H TaurangaCity

AGENDA

Council Workshop
Thursday, 3 September 2026

| hereby give notice that a Council Workshop will be held on:

Date: Thursday, 3 September 2026
Time: 9:00am

Location: Tauranga City Council Chambers
L1, 90 Devonport Road
Tauranga

Marty Grenfell
Chief Executive






Council Workshop Agenda 3 September 2026

Order of Business

1

BUSINESS .ttt 4
1.1 Cycle Strategy Workshop Briefing.........coovviiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeee 4
1.2 State Highway 2 (SH2) Revocation Programme..............ccoovvviiiiiiiiiiiiiiiiiiiiiiiieeeee, 12
1.3 Sport and Recreation Investment Prioritisation (Presentation).................ccccevvnneei. 64
1.4 Network of Community Centres (Presentation)............ccccoooi, 64
1.5 Long-term Plan 2027-37 - Rating Policy and Revenue and Financing Policy ......... 65

Page 3



Council Workshop Agenda 3 September 2026

1 BUSINESS

1.1 Cycle Strategy Workshop Briefing

File Number: A20984704

Author: Karen Hay, Manager: Transport Strategy & Assurance
Authoriser: Reneke van Soest, General Manager: Operations & Infrastructure
Presenter(s): External presenter(s):

Karen Hay, Cara Phillips

Workshop information

Purpose of workshop

1. Provide Elected Members with an overview of Tauranga’s walking and cycling context, current
strategic direction and delivery considerations.

2. Seek feedback on the preferred next step for cycling strategy, investment planning and
programme delivery.

3. Confirm what further information is needed to support future decisions on priorities, funding,
staging and trade-offs.

Executive summary

4. Tauranga’s growth is putting more pressure on the transport network, especially at peak times.
Most people still rely on private vehicles. Walking, cycling and public transport make up a small
share of trips.

5. Walking and cycling account for 13% of journeys to work but make up 37% of deaths and
serious injuries. Community feedback also points to traffic speed, traffic volumes and lack of
separation as key barriers to cycling.

6. Council already has direction for walking, cycling and active modes. This sits across UFTI, the
Transport System Plan, TSOF, spatial plans and programme business cases. Because the
information is spread across several documents, it is harder to show clear priorities, timing,
funding and trade-offs.

7. Staff undertook a missing cycle links assessment to support Long-term Plan discussions. This
identifies 20 minor missing cycling links, estimated at about $6—8 million, and three key
commuter links, including two previously designed routes, estimated at about $10.3 million.
These costs are still to be confirmed.

8. The wider TSOF programme identifies about $195 million of further walking and cycling
investment. This is not planned for the next three years. Some active mode outcomes will still
be delivered through major projects, and growth area works, including Cameron Road Stage 2,
15th Avenue and Connecting Mount Maunganui.
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9. The workshop provides an opportunity to discuss how active mode improvements should be
presented, prioritised, funded and delivered. Options include updating the delivery plan,
preparing an Active Modes Strategy, or testing active mode funding through the Long-term
Plan process.

Background information

10. Council’s current documents guide the direction and outcomes sought for walking, cycling and
other active modes. These include UFTI, the Transport System Plan, TSOF, spatial plans and
Tauranga City Council’'s Walking and Cycling Programme Business Case. Figure 1
summarises this context.

SPATIAL AND TRANSPORT PLANNI NG ALIGN MENT Mutually informing plans, aligned around community wellbeing

U FTI sets the sub-regional strategic direction

ALIGNMENT AND TWO  -WAY INFLUENCE
SPATIAL PLAN
OUTCOMES TSP + TSOF OUTCOMES

Accessible for everyone Environment & resilience

Safe, affordable and easy journeys for
people of all ages and abilities.

Lower emissions, environmental
protection, and roads resilient to natural
hazards.

Connected communities People & goods moving
Convenient links to centres, jobs, schools, > Reliable road, rail, freight and inter-

services, parks and public transport. regional links that support the economy.

Walkable, liveable centres
Safe, pedestrian-friendly places
supported by placemaking and traffic
calming.

Connecting people
Safer, easier access to schools,
healthcare, shops and community
facilities — walking and cycling

More travel choice Safer travel

Connected walking, cycling, public
transport and low or zero-emission Atransport system that makes every
options. journey safer for all users.

The Spatial Plan, TSP and TSOF are aligned and inform one another. None is shown as a delivery plan beneath another.

Figure 1: Strategic context for walking and cycling

11. Although Council does not have a standalone Walking and Cycling Strategy, existing
documents provide clear direction and outcomes for active mode networks that improve
connections and give people more travel choices.

How the cycle network was developed

12. Council developed a cycle model as part of the Walking and Cycling Programme Business
Case. The model helps show where cycling trips are most likely across Tauranga. It used
census data and assumed travel distances of 3 km to school and 5 km to work.

13. The model shows where safe and connected routes are likely to have the greatest benefit and
where cycle demand and potential mode shift is highest. It shows the difference between key
city-wide routes and local links.

14. The updated 2025 model was compared with the original 2018 model. Both show the same
pattern of key routes and areas of high expected cycling demand. Demand is expected to grow
as Tauranga grows, but the core network has not changed. This supports using the primary
and secondary cycle network in Figure 2 for planning and investment.
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z)

Figure 2: Primary and secondary cycle network

Current network and safety context

15. The current cycling network includes about 46.1 km of off-road shared paths, 78 km of on-road
cycle lanes and 4.8 km of protected or separated cycle lanes. This provides a base for cycling.
However, most on-road cycle lanes are marked lanes only. Intersections, driveways and
parked cars often require people biking to move into or near live traffic.

16. Safety remains a key issue. Walking and cycling account for around 13% of travel in Tauranga,
but pedestrians and cyclists make up 37% of deaths and serious injuries. Community feedback
also points to traffic speed, traffic volumes and lack of separation as key barriers to cycling.

17. Tauranga ranks 6" highest out of 67 local authorities for collective risk as outlined in Figure 3
below. In Urban KiwiRAP, collective risk measures crash density. It shows deaths and serious
injuries per 100 km of road network. This reinforces the need to address high-risk locations for
all modes as part of network review and road safety planning and prioritisation.

Territorial Authority Base risk Future risk
1 Wellington City 9.3 10.7
2 Auckland 8.1 11.4
3 Hamilton City 8.0 12.6
4 Porirua City 7.4 8.2
5 Napier City 7.3 9.9
6 Tauranga City 6.9 11.2

Figure 3: Collective risk ranking for Tauranga City Council
Short-term network gaps and possible investment pathway

18. Staff have completed a missing cycle links assessment. It identifies practical, lower-cost
improvements that could be considered through the Minor Safety and Accessibility programme.
This programme generally covers projects under $2 million and targets safety, access and
network gaps.

Item 1.1 Page 6



Council Workshop Agenda 3 September 2026

19.

20.

21.

22.

23.

24.

LTP and NZTA Investment pathways

A network gap is a section of a planned or desired cycling route with no cycle path, a partial
route, or a lower level of service. The assessment identifies 20 minor missing cycling links,
estimated at about $6—8 million, and three key commuter links, including previously designed
routes such as Grenada Street and 13th Avenue, as well as a key connection along
Carmichael Road, estimated at about $10.3 million. These costs are indicative and still need to
be confirmed.

Staff engaged with key cycling advocates to receive early feedback on the draft missing links
assessment. The indicative project list is included in Attachment 1.

The high-priority cycling corridors identified in the wider programme would add about 55 km to
the network. Some sections have already been completed, including Marine Parade,
Maunganui Road to Golf Road and part of the Links Avenue transitional improvements.

This targeted package sits within a wider programme context. TSOF identifies about $195
million of further walking and cycling-specific investment. This is not planned for the next three
years. Medium-priority projects are identified for Mount / Papamoa and Otimoetai / Bellevue /
Brookfield in years 4—10, with other corridors identified for years 11 and beyond. Major projects
will also continue to deliver walking and cycling outcomes, including Cameron Road Stage 2,
15th Avenue and Connecting Mount Maunganui.

One pathway is to confirm the scope in years 0—1, consider minor missing links in years 1-3,
progress the next pipeline in years 4—10, and address remaining strategic links over the longer
term. This would be subject to Council decisions and available funding.

Figure 4 outlines the proposed investment pathway for the minor improvements programme.

Strategic Investment sintenance and | s
T DYJ rocks - SUpoOTing how . ) DOV ;«an.-.u-.;-x;;.jv -
PO MOve avounct . i 2 &

Examples: Evidance through AMP Cavers Investment Casaf Activity
«  Caonnecting Mount Maunganul «  Pavement Rehabllitation « Interventions targeted to Management plans for:
+  Fifteanth Avenue + Footpath and Cyclaway iantified high risk safety Accessibiity (Walking and Cyciing)
Renewal Issues in alignment with NZTA $2M
* Cameron Road Stage 2 it prioritias
G 1 To T . ¢ Reseals * Minor Acoessibiity and Safety
. rowth aurko, Te Tumw ¢ e e C 7 P
g «  Streetightin Collaboration with NZ Polica to « Missing cycling ik (minor inks) #.9
« $xxinlTP = givang support delivery Harbour Drive

25.

26.

» Sgns end markings

« Examples include « Tsunami Evacuation
+ Traffic signals and other
IR g « Kids can Ride Reslloncs $5M
3 Programme +  Retanng , bricges

*  Structures i
«  Sopes and sip potential

) Safety S2m

+  High risx ntersectiont (e.g Concord
and Ocaanbeach)

+ Focus on DS reduction
Optimésation (Vehicke and PT) $3M
« Bus Fachites ang riwcnanges

o Queve Jumps of TS CoNpEsTion
measures

Figure 4: Minor Improvements investment pathway

The years 1-3 Safety and Accessibility proposal includes new crossings, low-cost tsunami
evacuation routes and missing cycle links. Careful prioritisation will be needed. The initial Long-
term Plan proposal currently allocates about $4 million per year to minor improvements for
walking and cycling.

