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Fitch maintains ratings on 18 councils, all in the ‘AA’ category

Council Rating Last Action Date

Ashburton District AA+/Stable Affirmed Jan-25

Environment Canterbury AA+/Stable Affirmed Jun-25

Invercargill City AA+/Stable Affirmed Nov-25

Selwyn District AA+/Stable Affirmed May-25

Waikato District AA+/Negative Affirmed Mar-25

Central Otago District AA/Stable Assigned Mar-25

Far North District AA/Stable Affirmed Dec-24

Hawke’s Bay Regional AA/Stable Affirmed May-25

Manawatu District AA/Stable Assigned Sep-25

Waimakariri District AA/Stable Assigned Aug-25

Timaru District AA-/Stable Assigned Jan-25

Clutha District AA-/Stable Affirmed May-25

Hauraki District AA-/Stable Assigned Oct-25

Whakatane District AA-/Stable Affirmed Jun-25

Gore District AA-/Stable Affirmed Jun-25

Waipa District AA-/Stable Affirmed May-25

Rotorua Lakes AA-/Stable Affirmed Feb-25

Queenstown Lakes District AA-/Negative Affirmed Jun-25
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Rating Criteria

 International Local and Regional Governments 
Rating Criteria (LRG Criteria, August 2024)

https://www.fitchratings.com/research/internati
onal-public-finance/international-local-regional-
governments-rating-criteria-16-08-2024
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LRG Criteria Steps



5

LRG Criteria

Standalone Credit Profile (SCP)

Risk Profile + Financial Profile – 
Asymmetric Risk -> Peer Analysis -> 

Notch-specific SCP

Simplified 
Rating 

Methodology 
for Local and 

Regional 
Governments 

(LRG)

Issuer Default Rating (IDR)

 
Floor <= IDR = SCP + Extra Upper Tier 

Support <= Cap

Risk Profile: Based on individual assessments of Revenue Robustness, Revenue 
Adjustability, Expenditure Sustainability, Expenditure Adjustability, Liabilities 
and Liquidity Robustness and Liabilities and Liquidity Flexibility.

Financial Profile: Assessed through an issuer-specific rating case scenario that 
incorporates revenue, cost or financial risk stresses. The Primary Metric – the 
Payback Ratio: Net Adjusted Debt / Operating Balance (for “Type B” LRGs 
only)

Peer Analysis: Positioning the issuer within the peer group.

Asymmetric Risk: The analysis will consider whether certain additional risk 
factors may affect the SCP conclusion. These risk factors include accounting 
policies, reporting and transparency, management and governance and pension 
liabilities, having either a neutral or negative effect on the SCP only.

Extraordinary Support: In some cases, LRGs can benefit from external support, 
including potential for bail-out from an upper tier of government. This may take 
the form of intergovernmental debt with concessionary terms or ad hoc 
flexibility measures such as additional revenues or exemption of expenditure 
obligations. 
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Risk Profile
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Risk Profile – NZ Councils
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Financial Profile and Scenarios

• Fitch applies several quantitative metrics to assess the ability of the LRG to withstand a reasonable downturn over the 
rating horizon. This is done through applying an issuer-specific rating case scenario.

• Sensitisations/stresses applied in a rating case scenario reflect the assessment of the six Key Risk Factors. This approach 
establishes the range of performance where a rating would be expected to remain stable.

Rating Scenarios:
• Base Case – Fitch will evaluate a five-year cash flow scenario that serves as our expected (base) case in the current 

macroeconomic environment. This base case is the starting point of our sensitivity analysis and will typically be based on:

1. Historical financial performance (patterns and trends) – last five years
2. Council budgets – Annual Plans and Long-Term Plans
3. Other public sources + Fitch’s assumptions – e.g. opex/capex assumptions, debt trajectory modelling, forecast interest 

rates, etc

• Rating Case - will consist of a “through-the-cycle” scenario that incorporates a combination of revenue, cost and/or 
financial risk stresses, which are usually formed by reference to historical events, peer analysis, and Fitch’s expectations for 
the future. 
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Financial Profile and Scenarios

Operating Balance:
• Fitch will adjust the council’s income statement for financial items (e.g. interest revenue or expense), capital items (e.g. 

capital subsidies, sale of assets), and non-cash items (e.g. depreciation, vested assets) in its assessment of the operating 
balance.

