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 Report 
  

TO: Annual Plan Hearings Committee 

FROM: Development Services Manager 

MEETING DATE: 11 May 2011 

  
SUBJECT: BUILDING CONTROL FEES AND REVIEW 

 

SUMMARY 

At the Council meeting on  20 January 2011 the following resolution was moved 
(Brown/Vandervis) and put and carried by the Council: 
 

"That a review and scope of the activities of Development Services (Animal 
Control, Building Control, Environmental Health, Liquor Licensing) be 
undertaken by the Chief Executive, General Manager City Environment, the 
Deputy Mayor and the Chairperson of the Planning and Environment 
Committee, and reported back to Council via the Planning and Environment 
Committee." 

 
As a first step, in relation to a review of Building Control, Schema (an external consultant) 
were engaged to conduct a comparative analysis of the Dunedin City Councils' building 
consent fees, funding regime and cost structure relative to other selected territorial 
authorities and attached is their report.  Schema's report was received very recently and 
they made a number of recommendations to review various aspects of the Council's 
building consent system. 
 
Schema's main findings are that the Council's overall costs appear to be higher than other 
similar territorial authorities and that the building consent fee structure used is unique to 
the Dunedin City Council.   
 
A number of recommendations are made by management to address the Schema findings, 
aiming at reducing the costs of the building control team and with amending the current 
building consent fees structure. 

  
 

IMPLICATIONS FOR:  
 

(i) Policy: No 
 

(ii) Approved Annual Budget: Possibly – if building consent fees are 
amended during 2011/12. 
 

(iii) LTCCP/Funding Policy: Possibly – depending on the outcome of the 
overall review. 
 

(iv) Activity Management Plans: 
 

Possibly – depending on the outcome of the 
overall review. 
 

(v) Community Boards: No 
 

(vi) Sustainability: Yes – reducing costs and building consent 
fees will reduce costs in the building industry. 
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RECOMMENDATIONS 

That the Council: 
 
1 Note that a review of the building consent fees structure to provide a more 

transparent funding regime, based on fees structures utilised by other Councils, will be 
undertaken and be reported to the Planning and Environment Committee on 6 
September 2011 or earlier if available. 

 
2 Note that an overall review of Building Control Services will be reported to the 

Planning and Environment Committee in time for the 2012/12 Long Term Plan 
consideration which will address proposed changes to the way in which services are 
delivered in order to provide sustainable lower cost services. 

 
3 Note that liaison will be undertaken with the Building Industry in regard to the review 

of building consent fees and processes. 
 
 
INTRODUCTION 

At the Council meeting on 20 January 2011 a motion was passed requesting a review of 
Development Services of which Building Control is one part. 
 
As a first step, Schema (an external consultant) were engaged to conduct a comparative 
analysis of the Dunedin City Councils' residential building consent fees, funding regime and 
cost structure relative to other selected territorial authorities in order to better understand: 
 
• differences between Dunedin City Council building consent fees and those charged by 

those other territorial authorities (if any); and 
 
• differences between Dunedin City Council's building control cost structure and funding 

approach relative to those of other territorial authorities (if any) 
 
The purpose of this report is to present the findings of that comparative analysis and to make 
a number of recommendations to improve the operation of the Building Control Unit. 
 
Territorial Authorities 

It was decided to include in the scope of the comparative analysis a group of territorial 
authorities that were perceived to have commonalities with the Dunedin City Council in terms 
of one or more of the following characteristics: 
 
• metropolitan character 
• population 
• geographical area 
• number of building consents issued annually 
• value of building work completed annually 
 
On this basis, the following territorial authorities were selected for inclusion within the scope 
of this investigation: 
 
• Christchurch City Council 
• Auckland City Council 
• Wellington City Council 
• Tauranga City Council 
• Hamilton City Council 
• Palmerston North City Council 
• Hastings District Council 
 
While all of the above territorial authorities selected for inclusion in the investigation agreed 
to fully participate, no information was provided by the Christchurch City Council due to the 
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disruption to the delivery of council services caused by recent earthquakes and no funding or 
cost structure information was received from the Auckland City Council due to the recent 
restructuring of its services. 
 
