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11 BUSINESS

1.1 Update to Funding and Financing for Te Manawataki o Te Papa

File Number: A18776317

Author: Susan Braid, Finance Lead Capital Performance and Community
Investment
Helen Andrews, Financial Analyst

Authoriser: Kathryn Sharplin, Acting COFO - Finance & Digital

PURPOSE OF THE REPORT

1. This report provides an update of funding and financing for Te Manawataki o Te Papa
(TMoTP) capital expenditure and the implications of options for funding on the 2026/27
Annual Plan.

RECOMMENDATIONS
That the Council:
(@) Receives the report "Update to Funding and Financing for Te Manawataki o Te Papa".

(b)  With respect to Te Manawataki o Te Papa funding arrangements for the 2026/27
Annual Plan and noting the rates implications of these funding choices:

(i)  Confirms that the priority use of asset realisation net proceeds is to offset new
debt, and what would otherwise be rates-funded interest, associated with Te
Manawataki o Te Papa, noting that the proposed asset realisation for 2026/27 is
not yet included in the December draft annual plan and if included would reduce
rates requirement by $0.5m.

(i)  Confirms that surpluses from the Parking Management activity that relate to city
centre parking, will be applied to cover a portion of debt funding of $22m to offset
rates-funded interest associated with Te Manawataki o Te Papa, noting this is not
yet included in the December draft annual plan.

(iii)  Agrees that a prudent assessment of future parking surpluses from the city centre
may be closer to $1m/annum once Te Manawataki o Te Papa and other city
centre investment is fully activated and that the interest could be capitalised
during 2026/27 until that activation is fully underway in 2027/28. The rates impact
of capitalising this interest would be a reduction of $0.9m in rates requirement in
2026/27 from the December draft annual plan.

(iv) Confirms that revenue from the Airport activity should be used to fund Te
Manawataki o Te Papa development to the extent of the assessed visitor benefit,
as is currently included in the December draft annual plan covering debt of $13m.
The rates impact of this funding is $0.65m per annum.

(c) Notes philanthropic funding assumptions are very low in the currently assumed project
funding.

(d) Agrees that proposals to actively seek philanthropic funding support should be
prepared for Council consideration in early 2026.

(e) Notes that contingency budgets of $30.1m remain across the Te Manawataki o Te
Papa programme from 2025/26 to 2029/30 some of which may be released in later
years (Attachment 1).

() Notes that in addition to the $306m Te Manawataki o Te Papa budgets there is an
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additional $950m of expenditure through till 2033/34 currently proposed to be spent in
the city centre and wider Te Papa area (Attachment 2).

EXECUTIVE SUMMARY

2.

10.

TMoTP is a major city centre capital investment programme originally approved in May 2022
at $303 million, with the ratepayer-funded portion capped at $151.5 million.

Subsequent changes in government policy, external funding availability, and programme
scope have resulted in changes to the funding proposed that now relies on a mix of rate
funded loans, an asset realisation programme for the rest of council that partially offsets the
new borrowing for TMoTP, and the use of surpluses achieved through city centre parking
and airport operations.

This report seeks Council confirmation of the funding for TMOTP for the 2026/27 Annual
Plan, noting the impact on rates requirement in the 2026/27 Annual Plan of the options
presented in this paper.

Airport revenue funding to cover $13m of the debt for TMoTP is included in the December
draft annual plan. This funding approach reduces rates funded interest by $650k.

Funding from parking Activity surplus is not currently included in the December draft annual
plan, but if confirmed by Council to be applied in 2026/27 this would reduce rates
requirement by $0.9m.

Asset realisation for 2026/27 has not been formally resolved by Council. If approved the
reduction of debt through asset realisation could reduce rates requirement by $0.5m in
2026/27.

The expected grant funding from the original TMoTP funding proposal has been significantly
reduced. In this report Council is asked to consider whether it would like to consider options
to focus on grant and philanthropic support for TMoTP.

The TMOTP budget has $30.1m of as yet unspent contingency some of which may be
released over time as projects are completed. Information on estimated timeframes are
included in an attachment to this report.

The total cost and projects that make up TMoTP and the wider city centre revitalisation are
outlined in an attachment to this report.

BACKGROUND

11.

12.

13.

In May 2022, after a public consultation process, Council approved an amendment to the
2021-31 Long-term Plan (LTPA) to include the TMoTP programme of $303m. At that time,
the ratepayer-funded portion of the total project costs were formally capped at $151.5 million,
with the balance to be funded from external grant funding/sponsorship and development
contributions.

2021-31 LTPA external grant funding assumptions of $108m across Central Government,
founding/corporate partnerships, philanthropy, and trusts were based on advice from an
external consultant and reflected the funding environment at that time. A further $33.2m of an
estimated total $48.4m “Better Off” funding was expected from Central Government
connected to now-repealed Three Waters reform programme to support TMoTP.

In July 2023, a Council decision was made to increase TMoTP to a capital investment
programme of $306.4m to include sustainability enhancements and cultural design
integration. The ratepayer-funded debt portion was still capped at $151.5m, with the balance
of $154.9m to come from non-rates funded sources.
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14. In May 2024, Council considered a further report on TMoTP funding, including an
Infrastructure Funding and Financing (IFF) proposal to fund the ratepayer debt funded
portion ($151.5m) off balance sheet. Subject to Ministerial approval of the Levy Proposal,
Council confirmed that the IFF levy would commence on 1 July 2025.

15. Significant changes to the external grant funding environment became apparent as a result
of weather events (Central Government funding was diverted to recovery efforts following
Cyclone Gabrielle and Auckland Anniversary Weekend floods), a change of government with
a policy shift away from ‘wellbeing’ and a focus on core infrastructure, and a move away from
water reform “Better Off” funding approach to Local Water Done Well.

16. The funding stack for the 2024-34 Long-term Plan was updated to reflect lesser external
grant funding/sponsorship and introduced asset realisation proceeds (gross proceeds) and
activity-based revenues and surpluses from Airport and Parking Management to cover the
non-ratepayer debt funded portion of the capital investment.

17. In August 2024, Council also opted against the IFF for the ratepayer debt-funded portion in
favour of borrowing through traditional debt financing through the Local Government Funding
Agency (LGFA) at more competitive interest rates.

18. In December 2024 Council received a report on Civic Whare Exhibition and Museum Project
Update and Next Steps report. That report included an attachment which provided a risk
weighted summary of the funding sources for the project as at November 2024.

Nov 2024 Adopted

Risk 2026

Weighted Annual

Funding Source ($m) Plan ($m)
Waters Reform "Better Off" Funding) 12.1 121
Other Government Grants 13.0 13.0
TECT Partnership 21.0 21.0
Local & Community Grants incl philanthropy sponsorship 4.5 10.8
Growth Funding (Development Contributions) 0.7 14.8
Total External Funding 51.3 71.6
Airport Activity Funding 13.0 13.0
Total Confirmed Funding sources 64.3 84.6
Asset Realisation Reserve 57.1 24.5
Parking Activity Funding 46.0 46.0
Total Other Funding TBC 103.1 155.1
Rates-Funded Debt 151.5 151.5
Total Funding Available 318.9 306.6
Total Approved Budget for Programme of Works 306.4 306.4

19. Attachment 3 provides a summary of changes between the funding stack assumed in the
2021-31 LTPA, the 2024-34 LTP, and the 2026 Annual Plan.

DISCUSSION

20. TMoTP along with the wider city centre revitalisation aims to provide the city with an

enhanced centre that benefits the community, the commercial sector and tourism initiatives.
Recognising all the potential beneficiaries of this work, Commissioners and subsequently
Council have supported a variety of sources of funding for the developments, in addition to
ratepayer borrowing.
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21.

22.

23.

24.

25.

26.

27.

The preceding background outlines the evolution of the TMoTP funding approach,
highlighting changes in external funding availability, programme scope, and financing
strategies since its initial inclusion in the 2021-31 LTPA. Initially the Commissioners
proposed a very specific 50% non-ratepayer funded portion of the development, with the
initial emphasis on external grants and subsidies and philanthropic contributions.

With the reduction in grants, the funding stack in the 2024-34 Long-term Plan evolved to use
revenues and surpluses from airport and parking operations and sale of assets.

The use of parking and airport revenues and sale of assets (asset realisation) were budgeted
through the use of activity reserves. This approach showed the amount of debt to be funded
through revenue over time which was a way to maintain a record of project funding and
commitment to fund over time. However, while reserves provide transparency of transactions
over time they do require explanation.

In the case of asset realisation, the reserve is a record of assets sold and their net value after
debt retirement. The saving to the ratepayer is from lower debt after the sale of these
assets. TMoTP project funding does not need to be specifically tied in through the asset
realisation reserve if this method of accounting is regarded as too complex. However, the
reserve remains a record of asset realisation proceeds (balance sheet management) and the
use that has been made of the sales proceeds rather than them being absorbed within
activity operations.

This report seeks Council direction on the funding package for the project, reflecting updated
assessment of funding sources, and Council decisions, noting the effect of options on the
2026/27 rates requirement.

The following option analysis considers the amount of funding and its impact on rates
requirement noting that other funding sources replace ratepayer funded debt. Alternative
sources approved by Commissioners for TMOTP projects include revenue from Airport and
Parking activities and offsetting new debt through asset realisation.

As written this report does not consider retrospective funding decisions to amend funding
and rates requirement in the current year. Any decisions would come into effect from
2026/27 and beyond.

OPTIONS ANALYSIS

Asset Realisation

28.

29.

30.

31.

32.

The 2024-34 LTP, assumed gross proceeds from asset sales would be available to support
TMoTP capital investment up to $61.4m This amount was only a portion of the gross value of
assets available to sell under the schedule of assets proposed to be realised.

In December 2024, Council made the decision to change asset realisation proceeds to net
proceeds only (less any debt repayment, transaction costs or other associated liabilities) to
avoid stranded debt in activities.

The current asset divestment schedule estimates $56.6m net proceeds is the total amount
available through to 2029. The full schedule was approved by the Commission but has not
to date been confirmed by Council.

The 2026 Annual Plan budget includes some asset realisation reserve funding. However to
date while some land sales have been agreed the schedule of asset realisation has not been
achieved. In this case, interest budgeted to be covered by asset realisation can be
capitalised in the reserve until funds are received.

Two options have been identified for Council consideration with respect to this funding
source for the 2026/27 Annual Plan.
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Option 1 (Recommended) — Priority use of asset realisation net proceeds to offset new debt
and what would otherwise be rates-funded interest associated with TMoTP.

Key Advantages

Key Disadvantages

Consistent with approach adopted as part of the
2024-34 Long-term Plan which provides clarity
over time of the offset of ratepayer funded debt
from asset realisation

Budgeting via asset realisation reserve is complex
due to uncertainty of timing and Council decisions
regarding asset realisation. The uncertainty of
timing of asset realisation creates risk around the
level of capitalised interest that is recorded in the
reserve as asset sales are delayed.

Asset realisation net proceeds offset ratepayer-
funded interest on new debt for TMoTP
development.

There is currently no rates reduction assumed for
asset realisation in the draft annual plan as at
December but the inclusion of an asset
realisation schedule will have an overall reduction
in rates requirement to cover interest costs of up
to $0.5m.

The amount of capitalised interest will reduce the
amount of asset realisation available to offset new
borrowing.

Option 2 (Not Recommended) — Discontinuation of asset realisation net proceeds to offset
new debt and rates-funded interest associated with TMoTP investment.

Key Advantages

Key Disadvantages

Simplifies annual budgeting to recognise
retirement of debt to offset new debt from TMOTP
only as sales occur.

Increased burden on ratepayers in the early years
to fund interest on debt associated with TMoTP
particularly when sales are not realised as initially
planned.

More transparent around cost to ratepayers if
asset sales do not proceed as interest is not
capitalised but charged directly against rates until
the assets are sold.

There has currently been no rates reduction
arising from asset realisation in 2026/27 but the
rates saving overall would still apply under this
option as most of the property is held within rates
funded activities.

Parking Management Activity Funding

33.

34.

35.

The sale of the Spring Street and Elizabeth Street carpark buildings was consulted on as part
of the 2024-34 LTP. Community feedback opposing divestment of these assets noted the
value of these assets would improve over time as the city centre was enhanced.

Financial analysis at the time showed Council’s borrowing rate (5.25%, forecast to reduce)
was more favourable than selling the buildings at market yield (6.25-6.75%), making
retention financially prudent. The model indicated improved parking surpluses from 2025
onward. This analysis supported non-ratepayer funded debt to support TMoTP as an

alternative to divestment.

A KPMG review confirmed the assumptions of the financial analysis.

ltem 11.1
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36.

37.

38.

39.

40.

41.

On 4 March 2024, Council decided to retain the buildings and utilise projected cash
surpluses from the Parking Management activity to fund interest and principal repayments.
The level of intended funding was to support borrowing up to $46m for TMoTP capital

investment in the 2024-34 LTP.

The decision to retain the carpark building assets reflected responsible stewardship and
strategic importance of carparks as the city centre grows with TMoTP. Retention of the
buildings potentially enabled long-term operational control and better financial outcomes for

Council.

The 2026 Annual Plan assumed the Parking Management activity would fund $46m of the
capital investment through a reserve account. Interest costs would be capitalised against the
reserve and the debt would be retired using all available projected surpluses from FY28

(once TMoTP is largely complete).

Three options have been identified for Council consideration with respect to this funding

source for the 2027 Annual Plan.

Option 1 (Recommended) — Surpluses from Parking Management activity that arise from
TMoTP and other city centre activations should be applied to offset rates-funded interest
costs associated with a portion of TMOTP new debt. Current modelling suggests an interest
offset of circa $1m per annum through to 2034 is more achievable than the KPMG reviewed
proposal to fund $46m of debt repaying $2.6m per annum (noting $2.6m per annum would
cover debt retirement and interest on $46m while $1m per annum would cover interest on

$22m).

The recommended option for the next few years is to utilise circa $1m/annum of surplus once
TMoTP and other city centre investment is fully activated (2027/28) and capitalise interest on
debt in the Parking Management activity during 2025/26 and 2026/27 until that activation is
complete. In 2026/27 it is proposed to capitalise $0.9m of interest.

Key Advantages

Key Disadvantages

Interest costs would be capitalised within the
Parking Management activity and reduce the
rates required in 2026/27 by approx. $0.9m from
the December Draft 2027 Annual Plan

TCC will only achieve the level of non-ratepayer
funding of interest over time from parking if there
is significant uplift in parking surpluses once city
centre revitalisation through TMOTP is completed

Only the additional anticipated surplus of
$1m/annum in future years that is associated with
city centre revitalisation would be utilised to cover
the interest costs in the Parking Management
activity.

Long-term pricing strategy would need to be
agreed to ensure revenue projections are met
(commercial approach to pricing, meaning less
flexibility in responding to community pricing
preferences)

If the surplus contribution is maintained at $1m
per annum ratepayers would fund more than the
50% share of TMoTP capital costs.

Use of parking surpluses to fund interest would
contribute to an imbalanced budget.

Option 2 (Not Recommended) — Discontinuation of Parking Management activity debt from
the funding stack (replaced with rates-funded activity loans), until such time as increased
parking revenues are realised post-construction of TMoTP (from 2027/28), at which time
Council will consider transfer of surpluses to fund the debt.

Key Advantages

Key Disadvantages

Simplified financial reporting

Interest costs previously budgeted as being
capitalised within the Parking Management
activity would need to be rates-funded in 2026/27.

ltem 11.1
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(noting this $0.9m rates requirement is already
included in the December Draft 2027 Annual
Plan).

More transparent around cost to ratepayers if
parking revenue increases do not eventuate

The balanced budget result in the December Draft
2027 Annual Plan will not be impacted from the
reduction in rates to fund TMoTP debt.

More flexibility with respect to setting user fees
and charges for Parking Management

Option 3 (Not Recommended) — Continuation of Parking Management activity debt to fund
$46m of TMoTP capital expenditure, utilising full anticipated surplus in the activity from

2027/28 to pay down the debt.

Key Advantages

Key Disadvantages

Interest costs would be capitalised within the
Parking Management reserve and reduce the
rates required in 2026/27 by approx. $1.3m.

Risk that city wide parking revenues may be seen
to be supporting city centre investment only

Long-term pricing strategy would need to be
agreed to ensure revenue projections are met
(commercial approach to pricing, meaning less
flexibility in responding to community pricing
preferences)

Airport Activity Funding

Airport activity funding to support $13m of debt was included in the 2024-34 LTP funding
stack following independent assessment and legal advice. This advice concluded that
Airport revenues could support debt between $13m-$17m based on domestic and
international passenger visitation associated with TMoTP, looking at various areas for
visitation including Art Gallery, Library, Museum and Baycourt.

42.

43.

44,

There is limited ability to use Airport revenue surpluses to support other responsibilities of
Council as there must be a relationship of benefit to the Airport users to make use of this

revenue.

Three options have been identified for Council consideration with respect to this funding

source for the 2027 Annual Plan.

Option 1 (Recommended) — Revenue (surplus to operational expenditure) from Airport activity is
used to fund TMOTP development through the airport surplus reserve, offsetting rates-
funded interest of $0.6m/annum in 2026/27 and a similar amount each year thereafter,
consistent with the assessed tourism benefit of $13m

Key Advantages

Key Disadvantages

Consistent with outcomes of funding adopted as
part of the 2024-34 Long-term Plan

$13m estimate based on anticipated domestic
and international passenger visitation

Interest costs associated with $13m debt would
be covered by the Airport activity (non-rates

funded activity) and reduce burden on ratepayers.

Makes use of airport surplus revenue on a priority
area of expenditure noting that generated surplus
revenue can only be used in limited situations
where benefit or cause is clear

ltem 11.1
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Option 2 (Not Recommended) — Discontinuation of Airport activity debt from the funding stack
(replaced with rates-funded activity loans), until such time as increased domestic and
international passenger visitation revenues are realised post-construction of TMoTP (from
2027/28), at which time Council will consider transfer of surpluses to fund the debt.

Key Advantages

Key Disadvantages

Enables Council to consider priority use of airport
surpluses over time and direct surpluses to
support priority areas of investment for the city.

Interest costs previously budgeted as being
capitalised within the Airport reserve of approx.
$0.65m would need to be rates-funded from

2026/27. This would increase the rates
requirement in the December Draft 2027 Annual
Plan by $0.65m

Does not make priority use of airport surpluses
against a priority city investment that is intended
to attract visitors.

Surpluses may sit for a period in the activity while
ratepayers fund priority projects.

Local & Community Grants/Sponsorship including Philanthropy

45. 2021-31 LTPA assumed $32m across corporate partnerships (incl naming rights),
philanthropy and trusts (gaming, private & community). With the loss of major Government
grants for arts and heritage investment the Executive, through the reset, has scaled down
resourcing to attract grants for TMOTP. This decision was based on the more difficult grant
environment at the time of the reset making it costly to pay a resource when there was not an
obvious return in terms of grant funding, While efforts are ongoing, they are focused on
smaller available funds with revised funding assumptions at $0.5m reflecting Lotteries & Pub
Charity monies already granted.

46. Success of future community grant applications will be dependent on fund priorities and
quality of other applicants in the same round. Applications are usually later in the
development to support specific expenditure proposals and outcomes.

47. There is currently no staff resource to actively seek significant corporate sponsorship or
philanthropic opportunities. For funding assumptions to be increased there would need to be
a new initiative agreed by Council to seek philanthropic support and reduce the requirement
on the ratepayer to fund interest on TMoTP investment or associated operating costs.

48. Direction is sought on whether Council would like to receive a report on options to increase
initiatives to seek philanthropic funding for TMoTP. This could be provided early in 2026.

STATUTORY CONTEXT

49. The funding and financial information contained in this paper is to support decisions for the
2026/27 Annual Plan and moving forward into the LTP as required under the Local
Government Act 2002.

STRATEGIC ALIGNMENT

This contributes to the promotion or achievement of the following strategic community
outcome(s):

Contributes

Item 11.1 Page 11



Ordinary Council meeting Agenda 16 December 2025

We are an inclusive city

We value, protect and enhance the environment
We are a well-planned city

We can move around our city easily

We are a city that supports business and education

LO0o s

FINANCIAL CONSIDERATIONS

50.

