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1.0 Introduction

The Te Ahu Trust is currently in the process of developing a multi use community facility
encompassing a wide range of community facilities. This development is unique in a New
Zealand context because of the breadth of the development’s functions. Te Ahu is
envisaged to contain functions such as an i-Site, a regional museum, a café, a retail shop, a
library and the Council Service Centre.

Underpinning Te Ahu is the fundamental concept of the ‘seven peoples’. In essence this
concept encapsulates the Trust’s vision that Te Ahu will serve all the peoples of the Far
North and visitors from outside the region. By drawing together different functions Te Ahu
is designed to become far more than the sum of its parts. Spaces and functions will expand
and contract so that at certain times Te Ahu will be capable of becoming a large cultural
centre or a museum.

The Trust engaged Visitor Solutions, Chow Hill and Studio Pasifika to undertake an
optimisation and feasibility analysis to assist in bringing the development to fruition. This
analysis is holistic in nature and examines a wide range of issues including current
demographic and visitor trends, the development of a schedule of spaces, visitation
estimates, capital development costs, management options and a business model.

The first Te Ahu business case was prepared in August 2008. This report (December 2008)
builds on its predecessor. Because not all elements of the first report have changed the
first business case has been included in its entirety (sections 1 - 10). The updated report
was developed between September and December 2008 and takes account of a number of
the client’s core decisions made over this period. For example, the existing community
centre was integrated into Te Ahu and the management model was adjusted. These new
decisions and the assumptions, which they have in turn generated, have led to the
development of a new series of business cases. The updated data, assumptions and business
cases are set out in sections 11-17.

Due to the complexity of the undertaking and the number of partners involved it is
recognised that this document is not in itself an end point. It is designed to stimulate
discussion and identify certain project parameters. Following additional work and partner
discussions it is envisaged that this document will again need to be updated.



Te Ahu Business Case
August 2008
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2.0 Demographic Analysis

2.1 Introduction

Te Ahu is first and foremost a community facility focused on the needs of the people of the
Far North (the ‘core market’). Its secondary role is to facilitate an improved experience for
visitors from outside of the region (the ‘secondary market’). Gaining an understanding of
both these markets is essential for informed business and design planning. The following
section begins by examining the Northland population and then the international and
domestic visitors markets.

2.2 Northland Region

2.2.1 Population

The census usually resident population count for the Northland Region totalled 148,470 as
at March 2006. At that time, the Northland Region contained 3.7 percent of the census
usually resident population of New Zealand. Since the 2001 Census, the population usually
resident in the region has increased by 8,337 people or 5.9 percent compared with a rise of
7.8 percent for the New Zealand usually resident population during the same period.

Figure 1 Resident Population
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The estimated population of the Northland Region was 153,800 at 30 June 2007, an increase
of 1,170 people since 30 June 2006. This represents an increase of 0.8 percent, compared
with a national increase of 1.0 percent over the same period. The Far North District has
been estimated to have grown by 0.4% over the same period.



2.2.2 Labour Force

Statistics New Zealand estimate that the Northland regional labour force totalled 68,200
during the September 2007 quarter. Unemployment in the Northland Region totalled 3,600
for the September 2007 quarter. The unemployment rate for the region increased to 5.3
percent compared with 5.2 percent for the September 2006 quarter. The New Zealand
unemployment rate for the September 2007 quarter was 3.4 percent. The unemployment
rate for Northland is currently the highest of all regions in New Zealand.

Northland Region employees earned an average of $21.25 per hour in September 2007, 1.5
percent higher than in June 2007. This increase compares with an average 1.3 percent
increase for the whole of New Zealand. In September 2007, males and females in the
Northland Region earned an average hourly rate of $22.69 and $19.58 respectively,
representing an increase of 1.8 percent for males and 1.2 percent for females from June
2007.

Figure 2 Average Hourly Earnings September 2007
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2.3 Northern Ward, Far North District

2.3.1 Population
The total resident population of the Northern Ward, Far North District Council (defined as

Kaitaia, Doubtless Bay and North Cape) in 2006 was 17,520, a decrease of 123 from the
2001 census.

Figure 3 Northern Ward 2006 Census: Population by Age Group & Sex
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2.3.2 Ethnicity

The largest ethnic group was European (48%), a reduction from the 58% in 2001. A further
39% of the population identified itself as Maori, no change from 2001. The increase was the
section of the population identifying with other ethnicity.

Figure 4 Northern Ward 2006 Census: Ethnic Profile
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2.3.3 Income and Employment

The median income of the Far North population ($42,000) was significantly lower than that
for New Zealand nationally ($59,000) and for Northland ($47,100), according to the 2006
Census. Table 1 provides a comparison at a district and regional level and Table 2 provides
a more detailed breakdown at the ward level.

Table 1 Median Income Levels

. % of New

neome | Zealnd
New Zealand Total $59,000 100%
Northland Region $47,100 80%
Far North District $42,000 71%
Northern Ward $38,700 66%
Awanui $34,700 59%
Karikari Peninsula-Maungataniwha $37,800 64%
Taipa Bay-Mangonui $37,400 63%
Herekino $49,200 83%
Ahipara $40,800 69%
North Cape $35,500 60%
Houhora $36,500 62%
Motutangi-Kareponia $43,700 74%
Kaitaia West $34,200 58%
Kaitaia East $35,800 61%

Figure 5 provides an overview of the income groups within the region. It is worthwhile
noting that Figure 5 considered only the population aged 15 years and over. Of those that
stated a figure the largest income category group was those earning $10,001-$15,000,
which represented 17% of the total earning age population. In total, 53% of the population
that stated a figure had a total family income of less than $20,000 per annum.

Figure 5 Northern Ward 2006 Census: Income
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Median income levels are set out graphically on Map 1 which illustrates household incomes
in the majority of the Kaitaia urban area were between $20,001 and $40,000 per annum in
2006. The majority of the rural areas surrounding the town also displayed similar patterns.
Approximately 21 meshblocks recorded median household incomes above $40,001 (Map 1).

