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Chairperson and Committee Members  
CORPORATE BUSINESS COMMITTEE 

31 MARCH 2011 

Meeting Status: Public 

Purpose of Report: For Decision 

 
APPROVAL OF APPLICATION FOR CREDIT RATING 
 

 
PURPOSE OF REPORT 
 
1 To seek the Committee’s approval for establishing and maintaining a credit 

rating for the Kāpiti Coast District Council to assist with the lowering of 
Council’s cost of borrowing. 

 
 
SIGNIFICANCE OF DECISION 
 
2 The Council’s significance policy is not triggered. 
 
 
BACKGROUND 
 
3 Since the global financial credit crisis the margins for borrowing have increased 

significantly for all financial institutions including Local Authorities. Due to the 
higher margins, it is now becoming increasingly important for Local Authorities 
with a level of debt over $50 million to obtain and maintain a credit rating. 

 
 
CONSIDERATIONS 
Issues 

4 The approximate cost of maintaining a credit rating for this Council is around 
$40,000 per annum.  

5 Of the total projected debt portfolio of $84 million as at 30 June 2011, $50 
million is funded by a mixture of Bank facilities and private placements with 
institutional investors at interest rate margins which are still very attractive 
compared to the current margins available in the market. The first of these 
funding instruments does not mature until the 2012/13 year. 

6 The balance of the projected public debt of $34 million is funded from Bank 
facilities which have an interest rate margin up to 1.45%.  Council can reduce 
this margin by taking advantage of market opportunities such as Commercial 
Paper which can be issued to financial institutions. 
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7 To achieve the best advantage, Council needs to have a credit rating to 
guarantee its level of interest rate margin when issuing debt to the market.  Up 
until now, interest rate margins have been negotiated, which have given the 
Council savings of up to 0.5% interest on Commercial Paper compared to other 
‘unrated’ Councils, but there is no guarantee of that continuing without the back 
up of a credit rating. 

8 A credit rating will enable the Council to continue to save up to 0.5% on our 
interest rate margin, which on $34 million is equivalent to $170,000 per annum. 

9 Based on the 2011/12 draft Annual Plan our debt will increase to $115 million 
by 30 June 2012. The extra $31 million of debt will mean a credit rating has 
potential to save a further $155,000 per annum on interest costs. 

10 The credit rating agencies that will be approached will be Standard & Poors and 
Fitch.   

11 The Credit Rating Assessment will take approximately 3 months to complete. 
 
Financial Considerations 
 
12 Financial issues are adequately covered in the Report. 
 
Legal Considerations 
 
13 The contract document with the Credit Rating Agency will be reviewed by 

Council’s Treasury Management Advisors. 
 
Consultation 
 
14 There is no need to undertake consultation on this issue. 
 
Policy Implications 
 
15 There are no Policy implications. 
 
Publicity Issues 
 
16 A press release on Council’s approval to apply for a credit rating for the purpose 

of lowering its overall interest costs will be prepared. 
 
Other Consideration 
 
17 There are no other considerations at this stage. 
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Delegation 
 
18 The Corporate Business Committee has delegated authority to consider this 

issue. 
 

Reference B.3.7 of the Governance Structure which reads: 
 

Without limiting the generality of this delegation, the committee has the 
following functions, duties and powers. 
 
LTCCP (Long Term Council Community Plan) 
7.4 Authority, within the strategic direction established by Council, to: 

• Develop and make recommendations to Council on the 
following: 
o Revenue and Financing; 
o Rating; 
o Treasury Management; 
o Financial Management. 

 
 

RECOMMENDATIONS 
 

19 That the Corporate Business Committee recommends to Council that it applies 
for a credit rating with a Credit Rating Agency for the purpose of lowering its 
overall interest costs. 

 
 
 
Report prepared by: 
 

Warwick Read 
Group Manager, Finance 
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