AGENDA

FINANCE & AUDIT COMMITTEE

9AM, WEDNESDAY 24 MARCH 2021
COUNCIL CHAMBER, FIRST FLOOR, CIVIC ADMINISTRATION BUILDING
32 THE SQUARE, PALMERSTON NORTH

Susan Baty (Chairperson)
Karen Naylor (Deputy Chairperson)
Grant Smith (The Mayor)
Stephen Armstrong
Leonie Hapeta
Vaughan Dennison
Lorna Johnson
Renee Dingwall
Bruno Petrenas
Lew Findlay QSM
Aleisha Rutherford
Patrick Handcock ONZM

PALMERSTON NORTH CITY COUNCIL

FINANCE & AUDIT COMMITTEE MEETING
24 March 2021

ORDER OF BUSINESS

1.

Apologies

2.

Notification of Additional Items
Pursuant to Sections 46A(7) and 46A(7A) of the Local Government
Official Information and Meetings Act 1987, to receive the Chairperson’s
explanation that specified item(s), which do not appear on the Agenda of
this meeting and/or the meeting to be held with the public excluded, will
be discussed.
Any additions in accordance with Section 46A(7) must be approved by
resolution with an explanation as to why they cannot be delayed until a
future meeting.
Any additions in accordance with Section 46A(7A) may be received or
referred to a subsequent meeting for further discussion. No resolution,
decision or recommendation can be made in respect of a minor item.

3.

Declarations of Interest (if any)
Members are reminded of their duty to give a general notice of any
interest of items to be considered on this agenda and the need to declare
these interests.
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4.

Public Comment
To receive comments from members of the public on matters specified
on this Agenda or, if time permits, on other Committee matters.
(NOTE:

If the Committee wishes to consider or discuss any issue raised that is
not specified on the Agenda, other than to receive the comment made
or refer it to the Chief Executive, then a resolution will need to be
made in accordance with clause 2 above.)

5.

Presentation - Café Esplanade

Page 7

6.

Confirmation of Minutes
“That the minutes of the Finance & Audit Committee meeting of 24
February 2021 Part I Public be confirmed as a true and correct record.”

Page 9

7.

Victoria Esplanade - Café Lease Extension Proposal

Page 17

Report, presented by Kathy Dever-Tod, Manager - Parks and Reserves
and Bryce Hosking, Manager - Property.

8.

Palmerston North Airport Ltd - Interim Report for 6 months to 31
December 2020
Page 29
Memorandum, presented by Steve Paterson, Strategy Manager Finance.

9.

Palmerston North Airport Ltd - Draft Statement of Intent for 2021/22

Page 47

Memorandum, presented by Steve Paterson, Strategy Manager Finance.

10.

Papaioea Place - Stage 3 Options

Page 79

Report, presented by Bryce Hosking, Manager - Property.

11.

Fees and Charges Review

Page 117

Report, presented by Steve Paterson, Strategy Manager - Finance.
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12.

Committee Work Schedule

13.

Exclusion of Public

Page 201

To be moved:
“That the public be excluded from the following parts of the proceedings of
this meeting listed in the table below.
The general subject of each matter to be considered while the public is
excluded, the reason for passing this resolution in relation to each matter, and
the specific grounds under Section 48(1) of the Local Government Official
Information and Meetings Act 1987 for the passing of this resolution are as
follows:
General subject of each matter to
be considered
14.

Assurance Report on
Review of Information
Technology Disaster
Recovery Plan

Reason for passing this
resolution in relation
to each matter

Ground(s) under Section
48(1) for passing this
resolution

Third Party
Commercial, Health
Safety and Gain
Advantage

s7(2)(b)(ii), s7(2)(d) and
s7(2)(j)

This resolution is made in reliance on Section 48(1)(a) of the Local Government
Official Information and Meetings Act 1987 and the particular interest or
interests protected by Section 6 or Section 7 of that Act which would be
prejudiced by the holding of the whole or the relevant part of the proceedings
of the meeting in public as stated in the above table.
Also that the persons listed below be permitted to remain after the public has
been excluded for the reasons stated.
[Add Third Parties], because of their knowledge and ability to assist the
meeting in speaking to their report/s [or other matters as specified] and
answering questions, noting that such person/s will be present at the meeting
only for the items that relate to their respective report/s [or matters as
specified].
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PRESENTATION
TO:

Finance & Audit Committee

MEETING DATE:

24 March 2021

TITLE:

Presentation - Café Esplanade

RECOMMENDATION(S) TO FINANCE & AUDIT COMMITTEE
1. That the Finance & Audit Committee receive the presentation for information.

SUMMARY
Mr Mark Tregoweth, Owner, and Ms Rachel Graham, Duty Manager, will provide an
overview of café operations, changes implemented in the six years of Mr Tregoweth’s
ownership, and future plans for the café.

ATTACHMENTS
Nil
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PALMERSTON NORTH CITY COUNCIL
Minutes of the Finance & Audit Committee Meeting Part I Public, held in the
Council Chamber, First Floor, Civic Administration Building, 32 The Square,
Palmerston North on 24 February 2021, commencing at 9.00am
Members
Present:

Councillor Susan Baty (in the Chair), Councillors Vaughan Dennison, Renee
Dingwall, Lew Findlay QSM, Patrick Handcock ONZM, Leonie Hapeta, Lorna
Johnson, Karen Naylor, Bruno Petrenas, Aleisha Rutherford and Mr Stephen
Armstrong.

Non
Members:
Apologies:

Councillors Brent Barrett, Rachel Bowen, Zulfiqar Butt and Billy Meehan.
The Mayor (Grant Smith) (late arrival, on Council business).

Note: Councillor Renee Dingwall attended the meeting via audio visual link.

Councillor Billy Meehan left the meeting at 10.05am during consideration of clause 8. He
entered the meeting again at 10.08am during consideration of clause 9. He was not present
when the meeting resumed at 4.01pm. He was not present for clause 8 and clauses 11 to 15
inclusive.
The Mayor (Grant Smith) entered the meeting at 10.30am during consideration of clause 9.
He was not present when the meeting resumed at 4.01pm. He was not present for clauses 1
to 8 and 11 to 15 inclusive.
Councillor Lew Findlay QSM was not present when the meeting resumed at 4.01pm. He was
not present for clauses 11 to 15 inclusive.
1-21

Apologies
Moved Susan Baty, seconded Aleisha Rutherford.

The COMMITTEE RESOLVED
1. That the Committee receive the apologies.
Clause 1-21 above was carried 15 votes to 0, the voting being as follows:
For:
Councillors Susan Baty, Brent Barrett, Rachel Bowen, Zulfiqar Butt, Vaughan Dennison, Renee
Dingwall, Lew Findlay QSM, Patrick Handcock ONZM, Leonie Hapeta, Lorna Johnson, Billy
Meehan, Karen Naylor, Bruno Petrenas, Aleisha Rutherford and Mr Stephen Armstrong.

2-21

Hearing of Submissions - Proposal to grant a lease to the Pony Club at Otira
Park
The following people appeared before the Committee and made oral
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statements in support of their submission and replied to questions from
Elected Members.
James Good and Rachel Robertson (95 and 34):
Mr James Good and Ms Rachel Robertson spoke to their submissions and
made the following additional comments:
• In the 70’s and 80’s Manawatu Pony Club had a minimum of eight branches
in the area with a minimum of 40-50 riders per branch. Today there are
four branches in the Manawatu area; one with twenty riders, and the other
three are at eight-twelve per branch. Palmerston North branch currently
has ten junior riders.
• Palmerston North Pony Club is the only club within the city boundary for
children to join. At present riding members are aged between 4 and 13.
• Members are a fabulous bunch who love to get together to share their love
of riding and learn skills in a supportive group. Friendships made here last
a lifetime; the majority of parents were former pony club riders in their
day.
• The club offers grazing and use of the grounds to members so that people
living in town can participate in a predominately rural-based sport. Grazing
is offered at a reduced rate that affords city owners the ability to buy their
own horse and graze without the expense of owning their own land.
• Grazing funds are used solely for continuation of lease expenses,
insurances and basic requirements of the club, as well as improvements
from time to time where funds permit.
• The club has been operating with a negative balance for several seasons; it
is only through the generous work of volunteers that it is able to keep
going.
• The club has a great history in the area and is an asset to the city. To lose
the lease of the grounds would cause greater financial hardship for the
club, heartache to the children and possibly would mean the end of the
club if it was unable to secure a new suitable location.
Moved Susan Baty, seconded Karen Naylor.

The COMMITTEE RESOLVED
1. That the Finance & Audit Committee hear submissions from presenters
who indicated their wish to be heard in support of their submission.
2. That the Committee note the Procedure for Hearing of Submissions, as
described in the procedure sheet.
Clause 2-21 above was carried 15 votes to 0, the voting being as follows:
For:
Councillors Susan Baty, Brent Barrett, Rachel Bowen, Zulfiqar Butt, Vaughan Dennison, Renee
Dingwall, Lew Findlay QSM, Patrick Handcock ONZM, Leonie Hapeta, Lorna Johnson, Billy
Meehan, Karen Naylor, Bruno Petrenas, Aleisha Rutherford and Mr Stephen Armstrong.
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3-21

Otira Park - Palmerston North Pony Club Land Lease Proposal - Summary of
Submissions
Memorandum, presented by Kathy Dever-Tod, Manager - Parks and Reserves.
Moved Susan Baty, seconded Karen Naylor.

The COMMITTEE RESOLVED
1. That the memorandum titled ‘Otira Park - Palmerston North Pony Club
Land Lease Proposal - Summary of Submissions’ presented to the Finance
and Audit Committee on 24 February 2021, be received.
Clause 3-21 above was carried 15 votes to 0, the voting being as follows:
For:
Councillors Susan Baty, Brent Barrett, Rachel Bowen, Zulfiqar Butt, Vaughan Dennison, Renee
Dingwall, Lew Findlay QSM, Patrick Handcock ONZM, Leonie Hapeta, Lorna Johnson, Billy
Meehan, Karen Naylor, Bruno Petrenas, Aleisha Rutherford and Mr Stephen Armstrong.

4-21

Hearing of Submissions - Proposed Scout Hall in Ashhurst Domain
Moved Susan Baty, seconded Karen Naylor.

The COMMITTEE RESOLVED
1. That the Finance & Audit Committee hear submissions from presenters
who indicated their wish to be heard in support of their submission.
2. That the Committee note the Procedure for Hearing of Submissions, as
described in the procedure sheet.
Clause 4-21 above was carried 12 votes to 2, with 1 abstention, the voting being as follows:
For:
Councillors Susan Baty, Brent Barrett, Rachel Bowen, Zulfiqar Butt, Vaughan Dennison, Renee
Dingwall, Lew Findlay QSM, Patrick Handcock ONZM, Lorna Johnson, Billy Meehan, Bruno
Petrenas and Mr Stephen Armstrong.
Against:
Councillors Karen Naylor and Aleisha Rutherford.
Abstained:
Councillor Leonie Hapeta.

5-21

Ashhurst Domain - Scout Land Lease Proposal - Summary of Submissions
Memorandum, presented by Kathy Dever-Tod, Manager - Parks and Reserves;
Bryce Hosking, Manager - Property.
Moved Lew Findlay QSM, seconded Karen Naylor.

The COMMITTEE RESOLVED
1. That the memorandum titled “Ashhurst Domain - Scout Land Lease
Proposal - Summary of Submissions” presented to the Finance and Audit
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Committee on 24 February 2021, be received.
Clause 5-21 above was carried 15 votes to 0, the voting being as follows:
For:
Councillors Susan Baty, Brent Barrett, Rachel Bowen, Zulfiqar Butt, Vaughan Dennison, Renee
Dingwall, Lew Findlay QSM, Patrick Handcock ONZM, Leonie Hapeta, Lorna Johnson, Billy
Meehan, Karen Naylor, Bruno Petrenas, Aleisha Rutherford and Stephen Armstrong.

6-21

Confirmation of Minutes
Moved Susan Baty, seconded Karen Naylor.

The COMMITTEE RESOLVED
1. That the minutes of the Finance & Audit Committee meeting of 16
December 2020 Part I Public and Part II Confidential be confirmed as a true
and correct record.
Clause 6-21 above was carried 14 votes to 0, with 1 abstention, the voting being as follows:
For:
Councillors Susan Baty, Brent Barrett, Rachel Bowen, Zulfiqar Butt, Vaughan Dennison, Renee
Dingwall, Lew Findlay QSM, Leonie Hapeta, Lorna Johnson, Billy Meehan, Karen Naylor, Bruno
Petrenas, Aleisha Rutherford and Mr Stephen Armstrong.
Abstained:
Councillor Patrick Handcock ONZM.

7-21

Quarterly Performance and Financial Report - Quarter Ending 31 December
2020
Memorandum, presented by Stuart McKinnon, Chief Financial Officer &
Andrew Boyle, Head of Community Planning.
Moved Susan Baty, seconded Karen Naylor.

The COMMITTEE RECOMMENDS
1. That the Quarterly Performance and Financial Report – Quarter Ending 31
December 2020 be received.
2. That Council note the three waters grant funding values, and approve a
corresponding change to the 2020/21 revised budget to reflect the
revenue and expenditure increase, as outlined in the memorandum titled
‘Quarterly Performance and Financial Report – Quarter Ending 31
December 2020’, presented to the Finance & Audit Committee on 24
February 2021.
Clause 7-21 above was carried 15 votes to 0, the voting being as follows:
For:
Councillors Susan Baty, Brent Barrett, Rachel Bowen, Zulfiqar Butt, Vaughan Dennison, Renee
Dingwall, Lew Findlay QSM, Patrick Handcock ONZM, Leonie Hapeta, Lorna Johnson, Billy
Meehan, Karen Naylor, Bruno Petrenas, Aleisha Rutherford and Mr Stephen Armstrong.
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8-21

Treasury Report - 6 months ending 31 December 2020
Memorandum, presented by Steve Paterson, Strategy Manager - Finance.
Councillor Billy Meehan left the meeting at 10.05am
Moved Karen Naylor, seconded Brent Barrett.

The COMMITTEE RESOLVED
1. That the performance of Council’s treasury activity for the 6 months ended
31 December 2020 be noted.
Clause 8-21 above was carried 14 votes to 0, the voting being as follows:
For:
Councillors Susan Baty, Brent Barrett, Rachel Bowen, Zulfiqar Butt, Vaughan Dennison, Renee
Dingwall, Lew Findlay QSM, Patrick Handcock ONZM, Leonie Hapeta, Lorna Johnson, Karen
Naylor, Bruno Petrenas, Aleisha Rutherford and Mr Stephen Armstrong.

