main factors in play: the threshold of the financial incentive is not high enough in monetary terms to be a real incentive and/or potential recipients are not aware of the incentive.

Responses 

Councils can ensure greater uptake of economic tools by: 

4) Promoting them in ways that are meaningful to prospective applicants

Without promotion, potential consumers may be unaware of the existence and benefits of an economic incentive.  The Clean Heat Project in Canterbury is a good example where an increase in available information about the project, promotion and marketing led to demonstrable increase in the uptake of the incentive. Communicating in terms that are meaningful to homeowners is also important. 
For example, the Environment Canterbury Clean Heat Programme focused on the message that people would get warmer, more comfortable homes (and solve the air quality problem at the same time). Increased public awareness and acceptance led to a higher than anticipated level of uptake. Community leadership and enthusiasm was also an identified factor in encouraging uptake in relation to clean heat programmes in both Nelson and Canterbury.

5) Increasing the threshold of the incentive in monetary terms 

Is the amount of money sufficient to act as an incentive, particularly in relation to the cost of the sustainability measure? For example, waiving consent fees for installation of solar hot water can be an important signal of a council’s support for that choice, but is relatively minor compared to the actual cost of purchasing and installing such a system. 

6) Making them easy for applicants to access 

The time it takes to apply for an economic incentive is another form of cost on the applicant. Eligibility criteria need to be clear and quickly understood, and paperwork kept to a minimum. 

7) Targeting the right market 
Is the tool targeted at those households where it will really make a difference?  Are the thresholds for eligibility set at the right level? Some programmes have lifted their eligibility criteria to include middle income households, who — with a little support — are more able to make the desired kinds of home improvements. There may be other examples where eligibility is better determined by location, or by house typology. 
8) Aligning local government incentives with central government incentives and frameworks 

Offering incentives at a local level that leverage off central government initiatives can add strength to a sustainability initiative.  Alignment will lead to greater national level consistency, thereby opening the opportunity to greater benefits on a wider scale.  For example, Nelson City Council now receives Energywise subsidies from the EECA towards the costs of borrowing associated with the “Pay as you Heat” scheme.  Areas such as solar water heating may also benefit from alignment between central and local government initiatives.

Development contributions remissions

Councils are empowered to require development contributions under section 198 of the LGA, when:

· a resource consent is granted under the RMA

· a building consent is granted under the Building Act

· an authorisation for a service connection is granted (that is, physical connection to services provided by, or on behalf of, a territorial authority) 

The purpose of development contributions is to help recover some of the costs of growth associated with increasing the capacity of the city’s or district’s infrastructure.  Development contributions are used to provide for reserves, network infrastructure and community infrastructure (section 199).  This includes, for example, infrastructure for stormwater, community facilities, open space and transport.  
The levying of a development contribution must be directly related to the growth of the community.  This means that development contribution remissions require additional quantitative analysis over and above the qualitative justifications required under section 101(3) of the LGA.  

	Growth assumptions and sustainability
A development contributions policy must be prepared (under section 102(4)(d)), and must include (under section 201):

· an explanation of, and justification for, the way each development contribution is calculated

· the significant assumptions underlying the calculation of development contributions, including an estimate of the potential effects, if there is a significant level of uncertainty as to the scope and nature of the effects.

House-level sustainability initiatives, such as water metering and demand management programmes, can have a direct impact on how development contributions are calculated — reducing the projected load on infrastructure (as determined in WASSAs and LTCCPs) and therefore reducing the level of investment required. There is scope for further work to understand how changing assumptions about household demand for services could generate community-scale savings. 


It is important to note that while development contributions are levied on specific developments, the revenue from these is spread across infrastructure projects throughout the community, not solely in an isolated area.  Where a remission on development contributions is offered for a sustainability initiative, the initiative itself must mitigate the need for additional council-provided infrastructure as a result of growth.  Where the benefits of a sustainability initiative accrue primarily to an individual, as opposed to the community as a whole, this will not be sufficient to justify offering a development contribution remission. 
Where the benefits of the sustainability initiative can be shown to mitigate the costs and effects of growth in the community, a remission may be justified.  For example, Auckland City Council provides remissions on development contributions when a developer installs a rainwater tank on the property (see below for further discussion).  In this case, the justification is that the rainwater tank reduces the demand on the council to provide stormwater infrastructure by reducing the discharge load on the public stormwater system. 
	Examples