The unemployment rate in the Northern Ward population was 5.0% according to the 2006
census. Table 2 highlights that this is slightly higher than both the average for Northland
(4.0%) and New Zealand as a whole (3.4%). Map 2 illustrates the percentage of unemployed
per meshblock in Kaitaia and Northland.

Table 2 Average Unemployment Levels

Average Unemployment Levels
New Zealand Total 3.4%
Northland Region 4.0%
Far North District 4.5%
Northern Ward 5.0%
Awanui 4.9%
Karikari Peninsula-Maungataniwha 4.6%
Taipa Bay-Mangonui 3.1%
Herekino 3.6%
Ahipara 5.7%
North Cape 6.7%
Houhora 4.5%
Motutangi-Kareponia 4.5%
Kaitaia West 6.8%
Kaitaia East 6.2%

According to the Department of Labour unemployment levels have remained at a similar
level and in the year to December 2007 were estimated to be 4.1% for Northland and 3.4%
nationally.
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2.3.4 Qualifications

32% of the population had no qualification as at the 2006 Census. Only 6% of the total
population had bachelor degree or higher (Figure 6).

Figure 6 Northern Ward 2006 Census: Qualification
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2.3.5 Social Deprivation Index

The Social Deprivation Index (NZDep2006) is a measure of comparative socio-economic
position calculated for small geographic areas. The calculation uses a range of variables
from the 2006 Census of Population and Dwellings and represents nine dimensions of social
deprivation. The NZDep2006 was updated by the Department of Public Health, University of
Otago, Wellington in August 2007.

The Index is widely used for the application of funding formulas for health care by DHBs,
social services and other sectors. Visitor Solutions has found that it can also be used as a
general indicator of an area’s level of disposable income.

The Index measures socioeconomic deprivation over geographical units as defined by
Statistics New Zealand. The smallest units the index can be applied to are mesh-blocks.
When applied to mesh-blocks and set out graphically the index provides a coloured visual
representation of comparative socio-economic deprivation (Map 3).

Variables used by the index include: income, home ownership, family support,
employment, qualifications, living space, communication and transport (Table 3).

Table 3 Census Variables Utilised in the 2006 Deprivation Index

Variable description (in order of decreasing weight)

1 Income People aged 18-64 receiving a means tested benefit

2 Income People living in equivalised households with income below an income
threshold

3  Owned home People not living in own home

4  Support People aged <65 living in a single parent family

5 Employment People aged 18-64 unemployed

6  Qualifications People aged 18-64 without any qualifications

7 Living space People living in equivalised households below a bedroom occupancy
threshold
8 Communication People with no access to a telephone

9  Transport People with no access to a car

It is important to remember that the Index provides a graduated scale of comparative
deprivation based on a humber of variables. It does not mean that an individual living in a
particular area with a high deprivation score is necessarily deprived. A deprivation score of
1 indicates that this area falls within the 10% of areas within New Zealand which are the

13



least deprived. Comparatively a deprivation score of 10 indicates that this area falls within
the 10% of areas nationally which are the most deprived.

Table 4 indicates the NZDep2006 scores for the various wards in the Far North District.
Kaitaia West, Kaitaia East and North Cape are identified with NZDep2006 scores of 10. That
is they fall within the 10% of the most deprived areas of New Zealand.

The 2006 deprivation index is set out graphically for Kaitaia and Northland in Map 3. Kaitaia
and Northland have high deprivation scores with the exception of the Kerikeri hinterland.

14



Map 3 - Kaitaia and Far North Deprivation Index 2006
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Table 4 NZDep2006 Social Deprivation Index.

NZDep2006 Score
Awanui 9
Karikari Peninsula-Maungataniwha 9
Taipa Bay-Mangonui 8
Herekino 8
Ahipara 9
North Cape 10
Houhora 8
Motutangi-Kareponia 8
Kaitaia West 10
Kaitaia East 10
Key Findings

¢ Northland has a comparatively youthful population.

e The Te Ahu catchment has a comparatively high deprivation (deprivation index
score).

e The median income of the Far North population ($42,000) was significantly lower
than that for New Zealand nationally ($59,000) and for Northland ($47,100).
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3.0 Visitor Data

3.1 Introduction

This section contains detailed tourism trends and forecasts, data for which have been
sourced from the Ministry of Tourism and Statistics New Zealand. The data are primarily
based on two main surveys - the International Visitor Survey (IVS) and the Domestic Visitor
Survey (DTS). The Ministry of Tourism conducts these surveys based on representative
samples of travellers. Data from these surveys were downloaded from the Tourism
Research Council during the first week of March 2008.

The Ministry acknowledges the presence of statistical errors in these data. References are
made to multiple reports, datasets, variables and databases in this study and there is a
strong likelihood that some figures could contain discrepancies. For example, the sampling
methodology and terminology used in both surveys has changed over the past five years.
The same variable has also differed at times depending on which Ministry of Tourism raw
data table has been used. Due to statistical error margins both the IVS and DTS are only, at
best, estimates of tourism levels. It is recommended that more emphasis be placed on the
general trends rather than on the absolute values themselves. Differences also exist
between Statistics NZ and Ministry of Tourism data. Visitor Solutions has used these figures
in good faith, but can make no guarantees as to their validity.

3.2 National Tourism

3.2.1 Domestic Market

In the year ending September 2007, almost 45 million domestic tourist visits were
undertaken across New Zealand, an increase of 4.1% (1,787,739) on the year ending
September 2006. 52.3% of the total domestic visits were undertaken by males. The greatest
increase can be seen within the 55-64 year old males (up 16.6%) and the 65+ females (up
16.8%).