9-21

Animal Shelter Options
Report, presented by Bryce Hosking, Manager - Property & Kerry-Lee Probert,
Head of Environmental Protection Services.
Councillor Billy Meehan entered the meeting at 10.08am.
The Mayor (Grant Smith) entered the meeting at 10.30am.
The meeting adjourned at 10.39am
The meeting resumed at 11.00am
Moved Lorna Johnson, seconded Aleisha Rutherford.

The COMMITTEE RECOMMENDS
1. That Council proceeds with Option 1 of the report titled ‘Animal Shelter
Options’ presented to the Finance & Audit Committee on 24 February
2021, and undertakes the construction of the Animal Shelter Base Build
only.
2. That the request for the increase of the total budget of Programme 1552
from $2,750,000 to $4,173,600, to enable the construction of the Animal
Shelter Base Build, be included in the draft 2021-31 LTP for consideration.
This budget will have the following financial year split:
•

2021/22 (Year 1) – $2,750,000, and

•

2022/23 (Year 2) – $1,423,600.

Clause 9-21 above was carried 15 votes to 1, the voting being as follows:
For:
The Mayor (Grant Smith) and Councillors Susan Baty, Brent Barrett, Rachel Bowen, Zulfiqar
Butt, Vaughan Dennison, Renee Dingwall, Lew Findlay QSM, Patrick Handcock ONZM, Leonie
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Hapeta, Lorna Johnson, Billy Meehan, Bruno Petrenas, Aleisha Rutherford and Mr Stephen
Armstrong.
Against:
Councillor Karen Naylor.

10-21

Health, Safety and Wellbeing Report October - December 2020
Memorandum, presented by Alan Downes, Health, Safety and Wellbeing
Manager and Wayne Wilson, Human Resources Manager.
Moved Vaughan Dennison, seconded Karen Naylor.

The COMMITTEE RESOLVED
1. That the memorandum titled ‘Health, Safety and Wellbeing Report
October – December 2020’, presented to the Finance & Audit Committee
on 24 February 2021, be received for information.
Clause 10-21 above was carried 16 votes to 0, the voting being as follows:
For:
The Mayor (Grant Smith) and Councillors Susan Baty, Brent Barrett, Rachel Bowen, Zulfiqar
Butt, Vaughan Dennison, Renee Dingwall, Lew Findlay QSM, Patrick Handcock ONZM, Leonie
Hapeta, Lorna Johnson, Billy Meehan, Karen Naylor, Bruno Petrenas, Aleisha Rutherford and
Mr Stephen Armstrong.
The meeting adjourned at 11.55am
The meeting resumed at 4.01pm
The Mayor (Grant Smith) and Councillors Lew Findlay QSM, Leonie Hapeta and Billy Meehan were not present
when the meeting resumed.

11-21

Manawatu Community Athletics Track - Reviewed Memorandum of
Understanding
Memorandum, presented by Kathy Dever-Tod, Manager - Parks and Reserves.
Councillor Leonie Hapeta entered the meeting at 4.03pm.
Moved Susan Baty, seconded Leonie Hapeta.

The COMMITTEE RECOMMENDS
1. That Council endorse the proposed 2020 Manawatu Community Athletics
Track Memorandum of Understanding, as attached to the memorandum
titled ‘Manawatu Community Athletics Track - Reviewed Memorandum of
Understanding’ presented to the Finance and Audit Committee on 24
February 2021, noting that it replaces the 2000 and 2006 Memoranda of
Understanding.
2. That Council approve signing of the 2020 Manawatu Community Athletics
Track Memorandum of Understanding subject to funding in the 2021/31
Ten Year Plan.
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Clause 11-21 above was carried 13 votes to 0, the voting being as follows:
For:
Councillors Susan Baty, Brent Barrett, Rachel Bowen, Zulfiqar Butt, Vaughan Dennison, Renee
Dingwall, Patrick Handcock ONZM, Leonie Hapeta, Lorna Johnson, Karen Naylor, Bruno
Petrenas, Aleisha Rutherford and Mr Stephen Armstrong.

12-21

CET Arena Pedestrian Entrance Bridge LED Display
Memorandum, presented by Bryce Hosking, Manager - Property.
Moved Vaughan Dennison, seconded Leonie Hapeta.

The COMMITTEE RECOMMENDS
1. That Council increase the budget of Programme 1534 – Central Energy
Trust Arena Manawatu – Embankment Redevelopment by $130,000 + GST
to allow for the additional external funding received to be used for the
supply and installation of the LED displays along the pedestrian entrance
bridge, and the balance of $20,000 + GST of the external funding to be
used as an operational expense for the initial licensing and content of
these LED displays.
Clause 12-21 above was carried 13 votes to 0, the voting being as follows:
For:
Councillors Susan Baty, Brent Barrett, Rachel Bowen, Zulfiqar Butt, Vaughan Dennison, Renee
Dingwall, Patrick Handcock ONZM, Leonie Hapeta, Lorna Johnson, Karen Naylor, Bruno
Petrenas, Aleisha Rutherford and Mr Stephen Armstrong.

13-21

Clearview Reserve - Proposal to Grant an Easement on Reserve Land to
Powerco
Report, presented by Bryce Hosking, Manager - Property; Kathy Dever-Tod,
Manager - Parks and Reserves.
Moved Susan Baty, seconded Vaughan Dennison.

The COMMITTEE RECOMMENDS
1. That the Council approves notifying the public of the proposal to grant an
easement at Clearview Reserve, Palmerston North to convey electricity, to
Powerco, in accordance with Section 48 of the Reserves Act 1977.
2. That the Council notes the land area affected by the easement for Powerco
is described as part of Lot 1 DP 69185. The affected area of the easement
is shown in the draft LT plan contained in Attachment 1 of the report titled
‘Clearview Reserve - Proposal to Grant an Easement on Reserve Land to
Powerco’ presented to the Finance & Audit Committee on 24 February
2021.
Clause 13-21 above was carried 13 votes to 0, the voting being as follows:
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For:
Councillors Susan Baty, Brent Barrett, Rachel Bowen, Zulfiqar Butt, Vaughan Dennison, Renee
Dingwall, Patrick Handcock ONZM, Leonie Hapeta, Lorna Johnson, Karen Naylor, Bruno
Petrenas, Aleisha Rutherford and Mr Stephen Armstrong.

14-21

Assurance Report on Review of Project Management Office
Memorandum, presented by Masooma Akhter, Business Assurance Manager
and Geoff Snedden, PMO Manager.
Moved Susan Baty, seconded Karen Naylor.

The COMMITTEE RESOLVED
1. That the memorandum titled ‘Assurance Report on Review of Project
Management Office’ and its attachment, presented to the Finance & Audit
Committee on 24 February 2021, be received for information.
Clause 14-21 above was carried 13 votes to 0, the voting being as follows:
For:
Councillors Susan Baty, Brent Barrett, Rachel Bowen, Zulfiqar Butt, Vaughan Dennison, Renee
Dingwall, Patrick Handcock ONZM, Leonie Hapeta, Lorna Johnson, Karen Naylor, Bruno
Petrenas, Aleisha Rutherford and Mr Stephen Armstrong.

15-21

Committee Work Schedule
Moved Susan Baty, seconded Karen Naylor.

The COMMITTEE RESOLVED
1. That the Finance & Audit Committee receive its Work Schedule dated
February 2021.
Clause 15-21 above was carried 13 votes to 0, the voting being as follows:
For:
Councillors Susan Baty, Brent Barrett, Rachel Bowen, Zulfiqar Butt, Vaughan Dennison, Renee
Dingwall, Patrick Handcock ONZM, Leonie Hapeta, Lorna Johnson, Karen Naylor, Bruno
Petrenas, Aleisha Rutherford and Mr Stephen Armstrong.

The meeting finished at 4.35pm
Confirmed 24 March 2021

Chairperson
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REPORT
TO:

Finance & Audit Committee

MEETING DATE:

24 March 2021

TITLE:

Victoria Esplanade - Café Lease Extension Proposal

PRESENTED BY:

Kathy Dever-Tod, Manager - Parks and Reserves and Bryce Hosking,
Manager - Property

APPROVED BY:

Sarah Sinclair, Chief Infrastructure Officer

RECOMMENDATION(S) TO COUNCIL
1. That Council decline the request from the café tenant, Esplanade Enterprises Limited,
to extend their lease of the café premises within the Victoria Esplanade.
2. That Council notes that the findings of a strategic review of the provision of hospitality
services in the Victoria Esplanade will be reported back to Council before the expiry of
the existing café lease.
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SUMMARY OF OPTIONS ANALYSIS FOR
The tenant of the café premises within the Victoria Esplanade,
Esplanade Enterprises Limited, has requested an extension of three (3)
years to their existing lease which is due to expire on 4 June 2023.
If granted this extension would extend the current lease through to 4
June 2026.
There has been considerable change within the Victoria Esplanade
since the existing lease was signed in 2015, including the
establishment of the Central Energy Trust Wildbase Recovery Centre
and the development of the Victoria Esplanade masterplan
framework.
It is appropriate to review the provision of hospitality services in the
Victoria Esplanade to ensure that services meet the changing needs of
park users. This strategic review is needed, regardless of the decision
to grant an extension to the lease.
This report requests a decision on whether to grant or decline the
requested lease extension.

OPTION 1:

Approve a 3-year extension to tenant’s existing lease

ITEM 7

Problem or
Opportunity

Community Views

Benefits

Risks

•

Community-wide views have not been sought regarding a
potential extension to the existing lease.

•

The potential lease extension was raised during the February
2021 Victoria Esplanade User Group meeting.

•

A variety of views were expressed during this meeting ranging
from granting the extension through to revising aspects of
hospitality provision in the Victoria Esplanade.

•

Provides certainty to the existing café tenant and allows their
business to plan with security of tenure.

•

Secures an established tenant in the café site within Victoria
Esplanade for an extended period.

•

The existing Landlord/ Tenant relationship will continue for an
extended period which helps to provide certainty to both
parties as well as the other user groups within Victoria
Esplanade.

•

Defers any opportunity to amend or revisit the existing terms
and conditions of the current lease until June 2026.

•

Restricts some of Council’s ability to implement strategic
direction changes regarding the overall hospitability service
requirements for the Victoria Esplanade.
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Financial

OPTION 2:
Community Views

Benefits

Risks

Financial

•

No change to current financial arrangements.

•

Council secures rental income beyond 4 June 2023 to 4 June
2026.

Decline the tenant’s request for a 3-year extension to their existing
lease
•

Community-wide views have not been sought regarding a
potential extension to the existing lease.

•

The potential lease extension was raised during the February
2021 Victoria Esplanade User Group meeting.

•

A variety of views were expressed during this meeting ranging
from granting the extension through to revising aspects of
hospitality provision in the Victoria Esplanade.

•

The existing terms and conditions of the current lease can be
reviewed June 2023 and re-negotiated when entering a new
lease.

•

Allows for Council to undertake a strategic review of the
provision of food and beverage sales in the Victoria Esplanade
and report back to Council prior to the end of the current
calendar year.

•

Limited certainty can be provided to the existing café tenant
beyond 4 June 2023.

•

Council only has security of a tenant until 2023 when the
established tenant’s lease expires.

•

As the existing Landlord/ Tenant relationship may end in June
2023, this provides less or limited certainty to both parties as
well as the other user groups within Victoria Esplanade.

•

No change to current financial arrangements.
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RATIONALE FOR THE RECOMMENDATIONS

ITEM 7

1.

OVERVIEW OF THE PROBLEM OR OPPORTUNITY

1.1

The tenant of the café premises within the Victoria Esplanade, Esplanade Enterprises
Limited, has requested an extension of three (3) years to their existing lease which
expires on 4 June 2023.

1.2

If granted this extension would extend the current lease through to 4 June 2026.

1.3

There has been considerable change within the Victoria Esplanade since the existing
lease was signed in 2015 including the development of the Victoria Esplanade
Masterplan Framework in 2018.

1.4

Given the masterplan was developed after the lease was entered, it has not been
considered in the existing lease arrangements.

1.5

As such, officers recommend that a strategic review of the provision of the
hospitality services in the Victoria Esplanade be completed prior to any changes
being made to the current café lease, including an extension to the current lease
arrangements.

1.6

For clarity, the strategic review is needed regardless of any decision to extend the
leases or otherwise, to ensure that hospitality services in the Esplanade meet the
changing needs of park users.

1.7

The decision to extend a commercial lease is within the delegated authority of the
Manager – Property. However, given the strategic nature of the premises and the
greater context of the Victoria Esplanade and its masterplan, officers have brought
this decision to Council via this report.

1.8

This report requests a decision on whether to grant or decline the requested lease
extension.

2.

BACKGROUND AND PREVIOUS COUNCIL DECISIONS
Existing Lease

2.1

The current lease for the café was approved in 2015 with two rights of renewal of
three years each. This lease expires on 4 June 2023.

2.2

For clarity if the requested lease extension was granted, this would extend the lease
expiry date to 4 June 2026.

2.3

The current lease provides exclusive rights to the tenant to be the sole food and
beverage provider within the boundaries of the Victoria Esplanade.
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2.4

The exception to this is during specific selected events.
Mobile Vendors within Victoria Esplanade

2.5

Council receives numerous requests from mobile vendors every year to trade in the
Victoria Esplanade. As the café tenant has exclusive rights to be the sole food and
beverage provider within the Victoria Esplanade, these are declined except during
specific selected events.

2.6

In addition to the general requests from mobile vendors, Council also receives
regular requests to allow temporary commercial operators to provide food and
beverage for small scale community events in the Esplanade such as an ice-cream
truck at a children’s birthday party in the playground, etc.

2.7

Again, as highlighted in Clause 2.5, these are declined except during specific largescale selected events.

2.8

The lack of flexibility around this creates frustration for some users of the Esplanade.
Masterplan Considerations and Changes to the Victoria Esplanade

2.9

The Victoria Esplanade Masterplan states that commercial activities should be
allowed on a limited basis in the various zones of the Victoria Esplanade.

2.10

This can conflict with, and is currently superseded to a degree by, the current lease
provisions which give the tenant’s right to be the sole food and beverage provider
within the boundaries of the Victoria Esplanade.