	Auckland City: Rebates for Rainwater Tanks

Auckland City Council’s 2008 Development Contributions Policy (section 8.14.1) provides for rebates of development contributions for rainwater tanks, for purposes of water conservation and stormwater attenuation.  Stormwater charges are set at $3,974 per Household Equivalent Unit (HEU).  The policy offers partial remission of $1,000 for households with a rainwater tank.  A 44-page Manual for Development Contribution Rebate Programme for Rainwater Tanks (Stormwater) sets out the rationale for rebates in greater detail, and interestingly places as much emphasis on re-use and conservation of water as it does on benefits to the stormwater network:

Re-Use:

· Encourages the wise/sustainable reuse of water resource

· Matches the conservation ethic promoted by Metrowater and Watercare

· Provides tank-owners with savings on Metrowater water and wastewater charges

· Assists, albeit only to a minor degree, in delaying the need for capacity increments in the Watercare water supply headworks system

Attenuation/Treatment:

· Matches the modern international stormwater management practice of achieving “at source” control

· Reduces the discharge load on the public stormwater system (i.e. important in areas where there are capacity issues with the City’s existing system)
· The tank traps sediment which accumulates on the roof, thereby reducing the sediment/contaminant loading on the receiving environment


	Auckland City Council’s 2009 Development Contributions Policy for the 2009–19 LTCCP, currently under consideration, raises the stormwater development contribution to $4,875 (plus GST) per Household Equivalent Unit.  In what could be a substantial incentive for multi-unit developments, it also includes explicit guidance that no stormwater development contributions will be assessed in respect of developments which can be demonstrated as having zero on-site impact on the public stormwater network:

8.2.5 Zero stormwater impacts

· Where a development is shown to generate zero additional impact on the public stormwater network, even under extreme storm conditions, then no development contributions for stormwater will be assessed on that development.

· Where a developer requests a special assessment ... on this basis, that request must also identify a suitable mechanism for ensuring that the impact will remain at zero in perpetuity. 

Council’s evaluation of the proposal
 suggests that this situation could arise where:

· existing non-residential buildings are being converted to residential, creating no additional impervious surface area, or 

· there is complete on-site mitigation or drainage to sea and the developer can demonstrate that the increase in impervious surface area on the site will not result in any additional stormwater run-off entering the public stormwater network, even during significant storm events.

	Waitakere City: Remissions under Tool for Urban Sustainability Code of Practice

Waitakere City Council, in conjunction with the Sustainable Management Fund, has developed the Tool for Urban Sustainability Code of Practice (TUSC).This web-based rating system
 measures the extent to which a new building or other development, whether greenfields or infill, minimises demand on infrastructure. 

The tool recognises sustainability features such as recycled water, rainwater tanks, water saving showerheads and taps, planting of native trees and shrubs landscaping, increased site density to promote sustainable development and transport demand management, heat pumps or solar water heaters, gas space heaters, roof eaves, awnings, and wall and ceiling insulation.

Where applicants can demonstrate an improvement in their rating, compared against the rating of a “standard”2005 HEU, they can seek a development contributions remission of up to $2,000 (see Table 10).  

TUSC Rating Improvement
Remission per HEU
10%
$500
20%

$1,000

30%

$1,500
40%

$2,000

Table 10: Development Contributions Remissions under TUSC


Financial contributions remissions
Section 108 of the RMA enables councils to collect financial contributions from developers to avoid, remedy or mitigate the adverse environmental effects of a development.  Expenditure of financial contributions can only be done within the purposes for which they were collected.  For example, contributions may be made to provide funds to protect or restore water quality, to contribute land for the purpose of mitigating the adverse effects of land use activities or discharges on water quality, to provide measures to mitigate or remedy the adverse effects of discharges of stormwater and associated contaminants, or to undertake investigations of historic sites. 