Table 5 ALL RTO Domestic Visitors Trip Numbers by Sex and Age

Gender & Year Year
Age ended ended

Sep 04 Sep 05

Male 15-24 6,931,483 5,520,729 4,943,140 4,664,393 4,620,011 4,220,309
Male 25-34 6,040,108 4,366,192 4,073,953 4,599,263 4,051,514 4,238,310
Male 35-44 6,385,459 5,775,207 4,433,872 5,543,407 4,357,242 4,865,935
Male 45-54 5,794,611 5,472,810 4,354,246 4,332,906 3,909,122 4,205,366
Male 55-64 3,740,569 3,483,570 3,062,329 3,184,950 2,586,247 3,014,314
Male 65+ 3,269,240 2,586,505 2,325,081 2,535,586 2,754,070 2,944,609
Total Male 32,161,472 27,205,015 23,192,620 24,860,505 22,278,203 23,488,847
Female 15-24 5,396,484 5,071,291 3,757,980 4,169,213 3,917,865 4,122,212
Female 25-34 4,770,830 4,035,538 3,915,835 3,882,222 3,603,801 3,612,585
Female 35-44 5,786,918 5,388,943 4,591,056 4,565,585 4,235,276 4,211,531
Female 45-54 4,635,731 4,333,159 3,664,775 3,654,968 3,956,836 4,076,373
Female 55-64 3,427,980 3,106,155 2,425,841 2,670,213 2,746,864 2,616,567
Female 65+ 2,640,387 2,657,313 2,386,551 2,571,913 2,351,199 2,746,673

Total Female 26,658,331 24,592,400 20,742,039 21,514,108 20,811,842 21,388,940

TOTAL TRIPS 58, 819,803 51,797,413 43,934,659 46,374,613 43,090,046 44,877,785

17



Domestic Tourist Expenditure

Domestic tourist expenditure accounted for over $7.9billion dollars in the year ending June
2007, up 11.8% on the previous year. Overnight trips accounted for 64.1% of all domestic
expenditure, down slightly from 64.8% the previous year.

Table 6 Domestic Visitor Expenditure by Trip Type

Trip Year ended Year ended Year ended Yearended Year ended| Year ended

Type

Jun 02 Jun 03 Jun 04 Jun 05
2,999,158,822  3,283,915,987  2,955,953,454 2,590,562,069

2,486,171,234 2,837,552,362

Day
Overnight 4,329,303,386  5,007,103,219  4,647,690,707  4,160,551,332  4,579,525,986  5,058,400,124

Total 7,352,373,031 8,291,019,206 7,603,644,161 6,751,113,401 7,065,697,220 7,895,952,486

3.2.2 International Market

In the year ending March 2007 there were over 2.2 million international tourist visits to New
Zealand, an increase of 1.8% (38,437) over the previous year. 37.2% of the international
visitors came from Australia, an increase from 36.3% the previous year.

Table 7 ALL RTO International Visitors Trip Numbers by Sex and Age

Top 10
Markets

Australia 528,600 562,631 678,119 789,792 793,319 826,899
UK 202,361 228,805 260,131 262,115 285,930 270,991
USA 173,432 187,453 192,230 197,473 196,527 199,007
Japan 145,288 166,473 148,230 154,379 144,754 120,239
Korea 79,913 97,130 100,885 97,597 92,987 96,652
China 49,374 72,089 64,018 84,731 84,630 104,090
Germany 47,181 48,648 55,943 53,633 52,964 54,424
Canada 36,628 37,044 37,460 39,839 39,865 41,815
Taiwan 33,427 34,898 24,007 25,306 26,060 25,675
Singapore 29,654 28,224 28,300 28,681 25,464 22,995
Other 377,111 393,056 388,846 446,817 442,538 460,688
Total 1,702,969 1,856,451 1,978,169 2,180,363 2,185,038 2,223,475
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International Tourist Expenditure

International tourist expenditure accounted for over $6.2 billion in the year ending March
2007, an increase of 2.5% on the previous year. Holidays accounted for 53.1% of the
international visitor expenditure, down slightly on the previous year of 55.4% of all
international expenditure.

Table 8 International Visitor Expenditure by Trip Type

Year ended Year ended Year ended Year ended| Year ended| Year ended

Mar 02 Mar 03 Mar 04 Mar 05 Mar 06 Mar 07

Holiday 3,410,573,171  3,442,110,212  2,932,806,844  3,207,312,611  3,474,878,822  3,340,507,674
VFR 696,019,394 864,268,537  1,309,840,187  1,077,175,564  1,070,678,886  1,306,689,574
Business 666,039,353 766,307,285 750,833,747 800,433,180 798,628,866 907,749,796
Education 543,382,356 809,917,653 889,456,651 621,373,171 471,938,158 489,276,157
Other 228,281,194 304,609,354 429,544,425 437,125,879 459,291,158 246,842,518
Total 5,544,295,469 6,192,371,924 6,313,068,230 6,143,516,192 6,275,415,940 6,291,065,719

3.2.3 Domestic Visitors to Northland

In the year which ended September 2007, approximately 2.5 million domestic tourist visits
were made to the Northland RTO (Regional Tourism Organisation), down almost 10% on the
previous two years (Table 1). The Ministry of Tourism data set indicates that between
September 2002 and September 2007 the number of total domestic visits declined by
approximately 31.9%.

Just over 52% of the year end September 2007 total domestic visitors to Northland were
males (1,320,942).
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Table 9 Northland RTO Domestic Visitors Trip Numbers by Sex & Age

Gender & Year Year Year Year Year Year
Age ended ended ended ended ended ended

Sep 02 Sep 03 Sep 04 Sep 05 Sep 06 Sep 07

Male 15-24 568,728 223,991 326,030 259,341 243,807 205,163
Male 25-34 345,540 350,837 177,553 343,577 261,734 230,292
Male 35-44 370,351 216,760 284,112 306,376 278,693 369,344
Male 45-54 345,522 295,394 200,202 197,156 288,735 228,878
Male 55-64 169,968 218,163 193,554 240,069 296,806 96,549
Male 65+ 125,690 153,350 133,846 249,216 172,382 190,714
Total Male 1,925,797 1,458,494 1,315,295 1,595,729 1,542,163 1,320,942
Female 15-24 208,900 316,398 106,329 178,889 180,979 213,569
Female 25-34 326,829 245,508 201,598 257,182 226,130 184,116
Female 35-44 366,681 285,102 241,153 307,127 287,925 236,064
Female 45-54 384,676 263,095 270,555 301,818 314,465 209,493
Female 55-64 156,665 171,761 105,711 118,156 167,425 229,989
Female 65+ 274,514 300,042 248,597 76,899 150,142 124,328
Total 1,718,267 1,581,904 1,173,944 1,240,068 1,327,068 1,197,562
Female

TOTAL TRIPS 3,644,063 3,040,401 2,489,241 2,835,800 2,869,230 2,518,503

Note: Visitor counts less than 100,000 are subject to greater than +/-50% error.
Source: Ministry of Tourism.

