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Key Rating Drivers 

Standalone Credit Profile Drives Rating: Waipa District Council’s (WDC) Long-Term Local-

Currency Issuer Default Rating (IDR)  is dr iven by the district council’s Standalone Credit Profile 

(SCP) of ‘aa-’. The SCP results from a ‘High Midrange’ r isk profile and debt sustainability  

assessed by Fitch Ratings in the ‘aa’ category under its rating case scenario.  

‘High Midrange ’ Risk Profile: The risk profile reflects a limited r isk that the region’s  cash f low 

w ill contract beyond our expectations. WDC’s revenue robustness, expenditure sustainability, 

liabilit ies and liquidity robustness risk factors are assessed as ‘Stronger ’. Revenue and 

expenditure adjustability and liabilities as w ell as liquidity f lexibility are assessed as ‘Midrange’.  

Assessment of Key Rating Factors: WDC benefits from low  volatility on its main revenue and 

expenditure items and has low -risk liabilities and adequate access to liquidity. It has a 

moderate f iscal f lexibility. 

Debt Sustainability at ‘aa’ Category: In Fitch’s  rating case scenario, WDC’s payback ratio 

would be above 7.5x in the f inancial year ending June 2023 (FY23). The f iscal debt burden w ill 

reach close to 200% and the actual debt service coverage ratio w ill be 2.8x. Fitch’s  scenario is  

based on conservative economic and revenue grow th assumptions and also takes into account 

the issuer’s capex plan.  

Neutral Additional Rating Factors: WDC’s Long-Term IDR is capped by New  Zealand’s  

sovereign ratings (AA/Stable). WDC’s rating does not take into account any extraordinary  

support from the central government. In addition, no additional risk factors have been identif ied. 

Rating Sensitivities 

Stronger Risk Profile; Debt Sustainability: A raise of WDC’s SCP could lead to posit ive 

rating action. This could be caused by a positive reassessment of WDC’s risk profile, or an 

improvement of the payback ratio to less than f ive years on a sustained basis in our rating case 

scenario. A pos itive rating action could also be triggered by a payback ratio not exceeding nine 

years and a f iscal debt burden signif icantly low er than our rating case assumptions . 

Weaker Risk Profile, Payback: A reduction of WDC’s SCP could lead to negative rating action. 

This could be caused by negative reassessment of its risk profile; or deterioration of the 

payback ratio to more than nine years on a sustained basis in our rating case scenario.  
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Related Criteria 

Rating Criteria for International Local and 
Regional Gov ernments (April 2019) 

 

 

Rating Synopsis 

 

SCP Positioning Table 

Risk profile 
Typical minimal 

Sov ereign Rating Debt sustainability 

Stronger AAA/AA aaa or aa a bbb bb b  

          
Midrange A/BBB  aaa aa a bbb bb or below 

Low Midrange BBB/BB   aaa aa a bbb or below 
Weaker BB/B    aaa aa a or below 

Vulnerable B/CCC-C     aaa aa or below 

Suggested analytical outcome AAA AA A BBB BB B 

Source: Fitch Ratings 

 

WDC’s Long-Term IDR of ‘AA-/Stable’ is based on the district council’s SCP of ‘aa-’. The SCP 

is driven by a ‘High Midrange’ risk profile and debt sustainability assessed by Fitch in the ‘aa ’ 

category under its rating case scenario. 

WDC’s  Long-Term Local Currency IDR is  capped by New  Zealand’s Local Currency sovereign 

ratings (AA+/Stable). Its rating does not take into account any extraordinary support from New 

Zealand’s central government. In addition, no additional risk factors have been identif ied.  

Issuer Profile 

WDC is a district council in New  Zealand and is classif ied by Fitch as Type B local and regional 

governments (LRGs). The latter are required to cover debt service from cash f low  on an annual 

basis. Like other New  Zealand councils, WDC’s  main areas of expenditure are the provision of 

local w ater supplies, sew erage, storm-w ater infrastructure, roads, w aste collection, area 

development and other local services – many of w hich are non-cyclical in nature. 