Growth area projects and major Council projects may continue to deliver walking and cycling
links as part of wider transport and land-use outcomes.
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Issues and opportunities

27. Council has clear direction for walking, cycling and active modes, but it is spread across
several documents. This can make it harder to show priorities, timing, funding and trade-offs in

28.

29.

one place.

There is a gap between the identified walking and cycling programme and current funding.
TSOF identifies about $195 million of further walking and cycling investment. The targeted
missing links package identifies about $6—8 million of minor improvements and about $10.3
million for three key commuter links.

Any further work needs to sit alongside wider Long-term Plan priorities, affordability, community
consultation, delivery capacity and possible co-funding.

Outcomes sought

30. Confirm whether the current direction for walking, cycling and active modes remain the right

basis for further work.

31. Provide feedback on the preferred next step before further work is scoped, including whether to
update current delivery planning, prepare an Active Modes Strategy / Action and Investment
Plan, or test active mode funding through the Long-term Plan after Transport System Plan

consultation.

32. |dentify any further information Elected Members need on costs, benefits, safety, design

standards, timing, funding, resourcing and trade-offs.

33. Confirm how active mode priorities and trade-offs should be presented through future Long-
term Plan, Annual Plan and RLTP processes.

Options

Description

Pros

Cons

Option 1

Maintain existing
strategies and update
delivery planning.

Retain the current
strategic direction and
update delivery planning,
cost estimates, benefits

Lower resourcing
requirement,
estimated at around
$30k, and builds on

May provide less
public visibility than a
standalone strategy.

$30 - $40K information, and existing adopted
investment case material. | material.
Option 2 Consolidate existing Could improve Higher resourcing

Prepare an Active
Modes Strategy
$60-$80K

walking and cycling
material into one strategy
and review and update
the current economic
case and investment
plan.

clarity for Elected
Members, the
community and
funding partners.

requirement and may
duplicate existing
material.

Updating the walking
and cycling strategy
would need to be
updated over time to
align with future
Spatial Plan or TSP
changes as that work
progresses.

ltem 1.1

Page 8




Council Workshop Agenda 3 September 2026

Description Pros Cons
Option 3 Consider a funding Provides a clear Would need to be
Consider active mode | pathway for the minor pathway to test considered alongside
funding through the improvements package priorities, staging other LTP priorities,
LTP and three priority and trade-offs affordability, delivery

commuter links, subject through the LTP. capacity, and co-

to confirmed costs, funding assumptions.

consultation, and Council

decisions.

Next steps

34. Confirm Elected Member feedback on the options and any preferred direction.

35. If required, refine the missing cycle links package, including costs, staging, design assumptions
and funding constraints.

36. Prepare any additional summary material needed to explain how current strategies, network
gaps and investment choices fit together.

37. Use future LTP, Annual Plan and RLTP processes to test any agreed investment pathway and
trade-offs.

38. Include cycling matters in Transport System Plan engagement and wider transport discussions
ahead of the LTP, aligned with workshop feedback.

Attachments
1. Attachment 1 Missing Cycle Links - A21022034 { T
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Project/Charter name

Location details

TOTAL
Minor works
Major works

$18,206,523
$ 8,083,019
$10,123,504

Estimated

Cost

Cumulative
Spend (FY27)

Current
Status

Overall Rank

Attachment 1 - Missing Cycle Links

Reason (Council Summary)

Minor works (<$2M)
1 |Domain Road Path Gap Closure Domain Road, immediately north of| Domain Road Path Gap $ 46,836 Pre-Initiate 1 Papamoa |Small 20m section of 1.5m wide footpath between sections of shared path, on the western side of Domain Rd. Path
Doncaster Drive Closure is used by school children should be completed to appropriate width.
2 |Pacific View Waterways Connection |Pacific View Road, between Pacific View Road [Shared Path $ 60,172 Pre-Initiate 2 Papamoa |Links the Papamoa Waterways path to park/playground at cnr Pacific View Rd & Grenada St. Part of future off-road
Papamoa Waterways path and Upgrade connection through Papamoa.
Grenada Street

3 |Vale Street Walking & Cycling Vale Street, between Bureta Road |Vale Street Shared Path $ 347,228 454,236 |Pre-Initiate 2 Matua - Provides off-road link for commuters, school students and local residents. Connects to piece of shared path along
Improvements and Chapel Street Connection Otumoetai |Vale St which is being constructed in 26/27FY.

4 [Parton Road Shared Path Upgrade |Parton Road, between Papamoa |Parton Road Shared Path $ 311,848 | $ 766,083 |Pre-Initiate 4 Papamoa [Link to existing widened path outside Papamoa Primary School, south to Papamoa waterways path and skate park

Primary School and Gordon Spratt Upgrade /Gordon Spratt Reserve. Widen existing path by 1-2m. Note, Parton Rd from Papamoa Beach Rd to Dickson Rd is
Reserve/Papamoa Waterways proposed to be widened as part of Parton/Papamoa Beach Rd crossing upgrade. Simpson Reserve playground
path being built in 2027 which may increase demand.
5 |Girven Road Shared Path Completion |Girven Road, between Gloucester |Girven Road Shared Path $ 149,047 | $ 915,130 |Pre-Initiate 5 Arataki Significant numbers of commuter cyclists ride on Girven Rd to access the Matapihi cycleway. Westbound cyclists
Road and the MGI/Maunganui Completion have to ride on the footpath or on road with zero shoulder for half of the block between Gloucester Rd and
Road roundabout Maunganui Rd. Currently cyclists directed off road where the road width improves and shoulder develops.
Eastbound cyclists are directed back onto the road where there no shoulder. The current shared paths
commence/finish halfway along this block due to extent of the NZTA B2B project.
6 |Cross Road Cycleway Cross Road, between SH2 and the |Cross Road Separated $ 486,792 | $ 1,401,922 |Pre-Initiate 6 Te Papa Part of cycle route between Matua/Otumoetai and city, which would provide a connected separated cycle route all
boat ramp, including Mirrielees Cycleway the way from Matua to the City Centre (approx 6km).
Road approach
7 |Banks Avenue Coastal Link Banks Avenue, between Marine Banks Avenue Shared Path | $ 94,193 | $ 1,496,115 |Pre-Initiate 7 Mauao - Mt. [Connection from Marine Parade Coastal Pathway (average 580 cyclists per day, 1000 per day in summer) to
Parade and Maunganui Road Upgrade Maunganui [Mount main street.
8 |Windsor Road Cycleway (Previously |Windsor Road, between Charles |Windsor Road Separated $ 1,496,115 |Concept 8 Matua - The project aims to improve road safety and create a safer, more accessible route for cyclists by converting
Approved as part of Council Minor Street and Princess Road Cycleway Design Otumoetai |Windsor Road into a one-way street and adding a separated cycleway. Peak hour count 136 active mode users.
Safety and Accessibility programme
FY27)
9 |18th Avenue Shared Path Upgrade 18th Avenue, between Fraser 18th Avenue Shared Path $ 339,366 | $ 1,835,481 |Pre-Initiate 9 Te Papa Provides off-road connection from Fraser St to Tauranga Intermediate, and onto boardwalk (recreational route)
Street and the boardwalk Upgrade

10 |13th Avenue Cycleway Upgrade 13th Avenue, between Edgecumbe [13th Avenue Separated $ 1,457,500 | $ 3,292,981 |Detailed 10 Te Papa The 13th Avenue cycleway was developed to improve safety and connectivity for people walking and cycling,
Road and Grace Road Cycleway Design particularly school students, while linking key destinations and existing cycleway networks within the Te Papa area

11 |Dive Crescent Waterfront Link Dive Crescent, between existing Dive Crescent Cycle Facility | $ 268,604 | $ 3,561,586 |Pre-Initiate 11 Te Papa Part of cycle route between Mt Maunganui and City Centre, which would provide a connected separated cycle route
shared path terminus and Upgrade all the way from Matua to the City Centre. Provides a completed route of around 6km's.
waterfront pathway

12 |Grove Avenue Shared Path Upgrade |Grove Avenue, between Pitau Grove Avenue Shared Path $ 85,035 | $ 3,646,621 |Pre-Initiate 12 Mauao - Mt. |Provide a connected link between the Pitau Rd shared path (to be constructed late 2026) to Maunganui Rd shops /
Road and Maunganui Road, Mount Upgrade Maunganui |cycle lane
Maunganui

13 |Arataki Park Shared Path Connection |Arataki Park, between Monowai Arataki Park Shared Path $ 91,446 | $ 3,738,067 |Detailed 13 Arataki Provides an off-road transport link through Arataki Park, connecting to new Monowai St shared crossing, past
Street and Girven Road Connection design pump track, past Community Centre, to Girven Rd midblock signalised crossing near Marlin St.

14 |Mulberry-Windsor Path Upgrade Existing pathway between Mulberry Windsor Road Shared Path $ 268,604 | $ 4,006,671 |Pre-Initiate 13 Matua - Opportunity to improve connection between Mulberry Lane and Windsor Rd, which is used by commuters and
Lane and Windsor Road Upgrade Otumoetai |school students. Existing path is in poor condition - needs upgrade.

15 |Tilby-Cleveden School Link Upgrade |Tilby Drive and Cleveden Street, |Tilby Drive / Shared Path $ 533,966 | $ 4,540,637 |Pre-Initiate 15 Matua - Improves access and safety for school students, local residents, and recreational users travelling between
between Fergusson Park and Cleveden Street |Upgrade Otumoetai |Fergusson Park and Matua School along Tilby Drive.
Matua School

16 |Elizabeth Street Shared Path Elizabeth Street, between SH2 and |Elizabeth Street |Shared Path $ 219,809 | $ 4,760,446 |Pre-Initiate 16 Te Papa Provides a safer and more accessible walking and cycling connection between Cameron Road and the city centre.
Upgrade Cameron Road Upgrade Upgrading the existing narrow path will improve comfort and capacity for commuters, school students, and

recreational users along this key transport corridor.