The funding options chosen by Council will directly affect the rates requirement for the
2026/27 Annual Plan as outlined in the options analysis and summarised in the table below:

Rates-Funded Interest

Required in 2026/27

Funding Options Annual Plan Year
Per December Draft 2026/27 Annual Plan (Airport funding included) %6.8m
Airport Funding Removed from December Draft 2026/27 Annual Plan $7.4m
Airport, Parking & Asset Realisation Funding included per Recommendations $5.3m

LEGAL IMPLICATIONS / RISKS

51.

The ability to use Airport surplus revenue to fund TMOTP debt of $13m was based on legal
advice on the rationale for the connection between benefit to the airport and the level of
funding that could be provided to support TMoTP. The level of debt of $13m was agreed by
Commissioners based on the business case and expected domestic and international
passenger visitation for each facility through to 2040.

CONSULTATION / ENGAGEMENT

52. No specific consultation is proposed from the decisions in this report, but noting the decisions
will impact the 2026/27 Annual Plan which will be consulted on.
SIGNIFICANCE
53. The Local Government Act 2002 requires an assessment of the significance of matters,
issues, proposals and decisions in this report against Council’s Significance and
Engagement Policy. Council acknowledges that in some instances a matter, issue, proposal
or decision may have a high degree of importance to individuals, groups, or agencies
affected by the report.
54. In making this assessment, consideration has been given to the likely impact, and likely
consequences for:
(a) the current and future social, economic, environmental, or cultural well-being of the
district or region
(b) any persons who are likely to be particularly affected by, or interested in, the matter.
(c) the capacity of the local authority to perform its role, and the financial and other costs of
doing so.
55. In accordance with the considerations above, criteria and thresholds in the policy, it is
considered that the matter is of medium significance.
ENGAGEMENT
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56. Taking into consideration the above assessment, that the matter is of medium significance,
officers are of the opinion that no further engagement is required prior to Council making a
decision for inclusion in the draft Annual Plan.

NEXT STEPS
57. The decisions in this report will be incorporated into the draft 2026/27 Annual Plan.

ATTACHMENTS

1.  Attachment 1 - Update to Funding & Financing for TMoTP - 16 December 2025 -
A19515495 0

2. Attachment 2 - Update to Funding & Financing for TMoTP - 16 December 2025 -
A19515503 J

3. Attachment 3 - Update to Funding & Financing for TMoTP - 16 December 2025 -
A19515524 J
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11.2 Annual Plan - Options for Rates Increases

File Number: A19433692

Author: Tracey Hughes, Manager: Organisational Financial Performance and
Corporate Planning
Nick Chester, Principal Strategic Advisor

Authoriser: Kathryn Sharplin, Acting COFO - Finance & Digital

PURPOSE OF THE REPORT

1. This report presents draft financial summaries by council activity and for the Council as a
whole and considers the draft rates increase resulting from the proposed budgets. Options
for reducing rates requirement are discussed with initial decisions sought in the paper and
further work recommended for Council meeting of 10 February 2026.

RECOMMENDATIONS
That the Council:
(@) Receives the report "Annual Plan - Options for Rates Increases".

(b) Notes that without further decisions of Council the rates increase currently sits at 13%
after growth of 0.5%, with 1% of rates increase equivalent to $3.68 million

(c) Confirms the inclusion in the draft annual plan of the following items not currently
included in the December draft annual plan but recommended in other papers to be
presented to this meeting:

(i)  The use of surplus from the Parking activity of $0.9 million to offset rates-funded
interest in Te Manawataki o Te Papa

(i) A potential net asset realisation programme to the end of 2026/27 which would
reduce rate-funded interest by approximately $0.5 million

(d) Agrees with respect to Water services to either:

(i)  Retain the surplus in the waters activities and the higher charges proposed in the
Water Services Delivery Plan, but separate water by meter revenue, which is a
volumetric charge, from the rates increase calculations, noting that this is
consistent with the direction for the proposed future rates caps and noting this
avoids raising concerns with Department of Internal Aaffairs and Local
Government Funding Agency. This would lower the rates increase by 1.4% or

(i)  Subject to further discussions with Department of Internal Affairs and Local
Government Funding Agency as to the acceptability of this option, reduce
volumetric water revenue by $9 million and Wastewater charges by $1 million to
remove the $10 million budgeted surplus, and

(i)  Note that removing the surplus would be a change to the Water Services Delivery
Plan so the Department of Internal Aaffairs would need to be advised of a
proposed temporary change to the assumptions in the Water Services Delivery
Plan, and

(iv) Note that this reduction in revenue would contribute to an unbalanced budget and
would need to be advised to the Local Government Funding Agency under the
terms of the bespoke borrowing covenant

(e) Agrees to consider further options for rates reduction at the Council meeting on 10
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February 2026 to achieve a rates requirement of 7 to 8% based on:

(i) Prioritisation of capital programme with a view to reducing the programme toward
$400 million resulting in approximately $1.5 to $2 million savings in interest costs.

(i)  Executive proposals for reductions to achieve approximately 1 to1.5% rates
reduction

(i)  User fee increases and amendments that reduce reliance on rates to be
confirmed by Council.

(f)  Agrees to consider more significant level of service reductions or acceptance of more
risk that would be required to reduce the rates increase to approximately 4% for the
year at its meeting on 10" February 2026.

(g) Notes that funding for the Maori Ward referendum was not included in the Long Term
Plan and if Council wishes to budget for a referendum the expenditure would require a
decision of Council, which is likely to have an impact on rates of 0.2%.

EXECUTIVE SUMMARY

2.

The draft Annual Plan for 2026/27 updates year three of the Long-Term Plan and must be
adopted by 30 June 2026. It has been developed in a challenging environment where
inflation is easing and borrowing costs are falling, yet councils face rising base costs and
strong expectations to keep rates affordable.

Initial modelling presented to the October Council workshop showed a 15.9% rate increase
after growth. The updated draft now reflects 13%, with options discussed in this report to
reduce this further.

External impacts on the annual planning process include commitments under the Regional
Deal to enable housing and job growth, proposed reforms to local government and resource
management, and potential rates caps from 2028. The Local Water Done Well initiative
(LWDW), which could transfer water assets to a council-controlled organisation in 2027, also
affects council’s balance sheet and revenue.

Council has reaffirmed its vision for Tauranga as an inclusive, well-planned, environmentally
responsible and vibrant city, focusing on housing, transport, environment and community
services.

The current draft budget sets a rates requirement of $418 million, an increase of 13.5%
before growth. Key drivers are increased depreciation from asset growth, finance costs
linked to $112 million of additional debt, and additional operating costs generated from new
assets. Waters activities are a major contributor to higher rates due to planned surpluses for
financial sustainability under the new water organisation requirements.

Options to reduce rates include lowering capital expenditure, adjusting water revenue
assumptions, maintaining an asset realisation programme, committing parking surpluses to
reduce rates funded interest on Te Manawataki o Te Papa (TMoTP) and increasing user
fees. More significant service reductions could lower rates further but require consultation
and carry risks such as slower delivery and reduced responsiveness. Decisions in this
annual plan will shape Tauranga’s future ability to balance affordability and essential
investment due to upcoming rates cap legislation.

Information is provided in this report and attachments for consideration by Council and
further direction at the 10 February 2026 Council meeting before confirming a draft budget
for consultation.
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BACKGROUND

The draft Annual Plan for 2026/27 updates the budget provided for year 3 of the LTP. In
accordance with the Local Government Act 2002, Council is required to produce and adopt

9.

10.

11.

an annual plan by 30 June 2026.

The 2025/26 Annual Plan resulted in 9.9% rates rises, a reduction from a proposed 12%.
This was due in part to an operational reset that resulted in organisational savings.

A working draft Annual Plan was presented to the Council at a workshop on 23 October
2025. The working draft material indicated that without further adjustment to expenditure or
funding assumptions, a rates increase of 15.9% after growth would be the result. The Council
directed staff to develop the draft Annual Plan with a view to limiting rates rises as much as

possible, and to provide some scenarios to achieve lower rates rises.

CONTEXT TO 2026/27 ANNUAL PLAN

12.

13.

There are several key issues that influence funding decisions in the Annual Plan. These arise
from both internal and external factors, and all are important for understanding the overall
context to lead to the adoption of a prudent budget and changes in rates. These include:

Vision and Principles set by Council. At the 18 November 2025 meeting (agenda), Council
approved the following revised community outcomes, priorities and principles. These help to
fulfil the aspiration to be the best city in New Zealand. The Annual Plan and Long-Term Plan

provide the funding to deliver on these outcomes, priorities and principles.

Community Outcomes Tauranga Mataraunui - An inclusive city Tauranga is a city that

backgrounds thrive.

protect and enhance it.

sustainable transport choices.

skilled workforce

and economic benefits for its people.

celebrates our past, is connected in our present and invested in
our future. Where people of all ages, beliefs, abilities and

Tauranga Taurikura - A city that values, protects and
enhances our environment Tauranga is a city that prioritises our
natural environment and outdoor lifestyle, and actively works to

Tauranga - Tatai Whenua - A well planned city that is easy to
move around Tauranga is well planned and connected, easy to
live in and navigate around with thriving centres, affordable
homes, resilient infrastructure, community amenities and

Tauranga a te kura - A city that supports business and
education Tauranga is a city that attracts and supports a range of
business and educational opportunities, creating jobs and a

(New) A vibrant city that embraces events. Tauranga is a city
that champions events and experiences that enhance vibrancy,
connects communities, builds identity and delivers cultural, social

Draft priorities (where Enable Housing
we will focus effort) Address Transport
Enhance our Environment

Deliver Services for our Community

Draft LTP principles Look after what we’ve got
(How we will do things :
and deliver) Everyone pays a fair share

Be bold and innovative
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14.

15.

16.

17.

18.

Accountable and transparent
Growth pays for growth

Value for money

Economic Conditions. New Zealand’s economy is emerging from a prolonged downturn,
with inflation easing back toward the 2% midpoint and the Reserve Bank cutting the Official
Cash Rate (OCR) to 2.25%, the lowest level since mid-2022, to support recovery.
Economists are expecting a continued economic recovery through 2026, but this may take
time to be fully felt'. For councils, this makes balancing service delivery with ratepayer
affordability especially challenging. Although borrowing costs are falling, councils are still
dealing with elevated base costs, rising demand for social and infrastructural services, and a
strong push from communities—and central government—to hold rate increases to more
modest levels. Pressures on housing, transport, waters infrastructure, and climate resilience
remain high, forcing councils to re-prioritise “core” services and trim discretionary projects.

Regional Deal. A Memorandum of Understanding was signed in July 2025 between central
government and the Western Bay sub-region (Tauranga City, Western Bay District, Bay of
Plenty Regional Council, tangata whenua, and Priority One) initiating official negotiations
under the City and Regional Deal framework. The deal’s objectives are to deliver up to
40,000 new homes, support the creation of new jobs in the sub-region and drive GDP growth
of 4.6%. The details of the deal are expected to be announced in late 2025/early 2026 and
will have impacts on funding decisions for the Annual Plan, committing the council to
infrastructure spending that will enable this growth to occur. There are also longer-term
impacts on council related to an increasing asset base (e.eg. depreciation, debt services,
operating and maintenance costs).

Local Government Reform. Proposals for significant changes to the form and function of
local government were announced in November 2025. The proposal to replace Regional
Councils with Combined Territories Boards is currently in the early stages of consultation,
and final decisions can be expected in 2026, with legislation to be passed in 2027. These
timeframes mean that the direct impact on the Annual Plan may not be significant, but a
funding decision will need to bear in mind the potential for changes in the short-medium term.

Local Government (System Improvements) Amendment Bill. The Bill proposes targeted
reforms to the Local Government Act 2002, aiming to refocus the purpose of local
government, strengthen accountability, and prioritise core services such as infrastructure,
public transport, waste management and minimisation, and community facilities. The Bill
introduces clearer definitions and governance principles, enhances consultation
requirements for regulations and performance measures, and updates codes of conduct and
standing orders for elected members. The Bill has recently been reported to Parliament, with
enactment due before Christmas. These provisions take effect immediately after royal
assent.

Proposed rates capping. Proposals for a cap on rates increases were announced by the
Government on 1 December 2025. If implemented, this would introduce a limit on annual
increases in rates of 2-4%. The proposal is being consulted on in early 2026, with any
resulting legislation planned to be passed in 2027. If implemented within this timeframe, rates
caps would not come into force until 2028. These potential caps need to be considered in
advance, with an understanding of the impact on growth and related infrastructure needs.
This includes ensuring that the funding base is adequate to maintain assets once these caps
are introduced. Attachment 1 to this report, Standard & Poor’s (S&P) recent report entitled
“New Zealand Local Government Brief: Rates Cap Tightens the Financial Screws”, outlines the
concerns from a credit rating perspective. In particular, non-rate revenue options are minimal,
and exemptions for infrastructure renewal or disaster recovery will be critical. The cap adds to

1 BNZ Economy Watch Report, 27 November 2025
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policy uncertainty and may undermine councils’ financial resilience and long-term planning. S&P
will assess the impacts for each council in future credit ratings.

19. Resource Management Reform. The Government is proposing to replace the Resource
Management Act (RMA) with two new Acts:

a) Planning Act — regulates land use and development
b) Natural Environment Act — protects and enhances ecosystems

20. This change will have a large impact on planning functions of council. Regions will manage a
single combined regional plan (environment, spatial, and territorial chapters) instead of
multiple plans and must align with national environmental limits and standardised zoning.
The proposed changes also signal a shift away from consent-heavy regulation to monitoring
and enforcement of standards. In line with proposed local government reform, the resource
management changes will require some regional restructuring, including replacing some
regional councils with combined territorial boards responsible for spatial planning under the
new RMA framework.

21. Collectively, the aim of reforms is to simplify planning, reduce duplicate regulation, and
support consistent implementation across regions.

22. Local Water Done Well - Council will make its final decision as to whether to proceed with
establishing a council-controlled water services organisation (WO) in March 2026. If Council
decides to move forward with a WO, the WO will have a ‘go live’ date of 1 July 2027, when
TCC will transfer its water-related assets—such as pipes, treatment plants, and associated
infrastructure—off its balance sheet. This is also when council’s liabilities and depreciation
costs for those assets will shift. While this reduces council’s overall asset base and
borrowing capacity tied to water, it also removes the revenue from water charges. The net
effect is a leaner balance sheet focused on core services.

23. As part of compliance with the new water’s legislation, the Department of Internal Affairs
(DIA) has approved council’'s 10-year water services delivery plan. This plan identified
significant revenue increases commencing in 2026/27 through 10 years to meet financial
requirements for waters.

24. Consolidation of Building Consents — In August 2025, the Government indicated
significant changes to building consent processes, moving liability to a more proportionate
system, and introducing options for voluntary consolidation of Building Consent Authority
functions. These changes mean less fee income but also lower liability and potential
efficiency gains. The net financial impact on local councils hinges on how transition costs are
managed and how quickly new efficiencies materialise. Legislation is expected in 2026.

25. Central Government Election 2026. The development of the 2026/27 Annual Plan comes
ahead of the central government election in late 2026. An impending central government
election can influence local government planning and funding decisions because it
introduces uncertainty around national policy priorities, regulatory settings, and financial
allocations. There is an element of risk in making longer term funding decisions that require
partnership with central government and a degree of flexibility is required until post-election
policy clarity emerges.

26. Highly dynamic and changing environment. The local government operating environment
is subject to a high degree of change, driven by evolving legislation, shifting community
expectations, economic fluctuations, and external factors such as weather events or central
government policy changes. This volatility has an impact on the development and funding of
an Annual Plan, as councils must balance long-term strategic objectives with short-term
responsiveness. Uncertainty around costs, revenue streams, and regulatory requirements
often necessitates flexible budgeting, contingency planning, and prioritisation of essential
services over discretionary projects. As a result, funding decisions in the Annual Plan must
have an ability to respond to emerging challenges while maintaining financial sustainability
and delivering on community outcomes.
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DISCUSSION OF CURRENT DRAFT BUDGET

27. Staff have proposed draft operational and capital budgets which were loaded to our
corporate planning system in September/October, at which time the rates increase was
calculated at 15.9% after growth. It was noted that this was prior to internal review and
Executive consideration.

28. The draft presented today sits at a rates requirement of $418 million, an increase of 13.5%
on the prior year budget of $368 million before growth, or 13% after assumed growth of
0.5%. The rates requirement is similar to that in year 3 of the LTP.

29. The changes made through the review process did not propose changes to levels of service
which would require Council decisions and, if significant, community consultation.

30. Itis still a working draft with a number of changes still to be made including decisions on user
fees, finalisation of the capital programme and asset realisation programme and timing and
use of parking surpluses for offsetting interest costs of Te Manawataki o Te Papa (TMoTP).

Table One - Draft Key Financial Information

2026
Annual 2027 Draft | Variance to Variance to

2025 Act Plan 2027 LTP AnnualPlan| 2026 AP 2027 LTP
$m $m $m $m $m $m

Capital and Debt Summary

Capital Programme ($m) 329 425 498 429 5 (69)
Operational Expenditure of a Capital Nature ($m) 86 78 68 68 9)

Net Debt ($m) 1,312 1,648 1,813 1,760 112 (53)
Debt to revenue ratio (LGFA compliance) 225% 260% 261% 298% 38% 37%
E(ier;apr:li(zl):_imit on Borrowing (debt to revenue ratio - 285% 330% 280% 330% 0% 50%

Operational Summary

Total revenue including all asset development

revenue 578 638 773 704 66 (69)
Capital subsidies 70 61 140 47 (15) (93)
Total operating revenue 474 532 580 578 46 2)
Total operating expenditure 584 591 614 624 33 10
Balanced budget (LGFA requirement)? 93.0% 100.2% 117.0% 99.9% -0.3% -17.1%
Total Rates 334 368 417 418 50 1
Total rates excluding volumetric water charges 295 325 368 365 39 3)
Total Rates Increase (net growth and penalties) 13.1% 9.9% 10.4% 13.0% 3.0% 2.6%
Total rates increase (net growth and penalties), 11.6%

excluding volumetric water charges

1 The limit on borrowing would be 280% for 2026/27 if a bespoke covenant was not in place
2 The bespoke borrowing covenant requires that the balanced budget calculation is greater than 100%

31. The key financials are based on a capital programme of $498 million? compared to the LTP
which was $68 million higher at $565 million. The LTP had assumed very high capital
subsidies (mainly from NZTA) which are lower in the draft 2026/27 Annual Plan by $93
million. This combination of lower capital expenditure for the last two years offset by lower

2 Being the capital programme of $429m plus the operating expenditure of a capital nature of $68m as per
Table One.
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capital subsidies means that overall debt in the draft annual plan is lower than in the LTP by
$53 million.

32. The balanced budget is currently just under the 100% requirement in 2026/27. Key loan-
funded operating (opex) expenditure includes Digital opex of a capital nature of $10.6 million,
capitalised interest on development contributions of $23.4 million, waters transition
expenditure of $6.3 million, and unfunded depreciation of $23.9 million. In order to maintain a
balanced budget close to 100%, any reductions in revenue would need to be accompanied
by reductions in expenditure.

A discussion of revenue and expenditure is provided later in this report under Table 4.
Rates Impact

33. Not all the expenditure budgeted is funded through rates, with user fees a contributor across
a number of activities such as Airport and Building Services. The following table summarises
the rates changes ($ and %), breaking out the rates related to waters separately (including
the volumetric charge).

Table 2 — Rates

Variance to 2027 % rates " oTiance

2025 Actual 2026 AP 2027 LTP 2027 AP Draft to 2027

2026 AP increase LTP

$m $m $m $m $m % $m

Water supply (volumetric + fixed)

Wastewater targeted rate 51 53
Stormwater rates 31 32 (2)
Other targeted rates 24 24 0

Other General Rates

Total Rates including volumetric water

34. The above table shows that the overall increase in general rates is 8.3%. On top of this
increase there have been significant increases in water supply targeted rate (metered water)
and the wastewater activity charge. The volumetric water revenue is budgeted to increase
25% to provide a surplus of $9 million in the WSDP. This 25% increase in the contributes
3.2% to the overall increase of 13%. While this was modelled in the plan to provide a gradual
increase over time to support future investment and to ensure acceptable sustainability
metrics from day one, it does not have to kick off so strongly in 2026/27 and could be
reduced if Council wanted to influence the level of overall cost increases in the annual plan.

35. Attachment 2 to this report provides a breakdown of rates requirement by activity, but it
should be noted that a full year on year variance breakdown is difficult due to the impacts of
the recent reset on where some of these costs sit in the activity structure.