2.11

Changes within Victoria Esplanade that have occurred since the lease was
established in 2015 include:

2.12

•

Development of the Junior Road Safety Park in 2017; and

•

Development of CET Wildbase Recovery Centre and removal of the education
centre in 2019.

More changes are planned for the Esplanade in the coming years including:
•

Park Road entrance realignment – 2020/21;

•

Bonsai/Shade House development – 2020/21;

•

Exotic Aviaries development – 2022/23;

•

Mini putt golf – date to be confirmed; and

•

Wayfinding improvements.
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2.13

It is recommended that Council review the provision of food and beverage in the
Victoria Esplanade, to ensure that the needs of users are understood and provided
for as the masterplan is implemented.

3.

DESCRIPTION OF OPTIONS

3.1

There are two options to be considered:
1. Approve the 3-year lease extension request from the existing tenant; or
2. Decline the 3-year lease extension request from the existing tenant.

3.2

Note that any extension to the lease in Option 1 would be under the same terms and
conditions of the existing lease.

4.

ANALYSIS OF OPTIONS
Option 1: Approve a 3-year lease extension to the tenant’s existing lease

4.1

As per Clause 2.1 of this report, the existing lease will expire in June 2023. Option 1
would extend the lease for a further 3-years, under the existing lease conditions,
with a new expiry date of June 2026.
Community Views

4.2

Community-wide views have not been sought regarding a potential extension to the
existing lease. The Council does not usually consult with the community on
commercial leasing matters.

4.3

As provided for in the Victoria Esplanade User Group terms of reference, the
potential lease extension was raised with the group as an agenda item at the
February 2021 meeting.

4.4

A variety of views were expressed during this meeting ranging from granting the
extension through to revising aspects of hospitality provision in the Victoria
Esplanade. These are expanded upon in Section 9 of this report.
Benefits

4.5

Option 1 provides several benefits including:
•

Provides certainty to the existing café tenant, allowing their business to plan
with more certainty of tenure confidence;

•

Secures an established tenant in the café site within Victoria Esplanade for
an extended period; and
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•

The existing Landlord/ Tenant relationship will continue for an extended
period which helps to provide certainty to both parties as well as the other
user groups within Victoria Esplanade.

Risks
4.6

There are two risks that have been identified with Option 1.

4.7

These risks, along with their consequences and potential mitigations are detailed
below:

4.8

Reputational

4.9

•

Risk: Council may be criticised for extending the period during which other
food and beverage opportunities within the Victoria Esplanade can not be
explored.

•

Consequence: Defers any opportunity to amend or revisit the existing terms
and conditions of the current lease until the June 2026.

•

Mitigation: Let the existing lease expire in 2023 and negotiate new terms.

Strategic
•

Risk: Restricts some of Council’s ability to implement strategic direction
changes regarding the overall hospitability service requirements for the
Victoria Esplanade.

•

Consequence: Defers any opportunity to amend or revisit the existing terms
and conditions of the current lease until the June 2026.

•

Mitigation: Let the existing lease expire in 2023 and negotiate new terms.

Financial
4.10

There is no change to current financial arrangements. This option enables Council to
extend its security of rental income from 4 June 2023 until 4 June 2026
Option 2: Decline the 3-year lease extension request from the existing tenant

4.11

As per Clause 2.1 of this report, the existing lease will expire in June 2023. As Option
2 is declining an extension, this expiry date would remain the same.
Community Views

4.12

Community-wide views have not been sought regarding a potential extension to the
existing lease. The Council does not usually consult with the community on
commercial leasing matters.
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4.13

As provided for in the Victoria Esplanade User Group terms of reference, the
potential lease extension was raised with the group as an agenda item at the
February 2021 meeting.

4.14

A variety of views were expressed during this meeting ranging from granting the
extension through to revising aspects of hospitality provision in the Victoria
Esplanade. These are expanded upon in Section 9 of this report.
Benefits

4.15

Option 1 provide several benefits including:
•

The existing terms and conditions of the current lease can be reviewed
before June 2023 and can be negotiated when entering a new lease; and

•

Allows for Council to implement strategic direction changes regarding the
overall hospitability service requirements for the Victoria Esplanade in 2023.

Risks
4.16

There are several risks that have been identified with Option 2.

4.17

These risks, along with their consequences and potential mitigations are detailed
below:

4.18

Customer

4.19

4.20

•

Risk: Limited certainty can be provided to the existing café tenant which may
impact their ability for future planning.

•

Consequence: The tenant is limited in its ability to plan for future investment
and may provide uncertainty for its staff.

•

Mitigation: Grant a 3-year extension to the existing lease.

Financial
•

Risk: Council only has security of a tenant until 2023 when the established
tenant’s lease expires.

•

Consequence: There is no guarantee a new tenant will be able to be secured
in a timely manner in 2023.

•

Mitigation: Grant a 3-year extension to the existing lease.

Reputational
•

Risk: Council may be criticised for a lack of certainty for both parties and the
other user groups within Victoria Esplanade due to not committing to an
extended lease.
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•

Consequence: There is no guarantee a new tenant will be able to be secured
in a timely manner in 2023, causing disruption.

•

Mitigation: Grant a 3-year extension to the existing lease.

Financial
4.21

There are no immediate financial impacts, however, there is a greater risk of future
lost income if a tenancy vacancy resulted.

5.

CONCLUSION

5.1

The existing tenant has operated the Victoria Esplanade Café for almost 6 years.

5.2

Ordinarily the extension of a commercial lease is considered by the Property
Manager under delegated authority.

5.3

The Victoria Esplanade is going through a period of rejuvenation and development.
It is an appropriate time to consider the overall aspirations for the park and council
policy relating to food and beverage provision at Council facilities.

5.4

Upon review of the of the wider Victoria Esplanade activities and engagement with
the User Group, a more strategic view is warranted.

5.5

It is recommended that the tenant’s request for a 3-year extension to their lease be
declined at this time. This will enable any proposed changes resulting from the
strategic review of food and beverage provision to be implemented from June 2023
onwards, including any changes to the café lease terms and conditions.

6.

NEXT ACTIONS

6.1

Decline the tenant’s request for an extension of the current lease.

6.2

Undertake a strategic review of the provision of food and beverage sales in the
Victoria Esplanade and report back to Council prior to the end of the current
calendar year.

7.

OUTLINE OF COMMUNITY ENGAGEMENT PROCESS

7.1

The Victoria Esplanade User Group (the User Group) terms of reference, approved as
part of the Victoria Esplanade Masterplan adoption in November 2018, state that the
User Group shall provide recommendations to the Council on proposed leases or any
informal rights to occupy land for a period longer than 3 days.

7.2

The most recent user group meeting was held on 15 February 2021.
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7.3

In this meeting the views of the User Group on the proposed new lease for the Lions
Mini-putt and the proposed café lease extension were raised at a high-level, as an
agenda item.

7.4

Council Officers noted to the user group that the current policy was to decline
requests of sale of food and beverage other than the café e.g. birthday parties
wishing to bring in an ice-cream truck etc., with the exception major events such as
Explore Esplanade.

7.5

It was also noted that the Lions request to be able to sell ice-creams and soft drinks
as part of their original proposal for the mini-putt course had been declined as the
café have exclusive rights to permanent sale facilities.

7.6

The views of the members of the User group who expressed an opinion varied.

7.7

Some of the points raised include:
•

The lease extension should be granted, the current provision works well;

•

Commercial food provision, and specifically unhealthy beverages and
confectionary, should be limited and avoid areas such as the playground;

•

There is room in the Esplanade for more than one food and drink sale
point/provider, especially if it were different from the café offering and
positioned far away; and

•

A suggestion that it would be useful to have something available outside of
the current trading hours of the café. For example, mobile traders could be
allowed to trade outside of the café operational hours, such as in the summer
evenings.

COMPLIANCE AND ADMINISTRATION
Does the Committee have delegated authority to decide?

No

Are the decisions significant?

No

If they are significant do, they affect land or a body of water?

No

Can this decision only be made through a 10 Year Plan?

No

Does this decision require consultation through the Special Consultative
procedure?

No

Is there funding in the current Annual Plan for these actions?

Yes

Are the recommendations inconsistent with any of Council’s policies or plans?

No

The recommendations contribute to Goal 2: A Creative and Exciting City
The recommendations contribute to the outcomes of the Creative and Liveable Strategy
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The recommendations contribute to the achievement of action/actions in the Active
Community Plan
The action is: Provide and maintain city reserves, neighbourhood reserves, playgrounds,
sportsfields, Arena Manawatū, aquatic facilities, walkways, shared paths, sport and
recreation facilities.
Contribution to strategic
direction and to social,
economic, environmental
and cultural well-being

The café forms a key component of the use and enjoyment of
the Victoria Esplanade.

ATTACHMENTS
Nil
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MEMORANDUM
TO:

Finance & Audit Committee

MEETING DATE:

24 March 2021

TITLE:

Palmerston North Airport Ltd - Interim Report for 6 months to 31
December 2020

PRESENTED BY:

Steve Paterson, Strategy Manager - Finance

APPROVED BY:

Stuart McKinnon, Chief Financial Officer

RECOMMENDATION(S) TO COUNCIL
1. That the Interim Report and Financial Statements of Palmerston North Airport Ltd for
the period ended 31 December 2020, presented to the Finance & Audit Committee on
24 March 2021, be received.

1.

ISSUE

Palmerston North Airport Ltd (PNAL), as a Council-Controlled Organisation, is required to
provide a 6-monthly report to the Council. The report for the period ending 31 December
2020 is attached.
2.

BACKGROUND

PNAL’s updated draft Statement of Intent (SOI) for 2020/21, taking into account potential
Covid-19 impacts, was considered by the Council in May 2020 and the final SOI was agreed
to by the Council in August 2020.
Performance for the year to date is covered in the attached report by the Chair and Chief
Executive.
They outline how passenger volumes and financial performance is well down on the same
time in the previous year but how on many fronts the assumptions made in drafting the SOI
have been exceeded.
Operating in such uncertain times has been a real challenge and PNAL has rearranged its
operations and capital programme in a responsible manner so as to be capable of
continuing to deliver its core services without exposing the Company to unreasonable
financial risk or recourse to Council as shareholder.
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It is pleasing to see PNAL is now at the point that it is confident enough to recommence
some of its capital programme including the development of its Wairaka Place subdivision
and associated reconstruction of Airport Drive.

ITEM 8

As earlier agreed with the Council no dividend has been paid in relation to the 2019/20 year.
PNAL has prepared its draft SOI for the 2021/22 year and this is being considered under a
separate report.
3.

NEXT STEPS

PNAL will prepare and forward an annual report after 30 June 2021.
4.

COMPLIANCE AND ADMINISTRATION

Does the Committee have delegated authority to decide?

No

Are the decisions significant?

No

If they are significant do they affect land or a body of water?

No

Can this decision only be made through a 10 Year Plan?

No

Does this decision require consultation through the Special Consultative No
procedure?
Is there funding in the current Annual Plan for these actions?

No

Are the recommendations inconsistent with any of Council’s policies or No
plans?
The recommendations contribute to Goal 1: An Innovative and Growing City
The recommendations contribute to the outcomes of the City Development Strategy
The recommendations contribute to the achievement of action/actions in the Strategic
Transport Plan
The action is: Work with the airport company to ensure the airport’s strategic intent aligns
with the City’s aspirations
Contribution to strategic direction and to This report outlines progress to date.
social, economic, environmental and cultural
well-being

ATTACHMENTS
1.

PNAL Interim Report to 31 December 2020 ⇩
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MEMORANDUM
TO:

Finance & Audit Committee

MEETING DATE:

24 March 2021

TITLE:

Palmerston North Airport Ltd - Draft Statement of Intent for
2021/22

PRESENTED BY:

Steve Paterson, Strategy Manager - Finance

APPROVED BY:

Stuart McKinnon, Chief Financial Officer

RECOMMENDATION(S) TO COUNCIL
1. That the Palmerston North Airport Ltd (PNAL) draft Statement of Intent for 2021/22,
presented to the Finance & Audit Committee on 24 March 2021, be received and PNAL
be advised that the Council supports the proposed direction and implementation
strategy.

1.

ISSUE

To present and provide comment on the draft Statement of Intent for Palmerston North
Airport Ltd (PNAL) for 2021/22.
2.

BACKGROUND

2.1

Introduction

PNAL is deemed a Council-Controlled Trading Organisation (CCTO) under the Local
Government Act 2002. A CCTO must deliver a draft Statement of Intent (SOI) to
shareholders by 1 March each year and adopt it by 30 June. The Council must, as soon as
possible after a draft SOI is delivered to it, agree to a CCTO’s SOI or, if it does not agree, take
all practicable steps under clause 6 of Schedule 8 of the Local Government Act 2002 to
require the SOI to be modified. The Board of the CCTO must consider any shareholder
feedback by 1 May.
The Council’s reason for its shareholding in PNAL is to ensure that the capacity and image of
the City’s key transportation gateway is consistent with the Council’s economic
development objectives.
As a CCTO PNAL is required under the Local Government Act 2002 to have the following
principal objective:
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•

Achieve the objectives of its shareholders, both commercial and non-commercial, as
specified in the Statement of Intent; and

•

Be a good employer; and

•

Exhibit a sense of social and environmental responsibility by having regard to the
interests of the community in which it operates and by endeavouring to
accommodate or encourage these when able to do so; and

•

Conduct its affairs in accordance with sound business practice.

The Council’s shareholding represents 100% of the issued and paid-up capital.
In December 2020 the Council adopted a Statement of Expectations for PNAL and this was
provided to them in advance of their development of the draft SOI.
2.2

Draft SOI - overview

Attached is a letter from PNAL to shareholders explaining the enclosed draft SOI and
outlining the key assumptions.
The draft SOI retains the vision from the current year ‘New Zealand’s leading regional
airport’ and the purpose statement ‘Launching our communities into a promising future’.
The five strategic objectives have been retained but have been rephrased to be sharper and
more positive.
The SOI addresses all of the matters outlined in Council’s Statement of Expectations.
It has been assumed there will be relatively strong passenger growth to 560,000 pa by
2023/24 and that income will return to pre-covid-19 levels during 2021/22.
The key capital-intensive focus is planned to be on:
•

Rejuvenation of the airside infrastructure including runway and apron areas

•

A continuous improvement in the customer experience with car park improvements
and the re-commencement of the terminal development plan

•

Investment in the Ruapehu Business Park

The three-year budgets assume capital development (totalling $28m) will be able to be
accomplished by PNAL with additional borrowing but without the need for additional share
capital. It is signalled that shareholder support may need to be sought when seeking the
additional borrowing.

