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13.1 Airport Land Lease Agreements 

Author: Jacky Clarke, Programme Delivery Manager  

Authoriser: Andrew Dixon, Group Manager Infrastructure  

Section under the Act The grounds on which part of the Council or Committee may be closed 
to the public are listed in s48(1)(a)(i) of the Local Government Official 
Information and Meetings Act 1987. 

Sub-clause and 
Reason: 

s7(2)(a) and s7(2)(b)(ii) - The withholding of the information is necessary 
to protect the privacy of natural persons, including that of deceased 
natural persons and The withholding of the information is necessary to 
protect information where the making available of the information 
would be likely unreasonably to prejudice the commercial position of 
the person who supplied or who is the subject of the information 

Plain English Reason: To protect a person’s privacy, including the privacy of deceased persons 
and To protect commercially sensitive information. 

  

Recommendation 

1. That the lease rate per square metre of land for the expired leases or leases that expire in 
the next 12 months be set at $15 per square metre, with the exception of the leases for 
the South Canterbury Aero Club and the South Canterbury Aviation Heritage Centre which 
are set at $3 per square metre due to the public benefit; and 

 

2. That the non-compliance with the Council Revenue and Financing Policy is noted.  

3. Council resolves that the report and recommendations be released to the public with the 

redaction of commercially sensitive information and the names of lease holders. 

 
Purpose of Report 

1 To consider rates that should be charged for land leases at the airport. 

Assessment of Significance 

2 This matter is considered to be of low significance in terms of the Timaru District Council 
Significance and Engagement policy. There are a very limited of people affected and potential 
for positive impact on rating. 

Background 

3 The airport has a number of privately owned hangars situated on airport land.  The land for 
these hangars is leased to the hangar owners on a medium-term basis being periods of 15 
years including rights of renewals. 

4 The use of these private hangars and land is a mix of commercial activities, private use and 
clubs or societies.  
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5 Council Officers have been working with the airport users for some time regarding their land 
leases and have now finalised a standard template (attachment 1) which has been shared with 
the users who currently have expired leases. 

6 The next step in the process is to set the rate per square metre for each of the expired leases.  

7 There are 21 hangar site land leases at the airport and the other lease holders will have their 
lease terms and conditions reviewed upon expiry of their existing leases. 

Discussion 

8 Council Officers have noted the Councillors direction to increase user pays where there is 
clearly a private benefit that was given at the Annual Plan Workshop 1 on 28 January 2025. 

9 A market valuation has been carried out (attachment 2) this shows that the fair market rental 
for hangar ground leases is in the range of $15-$20 per square metre of land, per annum, plus 
GST.  

10 Set out in the table below the rates currently being paid and the proposed rates for your 
consideration. All rates exclude GST.  

11 Historically we have also offered different rates to commercial users as opposed to 
recreational users. For this assessment we have applied the public versus private benefit to 
the thinking and as there is a public benefit to leasing to both the South Canterbury Aero Club 
and the South Canterbury Aviation Heritage Centre it is proposed they pay a lower rate. All 
other users whether recreational or commercial pay the higher rate. 

12 While both the South Canterbury Aero Club and the South Canterbury Aviation Heritage 
Centre have limited ability to increase their costs to recover any fee increases, as this is likely 
to risk a reduction in patronage. Having both these entities at the Airport is considered an 
asset and any member of the public (albeit at a cost) can benefit from the services they provide 
should they wish. 

13 As part of the recent discussions with the airport users around landing fees, a summary of 
Timaru Airport Operational actual costs for 2023/24 year was prepared (attachment 3). This 
shows that the hangar leases are only contributing 3% of the operational costs at the airport 
and rates funding 53% of this activity.  The 2024/25 financial year will be very similar to the 
2023/24 with some increase in landing charges that will generally offset inflationary cost 
increases. 

14 If Council elects to make these changes and increase to a more user pays model, the ranges 
currently set in the Revenue and Finance Policy will change. Funding for the Airport is currently 
set at User Charges 30-50% and Rates of 50-70%. The rates funding is currently 53% of the 
total airport funding and a significant increase in lease rents will reduce this proportion to 
40%. 

15 Committee Members should acknowledge this non-compliance with the Revenue and 
Financing Policy.  Any review of the Revenue and Financing Policy will need to be undertaken 
as part of a Long Term Plan or Annual Plan process and will require community consultation.  
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Lease Holder Property m² leased Current / 
m²  rate 

Current amount 
p/a 

Proposed / 
m²  rate 

Proposed 
amount p/a 

Reasoning  Alternative 
rate 
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Options and Preferred Option 

16 Option 1 (Recommended) is that the new leases including those that have expired are $15 
including GST per square metre of land leased.  This new lease rate and comparison to past 
lease rates is shown in the table of proposed increases.  The proposed lease includes annual 
CPI adjustment, and a rent review based on market valuation every 3 years.   

17 Option 2 is setting a lower rate such as $10 including GST per square metre of leased land 
considering the significant increase from past rates.  However, at the next market rent review 
we could be in the same position where we were having to catch up. By not seeking market 
rates for the land, we are also doing our ratepayer an injustice as they are subsidising the 
operational costs for the airport, and Council has given a strong direction that it is preferable 
to move to a user pays model.  This option has also been set out in the table for comparison. 

18 Option 3 is Council determining an alternative lease rate and consideration could be given to 
differentiating between commercial and private use.  

Consultation 

19 We anticipate that the proposed increase will not be popular with the lease holders, and they 
may contact the elected members or media in relation to this. There have been previous 
discussions with the airport users around moving to a model which is more sustainable in the 
future and market rent was discussed and included in the draft lease template that refers to 
market rent.  This agreement was sent to the expired lease holders at the airport for feedback 
and subsequent amendments were made to the final template. 

Relevant Legislation, Council Policy and Plans 

20 Property Law Act 2007 

21 Timaru District Council Long Term Plan 2024-34 

Financial and Funding Implications 

22 At present the Airport activity is significantly funded by rates.  With the Council indicating a 
preference to move towards a user pays model lease rates need to increase substantially. 
While there is a public benefit to a couple of the leases which has been recognised in the 
proposed changes, the majority have little to no public benefit. 

23 The Council’s funding policy recommends that private benefit activities should be funded by 
user charges. 

Other Considerations 

24 There are separate lease agreements for the terminal building space with Air New Zealand 
and car parking with rental car companies.  The airport farm is also separately leased.  All of 
these are based on market appraisals. 

25 Other charges are also being reviewed as the opportunity arises and we have recently 
completed a review of landing fees with a move to a more user pays based model by having 
different rates based on the total number of landings in the previous year. 

Attachments 

1. Deed of Lease Template for Hangar Sites   



Public Excluded Infrastructure Committee Meeting Agenda 18 February 2025 

 

Item 13.1 Page 5 

2. Timaru Airport Hangar Ground Rental Valuation   
3. Timaru Airport Operational Costs and Revenue 2023/24 - Summary    
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