36. The activities generating the largest increases in rating requirement are as follows:
a) Inthe Waters activities as discussed above.
b) In Spaces and Places largely as a result of increased depreciation costs
¢) In Arts and Culture reflecting the anticipated costs of setting up the Museum

d) In Libraries due to additional costs relating to the new Library and resulting from a
reduction in funding from reserves.

e) In Corporate Treasury reflecting the increase in net financing costs.
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OPTIONS FOR RATES REDUCTION

37. A one percent increase in total rates equates to expenditure or revenue of $3.68 million. The
rates requirement in the working draft flows from what was planned through the LTP,
adjusted for changes through the 2025/26 AP including the reset and activity manager
assessment of likely user fee revenue and costs (excluding Council decisions regarding user
fees). The budgets are also affected by Council decisions since the LTP.

38. Future Council decisions will also affect the final rates requirement. This report has
recommendations relating to the following:

Funding of Te Manawataki o Te Papa

38. At present the rates figures provided assume airport revenue continues to contribute $13
million toward TMoTP debt over time. This has the effect of reducing rates funding by $0.7
million and is included in the December draft annual plan for 2026/27.

39. The agreed funding from parking surpluses and the asset realisation programme are not
currently included in the December draft annual plan pending decisions from Council on the
Te Manawataki Funding and Financing Update report and the asset realisation report to be
presented at this meeting. The level of parking surplus recommended would be sufficient to
support $22 million of debt and thereby reduce rates requirements by $0.9 million for the
year. Itis noted that in the LTP an amount of $1.4 million of parking surplus was included for
2026/27 but actual revenues have been lower than anticipated in the LTP.

40. Asset realisation revenue has not been included in the working draft but if included at
proposed divestment levels would reduce rates requirement by $0.5 million.

41. If the decisions relating to the above are confirmed, then the rates requirement would reduce
by approximately 0.4%.

Treatment of water revenue increases proposed in the WSDP

42. The WSDP prepared by TCC and accepted by DIA included a financial model of revenue
and expenditure and debt for ten years and showing financial sustainability and compliance
with borrowing metrics. As part of this model, surpluses were generated commencing in
2026/27 to maintain strong financial metrics. Council could consider whether it would wish to
defer developing surpluses in the Waters activities and therefore reduce the rates increases
generated by the waters activities to only that required to cover operating costs. This could
reduce rates by circa 2% if including water and wastewater and fully removing these activity
surpluses.

43. This change to the WSDP would require an explanation to DIA as to the reason for the
change. The Board of LGFA in approving the bespoke covenant for TCC, identified as a
condition of the covenant that the “council is expected to balance its operating budget as
measured by the balanced budget financial benchmark”. The proposed change to water
revenue, would aggravate the current unbalanced budget position of 99.9%. Approval from
the LGFA Board would be required. The move of the full Council accounts to an imbalanced
budget also increases the likelihood of a credit downgrade to A from A+ noting TCC is
already on negative watch. Such a downgrade would not be expected to significantly
increase borrowing costs in the short term.

44. Alternatively, Council could retain the planned waters revenue but remove the volumetric
water charge revenue, which is a significant driver of revenue increase from the rates
calculation. This separation of the volumetric charge from other “rates” means that the rates
increase percentage is consistent with the increase that will be charged through the annual
rates bill, as metered water charges are billed separately and are a user charge based on
volume of water consumed. It is noted that future rates cap assessments are proposed to
also exclude waters.

Proposed further adjustments to be considered on 10 February 2026 Council meeting

45. Capital Programme. The initiatives proposed include reducing capex from $498 million to
$400 million for the 2026/27 financial year which will reduce associated opex (debt servicing)
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46.

47.

48.

49.

50.

51.

52.

53.

by approximately $2 million. The impacts of prioritisation of the programme down to $400
million are detailed in an attachment to be tabled at this meeting and can be considered by
elected members as part of its capital prioritisation work prior to February Council decisions
on the annual plan.

In order to reduce the programme to $400 million, a variety of options may be explored to
minimise the impact of deferring or discontinuing projects. However, decreasing the
programme size will necessitate prioritising certain projects for exclusion from next year's
annual plan, with the possibility of reassessment during the development of the subsequent
Long-Term Plan (LTP). An initial assessment has been conducted to determine the
programme's level of commitment, allowing it to be categorised as follows:

Table 3 — Current Capital Programme

Commitment Level Proposed FY27 Budget

$m
Committed 140.9
Critical Risk Project 79.6
Renewals 133.1
Will be committed by June 2026 if no alternative action is taken 87.8
Uncommitted 56.3
Grand Total 497.6

Projects were evaluated according to a range of criteria outlined in the draft prioritisation
framework, with the primary focus on the 12-month risk of deferral and, to a lesser degree,
alignment with strategic outcomes. Additionally, projects were assessed for their “match
readiness” to ensure delivery within the projected 2026/27 budget.

It is important to note that next year’s programme includes $49 million in contingency funds,
most of which are allocated to committed projects, some scheduled for completion during the
2026/27 period. At present, these projects are not sufficiently advanced to allow any release
of this contingency.

There are strategies available to reduce the 2026/27 budget allocation prior to considering
project removals. These include deferring some contingency allocations (while allowing for
them to be reinstated if needed), adjusting project budgets based on readiness to optimise
cash flow timing, and postponing or eliminating provisional budgets for which no expenditure
is planned in 2026/27.

Such mechanisms offer flexibility within the programme and may reduce the number of
projects that would need to be deferred or discontinued. Potentially, this could provide up to
$67 million in additional capacity; however, it introduces significant risk that project budgets
may need to be accelerated to address emerging issues or if current schedules are
maintained.

Under this approach, programme components that are neither committed, critical risk, nor
renewals would require reduction by an amount ranging from $31 million to $98 million. This
may have to include projects that are already underway and will be committed by June 2026.

It should also be highlighted that projects currently underway may still have to be terminated
or deferred in order to remain within the $400 million budget cap, which could lead to the
write-off of costs incurred to date.

The attachment to be tabled at this meeting delivers a summary of these calculations,
alongside tables detailing the programme breakdown and, using a ranking system, specifies
which projects would need to be deferred or stopped to comply with the $400 million
threshold.

ltem 11.2 Page 25



Ordinary Council meeting Agenda 16 December 2025

54.

55.

56.

Further Expenditure savings. The Executive is in the process of identifying further
adjustments to expenditure which could bring rates down a further 1 — 1.5%. These initiatives
will have implications for the organisation or minor level of service changes which have not at
this stage been fully worked through. Councillors will be provided with further information on
these prior to Christmas which can be considered in more detail for the February meetings
on the AP.

Fees and Charges. Council has considered user fees and charges over the last few months
and has yet to make decisions on any adjustments. Additional or increases in existing user
fees may help to reduce the rates requirement. Conversely, any decision to introduce new
rates funding to cash- funded activities such as Cemeteries or Building Services would
increase the rates requirement for next year. A $1million adjustment to user fees could affect
rates by up to approximately 0.3% either up or down.

Overall, the above initiatives if adopted could see the rates increase reduce closer to 7 to
8%.

More significant reductions to levels of service could enable lower rates increases

57.

58.

59.

To reduce rates below the level of 7 to 8% which could be achieved if all the above initiatives
are adopted, Council would need to identify areas where level of service changes would be
considered. Staff are working through some very high-level level of service options which will
be provided to Council before Christmas for feedback on whether any would be supported for
further investigation by staff.

To achieve a rates increase of 4%, which is the proposed rates cap, rates funded
expenditure savings of an additional $11 million to $14 million would be required or more if
any of the above decisions to reduce rates requirement are not supported. Significant
changes that would be needed to achieve a 4 % rates rise are unlikely to be fully available
for the 2026/27 financial year.

It should be noted that with the introduction of rates capping, any reduction in rates through
service changes or other expenditure reduction should be of a permanent nature as there will
be very limited capacity to reintroduce higher levels of expenditure in later years within the
rates cap.

EXCLUSIONS FROM PROPOSED SAVINGS

Proposed savings do not include the following:

(@) Council controlled organisations. At the 18 November 2025 meeting, Council resolved
to maintain funding to CCOs at the same level as 2025/26, effectively requiring savings
to be made to absorb inflation and any other cost increases over the last year. Given
how recently this decision was made and that we are waiting for CCOs response
through the Statement of Intent process, no recommendations have been made to
reduce funding further.

(b) Regulatory Excellence. Council has committed to being the best regulatory council in
the country. Any reduction in funding in the regulatory space is likely to have an impact
on achieving this goal.

(¢) Investmentin Maori Engagement structures. A review is currently underway of how we
work with mana whenua, conducted in partnership with mana whenua. No attempts to
identify savings has yet been made in this area ahead of any recommendations that may
arise from this review.

EXPENDITURE NOT INCLUDED

60.

Maori Representation Referendum. Under current legislation, Council will be required in
the 2026/27 year to decide if it wants to retain the Te Awanui Maori ward. If it decides it
wishes to retain the ward, then it will be required to conduct a referendum of all voters to
confirm or reject that proposal.
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61. This report does not seek to consider whether or not Council wishes to retain the Maori ward.
That is a matter that Council will be invited to consider in 2026. The total costs of a
referendum will include electoral officer costs, postage costs, and marketing and promotion
costs. Having taken advice from the electoral officer, including current postal rates, a broad
estimate of $0.5 million should be budgeted for a city-wide referendum if required.

62. The cost for a referendum was not included in the LTP, and therefore any decision to
undertake one will require a decision of council, which is likely to have an impact on rates of
0.2%.

63. The risk of not budgeting for a referendum is that if one is subsequently required it will be a
significant item of unbudgeted expenditure. Conversely, the risk of budgeting for it is that if it
is not required then the ratepayer has funded a project that is not going to occur (though any
resultant rates surplus can be applied to future years’ rates).

OPERATING REVENUE AND EXPENDITURE - DISCUSSION OF SIGNIFICANT COST
CATEGORY MOVEMENTS

Table 4 — Whole of Council Operating Revenue and Expenditure

2026 2027 Draft Variance | Variance Variance
Whole of Council Operating Revenue & Expenditure 201;5mAct A:Tau:l 202;':“’ A:T:nal to 2026 AP | to 2026 AP toLZ_I(_)g ‘
$m $m $m % $m
Revenue 473.9 531.8 580.0 577.5 45.6 9% (2.6)
Rates Revenue 334.2 368.0 416.9 4176 49.6 13% 0.7
Grants and Subsidies Revenue 60.9 78.2 73.6 714 (6.8) (9%) (2.2)
Fees and Charges 66.5 79.5 83.5 80.1 0.6 1% (34)
Dividends Revenue Received 04 0.5 0.5 0.6 0.0 4% 0.0
Finance Revenue 11.9 5.6 55 7.9 23 40% 24
Expenditure 584.5 594.7 616.6 630.7 359 6% 141
Employee Expenses 126.1 124.4 128.5 137.2 12.8 10% 8.7
Depreciation and Amortisation Expense 113.6 125.9 125.8 138.0 12.2 10% 122
Finance Expenses 62.2 66.0 80.9 83.1 171 26% 22
Other Operating Expense 282.6 2784 2814 272.3 (6.1) (2%) 9.1)
Administration Expenses 12.8 19.5 18.7 195 0.0 0% 0.8
Consultancy Expenses 53.8 447 455 38.7 (6.0) (13%) (6.8)
Grants, Contributions and Sponsorship Expense 103.7 91.9 824 914 (0.5) (1%) 9.0
Insurance Expense 74 9.0 4.8 9.7 0.7 7% 4.9
Operational Contracts Expense 11.3 14.3 11.9 15.0 0.6 4% 3.1
Other Operating Expense 329 32.9 50.9 34.3 1.4 4% (16.6)
Property Rental and Lease Expenses 7.8 10.7 8.0 5.0 (5.7) (53%) (3.0)
Repairs and Maintenance 34.0 36.1 411 37.8 1.7 5% (3.3)
Utilities and Occupancy Expenses 19.0 191 18.1 20.9 1.8 9% 28
Operating Surplus / (Deficit) (110.6) (62.9) (36.5) (53.2) 9.7 (15%) (16.6)

64. Attachment 3 to this report replicates the above table for each activity of Council noting that
year on year comparisons for some activities have been impacted by the recent reset, with
some responsibilities or deliverables being transferred from one activity to another. The
‘Activity Deck’ as provided for the 2025/26 Annual Plan will be updated and available for
Elected Members before Christmas.

65. Employee costs have increased year on year by $12.8 million, 10.3%. The allowance for
salary increases has been set at 3.5% and most actual cost categories in this group have
decreased as can be seen in table 5 below. Exceptions are:
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(@) A new item in salary recharges for resourcing of the Water Organisation transition of
$1.5 million has been added in 2027. It is understood that this cost can be recovered,
and an offsetting credit sits in revenue to reflect this.

(b) The assumption for capitalizable salaries has reduced in 2027, adding $4.2 million to
net employee costs. $3 million of this is related to how Digital reflect their project work,
and an offsetting $3 million credit sits in consultancy costs (relating to software-as-a-
service or SaaS). The remaining reduction is based on a reassessed calculation post
reset.

(c) The assumption for churn or salary savings has reduced in 2027, adding $2.4 million to
net Employee costs. Actual churn currently being experienced is very low, at a little
over 2%. This calculates to approximately $3.1 million. An additional $2.2 million saving
has been assumed, to be generated through active management of vacancies over the
year. Even so, there remains a $2.4 million negative variance against 2026 annual
plan.

Table 5 — Employee Costs

2027
2026 Draft Variance |Variance Variance
Employee Costs 2025 Annual Annual | t02026 | to2026 to 2027
Actual Plan 2027 LTP Plan AP AP LTP
$m $m $m $m $m % $m

FTE 1,349 1,268 1,374 1,260 |- 9 -1%|- 114
Salaries & Wages 119.1 145.6 155.9 150.0 49" 3% (5.8)
Salaries 115.5 141.2 150.5 146.1 4.9 3% (4.4)
Band movement - 1.6 2.7 14 (0.2) (15%) (1.3)
Temporary staff expense 14 0.9 1.2 0.9 0.0 4% (0.3)
Casual staff expense 1.0 0.9 0.7 05 (0.3) (40%) (0.2)
Overtime 1.2 1.0 0.8 1.1 0.1 13% 0.3
Outliers - (27.0) (35.9) (18.6) 8.4 (54%) 17.3
Salaries recharges - (0.0) 0.3 1.7 1.7 0% 15
Capitalised salaries - (19.3) (24.5) (15.1) 4.2 (22%) 9.4
Churn - (7.7) (11.7) (5.3) 2.4 (32%) 6.4
Salaries and Wages Total 1191 118.6 120.0 1314 13.3 11% (2.9)
Other Employee Costs

Direct Personnel Expenses 2.6 3.7 6.3 3.5 (0.3) (7%) (2.9)
Elected Member Remuneration 1.2 14 1.5 1.7 0.3 18% 0.2
Other Representation Remuneration 0.2 0.5 0.6 04 (0.0) (9%) (0.1)
Remuneration Benefits 2.9 0.2 0.1 0.2 (0.0) (17%) 0.1
Total Employee Expenses 1191 118.6 120.0 131.4 12.8 11% 11.5

66. Depreciation costs have once again outstripped expectations with an increase (both year on
year and against LTP) in excess of $12 million. This is primarily driven by two things:

(d) Capitalisation of $116 million of projects in Spaces & Places in 2024/25, the main driver
of the year-on-year increase in depreciation of $7.5 million in this activity. This included
projects such as the Memorial Park to city centre pathway, the waterfront playground,
Elizabeth Street streetscape, Masonic Park upgrade, Haumaru indoor courts and
Kopurererua Valley development.

(e) Additional depreciation cost (amortisation) of $2.7 million relating to the treatment of
the lease payments for 90 Devonport Rd. Previously budgeted as an operating lease in
the Other Operating Expenses category, during the 2024/25 Annual Report audit this
treatment was changed to a finance lease, resulting in a reduction in property rental
costs and an increase in recorded amortisation and interest costs. The table below
shows the impact of this change in treatment.
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Table 6 — 90 Devonport Road impact of finance lease

Variance

90 Devonport impact of Finance Lease 2026 AP 2027 LTP Df:f2t7AP to iOPZG
$000 $000 $000 $000

Property rental 5,723 5,263 0 (5723)
Lease Liability Interest 0 0 4,416 4,416
Amortisation 0 0 2,674 2,674
P&L impact 5,723 5,263 7,090 1,367
Unfunded Amortisation 0 0 (1,488) (1,488)
Funding Impact 5,723 5,263 5,602 (121)

67.

The finance lease calculation expenses more interest in the earlier years of the lease which

makes the total expense in those years greater than the rental cost. The unfunded
amortisation element in the table above means that only the rental cost is funded by the
ratepayer, however it does have a minor negative impact on the balanced budget.

68.
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The following chart reflects depreciation cost over a four-year period by major activities.
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Finance expenses have been impacted by debt and interest rate forecasts, alongside the

addition of $4.4 million of lease liability interest relating to 90 Devonport Road (Table 6

above). Net debt in the current model is budgeted to increase by $112 million year on year,
and the average cost of all borrowings is 4.01%. Included in the interest calculation is $282
million of debt that will be refinanced in 2026/27 and the average cost of borrowing for new

debt is 4.35%.
70.

Other operating expenditure has reduced by $6.1 million year on year, including $3 million

reduction in Digital consultants (offsetting employee costs, above), and $5.7 million reduction

ltem 11.2

Page 29



Ordinary Council meeting Agenda 16 December 2025

in property rental expenses relating to the 90 Devonport finance lease. Since the October
draft there has been significant review, including the removal of the 2.2% inflation increment
in many cost categories (not including R&M or those likely to have contractual implications),
reduction to 2025 levels of budgets sitting within activities for training, conferences, travel
and catering, and a 10% reduction in most consultancy budgets to acknowledge the process
improvement implemented through the reset. Expenditure also includes additional costs for
the set-up of the Museum $1.9 million, and additional utilities costs (in rates, water rates,

cleaning and electricity costs).
71. The following chart reflects categories of other operating expenditure over a four-year period:
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2024 Actual 2025 Actual 2026 AP 2027 Draft AP
e A dmin & Insurance s Consultancy s Grants & Contributions s Operational Contracts
e O ther Operating Exp s R&M s | tilities/Occupancy

Noting that grants and contributions expenditure includes the budgets relating to the funding
arrangements for Tauriko West.

INTERNAL DRIVERS OF BUDGET INCREASES

72. There are several factors that contribute to TCC’s budget which are either already committed
to, or difficult to reduce. Combined, these factors contribute to a need to increase rates, even
if no other expenditure is approved. These factors are detailed below.

73. Depreciation and interest. Both depreciation and interest are long-term financial
commitments that need to be considered when approving capital projects, as they affect
future rates and operating budgets. The legal and audit requirement for accounting for

depreciation are summarised below.

Legal Instrument Depreciation Requirement

Must include depreciation in operating expenses

LGA 2002 Sections 100 & 111 and apply generally accepted accounting practice
(GAAP); unless prudent resolution

Financial Reporting & Prudence Depreciation must be disclosed in Funding Impact
Regulations Statement; affects balanced budget test
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74.

75.

76.
77.

78.

79.

80.

81.

Legal Instrument Depreciation Requirement

Audits enforce accuracy and sufficient funding of

Audit NZ Guidelines depreciation; flag under-investment

Two factors affect the ongoing increases in depreciation:
a) Building new assets
b) Revaluation of existing assets which is required under accounting standards.

Depreciation expense must be calculated on the latest valuation of assets. Council can
consider whether to fund all depreciation. However, this would lead to or exacerbate an
imbalanced budget where there is not sufficient revenue to fund expenses. Our bespoke
covenant with LGFA requires a balanced budget where revenue is over 100% of expenditure
as noted in paragraph 43.

Funded interest and depreciation increases alone make up a 5.5% rates increase (approx.)

Capex drives opex. Tauranga City Council has a large capital expenditure (capex)
programme, caused by the need for infrastructure and facilities to accommodate a growing
population. Throughout construction and beyond, debt servicing costs continue until the debt
is repaid. Once these assets are operational, they create ongoing operational expenditure
(opex) on depreciation, maintenance, insurance, staffing and utilities. Every new asset
creates opex that increases long-term running costs for council. Many capex projects are
already committed to, in turn creating long-term opex costs that are unavoidable.