SCHEMAS REPORT FINDINGS 

The complete Schema report should be read for their full analysis and findings.  The four main 
themes contained in the report are as follows: 
 
• Particular characteristics when compared to other councils 
• The overall cost structure of the building control service 
• Building consent fee structure 
• Funding regime 
 
Territorial Authority Characteristics  

Schema noted that the Dunedin City Council had some characteristics which differentiated it 
from other territorial authorities included in the analysis and which need to be recognised 
when looking at the delivery of building control services: 
  
• relatively small size of most building projects (the Dunedin City Council processes many 

more low value consents, ie less than $20k and far fewer new dwellings) 
• relatively low level of building activity given the population size 
• need for delivery of services across a large geographical area 
• relatively low rate of growth 
 
Cost Structure 

Schema found that the Council's building control services have a relatively larger overall 
operational budget and indications are that the total amount of funding that the Council's 
building services requires is greater than for other territorial authorities. (See Schema 
Appendix 8 "Building Control Services Cost Structures"). 
 
Internal costs appear to be a significant cost component of the building control services cost 
structure for all territorial authorities.  The proportion and absolute value of Dunedin’s 
overhead allocations appears to be roughly similar to other territorial authorities that provided 
data for this investigation.   
 
The Council appears to be no different to other territorial authorities with respect to the high 
proportion of its costs that are directly attributable to labour costs, particularly personnel 
costs in the form of salaries and wages.    
 
However, as with total revenue and overhead costs, the total amount of expenditure apparent 
at the Council appears relatively higher. 
 
Fees Structure 

Schema noted that the Council's building fees are charged in a manner that is quite distinct 
when compared to the other territorial authorities included in the study and they noted a 
number of significant differences: 
 
• While the other territorial authorities charge separately for various services provided, 

the DCC charges an "all-in-one" fee being a single fee to traverse the building control 
process through to code compliance certificate; 

• Quoted fees identify a deposit amount only for other territorial authorities with 
adjustments made to reflect the final cost of specific services required and provided; 

• Hourly rates are used more extensively as a charging basis by other territorial 
authorities and in some cases include differentiation of rates reflecting officer 
competency; 

• Pre-application services are charged for by some territorial authorities; 

• An alternative service to a PIM is offered by other territorial authorities; 
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• Separate administration related fees (eg file retrieval, document management) are 
charged by some territorial authorities; 

• Inspection fees are charged on either a pro-rata basis, reflecting either number of 
inspections or officer hours involved, by all other territorial authorities; 

• Travel is separately charged for by some territorial authorities on the basis of distance 
travelled and/or officer time; 

• All other fee regimes differentiate the level of fees charged to reflect complexity of 
building type.  Different fees are charged for commercial as opposed to residential work, 
plumbing and drainage as opposed to building work or for buildings of specific 
complexity. 

In essence, fees calculated for individual project bands for other territorial authorities in the 
Schema report reflect the minimum fee that would be payable and are based on everything 
going smoothly in terms of the consent application processing and inspection steps.  
Additional inspections or work in excess of the standard amount will typically be charged on 
top of the fee. 

 
Schema noted that while the Council's approach seems likely to bring about more clear and 
accurate applicant understanding of the total fee to be incurred it also introduces a number of 
disadvantages including the following: 

 
• Increased perception of the Dunedin City Council having higher fees – accurate 

comparison is not readily made with other territorial authorities and perceptions of the 
Council’s fees being  greater is heightened as the fee title (ie building consent) indicates 
that a more limited scope of service will be provided than actually occurs; 

• Transparency is decreased - it is less clear what services are being delivered and how 
costs accrue throughout the building control process; 

• Greater reliance on accurate establishment of revenue, costs and fee calculation method 
prior to service delivery – the derivation and application of standard or average fees 
requires consideration of more full information prior to service delivery than a variable 
pricing approach and may be associated with over compensation for increased risk of 
error;  

• The real cost of service delivery may be less accurately or frequently tracked; 

• Individual differences in building projects may not be accommodated or recognised – 
accommodation of differences in real service delivery costs arising from variations in 
application complexity, travel requirements, applicant input or other  factors is more 
difficult; 

• Applicant motivation to improve the quality of applications submitted or to facilitate 
efficiencies when dealing with the Council may be reduced. 