Remissions on financial contributions, or a waiver of the requirement for financial contributions, will only be justified where the sustainability initiative mitigates the adverse environmental effects of the particular development.
Financial contributions are more limited in scope than the development contributions, and can be harder to administer. For example, financial contributions need to demonstrate an environmental effect, whilst development contributions can more proactively plan and fund infrastructure provision. Financial contributions are subject to appeal in the Environment Court, whereas development contributions can only be challenged on points of law in the High Court.
 As more councils move to replace their financial contributions provisions with a development contributions policy, innovation with this economic tool to promote more sustainable homes is not expected.

	Example

	Rodney District Council has levied financial contributions under its District Plan (note that these provisions are about to be repealed and replaced with a Development Contributions Policy under the Rodney District LTCCP). The financial contributions provisions include an allowance for the reduction of money contributions payable for water supply where on-site measures mean there will be a lower than normal water supply required, and similarly for stormwater where there will be a lesser volume of discharge.

Rodney District Plan Rule 22.11.5.1

Reduction Criteria

The Council shall give consideration to whether a reduction of a financial contribution is appropriate and may charge less than the maximum amount determined in accordance with Rules 22.11.2 and 22.11.3. In considering whether to reduce the financial contribution and the amount of such a reduction, the Council will use the following criteria:

(a) The likelihood that the activity will not require to be connected at any stage to the public water supply system and will have no adverse effect on that system.

(b) The extent to which the scale or nature of the activity, or measures to be taken on the site, will result in a smaller quantity of water supply being required per unit than that normally associated with a “household unit” or “household unit equivalent” as the case may be.

(c) The extent to which changes in the activity carried out on “site” may occur without the need for a further resource consent. 
(d) Any other particular circumstances in relation to the proposed subdivision and/or development which the Council considers a fair and reasonable justification for a reduction.


Pricing and charging regimes

Councils can recover the costs of providing services to households through fees and charges. These fees and charges can be set in ways that encourage more sustainable homes, particularly as it relates to waste collection and water supply.

Pricing of waste collection (e.g. charging for refuse bags) can encourage greater sorting of waste and recycling. Volumetric charging for water (via metering) raises awareness of water use and the value of water with customers. Beacon has identified metering as a top priority for implementing demand management programmes within councils.
 Whether or not a pricing regime is introduced, metering enables the total domestic supply to be measured and unaccounted for water (i.e., leaks in the system) to be identified.

Any pricing regime needs to be developed so as to ensure equitable supply, ensuring everyone’s essential water needs can be met. Similarly, charging for waste collection needs to be partnered with other initiatives, such as recycling collections and community education, to minimise the risks of illegal dumping. 

Over recent times in some parts of New Zealand there has been a degree of community resistance to introducing water metering which some lobby groups fear is a step towards the privatisation of public services. One of the counter arguments is that by not managing water efficiently, the service is under more threat of corporatisation. A careful and comprehensive engagement programme, allowing the community to be fully involved in discussing the arguments, is essential.

	Examples

	· Nelson City Council has had water metering in place since July 1999. The maximum two day average water use has dropped from 42,000m3/day in 1997/98, down to less than 35,000m3/day.
 Water savings have been achieved over 37% at peak summer times. Reducing the summer time peak demand was a key imperative for Nelson City Council: failure to implement a water reduction measure would require 100% extra capacity to allow for summer peak use, which is only approximately 10% of the year.


	· Tauranga City Council has achieved water demand savings of 25% since introducing meters in 1999.

	· Kapiti Coast District Council have identified that introducing water meters ‘would not add new capacity to the overall [water supply] system but would release existing capacity as peak demand falls.’ They estimate that installing water meters and charging would provide sufficient capacity for 20 years and possibly 30 years, dependent on population growth and consumption figures.’



	The Canterbury Clean Heat Programme

Environment Canterbury’s Clean Heat Programme (CHP) is a good example of councils using economic tools to promote sustainable housing in New Zealand.  The programme offers a mixture of subsidies and interest free loans, and is funded through a targeted rate. These types of economic tools are discussed in the following sections of this Manual.  To avoid repetition in the examples sections, the basic information about the CHP is introduced first, here.

The Clean Heat Programme was introduced by Environment Canterbury in 2003 as a method to help address the air pollution problems in Christchurch, and latterly, to help achieve the National Environmental Standards for Air Quality (NES).  From 2013, regional councils will be unable to issue any more air discharge consents for airsheds where the NES is exceeded more than once a year. Currently, Christchurch has an average of 25-30 exceedences per year, with 80% of winter air pollution coming from open fires and wood or coal burners. 