Waipa district generated GDP of NZD2.2 billion in the year ended March 2018 (all GDP 

estimates are measured in constant 2010 prices), up by 4.7% from the previous year, 

compared w ith the national rate of 3.2%. Dairy farming w as Waipa’s largest GDP contributor  

(11.0%), follow ed by property operations and real estate services (7.7%) and professional, 

scientif ic and technology services (6.3%).  The 10-year average economic grow th rate in Waipa 

district w as 3.6% a year, faster than the national average of 2.1%. The GDP grow th rate in the 

district varied from a high of 8.6% in 2004 to a low  of -1.4% in 2008.  

Total employment in Waipa rose by 5.4% in 2018 from a year earlier, against the national rate 

of 3.0% and population grow th rate of 1.9%. The 10-year average employment grow th rate w as 

3.1% a year compared w ith the national rate of 1.3%, and the f ive-year average population 

grow th of 2.1% a year. Employment grow th varied from 7.0% in 2011 to 0.3% in 2013. The 

unemployment rate ranged betw een 3.0% and 4.8% in the past f ive years, compared w ith 4.0% 

and 5.6% at the national level. GDP per capita w as NZD39,833 in 2018 (Fitch estimate)  

compared w ith NZD58,274 nationally.  

Waipa has been a preferred residential place for retired people in recent years, attracted by the 

less crow ded living and easy access to the medical care systems in Hamilton, the fourth most 

populous city in New  Zealand. Therefore, the w orking age (15-64) population in Waipa (61.4%)  

is low er than the national share (65.4%). 

Mean earnings in Waipa w ere NZD53,697 in 2018, low er than NZD60,891 nationally, although 

the 3.7% increase in earnings matched the national average. Hous ing prices in Waipa rose by 

9.7%, stronger than 5.5% nationally. Pr ices climbed on population grow th, mostly migrants, and 

slow er supply due to environmental preservation and development pace. 

 

Waipa District - North 
Island, New Zealand  

 
Source: Fitch Ratings 

Socioeconomic Indicators 

 

WDC 

New 

Zealand 

Population, March 

2018 (m) 

0.1 4.9 

2013-2018 average 
annual population 

growth (%) 

2.4 1.9 

2008-2018 average 

economic growth 
rate (%) 

3.6 2.1 

Mean earnings, 
2018 (NZD) 

53,697 60,891 

Source: Fitch Ratings, Infometrics 

http://api.fitchconnect.com/v1/research/FR_RPT_10067640
http://api.fitchconnect.com/v1/research/FR_RPT_10067640
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High Midrange Risk Profile 

Fitch has  assessed WDC’s r isk profile as ‘High Midrange’. This reflects a  stronger  assessment 

of its revenue robustness, expenditure sustainability, liabilities and liquidity  robustness, and a 

‘Midrange’ assessment of its revenue and expenditure adjustability  as w ell as liabilities and 

liquidity f lexibility. 

 

 

 
 

Stronger Revenue Robustness 

The main source of WDC's operating revenue is rates, including general rates, uniform annual 

general charges  and targeted fees (mainly related to w ater services), w hich are less correlated 

to changes in the economic cycle. The rates revenue accounted for 70%-80% of its operating 

revenue for the past three years, comparable w ith other Fitch-rated New  Zealand councils. The 

capital revenue mainly  comprises development contributions and vested assets. WDC has  a 

higher share of capital revenue in total revenue (above 30% in FY18) compared w ith other  

Fitch-rated councils (average 20% in FY18). The stronger housing price grow th in the past tw o 

years in Waipa indicates that housing demand still outw eighs supply. Fitch expects this to drive 

developers' investment in this region, w hich w ill subsequently increase development 

contributions or vested assets in the future. 

Midrange Revenue Adjustability 

There is no horizontal f iscal equalisation scheme in New  Zealand. How ever, this is mit igated by  

the historically low  correlation betw een rates revenue  and the local socio-economic profile. 