 
 
Funding Regime 

Schema noted that 25% of income for the provision of Dunedin's building control services 
came from rates in the past financial year.  Of the other councils looked at, Wellington 
received 41% rates funding,  Palmerston North received 45% rates funding and the other 
territorial authorities included in this investigation derived 10 - 13 percent of their income 
from rates.   
 
SCHEMA'S RECOMMENDATIONS 

Schema made a series of recommendations in their report that related to a review of the 
services with a focus on the following: 
 
• Reviewing the departments cost structure with a view to reducing overall costs 

• Reviewing the fees structure 

• Reviewing the types of services and how they are delivered having regard to the 
characteristics of the city and type of building projects 
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The full report should be read for the recommendations in full.   
 
BUILDING CONTROL MANAGEMENT RESPONSE 

The management of the Building Control Department have carefully considered the findings 
and recommendations contained in the Schema report and their proposed response is set out 
below.  The report has only recently been received so there has been insufficient time to fully 
consider all aspects of it so the response identifies the work that needs to be done and two 
proposed timelines. 
 
The Schema report is the first step in reviewing residential building control services providing 
information which helps identify areas for improvement.   
 
The second step is to extend this benchmarking to commercial building control services.  
While the Council does not differentiate between building types with its fee structure other 
councils do.  In order to confirm Schema’s findings a full comparison is required. 
 
The first proposed timeframe relates to a consideration of changes to be undertaken during 
the 2011/12 year once further work is undertaken, with a target to report to the Planning and 
Environment Committee by its 6 September meeting, or earlier if the outcomes of that 
consideration are available. 
 
The second timeframe relates to the need to do further more detailed work on reviewing the 
Departments overall costs with a view to increasing efficiency and reducing cost which will 
take longer and which will be reported to the Planning and Environment Committee in time to 
be considered as part of the 2012/12 Long Term Plan consideration. 
 
Building Control Costs 

It is accepted that the overall costs of providing building control services is higher in Dunedin 
than for the other territorial authorities investigated as part of the report and that those 
overall costs need to be reduced.   
 
There are a number of possible reasons for the comparatively greater costs which will need 
further analysis so that changes can be made that improve the efficiency of the operation with 
a view to bringing about cost reductions.  Some of those changes may be related to the 
systems and processes which have built up incrementally and have had to be re-engineered 
with the change from the obsolete GEMS computer system to the new Pathway computer 
system and then this followed by the introduction of new administrative requirements in order 
to gain accreditation as a Building Consent Authority.   
 
In order to bring about a reduction in costs, Management propose: 

 To bring in a time recording system within Building Control to provide better management 
information on processing times and efficiency and to provide necessary information for 
possible subsequent time charging basis for future fees 

 To initiate a review of the Building Control Department to identify ways for increasing the 
efficiency of the departments operations to reduce overall costs which will include: 

 A first principles review of the systems and processes needed to deliver an efficient 
customer focussed building control service and the design and delivery of an improved 
process 

 A review of staffing levels required to complete tasks 

 To review the value of overhead costs apportioned to building control services 

 To identify additional efficiencies and wastage within the system and either 
implementing the efficiencies or eliminating the wastage 

 To continuously review staffing levels to ensure they are at the correct level to complete 
the required tasks 

 To ensure that any modified Building Consent Authority policies and procedures provide 
on-going compliance with any future changes in legislation and with on-going accreditation 
requirements 
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 To report to the Planning and Environment Committee in time for the 2012/12 Long Term 
Plan consideration which will address changes to the way in which services are delivered in 
order to provide sustainable lower cost services. 

On review, current systems and processes are likely to be able to be simplified.  Taking a 
fresh look at the way in which consents are processed, from the customer perspective and 
from an internal simplification perspective are likely to generate process savings from a 
reduction in unnecessary steps.   It is possible that a number of changes will require 
significant alterations to existing processes and will require time to implement.   
 
External assistance is likely to be needed to ensure that the overall review delivers the 
optimum benefits. 
 
