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Department: Property & Infrastructure 

Community Lease and Licence Terms 

Purpose 

The purpose of this report is to determine a standard set of terms to be included in 
new lease and licences granted to community groups. 

Recommendation 

That Council: 

1. Note the contents of this report; 

2. Accept the proposed standard terms and conditions for community leases 
shown below: 

Type Term Termination 
Clause 

Treatment on    
Early Termination 

Examples 

Sporting, Arts, 
Cultural or service 
group in Council 
building 

3 years, with two 
renewals of 3 
years each by 
agreement of 
both parties 

1 year (but not in 
the first 3 year 
term) 

N/A e.g. they can just 
walk away 

DQ 

Qtn Arts Centre 

Wanaka Art Centre 

CAB 

Sporting, Arts, 
Cultural or Service 
Group on Council 
Land, where their 
investment is less 
than $50,000 

3 years, with two 
renewals of 3 
years each by 
agreement of 
both parties  

1 year (but not in 
the first 3 year 
term) 

Lessee can choose 
to remove 
improvements and 
make good or 
improvements revert 
to Council ownership  

Mt Bike Club 
 
Wanaka Bike Club 
 
Wanaka Pony Club 
 

Sporting, Arts, 
Cultural or Service 
Group on Council 
Land, where their 
investment is 
between $50,000 
and $250,000 

10 years with a 
renewal by 
agreement of 
both parties for a 
further 10 years 

2 years (but not in 
the first 3 years of 
lease) 

Lessee can choose 
to remove 
improvements and 
make good or 
improvements revert 
to Council ownership 

Wanaka Soccer Club 
(proposed new lease) 

Wanaka Plunket assn. 

Sporting, Arts, 
Cultural or Service 
Group on Council 
Land, where their 
investment is 
between $250,000 
and $500,000 

20 Years 5 years Lessee can choose 
to remove 
improvements and 
make good or 
improvements revert 
to Council ownership 

 



 

Type Term Termination 
Clause 

Treatment on    
Early Termination 

Examples 

Sporting, Arts, 
Cultural or Service 
Group on Council 
Land, where their 
investment is over 
$500,000 

33 years 5 years Compensation or 
relocation costs 
payable by Council. 

Arrowtown Sports 
Trust 
 

Wakatipu Coastguard 

Sporting, Arts, 
Cultural or Service 
Group on Council 
Land, where the 
value of their 
asset is over 
$500,000 but their 
prior lease has 
expired. 

20 years  5 years Compensation 
payable by Council. 

Frankton Kindergarten 

Kingston Community 
Association 
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Background 

1 Every year new leases and licences are granted to a number of community, 
sporting and cultural groups.  The majority are ground leases that enable the 
group to improve the land (with a building or other development) and occupy it 
for a period of time. 

2 The principles contained in the Community Pricing Policy clearly outline 
Council’s position in regards to community occupation of Council land, namely 
that Council wants to ensure that: 

 community, sporting and cultural groups prosper and deliver services and 
facilities to their members and the wider community  

 groups share facilities to maximise their efficient use and reduce the cost to 
the community  

 using community facilities is affordable (particularly for youth) and is not a 
barrier to participation.  



 

 when public facilities are used for private commercial gain, the community 
should receive a fair return for the use of the communities’ facilities.  

3 The policy acknowledges that occupation of land and buildings by sporting and 
cultural groups provides a number of community benefits: 

a. Healthy Community  

Clubs provide an important function in the provision of recreation and social 
opportunities within the community.  

b. Facility Development  

Clubs can through the voluntary efforts of their members raise significant 
capital for facility development and maintenance.  

c. Amenity Provision  

Where clubs occupy land they can often manage and maintain land for the 
benefit of the wider community via the provision of improved amenity. 

4 New facilities and significant upgrades would generally be funded through a 
community fundraising programme, ie they are paid for by local ratepayers and 
residents. 

5 Where some of the funding is obtained from Trusts (eg Central Lakes Trust) the 
Trust would need to be confident that the building has a reasonably long life.  
They would not contribute funds to build a community building on Council land 
where a short term lease is in place. 

6 There have in the past been instances where a community group has tenure of 
land but during the term of the lease, the land becomes essential for a core 
infrastructure project.  It makes it difficult for Council to facilitate the 
development with a lease in place, regardless of how important the project is.  
An example is the Gun Cub at Shotover Delta where Council had to pay the 
club a substantial sum in order for them to agree to terminate the lease.  The 
lack of an early termination clause might delay or derail an important or 
essential project. 