Iltem 1.1 - Attachment 1

Page 10



Council Workshop Agenda 3 September 2026

Estimated Cumulative Current

Project/Charter name Location details Cost Spend (FY27) Status Overall Rank Reason (Council Summary)

Chapel Street Shared Path Upgrade [Chapel Street, between the Chapel Street Shared Path $ 172,634 | $ 4,933,081 |Concept Te Papa Narrow path which is highly used by commuters, recreational riders and people walking/biking to shops. Improve

Wastewater Treatment Plant and Upgrade Design wayfinding signage to direct cyclists to safe road crossing points at shopping centre and Maxwells Rd.
Chapel Street Shopping Centre

18 [Carmichael Road Shared Path Carmichael Road near SH2 Carmichael Road |Shared Path $ 292,192 | $ 5,225,272 |Pre-Initiate 17 Bethlehem |Ties in with Water Project. AADT only 720 vpd.

Connection

19 [Marshall Avenue Cycle Connection  |Marshall Avenue, between Marshall Avenue |Wayfinding & | $ 471,067 | $ 5,696,339 |Pre-Initiate 20 Te Papa Connects Cameron Rd to K-Valley paths
Cameron Road and K-Valley path On-Road
network Cycling

Improvements
20 |Carmichael Road Cycle Connection |Carmichael Road, between SH2  |Carmichael Road [Cycle $ 905,880 | $ 6,602,219 |Pre-initiate 19 Bethlehem |Tie in to Waters project, approx 105 cyclists per day on Wairoa cycleway and most cross SH2 then continue onto
(SH2 to reserve) and the off-road path near 137 Connection Carmichael Rd; up to 250 per day in peak. Provides off-road connection from SH2 to Gordon Carmichael Reserve

Carmichael Road path

21 |K Valley Cycle Connection McCord Avenue, Koromiko Street |McCord Avenue / [Cycle $ 1,480,800 | $ 8,083,019 |TBC 21 Te Papa Cyclists currently have to carry their bikes up steps on either side of McCord Ave bridge, which connects the K
and Waihi Road/Birch Avenue Koromiko Street |Connection Valley path to the Daisy Hardwick. This is a barrier for those with e-bikes. Suggest installing a ramp that cyclists
intersection can ride up. Cycleway ramps were designed previously but was never constructed. May need some traffic calming

on road as well.
Major works (>$2M)

22 |Grenada Street Cycleway Upgrade Grenada Street, between Girven [Grenada Street  [Separated $ 7,923,504 Detailed Arataki Commuter and school student route to 3 schools (Arataki School, Mt Intermediate and Mt College), as well as local

Road and Evans Road Cycleway Design trips to Bayfair, Baywave etc.
Majorworks - Reslience

23 |Tara Road Cycleway Connection Tara Road, from approximately Tara Road Cycleway $ 2,200,000 Papamoa |Comjmunter and School route to Papamoa College. Supports reslience business case for a Tsunami Evacuation Ro
197 Tara Road to Doncaster Drive Connection
roundabout and from east of the
roundabout to Tara Road Medical
Centre
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1.2 State Highway 2 (SH2) Revocation Programme

File Number: A21017067
Author: Nick Denyer, Senior Project Manager
Anthony Pearse, Senior Strategic Transport Planner
Authoriser: Mike Seabourne, Head of Transport
Presenter(s): External presenter(s):

Nick Denyer, Anthony Pearse

Workshop information

Purpose of workshop

1. Provide elected members with a concise overview of the State Highway 2 (SH2) corridor,
forecast traffic volumes and the SH2 Revocation Programme work completed by New Zealand
Transport Agency Waka Kotahi (NZTA) and Tauranga City Council (TCC) to date.

2. Explain the legislative and policy tests for revocation, including the requirement for the new
route to have replaced the transport function of the existing route.

3. Consider the opportunities, transport and strategic concerns, handover requirements, financial
exposure, and Long-term Plan (LTP) implications of a potential transfer of SH2 to TCC
ownership.

4. Seek elected member feedback on TCC'’s position, funding and liability expectations, handover
requirements and the further information needed before Council forms a formal position.

5. This workshop is for information and discussion. It does not seek a formal Council decision on
whether SH2 should be revoked.

Executive summary

6. NZTA is progressing the SH2 Revocation Programme associated with the delivery of Takitimu
North Link (TNL). If revocation proceeds, responsibility for the existing SH2 corridor between
the Tauranga City boundary and Cameron Road would transfer to TCC. TNL Stage 1 is
expected to open in early 2028, creating a parallel route to the existing SH2 corridor.

7. The central strategic issue is whether TNL will replace the transport function of the existing
SH2. Forecast traffic on SH2 reduces from approximately 28,700 vehicles per day to
approximately 9,000 in 2031 if TNL is not tolled, but approximately 20,500 vehicles per day are
forecast to remain on SH2 under the decided tolling scenario. This indicates that SH2 may
continue to perform a significant function as the free alternative route.

8. To support LTP planning, TCC commissioned an independent valuation and lifecycle
assessment. The current planning estimate is a replacement value of $337.4 million, a
depreciated replacement value of approximately $223.5 million and an annual lifecycle cost of
approximately $4.80 million. Assuming continuation of the current 51% FAR, the indicative
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TCC share is approximately $2.35 million per annum, broadly equivalent to 0.9% of rates.
These are planning-level estimates, not final transfer costs.

9. The principal financial risk is not the accounting depreciation charge itself, but whether future
renewals and maintenance continue to qualify for National Land Transport Fund co-investment
at the current rate and without restrictive funding caps. Any reduction in FAR or eligibility would
increase Council and ratepayer exposure.

10. Staff do not currently support revocation on the information available and recommend that
Council reserve its position while TCC continues evidence-based engagement with NZTA.
Before a formal position is formed, further work is required on the policy tests, tolling and
network function, asset condition and safety, handover standards, funding and liability
arrangements, and the final transfer boundary.

Location overview and why this matters

11. TNL is one of the Government’s Roads of National Significance projects and has been under
construction since 2021. It is expected to open in early 2028, creating a parallel route to the
existing SH2.

12. NZTA is progressing the SH2 revocation programme with TCC and Western Bay of Plenty
District Council (WBOPDC).

Traffic volumes and tolling implications

13. Traffic modelling indicates that SH2 traffic volumes could reduce from approximately 28,700
vehicles per day today to approximately 9,000 vehicles per day in 2031 if TNL were not tolled.
Under the decided tolling scenario, approximately 20,500 vehicles per day are forecast to
continue using SH2, with a similar volume forecast in 2048.

14. These forecasts suggest that tolling may influence the future function of SH2 relative to TNL.
Under the tolled scenario, SH2 is expected to continue carrying significant traffic volumes as
the free alternative route, which raises questions regarding whether SH2 and TNL perform the
same transport function.

15. TCC's review has therefore questioned whether SH2 and TNL perform the same transport
function where tolling results in continued strategic use of SH2 as the free alternative route.

Legislation and policy process

16. Section 103 of the Land Transport Management Act 2003 provides the statutory mechanism to
declare, vary or revoke a state highway. NZTA’s State Highway Revocation Policy and
Guidance 2021 sets out the policy framework for revocation.

17. SH2 has been signaled for revocation for some time, with the 2021 Urban Form and Transport
Initiative (UFTI) Connected Centre’s northern corridor package listing ‘revocation planning for
old SH2 through Te Puna and Bethlehem’ as a committed project.

18. TCC staff have participated constructively in the revocation process while consistently
recording concerns regarding the evidence base for key revocation assumptions, including
Clause 26 and Clause 27 Revocation Policy considerations, TNL Stage 2A/2B uncertainty,
traffic modelling assumptions, safety outcomes, asset condition, and fit-for-purpose
requirements.
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Project phases and timeline

Revocation Agreement with Local
Authorities
Secretary of Transport decision
to revoke
Revocation Assessment ReV’;Z?‘"O” ue

5 2026 2027 2028 2029 Mid 2029

19. NZTA have completed the Revocation Applicability Assessment and various technical
assessments relating to network planning, safety, and fit-for-purpose requirements. The
programme is approaching the next stage of the Revocation Plan phase.

20. TCC staff will continue to participate in the process to ensure that Council’s position is clearly
recorded and that unresolved technical, legal, financial, and strategic matters are addressed.

21. Council’s views are an important input to the revocation process, but the final decision sits
outside TCC'’s jurisdiction and NZTA is not required to reach consensus with Council. TCC’s
influence is therefore likely to be strongest through evidence-based advocacy, formal
reservation of its position, negotiation of conditions and outcomes, and escalation of
unresolved matters where necessary.

22. Accordingly, practical focus should be on:
(a) ensure TCC’s position is clearly recorded.
(b) challenge assumptions and evidence where appropriate.
(c) seek further assessment of where circumstances have materially changed.
(d) negotiate funding, handover, and liability arrangements.
(e) secure community and transport outcomes; and

(f) consider political or Ministry-level engagement if material issues remain unresolved.

Implications for Council

23. If revocation proceeds, TCC would assume responsibility for the ongoing operation,
maintenance, renewal, and management of the corridor.

24. Accordingly, the key issue for Council is not only whether revocation should occur, but whether
the future risks, costs, liabilities, corridor outcomes, and funding implications are sufficiently
understood before future Long Term Plan decisions are made.
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Opportunities and concerns
25. Opportunities:

(a) Changes to the corridor could reflect its future function and enable stronger connections to
the local road network.

(b) Potential outcomes include planting and green-corridor improvements and an enhanced
Bethlehem main-street environment.

(c) The Land Transport Amendment (Revenue) Bill may provide a basis for local authorities to
seek additional maintenance funding for a free alternative route.

26. Key concerns:

(a) Policy compliance: if the requirement for TNL to have replaced the function of SH2 is not
demonstrated, revocation may not be justified.

(b) Future network function: SH2 may continue to perform a strategic, freight, resilience, or
detour function, particularly because TNL will be tolled.