The Clean Heat Project has been designed to encourage people to make changes to their home heating before regulation makes it necessary. Targeting 26,464 homes over 10 years, the Programme offers four different levels of funding for insulation and heating:

· Full assistance for Community Services Card holders (100% of the cost for an approved clean heating appliance and insulation).

· Partial funding as a subsidy.  The subsidy includes (GST inclusive):
· $3.50/m2 towards ceiling and/or underfloor insulation to bring a home up to building code standards; 

· $500 towards a Clean Heat Project approved appliance such as an electric heat pump, pellet fire, fully enclosed fixed-flued liquid fuel or gas appliance, or ultra low emission solid fuel burner OR $300 towards an electric night storage appliance;

· $100 towards the sealing or removal of an existing fireplace or ultra-low emission solid fuel appliance.

· Partial funding as an interest-free loan to cover the full cost of converting to cleaner heating, up to $4,200 (incl. GST).  Costs, averaging $3,400, are paid by the local council, then set as a targeted rate on the property for ten years (repaying 10% of the capital each year). The council pays the interest on the loan. If the home is sold, the vendor repays the loan in full to the council.

· Up to 40% off costs for landlords (who can alternatively take up the interest-free loan).
The CHP is funded through a targeted rate on Christchurch ratepayers.  


	The total cost for Christchurch to convert 30,000 homes over eight years is estimated to be about $90 million. As identified by the Ministry for the Environment
, the ‘scheme has been able to be sustained largely by ratepayer contributions because: 

· the ratepayer base is being used to fund less than 40% of households (i.e., the costs can be spread to a wider population) 

· the scheme was intended to run for a 10 year period, allowing costs to be spread over time.’

Pros: The Clean Heat Programme is connected to a clear community-wide benefit – better air quality with the associated health benefits, and the ability for the region to continue to develop and operate economic activities.  This makes it easier to justify striking a targeted rate across all ratepayers.
Cons: The focus of the Clean Heat Programme is on air quality, which does make for some inequities in the provision of funding. Only homeowners replacing open fires or old wood burners are fully or partially subsidised, whilst people with cold, unhealthy homes heated by other means (e.g. unflued gas heaters) receive no funding support through the Clean Heat Project.   However, it is noted that Environment Canterbury is proposing a Christchurch Household Energy Efficiency Incentives programme in its 2009-2019 LTCCP to provide for a subsidy or interest-free loan to any homeowner to install energy efficiency measures such as insulation and more efficient forms of home heating. 

Notes: 
1. Environment Canterbury, concerned about the burden of the CHP on ratepayers in the current economic climate, is proposing in the 2009 – 19 LTCCP to reduce the level of the Clean Heat targeted rate in Christchurch from $62.2M to $55M over the next ten years. This will mean changing eligibility for the Clean Heat Full Assistance Programme so that it can only be accessed by homeowners who qualify for a rates rebate (effectively halving the number of homeowners who can access the full assistance programme), and reducing the level of subsidy under the landlord programme from 40% to 33%.  The partial subsidy and interest-free loan programmes remain unchanged.
2. The above description is accurate at the time of writing (May 2009). However, a number of impending changes in national-level policy mean that funding arrangements are subject to change. For up to date information, visit www.cleanheat.org.nz 


Fee reductions and waivers

For relatively low cost, councils can waive or reduce the consenting fees associated with building and retrofitting more sustainable homes. At least five councils offer waivers or reductions on fees for consents required to install solar water heating (Carterton District, Hamilton City, South Waikato District, Waitakere City, and Westland District Councils). 
Fee waivers have had a low uptake to date, and on their own are not a sufficient incentive to generate sustainable technology choices. After all, the cost of consent is low compared to the overall cost of purchasing and installing a solar water heater or rainwater tank. (Anecdotal feedback suggests that the building consent process for solar hot water systems has been made more onerous by many councils, and this has offset any benefit that a fee waiver gives.)

There may, however, be a secondary benefit of communicating the message to potential applicants that council is supportive of such efforts, and that obtaining consent will not be a significant hurdle.  