When needed, WDC can adjust its rate levels or the annual increases to meet unexpected 

increases in expenditure. The council's Fitch-adjusted total revenue has climbed at a 

cumulative annual rate of about 9% in the past four years. The operating revenue per  capita in 

Waipa is slightly low er than that of peers, indicating room for grow th. The council's 2018-2028 

long-term plan states that it  w ill limit annual increases in the average rate requirement (after 

grow th) to no more than the forecast local government cost index for that year plus 2%. 
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Revenue Structure 

(NZDm) 

WDC – Risk Profile Assessment 
Risk profile KRF1a KRF1b KRF2a KRF2b KRF3a KRF3b 

High Midrange Stronger Midrange Stronger Midrange Stronger Midrange 

Source: Fitch Ratings 

Revenue Breakdown,  
FY18 

 

% 

Operating 
rev enue  

% total 

rev enue 

General rates, 

uniform annual 

general 
charges 

40   

Transfers 
received 

4  

Targeted 
rates, fees, 

fines, etc. 

56   

Operating 

revenue 

100 65 

Financial 

revenue 

  1 

Capital 

revenue 

 34 

Source: Fitch Ratings, Fitch Solutions, WDC 
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Stronger Expenditure Sustainability 

WDC is not responsible for resource-consuming mandates, such as healthcare, education and 

public security, w hich the central government provides. WDC has  consistently had moderate 

expenditure grow th. It maintained a stronger-than-peer operating margin at above 30% for the 

past f ive years. Capital revenue generally grow s at similar pace to capex, w ith a one-year lag. 

Midrange Expenditure Adjustability 

The share of inflexible costs in total costs for WDC is moderate relative to that of other Fitch-

rated New  Zealand councils. WDC’s capex, w hich is a more f lexible spending item, has formed 

a larger part of the council’s total expenditure than its peers over the past tw o years.  

WDC has signif icant ability to delay or alter the timing of capex to meet changes in expenditure 

priorit ies, unforeseen spikes in maintenance capex (eg f lood damage to local roads) or delayed 

delivery of central government funding for specif ic projects. The condition of WDC's w ater -

related and road infrastructure is average compared w ith those of other councils, giving WDC 

moderate room to reduce expenditure.   

Stronger Liabilities and Liquidity Robustness 

WDC closely adheres to its internal policies and limits on debt, interest-rate, treasury and 

liquidity management. These polic ies and limits generally prohibit the use of risky loan types or  

speculative hedging, and restrict the quantum of refinancing debt in any one period. The 

council's treasury management policy specif ies limits on interest expense and net debt. The 

council had NZD13.2 million of total debt at FY E18, all of w hich carry f loating interest rates – 

hedging is only required w hen total outstanding debt is above NZD25 million and for debt that 

has a tenor of less than f ive years. The Local Government Act 2002 (Amendment Act 2012)  

also grants enhanced supervisory pow ers to the central government's Minister of Local 

Government that increase as a council's ability to repay debt w eakens, regardless of the 

absence of nationally imposed borrow ing limits for LRGs.  

Stronger Liabilities and Liquidity Flexibility 

WDC is permitted to borrow  via bank facilit ies, domestic bond issuance or from the New 

Zealand Local Government Funding Agency Limited, w ith charges on rates under a debenture 

trust deed. There are minimal limits on the investment of local councils' f inancial assets, 

although credit, investment, liquidity and market r isks are closely monitored and disclosed in 

councils' f inancial statements. WDC's liquidity comprises unrestricted cash held on its balance 

sheet and NZD7.5 million of undraw n, committed bank facilities, on w hich there are no legal 

prohibitions on the use. 
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Expenditure Structure (NZDm) - Rating Case 

(NZDm) 

Expenditure Breakdown, 
FY18 

 

% 

Operating 
exp.  

% total 
exp. 

Governance 9   
Planning and 

regulatory 

8  

Community 

services and 
facil ities 

22   

Roads and 
footpaths 

24  

Stormwater 3   
Wastewater 

treatment and 
disposal 

8  

Water 
treatment and 

supply 

13   

Support 

services 

14  

Operating 

expenditure 

100 49 

Financial 

charges 

 1 

Capital 

expenditure 

  50 

Source: Fitch Ratings, Fitch Solutions, WDC 

Debt Analysis 

 FY18 

Fixed rate (%) 0 

Debt service  
(FY18, NZDm) 

0 

Operating balance  
(FY18, NZDm) 

23.6 

Source: Fitch Ratings, Fitch Solutions, WDC 

Liquidity  
NZDm FY18 

Available cash 12.3 
Unrestricted cash  12.3 

Committed credit l ines 7.5 

 
Source: Fitch Ratings, Fitch Solutions, WDC 
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Debt Sustainability of ‘aa’ 