Contracts. There are multi-year contracts that TCC is already to committed to and costs
cannot be reduced or removed. In some cases there are contractual obligations to increase
payments to these contractors in line with inflation.

Utilities and rates. Much like increased opex costs, there is a corresponding rise in utilities
and rates costs that result from the building of capital projects. For example, new community
facilities create water and power costs, alongside the need to pay rates for the land that the
building is situated on. Additionally, council has very limited opportunity to reduce or control
these costs.

Democracy costs. TCC incurs costs associated with the effective running of democracy.
Costs that will be incurred in the 2026/27 year include:

(@) Remuneration for elected members which is set independently by the Remuneration
Authority. This was most recently discussed at the Council meeting on 18 November
2025. This includes salaries, allowances and reimbursements for councillors.

(b) Meeting and committee support, including technology support that allows for
transparency: livestreaming of meetings and effective and safe record keeping.

Other internal considerations. Alongside the impacts from the change to salary savings
assumptions and the accounting treatment of 90 Devonport Road discussed above, there are
a number of other assumptions and initiatives that have impacted this annual plan as follows:

(@) The past decision to collect rates to contribute to unfunded debt including that related
to weathertight claims and the write-off of Harrington St car park, as well as
contributing rates to a risk reserve going forward.

Table 7 — Rates-funded debt retirement
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2026 Annual 2027 Draft Variance to Variance to
Debt Retirement 2025 Act Plan 2027 LTP Annual Plan 2026 AP 2027 LTP
$m $m Sm $m Sm Sm
Weathertight reserve debt retirement (Sm) 2.0 2.0 2.0 1.0 (1.0) (1.0)
Unfunded liabilities debt retirement ($Sm) 0.0 0.0 1.5 1.0 1.0 (0.5)
Risk reserve funding ($m) 1.0 1.0 1.0 1.0 0.0 0.0
Rates funded debt retirement (Sm) included in rates 3.0 3.0 4.5 3.0 0.0 (1.5)

(b)  The Executive has prioritised migration from Ozone within a 2 - 3 year timeframe due
to significant risks arising from remaining on an unsupported platform.

(c) Discussions regarding the accounting for the funding of Te Manawataki o Te Papa as
referred to in the preceding paper to this meeting. Some adjustments have been made
to this draft annual plan to avoid using complex reserves to account for funding
contributions from the airport and parking activities and from asset realisation. In the
case of parking and asset realisation this effectively results in the deferral of
contributions of surpluses to reduce ratepayer funded interest costs of debt. As a
result, rate-funded interest costs are higher than using the previous treatment.

(d) There may need to be budget revisions for Local Water Done Well, noting that there is
no budgeted amount for digital expenditure in Phase Two with decisions not expected
before March/April 2026.Currently, loan-funded opex in waters to support the transition
to the Waters Organisation is $6.3 million in 2026/27, which impacts the balanced
budget as it is expenditure without associated revenue. Should Council decide to
reduce or remove the revenue surpluses generated in the Waters activities, the
balanced budget would reduce further below 100% which would necessitate a
discussion with LGFA.

STATUTORY CONTEXT

82. In accordance with the Local Government Act 2002 (LGA), Council is required to produce
and adopt an annual plan, by 30 June 2026. The purpose is to identify variations from the
financial statements of the third year of the current Long-term Plan.

STRATEGIC ALIGNMENT

83. The Annual Plan provides the funding that contributes to the promotion or achievement of all
of Tauranga City council’s strategic community outcomes. How funding is allocated will
determine the impact made in each of these areas.

Contributes

We are an inclusive city v
We value, protect and enhance the environment

We are a well-planned city that is easy to move around
We are a city that supports business and education

AN NN

We are a vibrant city that embraces events

FINANCIAL CONSIDERATIONS

84. In considering the overall level of rates increases Council must weigh the benefit to the
community of council expenditure against the burden of rates charges.

85. Council expenditure provides a range of benefits to the community and rates is used as an
efficient way of gaining the required revenue to fund this expenditure. Council services
benefit the community in a number of ways including:

ltem 11.2 Page 32



Ordinary Council meeting Agenda 16 December 2025

(@) Supporting people and businesses with well-functioning infrastructure such as a
roading network and healthy and reliable water supply.

(b) Maintaining and enabling new infrastructure to support the physical and economic
growth of the city

(c) Providing amenity such as community and recreational infrastructure
(d) Drawing tourists and visitors in to spend within our local economy

86. Central Government’s proposal of a rates cap means that Council should have regard to a
sustainable rates base when its sets its rates requirement for the 2026/27 annual plan. A
short-term focus on low rates increase at the expense of levels of service or taking more risk
would mean that the lower levels of service or higher risk would remain ongoing as the cap
would not readily enable higher expenditure at a later date.

87. Using operating surpluses from non-rates funded activities such as airport or parking to cover
debt that would otherwise be ratepayer funded flows through to a lower rates requirement but
a higher level of debt (because a surplus held in an activity offsets net debt).

88. Options for a lower capital programme would reduce costs both in the annual plan year and
flowing through to depreciation in later years. However, with a rate cap it would be harder to
significantly increase the level of capital delivery in following years.

89. Lower revenue against TCC’s already high debt levels would affect our financing ratio and
would be likely to lead to a lowering of TCC’s credit rating from A+ negative watch to A. This
would not be expected to significantly increase borrowing costs in the short term.

LEGAL IMPLICATIONS / RISKS

90. In accordance with the Local Government Act 2002, council must consult with the community
if the annual plan includes significant or material differences from the content of the
Longterm Plan for the financial year to which the proposed annual plan relates.

91. Generating savings result in several risks that need to be considered. In general, these risks
will increase as budget reductions increase.

(a) Pace of work. Reduced resources will mean that the pace of work is likely to reduce.
Projects may take longer to start, or to complete once they have begun. This will mean
there is a delay in meeting the needs of the community, and may lead the community
to question the value provided.

(b) Responsiveness. Savings will result in slower response times for complaints related to
noise, animal control, parking or maintenance of council assets.

(c) Reduction in Flexibility. Reduced budgets will in turn create reduced capacity to
respond to emerging issues without the need to return to Council for unbudgeted
expenditure approval. This has the potential to exacerbate issues related to pace and
responsiveness further.

TE AO MAORI APPROACH

92. The Annual Plan process does not affect TCC’s ambitions to align with the Te Ao Maori
approach. However, funding decisions may have an impact on individual projects or
programmes that are specifically working towards fulfilling on the approaches.

CLIMATE IMPACT

93. The Annual Plan process does not affect TCC’s ambitions to align with the Climate Impact
Statement. However, funding decisions may have an impact on individual projects or
programmes that are specifically working towards fulfilling on this ambition.
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SIGNIFICANCE

94. The Local Government Act 2002 requires an assessment of the significance of matters,
issues, proposals and decisions in this report against Council’s Significance and
Engagement Policy. Council acknowledges that in some instances a matter, issue, proposal
or decision may have a high degree of importance to individuals, groups, or agencies
affected by the report.

95. In making this assessment, consideration has been given to the likely impact, and likely
consequences for:

(a) the current and future social, economic, environmental, or cultural well-being of the
district or region

(b) any persons who are likely to be particularly affected by, or interested in, the matter.

(c) the capacity of the local authority to perform its role, and the financial and other costs of
doing so.

In accordance with the considerations above, criteria and thresholds in the policy, it is
considered that the matter is of high significance.
ENGAGEMENT

96. Under the proposed approach, consultation on the annual plan will occur in March and April
2026 alongside the draft Schedule of User Fees and Charges.

NEXT STEPS

39. Council decisions on this report will be used to further shape the draft Annual Plan. More
detailed discussions on the annual plan will take place in early 2026 ahead of consultation
and then adoption of the final plan in June.

ATTACHMENTS

1.  Attachment 1 - Standard & Poor's rates cap brief - A19497944 [
2. Attachment 2 - Rates Requirement by Activity - A19513143 {
3. Attachment 3 - Operating Revenue and Expenditure by Activity - A19513644 J
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11.3 Local Water Done Well - Project Update and Recruitment

File Number: A19422431

Author: Charles Lane, Team Leader: Commercial Legal
Fiona Nalder, Principal Strategic Advisor

Authoriser: Christine Jones, General Manager: Strategy, Partnerships & Growth

PURPOSE OF THE REPORT
1. This report seeks:

e Council direction regarding recruitment of an Establishment Chief Executive Officer for
the proposed Multi-Council Water Organisation.

e approval for a variation to the Commitment Agreement.

e approval for the Terms of Reference for the Joint Governance Group.

RECOMMENDATIONS
That the Council:

(@) Receives the report "Local Water Done Well - Project Update and Recruitment".
Recruitment

EITHER

(b) Agrees to the appointment of a Water Organisation Establishment Chief Executive
Officer, with recruitment to commence now so that a recommendation can be made
subject to Council and Western Bay of Plenty District Council’s final decision to
proceed with the Water Organisation on 2nd April 2026 (with a likely start date circa 1
July 2026)

OR

(c) Agrees to the appointment of a Water Organisation Establishment Chief Executive
Officer, with recruitment to commence 2 April 2026 so that a recommendation can be
made subject to Council and Western Bay of Plenty District Council’s final decision to
proceed with the Water Service Organisation on 2nd April 2026 (with a likely start date
circa 15th September 2026)

(d) Agrees to the appointment of a Transitional Director, with recruitment commencing now
and the appointment made as soon as practical, with a further decision on the timing of
the Water Organisation Chief Executive to be made at the time of the final decision of
Council on proceeding with the Water Organisation.

Project Governance

(e) Endorses the appointment of the following Tangata Whenua representatives to the
Joint Governance Group:

Kylie Smallman
e Hakopa Tapiata
e Shadrach Rolleston

e Rohario Murray
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o Kiritapu Allan
e Roana Bennett

(f)  Approves the variation to the Commitment Agreement to reflect the establishment of
the Joint Governance Group and delegates authority to the General Manager: Strategy,
Partnerships & Growth to execute the Variation Agreement (see Attachment 1).

(g) Approves the Terms of Reference for the Joint Governance Group (Attachment 2),
noting that these have been endorsed at the Joint Governance Meeting of 8 December
2025.

(h) Endorses the Commercial Terms Sheet (Attachment 3)

EXECUTIVE SUMMARY

2.

10.

This report provides an update on progress towards establishment of a Multi-Council Water
Organisation (WQ) by Tauranga City Council and Western Bay of Plenty District Council
(noting that the final decision will occur end of March 2026, following due diligence).

The report also seeks Council:
e Approval to initiate recruitment for an Establishment Chief Executive Officer (CE).
¢ Endorsement of Tangata Whenua representatives.

e Approval of a variation to the Commitment Agreement and Terms of Reference for the
Joint Governance Group (JGG).

Recruitment for the Establishment CE is proposed to begin on 5 January 2026, with
applications closing mid-February. The appointment, targeted to commence 1 July 2026,
would be on a two-year fixed term and contingent on the councils’ due diligence decision in
March 2026.

Early recruitment is recommended to ensure strong leadership during the establishment
phase, enable involvement in executive appointments, and support strategic planning with
the Board. The CE may transition into the permanent role, offering continuity.

Alternative options include delaying recruitment until after March or appointing a Transition
Director first; however, these approaches risk reduced candidate availability, delayed
organisational decisions, and higher costs.

This report also seeks Council endorsement of Tangata Whenua representatives. Six
representatives—Kylie Smallman, Hakopa Tapiata, Shadrach Rolleston, Rohario Murray,
Kiritapu Allan, and Roana Bennett—have been appointed through an expression of interest
process managed by Tangata Whenua.

The Tangata Whenua representatives sit alongside Elected Members from Council and
WBOPDC on the Joint Governance Group (JGG), which held its inaugural meeting on 8
December 2025. Further meetings are scheduled for December and early 2026. This report
seeks Council approval of a variation to the Commitment Agreement to include reference to
the JGG and approval of the terms of reference for JGG.

A cross-council project team has been stood up, consisting of staff from both Council and
WBOPDC, and work has been allocated across workstreams. A project update providing
progress highlights and upcoming areas of focus for each workstream is provided as
Attachment 5.

An initial establishment budget of $6.1m was developed for the purposes of the Annual Plan
2025/26, and for inclusion in the Water Services Delivery Plan and the Commitment
Agreement (this figure does not include the budget for the Digital Programme, which is
discussed separately in a public excluded report at this same 16 December Council

Item 11.3 Page 52



Ordinary Council meeting Agenda 16 December 2025

11.

meeting®). Work is underway within each workstream to develop budgets from a ‘bottom-up’
perspective. Revised budget estimates will be shared with Council as they become available.

Next steps include commencing recruitment for the Establishment CE if approved, continuing
to progress due diligence and establishment planning, and refining budgets.

BACKGROUND

12.

13.

14.

Tauranga City Council (Council), in partnership with Western Bay of Plenty District Council
(WBOPDC, is progressing the establishment of a Multi-Council Water Organisation (WO) in
response to the Government’s Local Water Done Well (LWDW) reform programme. The WO
has a ‘go live’ date of 1 July 2027.

Council endorsed the Multi-Council Water Organisation Summary Plan (including Due
Diligence) on 29 October 2025. This plan sets out the approved approach to complete the
necessary steps to establish the WO. It was prepared based on the Commitment Agreement
between the two councils and the approved Water Service Delivery Plans (WSDP).

This paper provides an update on the following matters which form part of the process to
establish a WO:

(a) Recruitment process for an Establishment Chief Executive Officer for the WO.
(b) Partnership with Tangata Whenua.

(c) Establishment of the Joint Governance Group.

(d)  An update on project progress.

Recruitment process for an Establishment Chief Executive Officer for the Water
Organisation

15.

16.

17.

18.

19.

The recruitment and appointment process for the Establishment Chief Executive (CE) and
Executive Team is included in the People and Relationships workstream in the
Establishment Planning phase of the summary project plan.

It is proposed that the recruitment process for the Establishment CE begins now to allow the
appointment of the Establishment CE in July 2026 (fixed term for 2 years). This appointment
would be dependent on the whether the councils’ (Council and WBOPDC) decide to proceed
with establishment of the WO.

Having the Establishment CE on board from July 2026 is part of setting the WO up for
success. The Establishment CE is the key appointment to ensure a strong transition from
council operations to a WO. There is opportunity for the Establishment CEO to be directly
appointed in the ongoing CE role for the WO, creating seamless transition. Early
appointment also allows the CE to be involved in the appointment of their executive team,
and work with the appointed Chair and Board of Directors on matters such as the
development of the Water Services Strategy for the WO.

The proposed process:
¢ Recruitment of Establishment CE initiated 5 January 2026.
e Recruitment closes for Establishment CE role 15" February 2026.
e Interviews to commence post 15" February 2026.

o Preferred candidate recommendation to Council for a decision post March due diligence
decision.

Alternative approaches that Council may wish to consider are recruiting a Transition Director
(followed by a permanent Chief Executive), or to delay recruitment until after March 2026.

3 The projected cost for the digital programme is excluded from this report to protect Council’s commercial
position.
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20. An options analysis is provided later in this report and Attachment 4 displays likely timing for
the various options.
Partnership with Tangata Whenua

21. As outlined in the approved WSDP and the Commitment Agreement, Council is working in
partnership with Tangata Whenua on the establishment of the proposed WO. Council and
WBOPDC held a joint hui with Tangata Whenua on 20 November 2025 to discuss options for
working together and invited Tangata Whenua to nominate representatives to work with the
councils.

22. This includes the development of a partnership plan and inviting Tangata Whenua
representatives to work alongside Elected Members to represent the interests of all Iwi,
Hapa, Maori entities, tangata whenua forums and whenua Maori trusts.

23. Tangata Whenua representatives were selected by Tangata Whenua through an expression
of interest process. A range of skills and knowledge were considered including
communication, understanding of Te Tiriti o Waitangi, strategic thinker, advocacy and
influence, matauranga and tikanga Maori, kaitiakitanga, analytical and critical thinker,
governance and management, knowledge of legislation and regulations, understanding of
infrastructure and environment management, and capacity and availability.

24. The selection panel appointed the following members:
¢ Kylie Smallman
¢ Hakopa Tapiata
e Shadrach Rolleston
e Rohario Murray
o Kiritapu Allan
e Roana Bennett
Establishment of a Joint Governance Group

25. The Commitment Agreement gave discretion to allow for the establishment of an Elected
Members Governance Group (EMG), with five members from each council (Council and
WBOPDC).

26. As the councils have agreed to work in partnership with Tangata Whenua, it is proposed that
the Commitment Agreement is amended to include the establishment of a Joint Governance
Group*. The members of the Joint Governance Group will include the members of the
proposed Elected Members Governance Group with the addition of the six confirmed
Tangata Whenua representatives.

27. A meet and greet with nominated Elected Members from each council and Tangata Whenua
representatives took place on the 3 December 2025.

28. The initial meeting of the Joint Governance Group (JGG) was held 8 December 2025, and
the following matters were considered:

e The Terms of Reference for the JGG

o Whether to establish a Shareholder Representative Forum
e Whether to issue an Interim Statement of Expectation

e Commercial Term Sheet

29. A further JGG meeting is planned for 22 December 2025. Further JGG meetings will be held
over the course of February and March 2026.

4 The provisions regarding the Elected Members Governance Group will remain in the Commitment
Agreement, allowing for this group to be activated at a later date if needed.
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30. The internal Elected Member working groups for each council meet regularly to discuss a
range of matters in preparation for the JGG meetings.

31. This report seeks Council’'s approval to enter into a variation of the Commitment Agreement
(Attachment 1) and the Terms of Reference for the Joint Governance Group (Attachment 2).
The Commercial Terms Sheet is provided as Attachment 3, and this records the matters
which will inform the drafting of the Shareholders Agreement and Constitution. Each matter is
classified as either a political decision (that will be supported by an issues and options paper)
or a commercial decision (that will come with a recommendation based on best/industry
practice).

PROJECT UPDATE

32. A cross-council project team has been stood up, consisting of staff from both Council and
WBOPDC, and work has been allocated to the following workstreams:

e Legal and Governance

o Digital and Customer

e Finance

e People and Workforce

o Asset Management and Operation Systems (AMOS)
e Communication and Engagement

e Tangata Whenua

33. A project update providing progress highlights and upcoming areas of focus for each
workstream is provided as Attachment 5. An initial establishment budget of $6.1m was
developed for the purposes of the Annual Plan 2025/26, and for inclusion in the Water
Services Delivery Plan and the Commitment Agreement (this figure does not include the
budget for the Digital Programme, which is discussed separately in a public excluded report
at this same 16 December Council meeting®).

34. Due to the change in timing for the establishment from 1 July 2026 to 1 July 2027, additional
staff time costs are anticipated to support the programme of work. Work is also underway
within each workstream to develop budgets from a ‘bottom-up’ perspective. Revised budget
estimates will be shared with Council as they become available.

STATUTORY CONTEXT

35. The matters in this report form part of Council’s overall response to the government’s Local
Water Done Well reform programme and associated legislation. There are no specific
statutory compliance matters to be considered in respect of this report.

STRATEGIC ALIGNMENT

36. Council’s overall response to the Local Water Done Well reforms supports delivery of the
following community outcomes.

Contributes

An inclusive city L]

A city that values, protects and enhances the
environment

A well-planned city that is easy to move around
A city that supports business and education
A vibrant city that embraces events

Uos X

5 The projected cost for the digital programme is excluded from this report to protect Council’'s commercial
position.
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37. This report, and the wider water reform programme, are part of ensuring Tauranga has water
services that are sustainable, affordable, well-planned and maintained, and of high quality.

OPTIONS ANALYSIS

38. In terms of the recommendations made by t

his report, the key decision is whether to proceed

with the recruitment process for the Establishment CE now versus either waiting until a
decision is made by Council and WBOPDC on due diligence at the end of March 2026 or
proceeding with recruitment of a Transitional Director ahead of a permanent CE.

39. As the ‘go-live’ date for the WO is 1 July 2027, a CE needs to be in place considerably ahead
of that date to enable the organisation to be fully operational as at 1 July 2027. For example,
IAWAI (the Waikato and Hamilton WO) have a ‘go-live’ date of 1 July 2026 and announced
the appointment of their CE in November 2025, with a start date for the position of 12

January 2026.

40. The assessment below sets out the advantages and disadvantages of each option.
Attachment 4 provides an approximate timeline for each of the following options.