7 Leases granted pursuant to the Reserves Act 1977 cannot have the initial term 
longer than 33 years.  While not all leases are on reserves, using 33 years as 
the maximum term will create some uniformity.  The Reserves Act does allow 
for a further renewal, but the Resource Management Act 1991 stipulates that 
where a lease is granted for longer than 35 years (including any renewal 
provisions), it requires a subdivision if the lease is not over the entire area of the 
legal parcel.  Again, this would not apply to all community leases but because 
the majority would be captured by this requirement, renewals beyond 33 years 
have not been recommended.   



 

Comment 

8 It is important that there is a balance between giving community groups (and 
their funders) some security of tenure over the land without jeopardising future 
development projects that benefit the greater community.  In order to achieve 
such a balance, the value of the investment by the Lessee is a reasonable way 
of determining the term and any early termination notice period so that the 
higher the investment, the longer the lease.  Please refer to table 1 below.  

Table 1: Proposed Community Lease durations and break clauses 

Type Term Termination 
Clause 

Treatment on    
Early Termination 

Examples 

Sporting, Arts, 
Cultural or service 
group in Council 
building 

3 years, with two 
renewals of 3 
years each by 
agreement of 
both parties 

1 year N/A e.g. they can just 
walk away 

DQ 

Qtn Arts Centre 

Wanaka Art Centre 

CAB 

Sporting, Arts, 
Cultural or Service 
Group on Council 
Land, where their 
investment is less 
than $50,000 

3 years, with two 
renewals of 3 
years each by 
agreement of 
both parties  

1 year Lessee can choose 
to remove 
improvements and 
make good or 
improvements revert 
to Council ownership  

Mt Bike Club 
 
Wanaka Bike Club 
 
Wanaka Pony Club 
 

Sporting, Arts, 
Cultural or Service 
Group on Council 
Land, where their 
investment is 
between $50,000 
and $500,000 

10 years with a 
renewal by 
agreement of 
both parties for a 
further 10 years 

2 years Lessee can choose 
to remove 
improvements and 
make good or 
improvements revert 
to Council ownership 

Wanaka Soccer Club 
(proposed new lease) 

Wanaka Plunket assn. 

Sporting, Arts, 
Cultural or Service 
Group on Council 
Land, where their 
investment is over 
$500,000 

33 years 5 years Compensation or 
relocation costs 
payable by Council. 

Arrowtown Sports 
Trust 
 

Wakatipu Coastguard 

Sporting, Arts, 
Cultural or Service 
Group on Council 
Land, where the 
value of their 
asset is over 
$500,000 but their 
prior lease has 
expired. 

15 years with two 
renewals for a 
further five years 
each by 
agreement of 
both parties. 

2 years Compensation 
payable by Council 
at the depreciated 
value of the asset. 

Wakatipu Kindergarten 

Kingston Community 
Association 

 

  



 

9 We have sought feedback from Central Lakes Trust to this proposal.  They have 
raised two concerns: 

a. Where a group is seeking to invest say $450,000 on a project, the proposal 
would only allow ten year’s confirmed lease.  This would make it difficult for 
the Trust to fund the project.  However, if the lease included a right of renewal 
for a further ten years, then that would likely satisfy the Trustees. 

b. Where Council terminates the lease early and the Lessee opts for the 
improvements to revert to Council ownership, it should be for the benefit of 
the community. 

10 Rights of renewal leave the decision to renew with the Lessee, not Council.  If the 
Lessee wishes to renew, then the Lessor is obliged to (assuming all of the 
conditions of the lease have been met).  In most cases, there is little point 
including a right of renewal – a longer term would achieve the same thing for the 
Lessee.  It is usual for commercial leases to have a number of rights of renewal 
to give them flexibility but community groups don’t need that flexibility. 

11 We have also received feedback from Frankton Kindergarten (Kidsfirst) and their 
legal representative.  That feedback is attached as appendix 1, but to summarise: 

a. They would be happy with a 15 year term if they had two rights of renewal for 
5 years each (or a right to a further ten years). 

b. They do not think 2 years termination notice is sufficient and that 5 years 
would be better. 

c. They would like to see an explanation as to what the definition of a “core 
infrastructure project” would be. 

d. However, any early termination would be hard to manage.  Either they would 
need to close altogether or relocate for a period incurring significant cost and 
disruption. 

e. The believe education should be a separate category as it is an important in 
the community. 