P a g e | 48

Shareholders’ funds are forecast to reduce marginally to 67% of total assets through the
three-year term of the SOI. This is still well above the expectation that it will remain over
40%.
PNAL has subsequently indicated they plan to add the following paragraph (para 7) in the
‘Nature and Scope of Activities’ section:
‘Underpinning these activities PNAL will remain focussed on health & safety of our entire
airport community and the ongoing evolution of our CAA certified Safety Management
System (SMS).’
2.3

Draft SOI – Performance targets

The following financial performance targets are included:
Draft SOI
2021/22
Budget

SOI
2020/21
Budget

SOI
2019/20
Budget

NPBIT: Total assets

5.0%

1.8%

6.0%

NPAIT: Shareholders’ funds

2.6%

-0.9%

3.1%

Shareholders’ funds: Total assets (>40%)

73%

78%

69%

Interest cover (>2.5)

8.0

-1.4

8.3

$71.6m

$67.6m

$68.4m

Nil

Nil

40%

Tangible Net Worth (>$50m)
Dividends - % of NPAT

There are non-financial measures of performance for each of the strategic areas –
compliance, customer, community, culture and commercial.
Examples include:
•

Maintaining a customer satisfaction Net Promoter score of 30 or above

•

Serving 480,000 passengers during the 2021/22 year increasing to 540,000 for the
following year and 560,000 in the June 2024 year

•

Maintaining Civil Aviation Rule Part 139 certification

•

Zero lost time injuries to those who work within the airport community
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•

Achieving Airport Carbon Accreditation level 2 by June 2023

•

Completion of physical works:
o terminal seismic and air conditioning upgrades (August 2021)
o carpark upgrade (pick up & drop off forecourt and covered walkways)
(December 2021)
o Wairaka Place subdivision stage 2 (June 2022) and stage 3 (June 2024)
o Terminal development (June 2023)

2.4

Draft SOI – Dividend policy

Council’s Letter of Expectation outlined the expectation that “PNAL is required to have a
commitment to retaining and growing long-term shareholder value. This is partly reflected in
the on-going delivery of dividends to the shareholder. The Council recognises that significant
future capital investment and the on-going impacts of Covid-19 may impact on this in any
given year but continues to have an expectation that the Company will deliver a prudent
annual dividend to its shareholder on a long-term on-going basis. This will be a matter of
review annually.”
The draft SOI contains the following dividend policy:
“Investment by PNAL in major capital projects for the long-term benefit of the airport and
region is critical over the next three years. This includes airside infrastructure, terminal and
carpark redevelopment and progression with the development and commercialisation of
Ruapehu Business park. While it remains PNAL’s long-term intention to pay 40% of NPAT as
a dividend, due to the recent disruption caused by Covid-19 and the level of upcoming capital
expenditure projects, PNAL will therefore suspend payment of dividends over the three years
until 2024/25 and utilise equivalent funds for these major projects.”
Prior to the outbreak of Covid-19 the Council was prepared to consider the suspension of
dividend payments for a period to support the planned capital development. The proposed
dividend policy is consistent with this and the indication given in the Statement of
Expectation.
Council’s draft 10 Year Plan 2021-31 assumes there will be no dividend payable for the time
being and also assumes the Council will not be required to make any further capital
injections during that time.
Directors of companies have an obligation to undertake appropriate solvency tests each
year before declaring a dividend. A dividend in any year is therefore subject to successfully
completing this test.
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It is suggested that for the time being the proposed dividend policy is appropriate but as
outlined in the Statement of Expectation this will be subject to review each year.
2.5

Draft SOI – vesting of assets to the Council

The draft SOI draws attention to the requirement for PNAL to vest a portion of Airport Drive
and associated infrastructure to the Council as part of the process of the Wairaka Place
subdivision and the potential tax and accounting issues associated with this.
Council staff will be working with PNAL to understand these implications and to provide
further updates to the Council if necessary.
3.

NEXT STEPS

The Council can either endorse the SOI as presented or make suggestions for change to a
greater or lesser extent.
PNAL is obliged to consider shareholder comments by 1 May then decide whether or not to
make any changes to the draft when adopting the final SOI before 30 June 2021.
4.

COMPLIANCE AND ADMINISTRATION

Does the Committee have delegated authority to decide?

No

Are the decisions significant?

No

If they are significant do they affect land or a body of water?

No

Can this decision only be made through a 10 Year Plan?

No

Does this decision require consultation through the Special Consultative No
procedure?
Is there funding in the current Annual Plan for these actions?

Yes

Are the recommendations inconsistent with any of Council’s policies or No
plans?
The recommendations contribute to Goal 1: An Innovative and Growing City
The recommendations contribute to the outcomes of the City Development Strategy
The recommendations contribute to the achievement of action/actions in the Strategic
Transport Plan
The action is: Work with the airport company to ensure the airport’s strategic intent aligns
with the City’s aspirations
Contribution
to The draft Statement of Intent includes a direction and specific actions
strategic direction that are designed to continue to improve the airport for customers
and to social, and stimulate growth
economic,
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environmental
and cultural wellbeing
ATTACHMENTS
1.
2.

PNAL Cover letter - Draft SOI for year ended 30 June 2022 ⇩
PNAL Draft SOI 2021-22 ⇩
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REPORT
TO:

Finance & Audit Committee

MEETING DATE:

24 March 2021

TITLE:

Papaioea Place - Stage 3 Options

PRESENTED BY:

Bryce Hosking, Manager - Property

APPROVED BY:

Sarah Sinclair, Chief Infrastructure Officer

RECOMMENDATION(S) TO COUNCIL
1. That Council considers the report titled ‘Papaioea Place – Stage 3 Options’ presented
to the Finance & Audit Committee on 24 March 2021 and amends the associated
current budget provision of $5,000,000 incl. GST in Programme 1743 in the 2021-31
LTP, to proceed with either:
a) Option 2
•

Build 7 Additional Units and a Tenant Lounge within the complex; and

•

Reduce the capital new budget to $3,688,965 incl. GST with a financial year
split of $2,000,000 incl. GST in 2021/22 (Year 1) and $1,688,965 incl. GST
(plus inflation) in 2022/23 (Year 2).

Or
b) Option 3
•

Build 10 Additional Units within the complex and convert the adjacent
Papaioea Park Pavilion to include a Tenant Lounge;

•

Reduce the capital new budget to $3,843,070 incl. GST with a financial year
split of $2,000,000 incl. GST in 2021/22 (Year 1) and $1,843,070 incl. GST
(plus inflation) in 2022/23 (Year 2);

•

Create an additional capital renewal budget of $530,000 (excl. GST) in
2021/22 (Year 1); and

•

Increase the social housing maintenance budget by $17,250 incl. GST per
annum from Year 2 onwards.
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SUMMARY OF OPTIONS ANALYSIS FOR
Papaioea Place – Stage 2 is achieving its intensification objectives by
providing an additional 28 new units within the complex, taking the
total to 78.
Once Papaioea Place – Stage 2 is complete, Council can commence the
third and final stage of this development.
Council has a $5,000,000 incl. GST provision in the draft 2021-31 LTP
for third and final stage of this development; Papaioea Place – Stage 3.
Stage 3 will be utilising the undeveloped green space in the centre of
the complex.
There is a lack of clarity regarding the Council’s desired objectives for
Option 3. Council Officers are not clear as to whether Council’s
objective is to maximise the number of units on site, provide a
solution that meets tenant feedback, or reach a compromise position
which can achieve both.
Considering this uncertainty, this report explores the options above
and provides recommendations based on Council Officers’ assessment
of the options. This assessment and recommendations can then help
to guide Council’s decision-making towards a preferred option.

OPTION 1:

Build 10 Additional Units within the complex

ITEM 10

Problem or
Opportunity

Community Views

Benefits

•

Any development of additional social housing is widely viewed
as a positive outcome.

•

Council actively building social housing to help address the
growing need is also viewed positively.

•

The Papaioea Place Redevelopment is widely considered a
success by the public.

•

The demand for social housing is consistently increasing.

•

Many of the existing residents within the Papaioea Place
Redevelopment have expressed their support for a tenant
lounge being created. If one was not created as part of Stage 3,
this may be viewed as a missed opportunity.

•

Developing further units within the Papaioea Place complex
will be consistent with the Safe and Connected Communities
Strategy and will help give effect to the Social Housing,
Housing and Future Development, Safe Community, and the
Urban Design Plans.

•

Council can help meet some of the consistently increasing
demand for social housing within the city.

•

The maximum number of units will be created on the site
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whilst still achieving positive urban design outcomes.

Risks

Financial

OPTION 2:
Community Views

•

Stage 3 will help complete the development rather than
leaving an undeveloped green space in the centre of the
development.

•

Cost efficiencies will be gained through rolling on contractors
from Stage 2 development.

•

Moving straight into Stage 3 will ensure contractor availability.

•

The total project costs may increase either once the designs
are progressed to the final design phase, or due to rising
material costs.

•

Council may be criticised for not delivering a tenant lounge
facility to support the community within the complex.

•

Minor design changes occur as the project proceeds to
detailed design and during construction.

•

Some building materials may not be available or will require
long lead-in times.

•

Appropriate sub-contractors may not be able to be secured in
a timely manner.

•

The project may be delayed due to weather, contractor
availability or delays in materials.

•

The total programme cost for Option 1 is $3,843,070 incl. GST.

•

This cost is a decrease of $1,156,930 incl. GST from the current
placeholder budget in the draft 2021-31 LTP.

•

A provision has been made in Year 2 onwards in the draft
2021-31 LTP to increase the annual social housing
maintenance budgets by $62,830 to allow for the ongoing
maintenance and upkeep of the additional 10 units.

Build 7 Additional Units and a Tenant Lounge within the complex
•

Any development of additional social housing is widely viewed
as a positive outcome.

•

Council actively building social housing to help address the
growing need is also viewed positively.

•

The Papaioea Place Redevelopment is widely considered a
success by the public.

•

The demand for social housing is consistently increasing.

•

Many of the existing residents within the Papaioea Place
Redevelopment have expressed their support for a tenant
lounge being created. If one was not created as part of Stage 3,
this may be viewed as a missed opportunity.
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Benefits

ITEM 10
Risks

Financial

•

Developing further units within the Papaioea Place complex
will be consistent with the Safe and Connected Communities
Strategy and will help give effect to the Social Housing,
Housing and Future Development, Safe Community, and the
Urban Design Plans.

•

Council can help meet some of the consistently increasing
demand for social housing within the city.

•

The tenant lounge provides an enhanced community outcome
for the complex.

•

Option 2 can be considered to provide the optimum urban
design outcomes of the options considered and creates the
best overall enduring layout for the complex.

•

Stage 3 will help complete the development rather than
leaving an undeveloped green space in the centre of the
development.

•

Cost efficiencies will be gained through rolling on contractors
from Stage 2 development.

•

Moving straight into Stage 3 will ensure contractor availability.

•

The total project costs may increase either once the designs
are progressed to the final design phase, or due to rising
materials cost.

•

Council may be criticised as the actual tenant lounge use does
not meet expectations.

•

Council may be criticised for not delivering as many additional
units as possible to help address the high demand for social
housing.

•

Minor design changes occur as the project proceeds to
detailed design and during construction.

•

Some building materials may not be available or will require
long lead-in times.

•

Appropriate sub-contractors may not be able to be secured in
a timely manner.

•

The project may be delayed due to weather, contractor
availability or delays in materials.

•

The total programme cost for Option 2 is: $3,688,965 incl. GST.

•

This cost is a decrease of $1,311,035 incl. GST from the current
placeholder budget in the draft 2021-31 LTP.

•

A provision has been made in Year 2 onwards in the draft
2021-31 LTP to increase the annual social housing

P a g e | 82

maintenance budgets by $62,830 to allow for the ongoing
maintenance and upkeep of the additional 7 units and the
tenant lounge.
•

OPTION 3:
Community Views

Benefits

Council Officers have assessed the ongoing maintenance costs
between options 1 and 2 to be very similar, hence the
operational provision figure being the same for both options.

Build 10 Additional Units within the complex and convert the
adjacent Papaioea Park Pavilion to include a Tenant Lounge
•

Any development of additional social housing is widely viewed
as a positive outcome.

•

Council actively building social housing to help address the
growing need is also viewed positively.

•

The Papaioea Place Redevelopment is widely considered a
success by the public.

•

The demand for social housing is consistently increasing.

•

Many of the existing residents within the Papaioea Place
Redevelopment have expressed their support for a tenant
lounge being created. If one was not created as part of Stage 3,
this may be viewed as a missed opportunity.

•

Developing further units within the Papaioea Place complex
will be consistent with the Safe and Connected Communities
Strategy and will help give effect to the Social Housing,
Housing and Future Development, Safe Community, and the
Urban Design Plans.

•

Council can help meet some of the consistently increasing
demand for social housing within the city.

•

The maximum number of units will be created on the site
whilst still achieving positive urban design outcomes as well as
catering for the need for a tenant lounge.

•

Stage 3 will help complete the development rather than
leaving an undeveloped green space in the centre of the
development.

•

Cost efficiencies will be gained through rolling on contractors
from Stage 2 development.

•

Moving straight into Stage 3 will ensure contractor availability.

•

The refurbishment of the Papaioea Pavilion improves an
existing building that is in poor condition and will create a
solution which caters for both the recreational users of the
Park and the tenants of Papaioea Place.
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Risks

ITEM 10
Financial

•

The total project costs may increase either once the designs
are progressed to the final design phase, or due to rising
material costs.

•

The refurbishment of the Papaioea Pavilion would need a
separate capital renewal budget which currently is not
provided for in the draft 2021-31 LTP.

•

The refurbishment costs of the Pavilion are an estimate only
and exclude any significant structural work or significant
unexpected works that may become apparent.

•

The tenant lounge use may not meet expectations, due to its
more remote location, which will impact on perceived value of
investment.

•

Minor design changes are more likely to occur as the project
proceeds to detailed design and during construction.

•

The Pavilion has not had a seismic assessment completed. It is
unknown whether any seismic strengthening would be
required.

