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Hospitality NZ is a voluntary trade association representing 3,000 hospitality businesses throughout
New Zealand since 1902. The Wellington Branch of Hospitality New Zealand includes and represents
twenty-nine licensed premises throughout the Hutt City District. This submission is made on behalf of
the Wellington branch of Hospitality New Zealand.

Hospitality New Zealand members consider themselves to be part of the solution to minimising alcohol
related harm and ensuring the safe and responsible sale, supply and consumption of alcohol. As an
organisation, we are all about giving hospitality operators a helping hand with their business in as many
ways as possible.

We have a strong focus on ensuring compliance with the law and all agencies and we believe this helps
manage some council costs.

Many of our members fall under the Hutt City Council and they have considerable concerns as to the
justification for the proposed fee increase, the related costs presented by Council and how they are
also expected to absorb the proposed licencing fees increase in July 2019, bringing Hutt City Council
fees to among the highest in the country.

We appreciate the opportunity make a submission on the draft Alcohol Fees Bylaw.
We would like to speak to our submission.

CONTACT DETAILS:

Nick Hill

Regional Manager

Hospitality New Zealand Wellington Branch
nick@hospitality.org.nz

027 446 5665

0800 500 503
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Council Alcohol Licencing Expenditure & Alternative Forms of Cost Recovery

An immediate concern we noted in the alcohol expenditure breakdown is the considerably high
Salary and Wage Cost of $238,293 which accounts for 51% of the total expenditure. Considering the
proposal looks to pass on the bulk of this cost to licensees, we ask what justification Council has for
such a high staff cost. Being the most significant factor in calculating expenditure, was this particular
cost reviewed and found to be justified prior to any decision being made to simply increase fees to
cover it?

An explanation is offered under section 2.1 of the proposal document in that the increased staff
workload requirements arise from the expanded monitoring and reporting requirements of Licensing
Inspectors under the Sale and Supply of Alcohol Act 2012.

We do not view this explanation as sufficient in defending this high staff cost. While an increase in
monitoring requirements may be noted, almost all other Council’s have been able to manage this
effectively without any need to increase their fees — instead they manage with the national standard.

If the argument is to be made that the workload on Council staff is resulting in high staffing cost, such
as is suggested in the proposal document, we would expect that an operational review be undergone
and provided as part of this proposal. When faced with high staff costs, any business would review
and potentially overhaul their entire operational structure and processes before even suggesting to
increase its prices — why has Council not taken this approach? If they have, why was this information
not provided within the proposal to give affected parties the assurance that current operations are
running efficiently.

We are greatly concerned that the Council has not provided adequate information about steps taken
to reduce any operational costs or corporate overhead costs, or any steps that are going to be taken
to increase efficiencies.

Council’s response to a request to investigate during the pre-consultation period simply stated that
‘Potential efficiencies had been investigated’ with the singular caveat that electronic processing had
been explored but the financial return was not immediate given the cost and so would not be
factored in for the time being.

Those who will be affected by the proposed fee increase need to be confident that local government
is operating effectively and efficiently — this is specifically set out in Section 10(2) of the LGA. A
proposal to increase fees and pass the cost back onto businesses should include a justification as to
why this is the only or best option to meet the Council’s goals. Section 10 (1)(b) of the LGA also
currently states:

(b) to meet the current and future needs of communities for good-quality local infrastructure,
local public services, and performance of requlatory functions in a way that is most cost-
effective for households and businesses.

We formally request further reports, research, or any other documentation as to what these
‘potential efficiencies’ that were assessed were, and how the current performance and costs are the
most cost-effective.

We would hope that a review of contributing factors to total Alcohol Expenditure was undertaken
before the decision was made to pass the cost directly on to operators. While the proposal provides
the view that The Sale and Supply of Alcohol Act 2012 and associated regulations provide the
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expectation that alcohol licencing should be user pays - that does not mean that the associated costs
should go unchecked spared from assessment, cost-benefit analysis, or review.

It is our view that Council needs to change their thinking on this — costs that are more than income
should be considered by council as an overspend of budget, not as a shortfall of income.

Future Budgeting

Considering the reason Council have given for introducing this bylaw, as outlined by Council in the Pre-
Consultation Document, is to ensure that cost recovery is lifted to 90%, we are concerned that no
details have been provided which outline how Council intends to adhere to future budgets. If Council
has previously been unable to adhere to, or work within its current revenue from licensing, how are
they be trusted to do so in the future. We would expect that written plans, strategies and assurances
would be provided outlining how this will be achieved, and we would expect to see those before the
next steps of this process are undertaken.

The Council is expected to do its utmost to budget and expend based on its projected revenue, not the
other way around. With no indication or assurances on how Council plans to adhere to future budgets,
we are rightfully concerned that a further increase beyond the one proposed may be in the future for
operators.