3.2.4 Markets

Approximately 41% of all domestic trips within Northland were intra-regional in the year
ending September 2007. In respect of the inter-regional visits the Auckland market
contributed 51%, while the Waikato and the Bay of Plenty regions contributed 3% and 2%
respectively (Table 10).

Table 10 Northland Region: Domestic Trips By Markets
Region of Origin

Region Of Main Northland|  Auckland Waikato Bay of Manawatu- Wellington Canterbury

Destination Plenty Wanganui
Northland
Region 36,20?397 35,8110,116 2,0180,161 1,7020,484 889,0406 672,0957 430,0688 9513708
(1999 - 2006) (46%) (46%) (3%) (2%) (1%) (1%) (1%) (1%)
Northland 25,821
Region 1,031,273 1,276,358 93,683 23,551 27,967 22,151 8,113 (i‘)/)
(Year End Sept (41%) (51%) (4%) (1%) (1%) (1%) (1%) ’
07)

Region of Origin and Region of Main Destination by Trip Type

Dataset: Domestic Travel Survey

Note: Visitor counts less than 100,000 are subject to greater than +/-50% error.
Period (Year ended from 1999 onwards) and Year ended Sept 2007

Day and Overnight Trips

The Auckland domestic market is likely to remain an important market for any Kaitaia

development. It is important that at least certain aspects of any new development are
tailored to appeal to Aucklanders as they are Kaitaia’s largest close market.
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3.2.5 Trips

The year ending September 2007 witnessed the total number of domestic trips to the
Northland RTO decrease by 12.2% on the year ending September 2006 (350,727). Day trips
decreased by 15.3% (288,527) and overnight trips decreased by 6.3% (62,200). Domestic day
trips accounted for 63% of the total trips during the year ending September 2007. Table 11
illustrates fluctuations in both day and overnight trips over the six-year period from
September 2002 until September 2007.

Table 11 Northland RTO: Number and Type of Trip

Year ended Year ended Yearended Year ended Year ended | Year ended
Sept 02 Sept 03 Sept 04 Sept 05 Sept 06 Sept 07
Total Trips 3,644,063 3,040,401 2,489,241 2,835,800 2,869,230 2,518,503
Day Trips 2,601,140 1,952,210 1,665,228 1,957,747 1,882,908 1,594,381
Overnight Trips 1,042,923 1,088,191 824,013 878,053 986,322 924,122

Number of Trips by Trip type and RTO of Main Destination
Dataset: Domestic Travel Survey
Note: Visitor counts of less than 100,000 are subject to an error of greater than +/-50%.

3.2.6 Visitor Nights in Northland RTO

Domestic visitors spent approximately 3.5 million visitor nights in the Northland RTO in the
year ended December 2006. This was a decrease of 187,000, or 5.09% on the previous year.
On average, 2.83 nights were spent in the Northland RTO per domestic overnight visit
(Source: Ministry of Tourism, New Zealand Regional Tourism Forecasts 2007 - 2013.
Northland RTO, August 2007).

3.2.7 Purpose of Visit

In the year ending September 2007, 45% of the total domestic day visits to the Northland
RTO were for the purpose of a ‘holiday’ followed by “visiting friends and relatives’ (25%).
Holiday was the main purpose for 46% of overnight visits with visiting friends and relatives
(VFR) being the main purpose of the visit for 34% of overnight visitors in the year ending
September 2007 (Table 12).

Table 12 Northland RTO Domestic Visitors Purpose of Visit by Trip Type
Main Reason For Year ended Year ended Year ended Year ended Year ended Year ended
Visit (Grouped) Sept 02 Sept 03 Sept 04 Sept 05 Sept 06 Sept 07
Day Visit
Total 2,936,332 2,119,915 2,072,295 2,037,372 2,271,595 1,794,760
Holiday 35% 47% 38% 36% 36% 45%
VFR 21% 22% 26% 27% 30% 25%
Business 34% 22% 24% 30% 27% 21%
Education 2% 1% 0% 0% 0% 0%
Other 8% 9% 12% 6% 7% 9%
Overnight Visit
Total 1,177,217 1,308,408 962,413 1,004,087 1,140,867 1,039,181
Holiday 47% 52% 51% 49% 50% 46%
VFR 34% 32% 26% 32% 33% 34%
Business 12% 9% 12% 10% 13% 16%
Education 2% 0% 1% 1% 1% 2%
Other 6% 6% 9% 7% 3% 1%

Share of Visits to RTO areas by Purpose of Travel

Dataset: Domestic Travel Survey

Note: Visitor counts less than 100,000 are subject to greater than +/-50% error. Data represents all visits of 1 hour
or more to the Destination.
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3.2.8 Mode of Transport

In the year ending September 2007, almost 95% of the total domestic trips were undertaken
using a car/van. Limited conclusions could be drawn from the rest of the variables in Table
13 as figures of less than 100,000 are prone to high margins of error.

