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About Hospitality New Zealand:

1.

Hospitality New Zealand (“Hospitality NZ”) is a member-led, not-for-profit organisation
representing approximately 3,000 businesses, including cafés, restaurants, bars, nightclubs,
commercial accommodation, country hotels and off-licences.

Hospitality NZ has a 119-year history of advocating on behalf of the hospitality and tourism
sector and is led by Chief Executive Julie White. We have a team of seven Regional Managers
located around the country, and a National Office in Wellington to service our members.

Hospitality NZ has a Board of Management, made up of elected members from across the
sectors of the industry, and an Accommodation Advisory Council, made up of elected
members from the accommodation sector.

We also have 20 local Branches covering the entire country, representing at a local level all
those member businesses which are located within the region. Any current financial member
of Hospitality NZ is automatically a member of the local Branch.

This submission relates to the Long-Term Plan 2021-31 (“the Plan”).

Enquiries relating to this submission should be referred to Peter Morrison, Canterbury Branch
President, at morrisonh@xtra.co.nz.

General Comments:

7.

Hospitality New Zealand welcomes the opportunity to comment on Christchurch City Council’s
Long-Term Plan 2021-31. We have a number of general concerns on issues that we believe
will rear their head in the next ten years. These include infrastructure funding, and short-
term rental accommodation.

General business

HNZ does not see strong alignment in the LTP to support an enabling environment of
businesses in the city. Within the strategic framework, no specific focus in terms of how the
‘prosperous economy’ community outcomes will be achieved is highlighted. The city needs
business to help achieve all their community outcomes and strategic priorities — thus, a strong
and resilient business community in Christchurch needs the support of its Council.
Continuously passing on costs, rates increases, and failure to futureproof infrastructure does
not support a thriving business community. We are not asking Council to fund businesses, we
are asking for Council to enable more development, growth and progress through achieving
their core business with excellence, and removing unnecessary burdens on business.

Infrastructure Funding

Local Councils in some parts of the country have recognised infrastructure funding is a
significant issue and are working towards change, some Councils are looking at targeted rates
while others have openly criticised the funding investment options put forward by the
Government.
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10. In 2019, Productivity Commission undertook its report into Local Government Funding and
Finance. The report recommended that “Better use of existing tools and central government
funds should be enough to close the tourism funding shortfall. Given the small scale of the
funding gap, introducing new funding tools would incur significant implementation,
administration and enforcement costs and is unlikely to result in a net benefit to councils.”

11. We endorse those sentiments - rather than introducing new tools that target specific sectors,
councils should make better use of existing tools to achieve their goals.

12. Hospitality NZ believes a consistent and fair nationwide approach to the funding of core
infrastructure needs to be introduced.

13. Hospitality and accommodation sectors are viewed by local councils as an easy source of
funds, via targeted rates on commercial businesses, or implementing bed taxes. Hospitality
NZ opposes the introduction of bed tax as it targets only those people staying in commercial
accommodation.

14. If a targeted rate or visitor levy is deemed necessary, Hospitality NZ believes these must be
broad based taxes, and ensure that they are appropriately designed, are fair and equitable to
those contributing, have community support, and are used solely for initiatives that benefit
the visitor economy. Alternatively, those funds raised must be ring-fenced and used for the
benefit of those contributing to the fund. However, Hospitality NZ's preference would be for
any funding of tourism infrastructure to come from a centralised pool.

15. Hospitality NZ recommends further consideration is given to implement the Productivity
Commission’s report findings.

16. Prior to COVID, tourism was struggling to maintain social license in communities - in part
given the infrastructure pressure tourism growth was placing on some regions. We recognise
that tourism and hospitality use and benefit from a wide variety of mixed-use infrastructure.
We now have a real opportunity to resolve some of these infrastructure issues and prepare for
the rebuild of the sector.

17. Targeted rates and ‘tourism’ or ‘bed taxes’ concern our members, who assert:

e These unfairly place the burden of funding infrastructure or promotion on just one part
of the tourism/hospitality industry;

e As ratepayers, businesses oppose increased rates to fund basic infrastructure they may
not receive a direct benefit from i.e., infrastructure for freedom campers;

o We would prefer to see Central Government funding of infrastructure, where local
councils are unable to fund it themselves; and

e If new funding schemes are required, there needs to be an emphasis on broad-based
levying. They need to be fair and equitable and all businesses who will benefit from
further infrastructure development should contribute.

Short-term Rental Accommodation (STRA)

18. The significant growth in short-term rental accommodation (STRA) through providers such as
AirBnB or Bookabach, has raised a number of concerns for the sector, including:



19.

20.

21.

22.

23.

24.

o Peer to peer accommodation providers, particularly if they are operating in a highly
commercial way, are often not meeting the regulatory requirements under the Building
Act, taxation, health and safety or local government district plans that commercial
accommodation providers are required to adhere to. Some of these regulations incur
significant costs to businesses and this can create an imbalance in competition.

e |n some parts of the country, the preference for rental property owners to convert to
AirBnB or similar, is resulting in a lack of available long-term rental accommodation for
workers and families.