 
 

 

Primary metrics Secondary metrics 

 

Type A 

Economic liability 
burden (%) 

Type B 

Payback (x) 

Fiscal debt  

burden (%) Synthetic DSCR (x) 

aaa X ≤ 40 X ≤ 5 X ≤ 50 X >= 4 

aa 40 < X ≤ 70 5 < X ≤ 9 50 < X ≤ 100 2 ≤ X < 4 
a 70 < X ≤ 100 9 < X ≤ 13 100 < X ≤ 150 1.5 ≤ X < 2 
bbb 100 < X ≤ 140 13 < X ≤ 18 150 < X ≤ 200 1.2 ≤ X < 1.5 

bb 140 < X ≤ 180 18 < X ≤ 25 200 < X ≤ 250 1 ≤ X < 1.2 
b X >180 X > 25 X >250 X < 1 

Source: Fitch Ratings 

 

WDC’s debt sustainability is assessed in the ‘aa’ category under Fitch’s rating case until FY23.  

We expect the payback ratio to be above 7.5x, the f iscal debt burden to be close to 200% and 

the actual debt-service coverage to remain above 2x.  

WDC’s f iscal debt burden appears comparatively w eaker than the payback and coverage ratios, 

reflecting that WDC has a higher proportion of its revenue from capital activities. The 

assessment also factored in strong actual debt-service coverage throughout our projection 

period until FY23, w hich could w eaken after FY24 as debt service rises.      
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(x) 

Debt Sustainability Ratios 
– Fitch’s Base and Rating 
Case Scenario 

 

FY18 

Rating  

case
a
 

Payback (x) 0.04 7.63 

Fiscal debt burden 

(%) 

1 198 

Actual cov erage (x) 17.5 2.8 

 
a
 Fitch’s rating case ends in 2023 

Source: Fitch Ratings, Fitch Solutions, WDC 

Debt Sustainability Ratios: 

 

 Payback: net adjusted 

debt/operating balance (x) 

 Fiscal debt burden: net adjusted 

debt/operating revenue (%) 

 Actual DSCR: operating 

balance/debt service including short-

term debt maturities in the current 

year 

Fitch’s Rating Case Scenario: 

 

The rating case is a through-the-cycle 

scenario that incorporates a 

combination of revenue, cost or 

financial risk stresses. 
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Fitch's Base and Rating Cases Main Assumptions  

     2015-2018 2019-2023 

  Actual     Base case     Rating case 

National nominal GDP growth (Fitch’s assumptions) 5.4 4.8 4.8 

Real GDP growth (%) 4.6 4.5 4.5 

Operating rev enue growth (%) 4.8 4.3 4.3 

Operating expenditure growth (%) 5.3 6.5 6.5 

Capital rev enue growth (%) 17.8 0.9 0.9 

Capex growth (%) 22.0 4.6 4.6 

Cost of new debt (%) n.a. 4.1-5.9 4.1-5.9 

Source: Fitch Ratings 

 

 

 

 

 
 

Fitch adopts conservative assumptions about WDC's capacity to fully deliver its latest capex  

plan, w hich is constrained by the counc il's small budget size and economic profile. The rating 

case thus mirrors the base case, w hich Fitch regards as a stressed scenario.  

Other Rating Factors 

WDC’s IDR is driven by the district council ’s SCP of ‘aa-’. It  is capped by New  Zealand’s Long-

Term Local-Currency IDR (AA+/Stable). No other rating factor affects the f inal rating.   

From SCP to IDR: Including Ceiling or Support 
SCP CAP Floor Asymmetric risks IDR 

  Sovereign rating     

aa- AA+ (Local currency)  - - AA- 

Source: Fitch Ratings 

 

WDC’s Short-Term IDR of 'F1+' is driven by the Long-Term IDR of 'AA-'. WDC had NZD7.5 

million of unused committed bank facilit ies and NZD12.3 million of cash and cash equivalents  

at FY E18, compared w ith NZD13.2 million in total debt. The short-term credit profile is robust. 

The liquidity coverage ratio of 1.8x is also signif icantly higher than the minimum threshold for 

an 'F1+' Short-Term IDR. 