Table 13

Northland RTO: Transport Type Used by Domestic Visitors

Year ended Year ended Year ended Year ended | Year ended Year ended
Transport Type Used Sept 02 Sept 03 Sept 04 Sept 05 Sept 06 Sept 07
Total 3,644,063 3,040,401 2,489,241 2,835,800 2,869,230 2,518,503
Aeroplane 43,792 42,609 59,151 32,362 38,566 30,020
Car/Van 3,490,548 2,803,189 2,328,107 2,670,041 2,720,239 2,386,869
Campervan/Motorhome/RV 6,576 6,129 3,301 16,338 24,723 43,119
Scheduled Coach Service 5,228 29,086 8,679 0 67,528 39,718
Coach Tour/Tour Coach 61,155 35,700 46,110 8,201 38,480 30,832
Taxi/Limousine/Car Tour 0 1,700 0 0 0 0
Train 0 5,089 1,598 0 0 0
Commercial Ferry/Boat 74,774 102,043 21,291 36,296 14,479 17,884
Private Yacht/Boat 17,411 14,538 24,000 11,040 10,851 9,298
Bicycle 0 0 0 0 914 2,264
Motorbike 6,543 13,752 31,281 5,096 24,573 10,946
Hitchhiking 0 0 0 0 0 5,702
Walking/Tramping 11,993 15,840 0 0 0 0
Helicopter 0 0 0 2,173 0 0
Other 61,544 92,251 44,093 119,661 4,578 11,849
Don't Know 17,653 0 0 0 0 0

Note: Visitor counts of less than 100,000 are subject to error of greater than +/-50% error.
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3.2.9 Accommodation

The share of accommodation types used by the domestic visitors underscores that the
majority of domestic trips to Northland were intra-regional as previously highlighted;
‘private owned dwellings’ and ‘rented dwellings’ accounted for 49% and 13% respectively in
the year ending September 2007. The split for ‘backpackers/hostels’ was less than 1% over
the same period (Table 14), although these figures should be interpreted with caution
owing to the high margins of error.

Table 14 Northland RTO: Domestic Nights by Accommodation Type.
Year Year Year Year Year Year
ended Sept | ended Sept ended Sept ended Sept | ended Sept ended Sept
Accommodation Type 02 03 04 (0]5) 06 07
Total
3,231,223 3,612,749 2,583,997 2,845,887 3,160,175 2,812,379
Hotels
4% 6% 5% 2% 3% 5%
Motels
14% 10% 13% 12% 11% 13%
Guest And Hosted
1% 1% 1% 2% 2% 1%
Resorts/Luxury
Lodges/Retreats 0% 0% 1% 1% 1% 1%
Backpackers/Hostels
1% 1% 1% 2% 1% 1%
Holiday
Parks/Campgrounds 17% 8% 16% 13% 10% 14%
Student Halls Of
Residence 0% 0% 0% 1% 0% 0%
Other Collective Tourism
Establishment 3% 2% 1% 1% 2% 1%
Owned Dwellings -
Private 52% 59% 56% 58% 59% 49%
Owned Dwellings -
Rented 4% 6% 3% 5% 7% 13%
DoC Site
0% 0% 0% 0% 0% 0%
Other Tourism
Accommodation 4% 6% 3% 2% 4% 2%

Share of Nights by Accommodation Type and RTO of Destination
Dataset: Domestic Travel Survey
Note: Visitor counts less than 100,000 are subject to greater than +/-50% error.
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3.2.10 Activities / Attractions

In the year ending September 2007, the share of activities/attractions undertaken by
domestic visitors in the Northland RTO presents a mixed picture. Dining, not unexpectedly

is the activity most reported to have been undertaken by domestic visitors (22%).

It should be noted that the percentages outlined in Table 15 will not necessarily total 100%
as visitors were able to give multiple reasons for their motivation for travel.

Table 15 Northland RTO: Activities/Attractions undertaken by Domestic Visitors
Year ended Year ended Year ended Year ended Year ended
Activities/Attractions Sept 02 Sept 03 Sept 04 Sept 06 Sept 07
Total 4,113,552 3,428,321 3,034,711 3,311,741 3,412,465 2,833,940
Dining 15% 20% 17% 17% 19% 22%
Shopping 12% 13% 14% 20% 12% 15%
VFR 25% 29% 19% 28% 15% 15%

Sightseeing (Land)

9%

17%

15%

18%

6%

11%

Walking and Trekking

%

9%

5%

%

9%

4%

Golf

3%

2%

1%

1%

1%

2%

Horse Trekking/Riding

0%

1%

1%

0%

0%

0%

Hunting/Shooting

0%

0%

1%

0%

0%

0%

Boating

4%

3%

5%

2%

2%

2%

Canoeing/Kayaking/Rafting

1%

1%

0%

1%

0%

1%

Swimming

7%

7%

7%

5%

3%

3%

Fishing

7%

7%

6%

5%

6%

8%

Other Water Activities

2%

2%

2%

2%

5%

3%

Other Scenic/Natural Attractions

14%

11%

14%

10%

11%

13%

Theme and Leisure Parks

0%

0%

0%

1%

0%

0%

Cultural Attractions

0%

0%

0%

0%

1%

0%

Museums and Galleries

2%

3%

0%

2%

5%

1%

Heritage Attractions

0%

2%

4%

0%

1%

0%

Performing Arts

1%

1%

0%

0%

0%

0%

Arts and Crafts

0%

0%

0%

0%

0%

0%

Other Arts & Culture Activities

0%

0%

4%

0%

2%

0%

Convention/Conference

1%

0%

1%

0%

0%

0%

Business

10%

9%

14%

12%

10%

5%

Education/Study/Language School

2%

0%

1%

0%

1%

1%

Other Business/Edctnl Activities

0%

0%

0%

0%

3%

5%

Entertainment

3%

4%

3%

2%

3%

3%

Other Activities

5%

7%

9%

6%

6%

3%

None/Nothing

9%

13%

9%

12%

14%

20%

Share of Activities and Attractions of visitors to RTO areas

Dataset: Domestic Travel Survey

Note: Visitor counts of less than 100,000 are subject to greater than +/-50% error.
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In the year ending September 2007, 2% (67,688) of domestic visitors undertook some form
of arts or cultural activity/attraction in the Northland RTO. This reduced to 1% (21,806)
when looking at cultural or heritage activities/attractions only.