(c) Modelling assumptions: the revocation assessment depends on future traffic assumptions
remaining dependable.

(d) Safety and handover: Council could inherit unresolved safety, asset-condition, or
operational issues.

(e) Asset liability: ratepayers could carry long-term maintenance and renewal costs, particularly
if future NZTA co-investment reduces.

Long-term Plan and financial implications

27. A valuation and lifecycle assessment has been undertaken by WSP to support Long Term Plan
planning and to develop an indicative estimate of the potential funding and asset management
implications associated with future ownership of SH2. The assessment was prepared using
available asset inventory information, valuation records, bridge, and structures information,
forward works programme data and NZTA operational expenditure information, together with
independent review undertaken on behalf of TCC.

28. The assessment indicates the corridor could represent:

Item Estimate
Asset Replacement Value (RCV) $337.4M
Depreciated Replacement Value (DRC) $223.5M
Annual depreciation funding requirement $4.13M
Annual Operations & Maintenance Costs $0.67M
Total Estimated Annual Lifecycle Cost $4.80M

29. The annual lifecycle cost represents the long-term average funding requirement necessary to
maintain the corridor at its current level of service and condition. Actual expenditure is
expected to vary depending on asset conditions, final transfer boundaries, handover standards,
funding approvals, and future service level expectations.
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How the Valuation Was Developed

30.

31.

32.

The original NZTA valuation identified a replacement value of approximately $229 million and
an annual depreciation allowance of approximately $2.1 million. Following independent review
by WSP, the replacement value increased to approximately $337 million, and the Annual
depreciation funding requirement increased to approximately $4.13 million.

The increase was primarily driven by:
(a) Updated bridge replacement costs using current construction rates.

(b) Development of a Forward Works Programme to assess future pavement and surfacing
renewals rather than relying solely on depreciation assumptions.

Importantly, the Annual depreciation funding requirement is not calculated by applying a
percentage to the total asset value. Pavement and surfacing costs were informed by forecast
renewal demand and available forward works information, bridge costs were reassessed using
updated replacement values, and depreciation-derived renewal allowances were retained for
most remaining asset classes. These individual annual costs were then combined to produce
the estimated Annual depreciation funding requirement of approximately $4.13 million per
annum.

Adjusted Asset Valuation Summary

Asset Group Replacement Cost gig;:gg::\i‘:lt Cost éggtu al Renewal /
Basecourse Depth $40.7M $6.4M $1.08M
Surface Structure $11.5M $3.1M $0.94M
Bridges $114.2M $70.2M $1.27TM
Barriers $8.4M $0.9M $0.33M
Retaining Walls $22.5M $14.4M $0.23M
Other Assets $139.9M $128.5M $0.29M
Total $337.4M $223.5M $4.13M

Rates and funding Implications

33.

The current valuation assessment estimates an annual lifecycle cost of approximately $4.80
million per annum, comprising approximately $4.13 million of annual depreciation and
approximately $0.67 million of maintenance and operational expenditure.

34. Assuming future eligible activities continue to attract the current 51% Funding Assistance Rate

(FAR), the indicative annual funding responsibility would be:

ltem Gross Cost NZTA Share TCC Share (49%)
(51%)

Renewals $4.13M $2.11M $2.02M

Operations & Maintenance $0.67M $0.34M $0.33M

Total Annual Cost $4.80M $2.45M $2.35M
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35.

36.

37.

38.

39.

Based on current assumptions, TCC's indicative local share is approximately $2.35 million per
annum. This assumes future maintenance; operational and renewal activities remain eligible for
NLTF co-funding at current funding assistance rates. Future FAR settings, eligibility criteria,
and funding approvals remain uncertain and may affect Council's future funding exposure.

For context, Finance has advised that 1% rates equate to approximately $2.5 million of
additional annual rates revenue (excluding waters activities). On this basis, the current
indicative local share of approximately $2.35 million per annum is broadly equivalent to 0.9%
rates increase. This should be treated as an order-of-magnitude indication only and not
forecast rates increase. The actual impact on rates will depend on future funding assistance
rates, Council priorities, borrowing strategies, growth assumptions, expenditure timing and how
any future costs are funded through future Long-Term Plan and Annual Plan processes.

Finance has confirmed that depreciation associated with transport assets is currently split
between funded and unfunded depreciation. The funded depreciation component is recovered
through rates and contributes towards future renewal funding requirements, while the unfunded
depreciation component reflects the proportion of future renewals expected to be funded by
NZTA through the FAR mechanism.

Accordingly, staff do not consider the depreciation expense itself to be the primary risk. The
principal financial risk is that future NZTA funding assistance rates, renewal funding policies or
funding caps may change. If FAR eligibility reduces, or NZTA limits future renewal funding, a
greater proportion of corridor costs would need to be funded by Council and ratepayers.

Staff will continue working with Finance and NZTA to better understand long-term funding
assumptions, renewals eligibility, FAR settings and any implications for future Long Term Plan
affordability assessments.

Indicative Future Cost Profile

40.

41.

While the long-term TCC share (49%) average funding requirement is estimated at
approximately $2.35M per annum, actual expenditure is expected to vary significantly
depending on the timing of renewal activities.

An indicative future expenditure profile has been prepared using available pavement and
surfacing forward works information together with renewal allowances for the remaining asset
classes.

Estimated NZTA Share
Year Gross Cost ($M) ($M) Estimated TCC Share ($M)
2031 2.37 1.21 1.16
2032 2.62 1.34 1.28
2033 3.05 1.56 1.49
2034 242 1.23 1.19
2035 5.36 2.73 2.63
2036 8.34 4.25 4.09
2037 4.06 2.07 1.99
2038 6.13 3.13 3.00
2039 6.15 3.14 3.01
2040 7.48 3.81 3.67
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SH2 Revocation: Forecast Annual Cost and Funding Share
- Gross cost - Average TCC Share ($2.35M p.a ) MR Estimated TCC share £ Estimated NZTA share

ve

A ¥
20 p.a.)
20131 2032 2033 2034 203% 2036 20137 2038 2039

Share

Estimated annual cost {$M)
=
1

2040
Financial year
Legal and governance implications

42. The principal legal and governance risk is that TCC's continued participation in the revocation
process could be interpreted as acceptance of NZTA’s assessment conclusions, unless TCC’s
position is clearly and consistently recorded.

43. Staff have adopted a formal position-recording approach to ensure their concerns are
preserved within the official decision record. This remains important given the potential long-
term transfer of asset ownership, funding responsibility, and operational risk.

44. The key legal and process risks include:
(a) uncertainty regarding whether Clauses 26 and 27 have been adequately demonstrated.
(b) reliance on assumptions that may have changed due to TNL Stage 2A/2B uncertainty.
(c) transfer of asset condition, safety, or lifecycle risks to Council.
(d) insufficient clarity on handover standards and fit-for-purpose requirements.
(e) future funding exposure if FAR eligibility or NZTA funding priorities change; and
(f) inadequate recording of TCC's position in the formal revocation decision record.

45. Further legal advice may be required to confirm the extent of TCC’s influence under section
103 of the LTMA and the NZTA Revocation Policy, particularly if TCC does not support
revocation or considers that the relevant policy tests have not been met.

Te Ao Maori Approach

46. The SH2 Revocation Programme is being led by NZTA, which is responsible for engagement
and consultation. Iwi’hapd engagement is guided by the Revocation Policy clause 17-20. Staff
acknowledge that the proposed transfer of a significant transport corridor may be of interest to
mana whenua, particularly in relation to future corridor management, access, connectivity,
active mode outcomes, the Wairoa cycleway connection, and potential land severance matters.

47. As future RCA, there is a risk that unresolved issues identified through engagement could
become TCC matters. Accordingly, staff will continue to monitor engagement outcomes and
consider any implications for future phases of the programme.

48. At this stage, no specific Te Ao Maori matters have been identified that would alter the
discussion points contained in this report.
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Consultation / Engagement

49. Ongoing engagement has occurred through the SH2 Revocation Programme including:
a) NZTA.
b) Western Bay of Plenty District Council.
c) WSP.

e) TCC Transport.
f) TCC Finance.

(
(
(
(d) Aurecon.
(
(
(g) TCC City Planning and Growth; and

(h) legal and technical advisors were required.

50. There has been no public consultation or engagement undertaken by NZTA, this is likely to
change as the project moves into the revocation plan phase, where corridor and road
alterations may be explored.

51. Should the programme progress to later stages involving corridor form, service levels, funding
arrangements, land use outcomes, physical work or other matters of public interest, further
engagement requirements will be considered in accordance with Council’s Significance and
Engagement Policy, alongside NZTA’s engagement requirements.

Options for consideration and discussion

52. Staff do not currently support revocation on the information available and recommend reserving
Council’s position while the key policy, network, handover, and funding issues are resolved.
The following matters are proposed for elected member discussion:

(a) TCC’s position on revocation: should Council support revocation, not support it, or
reserve its position until the outstanding matters are resolved? Staff’s current view is that
SH2 status should not be removed while telling causes the corridor to remain a significantly
free alternative route.

(b) Funding and liability: if NZTA decides to revoke SH2, should Council seek a contribution
beyond the standard FAR to recognise the cost and network effects of tolling?

(c) Handover requirements: what safety, asset-condition, corridor-standard and upgrade
matters must be resolved before any transfer?

Options for consideration and discussion

53. The project team seeks elected member views on the strategic issues, preferred position,
funding and liability expectations, handover requirements and further information needed
before the programme progresses
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Next Steps
54. Subject to the Committee direction, the next steps are to:
(a) Continue to update Council through quarterly programme reporting.

(b) Hold a further Council workshop during the Revocation Plan phase to consider potential
corridor changes and emerging evidence.

c) Invite NZTA representatives to future workshops at Council’s request.
d) Refine the valuation, lifecycle cost, final transfer boundary and FAR assumptions.

(
(
(e) Identify and negotiate potential funding, handover, liability, and risk-sharing arrangements.
(f) obtain further legal and technical advice where required; and

(

g) Report back to Council before any position is taken that may materially affect TCC’s future
ownership, funding, or operational obligations.