•

Some building materials may not be available or will require
long lead-in times.

•

Appropriate sub-contractors may not be able to be secured in
a timely manner.

•

The project may be delayed due to weather, contractor
availability or delays in materials.

•

The spaces created within the Pavilion will be restricted and
will not allow for multiple bookings at one time or allow for
future growth.

•

The total cost of Option 3 will need to be split into 3
programmes; a capital new budget, a capital renewal budget,
and additional operational budgets.

•

The total capital new programme cost for Option 3 is:
$3,843,070 incl. GST.

•

This cost is a decrease of $1,156,930 incl. GST from the current
capital new placeholder budget in the draft 2021-31 LTP.

•

A capital renewal programme will need to be created in the
LTP for the refurbishment of the Pavilion for $609,500 incl. GST
($530,000 + GST).

•

The total combined capital project cost for Option 3 is
$4,452, 570 incl. GST.

•

A provision has been made in Year 2 onwards in the draft
2021-31 LTP to increase the annual social housing
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maintenance budgets by $62,830 to allow for the ongoing
maintenance and upkeep of the additional 10 units.

OPTION 4:
Community Views

Benefits

Risks

•

In addition, the following operational budgets also need to be
created in the LTP:
o The social housing maintenance budget would need to
be further increased by $17,250 incl. GST ($15,000 +
GST) a year, from year 2, to allow for the additional
maintenance and upkeep of the improved pavilion
which would be used more regularly and need to be
kept at a higher standard than in its current state.

•

Considering the above the combined cost of Option 3 is
$4,452,570 incl. GST, plus the ongoing maintenance costs of
the units and pavilion of $80,080 incl. GST.

Build no additional units and retain undeveloped green space within
the complex
•

Any development of additional social housing is widely viewed
as a positive outcome.

•

Council actively building social housing to help address the
growing need is also viewed positively.

•

The Papaioea Place Redevelopment is widely considered a
success by the public.

•

The demand for social housing is consistently increasing.

•

Many of the existing residents within the Papaioea Place
Redevelopment have expressed their support for a tenant
lounge being created. If one was not created as part of Stage 3,
this may be viewed as a missed opportunity.

•

Not developing the green space within the complex into
housing or a tenant lounge will be very likely to be viewed as a
poor outcome and a missed opportunity.

•

Programme 1743 can be removed from the 2021-31 LTP and
the green space can simply be tidied up and restored back to a
clear green space as part of the Stage 2 budgets.

•

The opportunity to develop the space remains an option for
Council in the future.

•

An opportunity is missed to further add to the site and the
overall complex development may be perceived as being
unfinished.

•

Costs will increase should Council decide to build units on the
site in the future.
Cost efficiencies from retaining the current contractor on-site

•
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are lost.

ITEM 10

Financial

•

Appropriate contractors and sub-contractors may not be able
to be secured in a timely manner in the future.

•

Council may be criticised for not delivering more additional
social housing units despite the high demand for social
housing.

•

The complex would have a poor urban design outcome.

•

Very limited financial impact.

•

Existing Stage 2 budgets will be used to tidy up and restore the
green space.

•

The entire $5,000,000 placeholder budget in the draft 2021-31
LTP can be removed in this option, as a saving.

RATIONALE FOR THE RECOMMENDATIONS
1.

OVERVIEW OF THE PROBLEM OR OPPORTUNITY

1.1

Once Papaioea Place – Stage 2 is complete, Council can commence the third and
final stage of the Papaioea Place Social Housing Redevelopment.

1.2

Budget provision for Papaioea Place – Stage 3 has been allowed for in years 1 and 2
of the draft 2021-31 LTP through Programme 1743 – Papaioea Place – Stage 3.

1.3

Stage 3 will be utilising the undeveloped green space in the centre of the complex.

1.4

There are four options for Council to consider for Papaioea Place – Stage 3:
1. Build 10 additional units within the complex;
2. Build 7 additional units within the complex and a tenant lounge;
3. Build 10 additional units within the complex and convert the adjacent
Papaioea Park Pavilion to include a tenant lounge; and
4. Build no additional units and retain undeveloped green space within the
complex.

1.5

There is a lack of clarity regarding the Council’s desired objectives for Option 3.
Council Officers are not clear as to whether Council’s objective is to maximise the
number of units on site, provide a solution that meets tenant feedback, or reach a
compromise position which can achieve both.

1.6

Considering this uncertainty, this report explores the options above and provides
recommendations based on Council Officers’ assessment of the options. This
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assessment and recommendations can then help to guide Council’s decision-making
towards a preferred option.
1.7

2.

Please note:
•

Unlike most Council projects, this programme budget is required to reflect
figures including GST rather than excluding as it is a social housing
development.

•

All figures within this report do not include inflation. Inflation will need to be
added accordingly for any budgets in Year 2 of the 2021-31 LTP.

BACKGROUND AND PREVIOUS COUNCIL DECISIONS
Papaioea Place Development Overview (Stages 1 and 2)

2.1

The Papaioea Place project is a design and build contract between Palmerston North
City Council (Principal) and Latitude Homes (Contractor) of New Plymouth, with
project management being provided by WT Partnership.

2.2

The Stages 1 and 2 of the development are delivered in the following format:
•

Stage 1
o Part 1 – demolition of old units, 30 new replacement units
o Part 2 – demolition of old units, 20 new replacement units

•

Stage 2
o Part 1 – demolition of old units, 18 new replacement units
o Part 2 – demolition of old units, 10 new replacement units

2.3

Note: Stage 1 was completed in March 2020 and Stage 2 is due to be completed
August 2021.
Previous Council Decisions

2.4

The report titled ‘Papaioea Place – Stage 2’ was presented to the September 2019
Finance and Performance Committee exploring expanded options for Stage 2 of the
redevelopment.

2.5

For clarity, the September 2019 report explored options for Stage 2 that included the
scope of the green space area discussed in this report.

2.6

It was resolved by the Committee to proceed with the 28 units in Stage 2 only and
defer the development of the green space to the 2021-31 LTP to form a future Stage
3 of the development.
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Draft Budget Provision – 2021-31 LTP

ITEM 10

2.7

As highlighted in Clause 1.2, budget provision for Papaioea Place – Stage 3 has been
allowed for in years 1 and 2 of the draft 2021-31 LTP through Programme 1743 –
Papaioea Place – Stage 3.

2.8

The placeholder budget in the draft LTP is currently $5,000,000 incl. GST.
Tenant Survey

2.9

A tenant survey was carried out in early December 2020 with the existing Papaioea
Place residents to help inform future Stage 3 decision making.

2.10

This survey focused on exploring the demand and usage of a potential tenant lounge
should one be created.

2.11

Of the 50 current residents, 37 responded to the survey. The results of this survey
are as below:
•

Total responses: 37

•

Yes, the tenant supports a lounge facility: 34

•

No, they do not support a lounge facility: 3

2.12

Of the 34 residents who supported the concept of a lounge, 16 said they would use
this weekly, 8 said monthly and 10 weren’t sure of their frequency of use.

2.13

Whilst this survey shows a general support by the residents, Council Officers suggest
this be used as supporting information for the end decision and not be treated as a
definitive gauge of use especially given 13 out of the 50 current residents did not
respond.

3.

DESCRIPTION OF OPTIONS

3.1

There are four options for Council to consider for Papaioea Place – Stage 3:
1. Build 10 additional units within the complex:
•

The 10 units will be made up of 6 standard units as seen in the rest of
the complex, and 4 fully accessible units;

•

This option maximises the number of units within the site.

2. Build 7 additional units within the complex and a tenant lounge:
•

The 7 units will be made up of 3 standard units as seen in the rest of
the complex, and 4 fully accessible units;
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•

This option best meets the existing tenant’s feedback; however, the
trade-off is it reduces the number of units built;

3. Build 10 additional units within the complex and convert the adjacent
Papaioea Park Pavilion to include a tenant lounge:
•

Build 10 new units as per Option 1;

•

Refurbish the existing sports pavilion in Papaioea Park which is
adjacent to the complex;

•

This option both maximises the number of units built and offers a
solution to meet the tenant’s feedback. However, it utilises an
additional space outside the complex and adds considerable risk.

4. Retain undeveloped green space within the complex – leave the green space
in the centre of the complex undeveloped:
•
4.

This option neither increases the number of units on the site nor
meets the needs of the tenants.

ANALYSIS OF OPTIONS
Option 1 – Build 10 additional units within the complex

4.1

Option 1 sees the development of the unused green space in the centre of the
complex into 10 new social housing units, taking the total number of units on the site
to 88.

4.2

Of the 10 units, 6 are standard units in line with the units created in Stages 1 and 2,
and 4 are fully accessible units, as required to obtain building consent.
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ITEM 10
4.3

In order to maintain a cohesive look within the Papaioea Place complex, these units
will maintain the same design elements found throughout the rest of the
development including the spatial improvements made between the units that are
being constructed in Stage 2.
Need for Fully Accessible Units

4.4

Whilst the existing units in Stages 1 and 2 have been designed and built with
accessibility in mind they are not considered fully accessible.

4.5

The fully accessible units will meet all mobility requirements under the Building Act
as some of these requirements exceed the accessibility provisions in the standard
units.
Retained Small Green Space

4.6

Option 1 retains a small shared green space to help with the overall outlook, flow
and sense of community within the complex.

4.7

Council Officers explored whether further additional units could be accommodated
within the green space that is retained in the centre of Option 1. However, this was
not pursued as it had significant negative impacts including:
•

Any additional dwellings in this area would create a visual barrier between
the buildings and a poor outlook;

•

Potential sunlight barriers; and
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•

Will disrupt the flow and layout of the complex by creating 2 units out on
their own which would create a disjointed outcome.

Community Views
4.8

Whilst no specific public consultation or community views have been sought in
relation to proceeding with Stage 3 of the Papaioea Place Redevelopment, the
development of additional social housing by Council is generally well received and
seen as a positive outcome by the community.

4.9

In addition to the above the Papaioea Place redevelopment project itself has been
widely considered a success by the public.

4.10

In respect to the existing tenants within the Papaioea Place complex, they have
expressed their support for the creation of a tenant lounge. If one is not created,
then this may be viewed as a missed opportunity.
Urban Designs and Resource Consent Considerations

4.11

The 10 additional units design is generally supported by the urban design and
resource consent teams.

4.12

The 3 standard units on the southern end of the existing building and the 4
accessible units help to frame the western end of the remaining site, with the units
lining Papaioea Place providing a positive frontage to the primary street.

4.13

For clarity, the 4 fully accessible units are required in order to obtain building
consent.

4.14

Without a community lounge there is a risk of the central shared space being
perceived as private space for the units that immediately surround it. This could lead
to the space being used as a thoroughfare rather than a communal space, leading to
poor community engagement.

4.15

Positioning of all the new units allow for adequate solar gain (minimal shading
caused by the surrounding buildings).

4.16

The open spaces between the groups of units gives a visual and physical connection
to the open shared space from a previous stage of the development.
Benefits

4.17

Development of additional units within the Papaioea Place complex is consistent
with the Safe and Connected Communities Strategy and will help give effect to the
Social Housing, Housing and Future Development, Safe Community, and the Urban
Design Plans.
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4.18

In addition to Option 1 being strategically aligned to Council’s Plans, there are
several benefits including:

ITEM 10

•

Council can help meet some of the increasing demand for social housing;

•

The maximum number of units will be created on the site (10) whilst still
achieving positive urban design outcomes;

•

Stage 3 will help to achieve a complete development of the site rather than
leaving an undeveloped green space in the centre of the complex;

•

Cost efficiency will be gained through rolling on contractor from the Papaioea
Place – Stage 2 development; and

•

Moving straight into Stage 3 will help ensure contractor availability.

Risk Identification
4.19

There are several risks identified for Option 1. The key risks, consequences and their
potential mitigations have been outlined below:

4.20

Financial

4.21

4.22

•

Risk: The total project costs may increase either once the detailed designs are
progressed or due to rising material costs.

•

Consequence: The project budget will be exceeded, and more budget will be
required to complete the project.

•

Mitigation: A 10% contingency is being allowed for to allow for minor
movements; this will be addressed as part of the tender award report to
Council.

Reputational
•

Risk: Council may be criticised for not delivering a tenant lounge to support
the community within the complex.

•

Consequence: There will be limited options for tenants to socialise or host
visitors.

•

Mitigation: Tenant lounge facilities can be explored at other locations such as
the pavilion in the adjacent Papaioea Park either now or in the future (see
Option 3).

Changing Scope
•

Risk: Minor design changes may occur as the project progresses through
detailed design and during construction.

•

Consequence: There is a shift in the construction costs.
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•
4.23

4.24

4.25

Mitigation: A 10% contingency is being allowed for to allow for minor
movements.

Supplier
•

Risk: Some building materials may not be available or will require long lead-in
times.

•

Consequence: The scope of the project will change as alternative materials
will need to be used and the project may be delayed.

•

Mitigation: Stage 3 will be directly awarded to the existing contractor. All
long lead-in items will then be able to be ordered as soon as possible.

Contractor Availability
•

Risk: The appropriate sub-contractors may not be able to be secured in a
timely manner.

•

Consequence: The project will be delayed.

•

Mitigation: Stage 3 will be directly awarded to the existing contractor. This
will allow all sub-contractors to be secured in a timely manner.

Timeline
•

Risk: The project may be delayed due to weather, contractor availability or
delays in materials.

•

Consequence: Construction cannot begin or is halted.

•

Mitigation: Stage 3 will be directly awarded to the existing contractor. All
long lead-in items will be ordered as soon as possible, and sub-contractors
can be secured in a timely manner. Reasonable allowances will be made in
the project programme for any additional delays.

Risk Assessment
4.26

To help inform decision making Council Officers have considered these risks,
consequences and mitigations and their effectiveness.

4.27

Option 1 has 6 risks that have been identified over a broad range of risks categories.

4.28

Council Officers consider the mitigation actions effective in addressing the various
risks. As such the residual risk rating for Option 1 overall can be considered as ‘low’.

4.29

In the case of reputational risk, it is realistic to note that no project will ever fully
meet all the expectations of all parties, however, this does not mean it is a poor
decision. The reputational risk in Clause 4.21 is a good example of this.
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Financial

ITEM 10

4.30

The total capital programme cost for Option 1 is $3,843,070 incl. GST.