Proposed Fee Increase — Financial and Societal Impacts

The table titled ‘Fees Payable’ in the proposal document lists the proposed fees under the Bylaw. By
the introduction of the second increase in year 2, if this new fee structure were to be implemented,
operators will be facing an 83-87% increase in the cost of their licence fee in comparison to currently.
Under the proposed fee increases a ‘high’ risk assessed licence will face a $865 increase in annual
licencing fees while for a ‘very high’ risk assessed licence the annual fees will increase by $1,262.50.

An increase in licensing fees such as is planned will inevitably result in operators either passing on
the costs to customers, or absorbing the costs and significantly impacting their profit and business
viability. This could easily result in business closures or negatively affect employment rates with staff
numbers being unsustainable and significant reductions in available hours and roles undertaken.

The cost of compliance on hospitality businesses is already considerably high and an increase like this
to their Alcohol Licensing Fees is further adding to this. Operators are already feeling the effects of
the changes such as the recent minimum wage increase, financial implications of the Employment
Amendment Act, rising immigration related costs — additional cost increases such as in this proposal
simply add to the pressure on financial viability already being felt across the industry. In addition to
this we would like to highlight the proposed rates increase by Greater Wellington Regional Council,
which will see a significant increase in Hutt District Businesses rates despite them already being
among one of the highest shares of rates in the country.

Such a significant increase in licensing fees, on top of these additional financial pressures, would
further function as a deterrent to future businesses considering entering the industry and in addition,
fewer businesses operating, and increased costs being passed onto the customer would have a
negative impact on tourism and the economy in the Hutt City District. Considering Council projects
such as newly opened convention centre, which aims to draw large numbers of visitors to the Hutt
District, how does Council plan to promote a vibrant and hospitable region while simultaneously
hindering those businesses that would contribute to this?
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If a fee increase is to be undertaken, we ask Council to at least acknowledge compliant operators
whose adherence to law and process result in minimum workloads for the licensing team. If the
purpose of Alcohol Licensing is to monitor and ensure compliance within the law, in an effort to
address alcohol related harm — should not Council be recognising those operators who continually
remain proactive and compliant? We ask if Council has considered a tiered approach (such as we
proposed in our oral submission during the pre-consultation period) to any increase in licensing fees,
whereby those cooperative and compliant businesses may see some level of compensation in their
allocated fees?

With these fee increases posing unsustainable costs on some existing businesses while also deterring
new businesses from opening in the region, has Council considered the resultant effect of more
people being pushed into consuming alcohol in uncontrolled environments?

Currently 80% of alcohol is consumed away from licenced premises and Police data shows that most
alcohol related problems come from, and occur at, homes and public places — which are uncontrolled
and unmonitored environments.

Considering this, we would expect that Council would not wish to impose any policies, bylaws, or
other changes that could further promote alcohol consumption in uncontrolled environments. On-
licence venues are the most highly monitored, controlled, accountable, and safest environments for
people to consume alcohol and by significantly increasing the operating costs for these venues,
Council would effectively be promoting the alternative.

Under the Local Government Act 2002 Section 14C:

When making a decision, a local authority should take account of—

(i) the diversity of the community, and the community’s interests, within its district or region;
and
(ii) the interests of future as well as current communities; and

(iii) the likely impact of any decision on the interests referred to in subparagraphs (i) and (ii).

It is our belief that Council has failed to meet this requirement in consideration of the effect it will
have on driving people to consume alcohol in uncontrolled environments.

We now formally request copies of any impact studies or research that Council has undertaken into
the impact on increased fees. If studies or research has not been undertaken, we formally request a
statement from Council as to why this has not been done.

We are also extremely concerned as to why it is that Hutt City Council cannot cover the costs of their
licensing obligations under the fee structure set by the Ministry of Justice, yet almost every other city
in NZ have not proposed a fee increase? For example, Auckland, Christchurch and Hamilton. These
are the major cities in terms of population growth and their fees remain at the national standard.

Southland District Council, one of very few councils to have deviated from the national standards set
for licencing fees, actually decreased its fees. How can Hutt City Council claim that the national
standard is unsustainable yet at least one other council has actually taken the exact opposite action
in this space by reducing the fees imposed on operators?

We now formally request a clear response from Hutt City Council as to why they are unable to
operate within the budget of the current alcohol licensing income, as almost every other council
seems able to, and why the repercussions of this should be handed down to operators.
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We thank Hutt City Council for the opportunity to submit on the proposal.

We request that we are given the opportunity to speak to this matter during the next steps of this
process. Furthermore, we request that we be provided reasonable time to present in consideration
that we represent twenty-nine affected businesses in the region.
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