Year ended Year ended Year ended Year ended Year ended Year ended

Activities/Attractions Sept 02 Sept 03 Sept 04 Sept 05 Sept 06 Sept 07
All Culture / Arts 106,926 186,713 142,959 103,691 210,836 67,688
All Culture / Arts 3% 5% 9% 3% 8% 2%
Culture and Heritage 6,059 67,874 117,864 26,204 52,915 21,806
Culture and Heritage 0% 2% 4% 1% 2% 1%

Share of Activities and Attractions of visitors to RTO areas
Dataset: Domestic Travel Survey
Note: Visitor counts of less than 100,000 are subject to greater than +/-50% error.

3.2.11 Total Expenditure

Domestic visitors spent a total of over $316 million in the Northland RTO in the year ended
September 2007 (excluding transport costs; variable: trip type). This was an increase of
5.3% ($16 million) on the previous year. The overnight spend however decreased by 3.8%
($7.6 million) while the day trip spend went up by $23 million (an increase of 23.5%) on the
previous year (Table 16).

Table 16 Northland RTO: Domestic Visitor Expenditure by Trip Type:
Year ended Year ended Year ended Year ended Year ended Year ended
Trip Type Sept 02 Sept 03 Sept 04 Sept 05 Sept 06 Sept 07
Total ($) 358,964,626 349,714,910 250,034,186 281,579,302 300,551,016 316,071,066
Day Trip ($) 165,460,555 105,156,706 91,116,916 108,094,071 98,631,646 121,694,147
Overnight Trip ($) 193,504,071 244,558,204 158,917,270 173,485,231 201,919,370 194,376,919

Note: Expenditure EXCLUDES Transportation costs, which frequently are incurred at the Origin rather than at the
Destination.
Transport costs would include such things as vehicle rental, and transport ticket purchases.

3.2.12 Average Spend

Domestic visitors in Northland RTO spent an average of $60 per day visit and $82 per night
in 2006 (Source: Ministry of Tourism, Full Regional Forecast). The average spend per day
visitor has remained at a similar level since 2002; however the average spend per night has
increased by $12 over the same period. (Source: Ministry of Tourism, New Zealand Regional
Tourism Forecasts 2007 - 2013. Northland RTO, August 2007).
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3.3 International Visitors to Northland

3.3.1 Visitor Profile

Combined IVS figures for the period 1997-2006 provide details on the international visitor
demographics. The information contained in this section is based on the data provided by
the Ministry of Tourism which was derived from the International Visitor Survey (IVS 1997-
2006). These data sets from 1997 to 2006 were combined by the Ministry.

Sex and Age Profile

The distribution of the international visitors was relatively even across the age group
categories as Figure 7 highlights. The largest group was between the ages 25 and 34 years
(693,399 or 25%), while the smallest group was that aged 65 years and over and which
constituted 12% of the total international visitors to Northland RTO.

Figure 7 Age Profile of International Visitors to Northland RTO
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S 400,000 ° 1 15% =
=] 12% S
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200,000
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Database: International Visitor Survey
Visitor counts less than 5,000 are subject to greater than +/-50% error. A new methodology applies from 2003.
Period (Total All Years: 1997 - 2006)

Markets

Australia was the largest market in terms of international visitor numbers for the Northland
RTO (Figure 8). Approximately 28% or 788,597 of the visitors surveyed from 1997-2006 (IVS)
came from Australia. The tourists from the UK represented 24% of the total, while the USA
and Germany represented 10% and 8% respectively (Figure 8).
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Figure 8 Northland RTO: International Visitor Market

International Visiotrs
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Main Activities

The combined IVS 1997-2006 data highlights the popular activities/attractions in the
Northland RTO (Figure 9). While ‘sightseeing (land)’ and ‘other scenic/natural attractions’
had the largest share of participants, 51% (or 1,421,534) and 39% (or 1,097,582)
respectively, the activities like boating, walking & trekking and dining also had significant
rates.

Visits to ‘heritage attractions’ attracted 9% (243,228) of international visitors over the
period 1997 - 2006.
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Figure 9 Northland RTO: Top 10 activities by International Overnight Visitors
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Database: International Visitor Survey

Visitor counts less than 5,000 are subject to greater than +/-50% error. A new methodology applies from 2003.
Period (Total All Years: 1997 - 2006)

Multiple responses will imply that the % will not add up to 100%

The combined IVS 1997-2006 data shows that 18% (492,886) of international visitors
undertook some form of arts or cultural activities/attractions in the Northland RTO over
this 10 year period. This reduced to 11% (307,232) when only looking at cultural or heritage
activities/attractions.

Activities/Attractions 1997 - 2006

All Culture / Arts 492,886
All Culture / Arts 18%
Culture and Heritage 307,232
Culture and Heritage 11%
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Transport

Most international visitors to the Northland RTO (combined data: IVS 1997-2006) preferred
to travel by car/van. In fact 1,737,689 (or 61.7%) of the total international visitors
(N=2,817,332) used this mode of travel (Figure 10).

Figure 10 Northland RTO: International Visitors & Mode of Transport
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N
[(0]
(o)
o
[3)]
(3]

260,302
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Database: International Visitor Survey
Visitor counts less than 5,000 are subject to greater than +/-50% error. A new methodology applies from 2003.
Period (Total All Years: 1997 - 2006)

Purpose of Visit

According to the International Visitor Survey (IVS, YE March 2007), 67.7% of international
visitors travelled to Northland RTO for the purpose of a ‘holiday’. This was down from the
73.3% YE March 2006. All other categories increased their share on the previous year. Table
17 provides a detailed break-down of international visitors to Northland RTO by the
‘purpose of visit’.

