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SUBJECT: LOCAL COMPETITION POLICY

1. BACKGROUND

Bay Venues operates Tauranga’s key recreational and event facilities on behalf of the city. It has been
purposely established as a Council Controlled Organisation (CCO) to enable it to operate commercially to
help offset the cost of providing community facilities to residents. For funding purposes, the business has
been separated into ‘Funded’ community services and ‘Non-Funded’ commercial business operations.

Bay Venues operates a number of commercial activities that support the delivery of the core functions of
Bay Venues — namely hosting community activities and events. This is a key reason for Bay Venues being

established as a CCO. It is also acknowledged that many of the commercially oriented business units also

deliver significant benefit to the community, e.g. Mount Hot Pools and Healthy School Lunches.

In some cases, Bay Venues competes commercially with local businesses. There have been complaints to
Council from a small number of local businesspeople arguing that Bay Venues should not be allowed to
compete with them as the Bay Venues operation is subsidised by ratepayers, putting Bay Venues at a
competitive advantage. Bay Venues has always been clear that Council operational funding is only applied
to community-based activities and that it may compete with local businesses on a limited basis.

It is common for CCO’s across the country to be challenged with these types of concerns from local
business owners. Tauranga City Council (TCC) has asked that Bay Venues develop a policy to respond to
these concerns and provide clarity on areas where it may compete with local businesses.

2. CCO LOCAL COMPETITION

PWC have confirmed that it is common for CCO’s to directly undertake activities that compete with the
private sector and that there is no reason why Bay Venues cannot compete with the private sector.

However, they further note that there are always local considerations. In this regard, a CCO’s 'risk' is that
the local businesses perceive (even if it is not reality) that the Council ownership provides an unfair
competitive advantage. In Bay Venues case, this proposition could be pointed to Council’s annual grant
to Bay Venues, despite these funds being allocated to the ‘Funded’ Bay Venues activities that are not
commercial, or at least are only partially commercial.

PWC recommends ensuring that information in the public domain supports a position that Council is not
subsidising the activities that are considered commercial and ensure that there is clear narrative about
Bay Venues role and demonstrate that any subsidies are to support the non-commercial activities Bay
Venues has been tasked with running. While potentially useful, benchmarking to other CCOs is unlikely to
convince those challenging a CCO’s activities.

Within the events and recreation sector there are mixed models of service delivery, but it is common for
Council’s and/or their CCO’s to operate commercial business activities in-house. Examples include Venues
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Otautahi in Christchurch operating their own catering and cleaning services, while the venue operations
in Hamilton and New Plymouth have audio-visual (AV) services run in-house. Many Council swimming
pool operations offer gyms that are run as part of the aquatic operation.

Services are provided in-house by public venues for many reasons:

= To help enable the attraction and delivery of events

= To ensure a quality service offering

= To ensure effective coordination within the venue

= To provide control and/or assurance regarding health and safety

= To provide services that meet the needs of the venue and activities that happen within it

= So that profits from the commercial business activities are used to offset the cost of operating
the venue

= To ensure appropriate expertise is retained
= Specialist plant and equipment is required to be maintained within the venue

In many cases there are limited suppliers with the capability and capacity to service the needs of public
venues. For example, catering for a 1,000 person seated dinner is something that few local caterers have
the capability to deliver.

Bay Venues operates a range of commercial activities for the reasons noted above. There are additional
community benefits that accrue from time to time by operating these services in-house. E.g., the Bay
Catering operation has expanded to provide the Healthy School Lunches programme to local schools
while Bay Swim provides an important community service in teaching children to swim (albeit this is a
paid service).

3. COMMERCIAL PRINCIPLES

In no circumstances will Bay Venues use operating subsidies from TCC for ‘Funded’ community activity to
fund ‘Non-Funded’ commercial activity. Bay Venues will report transparently around TCC funding to
clearly show that this funding is used to support community-based outcomes.

Bay Venues acknowledges the potential concerns from the local business community and will only
compete directly with local businesses on the following basis:

1. Bay Venues will only compete directly with local businesses where it is aligned with its core
purpose of providing public venues. This may include offering associated products and services at
the venues on an exclusive basis.

2. Bay Venues may choose to operate its own in-house services (such as catering, AV, cleaning etc.)
should it not contract these out.
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3. Bay Venues will not direct significant resource into developing business activities outside of its
core purpose of providing public venues.

4. Where services are provided as a core part of the Bay Venues operation (as per points 2 and 3
above) that do compete directly with local businesses then these services will be provided on
standard industry market pricing and conditions. Bay Venues will compete with local businesses
primarily on capability and service and not on price. Where appropriate an annual review of
pricing will be undertaken to ensure comparability with the local market.

5. Notwithstanding points 2-5 above, Bay Venues may provide any products and services to:
a. strategic partners such as TCC, commercial partners and key clients;

b. customers where no other local service provider is able to offer the service either at all, offer
it cost effectively or deliver the service to an acceptable market standard;

c. and, customers in markets where no local business operates.

6. Bay Venues may continue to provide any existing product and/or service in the event of a new
local competitor entering the market.

4. ADDRESSING CONCERNS

Any complaints or feedback regarding Bay Venues competitive behaviour will be referred to the CEO of
Bay Venues in the first instance. A formal response will be provided within 10 business days and the Bay
Venues Board Chair and the CCO Partnerships Manager at TCC will be kept informed regarding all
complaints. Bay Venues will keep a log of feedback on competition that will be reviewed on an annual
basis to identify any areas for improvement.

5. APPROACH BY BUSINESS ACTIVITY

Below are current examples of potential areas of local market competition and Bay Venues approach to
these:

Estimate of Lost Revenue if

Business Activity Approach Withdrawing from the Local
Market

Venue Hire Operate Bay Venues facilities as event facilities for High
hire. Balance community and commercial use to
maximise outcomes.

Commercial Leases Only within Bay Venues owned buildings. Low
Bay AV Focus on activity within Bay Venues Facilities. Medium
Bay Catering Focus on activity within Bay Venues Facilities. High
Healthy School Kai Service from Bay Venues facilities. Focus on High

Tauranga schools. Support schools to move to
community provision if they choose.

CLUBfit Gyms only offered within Bay Venues facilities. High
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Swim Schools
Indoor Sports Leagues
Massage Services

BayStation

Focus on activity within Bay Venues Facilities.

Focus on activity within Bay Venues Facilities.

Gyms only offered within Bay Venues facilities.

Focus on entertainment services within Bay Venues

facilities.

Medium
Low
Low

Low

DOCUMENT INFORMATION — Any document in hard copy is no longer controlled

Issue date: 22 February 2022
Version Approval Date: 22 February 2022
Version: 01

Revision Date: 02

Approved by: CEO