• The Operating Balance is the key input to Fitch’s debt metrics

Net Adjusted Debt:
Financial metric assessments used in ratings will be based on Fitch-Adjusted Net Debt. In addition to direct debt, Fitch may 
reclassify other liabilities or contingent liabilities under “Other Fitch-classified debt”, such as:

• Direct debt (e.g. LGFA borrowings)
• Finance leases
• Intergovernmental debt
• Debt of majority-owned entities (i.e. CCOs or CCTOs)
• Guarantees
• Other contingent liabilities

➢ Net Adjusted Debt = Direct Debt + Other Fitch-classified Debt - Unrestricted Cash and Cash-equivalents

Typically included in adjusted debt

Not typically included in adjusted debt if low 
likelihood of raising a direct liability to the LRG (eg. 
creditworthy CCO)
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Financial Profile – Debt Metrics

Primary & Secondary Metrics for Councils:
• The primary metric is the Payback Ratio [Net Adjusted Debt / Operating Balance]

• This measures the ability of an entity to pay down its debt from its own recurring resources.

Fitch will also consider the following secondary metrics: 

• Debt Service Coverage [Operating Balance / Debt service]: Coverage of debt service is measured by a synthetic debt service 
indicator (mortgage-style amortisation over 15 years) or actual debt service requirement.

• Fiscal Debt Burden [Net Adjusted Debt / Operating Revenue] is an indication of the size of debt in proportion to the fiscal 
capacity in the form of recurring resources. It compares entities with similar scopes of responsibility. 
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Financial Profile and Standalone Credit Profile

• Note: The metrics considered are taken from 
the Fitch Rating Case forward-looking scenario 
(i.e. latter year(s) of the five-year scenario).

• (The Economic Liability Burden is not applicable 
to NZ councils).

• SCP Positioning - This table provides the typical 
Standalone Credit Profile Category based on risk 
profile and financial profile combinations (the 
“suggested analytical outcome”). 

• Notch-specific SCP derivation (e.g. “aa+”, “aa” or 
“aa-”) is primarily based on peer analysis, which 
includes analysis of the relative positioning of an 
entity’s primary and secondary debt metrics.
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Timaru District Council - Current Assessment 



Global and 
Local Context 
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Ratings
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Greater volatility in revenue and expenditure since pandemic onset
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Operating balance trend lagging debt growth, resulting in rising leverage in the sector. For now
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Revenue powers, particularly rates, expected to counter the sharper debt growth
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Upswing in rates revenue to drive stronger operating surpluses
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Debt metrics tested, but pressure expected to be transitory

The “Payback ratio” is Fitch’s measure of leverage: Council net adjusted debt / operating balance
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Factors to Watch

• Policy and regulatory settings (examples):

o Local Water Done Well

- Water services currently remain included in our council assessments. Leverage may rise in the 
near-term with higher debt leeway for CCOs. Potential long-term benefits to council credit 
profiles depending on how plans evolve and Fitch’s treatment of CCOs

o Rates Capping – passage of the proposal into legislation; counteracting changes; government 
support

o RMA – potential replacement/changes; potential fiscal impacts to councils (although may not be 
significant on the most part)

• Capex/Debt growth; impact on leverage

o Capex delivery rates, catch-up of historical infrastructure underspend; speed of debt growth

• Implementation of council revenue adjustments to offset expenditure pressures

o Path of growth in operating balances; avoidance of budget slippage; operating balance trend against 
debt growth



https://www.fitchratings.com/rating-definition-document

https://www.fitchratings.com/understandingcreditratingshttps://www.fitchratings.com/site/regulatory

https://www.fitchratings.com/site/regulatory

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers. Please read these limitations and disclaimers by 
following this link: https://www.fitchratings.com/rating-definition-document. In addition, the following details Fitch's rating definitions 
for each rating scale and rating categories, including definitions relating to default. Published ratings, criteria, and methodologies are 
available from this site at all times. Fitch's code of conduct, confidentiality, conflicts of interest, affiliate firewall, compliance, and other 
relevant policies and procedures are also available from the Code of Conduct section of this site. Directors and shareholders’ relevant 
interests are available at https://www.fitchratings.com/understandingcreditratingshttps://www.fitchratings.com/site/regulatory. Fitch 
may have provided another permissible or ancillary service to the rated entity or its related third parties. Details of permissible or 
ancillary service(s) for which the lead analyst is based in an ESMA- or FCA-registered Fitch Ratings company (or branch of such a 
company) can be found on the entity summary page for this issuer on the Fitch Ratings website.