Table 17 International Visitors to Northland RTO by Purpose of Visit
Main Reason For Visit - NZ (Grouped) YE Mar 02 YE Mar 03 YE Mar 04 YE Mar 05 YE Mar 06 YE Mar 07
Total 282,271 322,966 357,622 367,448 375,496 334,405
Holiday 210,053 241,059 260,263 273,334 275,127 226,262
Visiting Friends And Relatives 48,822 50,523 59,495 54,780 68,244 74,026
Business 10,684 14,232 10,919 13,911 15,622 15,678
Education 6,484 10,390 13,982 10,191 6,853 6,314
Other 6,228 6,762 12,962 15,232 9,650 12,125

Visitor numbers by RTO and Purpose
Database: International Visitor Survey

Visitor counts less than 5,000 are subject to greater than +/-50% error

. A new methodology applies from 2003.
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3.3.2 Visits

Ministry data indicate that while the number of international visitors to Northland RTO had
declined 14.1% from 340,495 (YE March 2006) to 292,598 (YE March 2007) the number of
nights spent in the area had decreased by only 1.7% (29,386). This also indicates that since
March 2001 the number of nights spent by international visitors increased by 59% with the
average nights per person increasing from 4.23 to 5.82 (Figure 11).

Figure 11 Northland RTO: International Overnight Visitors by Total Nights &
Average Number of Nights per Person.
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Database: International Visitor Survey
Visitor counts less than 5,000 are subject to greater than +/-50% error. A new methodology applies from 2003.

3.3.3 Expenditure

The 2006 year end figures from the Ministry of Tourism suggest that the international
tourists spent approximately $223 million in Northland RTO; 94% of the total spend was
contributed by the overnight expenditure at an average of $117 per night. The international
day trip spend was approximately $14 million at an average of $46 per day visit.
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3.4 Northland Forecasts

3.4.1 Domestic Visitation

By 2013 the total domestic visits to the Northland RTO are expected to increase to
3,919,000. The day visits are forecast to increase to 2,577,000, while the overnight visits
are predicted to increase to 1,342,000.

Figure 12
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3.4.2 International Visitors

By 2013 the total international visits to the Northland RTO are expected to increase to
1,078,000. The day visits are forecast to increase to 403,000, while the overnight visits are
predicted to increase to 675,000.

Figure 13 International Tourists to Northland RTO
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3.4.3 Expenditure

In 2006, the total tourist expenditure reached over $657 million. Approximately 75% (or
$499 million) was contributed by ‘overnight trips” with ‘day trips’ adding the remaining
$158 million. By 2013, the total tourist expenditure is forecast to touch $885 million (a rise
of approximately $230 million on the year ending 2006). The share of ‘overnight trip’
expenditure is expected to be approximately 78% (or $689 million) which would represent
an increase of approximately 38% (or $190 million) on the 2006 year end. ‘Day trip’
expenditure is forecast to add $197 million to the total expenditure by 2013, an increase of
$39 million (or 25%) on the 2006 year end figures. (Source: Ministry of Tourism, New
Zealand Regional Tourism Forecasts 2007 - 2013. Northland RTO, August 2007).

3.4.4 Average Spend

Forecasts by the Ministry of Tourism suggest that the average overnight domestic and
international visitor expenditure figures are expected to reach $94 and $146 respectively by
2013. For the average overnight domestic visitor expenditure, an increase of approximately
15% (or $12) on the 2006 year end is expected, whilst the increase in the average overnight
international expenditure is forecast to increase 25% (or $29). (Source: Ministry of Tourism,
New Zealand Regional Tourism Forecasts 2007 - 2013. Northland RTO, August 2007).
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Key Findings

e Although data indicate visitor markets have fluctuated over time, projections
indicate the market is anticipated to remain robust.

e However, the majority of government projections are unlikely to have factored in
recent market changes associated with the escalation of fuel prices and subsequent
increased cost of road and air travel. External changes globally with softening
economic conditions in the USA and Europe are also likely to filter through in the
near future. It is therefore considered advisable to temper official projections.
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4.0 Community Consultation

A series of interviews were conducted with a range of community stakeholders identified
by the Te Ahu Trust. This data was used to inform the development of Te Ahu’s schedule of
spaces and inform the development of the general study. Key findings from these
interviews are outlined below.
Key Local Community Research Findings

1. The business case (and final facility) will be impacted upon by its location.

2. The majority of external visitors (tourists) arrive and exit the far north via State
Highway 10.

3. Some members of the business community identified an interest in new office
space.

4. Iwi identified a lack of a central gathering place.

5. People in remote locations are car pooling (“community taxi”’) into town and
parking at ‘Pak n Save’ because it is central and passengers can access other
services (such as doctors, chemists, Winz, library and shopping). The car park has
become the central meeting hub for the local community.

6. Youth do not currently have a safe meeting space in Kaitaia.

7. The youth population in the area is likely to remain robust into the future.

8. Local radio and TV channels are already undertaking youth programmes and appear
well accepted by youth.

9. The existing community centre site is not well perceived at the moment.
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5.0 Preliminary Schedule of Spaces

The following preliminary schedule of spaces has been determined based on a wide variety
of variables. These variables include:

Identified community need.

Industry effective practice.

Capital development and fit out costs.

Operational costs.

Sustainability.

Base operational assumptions developed by the Te Ahu Trust (for example the use
of commercial lease rates).

OO WN P

These spaces should be seen as a starting point for the concept development. Final space
allocations will likely be decided on the basis of:

1. Capital development cost (how much capital can we raise to undertake our
development?).

2. Operational costs (Can we raise the operational money to run our space?).

3. Minimum critical mass (can we generate the minimum critical mass to warrant
undertaking the development of a particular space?).

In reaching these preliminary schedules it is important to understand the forces that act to
limit each potential developments component’s (spaces) size. Figure 14 illustrates four key
constraints: the user’s own spatial requirements, the maximum capital fundraising
threshold, operational cost limitations (how sustainable an entity is operating in a certain
space) and the sites physical constraints. All of these influences have come to bear on the
following schedule, especially the maximum capital fundraising thresholds which have been
set at approximately $12 million.