Attachments

1. Appendix 1 - SH2 Councillor Workshop Presentation - A21025964 { !
2. Appendix 2 - State Highway 2 Revocation Valuation (WSP Report) - A21025849 J g
3. Appendix 3 - NZTA State Highway Revocation Policy and Guidance - A21025848 g
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. Location Overview
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2. Traffic volumes on existing SH2

2025 (Wairoa) 2025 (Bethlehem) No TNL Toll 2031 TNL Tolled 2031 No TNL Toll 2048 TNL Tolled 2048
24,000 28,700 9,000 20,500 12,000 20,500
Exisitng SH2 AADT without and with Tolling
35000
Current AADT
w
25000
20000
15000
10000
Change in AADT from
. 5000
Tolling
0 —_
Existing SH2 at Wairoa River Existing SH2 west of Minden Interchange AADT - Annl:'lal
2031 2031 Average Daily
m Stage 1 Only - No toll TrafﬁC

*Source Adapted from - - https://nzta.govt.nz/assets/,

study-with-appendices-may-2024-redacted.pdf

m Stage 1 Only - Preferred Toll

m Stage 1 &2-No Toll m Stage 1 & 2 - Preferred Toll

rojects/takitimu-north-link/docs/takitimu-north-link-tolling-

Tauranga City Council
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3. Legislation and Policy process

* Land Transport Management Act (2003)
o Section 103 gives NZTA (via the Secretary of Transport) permission to grant or revoke a road as State Highway

+ NZTA's State Highway Revocation — Policy and Guidance 2021
o This document outlines what NZTA 'must' and 'should’ do, to revoke a state highway to a local road
o Must ensure the roads transport function is fit for purpose
o Should work with the future Road Controlling Authority (RCA) to identify the fit for purpose standard

* What NZTA must demonstrate
o The new route has substantially replaced the function of the old route.

*+ What TCC is testing

o Whether SH2 will still perform a strategic function after TNL Stage 1 opens, particularly as a result of traffic
diversion due to TNL tolling.

* Who decides
o Council is consulted, but the final decision sits with the Secretary for Transport.

Tauranga City Council
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4. Project phases and timeline

Indicative Revocation Schedule (Stage 1)

~

-

CC review work to date

Revocation Agreement with Local
Authorities

Secretary of Transport decision

* Transport function review to revoke
* Asset condition and renewal review ; \
* Growth and network planning Plan

review
* Legal review
k Documentation of concerns

2023 2024 2028 2029 Mid 2029
Legend Funding undl .

approved to tu“ ing requ@..‘tsh Funding request

Previous Work progress with no 9 prog:gss ";"' to progress with

) - regret revocation revocation pian design and
Revocation Guidelines activities implementation
Scope
: Opening of REE]
Milestone handover of

Takitimu North
s Link Stage 1 T
Key Decision 9 council

Tauranga City Council
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5. Opportunities & Concerns

Concern

Why it matters

Opportunities

Policy compliance

If the policy test is not met, revocation
may not be justified.

Changes to the road to reflect
change in function

Future network function

SH2 may still perform a strategic,
freight, resilience or detour role.
Particularly because of the TNL toll.

Connections onto the local road
network could be enabled

Modelling assumptions

Revocation decisions depend on
future traffic assumptions being
reliable.

Planting and green corridor
opportunities

Enhanced Bethlehem 'main street'

Safety and handover

Council could inherit unresolved
safety or operational issues.

Asset liability

Ratepayers could carry long-term
maintenance and renewal costs.

Land Transport Amendment
(Revenue) Bill — potential for local
authorities to seek further
maintenance funding for the free
alternative

Tauranga City Council
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7. Valuation

Asset group Replacement Cost Depreciated Replacement Cost Annual Depreciation/Cost
Land $104,244 $104,244 $
Formation $16,823 $16,823 $
Shoulder Formation $2,774 $2,774 $
Depth of Sub-base $5,380 $5,380 $
Basecourse Depth $40.651 $6.407 $1.078
Shoulder Basecourse
Surface Structure $11,547 $3,105 $936
Channel $5,101 $2,973 $102
Chamber $1,482 $797 $30
Pipe $2,341 $1,211 $47
Traffic Facilities $1,070 $535 $71
Sign $526 $78 $31
Rail $147 $65 $6
Barrier $8,429 $918 $332
Barrier Terminal $70 $11 $3
Crash Cushion $72 $6 $3
Bridge $114,204 $70,245 $1,269
Retaining Wall $22,540 $14,369 $225
Total $337M $230M $4.1M

Prudent planning estimate based on the currently assessed full corridor scope.

The estimate will be refined as the final asset boundary, pre-handover works, Tauranga City Council
traffic loading, asset condition and funding arrangements are confirmed.
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8. Long Term Plan & Asset Liability Implications

SH2 Revocation: Forecast Annual Cost and Funding Share
=@~ Gross cost == Average TCC Share ($2.35M p.a.) [ Estimated TCC share [ Estimated NZTA share

Share
.35 p.a.)

Estimated annual cost ($M)

2031 2032 2033 2034 2035 2036 2037 2038 2039 2040
Financial year
Item Estimate

Asset Replacement Value (RCV) $337.4M

Annual Depreciation Requirement $4.13M

Annual Operations & Maintenance Costs $0.67M

Total Estimated Annual Lifecycle Cost $4.80M p.a

Indicative TCC Operational Share (49%) ~$2.35M p.a.

Based on the current valuation assessment and existing 51% FAR funding assumptions, the indicative local share
is approximately $2.35 million per annum, equivalent to approximately 0.9% of rates. The principal financial risk

is not the depreciation charge itself, but whether future renewals continue to receive the same level of NLTF co- Tau ranga City Council
funding over the long term.
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9. Discussion Points

Discussion Area

Key Question

Staff View

1. TCC'’s position on
revocation

Should Council support, not
support, or reserve its position
until key issues are resolved?

SH status should not be
removed until tolling of TNL is
removed

2. Funding and liability

If revocation proceeds, should
Council seek a greater NZTA
contribution beyond standard
FAR?

If NZTA decide to revoke the
SH, to recongise the impact

of tolling, then a greater FAR
would be justified

3. Handover requirements

What safety, asset condition,
corridor standard or upgrade
matters need to be addressed
before transfer?

Revocation Plan phase of the
project will provide more
information and opportunities
for more Council updates

4. Further information
required

What does Council need before
forming a formal position?

The purpose is to understand councillors’ views and clarify
the issues staff should focus on as the programme

progresses

Tauranga City Council
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State Highway 2 Revocation Valuation

Prepared for: Tauranga City Council (TCC)

Prepared by: Shahaanan Arulgnanapragasam (WSP NZ)
CC: Paul Anderson (WSP NZ)

Project title State Highway 2 Revocation Valuation
Client: Nick Denyer (TCC)

Project number:  NZL-WSP-2-TA007.00

Purpose: Support TCC understanding of the potential asset value and forward funding
requirements associated with the proposed SH2 revocation.

Date: 24 August 2026

State Highway 2 Revocation Valuation
06 August 2026 | NZL-WSP-2-TA007.00 1
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1. Executive Summary

NZ Transport Agency Waka Kotahi is proposing to revoke a section of State Highway 2 between
the Tauranga City boundary at Bethlehem and Cameron Road. Following revocation, the
corridor would transfer to Tauranga City Council as a local road, with TCC assuming
responsibility for its ongoing operation, maintenance, renewal and asset management.

This assessment provides an initial indication of the value of the assets that may transfer and
the associated long-term funding implications for TCC. It draws on NZTA asset valuation data,
structures information, forward work programme outputs and recent operational expenditure for
the Bay of Plenty West State Highway network.

Based on the assumed revocation extent, the assessment indicates an adjusted annual capital
renewal requirement of approximately $4.13 million and annual operations and maintenance
expenditure of approximately $0.67 million. This results in a total indicative funding requirement
of approximately $4.80 million per annum.

The capital renewal estimate represents a long-term average rather than a forecast of annual
cash flow. Actual expenditure is expected to vary depending on the timing and scale of
pavement, surfacing, structural and other asset renewals. The estimate is also subject to
confirmation of the final revocation boundary, transferred asset schedule, pre-handover works,
required level of service and TCC delivery costs. It should therefore be used as an initial
allowance for long-term planning and affordability assessment and refined as further information
becomes available.

State Highway 2 Revocation Valuation
06 August 2026 | NZL-WSP-2-TA007.00 2
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2. Revocation context and extent

NZTA is planning to revoke a section of State Highway 2 from the Tauranga City Boundary in Bethlehem
to Cameron Road as part of the wider Takitimu North Link network changes. Following revocation, this
section of SH2 would transfer to Tauranga City Council as a local road, with TCC assuming
responsibility for ongoing operations, maintenance, renewals and asset management.The purpose of
this report is to support TCC in understanding the value of the assets that may be vested, and the future
funding implications associated with maintaining those assets. The assessment draws on:

m  NZTA-supplied valuation information, including AWM/RAMM, HSIMS and land valuation data
m  NZTA supplied annual OPEX data

m  NZTA structures and HSIMS data

m  NZTA Forward work programme (FWP) outputs

The revocation extent has been defined only at a geographic level and does not provide a confirmed
asset boundary by RAMM road ID, route position, HSIMS structure list or land parcel schedule. WSP
understands NZTA is still considering the exact extents of highway proposed to be revoked and
transferred to Tauranga City Council.