Peer Analysis 

WDC compares w ell w ith other New  Zealand councils in terms of risk profile (assessed at ‘High 

Midrange’) and debt sustainability (‘aa’ category).  

WDC has a low  level of debt compared w ith other NZ counc ils. It  examines its spending c losely, 

especially on the cost eff iciency. Its infrastructure quality is on average w ith other New  Zealand 

councils. How ever, capex for the next f ive years is expected to increase at a fast pace due to 

increasing env ironment compliance standards, infrastructure replacement cycles and 

community facility upgrades. This w ill make Waipa’s payback ratio and f iscal debt burden catch 

up quickly w ith its peers and reach 7.6x in FY23. This is a steep increase in leverage, yet the 
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borrow ing tenor is expected to be medium to long term, taking into account that debt is mainly  

raised to bridge the capital funding gaps.  

WDC’s payback ratio of 7.6x and f iscal debt burden of 198% in FY23 appear  to be stronger  

than Hamilton City Council (AA-/Rating Watch Negative) at 7.4x and 273%, respectively, and 

Queenstow n Lakes District Council (AA-/Rating Watch Negative) at 9.1x and 252%, yet still 

w eaker than Invercargill  City Council (AA/Stable) at 6.5x and 140%.  
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Appendix A 

 

Waipa District Council 

(NZDm) FY15 FY16 FY17 FY18 FY19e FY23e 

Taxes 16.1 21.7 25.1 28.6 42.2 54.4 

Transfers received  2.8 2.8 3.2 2.8 2.8 1.9 

Fees, fines and other operating revenue 43.2 41.1 40.6 40.0 29.3 32.1 

Operating rev enue  62.1 65.6 68.9 71.5 74.2 88.4 

       
Operating expenditure -41.4 -41.4 -44.4 -47.9 -58.2 -65.4 

       

Operating balance 20.7 24.3 24.6 23.6 16.0 22.9 

       
Financial revenue 0.5 0.6 1.1 1.5 0.3 0.2 

Interest expenditure -1.2 -0.8 -1.1 -1.3 -0.9 -8.2 
       

Current balance 20.1 24.0 24.5 23.8 15.4 15.0 
       

Capital revenue 19.2 28.1 28.3 37.3 34.1 38.9 
Capital expenditure  -28.0 -29.3 -38.3 -49.2 -91.0 -61.7 

       
Capital balance -8.8 -1.2 -9.9 -12.0 -56.8 -22.8 

       

Surplus (deficit) before net financing 11.3 22.8 14.6 11.8 -41.4 -7.8 

       
New borrowing 0.0 0.0 0.0 0.0 41.8 5.5 

Debt repayment 0.0 0.0 0.0 0.0 -6.0 0.0 
       

Net debt movement 0.0 0.0 0.0 0.0 35.8 5.5 
       

Ov erall results 11.3 22.8 14.6 11.8 -5.6 -2.3 
       

Debt        
Short-term 0.0 0.0 7.0 6.0 0.0 36.0 

Long-term 13.2 13.2 6.2 7.1 49.0 142.5 

Direct debt 13.2 13.2 13.2 13.2 49.0 178.5 
+ Other Fitch classified debt - pre-financing 0.0 0.0 0.0 0.0 0.0 0.0 

Direct risk 13.2 13.2 13.2 13.2 49.0 178.5 
- Cash, l iquid deposits, sinking fund 12.7 18.2 17.1 12.3 3.2 3.5 

Net direct risk 0.6 -4.9 -3.9 0.8 45.8 175.0 
Guarantees and other contingent l iabilities 0.6 0.5 0.4 0.1 0.1 0.1 
Net Indirect debt (public sector entities exc. gteed amount) 2.2 0.1 0.0 0.0 0.0 0.0 

Net ov erall risk 3.4 -4.4 -3.4 0.9 45.9 175.1 

Source: Fitch Ratings, Fitch Solutions, WDC 
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Appendix B 

 

Waipa District Council 
(NZDm) FY15 FY16 FY17 FY18 FY19e FY23e 

Fiscal performance ratios       
Operating balance/operating revenue (%)  33.4 37.0 35.6 33.0 21.5 25.9 

Current balance/current revenue (%)  32.1 36.3 35.0 32.6 20.7 16.9 
Operating revenue growth (annual % change)  4.7 5.7 5.0 3.7 3.9 4.7 