12 It would be hard to define what constitutes a “core infrastructure project” because 
while we could define that today, we do not know what that might include in 10, 
20 or 30 years as technology changes.  Council would need to prove that a 
project was for “core infrastructure” prior to instigating the termination clause. 

13 While there is no doubt education is important, most community groups could 
make the same argument.  For example, Citizen’s Advice is important to the 
community, as are recreational and art activities.  

14 Taking the comments of CLT and Kidsfirst into account, we have redrafted the 
proposed table of terms as shown in table 2. 

 
 



 

Table 2: Proposed Community Lease durations and break clauses (version 2 
following consultation) 

Type Term Termination 
Clause 

Treatment on    
Early Termination 

Examples 

Sporting, Arts, 
Cultural or service 
group in Council 
building 

3 years, with two 
renewals of 3 
years each by 
agreement of 
both parties 

1 year (but not in 
the first 3 year 
term) 

N/A e.g. they can just 
walk away 

DQ 

Qtn Arts Centre 

Wanaka Art Centre 

CAB 

Sporting, Arts, 
Cultural or Service 
Group on Council 
Land, where their 
investment is less 
than $50,000 

3 years, with two 
renewals of 3 
years each by 
agreement of 
both parties  

1 year (but not in 
the first 3 year 
term) 

Lessee can choose 
to remove 
improvements and 
make good or 
improvements revert 
to Council ownership  

Mt Bike Club 
 
Wanaka Bike Club 
 
Wanaka Pony Club 
 

Sporting, Arts, 
Cultural or Service 
Group on Council 
Land, where their 
investment is 
between $50,000 
and $250,000 

10 years with a 
renewal by 
agreement of 
both parties for a 
further 10 years 

2 years (but not in 
the first 3 years of 
lease) 

Lessee can choose 
to remove 
improvements and 
make good or 
improvements revert 
to Council ownership 

Wanaka Soccer Club 
(proposed new lease) 

Wanaka Plunket assn. 

Sporting, Arts, 
Cultural or Service 
Group on Council 
Land, where their 
investment is 
between $250,000 
and $500,000 

20 Years 5 years Lessee can choose 
to remove 
improvements and 
make good or 
improvements revert 
to Council ownership 

 

Sporting, Arts, 
Cultural or Service 
Group on Council 
Land, where their 
investment is over 
$500,000 

33 years 5 years Compensation or 
relocation costs 
payable by Council. 

Arrowtown Sports 
Trust 
 

Wakatipu Coastguard 

Sporting, Arts, 
Cultural or Service 
Group on Council 
Land, where the 
value of their 
asset is over 
$500,000 but their 
prior lease has 
expired. 

20 years  5 years Compensation 
payable by Council 
at the depreciated 
value of the asset. 

Frankton Kindergarten 

Kingston Community 
Association 

 

 



 

15 Please refer to Attachment B which shows draft terms to be included in the lease 
or licence documents to cover the early termination conditions including how 
compensation would be calculated. 

Options 

16 This report identifies and assesses the following reasonably practicable options 
for assessing the matter as required by section 77 of the Local Government Act 
2002.   

17 Option 1 Adopt the durations and break clauses detailed in Table 2 as the 
standard for new community leases and licences. 

Advantages: 

18 Gives community groups (and funders) some certainty about Council lease and 
licence terms. 

19 Will result in consistency of lease and licence terms. 

20 Will give Council a right to terminate the lease or licence early if the land is 
required for a core infrastructure project. 

Disadvantages: 

21 Creates some inflexibility 

22 Option 2 Status Quo – the terms for each new lease or licence be determined 
based on the merits of the project or application. 

Advantages: 

23 Allows maximum flexibility. 

Disadvantages: 

24 Community groups (and their funders) have no idea of probable lease and 
licence terms. 

25 Leases and licences continue to have varied terms without any consistency. 

26 Termination clauses may not be included in new community leases. 

27 Option 3 That duration and break clauses different to those suggested be 
adopted for new community lease and licences. 

Advantages: 

28 As per option 1 above. 

Disadvantages: 

29 As per option 1 above. 



 

30 This report recommends Option 1 for addressing the matter as it will result in 
some uniformity within community leases. 

Significance and Engagement 

31 This matter is of medium significance, as determined by reference to the 
Council’s Significance and Engagement Policy because individuals, 
organisations, groups and sectors could be affected by the decision.  