	Examples

	In 2008, South Waikato District Council waived its $160 building consent fee for solar hot water installations. The report to council
 identified a number of benefits, including: 

· supporting council’s Local Action Plan that addresses the Community’s Greenhouse Emissions

· improving the social and economic well-being of the community

· working with EECA to promote EECA’s interest-free loan for solar water heaters

· being a leader in the area of encouraging community energy efficiency within Local Government

	Waitakere City Council waives fees for solar water heating as part of implementing its Waitakere Action Plan on Climate Change and Energy. It reallocated unused consent fee waiver money to fund prizes of solar water heating and rebates on installation costs.  Waitakere City Council also funds the cost of building consents for plumbing rainwater tanks into household water supply systems.  This is consistent with the Council’s proposals for meeting current and future demand, as set out in the City’s Water and Sanitary Services Assessment (discussed in Part IV. Section 1 above).


One-off grants and subsidies
Councils can offer one-off grants and subsidies to support specific actions, such as installing insulation or rainwater tanks. These can be limited by some eligibility criteria, or by a maximum number per year. As noted above, the value of the grant is an important factor in uptake, as is the level of community awareness and the ease of applying.

	Examples

	In order to encourage installation of rainwater tanks in urban areas, Waitakere City Council’s EcoWater division offers cash rebates on the purchase of tanks, as follows in Table 11.
Tank size:

4,500L or larger

3,000L or larger

2,000L or larger

Rebate value:

$500

$300

$200

Maximum number of rebates per annum:

50

30

20

Table 11: Rebates for Rainwater Tanks, Waitakere City Council

The subsidy applies where the tank is used for supplying water to the laundry and/or toilet and watering the garden, is not the primary water supply, is not a condition of building or resource consent.  That is, it does not apply to rural properties where a rainwater tank is needed as the primary water supply, or to new developments where a stormwater connection is not readily available — i.e. where a rain tank is the only sensible method of disposing of rainwater and allows a building or resource consent to be granted.  Preference is given to installations that are being retrofitted to existing houses and also to problem catchments where the tanks will be of benefit from reducing stormwater runoff.
  A building consent fee waiver is also offered.

	Rodney District Council runs a similar scheme, for the first 20 applications for tanks of a minimum size of 4,500L per year, with a rebate of $500 against the cost of the tank and up to $500 for associated consent costs (i.e. a total maximum of $1,000). Note that Rodney District’s subsidy is for larger tanks only, whereas the more urbanised Waitakere City provides for smaller tanks appropriate to smaller sites.


A number of programmes involve councils and district health boards, working together to retrofit homes to be warmer and healthier. As well as the Canterbury Clean Heat Programme (discussed on page 16) and the Nelson Clean Heat Programme, other examples include the Snug Homes and Warm’n’Well programmes (see Table 12). 

	Programme
	Partners
	Provides
	Eligibility

	Snug Homes (Auckland and Counties Manukau)
	EECA, the ASB Community Trust, Auckland City Council, Manukau City Council, Papakura District Council, Starship Foundation, ProCare Network Auckland, Auckland District Health Board, and Counties Manukau District Health Board
	Complete health and social assessment at home. Where possible, full insulation retrofit including ceiling and under-floor heating, hot water cylinder wraps, draught proofing of doors and provision of energy efficient light bulbs
	Own or privately rent home built pre-1 January 2000, in Auckland, Counties Manukau, Papakura, or Franklin area 
Eligible for a Community Services Card
Priority given to applicants if they have children (under 14), or seniors (over 65) years of age with respiratory problems living in their home

	Warm’n’Well
	Waitemata District Health Board, EECA, Tihi Ora Ma Po,  North Shore City Council, Waitakere City Council, Rodney District Council, Auckland Regional Public Health Service, Eco Charitable Trust, Wai Health.
	Free home visit from registered nurse. 