Option 1 — Proceed with recruitment of the Establishment CE to preferred candidate stage.
Final appointment dependent on the outcomes of the due diligence decision in March 2026.

(RECOMMENDED)

Advantages

Disadvantages

e Having a CEO appointed early in the
establishment phase provides a strong
foundation for the on-going success of
the WO. The CEO will be involved in
shaping the WQ’s vision, governance,
and operating model.

e There is opportunity for the
Establishment CE to be directly
appointed into permanent CE position
for WO.

e There are a number of other WOs being
established and this ensures that
potential candidates can consider this
role alongside other opportunities.

¢ Most senior executives have a three-
month notice period. An early
recruitment process reduces the impact
of this time constraint on the final
appointment of a CE.

¢ Potential candidates may be concerned
that the appointment process is
dependent on the final due diligence
decision (end March 2026).

o Potentially a higher cost option than
option 2 due to salary costs.

Option 2 — Do not proceed with recruitment of

the Establishment CE until the Council and

WBOPDC have made the due diligence decision.

Advantages

Disadvantages

e Certainty that the role exists (or not)
as the final due diligence decision
would have been made.

e Potentially a lower cost approach, as
salary costs may not be incurred until
a later date (than in Option 1 and

e The skills required for this establishment
role are in tight supply and a delayed
recruitment process may mean a smaller
number of potential candidates.

e A delayed recruitment process may mean
that organisational decisions need to be

ltem 11.3

Page 56



Ordinary Council meeting Agenda

16 December 2025

Option 3)

e There is opportunity for the
Establishment CE to be directly
appointed into permanent CE
position for WO.

made ahead of the appointment of a CE.

Option 3 — Proceed with recruitment of a Transition Director to preferred candidate stage
Final appointment dependent on the outcomes of the due diligence decision in March 2026.
Recruitment of a permanent CE would commence June 2026.

Advantages

Disadvantages

e Ensures there is a dedicated
leadership resource for the WO
during the transition phase, ahead of
recruiting the CE.

Potential candidates may be concerned
that the appointment process is dependent
on the final due diligence decision (end
March 2026).

It is unlikely that a Transition Director will
have the necessary skillset to be appointed
into the ongoing CE role for the WO.

The skills required for the CE role are in
tight supply and a delayed recruitment
process may mean a smaller number of
potential candidates.

Whilst the salary of a Transitional Director
will be lower than that of an Establishment
CE, there will still be salary costs.

A delayed recruitment process may mean
that a number of organisational decisions
will be made ahead of the appointment of a
CE.

Likely to be the highest cost option, due to:

o additional recruitment costs, as will
need to recruit the Transition Director
and then the CE position.

o a crossover in the roles of Transition
Director and CE, leading to higher
salary costs overall.

LEGAL IMPLICATIONS / RISKS
41. There are no direct legal implications.

TE AO MAORI APPROACH

42. Council and WBOPDC have committed to work in partnership with Tangata Whenua on work
relating to the establishment of a WO. This report provides the details of Tangata Whenua
representatives and confirms the establishment of a Joint Governance Group.

CLIMATE IMPACT

43. There are no direct climate impacts resulting from the recommendations of this report.
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CONSULTATION / ENGAGEMENT

44. Engagement regarding the option of establishing a multi-council Water Organisation
occurred alongside Council’'s 2025/2026 Annual Plan consultation process.

SIGNIFICANCE

45. The Local Government Act 2002 requires an assessment of the significance of matters,
issues, proposals and decisions in this report against Council’s Significance and
Engagement Policy. Council acknowledges that in some instances a matter, issue, proposal
or decision may have a high degree of importance to individuals, groups, or agencies
affected by the report.

46. In making this assessment, consideration has been given to the likely impact, and likely
consequences for:

(a) the current and future social, economic, environmental, or cultural well-being of the
district or region

(b) any persons who are likely to be particularly affected by, or interested in, the decisions
of this report.

(c) the capacity of the local authority to perform its role, and the financial and other costs of
doing so.

47. In accordance with the considerations above, criteria and thresholds in the policy, it is
considered that the decisions are of low significance. The decisions proposed by this report
have been assessed as of low significance as they are procedural in nature and allow for the
implementation of matters in the previously approved Multi-Council Water Organisation
Summary Plan.

ENGAGEMENT

48. Taking into consideration the above assessment, that the decisions are of low significance,
officers are of the opinion that no further engagement is required prior to Council making a
decision.

NEXT STEPS

49. Depending on Council’s decision, begin a recruitment process for the position of a
Establishment Chief Executive for the proposed Water Organisation.

ATTACHMENTS

1.  Variation Agreement - Commitment Agreement - A19514289 [

2. Terms of Reference Joint Governance Working Group - A19514236 |
3. Commercial Term Sheet - A19514284

4. Recruitment timelines - A19514274 [

5. Project Update Report - LWDW - as at 5 December 2025 - A19514256 {
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1.4 Mount College 50m Pool Due Diligence

File Number: A19105023

Author: Cashy Ball, Principal Advisor to the Executive
Alison Law, Head of Spaces & Places
Susan Braid, Finance Lead Capital Performance and Community
Investment

Authoriser: Marty Grenfell, Chief Executive

PURPOSE OF THE REPORT

1. The purpose of this report is to present the findings of the due diligence work undertaken to
date on the Mount Maunganui Aquatic Centre Proposal, to develop a 50m outdoor training
pool at Mount Maunganui College.

2.  This report seeks either Council agreement to provide a one-off capital grant and ongoing
operational grant funding to subsidise the cost of the 50m pool. Or Council request staff
present a report to Council in early 2026, following resolution of outstanding actions.

RECOMMENDATIONS
That the Council:
(@) Receives the report "Mount College 50m Pool Due Diligence".
(b) Considers the outcome of the due diligence work undertaken to date.

(c) Confirms support for the Mount Maunganui College 50m training pool expansion
proposal, following due-diligence, including ongoing Council support to subsidise the
community use of the pool, with:

(i) a$4.945m +GST 10-year loan-funded operational grant for the pool construction,
paid to the Mount Maunganui Aquatic Centre Trust. Currently budgeted to be
phased over 2025/26 ($2.59m) and 2026/27 ($2.355m), although actual payment
of grant will be dependent on project delivery and linked to key project
milestones, and

(i)  up to $340,000 +GST annual operational grant, inflated annually, based on actual
net operational costs, on an ongoing basis to meet the extra cost of providing a
50m community pool. Starting with a 50% payment (up to $170,000 +GST) in
2026/27 to reflect the first half year of operation and 100% (up to $340,000
+GST) from 2027/28. Noting that the operational grant will not fully fund
depreciation.

Subject to the satisfactory resolution of:

. New lease agreed between the Mount Maunganui College Board of Trustees
(with Ministry of Education consent) and the Mount Maunganui Aquatic Centre
Trust that, at a minimum, includes the new pool footprint and provides an initial
term of 14 years and 364 days plus two 10-year rights of renewal (total potential
tenure of up to 35 years).

. Full capital funding for construction secured.
. Quantity Survey peer review - due by 23 December 2025; and

(d) Delegates authority to the Chief Executive to approve and execute the Funding
Agreement and Operating and Community Use Agreement on behalf of council,
consistent with the terms outlined in this report, including approving minor amendments
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within delegated authority.
OR

(e) Confirms continued in-principle support for the Mount Maunganui College 50m training
Pool expansion proposal, including ongoing Council support to subsidise the
community use of the pool. Instructs staff to report back to Council in the New Year for
a final decision, once the final due diligence tasks and agreements between parties
have been finalised, including the satisfactory resolution of:

. New lease agreed between the Mount Maunganui College Board of Trustees
(with Ministry of Education consent) and the Mount Maunganui Aquatic Centre
Trust that, at a minimum, includes the new pool footprint and provides an initial
term of 14 years and 364 days plus two 10-year rights of renewal (total potential
tenure of up to 35 years).

. Full capital funding secured.
. Finalised terms of the Funding and Operating and Community Use Agreements.
. Quantity Survey peer review completed.

(f)  Agrees to prioritise the school carpark expansion, at a capital cost of $296,982 +GST
as a Council funded enabling project, by reprioritising existing budgets through the
Annual Plan 2026/27. Noting that depreciation and maintenance costs of this carpark
expansion would not be the responsibility of Council.

EXECUTIVE SUMMARY

3.

This report asks Council to consider whether to confirm funding for the Mount Maunganui
College 50m pool proposal or defer a final decision until outstanding due diligence tasks are
complete. The project responds to long-standing community demand for a 50m pool,
confirmed through engagement and surveys. The facility will primarily serve structured
aquatic user training, freeing up lane space at Baywave and supporting training for major
events and training camps. Delivery is community-led by the Mount Maunganui Aquatic
Centre Trust (MMACT), with Council providing financial support and oversight.

Current Position

4.

Preliminary design and engineering work is complete. Construction cost is estimated at
$7.1m, with Council’s contribution capped at $4.945m. A funding gap of $2.155m remains.

Currently, operational modelling indicates an annual operating cost of $596,000, against
projected revenue of $300,000, leaving a residual loss of $296,000, excluding any renewals
funding. Council is asked to consider an annual operating grant of up to $340,000 +GST,
which would mean that some money may be available to put in a Council held reserve for
renewals. Financial sustainability will depend on user uptake, geothermal heating, and
additional revenue streams.

Outstanding Actions

6.

Several critical dependencies must be resolved before Funding Agreements can be finalised
or Council funding can be released. These include:

. External Funding: Confirmation of TECT’s $1.2m application and other contributions to
close the $2.155m funding gap.

. Legal Agreements: Completion of negotiations with the Ministry of Education (MoE)
and execution of a new lease between the Board of Trustees (with MoE consent) and
MMACT that, at a minimum, includes the new pool footprint and provides potential
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tenure of up to 35 years; and finalisation of the Funding Agreement and the Operating
& Community Access Agreement.

° Cost Verification: Peer review of Quantity Survey due 23 December. Residual risk of

cost escalation remains, but Council’s contribution is capped. Renewals costs and
subsequent funding of renewals need to be finalised. Operating costs may reduce if
geothermal heating utilised.

. Operational Model: Pricing and scheduling frameworks still to be finalised. Revenue
assumptions depend on major user groups shifting training from Baywave, discussions
with key user-groups still underway.

° Community Access: KPIs and pricing for equitable access to be embedded in
agreements.

Residual Risks

7.

Despite the mitigation actions taken to date, some risk remains, including:

. Land Tenure: Negotiations to date indicate that key MoE lease terms, particularly
termination provisions, permitted use, and the absence of Council step-in rights may
not be able to be amended. While the proposed lease provides potential tenure of up to
35 years, long-term community access cannot be guaranteed. Council staff are
continuing conversations with MoE to see if these risks can be minimised through
variations to lease terms.

° Financial Sustainability: Operating deficit could utilise most of the proposed operational
grant, especially in the first three years, without including renewals funding. Renewals
funding remains uncertain.

o Timing: Delays in resolving lease, funding, or QS review could impact procurement and
delivery, risking missing the 2026/27 summer target and resulting in potential cost
escalation.

BACKGROUND

Community demand for a 50m pool

8.

10.

Competitive and club swimmers have voiced demand for a 50m pool in Tauranga since
before the development of Baywave in 2001. However, through both the Baywave Aquatic
Centre and now the Memorial Park Aquatic Centre design phase, combining a 50m pool
within an indoor aquatic centre has been considered unaffordable for the community.

Feedback that the Council has received through various Long Term Plans and user-group
engagement has continued to highlight the community demand for a 50m pool.

In late October to early November 2024, the Council undertook a community survey targeted
specifically at the aquatic needs of the whole community. This survey received a significant
5,292 responses from a broad range of community members, including existing aquatic
users (75%) and non-aquatic users (25%). The key takeouts from the survey relevant to this
proposal include:

e 73% of respondents think we need more aquatic facilities in Tauranga, of these -
o The second highest priority pool feature was an Indoor* 50m lane pool.

o 45% of respondents had an indoor* 50m lane pool in their top 3 ranked
features.

o Of the 2,511 ‘other pool features’ provided, a 50m pool was mentioned 4x more than
anything else - 929 additional suggestions for a 50m pool.

*Note the survey specifically asked about an ‘indoor’ 50m pool.
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11.

12.

Council’'s Annual Resident Survey in 2024 showed a decline in visitation for Council’s
swimming pools. The narrative provided by residents suggests that this decrease is due to
the lack of availability of lanes at the time of visit, outdated facilities and high costs.

Targeted engagement was undertaken during January and February 2025 regarding the
structured swimming and water sports community’s aquatic needs:

o Opverall, it was clear that the needs of different user groups varied dependent on
sport. A variety of facilities, through a coordinated network approach, is required to
meet aquatic user needs.

e For the swim clubs and surf clubs, a 50m pool is a high priority. For these clubs, a
50m pool would not mean they stop using other Council pools, but they will no longer
need to travel to Rotorua for training in preparation for long-course events. For some,
there is a desire for an indoor competition grade 50m pool.

o Depth is a greater priority for water-sports and for some, being indoors is important.
Storage, dry land space and seating are also important. Providing 2-3m deep pool
space indoors would be ideal for these groups.

o Across all users there is a common perception that lane availability is an issue, and
this may be helped with the provision of any new lane space.

Mount Maunganui Aquatic Centre Trust’s 50m pool proposal

13.

14.

Following a strong community response requesting a 50m pool, the Mount Maunganui
Aquatic Centre Trust (MMACT) has identified an opportunity to work with the Council to
provide an outdoor 50m training pool, at Mount Maunganui College. MMACT presented a
proposal (attachment 1) for Council’s consideration to the Council meeting on 27 May 2025.
The proposal presents an opportunity for the Council to support the provision of a 50m
training pool for the Tauranga community, without having to meet the full cost of building and
maintaining the pool.

The Council resolutions at the 27 May 2025 Council meeting included that the Council:

f) Confirms in-principle support for the Mount Maunganui College 50m Pool expansion
proposal, including ongoing Council support to subsidise the community use of the pool,
with:

i. a $4.945m initial 10-year loan-funded operational grant for the pool construction,
paid to the Mount Maunganui Aquatic Centre Trust over 2025/26 ($2.59m) and
2026/27 ($2.355m), and

ii. upto$340,000 annual operational grant, based on actual net operational costs,
on an ongoing basis to meet the extra cost of providing a 50m community pool,

as outlined in the Mount Maunganui Aquatic Centre Trust proposal (attachment 4).
Subject to: Annual Plan decisions and their impacts on the balanced budget financial
benchmark, formal support for the proposal from Ministry of Education and Mount
Maunganui College Board of Trustees, and the outcomes of resolution (g).

g) Instructs staff to continue further due diligence and financial modelling, and to work with
the Mount Maunganui Aquatic Centre Trust to finalise a funding agreement that provides:

i. the legal and financial framework for the upgrade and ongoing operation of a new
50m pool,

ii. long-term confidence to the Mount Maunganui Aquatic Centre Trust and the
Council regarding the financial sustainability of the proposal, and

iii. fair, equitable and safe community use of the pool, including non-structured
community open use.
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h) If resolution (f) and (g) are not successfully implemented, signal in-principle support for
option 2, 33m pool expansion to a wider 33m x 25m pool in 2025/26 and 2026/27
approving:

iii. an initial 10-year loan-funded operational grant of $2.6 mil for construction, and

iv. an ongoing operational grant of up to $20,000 to cover the additional cost of
meeting PoolSafe requirements,

as the alternative preferred option. Subject to Annual Plan decisions and their impacts
on the balanced budget financial benchmark and formal support for the proposal from
Ministry of Education and Mount Maunganui College Board of Trustees.

OBJECTIVES OF THE 50M POOL

15.

16.

17.

18.

The primary offering of the 50m pool will be providing for 50m lane swimming training. This
unique offering for Tauranga will enable our top level, competitive swimmers to train in a pool
that is consistent with national swimming competitions.

In addition to specific long-course event training, a 50m pool also provides enhanced fitness
training for all aquatic users. This will benefit the large range of aquatic users in the city,
including surf life-savers, triathletes, underwater hockey and water polo. Opportunities to
enhance high-performance sport through access to a 50m pool are far reaching.

The pool will also be a valuable community training asset in the lead up to and during major
national and international sporting events including the upcoming world triathlon series, surf-
lifesaving competitions, training camps for national and international athletes, for example
high-performance water-polo. All of which can bring financial and social benefits to the city.

The provision of a 50m pool within the city’s aquatic network will have an impact on the wider
pool network. Consultation with structured aquatic sport users identified that a range of clubs
would look to shift at least some of their training sessions to the 50m pool. For current
Baywave users there is potential for a large portion of training moved from Baywave to the
50m pool if the funding model, scheduling and access are well managed. Based on best
estimates, it is likely that up to 115 lane hours per week of training could move from Baywave
to the 50m pool, and this space at Baywave would be expected to be filled straight away by
other users (both structured use and lane swimming).

STATUTORY CONTEXT

19.

Council is not statutorily required to provide aquatic facilities. However, in making this
decision Council must comply with the decision-making obligations in sections 76—79 of the
Local Government Act 2002, and the financial management and funding principles in section
101, including consideration of the long-term costs, funding sources and financial
sustainability of the proposal. The provisional Council grant to MMACT to support the 50m
pool is included in Council’s Annual Plan 2025/26.

STRATEGIC ALIGNMENT

20.

This contributes to the promotion or achievement of the following strategic community
outcome(s):

Contributes

We are an inclusive city v
We value, protect and enhance the environment

We are a well-planned city that is easy to move around
We are a vibrant city that embraces events

We are a city that supports business and education

AR
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21.

22.

23.

24.

The provision of aquatic facilities contributes significantly to community well-being, creating a
thriving environment and contributing to community safety, health, social connection and
enjoyment.

Current aquatic network planning (based on catchment analysis and condition assessments)
supports the Mount College 50m Pool expansion delivering a unique service (50m training)
alongside the suite of existing aquatic offerings and further project upgrades for other aquatic
facilities — Otimoetai (upgraded), Memorial Park Aquatic Centre and in the future - Wairakei
and Tauriko. There is currently $94m in 2041-44 for a new community aquatic facility.

The 50m pool will expand the aquatic facilities available within the city, meeting the needs of
a wider community. The pool will also specifically support training for sporting events,
specifically with the upcoming World Triathlon Series and other national and local sporting
events. The pool will also be a valuable addition for school use, both the Mount Maunganui
College and other local schools, and will expand the capacity for learn to swim through to
high performance training.

Delivering a stand-alone indoor 50m pool would cost Council significantly more money to
build and operate alone. Delivering a pool through a school means that off-peak times
(during school hours) the pool is still being well utilised. This proposal does not meet the
community demand for an indoor event 50m pool facility, which would be a much more costly
project, and the school location would not be ideal for that facility. Council may consider an
indoor 50m pool capable of hosting large events in future years as part of the Aquatic
Network Plan. However, this proposal presents a relatively quick and value for money
solution to meet the majority of the 50m pool community training demand. Council funding for
community pools to subsidise user-fees is common practise, with all Council pools operate
by Bay Venues being subsidised by rate-payer funding to ensure affordable access for the
community.

WORKING GROUP

25.

26.

Since the Council resolution on 27 May 2025, a working group has been meeting comprising
the Deputy Mayor and Councillor Schuler, Council staff, MMACT, Mount Maunganui College,
New Zealand Commercial Construction Limited (NZCCL) (construction) and Omanu Swim
Club (operation). The group has also been engaging with the Ministry of Education (MoE),
Bay Venues and user-groups as required.

The focus for the working group has been to work through the due diligence requirements
identified through the 27 May 2025 Council report, and develop a concept that is financially
robust, sustainable, maximises community benefit and safeguards community investment.

DUE DILIGENCE ON THE PROPOSAL

27.

The Council report of 27 May 2025 identified the need for due diligence covering three key
components of the proposal: the legal and financial framework, financial sustainability of the
proposal, and fair, equitable and safe community use of the pool,

Dashboard Summary

Assessment Area Status Key Conditions / Actions

Legal & Financial Continue negotiations with the Ministry of Education on the
Framework Partially | lease. Confirm Council’s tolerance for the level of residual risk

resolved | that may remain in the lease. Finalise and execute funding
agreement and Operating & Community Access Agreement.