Risk 

32 OR11, Decision Making as documented in the Council’s risk register. The risk is 
classed as moderate.  

Financial Implications 

33 There are no operational and capital expenditure requirements or other budget or 
cost implications resulting from this decision. 

Council Policies, Strategies and Bylaws 

34 The following Council policies, strategies and bylaws were considered: 

 Community Facilities Pricing Policy. 

35 The recommended option is consistent with the principles set out in the named 
policy/policies 

36 This matter is not included in the 10-Year Plan/Annual Plan and does not affect it. 

Local Government Act 2002 Purpose Provisions 

37 The recommended option: 

 Will help meet the current and future needs of communities for good-quality 
local infrastructure, local public services, and performance of regulatory 
functions in a way that is most cost-effective for households and businesses 
by ensuring community leases and licences are granted with suitable terms. 

 Can be implemented through current funding under the 10-Year Plan and 
Annual Plan;  

 Is consistent with the Council's plans and policies; and 
 Would not alter significantly the intended level of service provision for any 

significant activity undertaken by or on behalf of the Council, or transfer the 
ownership or control of a strategic asset to or from the Council. 

Consultation: Community Views and Preferences  

38 The persons who are affected by or interested in this matter are potential new 
community Lessees. 

39 The Council has consulted with the Central Lakes Trust and Kidsfirst about this 
matter. 



 

Attachments 
 
A. Letters from Mortlock McCormack Law and Kidsfirst about the proposed 

community lease terms. 
 

B. Draft early termination clauses to be included in leases and licences. 
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QLDC – BREAK CLAUSE OPTIONS 

1. Lessor Termination Right 

1.1 Termination Notice: If the Lessor requires possession of the Premises for: 

1.1.1 the provision of core infrastructure services (being drinking water supply, waste water 
collection and treatment, stormwater management and discharge, roading and 
footpaths);  

then the Lessor may terminate this Lease on not less than [ ]months’ prior written notice to the 
Lessee (Termination Notice). A Termination Notice may only be served on the Lessee [      ] 
years after the Commencement Date] [Note: To decide whether or not Council can only 
terminate after a certain number of years or whether this right should be exercisable at any 
time]. 

1.2 Surrender of Lease: On the expiry of the period specified in the Termination Notice the 
Lessee will be deemed to have surrendered the estate and interest of the Lessee in this 
Lease and the term will expire. The Lessee will yield up vacant possession of the Premises 
and [all provisions of the Lease applicable on expiry of the term will apply] / [the Lessee shall 
be required to leave the Premises in a clean and tidy condition but shall not be required to 
comply with its reinstatement and make good obligations under the Lease] [Note: To decide 
whether the Lessee is required to comply with its reinstatement obligations on the termination 
date] 

1.3 Compensation: Elect one of the following options: 

1.4 No compensation: The Lessee may not recover from the Lessor any damages or 
compensation of any kind, or obtain any order, injunction or other remedy against the Lessor 
as a consequence of receiving the Termination Notice or the operation of this clause. 

OR 

1.5 Compensation: On the date that the Lessee yield up vacant possession of the Premises 
[and complies with its reinstatement obligations] in accordance with clause 1.2 above the 
Lessor will pay to the Lessee an amount (plus GST) calculated in accordance with the 
following formula: 

A – (A X B) 
            C  

 Where: 

A =  [the cost of the Lessee’s improvements installed or to be installed at the Premises (as 
certified by a  quantity surveyor)] / [the value of the Lessee’s improvements installed 
at the Premises (as certified by a registered valuer)] or $[   ] [Note: 
Value of improvements can either be assessed or a value agreed up front between 
the parties] 

B = the number of days from and including the Commencement Date, or (if applicable) 
the earliest date on which a Termination Notice may be served, to and including the 
expiry of the notice period under the Termination Notice 

C =  the number of days from and including the Commencement Date or, (if applicable) 
the earliest date on which a Termination Notice may be served, to and including 
[insert the date the Lease would have expired if the Termination Notice had not been 
served] 
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PROVIDED that the Lessee shall not be entitled to any compensation pursuant to this clause 
if a Termination Notice is served after [insert date]. [Note: To decide whether or not 
compensation should cease to be payable after a certain date]  

The Lessee will not otherwise recover from the Lessor any damages or compensation of any 
kind, or obtain any order, injunction or other remedy against the Lessor as a consequence of 
receiving a Termination Notice or the operation of this clause.  
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