As needed: free ceiling insulation, under floor insulation, hot water cylinder cover, draught seals around some doors, and energy efficient light bulbs
	Own or privately rent home built pre-1 January 2000, in West Auckland, North Shore or Rodney
Child aged 14 years or under living in home 

Eligible for a Community Services Card


Table 12: Partner Programmes for Sustainable Housing

Loans
Scoping undertaken for the Ministry for the Environment’s Warm Homes Programme
 suggests that time payments and loans are an underdeveloped method for promoting change. Compared to one-off financial incentives such as grants, they offer the potential to:

· provide greater coverage in the market and cater for households where the current system of grants may not be suitable (e.g. limits to Community Services Card holders)
· go beyond the basic package of energy-efficient heating initiatives being offered at present to include higher-priced options such as double glazing (which would be effective and attractive to many households) 

· reduce the overall call on public money (or increase the total number of households benefiting from the same level of public expenditure). 

“An appropriate loan scheme could reduce the social cost (e.g. government interest rates rather than private sector rates), and would have low compliance costs (e.g. security through a targeted rate on properties with a loan).”

	Examples

	The Canterbury Clean Heat Programme and the Nelson Clean Heat Programme “Pay as you Heat” Scheme are both good examples of loans to support sustainable heating retrofits.  No equivalent examples have been identified in the other key performance areas of water, waste or materials.  A case could be made for similar initiatives to support water efficiency, with installation of rain tanks, greywater systems and water efficient devices and appliances. 


Raising funds 

Supporting sustainable home initiatives can cost a lot of money, and the benefits of programmes are not always evenly shared across the ratepayer base.  Three options to source funding are targeted rates, co-funding with other organisations, and the new Waste Minimisation Levy. 

Targeted rates

The Local Government Act (section 16) enables councils to set “targeted rates”, either uniformly across all rateable land or differentially for different categories of rateable land user.  

For example, the Canterbury Clean Heat Programme is estimated to cost ratepayers $51 million throughout its term.  The money is being raised through a targeted rate on ratepayers (rates vary by district).  The targeted rate is being raised during a 10-year period to make it more affordable for ratepayers, but the programme itself will run for only four more years, from 2009/2010 to 2013/2014. 
Some concerns were identified at the outset of the programme, around inequities of all ratepayers subsidising a small number of households to improve their heating technologies.  Environment Canterbury argued that a targeted rate is the price the community must pay to achieve a healthy air quality and — because the whole community benefits — every household must make a contribution.

Pros: Establishes a clear link between council policy, funding mechanism and implementation. Rate can be targeted by area within the district or by services provided.  Targeted rates set on individual properties can also be used as a form of loan repayment scheme (see Loans above).
Cons: Difficult to impose further rating burden on ratepayers.
Co-funding 

There is potential for councils to co-fund initiatives with other relevant parties, at local and national levels.
 This can be a good way of piloting programmes, encouraging uptake across sectors, and spreading risk. As with any partnership, however, the scope of such programmes can be limited by other organisations’ priorities and constraints. 

	Examples

	Kapiti Coast District Council reports in its proposed 2009–2019 LTCCP that central government funding is an important component of its sustainability activities. In the 2008/9 year, it received $230,000 in grants as well as access to low interest loans for energy projects.

	Good examples of co-funding initiatives are:

· EECA’s Energywise subsidies 

· partnerships with District Health Boards and community organisations to promote healthy homes

· the Eco Design Advisor positions — a partnership between councils and BRANZ, supported by Building Research, the Ministry for the Environment’s Sustainable Management Fund, and EECA.


Waste Minimisation Fund
The Waste Minimisation Act sets a waste levy of $10 per tonne of waste, payable from 1 July 2009. This will go into a Waste Minimisation Fund, half of which will be directed to councils. Under section 32 of the Act, councils may spend this money “on matters to promote or achieve waste minimisation.” Spending must be in accordance with the council’s waste management and minimisation plan. The remainder of the levy will go into a contestable fund. The details of this fund and the process for applying to it are still under development.  

Other possibilities (not yet in practice)

Rates remissions

The Local Government (Rating) Act 2002 provides that “a local authority may remit all or part of the rates on a rating unit ... if (a) the local authority has adopted a rates remission policy under section 109 of the LGA; and (b) the local authority is satisfied that the conditions and criteria in the policy are met.”

Rates remissions policies must set out the objectives sought to be achieved by the remission of rates; and the conditions and criteria to be met in order for rates to be remitted.  Councils must use the special consultative procedure to adopt a rates remission policy. It may be adopted as part of the council’s LTCCP.