Operating expenditure growth (annual % change)  6.2 0.0 7.2 7.9 21.7 5.1 
Surplus (deficit) before net financing/total revenue (%)  13.8 24.2 14.9 10.7 -38.1 -6.1 

Surplus (deficit) before net financing/GDP (%)  0.6 1.2 0.7 0.5 -1.8 -0.3 
Total revenue growth (annual % change) 3.5 15.2 4.3 12.1 -1.4 -0.5 

Total expenditure growth (annual % change) 13.1 1.3 17.2 17.5 52.5 -22.5 

Debt ratios       

Primary metrics       
Economic liabil ity burden (%) 35.2 35.1 33.6 30.7 30.8 49.9 

Payback ratio (x) 0.0 -0.2 -0.2 0.0 2.9 7.6 
Payback ratio excluding WCFT (x) 0.0 -0.2 -0.1 0.1 2.9 7.6 

Overall payback ratio (x) 0.2 -0.2 -0.1 0.0 2.9 7.6 
Gross payback ratio (x) 0.6 0.5 0.5 0.6 3.1 7.8 

Secondary metrics       
Fiscal debt burden (%) 0.9 -7.5 -5.6 1.2 61.7 198.1 

Actual debt service coverage ratio (x) 17.5 29.2 21.5 17.5 2.3 2.8 

Other debt ratios       

Liquidity coverage ratio (x) 24.6 44.5 37.4 30.1 4.1 3.2 
Direct debt maturing in one year/total direct debt (%) 0.2 0.2 53.2 45.7 0.0 20.2 

Direct debt (annual % change)  -0.1 -0.2 -0.2 -0.2 271.9 3.2 
Apparent cost of direct debt (interest paid/direct debt) (%) 8.8 6.1 8.5 10.1 2.8 4.6 

Rev enue ratios       
Tax revenue/total revenue (%)  19.7 23.0 25.6 26.0 38.8 42.7 

Current transfers received/total revenue (%)  3.5 3.0 3.2 2.6 2.6 1.5 
Interest revenue/total revenue (%) 0.7 0.6 1.1 1.4 0.3 0.2 

Capital revenue/total revenue (%) 23.4 29.8 28.8 33.8 31.4 30.5 
GDP deflated total revenue growth (annual % change) 2.8 12.9 1.4 9.5 -3.0 -2.5 

Expenditure ratios       
Staff expenditure/total expenditure (%) 24.3 25.0 21.9 20.8 15.7 19.5 

Current transfers made/total expenditure (%)  1.4 1.4 1.3 1.0 0.7 0.7 
Interest expenditure/total expenditure (%) 1.7 1.1 1.3 1.3 0.6 6.0 

Capital expenditure/total expenditure (%)  39.7 41.0 45.7 50.0 60.6 45.6 
GDP deflated total expenditure growth (annual % change) 12.4 -0.7 13.9 14.8 50.1 -24.1 

Source: Fitch Ratings, Fitch Solutions, WDC 
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Appendix C: Data Adjustments 

Net Adjusted Debt Calculation 
Fitch’s adjusted debt includes WDC’s direct debt (NZD13.2 million at FYE18). 

Fitch’s net adjusted debt corresponds to the difference betw een Fitch’s adjusted debt and the 

LRG’s year-end available cash regarded as unrestricted by Fitch (NZD12.3 million at FYE18). 

Specific adjustments for WDC 

Gain on revaluation, depreciation and amortisation, loss on disposals and impairment of non-

financial assets are excluded in revenue and expenses. 

Fitch regards term deposits maturing w ithin 12 months as cash. 

Audited annual f inancial statements are provided only on consolidated basis for WDC, 

including both Waipa District Counc il and Waipa Community Facilities Trust (WCFT). Fitch 

assesses the impact of WCFT on the credit profile of WDC as minimal – WCFT has been in a 

low  net cash position and generated a low  operating profit for the past f ive years, and the 

contingent liabilities  of WDC for WCFT have been fully  disclosed. Fitch does not adjust WDC’s  

reported statements for rating purposes; w e list out the payback ratio calculated by excluding 

WCFT, and the difference is only at 0.01x for the past f ive years.  
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