4.31

This cost is a decrease of $1,156,930 incl. GST from the current placeholder budget
in the draft 2021-31 LTP.

4.32

Note the above costs are a capital new expense and inclusive of GST.

4.33

The total project budget for Option 1 can be summarised in the table below:
Description

Cost

Site Works and Establishment

$318,133

Unit Construction

$1,833,363

Council Procured Items

$135,000

Professional Fees

$380,758

Authority Fees

$135,000

Contingency

$539,546

Total

$3,341,800

GST

$501,270

Total Project Budget

$3,843,070

4.34

The above figures have been provided from Latitude Homes and WT Partnership and
have been confirmed by a Quantity Surveyor to help ensure they are as accurate as
possible.

4.35

A provision has been made in Year 2 onwards in the draft 2021-31 LTP to increase
the annual social housing maintenance budgets by $62,830 to allow for the ongoing
maintenance and upkeep of the additional 10 units.
Option 2 – Build 7 Additional Units and a Tenant Lounge within the complex

4.36

Option 2 sees the development of the unused green space in the centre of the
complex into 7 new units and a tenant lounge in the development taking the total
number of units on the site to 85.
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4.37

Of the 7 units, 3 are standard units in line with the units created in Stages 1 and 2,
and 4 are fully accessible units, as required to obtain building consent.

4.38

Please refer to Clause 4.4 and 4.5 for detail for the need for the fully accessible units.

4.39

As in Option 1, in order to ensure a cohesive look within the Papaioea Place complex,
these units and tenant lounge will maintain the same design elements found
throughout the rest of the development.

Tenant Lounge
4.40

The tenant lounge will be an open-plan communal space for the tenants within the
complex to use and includes a patio area in front of the tenant lounge which gives a
reasonable area outdoors which tenants can use for social purposes.

4.41

The lounge booking and usage would be managed by the tenants. This is consistent
with tenant lounges in Council’s other complexes.
Community Views

4.42

Whilst no specific public consultation or community views have been sought in
relation to proceeding with Stage 3 of the Papaioea Place Redevelopment, the
development of additional social housing by Council is generally well received and
seen as a positive outcome by the community.

4.43

In addition to the above the Papaioea Place redevelopment project itself has been
widely considered a success by the public.
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4.44

In respect to the existing tenants within the Papaioea Place complex, they have
expressed their support for the creation of a tenant lounge. If one is not created,
then this may be viewed as a missed opportunity.

ITEM 10

Urban Planning and Resource Consent Considerations
4.45

Option 2 provides the best overall outcomes from an urban design standpoint.

4.46

Inclusion of the community lounge and shared open space to the centre of the site is
viewed as a positive to the overall complex.

4.47

The 3 standard units on the south end of the existing building and the 4 accessible
units help to frame the western end of the remaining site, with the units lining
Papaioea Place providing a positive frontage to the primary street.

4.48

The 4 accessible units are required in order to obtain building consent.

4.49

Positioning of all the new units allow for adequate solar gain (minimal shading
caused by the surrounding buildings).

4.50

The open spaces between the groups of units gives a visual and physical connection
to the open shared space from previous stages of the development.
Benefits

4.51

Development of additional units within the Papaioea Place complex is consistent
with the Safe and Connected Communities Strategy and will help give effect to the
Social Housing, Housing and Future Development, Safe Community, and the Urban
Design Plans.

4.52

In addition to Option 2 being strategically aligned to Council’s Plans, there are
several benefits including:
•

Council can help meet some of the increasing demand for social housing;

•

The maximum number of units will be created on the site whilst still
achieving positive urban design outcomes;

•

The tenant lounge provides an enhanced community outcome for the
complex;

•

Option 2 can be considered to provide the best design outcomes of the
options considered and creates the best overall enduring layout for the
complex;

•

Stage 3 will help to achieve a complete development of the site rather than
leaving an undeveloped green space in the centre of the complex;
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•

Cost efficiency will be gained through rolling on contractors from the
Papaioea Place – Stage 2 development; and

•

Moving straight into Stage 3 will help ensure contractor availability.

Risk Identification
4.53

There are several risks identified for Option 2. The key risks, consequences and their
potential mitigations have been outlined below:

4.54

Financial

4.55

4.56

4.57

•

Risk: The total project costs may increase either once the designs are
progressed to the final design phase, or due to rising material costs.

•

Consequence: The project budget will be exceeded, and more budget will be
required to complete the project.

•

Mitigation: A 10% contingency is being allowed for to allow for minor
movements; this will be addressed as part of the tender award report to
Council.

Reputational – Tenant Lounge
•

Risk: Council may be criticised as the actual tenant lounge use does not meet
expectations.

•

Consequence: The tenant lounge sits unused for periods of time and is not
used frequently or to the level Council was expecting.

•

Mitigation: Council could explore repurposing the lounge into more social
housing.

Reputational – Housing Units
•

Risk: Council may be criticised for not delivering as many additional units as
possible despite the high demand for social housing.

•

Consequence: There are less houses available for tenants.

•

Mitigation: Additional housing can be explored at other locations.

Changing Scope
•

Risk: Minor design changes may occur as the project progresses through
detailed design and during construction.

•

Consequence: There is a shift in the construction costs.

•

Mitigation: A 10% contingency is being allowed for to allow for minor
movements.
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4.58

ITEM 10
4.59

4.60

Supplier
•

Risk: Some building materials may not be available or will require long lead-in
times.

•

Consequence: The scope of the project will change as alternative materials
will need to be used and the project may be delayed.

•

Mitigation: Stage 3 will be directly awarded to the existing contractor. All
long lead-in items will be ordered as soon as possible.

Contractor Availability
•

Risk: The appropriate sub-contractors may not be able to be secured in a
timely manner.

•

Consequence: The project will be delayed.

•

Mitigation: Stage 3 will be directly awarded to the existing contractor. This
will allow all sub-contractors to be secured in a timely manner.

Timeline
•

Risk: The project may be delayed due to weather, contractor availability or
delays in materials.

•

Consequence: Construction cannot begin or is halted.

•

Mitigation: Stage 3 will be directly awarded to the existing contractor. All
long lead-in items will be ordered as soon as possible, and sub-contractors
can be secured in a timely manner. Reasonable allowances will be made in
the project programme for any additional delays.

Risk Assessment
4.61

Option 2 has 7 risks that have been identified over a broad range of risks categories.

4.62

Council Officers consider the mitigation actions effective in addressing the various
risks. As such the residual risk rating for Option 2 overall can be considered as ‘low’.

4.63

Officers note there is an additional reputational risk of the tenant lounge not being
used to the levels expected. The mitigation action of repurposing this facility in the
future if required is considered very effective.

4.64

For clarity, the overall risk of proceeding with Options 1 or 2 are deemed to be
equally low and there is no added risk of proceeding between either of these
Options.
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Financial
4.65

The total programme cost for Option 2 is: $3,688,965 incl. GST.

4.66

This cost is a decrease of $1,311,035 incl. GST from the current placeholder budget
in the draft 2021-31 LTP.

4.67

Note the above costs are a capital new expense and inclusive of GST.

4.68

The total project budget for Option 2 can be summarised in the table below:
Description

Cost

Site Works and Establishment

$320,988

Unit Construction

$1,359,987

Tenant Lounge Construction

$402,518

Council Procured Items

$115,000

Professional Fees

$385,758

Authority Fees

$135,000

Contingency

$623,544

Total

$3,207,795

GST

$481,169

Total Project Budget

$3,688,965

4.69

The above figures have been provided from Latitude Homes and WT Partnership and
have been confirmed by a Quantity Surveyor to help ensure they are as accurate as
possible.

4.70

A provision has been made in Year 2 onwards in the draft 2021-31 LTP to increase
the annual social housing maintenance budgets by $62,830 to allow for the ongoing
maintenance and upkeep of the additional 7 units and the tenant lounge. Council
Officers have assessed the ongoing maintenance costs between options 1 and 2 to
be very similar, hence the operational provision figure being the same for both
options.
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Option 3 – Build 10 Additional Units within the complex and convert the adjacent
Papaioea Park Pavilion to include a Tenant Lounge

ITEM 10

4.71

Within the complex Option 3 has the same layout as Option 1. However, Option 3
also sees the adjacent Papaioea Park Pavilion be redeveloped and refurbished to
become a dual-use facility which will serve both the Park’s sports users and serve as
a tenant lounge for the tenants of Papaioea Place.

4.72

Option 3 sees the development of the unused green space in the centre of the
complex into 10 new social housing units, taking the total number of units on the site
to 88.

4.73

Of the 10 units, 6 are standard units in line with the units created in Stages 1 and 2,
and 4 are fully accessible units, as required to obtain building consent.

4.74

Option 3 retains a small shared green space to help with the overall outlook, flow
and sense of community within the complex.

4.75

Please refer to Clauses 4.4 and 4.5 for detail on the need for fully accessible units,
and Clauses 4.6 and 4.7 for the reasons for retaining the small green space.
Papaioea Pavilion

4.76

For context below is an aerial plan of indicating the location of the pavilion
(indicated in red) in respect to the housing complex (indicated in blue).

4.77

Note for clarity, the aerial shows an old photo of the development prior to the
completion of Stage 1.
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4.78

The opportunity to use the Papaioea Park Pavilion for a tenant lounge was reported
to the Community Development Committee in August 2020 as a result of a
deputation being given from some of the existing Papaioea Place residents.

4.79

A summary of this report is given below.

4.80

Overall, the pavilion building has been assessed by Council officers to be in a poor
condition.

4.81

Whilst there are no reported issues with the building structure itself, there are
multiple issues that would need to be addressed if it were to meet the requirements
of the housing residents including:
•

The facilities within the building are aged and run down;

•

The building is not considered to meet accessibility standards of the housing
residents;

•

Whilst the building is compliant for its current use, works triggering a building
consent will require several upgrades in this area; and
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•

The building has poor heating and cooling provision and is not insulated.

ITEM 10

4.82

It is important to note that the pavilion is meeting the current needs of the sports
users especially given the infrequent use rate, however, it would require
considerable renovation if it were to be considered fit-for-purpose as a multi-use
space accommodating a tenant lounge.

4.83

As a general strategy the works to be completed within the pavilion facility need to
enable multi-use, both from the existing users of the facility, but also converting it to
act as a tenant lounge.

4.84

It has been assessed that the best way to achieve this is to redesign and improve the
internal layout of the building to create a separated sports pavilion area and a secure
tenant lounge area. This will help mitigate the risk of conflicting use and ensure the
security of the assets within the individual spaces.

4.85

A summary of the proposed new layout:

4.86

•

The building will continue to be accessed through the main entrance in the
centre of the building facing the park.

•

There will be a shared accessible toilet in the main foyer.

•

The left side of the building will house the sports pavilion facility and feature
its own kitchenette, toilet, changing and shower facilities.

•

The right side of the building will be the newly created tenant lounge. This
will also feature its own kitchenette, and toilet and bathroom facilities.

•

The actual lounge area will be approximately 40m2 (5m x 8m) and should
comfortably sit 20 people at a time.

The concept layout is below:

Note: the main entrance common lobby is shown in blue, the tenant lounge and
facilities are shown in red.
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Zoning Considerations for the Pavilion
4.87

The purpose of Papaioea Park is for sports and general recreation. If the Papaioea
housing tenants were to occupy a section of the pavilion, this would be considered
consistent with the purpose of general recreation and social interaction. Therefore,
this activity is considered consistent with Council's legal position on this reserve.

4.88

In addition, as this is considered a consistent activity, and it is not a new lease for the
pavilion (the housing residents will just be users of the facility), no public
consultation will be required regarding it being used as a tenant lounge.

4.89

In the August 2020 report a total refurbishment project cost was identified as
$350,000 + GST. This is to be considered Capital Renewal.

4.90

Council Officers suggest this project cost now needs to be updated to reflect
escalation of costs of materials and construction, new information since the time of
the original report, along with an increased contingency.

4.91

The overall project costs are detailed in the financial section of Option 3 below.

4.92

As a side point, like the new tenant lounge in Option 2, the pavilion booking and
usage would be managed by the tenants. This is consistent with tenant lounges in
Council’s other complexes.
Community Views

4.93

Whilst no specific public consultation or community views have been sought in
relation to proceeding with Stage 3 of the Papaioea Place Redevelopment, the
development of additional social housing by Council is generally well received and
seen as a positive outcome by the community.

4.94

In addition to the above the Papaioea Place redevelopment project itself has been
widely considered a success by the public.

4.95

In respect to the existing tenants within the Papaioea Place complex, they have
expressed their support for the creation of a tenant lounge. If one is not created,
then this may be viewed as a missed opportunity.

4.96

Refurbishment of the existing Papaioea Park Pavilion would be seen in a positive
light by sports users, provided they could retain access to the building as they will
benefit from the facility being substantially renovated.
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Urban Planning and Resource Consent considerations

ITEM 10

4.97

The 10 additional units design is generally supported by the urban design and
resource consent teams.

4.98

The 3 standard units on the southern end of the existing building and the 4
accessible units help to frame the western end of the remaining site, with the units
lining Papaioea Place providing a positive frontage to the primary street.

4.99

For clarity, the 4 fully accessible units are required in order to obtain building
consent.

4.100 Without a community lounge there is a risk of the central shared space being
perceived as private space for the units that immediately surround it. This could lead
to the space being used as a thoroughfare rather than a communal space, leading to
poor community engagement.
4.101 Positioning of all the new units allow for adequate solar gain (minimal shading
caused by the surrounding buildings).
4.102 The open spaces between the groups of units gives a visual and physical connection
to the open shared space from a previous stage of the development.
Benefits
4.103 Development of additional units within the Papaioea Place complex is consistent
with the Safe and Connected Communities Strategy and will help give effect to the
Social Housing, Housing and Future Development, Safe Community, and the Urban
Design Plans.
4.104 In addition to Option 3 being strategically aligned to Council’s Plans, there are
several benefits including:
•

Council can help meet some of the increasing demand for social housing;

•

The maximum number of units will be created on the site whilst still
achieving positive urban design outcomes;

•

Stage 3 will help to achieve a complete development of the site rather than
leaving an undeveloped green space in the centre of the complex;

•

Cost efficiency will be gained through rolling on contractors from the
Papaioea Place – Stage 2 development;

•

Moving straight into Stage 3 will help ensure contractor availability; and

•

The refurbishment of the Papaioea Pavilion improves an existing building that
is in poor condition and will create a solution which caters for both the
recreational users of the Park and the tenants of Papaioea Place.
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Risk Identification
4.105 There are several risks identified for Option 3. The key risks, consequences and their
potential mitigations have been outlined below:
4.106 Financial
•

Risk: The total project costs may increase either once the designs are progressed
to the final design phase, or due to rising material costs.