Rates remission policies already exist for a range of circumstances, including for properties used for community benefit and to protect heritage and natural features.  Napier City Council has an Economic Development rates remission policy to support new businesses.  Wellington City is proposing to remit the Downtown Levy Targeted Rate for property under development, as this property does not derive benefits from contributing to the targeted rate.  

There may be potential to remit rates for properties that perform more sustainably, for example in terms of their stormwater runoff.  Rates remission could offer an ongoing incentive for homeowners to maintain the sustainability of their properties and recognise the continued savings to council infrastructure, particularly in areas where there is a specific ongoing resource constraint or environmental problem.  This on-going recognition is something that one-off grants and subsidies cannot provide.
Introduction of such a policy would require careful preparation to ensure equity and transparency for other ratepayers.  Successful introduction would also be likely to require public awareness of the issues such a policy was seeking to address and support for community-scale action. Uptake of rates remissions has been low to date, but could be improved through better promotion and simplification of the application process.  

Rates postponement: EECA and the Rates Postponement Consortium Initiative
The cost of retrofits can be prohibitive for some homeowners.  EECA and the Rates Postponement Consortium have developed a variation of the rates postponement schemes already run by councils, with the intention of applying it to home energy efficiency upgrades.
  This would enable ratepayers to borrow the capital cost of their retrofits from their council, as a targeted rate; then defer the repayment (potentially until they sell the home or die).  The council could legally recover the costs involved in administering the process and incorporate it in the sum of the targeted rate. 
Because of councils’ longevity and ability to acquire capital at favourable interest rates, they are in a good position to administer ratepayer loans schemes for housing sustainability upgrades.  Such a scheme would allow homeowners to pay for sustainability improvements by drawing down some of the equity in their homes. Postponed rates are a first charge on the property ahead of all other charges, provided that the council registers a statutory land charge — a simple and low-cost process.

Rates postponement is usually applied to help older homeowners who are asset-rich but cash-poor, and the period of postponement (before ownership of the property is transferred) is relatively short. Broadening rates postponement to younger homeowners means that there is a slightly higher risk to council — the period until repayment could be much longer than is usually the case with older ratepayers. However, given that the cost of EECA retrofits is a relatively low one-off cost, this is a reasonably small risk.

The Rates Postponement Consortium has developed a number of protocols to support older people who wish to postpone their rates indefinitely, and these could be applied to this scheme in much the same way. These protocols include: 

· An independent counselling service to help people consider the implications of rates postponement for themselves and their families

· A detailed financial forecasting model to work through different scenarios

· Protocols with major lender groups for managing the relationship between postponed rates and mortgages.

Legal advice to the Rates Postponement Consortium suggests the following process for implementing a rates postponement scheme for retrofits:

Year 1: 

· The ratepayer contracts for the provision of energy efficiency services in terms of the EECA programme and applies to the council for inclusion within the targeted rates/rates postponement facility.

· Payment for the services is funded by a temporary advance from the council carrying interest at the council’s marginal cost of borrowing (the advance can be unsecured — there is no risk to the council as this arrangement is part of a package deal under which the balance due to the council ends up being secured as a postponed rate — the ratepayer’s application to the council covers both the temporary advance, and the application for postponement of the targeted rate, once that has been struck. 
Year 2: 

· The council levies a targeted rate on all of those properties which, in year one, benefited from a council advance to meet the cost of services within the EECA programme. The targeted rate is set as a standard amount calculated to ensure that it will be adequate to cover the cost of the most expensive individual package likely to be taken out under the programme.

· The difference between the amount of the targeted rate, and the temporary advance plus interest to the previous 30th of June, is remitted under a rates remittance policy adopted for the purpose.

· The ratepayer is granted rates postponement for the amount of the targeted rate less the remittance.
Four policies need to be adopted within LTCCPs to support this approach:

· A policy on supporting EECA in delivering residential energy efficiency services which sets out the council’s commitment to funding the initial cost through an unsecured advance, including conditions of eligibility (e.g. age), and in terms of the advance — that the ratepayer has signed an application which covers not just the advance itself, but the targeted rate/rates postponement components as well.

· A targeted rate as a fixed amount to cover the repayment to the council of unsecured advances made for the purchase of residential energy efficiency services.

· A rates postponement policy under which that targeted rate will automatically be postponed.