Financial Secure all external capital funding, complete QS peer review.
Sustainability Partially | Confirm operating cost assumptions, including the impact of

resolved | geothermal heating. Include robust reporting and audit
requirements in the agreements. Finalise the approach to
renewals obligations and funding.
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Fair, equitable and
safe community
access

Partially
resolved

reporting

Through Operating and Community Access Agreement, confirm
KPIs for community use, the pricing and scheduling framework,
the visibility of the booking system, and PoolSafe compliance.
Establish ongoing mechanisms for Council oversight and

THE LEGAL AND FINANCIAL FRAMEWORK

28.

Various legal structures were reviewed by the Working Group to ensure the framework met

the requirements of each party. The proposed framework, Community-Led Delivery, is
consistent with MMACT’s original proposal. The project remains community-led, with
MMACT responsible for delivery and ownership of the improvement works on the pool, the
college will provide land tenure through MoE consent (lease), and Council will provide both
capital and operating support linked to community outcomes.

29.

Ownership of the pool will continue to sit with Mount Maunganui College, as the facility is

located on Ministry of Education land. MMACT will hold the lease from the College (with MoE
consent) and will be responsible for managing the facility. Omanu Swim Club will then
operate the pool under a licence from MMACT.

30.

The key agreements required to formalise this structure, including the lease, funding

agreement, and operating and community access agreement, are still under negotiation.

Deed of Lease:

31. The lease is between the Mount Maunganui College Board of Trustees (as Landlord) and the
Mount Maunganui Aquatic Centre Trust (as Tenant), with the Ministry of Education providing
consent under section 162 of the Education and Training Act 2020. The lease requires
MMACT to maintain and manage the pool while ensuring College access during school
hours. The Ministry has advised that the lease must remain in its standard form, and that the
majority of key provisions cannot be amended. The permitted use is restricted to “swimming
school business”, with any additional educational or community use requiring case-by-case
written approval from the College. The lease provides a 15-year (14 years and 364 days)
initial term, with two further 10-year rights of renewal, giving a potential maximum tenure of

35 years.

32. The following table identifies a summary of potential risks with the proposed lease and MoE’s
response. Staff propose to continue negotiating with MoE to see if some common agreement
can be reached. It would be useful to have Council’s view on the level of risk appetite for
these issues:

Clause ‘ Potential Risk MoE response

Permitted The lease only allows MMACT to Lease cannot be amended — other

use operate a swim school. purposes can be approved by the
MMACT/Omanu Swim Club will be Board of Trustees, from time to time.
operating outside the lease terms

Termination | The proposed lease does not allow The lease cannot be amended to

rights Council to step in or take over include step-in rights or pre-
operations if MMACT cannot continue. | approved assignment to Council (or
This creates a continuity risk for a CCO). MoE may choose to sign a
Council’s investment lease with Council in this scenario.

Continuity of | If anything should lead to MMACT no | Lease cannot be amended to allow

operations longer being able to manage the pool, | Council step-in rights. In this

(step-in and | the lease will be terminated, rather eventuality, MOE may choose to

assignment) | than Council being able to take over sign a lease with Council.

33. The lease does not currently explicitly provide for the type of use proposed by the Trust
(namely other user-groups hiring lanes, or open community swimming). Whilst it is likely that
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34.

35.

36.

the proposed operation would still operate as proposed, it must be acknowledged that this is
outside of the lease terms.

The lease includes a number of broad termination rights for the Board of Trustees and the
Secretary for Education, including termination for educational repurposing, uneconomic
repairs, or damage and destruction. Although the College has indicated verbally that early
termination is unlikely, these clauses cannot be amended and create a risk to Council’s
capital and operational investment.

Whilst step-in rights have been proposed, to enable the Council to step-in and take over the
lease and operations should MMACT no longer be in a position to do so, this is not able to be
provided for in the lease. This intention can be included in the Council’s funding agreements
with MMACT, but this will not impact the lease. Again, verbal assurance has been provided
that, should this eventuality occur the College would support Council, or an appropriate
alternative, stepping-in and taking over the lease. However, this is a remaining risk.

Council staff are continuing conversations with MoE to see if these risks can be minimised
through variations to lease terms. Council will need to consider whether the level of residual
risk in the MoE lease framework is acceptable.

Funding Agreement (Capital):

37.

The final details of the Funding Agreement are still to be determined, but the Agreement is
proposed to include:

¢ Milestone-based payments, with Quantity Surveyor approved drawdown reports
providing assurance of work.

e Quarterly financial reporting during construction.

e A quality assurance process to enable a Council representative to assess and
physically audit work underway.

¢ Requirement for payments to be made subject to receiving receipts and proof of work
completed.

¢ Requirement for Council staff to review contracts and insurance arrangements.
e Proof of full funding commitment prior to Council providing any funding.

e Subject to Building Consent prior to Council providing any funding.

Operating & Community Access Agreement:

38.

The final details of the Operating and Community Access Agreement are still to be
determined, but the Agreement is proposed to include:

o Community use performance measures and reporting requirements, with targets to be
met to release funding.

e Council approval of the fee pricing framework and visibility of booking system.

o Open-book approach to operating and revenue to substantiate operational grant
requirement.

o Requirement to gain, retain and comply with PoolSafe accreditation and a minimum
maintenance schedule including water testing.

e Asset Management Planning requirements, including renewals funding
¢ Inclusion of a Council representative to attend MMACT Board meetings

e Agreement that, should MMACT be unable to continue managing the pool, full
cooperation would be provided to transfer management to Council, or a suitable
replacement, subject to MoE agreement to transfer the lease.

¢ Ongoing operational reporting to ensure transparency and responsible use of
ratepayer funding
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Conclusion

39.

Legal and governance arrangements are partially satisfied. The final wording of the
agreements are still being finalised, but the intent is outlined above. The risks associated
with the lease arrangement have not been mitigated to date and staff will continue
negotiating with MoE to mitigate the risk. However, Council will need to consider the level of
risk in accordance with its risk appetite, if negotiations with MoE fail to mitigate these risks.

FINANCIAL SUSTAINABILITY OF THE PROPOSAL

Construction costs

40.

41.

42.

Preliminary design work is complete, and engineering investigations have been funded by
Council to confirm construction feasibility and cost assumptions. Final pool, heating, filtration,
and carpark designs have been provided by NZCCL, with an independent Quantity Survey
(QS) completed by PHC Ltd - Quantity Surveyors and a peer review currently underway by
Rider Levett Bucknall (RLB). Procurement and construction will be managed by the MMACT
appointed contractor, and will be subject to Council review of contracts and insurance
arrangements.

The independent QS of the pool construction quote estimated the construction cost at $7.6m.
This is $500,000 above the quote from NZCCL ($7.1m). The QS from PHC notes that the
favourable pricing reflects NZCCL'’s relationship with both MMACT and suppliers. The
independent peer-review of the QS is still underway. There is a residual risk that the actual
construction cost exceeds the quote, and if Council approves funding capped at $4.945m,
the requirement to fund any additional costs will fall on MMACT.

The design incorporates energy-efficient filtration systems, with geothermal bore heating
being proposed. Use of solar is also being investigated. If implemented, use of solar and
geothermal would require an updated renewals and operating cost plan but are expected to
reduce operating costs. A renewals plan is already in place to support long-term asset
maintenance.

Funding

43.

44,

The construction cost is $7.1 million, with Council’s contribution capped at $4.945 million
over two years. A funding gap of $2.155 million remains, requiring confirmation of external
funding. The Trust has applied to TECT’s Facilities of Regional Significance Fund for $1.2m
and this will be considered at the TECT Board’s meeting in December, with a response
expected before Christmas. Early indications suggest a high level of support for the project.
The Omanu Beach Charitable Trust has provisionally agreed to underwrite a shortfall in
funding of approximately $250,000 whilst fundraising continues.

If the $1.2m TECT funding is successful, funding of $955,000 is still required. MMACT are
actively pursuing additional funders and are very confident the remaining funds will be
obtained. The Funding Agreement proposes that all funding be secured prior to Council
releasing funds. That provides Council confidence that extra funding will not be required from
the Council to finalise the project.

Operational

45.

46.

To inform the likely annual operational grant that MMACT will require from the Council to
operate the pool, investigations have included reviewing the operating cost assumptions and
the expected revenue income.

Operational costs of a 50m x 25m pool will be significantly higher than the current 33m
college pool. As a result, expertise had been sought from Aquatics specialists at Beca and
Visitor Solutions, to ensure the cost assumptions are grounded in best practice and technical
modelling. The total operating cost is anticipated to be $596,000 per annum, with an
additional annual cost still to be finalised to fund specific renewals over 50 years. Of the
operating cost, the largest component currently is in electricity costs — with $214,000
calculated to run the pool via large heat pumps. MMACT proposes to utilise geothermal
bores for heating, which could significantly reduce the operating cost.
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47. Assumptions regarding revenue have been calculated utilising feedback from key aquatic
users. Actual usage cannot be guaranteed, however the strong community desire for a 50m
pool, coupled with targeted engagement can provide Council with a level of confidence that
the pool will be well utilised. This will require a good pricing structure, scheduling and access
model. Conversations to date have informed various funding models which suggest that the
pool could be expected to generate between $250,000 to $300,000 in user-group fees,
depending on pricing structure, pool usage and effective scheduling. In addition, the school
has agreed to fund $45,000 towards the pool’s operation.

48. Conversations with key user-groups will continue, to provide greater confidence around
revenue assumptions. However, it’'s important to note that the financial viability of this project
and the benefit of freeing up space at Baywave, are dependent on large user-groups moving
a large portion of their training from Baywave to Mount College Pool.

49. Applying conservative measures to inform a prudent Council decision, Council might assume
an operating cost of $600,000, off set by revenue of $300,000 (including school’s
contribution). This would leave an annual deficit of $300,000, slightly lower than the original
estimate of $340,000 in the MMACT'’s original proposal. However, this does not account for
the annual funding of renewals.

50. Whilst funding renewals is essential to ensure future sustainability of the facility, Council may
consider that not fully funding depreciation is appropriate as the pool is not a Council asset.
An estimate for renewals funding specific component parts necessary to keep the pool
operating suggests annual renewals funding of $163,000, subject to finalisation. The
renewals funding requirement may be reduced because this is a community-led project, and
as such the Trust may be able to attract external funding for their key renewal projects.
However, this is not guaranteed, and MMACT may revert to Council if alternative funding
was not forthcoming and appropriate renewals reserves had not been accumulated.

51. The amount of annual operational grant required to fund the annual operating deficit should
reduce over time. The use of the pool is likely to increase over time, bringing more revenue.
If MMACT install a geothermal bore this could significantly reduce the operating costs.
Opportunities for additional revenue from training camps, or summer community open
swimming might also reduce the operating deficit. This may enable a greater portion of
Council’s operating grant to be set aside for renewals

52. If Council sets a maximum operating grant, MMACT would then be responsible for funding
any shortfall. However, if the operating deficit is less than calculated, any Council funding not
required to fund the annual operating deficit would be directed into a Council held renewals
account. If the deficit and renewals funding are less than Council’s maximum operating grant,
Council would pay less to MMACT that year.

53. Operational support of up to $340,000 +GST annually is proposed to cover additional costs
of providing a 50m community pool.

Conclusion

Financial analysis is partially satisfied. Full project costings have been received including an
independent QS. Work has been undertaken to substantiate both the expected revenue and
operating costs of the pool. Work still to be confirmed includes securing additional external
funding, assessing the operational cost reduction by using geothermal bores, finalising
annual renewals costs, completing QS peer-review, embedding robust reporting
requirements and quality assurance processes in the funding agreement, and continuing
conversations with key users to increase confidence in the revenue assumptions.

FAIR, EQUITABLE AND SAFE COMMUNITY USE OF THE POOL

Community Access

54. Council is considering supporting the project because the proposal aligns with Council’s
strategic objectives for community wellbeing and active lifestyles. Strong community demand
for a 50m pool has been confirmed through Long Term Plan feedback, user-group
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55.

56.

57.

58.

59.

engagement, and the October-November 2024 aquatic needs survey (5,292 responses),
where an indoor 50m pool ranked as a top priority. Targeted engagement with structured
aquatic users reinforced the need for long-course training capacity.

The operating model will rely on MMACT and Omanu Swim Club, with Council providing
ongoing operational funding support and oversight. Key agreements to secure fair and
equitable community access, including non-structured open use, have been discussed and
are being included in the Operating and Community Access Agreement. Health and safety
compliance (including PoolSafe standards and appropriate lifeguard arrangements) are a
prerequisite to Council funding.

Ensuring fair and transparent access to lane hireage is the responsibility of Omanu Swim
Club as the facility operator. However, Council will oversee this, with KPlIs set through the
Operating and Community Access Agreement to ensure a range of users are provided
appropriate access. Council oversight will also extend to the pricing structure, which will be
set at a rate that maximises use of the pool whilst covering the greatest amount of operating
costs.

Aquatic user-groups have been engaged with, to ensure that the proposal will meet the
needs of these groups. 50m lanes will fill a gap in the Tauranga market currently for
competitive training and fithess swimmers, whilst the significant increase in overall lane
space will be beneficial for many users.

The focus of the pool is as a training pool, and as such the majority of community use is
anticipated through user-groups. This has several operational benefits that help the financial
viability of the pool. This will also have a wider benefit for community users of other Council
pools, particularly Baywave, as lane space will be freed up for other users (both structured
and lane swimming).

General community open swimming (swimmers not associated with a club) is proposed to be
restricted to dedicated hours on the weekend, or during summer holidays. However, this will
remain a flexible component of the operation, to be adjusted in line with demand and lane
availability.

Conclusion:

60.

Community access is not yet finalised. Assurance will be provided through the Operating and
Community Access Agreement. The Agreement will require MMACT to continue working with
Council to evolve the approach to community access and establish a transparent pricing
framework that ensure affordable and equitable access for users.

OPTIONS ANALYSIS

Option 1 — Approve funding for the 50m pool

61.

62.

Provide a commitment to a capital grant of $4.945m and an ongoing operational grant of up
to $340,000+GST, and delegate to the Chief Executive to sign the relevant funding
agreements, subject to the satisfactory resolution of the following actions:

e Updated lease signed between Ministry of Education and MMACT that satisfactorily
meet’s Council’s requirements, including at a minimum the new pool footprint and
extends the lease tenure to 35 years.

e Full capital funding secured outside of Council's contribution
e QS peer review

Advantages - This option provides the greatest level of certainty to the Trust and allows for
the project to commence, once the necessary actions have been completed. The first step in
the construction process is ordering the Myrtha pool from overseas, and the earlier in the
New Year that can be completed, the more likely the pool can be in and operating for
summer 2026/27, minimising disruption for the school and current pool users. Note the Trust
would like to order the pool in January 2026.
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63.

Disadvantages - There are still a number of actions outstanding and Council may wish to
understand the outcome of those processes prior to finalising commitment to the project.
This may be particularly relevant where the outcome will impact the financial sustainability of
the project. An additional requirement could be that the Elected Members on the Working
Group make a recommendation to the Chief Executive prior to signing the funding
agreements.

Option 2 — Reaffirm support but delay decision for a 50m pool until early 2026

64.

65.

66.

Request a report be provided to Council in early 2026 outlining the final outcome of those
actions still outstanding, signalling an ongoing in-principle intention to provide funding for a
capital grant of $4.945m and an ongoing operational grant of up to $340,000, depending on
the outcome of the work still underway.

Advantages - This approach continues to signal Council support to the Trust and allows
further actions to be undertaken. It provides Council assurance that full information will be
brought back to Council prior to a final decision being made, including greater confidence
around ongoing financial sustainability.

Disadvantages - This approach may delay the project, if all outstanding actions have been
completed and there is a gap before a scheduled Council meeting. This is more likely over
the Christmas break with nearly 2 months between Council meetings. If the project is
delayed, there is a risk that the pool may not be ready for Term 4 2026. There is also the
potential for cost escalations if the project is delayed. However, the risks associated with a
delayed project are more likely to come as a result of outstanding actions (for example full
funding secured or finalising agreement with the MoE) rather than Council delaying a
decision.

Options 3 — Revert to a 33m pool

67.

68.

69.

Revert to supporting the 33m pool proposal, on the basis that the financial sustainability and
due diligence undertaken has been unable to provide assurance to Council’s satisfaction, as
signalled in Council’s resolution of 27 May 2025. The 33m pool proposal included an initial
10-year loan-funded operational grant of $2.6m for construction, and an ongoing operational
grant of up to $20,000 to cover the additional cost of meeting PoolSafe requirements,

Advantages - This option would limit the Council liability in terms of upfront capital grant
and ongoing operational grant. It also significantly reduces Council’s involvement in the
ongoing operation of the pool as the annual operational grant is linked only to specific
PoolSafe costs, not the costs of running the pool. It would enable the Trust to commence the
33m pool expansion with certainty.

Disadvantages - This option does not achieve a 50m pool for the Tauranga community,
removing both 50m training lanes and the significant increased aquatic network capacity.
Whilst Council’s involvement would be reduced, outstanding actions related to the lease
agreement with MoE and confirmation of full funding would still be a requirement of Council
funding.

CARPARK

70.

The design of the expanded pool means that the facility extends onto an area of school land
currently used for staff parking, removing 12 carparks. As a condition of the project being
undertaken, the school require that their overall parking capacity is maintained. To fulfil this
requirement, Council will extend the existing staff carpark west into Council owned Macville
Park. This will create nine new carparks to offset the 12 carparks lost. The cost of this project
is $297,000 +GST and Council staff are proposing to fund this work within existing capital
budget, offsetting the cost through reprioritising funds underspent within the Spaces and
Places activity. This capital budget variation will be made through Council’s 2026/27 Annual
Plan.
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71.

72.

The extension to the school carpark into Macville Park will be owned by Council, with the
College funding the ongoing maintenance and renewals. The carpark will be available for use
by the public outside of school hours, to use the pool or Macville Park.

Up to five additional carparks within the existing Macville carpark will also be marked for
school use during school hours, to offset the remaining carpark shortfall. The cost of this
marking will be covered as part of Council’s regular maintenance schedule.

FINANCIAL CONSIDERATIONS

High-level Financial Summary

Estimated construction costs and funding:

$ Commentary

Construction

Council Contribution $4.945m | Council contribution capped (loan funded
operational grant)

External Funding $2.155m | Trust applying to TECT regional fund for $1.2m

Pool Construction $7.1m

Carpark

Carpark expansion $0.3m Undertaken as a separate project and funded
within existing capital budget

Based on current modelling and discussions with users, the following table outlines the potential
operating cost and application of annual operating grant:

73.

74.

Ongoing operation

Estimate Annual Operating $596,375

Cost

Annual Renewals Plan $163,109 | Based on a 50-year renewals plan for core
components — Note this figure doesn’t take into
account inflation or geothermal

Total annual cost $759,484

Estimate Annual Revenue $300,000 | Include $45,000 contribution from the college

Residual Loss (including $459,484 | $340,000 capped annual operational grant

renewals) (shortfall if funding core renewals)

Residual Loss (excluding $296,375 | Loss if not funding renewals (leaving $44,000 of

$163,109 renewals) Council’'s $340,000 grant for renewals funding)

The construction cost of $7.1m will require $4.945m of Council loan funded opex funding.
This is provided for through Council’s current budgets, with $2.59m contained in this year’s
Annual Plan (2025/26) and $2.355m proposed in Council’s 2026/27 Annual Plan. Actual
payment of the loan funded opex grant will be subject to meeting milestones and will not
necessarily align with this planned phasing.

The base case financial model for the 50m pool (excluding open community swimming)
projects total annual revenue of $300,000 (including the school’s $45,000 contribution — note
these revenue assumptions are still being reviewed) against total operating costs

of $759,484, resulting in a residual operating loss of $459,484. The model includes an annual
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75.

76.

renewals allocation of $163,109 (to be finalised) within the operating cost, to be held by
Council in a renewals reserve.

Through the Council’s 27 May resolution, Council approved in principle a grant of up to
$340,000 +GST per annum based on assumed net operating shortfall. Under the current
base case, it is predicted that the residual loss (excluding renewals) will not exceed the
$340,000, however this does not allow for funding renewals. Council may decide to increase
the operational grant cap to match the anticipated renewals requirement, once confirmed, or
cap the operational grant and require the Trust to manage operational costs, renewals and
revenue in such a way as to cover the shortfall, or seek alternative external funding.

The Council operational grant could be used to cover annual operating costs, with any
additional funds from the operational grant being put aside for renewals.

Key modelling assumptions:

77.

78.

79.