•

Consequence: The project budget will be exceeded, and more budget will be
required to complete the project.

•

Mitigation: A 10% contingency is being allowed for the new units portion to allow
for minor movements; this will be addressed as part of the tender award report
to Council.

4.107 Financial – Pavilion Renewal Budget
•

Risk: The refurbishment of the Papaioea Pavilion would need a separate Capital
Renewal budget which currently is not provided for in the draft 2021-31 LTP.

•

Consequence: There is no appropriate funding to undertake the pavilion
refurbishment.

•

Mitigation: A Capital Renewal budget would need to be added to the 2021-31
LTP.

4.108 Financial – Pavilion Refurbishment
•

Risk: The refurbishment costs of the Pavilion are detailed estimates only and
exclude any significant structural work or significant unexpected works that may
become apparent during renovation.

•

Consequence: The project budget will be exceeded, and more budget will be
required to complete the project.

•

Mitigation: An increased 25% contingency is being allowed for to allow for
unexpected items and minor movements; this will be addressed as part of the
tender award report to Council, however, may not be enough should any
significant items or significant structural work be required.

4.109 Reputational
•

Risk: Council may be criticised as the actual tenant lounge use does not meet
expectations.

•

Consequence: The tenant lounge sits unused for periods of time and is not
used frequently or to the level Council was expecting.

•

Mitigation: Council could explore repurposing the lounge for another
recreational purpose.
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4.110 Changing Scope

ITEM 10

•

Risk: Minor design changes may occur as the project progresses through detailed
design and during construction.

•

Consequence: There is a shift in the construction costs.

•

Mitigation: An increased 10% contingency is being allowed for to allow for
unexpected items and minor movements.

4.111 Changing Scope – Pavilion
•

Risk: The pavilion is currently in a poor condition and due to its age significant
structural work or significant unexpected works may become apparent during
renovation. This extends to any seismic considerations or seismic strengthening
works required.

•

Consequence: The project budget will be exceeded, and more budget will be
required to complete the project.

•

Mitigation: A seismic assessment would be undertaken before any construction
and if additional work is required Council Officers would present these to Council
prior to commencement. An increased 25% contingency is being allowed for to
allow for unexpected items and minor movements.

4.112 Supplier
•

Risk: Some building materials may not be available or will require long lead-in
times.

•

Consequence: The scope of the project will change as alternative materials will
need to be used and the project may be delayed.

•

Mitigation: Stage 3 will be directly awarded to the existing contractor. All long
lead-in items will be ordered as soon as possible.

4.113 Contractor Availability
•

Risk: The appropriate sub-contractors may not be able to be secured in a timely
manner.

•

Consequence: The project will be delayed.

•

Mitigation: Stage 3 will be directly awarded to the existing contractor. This will
allow all sub-contractors to be secured in a timely manner.

4.114 Timeline
•

Risk: The project may be delayed due to weather, contractor availability or delays
in materials.

•

Consequence: Construction cannot begin or is halted.
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•

Mitigation: Stage 3 will be directly awarded to the existing contractor. All long
lead-in items will be ordered as soon as possible, and sub-contractors can be
secured in a timely manner. Reasonable allowances will be made in the project
programme for any additional delays.

4.115 Customer – Pavilion
•

Risk: The space created within the Pavilion will be restricted and will not allow
for multiple bookings at one time or allow for future growth.

•

Consequence: The different users of the pavilion may not be able to use the
space when preferred or needed due to other users’ bookings.

•

Mitigation: Users will need to agree on and manage their own booking system to
help share the pavilion.

Risk Assessment
4.116 Option 3 has 10 risks that have been identified over a broad range of risks
categories, particularly in the financial and changing scope risk categories.
4.117 Council Officers consider the mitigation actions mostly effective in addressing most
of the risks, however, the renovation uncertainty resulting from the age and
condition of the pavilion considerably increases the overall risk.
4.118 As such the overall residual risk rating for Option 3 is considered as ‘medium’.
4.119 For clarity, the overall risk of proceeding with Option 3 is deemed much higher than
Options 1 and 2 and is considered by Council Officers to be the highest risk of the
four Options. Whenever doing significant renovations in an aged building in poor
condition the risk of unexpected items is always higher.
Financial
4.120 The total cost of Option 3 will need to be split into 3 programmes:
•

A capital new budget for the new units to be built;

•

A capital renewal budget for the renovation of the pavilion; and

•

An operational budget component for seismic assessment.

4.121 The total capital new programme cost for Option 3 is: $3,843,070 incl. GST.
4.122 This cost is a decrease of $1,156,930 incl. GST from the current capital new
placeholder budget in the draft 2021-31 LTP.
4.123 Note the above costs are a capital new expense and inclusive of GST.
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4.124 In addition, a capital renewal programme will need to be created in the LTP for the
refurbishment of the Pavilion for $530,000 + GST.
4.125 For clarity there is no budget provision in the draft LTP for the renovation work.

ITEM 10

4.126 The total project budget for Option 3 can be summarised in the table below:
Description

Cost

Total Project Cost for the Units within
the Complex (as per Option 1)

$3,341,800

GST

$501,270

Total Project Budget – Units (Capital
New)

$3,843,070

Renovation Costs of Pavilion

$320,000

Professional and Authority Fees

$130,000

Contingency

$80,000

Total

$530,000

GST

$79,500

Total Project Budget – Pavilion (Capital
Renewal)

$609,500

Total Combined Project Cost

$4,452,570 incl. GST

4.127 The above figures for the units have been provided from Latitude Homes and WT
Partnership and have been confirmed by a Quantity Surveyor to help ensure they are
as accurate as possible.
4.128 The above figures for the pavilion renovation have been provided by a local builder.
4.129 The above figures also include a $50,000 budget for a detailed seismic assessment of
the pavilion as part of the design process.
4.130 A provision has been made in Year 2 onwards in the draft 2021-31 LTP to increase
the annual social housing maintenance budgets by $62,830 to allow for the ongoing
maintenance and upkeep of the additional 10 units.
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4.131 Operational budgets of $62,830 per year would need to be further increased by
$17,250 incl. GST ($15,000 + GST) to allow for the additional maintenance and
upkeep of the improved pavilion which will now be used more regularly and need to
be kept at a higher standard than in its current state.
4.132 Considering the above the combined cost of Option 3 is $4,452,570 incl. GST, plus
the ongoing maintenance costs of the units and pavilion of $80,080 incl. GST.
Option 4 – Build no additional units and retain undeveloped green space within the
complex.
4.133 Option 4 sees the green space in the centre of the Papaioea Place complex retained
and left undeveloped.
Community Views
4.134 These are the same as Option 1 (clauses 4.7 – 4.9), with the addition of:
•

Not developing the green space within the complex into housing or a tenant
lounge is very likely to be viewed as a poor outcome and a missed
opportunity.

Urban Planning and Resource Consent considerations
4.135 This option differs significantly in terms of the building relationship with the
remainder of the site development and is not particularly in alignment with the
original ethos of the design brief for the entire complex and leaves the complex
feeling unfinished.
4.136 Essentially creates a ‘hole’ at the centre and front of the development.
4.137 As the site has increased density, the open space provides some spatial relief from
the overall housing development and provides visual links to rear site.
Benefits
4.138 Programme 1743 can be removed from 2021-31 LTP and the green space can simply
be tidied up and restored back to a clear green space as part of the Stage 2 budgets.
4.139 The opportunity to develop the space remains an option for Council in future.
Risk Identification
4.140 Reputational
•

Risk: An opportunity is missed to further add to the site and the overall
complex development may be perceived as being unfinished.
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•

Consequence: The complex’s generally good reputation may be impacted
negatively.

•

Mitigation: None.

ITEM 10

4.141 Reputational
•

Risk: Council may be criticised for not delivering more additional social
housing units despite the high demand for social housing and having the
opportunity to do so within the complex.

•

Consequence: The social housing waiting list continues to grow.

•

Mitigation: Additional housing can be explored at other locations.

4.142 Financial
•

Risk: Costs will increase should Council decide to build units on the site in
future.

•

Consequence: New budgets will need to be created and the cost of
development will increase from the current costings of the Options above.

•

Mitigation: None.

4.143 Financial
•

Risk: Should Council decide to develop the green space in future, there would
be no cost efficiencies from retaining the current contractor as any future
development would be a separate project.

•

Consequence: Increased total project costs.

•

Mitigation: None.

4.144 Contractor Availability
•

Risk: Appropriate contractors and sub-contractors may not be able to be
secured in a timely manner in the future.

•

Consequence: The project will be delayed.

•

Mitigation: Council Officers will need to begin the procurement process as
early as possible to create the maximum lead-in time for the project.

4.145 Environmental
•

Risk: The complex would have a poor urban design outcome should the green
space remain undeveloped.

•

Consequence: The green space is poorly used by the complex residents.

•

Mitigation: The green space could be activated through minor amenities such
as garden and outdoor furniture.
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Risk Assessment
4.146 Option 4 has 6 risks that have been identified over a broad range of risks categories.
4.147 Council Officers consider the mitigation actions, if any, are mostly ineffective in
addressing these risks. The overall residual risk rating for Option 4 is considered as
‘low’ despite this.
4.148 The difference with Option 4 is it has very little benefits other than a financial saving
from the draft LTP.
4.149 Factoring in the lack of benefits, even with a low risk rating, this is considered an
overall poor option.
Financial
4.150 Option 4 has a very limited financial impact.
4.151 Existing Stage 2 budgets will be used to tidy up and restore the green space.
4.152 The entire $5,000,000 placeholder budget in the draft 2021-31 LTP can be removed
in this option.
Alignment to Council’s Strategies and Plans
4.153 Options 1, 2 and 3 are not only increasing the number of social housing units but are
also providing a good housing outcome for the development, they are all considered
consistent with the following Plans:
•

Social Housing Plan;

•

Housing and Future Development Plan;

•

Safe Community Plan; and

•

Urban Design Plan.

4.154 Option 4 is considered the least aligned as the undeveloped space is not really
contributing to improving the overall standard of the complex as much as the other
options.
4.155 An overview of how Options 1, 2 and 3 contribute to Council’s plans is below.
4.156 Social Housing Plan
•

Ensure we have a healthy community where everyone has access to healthy,
safe and affordable housing and neighbourhoods;
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•

The Council provides warm, safe, and affordable housing for people on low
incomes who are Super annuitants, have long term disabilities, or experience
barriers to renting in the private market;

•

Housing is provided in a financially sustainable way and meets the needs of
tenants;

•

Housing is provided through the most effective delivery mechanism and the
amount of housing provided is increased over time; and

•

The Council also advocates for and supports measures to improve the overall
standard of rental housing in Palmerston North.

4.157 Housing and Future Development Plan
•

Developers deliver new forms of housing in brownfield developments; and

•

Improving the quality of rental stock and supply.

4.158 Safe Community Plan
•

CPTED principles are applied to the design of all public spaces.

4.159 Urban Design Plan
•

Increased knowledge of the principles and value of good urban design;

•

The principles of good urban design are elevated to be an intrinsic and
effective part of everyday city-making and co-creation;

•

Council Officers across the organisation operate in a multi-disciplinary
capacity on a range of key projects; and

•

Palmerston North city-making environment encourages innovative design
and development.

4.160 Like with Stages 1 and 2 of the development, Council can take a lead in best practice
housing complex design outcomes – the development can promote and support
safer spaces including streets and parks, internal accessways and shared spaces.
5.

CONCLUSION
Benefits Comparison

5.1

Options 1, 2 and 3 can be considered to provide several positive outcomes such as
providing additional housing and enhanced community outcomes within the
complex.

5.2

Option 4 creates a relatively poor outcome by comparison to 1, 2 and 3.
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Risk Comparison
5.3

When analysing the 4 options, all 4 options have several risks identified. Options 1
and 2 are considered to have an overall low residual risk rating once the mitigation
actions have been put in place.

5.4

Option 3 is considered to have the highest risk overall primarily due to the age and
poor condition of the neighbouring sports pavilion.
Financial Comparison

5.5

All 4 options considerably reduce the placeholder capital new budget in the draft
LTP; however, Option 3 requires an additional capital renewal budget to be entered
in the LTP for the renovation cost of the pavilion and an increase to the operational
maintenance budget.

5.6

As Option 4 is essentially a ‘do-nothing’ approach, this has the biggest financial
reduction as the entire placeholder budget can be removed.

6.

RECOMMENDATIONS

6.1

Council Officers recommend that Council considers the report above and proceeds
with and amends the associated current budget provision of $5,000,000 incl. GST in
Programme 1743 in the 2021-31 LTP to either Option 2 or Option 3.

6.2

The effect of these budgets and the supporting justification is detailed below.
Option 2 – Build 7 Additional Units and a Tenant Lounge within the complex

6.3

The capital new budget is reduced to $3,688,965 incl. GST with a financial year split
of $2,000,000 incl. GST in 2021/22 (Year 1) and $1,688,965 incl. GST (plus inflation)
in 2022/23 (Year 2).

6.4

The supporting justification for this option is:
•

Option 2 provides the best urban design layout and provides several positive
layout elements;

•

Option 2 helps to meet some of the social housing demand whilst balancing
the existing tenants’ social needs through a communal tenant lounge;

•

By building a new tenant lounge within the complex this also lessens the risk
of unforeseen maintenance and development works being found. This risk is
significantly higher if the adjacent pavilion was to be developed;

•

Option 2 is the cheapest option and can utilise the existing placeholder
budget in the 2021-31 LTP; and
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•

Overall Option 2 is considered to provide the best balance between the
benefits and risks – the risks all have effective mitigation actions and the
option also provides the most benefits.

ITEM 10

Option 3 – Build 10 Additional Units within the complex and convert the adjacent
Papaioea Park Pavilion to include a Tenant Lounge
6.5

The capital new budget is reduced to $3,843,070 incl. GST with a financial year split
of $2,000,000 incl. GST in 2021/22 (Year 1) and $1,843,070 incl. GST (plus inflation)
in 2022/23 (Year 2).

6.6

The creation of an additional capital renewal budget of $609,500 incl. GST in
2021/22 (Year 1) is required.