· A rates remission policy to remit the difference between the amount of the targeted rate and the amount of the unsecured advance together with interest from the date of the advance to the 30th of June in the financial year the advance was made. 







� Hall, A. (2007). Barriers to Sustainable Renovations and the Incentives Local Government Can Provide to Encourage Sustainable Renovations (M. Plan. thesis). Auckland: The University of Auckland.


� Ministry for the Environment (2005). Warm Homes Technical Report: Social Drivers (phase 2 report). Prepared for the Ministry for the Environment by Taylor Baines & Associates, Norman Smith, Ian McChesney and Geoff Butcher.


� Ministry for the Environment (2005), p.24


� Waitakere City Council (2005). Water Demand Action Plan, prepared by Maunsell Limited on behalf of Waitakere City Council.


� Neil Construction Ltd v North Shore City Council [2001] 3 NZLR 533


� de Blaauw, J. and McGregor, D. (2008). Assessing the Viability of Financial Incentives for Sustainable Housing Initiatives. Unpublished research for Beacon Pathway.


� Gaudin, M. and O’Connell, M. (2007). Environment Canterbury Clean Heat Project: An Air Quality Improvement Project for the Urban Environment. Paper to SB07 Conference, Auckland. 





� Ministry for the Environment (2005). Warm Homes Technical Report: Social Drivers (phase 2 report). Prepared for the Ministry for the Environment by Taylor Baines & Associates, Norman Smith, Ian McChesney and Geoff Butcher.


� Auckland City Council (2008). Stormwater Development Contributions Policy for the 2009-2019 LTCCP. Report to City Development Committee meeting, 4 December 2008. 





� Available at http://www.tusc.org.nz


� Quality Planning (2003). Relationship Between the Local Government Act and the RMA (web-page). Available: � HYPERLINK "http://www.qualityplanning.org.nz/related-laws/faq-rma-lga.php" ��http://www.qualityplanning.org.nz/related-laws/faq-rma-lga.php�


� Lawton, M., Birchfield, D. and Wilson, D. (2008). Slowing the Flow: A Comprehensive Demand Management Framework for Reticulated Water Supply. Publication WA7060/4 for Beacon Pathway.


� Nelson City Council (2006). Water Supply Asset Management Plan 2006–2008. Nelson: Nelson City Council. 


�Lawton, M., Birchfield, D. and Wilson, D. (2008). Slowing the Flow: A Comprehensive Demand Management Framework for Reticulated Water Supply. Publication WA7060/4 for Beacon Pathway.


� Kapiti Coast District Council (2007).  Proposed District Plan Change 75: Water Demand Management.  Report to the Environment and Regulatory Committee, 2 August 2007.


�Ministry for the Environment (2005). Warm Homes Technical Report: Social Drivers (phase 2 report). Prepared for the Ministry for the Environment by Taylor Baines & Associates, Norman Smith, Ian McChesney and Geoff Butcher.


� South Waikato District Council (2008). The Waiving of Building Consent Fees for Domestic Water Heating. Report 2008-4597 to Community and Assets Committee.


� Waitakere City Council (no date). Rain Tanks in the Urban Area (pamphlet). Waitakere: Waitakere City Council. Available: � HYPERLINK "http://www.waitakere.govt.nz/abtcnl/to/pdf/brochure-rainwatertanksintheurbanarea.pdf" �http://www.waitakere.govt.nz/abtcnl/to/pdf/brochure-rainwatertanksintheurbanarea.pdf�


� Ministry for the Environment (2005). Warm Homes Technical Report: Social Drivers (phase 2 report). Prepared for the Ministry for the Environment by Taylor Baines & Associates, Norman Smith, Ian McChesney and Geoff Butcher. p.24


� Ministry for the Environment (2005), p.24


� de Blaauw, J. and McGregor, D. (2008). Assessing the Viability of Financial Incentives for Sustainable Housing Initiatives. Unpublished research for Beacon Pathway.


� The information in this section is sourced from Waitakere City Council, 2008





	Section 6. Economic tools
	[image: image2.jpg]Creating homes and neighbourhoods
that work well into the future
and don’t cost the Earth




	Page 25



[image: image1.jpg][image: image2.jpg]