The Council will need to comply with the accreditation requirements set by International 
Accreditation New Zealand (IANZ) when they complete a re-accreditation assessment in early 
September 2011.  Failure to be accredited would mean that the Council would not be able to 
issue building consents.   
 
Building Control Fees 

It is accepted that the current fees regime needs to be changed so that the fee structure is 
more aligned to the fees regimes used by other councils as there are a number of advantages 
of their approach over that currently used by the Dunedin City Council. 
 
However it should be noted that the Council's fees shown in Appendix 5 are the full amount 
that is presently required to complete the building project including the issuing of both the 
building consent and code compliance certificate and all the required inspections.   
 
This is unusual because, as already noted, all other territorial authorities in this comparison 
charge separate fees for various services required to obtain a building consent and further 
separate fees for inspection work and sometimes a code compliance certificate.    
 
Therefore the fees shown for other councils are the minimum fee required with the probability 
that additional fees will be charged for requests for further information or additional site 
inspections.  Changing the fee structure in Dunedin could have a similar effect.   
 
While the current system has the advantage of certainty whereby the applicant knows what 
the total cost of the service will be it also means that the building consent fee has to be paid 
at the time of application.  In addition, there is no incentive to submit good applications as 
the fee doesn’t take account of the actual cost of processing that particular application, with 
the result that individual applicants may end up paying more than they should given the 
amount of work required to be undertaken.  Conversely, poor applications are essentially 
rewarded by being charged less than the cost incurred in processing them. 
 
The review will look at options that meet both the customers and the Councils’ needs and will 
include liaising with industry groups.   
 
It should also be noted that Schemas report only focuses on domestic dwellings and it is 
possible that the Council's fees for commercial work are less than other territorial authorities 
as Dunedin is the only council that does not differentiate between residential and commercial 
fees.  Additional information is being sort on the comparisons with the commercial charges 
from other local authorities. 
 

In terms of the fee structure, Management propose to review and to recommend a revised 
building consent fee structure to the Planning and Environment Committee on 6 September 
2011, or earlier if the outcome of the work is available, which will include consideration of the 
following characteristics:  

 Clearly identifies the cost associated with each part of the process eg a separate 
application fee for a building consent and a code compliance certificate. 
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 Establishes a base fee which will include a set amount of processing time and a minimum 
number of site inspections, with additional charges being made for additional work required 
such as if requests for further information or additional site inspections are required. 

 Is benchmarked against building consent fees of other building consent authorities with 
similar characteristics to Dunedin. 

 Includes new fees covering current services delivered where it may be appropriate to 
charge for that service eg charging for front counter advice after a specified amount of 
"free time" and the types of services offered. 

 May include a variable kilometre charge for site inspections depending on where the work 
site is located. 

 Considers the creation of different processing work streams that could include: 

 A separate low cost work stream for relatively small size building projects ie a solid fuel 
burner streamlined process and application form that reflects the relatively small size 
of the project. 

 A different work stream for commercial building work from residential work. 

 Considers sharing services with other building consent authorities with a view to 
standardising processes and procedures. 

 

CONCLUSION 

Schema were engaged to conduct a comparative analysis of the Dunedin City Council's 
residential building consent fees, funding regime and cost structure relative to other selected 
territorial authorities.  While it has been difficult to get accurate information on comparative 
costs and fees, it does appear that the Council's building consent costs are higher than for the 
other territorial authorities included in the investigation.  It is also apparent that Dunedin uses 
a fees charging structure that is out of step with other similar building control authorities. 
 
Management have considered the report from Schema and in response are considering a 
number of changes to reduce the overall costs incurred in the processing of building consents 
and a number of changes to the way that the fees for the work are charged.   
 
It should be noted that a number of the proposed changes will require significant alterations 
to existing processes, will require time to implement and will need to ensure that on-going 
accreditation is maintained.   
 
Prepared by:  Prepared by: 
   
 
 
 

  

   
Neil McLeod  Kevin Thompson 
Chief Building Control Officer  Development Services Manager 

 
 
 
 
 
 
Approved by: Tony Avery 
 General Manager City Environment 
 
Date report prepared: 26 April 2011 
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Attachments 

1 Report from Schema "Comparative Analysis of Building Consent Fees, Funding Regimes, 
and Cost Structures"  