Traditional accommodation operators are seeking a fairer playing field with regard to
commercial vs non-commercial rates and regulation. STRA operators do not require the same
building and operational compliance and therefore do not attract the associated costs that
commercial accommodation providers do. However, they do benefit from things like tourism
promotion which is often funded from the tourism and accommodation sector. STRA
operators also have an impact on the communities they operate in, contributing to housing
shortages, noise impacts and loss of community.

There is a growing inequity in the regulation of short-term and long-term accommodation.
Stats NZ estimated that for 2018, STRA gross revenue was between $550-$700 million, with
guest nights between 6-10 million.

The STRA sector operates mainly in residential areas, only pays residential rates, operates
with less regulation, and often escapes appropriate taxation. Where councils have tried to
regulate STRA operators, barriers for requlation include identification of STRA properties, lack
of cooperation in data capture from operators and booking platform providers, and consistent
regulation between local councils.

As more people look to non-traditional STRA, safety standards, hygiene standards, and contact
tracing becomes significant guest care factors and priorities post-COVID-19. We face negative
impacts of an unregulated and substandard product offered to both local and international
visitors.

Hospitality NZ alongside other sector associations submitted a letter to MBIE in July 2020
recommending a compulsory registration/data sharing system that allows for information
collection from all operators of STRA and a consistent national regulatory framework.

We recognise the Council is already progressing work in this space through the PC4 work
currently underway. We encourage the Council to approve PC4 with amendments to further
control visitor accommodation in residential zones and to avoid unhosted visitor
accommodation in residential zones; impose ‘non-complying activity’ status on unhosted
visitor accommodation in residential units; and consider a threshold as to when a residential
unit is no longer a residential unit when the primary activity is visitor accommodation.

Specific Comments:

25.

Hospitality NZ also has a number of specific comments concerning the Council’'s Long-Term
Plan.
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32.

33.

Rates

While an average 5.91% increase for business is reasonable in year one, we would want to see
further rates increases across the rest of the 10 Year Plan fall into line with the proposed
increases

Hospitality NZ urges caution around rates increases. While we are supportive of a number of
the Council’s proposed projects, we do not think businesses should carry an unfair proportion
of the rates bill. A differential of 1.679 is not fairly distributing the costs that cover council
operations and amenities that many times offer more value to residents than they do to
businesses. If residents are facing an average increase of 5% in 2021/22, the true cost to
business is 8.4%, not 5.9%.

We also question why rates increases are not smoothed over the ten-year timeframe. If a
2.93% increase is proposed in 2027/28, and a 2.03% increase is proposed in 2029/30, we
question why Council would not make those increases 4% and reduce increases in 2021/22
and 2025/26.

HNZ believes Council should explore other financial avenues to reduce rates and debt
rather than simply relying on ratepayers to fund projects. Most ratepayers - and certainly
the business community - do not have confidence that Council is cutting costs or being
business-like in the way it manages assets, debt or a changing economic environment. If
ratepayers felt the Council was doing its utmost to minimise costs, rates increases would be
more palatable.

Key areas of funding

We strongly support the Otakaro Avon River Corridor development.

We support the Arts Centre Te Matatiki Toi Ora targeted rate and the additional funding for
the Robert McDougall Art Gallery base isolation work. These projects enhance key attractions
to the Garden City and encourage more visitors to the area.

We support more funding for ChristchurchNZ - while the funding to the organisation itself
hasn’t reduced, HNZ believes we should support ChristchurchNZ further as they bring visitors
to the area and increase the tourism take through their promotion and marketing of the city
and all we have to offer. In terms of ChristchurchNZ's economic development work, we would
like to see more funding and support for all businesses in the city, not just ‘supernodes’ or
growth industries.

We are not opposed to the introduction of targeted rates for heritage buildings - provided
those rates are only used to provide more transparency on areas rates contribute to, and are
not a lever for increasing the Council’s overall rate take. Council should have more
transparency around rates already being paid, but a rate increase to cover these areas is not
preferred.



34. We do not support the Central City Business Association Targeted rate. Council cannot

35.

36.

consider a targeted rate on businesses in the central city as a grant, given the businesses the
grant is going back to have funded the grant in the first place. Furthermore, if the Council is
aiming to improve the vibrancy of the CBD and have more people come into the city, charging
businesses in that area does not encourage new businesses opening, new experiences taking
place or attracting people into the area. The Central City Business Association should be able
to stand on its own feet rather than requiring a targeted rate for continued funding.

If Council pushes ahead with their plans, we believe the rate should not be a fixed fee.
Businesses in that area are varying in size and revenue and number of employers - a more
nuanced fee structure should be implemented to reflect the proportional benefit.

We do not believe a targeted rate is needed for vacant sites. While we do not disagree that
more development should take place on vacant sites, a targeted rate is not the right
mechanism for development. If Council wishes to encourage more development on vacant
sites, a penalty system could be introduced. However - this needs to be well-signalled and
on a set timeframe to allow developers a chance to progress plans before incurring penalties.

Conclusion:

37.

38.

We thank Christchurch City Council for the opportunity to provide input into the consultation.

We would be happy to discuss any parts of this submission in more detail, and make an oral
submission at the appropriate time.