Accordingly, for the purposes of this report the extent of the revocation is assumed to include the
following roads as labelled in the State highway Database. See Appendix A for a detailed carriageway
list and map view:

Table 2-1: List of Road Extents of SH2 Revocation as Labelled in AWM

Road Start (m) End (m) Length (m)

002-0146 0 1128 1128
002-0146/01.13-D 1128 1249 121
002-0146/01.13-I 1128 1249 121
002-0146/01.30-D 1298 1694 396
002-0146/01.30-I 1298 1694 396
002-0146/01.75 1746 2133 387
002-0146/02.13-D 2133 5162 3029
002-0146/02.13-I 2133 5137 3004
002-0147-W 0 92 92
002-0148-W 0 88 88
002-0149-R1 0 185 185
002-0149-R2 0 203 203
002-0149-R3 0 175 175
002-0150-R1 0 211 211
002-0150-R2 0 291 291
002-0151-R1 0 1273 1273
002-0151-R2 0 946 946

State Highway 2 Revocation Valuation
06 August 2026 | NZL-WSP-2-TA007.00 3
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It is assumed the following structures which are associated with the extents in Table 2-1 are also
included in the revocation:

Table 2-2: List of Structures of SH2 Revocation as Labelled in HSIMS

Bridge ID Name Road Start (m) | End (m)
36227 CAMBRIDGE RD OVERBRIDGE 002-0146/02.13- 3810 3880
32409 WAIROA RIVER BRIDGE #1460 002-0146 0 178
36228 WAIHI RD OVERBR No.1(OVER SH2) 002-0146/02.13- 3314 3356
36226 KOPURERERUA STREAM BR #1506 002-0146/02.13-I 4590 4610

Takitimu Drive Overbridge (15th Ave) 002-151 R1R1 780 913

State Highway 2 Revocation Valuation
06 August 2026 | NZL-WSP-2-TA007.00 4
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3. State highway Valuation Data

The NZTA-supplied State Highway valuation data has been used as a high-level basis to estimate the
indicative annual depreciation associated with the assets that may be vested to Tauranga City Council
through the SH2 revocation process. The valuation extract includes replacement cost, depreciated
replacement cost and annual depreciation values for transport assets recorded in AWM/Data Pilot,
structures recorded through HSIMS, and land values associated with the corridor.

These annual depreciation values have been used as a proxy for the long-term annualised renewal
funding requirement and therefore provide an indicative estimate of the annual capital expenditure
budget that may be required to maintain the revoked road extent over time. This approach is appropriate
for early planning and LTP affordability purposes, as it provides a broad indication of the scale of future
renewal obligations associated with the asset base proposed to transfer to TCC.

3.1 AWM/RAMM Valuation

Table 3-1 shows the summary of the RC, DRC and AD values of the following SH roads as per
the 2026 SH roading assets valuation. Note this value excludes Land as well as any structures.

Table 3-1: SH2 Revocation AWM Valuation Data Summarised by Road Name

Road Name Replacement Cost Depreciated Replacement Annual Depreciation
($ RC) Cost ($ DRC) ($ AD)
002-0146 $5,582,020 $4,579,653 $119,869
002-0146/01.13-D $264,066 $209,677 $8,015
002-0146/01.13-I $386,801 $249,634 $10,579
002-0146/01.30-D $1,620,521 $963,107 $55,914
002-0146/01.30-I $2,826,876 $2,004,976 $52,554
002-0146/01.75 $2,355,469 $1,623,331 $66,915
002-0146/02.13-D $21,089,986 $13,138,262 $331,006
002-0146/02.13-I $18,322,624 $11,368,675 $409,250
002-0147-W $2,049,090 $1,438,072 $45,125
002-0148-W $351,654 $219,148 $9,620
002-0149-R1 $702,482 $435,130 $13,959
002-0149-R2 $3,539,451 $2,561,605 $42,255
002-0149-R3 $500,638 $360,180 $8,339
002-0150-R1 $2,261,285 $1,632,177 $31,604
002-0150-R2 $4,934,365 $3,725,408 $61,887
002-0151-R1 $11,029,086 $6,449,738 $253,178
002-0151-R2 $6,984,796 $4,493,134 $117,130
Total $84,801,210 $55,451,907 $1,637,199

State Highway 2 Revocation Valuation
06 August 2026 | NZL-WSP-2-TA007.00
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3.2 HSIMS/Structures Valuation

Table 3-2 shows the summary of the RC, DRC and AD values of the following SH structures as

per the 2026 SH roading valuation. Note this value excludes land and the Takitimu Drive

Overbridge (15th Ave).

Table 3-2: SH2 Revocation HSIMS Valuation Data Summarised by Structure Name

Replacement Depreciated Annual
Structure Name Cost Replacement Cost | Depreciation

($ RC) ($ DRC) ($ AD)
CAMBRIDGE RD OVERBRIDGE $11,718,619 $8,463,447 $130,207
WAIROA RIVER BRIDGE #1460 $17,315,920 $6,156,772 $192,400
WAIHI RD OVERBR No.1(OVER SH2) $5,672,074 $4,159,521 $63,024
KOPURERERUA STREAM BR #1506 $4,903,359 $3,595,796 $54,482
Total $39,609,972 $22,375,536 $440,113

3.3 Land Valuation

Table 3-3 shows the summary of the RC, DRC and AD values of the following SH roads as per

the 2026 SH land valuation. Note this value excludes any infrastructure assets.

Table 3-3: SH2 Revocation Land Valuation Data Summarised by Road Name

Road Name Replacement Cost Depreciated Replacement Annual Depreciation
($ RC) Cost ($ DRC) ($ AD)
002-0146 $2,678,144 $2,678,144 $0
002-0146/01.13-D $876,527 $876,527 $0
002-0146/01.13-1 $856,764 $856,764 $0
002-0146/01.30-D $3,078,504 $3,078,504 $0
002-0146/01.30-I $3,259,616 $3,259,616 $0
002-0146/01.75 $5,975,582 $5,975,582 $0
002-0146/02.13-D $28,581,556 $28,581,556 $0
002-0146/02.13-I $24,557,772 $24,557,772 $0
002-0147-W $1,589,272 $1,589,272 $0
002-0148-W $1,077,185 $1,077,185 $0
002-0149-R1 $1,594,655 $1,594,655 $0
002-0149-R2 $1,949,050 $1,949,050 $0
002-0149-R3 $1,652,535 $1,652,535 $0
002-0150-R1 $941,245 $941,245 $0
002-0150-R2 $2,554,636 $2,554,636 $0
002-0151-R1 $12,338,504 $12,338,504 $0
002-0151-R2 $10,682,448 $10,682,448 $0
Total $104,243,995 $104,243,995 $0
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34 Summary of SH Valuation Results

Table 3-4 shows the combination of the AWM, HSIMS and Land valuation results for the extents of the
SH2 Revocation as defined in Appendix A.

Table 3-4: SH2 Revocation Valuation Results by Asset Group

Asset arou Replacement Cost Depreciated Replacement | Annual Depreciation
group ($ RC) Cost ($ DRC) ($ AD)
Land $104,243,995 $104,243,995 $0
Formation $16,823,023 $16,823,023 $0
Shoulder
Formation $2,773,843 $2,773,843 $0
Depth of Sub-
base $5,380,251 $5,380,251 $0
Basecourse
Depth $7,047,244 $5,726,843 $78,128
Shoulder
Basecourse $847,387 $680,278 $8,925
Surface
Structure $10,151,511 $3,105,252 $700,313
Channel $5,100,997 $2,972,910 $102,017
Chamber $1,481,952 $797,132 $29,652
Pipe $2,340,896 $1,211,037 $46,537
Traffic
Facilities $1,069,913 $534,956 $71,325
Sign $525,913 $77,790 $31,068
Rail $147,032 $65,293 $5,881
Barrier $8,429,456 $917,816 $332,274
Barrier
Terminal $69,614 $11,370 $2,783
Crash Cushion $72,461 $5,574 $2,898
Bridge $39,609,972 $22,375,536 $440,113
Retaining Wall $22,539,717 $14,368,539 $225,398
Total $228,655,177 $182,071,438 $2,077,312

The reason for utilising the SH valuation data is to understand the estimated annual depreciation (AD) of
the assets contained within this revocation. This AD value serves as a proxy for the estimated
renewal/Capex investment required to maintain the highway.

Based on the analysis performed it is estimated that approximately $2,077,312 NZD is required per
annum as capex/renewals funds to maintain this extent of highway. Please note that this is a very high-
level estimate and is subject to the limitations and assumptions covered in Section 3.5.
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3.5 Limitations and assumptions of using Valuation

Data

The use of high-level State Highway valuation data provides a useful planning estimate, but it has
several important limitations:

Limited gap analysis: The valuation data has generally been provided at a road-name and asset-
group level, with the exception of structures. This means that, aside from the four structures
identified, we are unable to validate the number, location or individual attributes of assets within each
road section. For example, the data may show the total value of signs on Road ID 002-0146, but it
does not identify the number of signs, their locations, condition, age or individual replacement values.
While this level of detail is not essential for producing a high-level estimate of annual depreciation, it
would provide an additional level of verification and confidence in the accuracy of the State Highway
valuation results.

Discussions with local WSP SME’s have already identified that noise walls have potentially been
excluded in the valuation. It is uncertain if there any other examples of missing assets.

Depreciation is not the same as actual annual capex. Annual depreciation represents an
accounting-based annualised consumption of asset value. Actual renewal expenditure is likely to be
uneven over time, with larger renewal interventions occurring in specific years rather than as a
smooth annual cost. This is expected to be explored in more detail in Section 4 which compares the
asset group results with existing forward programme estimates.

Forward works programme timing is not captured. The valuation data does not confirm when
pavement, surfacing, structures, drainage, barriers or other assets will actually require renewal. The
annual depreciation figure should therefore be checked against the validated 10-year and 20-year
forward works programmes once available.

Routine maintenance and operations are excluded. The annual depreciation value can inform
renewal capex, but it does not include routine maintenance, inspections, network management,
emergency works, vegetation control, incident response, drainage maintenance, or other operational
costs. This is expected to be covered in Section 5.

Valuation rates may differ from TCC renewal costs. NZTA valuation rates may not align with
TCC'’s local renewal rates, delivery model, procurement arrangements, overhead allocation or
treatment selection. Local rate benchmarking is required before the annual capex estimate is
finalised. This is especially true for overheads (OH) such as P&G and on-costs, as NZTA likely have
significantly higher overheads than local authority contracts.