6.7

An increase in the social housing maintenance budget of $17,250 incl. GST per
annum from Year 2 onwards is required.

6.8

The supporting justification for this option is:
•

Option 3 provides the second-best urban design layout and provides several
positive layout elements;

•

Option 3 maximises the number of units built to help meet some of the social
housing demand whilst also balances the existing tenants’ social needs
through a nearby communal tenant lounge;

•

The refurbishment of the Papaioea Pavilion improves an existing building that
is in poor condition and will create a solution which caters for both the
recreational users of the Park and the tenants of Papaioea Place;

•

Despite the risk of unforeseen works being considerably higher given the
condition and age of the adjacent pavilion, this may still be considered
acceptable by Council; and

•

Overall Option 3 can be considered to provide the ‘best of both worlds’.

7.

NEXT ACTIONS

7.1

Continue to refine detailed designs and plans for the preferred option.

7.2

Submit designs and plans for the Life Mark Assessment Review.

7.3

Submit and obtain Building Consent in September 2021.

7.4

Construction phase of Stage 3 to begin in October 2021.
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8.

OUTLINE OF COMMUNITY ENGAGEMENT PROCESS

8.1

No specific public consultation has been undertaken in relation to proceeding with
Stage 3 of the Papaioea Place Redevelopment, however, the programme is included
within the 2021-31 LTP which is being consulted on at the time of writing this report.

8.2

A tenant survey was carried out in early December 2020 with the existing Papaioea
Place residents to help support future Stage 3 decision-making.

8.3

This survey focused on exploring the demand and usage of a potential tenant lounge
should one be created.

COMPLIANCE AND ADMINISTRATION
Does the Committee have delegated authority to decide?

No

Are the decisions significant?

No

If they are significant do, they affect land or a body of water?

No

Can this decision only be made through a 10 Year Plan?

Yes

Does this decision require consultation through the Special Consultative
procedure?

No

Is there funding in the current Annual Plan for these actions?

No

Are the recommendations inconsistent with any of Council’s policies or plans?

No

The recommendations contribute to Goal 3: A Connected and Safe Community
The recommendations contribute to the outcomes of the Connected Community Strategy
The recommendations contribute to the achievement of action/actions in the Housing and
Future Development Plan
The action is: Upgrade the Papaioea housing complex
Contribution to
strategic direction
and to social,
economic,
environmental and
cultural well-being

Proceeding with the Papaioea Place – Stage 3 project will:
•

Be consistent with the Safe and Connected Communities
Strategy and will help give effect to the Social Housing,
Housing and Future Development, Safe Community, and the
Urban Design Plans;

•

Help meet some of the consistently increasing demand for
social housing with the city; and

•

Stage 3 will help complete the development rather than
leaving an undeveloped green space in the centre of the
development.
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Nil
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REPORT
TO:

Finance & Audit Committee

MEETING DATE:

24 March 2021

TITLE:

Fees and Charges Review

PRESENTED BY:

Steve Paterson, Strategy Manager - Finance

APPROVED BY:

Stuart McKinnon, Chief Financial Officer

RECOMMENDATION(S) TO COUNCIL
1. That the report titled ‘Fees and Charges Review’, presented to the Finance & Audit
Committee on 24 March 2021, be received, and that the current status of fees and
charges be noted.
Trade Waste
2. That the proposal to adopt updated fees and charges for Trade Waste services
effective from 1 July 2021 as attached in Appendix 2, be approved for public
consultation and the Chief Executive be authorised to undertake the necessary
consultative process under sections 82 and 150 of the Local Government Act 2002.
Planning & Miscellaneous
3. That the Statement of Proposal (and the associated summary) to adopt updated fees
and charges for Planning Services and Miscellaneous Services effective from 1 July
2021 as attached in Appendix 3, be approved for public consultation and the Chief
Executive be authorised to undertake the necessary consultative process under
sections 83 and 150 of the Local Government Act 2002.
Building
4. That the fees and charges for Building Services, as proposed in Appendix 4 be adopted
and following public notification take effect from 1 July 2021.
Environmental Health
5. That the fees and charges for Environmental Health Services (in terms of regulation 7
of the Health (Registration of Premises) Regulations 1966) as proposed in Appendix 5,
be adopted and following public notification, take effect from 1 July 2021.
Animal Control
6. That the fees and charges for the Impounding of Animals (in terms of section 14 of the
Impounding Act 1955) and for Dog Registration and Dog Impounding (in terms of
sections 37 and 68 of the Dog Control Act 1996) as proposed in Appendix 6 be
adopted, and following public notification, take effect from 1 July 2021.
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Burial & Cremation
7. That the fees and charges for Burial and Cremation, as proposed in Appendix 7 be
adopted and following public notification, take effect from 1 July 2021.
Service Connections
8. That the fees and charges for Service Connections, as proposed in Appendix 8 be
adopted and take effect from 1 July 2021.
Waste Management
9. That the fees and charges for Waste Management as proposed in Appendix 9,
including an increase in the maximum retail price for rubbish bags, increases in
charges for the Ashhurst Transfer Station and a new charge for recycling of tyres, be
adopted and take effect from 1 July 2021.
Sportsfields
10. That the fees and charges for Sportsfields as proposed in Appendix 10 be adopted and
take effect from 1 July 2021.
Backflow Prevention
11. That the fees and charges for Backflow Prevention testing and maintenance as
proposed in Appendix 11 be adopted and take effect from 1 July 2021.
Corridor Access Request
12. That the fees and charges for Corridor Access Requests as proposed in Appendix 12 be
adopted and take effect from 1 July 2021.
Parking
13. That the fees and charges for Parking as proposed in Appendix 13 be adopted and take
effect from 1 July 2021 subject in the case of the increase to the Gold card permit fee
to any public consultative process that is required under section 82 of the Local
Government Act 2002.
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SUMMARY OF OPTIONS ANALYSIS FOR
Problem or
Opportunity

Fees and charges need to be reviewed annually to ensure they
adequately meet Revenue & Financing policy, budgetary and other
objectives

OPTION 1:

Approve fee increases as proposed

Community Views

Each of different types of fees requires a different process for
community engagement. Where this is legislatively controlled it is
identified in the report

Benefits

More likely to comply with funding proportions contained in Revenue
& Financing Policy

Risks

Public criticism of increases
Increased charges for some activities may discourage compliance or
reduce volumes

Financial

Budgeted revenue targets more likely to be achieved

OPTION 2:

Approve fee amendments for some of those proposed at greater or
lesser levels

Community Views

As above

Benefits

Lower fees than recommended likely to mean policy targets will not
be achieved
Higher fees than recommended in some instances will increase
likelihood of policy user fee target being achieved

Risks

Higher fees than recommended may increase the risk of public
criticism

Financial

If lower increases are approved for some fees likely that budgeted
revenue will not be achievable

OPTION 3:

Do not approve any fee increases

Community Views

As above

Benefits

Lower fees than recommended likely to mean policy targets will not
be achieved

Risks

When increases eventually are made (to reduce the pressure on rates
increases) the extent of the increase required will be publicly and
politically unacceptable

Financial

If no increases are approved likely that budgeted revenue will not be
achievable
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RATIONALE FOR THE RECOMMENDATIONS
1.

OVERVIEW OF THE PROBLEM OR OPPORTUNITY

1.1

The purpose of this report is to provide an overview of the current status of fees and
charges made by the Council and to recommend the adoption of updated fees for
some of them.

1.2

It is important that fees and charges be regularly reviewed. There are a variety of
reasons for this including:
•
•
•
•

Compliance with legislative requirements – many fees and charges made by
the Council are governed by specific legislation
Consistency with Council’s Revenue and Financing policy – for each activity
the Council has adopted targets for the funding mix i.e. the proportion of
costs to be funded from fees and charges
Transparency – in some instances it is important to be able to demonstrate
that the charge being made represents a fair and reasonable recovery of the
costs of providing a particular service
Market comparability – for some services the Council operates in a
contestable market and it is important that fees and charges are responsive
to market changes.

1.3

However, as a review process is sometimes very time-consuming the depth of the
review for each type of fee or charge may vary depending on the circumstances.

1.4

Attached as Appendix 1 is a schedule listing, in broad terms, the various types of fees
and charges made by the Council. The schedule is ordered by activity (consistent
with the proposed 10 Year Plan 2021-31) and within that by function (consistent
with the Revenue & Financing Policy). Comments are made within the schedule
outlining the reasons for there being no change recommended to a particular fee or
charge. In cases where changes are recommended more detail is provided in the
appendices.

2.

BACKGROUND AND PREVIOUS COUNCIL DECISIONS

2.1

Council has previously indicated that as a matter of policy it wishes all fee and charge
revisions to be encapsulated in a single report to this Committee early each year.

2.2

Council’s current Revenue & Financing Policy (10 Year Plan 2018-28 pages 211-231)
describes how the Council goes about deciding who should pay for the provision of
each activity and in what proportions. The policy should be the foundation for
decisions about the levels of fees and charges. An updated policy is to be consulted
on in conjunction with the adoption of the 10 Year Plan 2021-31. No material
changes are made in the updated policy.
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2.3

For some activities (such as swimming pools) only a portion of the operating costs is
borne by the Council and none of the revenue is received directly by the Council.
The Council does have the right under the agreement with CLM to set the maximum
fees charged for the services. The Revenue & Financing Policy addresses only that
portion of the net operating costs funded by the Council and therefore makes no
reference to user charges for swimming pools.

2.4

In some of the activities shown above it is not practical to charge users through a
separate charge specifically related to use. An example of this is water where large
consumers are metered but the majority of users are charged through the rating
system by way of a fixed targeted rate as the best proxy for direct user charge.

2.5

In some activities a combination of charging mechanisms is used. Rubbish &
recycling is an example. Users are responsible for their own rubbish disposal. The
Council does provide a collection and disposal service which is funded from the sale
of rubbish bags. Recycling activity is funded from the sale of recyclables and the
balance through the rating system by way of fixed targeted rates.

3.

DESCRIPTION OF OPTIONS

3.1

With a few exceptions (e.g. cemetery/crematorium, animal control), draft revenue
budgets for 2021/22 have been set at levels which aim to meet the Revenue &
Financing Policy proportion targets. Achieving these revenue levels is dependent not
only on the level of fee or charge set but also the actual volumes of activity by
comparison with budget assumptions. On occasions changes are made to the way
indirect costs are allocated to activities and this impacts on whether budgeted
revenue meets the policy targets. In such situations it is appropriate to accept the
policy may not be met but that it will be reviewed at the three yearly intervals.

3.2

The timing of this review is scheduled to fit into the annual planning timetable in a
way which ensures appropriate revenue assumptions are made in the proposed 10
Year or Annual Plans and changes to fees and charges can be implemented as soon
as practicable.

3.3

Much of this report is focused on providing an overview of Council’s fees and
charges. However the report does include specific proposals for change for a
number of fees and charges as explained in more detail in the following appendices:
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Appendix
2

Trade Waste

Proposal for public
consultation

3

Planning & Miscellaneous

Proposal for public
consultation

4

Building

Proposed increases

5

Environmental Health

Proposed increases

6

Animal Control

Proposed increases

7

Burial & Cremation

Proposed increases

8

Service Connections

Proposed increases

9

Waste Management

Proposed increases/changes

10

Sportsfields

Proposed increases

11

Backflow Prevention

Proposed new charges

12

Corridor Access Requests

Proposed new charges

13

Parking

Proposed increases/changes

4.

ANALYSIS OF OPTIONS

4.1

Analysis of the options for each of the fee types for individual activities is contained
in the appendices.

5.

CONCLUSION

5.1

A broad review of fees and charges has been undertaken. Revenue from these is an
important part of the funding mix. There are two elements to achieving revenue
budgets. The first is the actual level of the fee or charge. The second is the volume
of sales or use. A change to the level of fee or charge can influence demand.
Achieving revenue targets is sometimes more about volumes than the level of the
charge. There is a fine balance between the two. This report recommends increases
in charges for a number of services and many of these are reflective of revenue
assumptions made in the proposed 10 Year Plan 2021-31.
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6.

NEXT ACTIONS

6.1

There is a series of procedural steps to be followed to enable some of the revised
fees and charges to be implemented. In some cases (as specifically identified in the
recommendations) this involves a period of public consultation and a report back to
the Council for final confirmation (taking into account any public submissions).

7.

OUTLINE OF COMMUNITY ENGAGEMENT PROCESS

7.1

The Revenue & Financing Policy incorporates the Council’s current views on what
portion of each activity should be directly funded from users. This policy forms part
of the 10 Year Plan which was the subject of public consultation in 2018. An updated
Policy is being consulted on in conjunction with the 2021-31 10 Year Plan – it
contains no material changes to the funding arrangements for activities.

7.2

There are varying types of public consultation required to enable changes to be
made to fees and charges. For some the special consultative process or a process
consistent with the principles of section 82 of the Local Government Act is to be
used. More detail about each is provided in the detailed appendices.

COMPLIANCE AND ADMINISTRATION
Does the Committee have delegated authority to decide?

No

Are the decisions significant?

No

If they are significant do they affect land or a body of water?

No

Can this decision only be made through a 10 Year Plan?

No

Does this decision require consultation through the Special Consultative Yes
procedure?
Is there funding in the current Annual Plan for these actions?

Yes

Are the recommendations inconsistent with any of Council’s policies or No
plans?
The recommendations contribute to Goal 5: A Driven and Enabling Council
The recommendations contribute to the outcomes of the Driven and Enabling Council
Strategy
The recommendations contribute to the achievement of action/actions in Not Applicable
Contribution
to
strategic direction
and to social,
economic,
environmental
and cultural well-

The process for setting fees and charges depends on the nature of the
activity and the particular requirements of the relevant bylaw,
legislation or Council policy.
The recommendations take account of Council’s Revenue & Financing
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being

Policy that in turn reflects Council’s strategic direction.

ATTACHMENTS
1.

Fees and Charges - Appendices 1-13 ⇩
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COMMITTEE WORK SCHEDULE
TO:

Finance & Audit Committee

MEETING DATE:

24 March 2021

TITLE:

Committee Work Schedule

RECOMMENDATION(S) TO FINANCE & AUDIT COMMITTEE
1. That the Finance & Audit Committee receive its Work Schedule dated March 2021.

ATTACHMENTS
1.

Committee Work Schedule_March 2021 ⇩
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