In issuing and maintaining its ratings and in making other reports (including forecast information), Fitch relies on factual information it receives from issuers and 
underwriters and from sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it in accordance with its 
ratings methodology, and obtains reasonable verification of that information from independent sources, to the extent such sources are available for a given security or in a 
given jurisdiction. The manner of Fitch's factual investigation and the scope of the third-party verification it obtains will vary depending on the nature of the rated security 
and its issuer, the requirements and practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and nature of 
relevant public information, access to the management of the issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-
upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parties, the availability of independent and 
competent third- party verification sources with respect to the particular security or in the particular jurisdiction of the issuer, and a variety of other factors. Users of Fitch's 
ratings and reports should understand that neither an enhanced factual investigation nor any third-party verification can ensure that all of the information Fitch relies on in 
connection with a rating or a report will be accurate and complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the information they provide to 
Fitch and to the market in offering documents and other reports. In issuing its ratings and its reports, Fitch must rely on the work of experts, including independent auditors 
with respect to financial statements and attorneys with respect to legal and tax matters. Further, ratings and forecasts of financial and other information are inherently 
forward-looking and embody assumptions and predictions about future events that by their nature cannot be verified as facts. As a result, despite any verification of current 
facts, ratings and forecasts can be affected by future events or conditions that were not anticipated at the time a rating or forecast was issued or affirmed.  Fitch Ratings 
makes routine, commonly-accepted adjustments to reported financial data in accordance with the relevant criteria and/or industry standards to provide financial metric 
consistency for entities in the same sector or asset class.

The information in this report is provided "as is" without any representation or warranty of any kind, and Fitch does not represent or warrant that the report or any of its 
contents will meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a security. This opinion and reports made by 
Fitch are based on established criteria and methodologies that Fitch is continuously evaluating and updating. Therefore, ratings and reports are the collective work product 
of Fitch and no individual, or group of individuals, is solely responsible for a rating or a report. The rating does not address the risk of loss due to risks other than credit risk, 
unless such risk is specifically mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared authorship. Individuals identified in a Fitch 
report were involved in, but are not solely responsible for, the opinions stated therein. The individuals are named for contact purposes only. A report providing a Fitch rating 
is neither a prospectus nor a substitute for the information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the 
securities. Ratings may be changed or withdrawn at any time for any reason in the sole discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are 
not a recommendation to buy, sell, or hold any security. Ratings do not comment on the adequacy of market price, the suitability of any security for a particular investor, or 
the tax-exempt nature or taxability of payments made in respect to any security. Fitch receives fees from issuers, insurers, guarantors, other obligors, and underwriters for 
rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number of 
issues issued by a particular issuer, or insured or guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from US$10,000 to 
US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its 
name as an expert in connection with any registration statement filed under the United States securities laws, the Financial Services and Markets Act of 2000 of the United 
Kingdom, or the securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch research may be available to 
electronic subscribers up to three days earlier than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian financial services license (AFS license no. 337123) which authorizes it 
to provide credit ratings to wholesale clients only. Credit ratings information published by Fitch is not intended to be used by persons who are retail clients within the 
meaning of the Corporations Act 2001.

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating Organization (the "NRSRO"). While certain of 
the NRSRO's credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such are authorized to issue credit ratings on behalf of the NRSRO (see 
https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries are not listed on Form NRSRO (the "non-NRSROs") and therefore credit ratings issued by 
those subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel may participate in determining credit ratings issued by or on behalf of the 
NRSRO.

Copyright © 2025 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500.  
Reproduction or retransmission in whole or in part is prohibited except by permission. All rights reserved.

DC-XXXX / PW no.

https://www.fitchratings.com/rating-definitions-document
https://www.fitchratings.com/understandingcreditratingshttps:/www.fitchratings.com/site/regulatory
https://www.fitchratings.com/site/regulatory

	Slide 0: Fitch Ratings International Public Finance 
	Slide 1: Fitch maintains ratings on 18 councils, all in the ‘AA’ category 
	Slide 2: International Local and Regional Governments Rating Criteria
	Slide 3: Rating Criteria
	Slide 4: LRG Criteria Steps
	Slide 5: LRG Criteria
	Slide 6: Risk Profile
	Slide 7: Risk Profile – NZ Councils
	Slide 8: Financial Profile and Scenarios
	Slide 9: Financial Profile and Scenarios
	Slide 10: Financial Profile – Debt Metrics
	Slide 11: Financial Profile and Standalone Credit Profile
	Slide 12: Timaru District Council - Current Assessment 
	Slide 13: Global and Local Context to Fitch’s Ratings
	Slide 14: Greater volatility in revenue and expenditure since pandemic onset 
	Slide 15: Operating balance trend lagging debt growth, resulting in rising leverage in the sector. For now 
	Slide 16: Revenue powers, particularly rates, expected to counter the sharper debt growth 
	Slide 17: Upswing in rates revenue to drive stronger operating surpluses 
	Slide 18: Debt metrics tested, but pressure expected to be transitory 
	Slide 19: Other Factors to Watch
	Slide 20: Factors to Watch
	Slide 21