However, it is noted that TCC expects to maintain this highway using the current NZTA defined Level
of Service (LOS) which may mean that local rates and assumptions may not apply to this stretch of
road unless TCC have other examples of meeting this LOS. Existing local data has not been
provided or considered as part of the assessment in Section 3.
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m  Retaining Structures Valuations has not been reviewed. The values included in updated
valuation are based on the NZTA valuations. These could be reviewed further to refine the valuation
confidence.

= Revocation Works. The pavement and surfacing forward works programme does not consider
renewals undertaken as part of a revocation plan. Renewals delivered through a revocation package
over and above the NZTA supplied forward work programme will reduce the forecast cost of
renewals. Once revocation works have been confirmed the forward work programme post revocation
should be reviewed.

= Asset condition has not been independently verified. The depreciated replacement cost and
annual depreciation values rely on existing asset data, assumed useful lives and remaining lives.
Currently the SH valuation data does not provide any evidence that this has been included or
excluded in the analysis.

These may change to the DRC once condition data, inspections and FWP validation are completed.
It is currently estimated that prior to handover the highway will be renewed to a suitable LOS. While
useful to know this information is not essential for a high-level analysis of AD.

4. Forward Work Programme
Summary

The annual depreciation values provide a starting point to understand cash flow requirements
for the asset owner. However, the actual cashflow requirements are dependent on the timing of
asset renewals required to maintain levels of service.

Cashflow requirements can be better informed by assessing the forward work programme for
renewals of the higher value assets. Pavement and surfacing renewals expenditure can
account for a significant proportion of costs to maintain transport infrastructure. Structures
replacements are less frequent than pavement and surfacing renewals but are a significant cost
when they are renewed. Refinement of replacement cost of significant structures will further
refine annual depreciation estimates. These assets are discussed further herein.

4.1 Structures

Major structures include bridges, retaining structures and noise walls. A high-level review of available
asset data and inspection reports has been carried out. This found the expected lives used in the NZTA
valuation is realistic. There are identified maintenance and component replacements likely to be
required soon. For the purpose of this exercise, it is assumed that NZTA will ensure any maintenance
backlog and scheduled structures component replacements are carried out by NZTA prior to proposed
handover date in accordance with best practice.

State Highway 2 Revocation Valuation
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The expected remaining life of the existing major structures reported by NZTA appears realistic and falls
outside of the LTP analysis period. Regardless of the expected renewal timing, the replacement cost of

the structures has a large bearing on the annual depreciation.

The NZTA valuation is based on assumptions applied to highway structures across the country. As a
check on the highway valuation, the rates used in the NZTA valuation have been compared to the
outturn costs of recently completed bridge projects around the Country.

Analysis of five recently completed structures found average cost to construct a highway bridge is
$8,700/m2, excluding P&G, margin and overhead assuming an average amount of ancillary works.
The NZTA valuation applies a rate of $5,622.81/m2 and an overhead factor of 1.58.

The NZTA valuation does not include the cost of the recent construction clip-on on the Wairoa River

bridge.

Accounting for the clip-on bridge cost and recent bridge construction cost, the updated replacement cost,
depreciated replacement cost and annual depreciation estimate for the bridge structures is included in
Table 4-1 below.

Table 4-1: Updated Bridge Valuation

Bridge UPDATED | UPDATED
id Name NZTARC | UPDATED RC e e
CAMBRIDGE RD
36227 SVERIDCE R $11,718,619 | $18,068,000 | $13,049,111 | $200,755
WAIROA ;’XE{; BRIDGE | 617315920 | $38,107,000 | $13,549.155 | $423 411
32409
WAIROA RIVER BRIDGE
N $0 $4.680,218 | $4,524210 | $52,002
WAIHI RD OVERBR
36228 No J(OVER Shia) $5.672,074 | $8.669,000 | $6.357.267 | $96,322
36226 KOPURERE;%’S(SSTREAM BR | $49003350 | $5739,000 | $4,208,600 | $63,766
Takitimu DriveA?ev)erbridge (15th $38,941,000 $28,556,733 $432,677
Total $39,609,972 | $114,204,218 | $70,245,077 | $1,268,936

Comparing Table 4-1 against Table 3-2 we note that the adjustments made for structures has led to a
68% increase in expected annual depreciation, predominantly from the revised unit rates and inclusion of
the Wairoa bridge clip-on.

4.2

Pavement and Surfacing Forward Work

Programme

To refine the valuation, a 10-year pavement and surfacing forward work programme has been
developed for the period from 2031 to 2040.

The following assumptions are made:

- The existing assets comprise 120,193m2 of surfaced pavements.
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- The forward work programme provided by NZTA for 2025 — 2030 is assumed to proceed
as planned prior to revocation in 2031. No additional asset renewals are anticipated prior
to handover.

- Pavement renewal cost is estimated at $435.59/m2 inclusive of asphalt wearing course.

- Surfacing renewal is estimated at:

o $97.37/m2 for asphalt surfacing renewal.
o $14.42/m2 for chipseal surfacing renewal.
- Renewal areas are based on the NZTA treatment length segmentation.
- Renewal timing is informed by asset age, current condition and past performance.

The pavement and surfacing renewals forward work programme cost for the 10-year period is
summarised in the following table:

Table 4-2 : Pavement & Surfacing FWP Summary (000s)

Year 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 TOTAL
Pavement 197 126 40 758 1,669 1,111 1,490 3,143 2,248 10,782
Surfacing 438 1,710 3,284 292 1,635 1,991 9,350

Total 197 565 40 2,467 4,953 1,404 3,125 3,143 4,239 20,132

The detailed forward work programme is included in Appendix B.
Over the 10-year analysis period, the average annual renewal costs are as follows:

- Pavement — $1,078,183 per annum
- Surfacing — $935,975 per annum

The replacement cost of the pavements and surfacing can also be evaluated by using the
renewal rates and treatment length areas. The replacement costs are summarised as follows:

Asset ‘ Area ‘ Rate ‘ Amount
Pavement
(Basecourse)/ 120,194 m2 $338.22 / m2 $40,651,361
shoulder
1890 m2 $14.42 / m2
Surfacing $11,546,560
118,303 m2 $93.37 / m2

The pavement and surfacing forward work programme assessment indicates that the
replacement cost and annual depreciation for pavements and surfacing reported in the NZTA
valuation are low.

This is likely because the NZTA valuation is based on like for like replacement of the current
AWM data which still shows that a large proposition of the extents have a granular basecourse,
however, to meet the desired level of service it is expected that many of these will need to be
upgraded to structural asphalt layers consistent with approach taken by NZTA in recent years
hence the significant discrepancy between the basecourse annual depreciation from the SH
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valuation against the results of the 10 year FWP. The forward work programme costings have
been informed by recent highway maintenance contract rates and are likely to be higher than
the rates used in the NZTA valuation.

State Highway 2 Revocation Valuation
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S. Adjusted Valuation

The pavement and surfacing forward work programme demonstrates that renewal costs in the 10-year
period following revocation is likely to exceed the annual depreciation derived from the SH Valuation.
The SH Valuation can be adjusted to account for this.

The adjusted valuation figures are provided in Table 5-1 below:

Table 5-1: Adjusted Asset Valuation Figures

. Annual
Asset group Replat(:;r;%l;t Cost Depre(gitsetd(é?ggzc):ement Depretzéaﬂgr; /Cost!

Land $104,243,995 $104,243,995 $0
Formation $16,823,023 $16,823,023 $0
ngrﬁ':tfgn $2,773,843 $2,773,843 $0
E;Spéh of Sub- $5,380,251 $5,380,251 $0
Basecourse
Depth $40,651,361 $6,407,121 $1,078,183
Shoulder ’ ’ ’ ’ ’ ’
Basecourse
g;’rﬁiﬁﬁe $11,546,560 $3,105,252 $935,975
Channel $5,100,997 $2,972,910 $102,017
Chamber $1,481,952 $797,132 $29,652
Pipe $2,340,896 $1,211,037 $46,537
Traffic Facilities $1,069,913 $534,956 $71,325
Sign $525,913 $77,790 $31,068
Rail $147,032 $65,293 $5,881
Barrier $8,429,456 $917,816 $332,274
?:;:rlﬁrr\al $69,614 $11,370 $2,783
Crash Cushion $72,461 $5,574 $2,898
Bridge $114,204,218 $70,245,077 $1,268,936
Retaining Wall $22,539,717 $14,368,539 $225,398
Total $337,401,202 $229,940,979 $4,132,927

" Annual deprecation here acts as a proxy for annual replacement cost, note that for pavement the proxy has been replaced with annualised
spend over a 10-year period from the use of the FWP
2 This is the current value of the asset as at 30" June 2026 prior to upgrading the remaining granular basecourse to Structural AC

State Highway 2 Revocation Valuation
06 August 2026 | NZL-WSP-2-TA007.00

Item 1.2 - Attachment 2

Page 43



Council Workshop Agenda 3 September 2026

\\\I)

6. OPEX/Maintenance Costs
Summary

It has been noted in the section 3.5, the annual depreciation value can inform renewal capex,
but it does not inform operational expenditure.

A high-level estimate of annual operating expenditure may be developed by considering the
state highway expenditure.

The Bay of Plenty West State Highway network is the network area defined by the previous
Network Outcomes Contracts Maintenance boundaries and has a centreline length of 265.3km.

The proposed revocation has a centreline length of 12.0km or 4.5% of the Bay of Plenty West
Network.

NZTA does not account for operational expenditure at an asset level. NZTA has provided the
operational expenditure by activity for the Bay of Plenty West State Highway network for the
period from July 2024 — April 2026.

State Highway 2 Revocation Valuation
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The following table presents the maintenance costs for the BOP West State Highway and
estimates the operational expenditure for the revocation length by pro-rata.