80.

81.

82.

Capital costs are based on costings provided by NZCCL, the construction company tasked
with building the pool. The costs include $100,000 of contingency and that contingency
would be removed from Council’s funding portion if not required through the project. The
project costings have been subject to an independent quantity survey by PHC Ltd and then
an additional peer-review is being completed by RLB. The outcome of the independent peer
review of the QS is due on 23 December 2025.

Revenue reflects expected user bookings and the school contribution. The user bookings are
an assumption based on conversations with key user groups. There is no guarantee of
bookings, and it may take some time to transition to the full schedule. Open community
swimming and training camps are not yet included in revenue. Open community swimming
will be implemented using a membership model during term times and open for recreational
swimming during summer holidays. Training camps would be required to bring additional
revenue compared to regular bookings.

Lifeguard costs are not included in the operating costs, as the proposed operating model
requires user-groups to provide their own life-guard services, with support for training
provided by Bay Venues. Paid lifeguards will only be utilised when open community
swimming occurs, and the revenue from open community swimming would off set the cost of
lifeguards. The base case excludes open community revenue.

Operating cost inputs are based on assumptions developed between the MMACT, Omanu
Swim Club and reviewed by Bay Venues and Visitor Solutions, with technical input from
Beca.

The renewals plan provides for major components such as filtration and heating on 15 year
cycles. The annualised renewals requirement of approximately $163,109 is still to be finalised
and would be held by Council in reserve.

Geothermal bore heating is proposed by the Trust. If implemented, the renewals and
operating cost plan would be updated from the current heat pump costs.

LEGAL IMPLICATIONS / RISKS

83.

The risk analysis done on this project across design, construction, funding, and operational
phases meant that most risks could be mitigated or were low risk. However, some, residual
risks remain that Council should note:

(@) Funding certainty — External contributions (e.g. TECT’s Regional Facilities Fund) are
not yet confirmed. Council’s decision will need to be conditional on securing these
funds.

(b) Cost escalation — Despite independent QS reviews, construction cost overruns remain
possible. The funding agreement should cap Council’s contribution at $4.945m.
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84.

(c) Operational sustainability — The Trust and operator have limited financial capacity.
Quarterly financial reporting and clear KPIs for community access should be embedded
in agreements.

(d) Financial Sustainability — The Working Group are still finalising the likely cost of
renewals and operational costs if a geothermal bore is utilised, and revenue
expectations. Unfavourable variances in renewals and revenue will impact the financial
viability of the pool.

(e) Land and access dependencies — The pool is on Ministry of Education land; while
assurances have been provided, any future change in school or MoE priorities could
impact community access. This risk cannot currently be mitigated, but conversation will
continue with MoE.

(f)  Delivery timing — Delays in QS peer review, MoE agreement or external funding could
push the Funding Agreement beyond December, affecting procurement timelines.

Mitigation actions to date include:

Agreement with MoE to increase tenure to 35 years.

Early and frequent meetings between key parties.

Strict funding agreement clauses (including step-in rights and PoolSafe compliance),
Independent Quantity Survey reviews.

Pre-funding early engineering work to minimise construction unknowns.
Technical reviews of operating and revenue models.

Review of MMACT, Omanu Swim School, and NZCCL as key partners.
User-group engagement.

. Negotiated ongoing Council involvement in the pool governance.

These measures aim to reduce residual risk, but Council should note that some
dependencies remain outside its direct control.

TE AO MAORI APPROACH

85.

86.

87.

As a funder, Council cannot control the delivery of the pool construction. However, the
following principles have been considered through the project:

Tdmanako - The Operating & Community Access Agreement will be worded to ensure
equitable community access to the pool for a variety of aquatic users. This may enable the
use of the pool to advance traditional water activities, for example waka ama training, whilst
also responding to general community aspirations for greater aquatic facilities.

Manaakitanga — The pool expansion will increase the network capacity for learn to swim
training in the city, contributing to increased safety of our people around the extensive bodies
of water that surround the City.

CLIMATE IMPACT

88.

The use of energy efficient filters is included in the design, alongside large energy-efficient
heat pumps. However, geothermal bore heating is proposed which could significantly reduce
the carbon footprint of the ongoing pool operation. Work is required to fully understand the
impact on ongoing maintenance and operating costs of a bore. Solar photovoltaics are also
being considered.

CONSULTATION / ENGAGEMENT

89.

Extensive community engagement on the aquatic needs of the City have been undertaken
and further information is provided under the background section of this report. Targeted
user-group engagement has also been undertaken, including to inform the revenue
assumptions provided through the funding model presented in this report.
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SIGNIFICANCE

90.

91.

92.

The Local Government Act 2002 requires an assessment of the significance of matters,
issues, proposals and decisions in this report against Council’s Significance and
Engagement Policy. Council acknowledges that in some instances a matter, issue, proposal
or decision may have a high degree of importance to individuals, groups, or agencies
affected by the report.

In making this assessment, consideration has been given to the likely impact, and likely
consequences for:

(a) the current and future social, economic, environmental, or cultural well-being of the
district or region

(b) any persons who are likely to be particularly affected by, or interested in, the decision.

(c) the capacity of the local authority to perform its role, and the financial and other costs of
doing so.

In accordance with the considerations above, criteria and thresholds in the policy, it is
considered that the decision is of medium significance.

Whilst the decision is considered to be of medium significance, it is consistent with the
Council decision of 27 May 2025 and provided for through the 2025/26 Annual Plan.

ENGAGEMENT

93.

Taking into consideration the above assessment, that the decision is of medium significance,
but consistent with an in-principle Council decision already made, officers are of the opinion
that no further engagement is required prior to Council making a decision.

NEXT STEPS

94.

95.

Pending the outcome of this report, the working group will continue to finalise the outstanding
details of the proposal, including the specific wording of the Funding and Operating and
Community Access Agreements, continuing conversations with MoE, and key users.

Either the Chief Executive will then enter into agreements with MMACT, subject to being
within parameters, or staff will bring a further report back to Council in the New Year.

ATTACHMENTS

1.

Attachment 1 - Original Proposal - Mt College 50m Pool - A19493821 [
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11.5 Memorial Park Aquatic Centre Steering Group and Project Timeline

File Number: A19426187

Author: Cashy Ball, Principal Advisor to the Executive
Alison Law, Head of Spaces & Places
Susan Braid, Finance Lead Capital Performance and Community
Investment

Helen Andrews, Financial Analyst

Authoriser: Marty Grenfell, Chief Executive

PURPOSE OF THE REPORT
1. The purpose of this report is;

(@) for Council to endorse the Memorial Park Aquatic Centre Steering Group and Terms of
Reference; and

(b) to present a proposed staged process for the project to deliver the Memorial Park
Aquatic Centre, including two timeline options for Council consideration.

RECOMMENDATIONS
That the Council:

(@) Receives the report "Memorial Park Aquatic Centre Steering Group and Project
Timeline".

(b) Endorses the attached Terms of Reference for the Memorial Park Aquatic Centre,
including the membership and reporting structure outlined in the Terms of Reference;

(c) Supports in principle the key stages and process proposed through this report for the
delivery of the Memorial Park Aquatic Centre project.

(d) Notes the two timelines presented through this report propose construction periods for
the Memorial Park Aquatic Centre between December 2026 to March 2029 or
September 2027 to December 2029, and both would require changes to Council’s
current capital programme through the Annual Plan 2026/27 and Long Term Plan
2027-37.

EXECUTIVE SUMMARY

2.  The Memorial Park Aquatic Centre project was planned to begin construction in 2024/25 with
a budget of $123M. However, in late 2024, Council paused the project to reassess scope,
cost, and location options following updated costings and stakeholder feedback.

3. During the Annual Plan 2025/26, the capital expenditure for the Memorial Park Aquatic
Centre was deferred to 2026/27-2029/30. In the draft 2026/27 Annual Plan, capital
expenditure is phased across 2027/28-2030/31.

4, During 2025, three location options were considered, with Option 3—redevelopment at the
existing Memorial Pool site—emerging as the preferred choice due to its ability to retain the
Queen Elizabeth Youth Centre (QEYC) and Memorial Hall, preserving key community
assets.

5. In September 2025, Council agreed to advance the Memorial Park Aquatic Centre project,
with a newly established Steering Group, to develop a new project scope and design.
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6.

This report provides a draft Terms of Reference (ToR) to guide the new Steering Group
(attachement 1), including defining the membership of the group to include the Mayor, three
Councillors, a Te Manawataki o Te Papa (TMOTP) Board Member, Council’'s General
Manager Operations & Infrastructure and an aquatics user representative. The ToR also
outlines the key stages of the project, with the Steering Group completing the scope, budget
and preliminary design stage, before handing the project over to TMOTP Board to provide
oversight of the detailed design and construction stage.

This report defines key project stages and processes Council will follow to confirm a new
scope, budget and design. It also outlines two indicative timeline options to enable
construction of the Memorial Park Aquatic Centre to commence in 2026/27 or 2027/28,
noting that both timelines would require a change to the current budget scheduling through
finalisation of the Annual Plan 2026/27 and 2027-37 Long Term Plan, and may impact the
timing of other major capital projects.

BACKGROUND

8.

10.

11.

Through the 2024/34 LTP, the Memorial Park Aquatic Centre project was scheduled to
commence construction in 2024/25, with a total project cost of $123m. In 2024, Apollo
Projects was brought on board to look for ways to reduce the project cost, utilising their
extensive industry expertise. Work undertaken by Apollo Projects was presented to Council
in November 2024, including updated project costings and two preferred options. A complete
aquatic centre as previously designed, for $100m or the indoor only aspects of the aquatic
centre for $80m.

On 29 October 2024, the Council resolved to cease work on the current Memorial Park
Aquatic Centre design, pending further stakeholder engagement and assessment of options
including project scope, costings, funding and alternative locations within Memorial Park.

Three options were identified for Council consideration and presented for feedback to the
Council meeting on 27 May 2025:

Option 1 — Full Memorial Park Aquatic Centre development removing the Queen Elizabeth
Youth Centre (QEYC).

Option 2 — Staged Memorial Park Aquatic Centre development, commencing with the indoor
aquatic facilities and building outdoor facilities at a future date, including removing the Queen
Elizabeth Youth Centre (QEYC).

Option 3 — Relocate the Memorial Park Aquatic Centre to the site of the existing Memorial
Pool and retain the Queen Elizabeth Youth Centre (QEYC) and Memorial Hall.

The Council report noted that option 3 was subject to geotechnical investigations that were
underway at the time of the report.

On 16 September 2025, Council received a report providing the findings of the preliminary
geotechnical study at the site of the existing Memorial Pool to support the feasibility of Option
3, building the Aquatic Centre at the site of the existing Memorial Pool. At that meeting, the
Council made a series of resolutions including:

That the Council:

c) Agrees to advance the Memorial Park Aquatics Centre project to concept stage with
an in-principle decision that the Centre would be constructed over the current
Memorial Pool. Noting the intention for construction to start in 2027/28 on a re-
designed, value for money indoor and outdoor facility that can provide for lane
swimming, aquatic sports, learn-to-swim, hydrotherapy and play.

d) Endorses the next steps being:

i Establish a Memorial Pool Aquatic Centre Project Steering Group including
Elected Members (to be advised), to develop scope from the ground up and
develop the engagement process.
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ii. Progression of the design, based on concept principles developed by the
Steering Group, through concept stage at a design fee of $50,000 excl. GST.

e) Confirms the engagement of Apollo Projects to complete the Concept Design and
Concept Estimate Stage of the Project.

PREVIOUS MEMORIAL PARK AQUATIC CENTRE REPORTING

12.

13.

14.

15.

16.

Questions have been raised by Council at previous Council meetings regarding the spend to
date on the Memorial Park Aquatic Centre project. For clarity this section summarises the
information that has been presented to Council previously. Further detail is included in
attachment 2.

Report timeline Summary:

Report Total spend reported  Difference Expenditure
from last report
Council Memo $3.4m to 31/08/24 NA
4 Oct 2024 (incl $1.5m opex)
Council Report $4.2m to 30/09/24 +$0.8m Primarily Engineering,
29 Oct 2024 (incl $1.6m opex) Architecture, ECI services and
geotech®
Council Report $4.8m to 30/06/25 +$0.6m Options analysis and site
16 Sept 2025 (incl $1.6m opex) investigations, including some

invoices that continued to be
received once work ceased in

October 2024.
Council Report $4.9m to 30/11/25 +$0.1m Approved Geotech
16 Dec 2025 (incl $1.7m opex) investigations

*Note some of this work had been completed in advance but invoices had not been paid.
Alternative site investigations and options analysis:

On 12 November 2024, Council approved an operational budget of $2.2m (in addition to the
$1.6m already incurred) to fund site investigations and alternative options, of which:

e $88k was spent to 30 June 2025
e $100k was spent from 1 July 2025 to 30 November 2025

Note, expenditure to date had got the project close to a completed preliminary design stage.
The change of location within Memorial Park means that there will be some rework required
to the design. In addition, any changes to the scope and design of the project by the Steering
Group will lead to additional re-work of existing design. This creates a likelihood that a
portion of the existing $3.1m capital cost of the project will need to be written off. Until the
level of re-work required is established, it is difficult to provide an estimate of how much this
potential write-off could be.

The review of scope and design by the Steering Group will be informed by existing technical
and design information as the starting point. Applicable work to date can be referenced
through the process of developing the new design to maximise the benefit of resource
expended. This will include utilising the following project features:

. Strategic alignment - All Business Case, needs analysis and engagement work to date
will help to inform the new scope and design.

o Geotech and foundations - significant analysis and assessment of ground improvement
solutions and foundation design will be adopted for the new site.

. Pool systems — pool tanks, filtration and heating systems can be adopted to suit the
new site and design.
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° Structural — knowledge from testing types of structural systems to determine the most
cost effective for the project will be taken forward to the next phase.

. Costing — knowledge of the various cost aspects of the design, through multiple pricing
iterations, will allow quick validation of costs.

o Building Services — loading demand for heating, cooling, ventilation, lighting, electrical
etc will be reused if applicable depending on size and scale of facility.

STATUTORY CONTEXT

17. Council is not statutorily required to provide aquatic facilities, however there are some
legislative requirements that Council must consider when making decisions regarding service
delivery. The provision of aquatic facilities contributes significantly to community well-being,
creating a thriving environment and contributing to community safety, health, social
connection and enjoyment.

18. The process for making decisions is further defined in part 6 of the LGA, including the
process of community consultation, developing Long Term Plans in consultation with the
community and reporting and accountability. The Council’s current Long Term Plan includes
the development of the Memorial Park Aquatic Centre, and moving the timing of the project
would not trigger further community consultation.

STRATEGIC ALIGNMENT

19. This contributes to the promotion or achievement of the following strategic community

outcomes:
Contributes
We are an inclusive city 4
We value, protect and enhance the environment O
We are a well-planned city that is easy to move around v
We are a vibrant city that embraces events v
We are a city that supports business and education v

20. In August 2023, the Commissioners adopted the ‘Our Public Places Strategy’ with the
ambition of:

Together we can have public places to play, relax, be inspired, and connect with
people and nature.

21. In August 2023, the Commissioners also adopted a Play, Active Recreation, and Sport
Action and Investment Plan, 2023-33 (AIP).

22. This AIP focuses on the Our Public Places Strategic Plan objective of: Increasing
participation by providing easily accessible opportunities for organised and informal play,
active recreation, and sport for people of all ages, backgrounds, and abilities.

23. The AIP identified Memorial Park Recreation Hub as a priority action:

Action | Actions and programmes of work Proposed Indicative Who | Priority

No. timeframes cost

33. Replacement of Memorial Pool with Short Term $ESS LTP TCC | Priority
Memorial Park Recreation Hub (indoor 2026- 2028 action
and outdoor pools).

Key: $$$$ = more than $5m

24. Guidance from Council on the current aquatic network planning (based on catchment
analysis and condition assessments) has shown support for the Memorial Park Aquatic
Centre upgrade with further projects for other local facilities — Greerton, Mount College Pool

ltem 11.5 Page 115




Ordinary Council meeting Agenda 16 December 2025

25.

26.

(expanded), Otimoetai (upgraded), and in the future - Wairakei and Tauriko. There is
currently $94m in 2041-44 for a new community aquatic facility.

The process of reviewing the project scope and design will ensure that the Aquatic Centre
aligns with Council’s strategic priority of ‘delivering great services for our community’. The
facility will also help to deliver on Council’s new community outcome ‘A vibrant city that
embraces events’, by enabling experiences that enhance vibrancy, connects communities
and delivers social and economic benefits for the community.

The PSG will also be able to embed Council’s principles into the new scope, design and
budget, including promoting a solution that achieves value for money and being bold and
innovative.

MEMORIAL PARK AQUATIC CENTRE STEERING GROUP

27.

28.

29.

30.

A Terms of Reference has been drafted in response to the resolution from 16 September
2025 Council meeting to establish a Memorial Pool Aquatic Centre Project Steering Group
including Elected Members, to develop scope from the ground up and develop the
engagement process.

The Memorial Park Aquatic Centre is proposed to have two key phases, the first of which will
be overseen by the Steering Group, with the support of a Technical Advisory Group, and will
develop the project scope through to preliminary design.

The proposed Project Steering Group includes:
. Mayor Drysdale

. Councillor Taylor

. Councillor Schuler (Alternate Deputy Mayor Scoular)

. Councillor Crowther

. Te Manawataki o Te Papa Limited Board Member — as available
. GM Infrastructure and Operations

. Aquatic User representative

The project will then transition over to the Te Manawataki o Te Papa Board who will oversee
the detailed design and construction of the project, supported by the Technical Advisory
Group.
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Memorial Park Aquatic Centre Project Steering Group Oversight:

Scope
development and

confirmation

Concept design and
cost estimate

Gateway Council
decision

Phase One

Preliminary design
cost estimate

Te Manawataki o Te Papa Board oversight: Gat?;i?’s%n“"”'

Transition to
design and build
r'd

Qversee detailed
design and cost

Phase Two

project build

r]
L Oversee ongoing

Report to Council on

progress, budget and risks

KEY PROJECT STAGES

31.

32.

33.

The following key stages outline the process Council will follow to develop the Memorial Park
Aquatic centre and have been developed with the support of Apollo Projects.

Scope Development and Confirmation — 3 months

The fundamental first step is for Elected Members to agree and prescribe the scope of works
to inform the new location concept design, led by the new Project Steering Group. Focus will
be on confirming pool facilities and prioritising value for money. This stage will include goals
around sustainability, types of energy systems, mix of pools, gym, outdoor pools, hydro
slides.

The scope development stage will include a series of workshops for the Project Steering
Group and Technical Advisory Group to review and consider existing information, consider
the need for additional information and provide clear direction for the pool design and
objectives. The outputs from this stage will help to confirm:

e Project vision, scope and success measures
e Priorities and options
o Expectations regarding sustainability, energy etc
e Budget envelope/range
Concept Design (agreed cost $50,000) — 2 months

Outputs from the scope development stage will inform the development of conceptual layout
options, working with the Project Steering Group and Technical Advisory Group. This will
include conceptual layout drawings with limited technical input from engineering disciplines to
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34.

35.

36.

37.

38.

39.

ensure adequate provisions within the design. Apollo Projects will present high-level budget
estimates for the options using previous pricing for the original Memorial Park Aquatic Centre
design as a reference point. This will enable TCC decision making on the preferred option.
Note the $50,000 quote has been agreed with Apollo Projects and is significantly reduced
because of the existing information developed through the project to date.

Through development of scope and the concept design, consideration will be given to:
° value for money and best use of ratepayer funding as a high priority,

° fit for purpose facilities that meet the needs of the wider community, including indoor
and outdoor aquatics that can provide for lane swimming, aquatic sports, learn-to-
swim, hydrotherapy and play.

° quality of product in terms of whole of life cost, and

° long-term maintenance cost including use of alternate energy sources and filtration and
HVAC systems.

The proposed concept design will then be used to inform a review of the business case, to
ensure an accurate understanding of the financial impacts of any concept decisions. The
concept design phase will produce a budget estimate of +10% accuracy.

Council Decision - Confirm preferred option and scope, including updated business case
and costings, to continue developing design. This decision is proposed to align with the
adoption of Council’'s Annual Plan 2026/27.

Preliminary Design (approximate cost $250,000-300,000) — 5 months

Develop preferred design through to preliminary design level to sufficiently understand all the
key risks for the project. Prepare and present detailed pricing, construction programme and
design through preliminary design. This stage includes structural design, architectural
design, further geotechnical assessment, transport planning, plant and filtration system,
mechanical and electrical design, and exploring appropriate sources of heating for the new
aquatic centre including geothermal bores, photovoltaic solar panels, and heat pumps.
Output from this stage will be a Design Feasibility Report to Council that includes a fixed-
price design and construction offer. The cost estimate of $250,000 - $300,000 for this stage
is subject to agreed scope.

Council Decision - Confirm preliminary design and costing, and approach to progressing to
detailed design and construction.

NOTE: this is where the project oversight switches from the Project Steering Group to Te
Manawataki o Te Papa Board.

Detailed Design /Construction — 24-28 months

The programme for this will be dependent on the finalised scope and the further
investigations proposed through preliminary design stage but should consider commencing
early works including consents for any ground improvement and enabling works on site to
overlap with detailed design. The steps of this stage will include:

Detailed design

Staged building consents
Resource consenting
Ground improvements/piling
Main construction

TIMELINE OPTIONS

40.

The following timeline has been developed with the support of Apollo Projects to enable
construction to start in 2027/28, in accordance with Council’s resolution of 16 September
2025 (accelerated option), or a sprint option that would see construction start in 2026/27. For
reference, the current LTP budget has construction scheduled for 2027-31.
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Stage Timeframe Sprint schedule Accelerated schedule
Scope Development and | 3 months Feb — Apr 2026 Feb — Apr 2026
Confirmation
Concept Design 2 months May-June 2026 May-June 2026
Council Decision June 2026 June 2026

(AP 2026/27 adoption) | (AP 2026/27 adoption)
Preliminary Design 5 months July - Nov 2026 Feb — June 2027
Council Decision Nov 2026 June 2027

(LTP 2027-37 adoption)

Detailed Design 24-28 Dec 2026 — Mar 2029 Sept 2027 — Dec 2029
/Construction months

Option 1 - Sprint Schedule

41.

42.

43.

44,

This option would see the project being delivered much sooner than currently budgeted,
enabling project construction to commence in 2026/27 and will facilitate an Aquatic Centre by
the end of summer 2028/29.

To achieve this timeline, money would be required to be brought forward from 2027/28-
2030/31 to 2026/27-2028/29 This would be confirmed through adoption of the 2026/27
Annual Plan in June 2026 and incorporated into the 2027-37 Long Term Plan. Please note
that this may affect the scheduling of other capital projects unless there is a willingness to
increase the rates requirement to accommodate the interest costs associated with the bring
forward of Memorial Park Aquatic Centre capital expenditure.

This timeline is contingent on consecutive delivery of stages without any delays and would
rely on direction, decision-making and any requirements for additional information to be
achievable within defined timeframes.

The stages and timeframes have been advised by Apollo Projects.

Option 2 - Accelerated schedule

45.

46.

47.

This option will still see the delivery of the Aquatic Centre in advance of the current budget
timeframe (2028-31) and it aligns with the timeframe prescribed in Council’s resolution of 16
September 2025 (construction to commence in 2027/28). It would see an Aquatic Centre for
summer 2029/30.

As this timeline brings the project forward from existing budgets, that decision would be
made through the 2026/27 Annual Plan in June 2026 and be incorporated in the 2027-37
Long Term Plan in June 2027. Please note, as above, that this may affect the scheduling of
other capital projects unless there is a willingness to increase the rates requirement to
accommodate the interest costs associated with the bring forward of Memorial Park Aquatic
Centre capital expenditure.

Due to the likelihood of cost fluctuations, the preliminary design (DFR) stage would not be
completed until closer to the project construction phase, to ensure accuracy of information.
This leaves a gap in the project delivery stages between concept design and preliminary
design.

FINANCIAL CONSIDERATIONS

48.

On 29 October 2024 Council approved an operational budget of $2.2m (in addition to the
$1.6m already incurred) to fund further investigations of the Memorial Park site and the
subsequent exploration of alternative options to the preferred proposal presented at that
time. As at 30 November 2025, $188k of this budget has been utilised since November 2024.
It is anticipated that a further $50k will be utilised in 2025/26 during the development of the

ltem 11.5 Page 119




Ordinary Council meeting Agenda 16 December 2025

49.

50.

concept design. The balance of the $2.2m opex budget has been moved to 2027/28 as part
of the 2026/27 Annual Plan process and will be brought forward should it be needed, noting
this would have a negative impact on the balanced budget.

In addition, if Council chooses the sprint option outlined in this report, significant funding
would need to be brought forward to 2026/27 as part of the 2026/27 Annual Plan process, or
other capital projects reprioritised.

As at 30 June 2025, total spend on the Memorial Park Aquatics Centre was reported as
$3.1m capex and $1.6m opex. With subsequent opex spend in the 2025/26 year totalling
$100,000 as at 30 November 2025, total opex spend on the project has now risen to $1.7m.

LEGAL IMPLICATIONS / RISKS

51.

52.

53.

54.

The Memorial Park Aquatic Centre project has a risk register to identify and manage risks.
The projects risks will be updated once the design is progressed and continue to be
managed by the project team and overseen by the Project Steering Group.

In May 2024, the Commission endorsed:

(a) anovated design and build contractual model for delivery of the Memorial Park Aquatic
Centre Project whereby the selected ECI contractor will undertake early contractor
involvement services during preliminary design, with consultants being novated to, and
that contractor taking responsibly for design and construction, from commencement of
the developed design stage of the project.

(b) Continued negotiation with the selected ECI contractor of a preconstruction services
agreement (PCSA) and NZS 3916 contract to give effect to a novated design and build
approach.

(c) Delegation to the Chief Executive to approve the final procurement strategy and enter
contracts on behalf of Council for the delivery of the Memorial Park Aquatic Centre,
subject to recommendation from Te Manawataki o Te Papa Limited.

At the time the Memorial Park Aquatic Centre project was paused, Council was in the
process of negotiating the PCSA to engage Apollo Projects (the appointed ECI contractor for
the Memorial Park Aquatic Centre project) to provide early contractor involvement (ECI)
inputs (e.g. advice on buildability and design interfaces), coordination of the design, early
procurement, early and site preparation works, geothermal works and demolition of QEYC.
The PCSA included a structured process to enable open and transparent final pricing prior to
finalising a NZS 3916 Design Build Contract. Whilst not concluded, most of the terms and
conditions had been agreed between the parties.

On 16 September 2025, Council resolved to engage Apollo Projects to complete the Concept
Design and Concept Estimate Stage of the Project. Subject to successful conclusion of that
process, and Council approval, the project will move to preliminary design. Following a
further process of Council approval, Council could seek to conclude negotiations of the
PCSA and NZS3916 and enter into design and build contracts with the relevant consultants.

TE AO MAORI APPROACH

55.

It is proposed that the final Memorial Park Aquatic Centre design will incorporate a cultural
narrative framework, to be developed jointly with mana whenua, with ongoing engagement
as the design response is refined. To date, hui undertaken with mana whenua during the
concept design phase of the project has led to Tauranga Moana design principles, Memorial
Park cultural design drivers and design outcomes. Mana whenua are seen as partners in the
design process and work developed to date has been to establish cultural narratives,
understanding and objectives to set a strong foundation for the project to move ahead upon.
A foundation for the design is embedding the history and cultural narrative of the place,
seamlessly connecting the people to the place.

CLIMATE IMPACT
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56.

57.

58.

59.

60.

As the Project Steering Group work through the scope of the new design for the Memorial
Park Aquatic Centre, climate considerations will be incorporated into the scope development
and considered as part of the preliminary design process. The existing design had
incorporated climate impacts as part of the design.

The current design incorporated modern sustainability principals, balancing these features to
ensure they do not add significant cost for little value. Key features included stainless steel
pools, which are considered to have lower embodied carbon than concrete and 25% of the
ongoing maintenance costs, highly insulated cladding and energy efficient lighting and
mechanical systems. For options that include a geothermal bore, further emission and cost
reductions could be achieved.

For the Memorial Park Aquatic Centre facility, measures had been considered to reduce the
embodied carbon including, partnering with subcontractors and suppliers who share a carbon
reduction mindset, concrete additives, prioritising Bay of Plenty and then New Zealand
supplied materials, diverting waste and re-using materials on-site.

Embodied carbon associated with the development of any new aquatic facility will be higher
than utilising existing facilities. Retaining QEYC is a lower carbon solution than building
additional court facilities.

Work has been undertaken at Memorial Park to understand and quantify the ground
conditions and the work that might be required in the future to address a changing climate,
and in particular the impact of the water table and ground conditions on the facilities.

CONSULTATION / ENGAGEMENT

61.

62.

63.

64.

There has been extensive consultation over many years and Council planning processes
regarding the aquatic needs of the Tauranga Community and an Aquatic Centre at Memorial
Park.

Specific targeted stakeholder engagement regarding the aquatic requirements of user groups
has included aquatic user group stakeholder meetings and Bay Venues led aquatic user
forums.

The Community Survey in 2024 identified that of the 5292 responses, 71% of survey
respondents supported Council spending $80-105 million on the Memorial Park Aquatic
Centre.

A key role of the Project Steering Group will be to consider the existing feedback from the
community to inform the scope of the new design. Through that process the steering group
will also determine whether further community engagement is required, and if so, the form
that engagement would take.

SIGNIFICANCE

65.

66.

67.

The Local Government Act 2002 requires an assessment of the significance of matters,
issues, proposals and decisions in this report against Council’s Significance and
Engagement Policy. Council acknowledges that in some instances a matter, issue, proposal
or decision may have a high degree of importance to individuals, groups, or agencies
affected by the report.

In making this assessment, consideration has been given to the likely impact, and likely
consequences for:

(a) the current and future social, economic, environmental, or cultural well-being of the
district or region

(b) any persons who are likely to be particularly affected by, or interested in, the decision.

(c) the capacity of the local authority to perform its role, and the financial and other costs of
doing so.

In accordance with the considerations above, criteria and thresholds in the policy, it is
considered that the decision is of low significance.
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ENGAGEMENT

68. Taking into consideration the above assessment, that the decision is of low significance,
officers are of the opinion that no further engagement is required prior to Council making a
decision regarding the appointment of a Project Steering Group and the stages of the
Memorial Park Aquatic Centre project.

NEXT STEPS

69. Following this Council meeting, the Project Steering Group will form and commence
developing the scope for the new Memorial Park Aquatic Centre design.

70. In accordance with the Terms of Reference, the Project Steering Group will bring a concept
design and cost estimate to Council for approval.

71. Through the development of the 2026/27 Annual Plan, Council will make a decision about
the timeline for the Memorial Park Aquatic Centre, including any consequential impacts on
other capital projects.

ATTACHMENTS

1.  Attachment 1 - MPAC Project Steering Group ToR - A19490474
2. Attachment 2 - Previous Memorial Park Aquatic Centre Reporting - A19520542 J
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11.6 Organisational Reset - Update of Delegations

File Number: A18808658
Author: Tyler Buckley, Commercial Solicitor
Authoriser: Alastair McNeil, Acting COFO - Commercial & General Counsel

PURPOSE OF THE REPORT

1. To update Council’s staff delegation’s manual (Delegations Manual) to take account of staff
position changes arising from the 2025 organisational “Reset”.

RECOMMENDATIONS
That the Council:
(a) Receives the report "Organisational Reset - Update of Delegations".

(b) Approves the updates to the Delegations Manual as shown in tracked changes in
Attachment 1. The recommended additions are underlined, and the recommended
deletions are shown as a strike

(c) Confirms resolution (b) is effective as of 18 August 2025, the date the Reset was
implemented.

(d) Note that in the first quarter of 2026, Council staff within TCC’s finance team will
provide Elected Members with an overview of existing staff financial delegations to
enable the Elected Members to decide whether they require an additional Council
report on the scope and nature of staff financial delegations.

EXECUTIVE SUMMARY

2. Amendments to the Delegations Manual are required to take account of staff position
changes arising from Council’'s 2025 “Reset”. Delegations are vital to ensure Council
business is carried out as effectively and efficiently as possible.

3.  The scope of this report is strictly limited to updating delegations arising from the Reset, so
updates to position titles and reporting lines. There have been no updates to the substance
of any delegation.

4.  The majority of staff delegations are made, and can be amended, by the Chief Executive by
way of sub-delegation. However, there are some staff delegations that can only be made
and amended by Council resolution. This report seeks Council’s approval of those specific
delegations that cannot be made by the Chief Executive.

5.  The commercial legal team has managed a comprehensive update of the Delegations
Manual arising from the Reset. This has included consultation with the staff senior leadership
group, and other relevant people managers to ensure appropriate changes are captured.

6.  Although there were minor updates to the financial delegations within the Delegations
Manual to strictly reflect the Reset (such as updates to titles — by way of example, any
reference to the Chief Financial Officer is now recorded as a reference to the Chief Operating
and Financial Officer), the substance of the financial delegations was outside the scope of
the update and this report.

7. In early 2026, staff will provide Elected Members with an overview about the substance of
existing staff financial delegations (including different levels of such delegations).
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If, after receiving that overview, the Elected Members want further information, or want to
introduce changes to staff financial delegations, then staff will prepare and present a further
report on that basis.

8. This report seeks council approval for the proposed amendments to Delegations Manual.

BACKGROUND
Purpose of Delegations:

9.  The purpose of staff delegations is to provide appropriate authority to enable staff to perform
their job, and thereby to enable the organisation to function effectively and efficiently. Staff
delegations are generally made to position titles.

Legal review:

10. The commercial legal team has initiated a comprehensive update of the Delegations Manual
following the 2025 council reset to ensure that delegations are in line with current staff
positions.

11. Making sure staff delegations reflect current position titles, job descriptions and reporting
lines is important because:

(a) It ensures staff have the delegated authority they need to perform their role effectively
and efficiently. It saves matters from being referred unnecessarily to senior managers
where those matters can be dealt with by their staff.

(b) It lessens the risk of staff acting without delegated authority (if that were to occur, the
relevant decision could be challenged in court and invalidated, or it may harm council’s
ability to prosecute a matter).

2025 Organisational Reset:

12. In 2025, there has been a restructure of the council, which has been referred to as a “Reset”.
The reset has required changes to the Delegations Manual.

13. All of the updates that can be authorised by way of Chief Executive sub delegation have
already occurred. However, updates to certain delegations relating to:

(@) Resource Management Act 1991;

(b) Housing Accords and Special Housing Areas Act 2013;

(c) Local Government (Rating) Act 2002;

(d) Staff appointments to governance groups under the Local Government Act 2002; and,
(e) Staff Financial delegations,

cannot be subdelegated by the Chief Executive and instead require approval direct from the
council.

Updates to Delegations Manual that can only be approved by Council

14. The updates to the Delegations Manual that can only be approved by council (as noted in
paragraph 12 above) have been reviewed to account for the reset.

15. These changes are of a minor operational nature, in that they update position titles and
reporting lines. The recommended updates do not change the types of delegated authority
council has already previously delegated to staff and are limited to changes required as a
result of the reset, as set out above.

16. The proposed amendments are tracked (with additions shown as underlined and deletions
shown as a strike) in Attachment 1 to this report.
STATUTORY CONTEXT

17. Clauses 32AA, 32, 32A and 32B of Schedule 7 of the Local Government Act 2002 give
council general powers to delegate its powers, duties and responsibilities.
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18.

19.

A previous council’'s General Delegation to the Chief Executive (made by resolution
M14/15.13 dated 17 March 2014) empowers him to make the majority of the delegations to
staff by way of sub-delegation. The Chief Executive can make amendments to any Chief

Executive made sub-delegations.

However, the Resource Management Act 1991 (section 34A), Local Government (Rating)
Act 2002 (section 132), Housing Accords and Special Housing Areas Act 2013 (section
76(2)(d), Local Government Act 2002 (Schedule 7, clause 32) prohibit a previous council or
this council from delegating certain powers under these Acts. These delegations are
therefore made by council, rather than the Chief Executive, and require a council resolution

to amend.

OPTIONS ANALYSIS

Option 1: Pass the Recommended Resolutions

20. Pass the resolutions to make the recommended amendments.
Advantages Disadvantages
° Delegations to disestablished and changed positions will ) None
sit with the appropriate new, changed or existing
positions.
. Holders of the new and changed positions will have the
delegated authority necessary for them to efficiently and
effectively perform their job.
. Minimal change to the types of power, roles,
responsibilities previously delegated to staff.
° Delegations will sit with the appropriate staff, in line with
job descriptions and responsibilities.
° Allows issues to continue to be escalated up relevant
reporting lines as necessary and appropriate.
Option 2: Status Quo
21. Do not pass the resolutions to make the recommended amendments.
Advantages Disadvantages
. None . Some staff will not have the delegated authority they need to
efficiently and effectively perform their job, in particular new
position holders and staff whose position titles or job
descriptions have changed.

. In the case of repositioned roles, issues may not be able to be
escalated up relevant reporting lines as necessary and
appropriate because the managers in the reporting line above
that position may not hold the necessary delegation.

o If a delegation is only held by a disestablished position, or if
there are no delegations under new or amended legislation,
that matter will be considered not to have been delegated and
may need to be referred to council for resolution. This may
cause delays, and result in council having to consider
operational matters more appropriately dealt with at a staff
level.
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FINANCIAL CONSIDERATIONS

22. None. There are no financial considerations that arise from this update of the Delegations
Manual. And the topic of “financial delegations” is outside the scope of this update of the
Delegations Manual.

23. In early 2026, staff will provide Elected Members with an overview about the substance of
existing staff financial delegations (including different levels of such delegations). If, after
receiving that overview, the Elected Members want further information, or want to introduce
changes to staff financial delegations, then staff will prepare and present a further report on
that basis.

LEGAL IMPLICATIONS / RISKS

24. ltis vital for council staff to have the appropriate delegated authority to carry out their role.

25. Examples of risks of acting without delegated authority are; a decision may be challenged in
court (including judicial review proceedings) and invalidated, or it may harm council’s ability
to efficiently prosecute or resolve a matter.

CONSULTATION / ENGAGEMENT

26. As the decision is of a minor operational nature and low significance, no external consultation
or engagement has been undertaken or is required. However, after drafting proposed
changes to the Delegations Manual, the commercial legal team then undertook an internal
consultation process with the staff senior leadership group. This included providing the senior
leadership group with:

(a) an overview of the changes to the Delegations Manual;
(b) a copy of the proposed updated Delegations Manual (tracking changes), and,
(c) an opportunity (for over one week) to provide feedback or changes.
27. The commercial legal team then addressed all feedback that was provided and finalised the
updates.
SIGNIFICANCE

28. The Local Government Act 2002 requires an assessment of the significance of matters,
issues, proposals and decisions in this report against council’s Significance and Engagement
Policy. Council acknowledges that in some instances a matter, issue, proposal or decision
may have a high degree of importance to individuals, groups, or agencies affected by the
report.

29. In making this assessment, consideration has been given to the likely impact, and likely
consequences for:

(a) the current and future social, economic, environmental, or cultural well-being of the
district or region;

(b) any persons who are likely to be particularly affected by, or interested in, the decision;
and,

(c) the capacity of the local authority to perform its role, and the financial and other costs of
doing so.

30. In accordance with the considerations above, criteria and thresholds in the policy, it is
considered that the decision is of low significance.
ENGAGEMENT

31. Taking into consideration the above assessment, that the decision is of low significance,
officers are of the opinion that no further engagement is required prior to council making a
decision.
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NEXT STEPS

32. Council’'s Delegations Manual will be updated to incorporate any approved amendments.

ATTACHMENTS
1. Delegations to be approved by Council - 16 December 2025 - A19522734
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13 PUBLIC EXCLUDED SESSION

Resolution to exclude the public

RECOMMENDATIONS
That the public be excluded from the following parts of the proceedings of this meeting.

The general subject matter 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 of the Local Government Official Information and Meetings Act 1987 for the passing of this
resolution are as follows:

General subject Reason for passing this Ground(s) under section 48 for the passing

of each matter to | resolution in relation to each of this resolution

be considered matter

13.7 - Asset s7(2)(h) - The withholding of the s48(1)(a) - the public conduct of the relevant

Recycling information is necessary to enable part of the proceedings of the meeting would

Update Council to carry out, without be likely to result in the disclosure of
prejudice or disadvantage, information for which good reason for
commercial activities withholding would exist under section 6 or

section 7
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