Work Category BOP West BOP West Revocation
Expenditure July | Expenditure, | Estimate,
24 - April 26, $ $lyear $lyear
114 Structures Maintenance 1,323,620 721,975 32,773
121 Environmental Maintenance 5,718,121 3,118,975 141,582
122 Traffic Services Maintenance 2,471,719 1,348,210 61,201
123 Traffic Counts & Other Ops 94,586 51,592 2,342
151 Network Management 5,689,775 3,103,514 140,881
111 Pavement Maintenance 9,388,792 5,121,159 232,469
113 Drainage Maintenance 2,287,375 1,247,659 56,636
124 Cycle Path Maintenance 65,451 35,701 1,621
TOTAL 27,039,439 14,748,785 669,505

Based on pro-rata of highway expenditure the estimated cost of operational costs to maintain
the revoked state highway is $669,505 per annum.

It should be noted this cost estimate does not make provision for the following costs:

- Internal overhead. Costs provided by NZTA are external costs only.
- Contribution to Tauranga Transport Operations Centre Costs.
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7. Results of Cost Analysis

This section combines the results of the Valuation, FWP and OPEX analysis to produce high

level total cost estimate. The valuation, forward work programme and operational expenditure
assessments indicate that Tauranga City Council may require approximately $4.27 million per
annum to maintain the proposed revoked section of State Highway 2 at the assumed level of
service.

The estimated annual funding requirement comprises:

= $3.60 million per annum for capital renewals, based on the adjusted asset valuation and the
anticipated pavement, surfacing and structural renewal requirements; and

= $0.67 million per annum for operations and maintenance, based on a pro-rata allocation of recent
expenditure across the Bay of Plenty West State Highway network.

The capital renewal estimate represents a long-term average funding requirement. Actual
expenditure is expected to vary between years depending on the timing and scale of renewal
activities, with some years requiring significantly greater investment than the annualised
estimate. The operational expenditure estimate is also indicative and excludes TCC internal
overheads and any contribution to Tauranga Transport Operations Centre costs.

The estimated $4.27 million annual cost should therefore be used as an initial allowance for
long-term planning and affordability assessment. The estimate should be refined once the final
revocation boundary, transferred asset schedule, pre-handover works, required level of service
and TCC delivery costs have been confirmed.

Table 7-1: Annualised Cost for SH2 Revocation

Category $ Annual Cost (NzD)
Adjusted Capex/Renewal investment $4,132,927
OPEX $669,505
Total Estimated Annual Cost $4,802,432
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Appendix A Detailed AWM Extents of
SH2 Revocation

Appendix A contains map snapshots from AWM highlighting the road extents of the SH2 Revocation that
is discussed within this report. The maps also highlight the structures that are included in the revocation
as well as those that are excluded despite being within close proximity to the revocation.
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1.3 Sport and Recreation Investment Prioritisation (Presentation)
ATTACHMENTS

Nil

1.4 Network of Community Centres (Presentation)
ATTACHMENTS

Nil
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1.5 Long-term Plan 2027-37 - Rating Policy and Revenue and Financing Policy

File Number: A21029645

Author: Holly Riddell, Corporate Planner
Kathryn Sharplin, Acting GM: Chief Operating & Financial Office
Jim Taylor, Manager: Rating Policy and Revenue
Frazer Smith, Manager: Strategic Finance & Growth

Authoriser: Kathryn Sharplin, Acting GM: Chief Operating & Financial Office

Presenter(s): External presenter(s):

Kathryn Sharplin
Jim Taylor
Frazer Smith
Holly Riddell

Workshop information

Purpose of workshop

1. The workshop will provide the Mayor and Councillors with an overview of the statutory rating
framework, the proposed rates cap, and key features of Council’s rating system. These
include rating differentials, the uniform annual general charge, growth-related targeted rates,
remissions, and wastewater and stormwater rating arrangements under the new water
organisation.

2.  The workshop will also provide the Mayor and Councillors with an understanding of the
Revenue and Financing Policy which sits within the 2027-37 Long-term Plan.

Executive summary

Rates Policy

3.  Council’s rating system is governed by the Local Government Act 2002 (LGA) and the Local
Government (Rating) Act 2002. The legislation outlines the statutory sequence from funding
needs analysis through to consultation that is required to support legally robust rating
decisions.

4.  The Local Government (Rates Capping) Amendment Bill proposes an initial annual rate
increase target of 2% to 4% from 1 July 2029, based on average rates per rating unit. The
cap would include general rates, the UAGC, targeted rates and penalties, but exclude
drinking water, wastewater and stormwater rates. The first two years of the LTP would not be
capped which enables Council to transition and plan. The level of rates in Year two would
establish the base on which the future 2%-4% increases are calculated.

5.  Council will collect $256 million in rates in 2026/27, plus $142 million for three waters.
General rates of $228 million currently (with 3 waters included) represent 57% of all rates
and fund around half of Council activity. Key policy settings are the commercial and industrial
differentials of 2.25 and 2.7 respectively, which generate 34% of general rate revenue, and
the UAGC of $349 per rating unit, or around 10% of total rates.

Item 1.5 Page 65



Council Workshop Agenda 3 September 2026

Revenue and Financing Policy

6.

The LGA requires Council to adopt and maintain a Revenue and Financing Policy as part of
its Long-term Plan. The policy establishes how Council funds its activities and provides the
rationale for funding decisions, ensuring costs are allocated in a fair, transparent, and legally
compliant manner.

As part of the review process, staff have been undertaking the Funding Needs Analysis
required under section 101(3)(a) of the Act. This analysis assesses each activity's
beneficiaries, the drivers of demand, the community outcomes supported, and the
appropriateness of alternative funding mechanisms. The results of this work will be
presented to Council for approval at the 10 November 2026 meeting.

Following Council's consideration of the Funding Needs Analysis, staff will complete the
second stage of the review, which considers the cumulative impact of funding decisions
across all Council activities. A draft Revenue and Financing Policy will then be presented to
Council in December 2026 for consideration.

Background

Rating Policy

9.

10.

11.

12.

13.

14.

The Local Government (Rating) Act 2002 provides the statutory framework for Council to set
general rates, differential rates, a uniform annual general charge, and targeted rates.

Council has progressively increased the commercial and industrial differentials over the past
four years, informed by analysis of transportation benefits and demand associated with the
Port of Tauranga. Tauranga’s industrial differential of 2.7 and commercial differential of 2.25
are within the range applied by other metropolitan councils.

The previous LTP set a target distribution of 65% residential, 15% commercial and 20%
industrial by 2027/28. The current distribution is 66%, 15% and 19% respectively. Council will
need to consider whether the distribution should be determined by formula or reviewed
annually, whether the current differentials remain appropriate, and whether a separate
industrial category should be retained.

The uniform annual general charge (UAGC) provides a minimum contribution from each
property towards community-wide services. It has been reduced on affordability grounds,
shifting a greater proportion of rates onto property value. Tauranga’s UAGC is $349, or 8% of
total rates, compared with $925 in Hamilton, $663 in Auckland and $213 in Christchurch.
Wellington and Dunedin do not apply a UAGC.

Council introduced two growth-related targeted rates in 2024/25:

(a) the Papamoa East Interchange targeted rate funds part of the interest on debt
associated with Te Tumu. Construction was deferred beyond the 2024-34 LTP, but the
debt remains and compounding interest may affect the development’s feasibility; and

(b) the Pyes Pa West targeted rate funds the growth area’s share of the development
contributions backlog, rather than leaving the debt to be funded by all ratepayers. A
targeted rate for Bethlehem West was considered in 2023 but was not introduced.

Council’s remission policies provide relief where charging full rates would be inequitable or
inconsistent with community outcomes. Nine policies are delegated to staff, while Council
retains responsibility for natural disaster and emergency relief. Matters identified for review
include the clear-history requirement for penalty remission, the remission threshold, recurring
cases such as uninhabitable properties and house fires, and delegation for small-scale
events.
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Revenue and Financing Policy

15.

16.

17.

18.

19.

The LGA requires Council to adopt a Revenue and Financing Policy, which forms part of the
Long-term Plan (LTP).

The Revenue and Financing Policy outlines how Council intends to fund its activities and
provides the rationale for those funding decisions.

The policy is a critical component of Council's overall funding framework. It guides the setting
of rates, development contributions, user fees, and charges. A policy that does not comply
with statutory requirements, or is found to be unreasonable, may compromise the validity of
funding decisions made in reliance on it.

The LGA prescribes a two-step process for developing and reviewing a Revenue and
Financing Policy. The first step is the Funding Needs Analysis (FNA), as required by section
101(3)(a) of the LGA. This analysis requires Council to consider, for each activity:

(@) the community outcomes to which the activity contributes;

(b) the distribution of benefits between the community as a whole, identifiable groups, and
individuals;

(c) the extent to which the actions or inaction of particular individuals or groups contribute
to the need for the activity; and

(d) the costs and benefits of funding the activity distinctly from other activities.

The second step is to consider the cumulative impact of the funding decisions across all
Council activities. This involves assessing the aggregated outcomes of the Funding Needs
Analysis and their overall effect on the community. Matters considered include rating
differentials, the proportion of rates set on a uniform basis, and the factors used to determine
targeted rates.

Next steps

20.

21.

22.

Rating policy decisions will return to Council at the appropriate stage of the LTP process.
Matters that will come back include the UAGC policy direction given the waters transition,
options for charging for stormwater and wastewater through rates, and the allocation of the
general rate including differential and proportion following the revenue and financing policy
step.

Staff are currently completing the first stage of the review and will present the Funding Needs
Analysis to Council for approval at its meeting on 10 November 2026.

Following Council's consideration of the Funding Needs Analysis in November, staff will
complete the second stage of the review and prepare a draft Revenue and Financing Policy
for Council consideration in December 2026. Rating policy matters will also be presented to
Council at this stage, including options and recommendations on the allocation of rates
across the community.

Attachments

1.
2,

Rating Policy for the 2027-37 LTP - Workshop 3 September 2026 - A21030356 § T
Revenue and Financing Policy Presentation - 3 September 2026 - A21029640 § &
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