Figure 14 Spatial Constraints

Obtainable

Space
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5.1 The Schedule

The following preliminary design schedule has been heavily influenced by development
constraints. None of the partners’ desired requirements are able to be fully met within the
estimated capital funding threshold of approximately $12 million.

For example, the library standards indicate Kaitaia Library should have a space of
approximately 1,225m?, given its catchment population. The Far North Regional Museum’s
desired spatial allocation was originally 1,428 m? far greater than data suggest is possible.

Current quantity surveys indicate costs of between $12.7 - 14.7 million (including_fit out)
can be expected depending on which spaces are staged, or not developed at all (Section 6).
Additional cost reductions are likely to be required to come back on budget.

The preliminary schedule of spaces based on development options one, two and three are
outlined in Table 18.

Despite these spatial constraints it is envisaged that with careful design and management
Te Ahu can become more than the sum of its parts. For example, Te Ahu could be at key
times a large museum borrowing or colonising surrounding spaces for special exhibitions or
events. Projection units could be used to show images or “virtual exhibitions’ in the main
foyer / gallery space or even the facade of the building.

Lectures and temporary exhibitions could also be held in the cultural centre. The library
could also run theme weeks that aligned with museum exhibitions. The key to this approach
is the ability to easily facilitate the expansion and reinvention of spaces so that one
function is not constrained by its traditional spatial allocations.

Table 18 Preliminary Schedules for Options One, Two and Three

Optlon 1 Optlon 2 Optlon 3

Internal External | Internal | External | Internal | External
Schedule of Spaces Space Space Space Space Space Space

Foyer / Circulation

Gallery

Te Ahu Admin hub 100 100 100

Library 842 842 842

Library Walled Courtyard 40 40 40
Council Service Centre 250 250 250

‘Tech Space' 240 240 0

i-Site / Retail 135 135 135

Museum 550 500 480

Cultural Centre 120 120 170

Café 55 55 55

Toilets 60 60 60

Total 2,852 40 2,602 40 2,392 40
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51.1 Museum

The current museum is approximately 360m? and is housed in an old deteriorating building.
Like many of the partner organisations the Far North Regional Museum will have less space
than was initially desired. This is primarily due to the aforementioned constraints, primarily
operational sustainability and capital development cost thresholds. The museum will also
require a significant fit out budget in order to complete even a modest 480m? space (with a
350m? gallery) up to a mid quality interpretive standard.

The following preliminary allocations have been made to stimulate discussion. If the
museum is to operate in line with its proposed future vision it is anticipated that many of
the museum’s back of house and store functions will need to be undertaken in the current
Museum building.

It is recognised that from an operational context that this is not ideal. However, the
objective would be for the first phase of construction to be the first component of a staged
development that would eventually enable the use of the current museum building to be
phased out and all operations moved to Te Ahu.

It is recommended that the museum’s second stage be designed at the same time as the
first (at least to advanced concept design stage).

Table 19 Detailed Schedule of Spaces: Museum
Option 1 Option 2 Option3
Detailed Space InternaIZSpace InternaIZSpace InternaIZSpace
m m m
Gallery 1 150 150 150
Gallery 2 150 150 150
Gallery 3 50 50 50

Reception Counter

/Small Entry Foyer 20 20 20
Kitchenette / Toilet 10 10 10
Office 15 15 15
Work Room 40 20 30
Store Room 30 20 15
Exhibition Store 85 65 40
Sub Total 550 500 480

Interviews with three interpretation designers indicated that three galleries totalling 350m?
would be sufficient to create a quality visitor experience given a mid range interpretive
fitout. It is very important to consider how focused the museum will be on the needs of
visitors as opposed to other traditional museum functions. If the museum is to have a heavy
visitor focus and seek to be a strong attraction in its own right then additional interpretive
fit out may be required.

Should the operational assumptions drawn in the business case section (Section 9) change
then it may be possible for the museum to occupy more space. However, the largest
constraint at this point in time is likely to be the project’s capital development threshold.
In order for the museum to increase in size then other Te Ahu components would need to
be reduced in size. Assuming the museum’s current operational vision is retained it is likely
that the existing museum building will need to be utilised until a second museum stage can
be developed.

It is important to note that the Museum space is unlikely to be constrained from a visitation
perspective. Even if visitation was significantly higher than estimated (say 20,000 per
annum) the gallery spaces and foyer would be able to accommodate approximately 90
people at any given time (based on NZBC C/AS1) and at least seventy people comfortably.
The main constraints are related to meeting back of house activities and storage
requirements.
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The Museum’s other requirements, such as lecturing, are envisaged to be accommodated in
surrounding spaces such as the technology space or cultural centre.

5.1.2 Te Ahu Administration Hub

Under the favoured management model (see Section 8) Te Ahu will be required to have an
administrative centre and a combined lunch room. The administrative centre would
accommodate the manager and support staff.

Table 20 Detailed Schedule of Spaces: Administration Hub

Youth Space

Internal Space External Space

Detailed Spaces m? m?
Office 15
Reception / Open Plan Area 25
Storage 10
Lunch Room 50 Optional
Sub Total 100
5.1.3 Library

The library schedule of spaces is heavily based on the national library building standards.
Many of the spaces out of necessity have been reduced to meet budget requirements. A
clever arrangement of internal spaces and the use of an external courtyard are anticipated
to offset some of these spatial constraints.

Table 21 Detailed Schedule of Spaces: Library
Library
Detailed Spaces Intern;IZSpace ExternniIZSpace
Main Shelving Area 668
Seating Areas 65
Office / work station 21
Electronic Info 11.5
Work Room 76.5
Library Walled Courtyard 40
Sub Total 842 40
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5.1.4 Council Service Centre

The Council service centre spaces were developed after discussions with Council staff. The
spatial sizes are considered lean given the level of staff to be accommodated and the
activities that are undertaken.

Spatial reductions of approximately 100m? have been made by Council relinquishing their
board room and a stand alone lunch room. Council staff will utilise one of the community
spaces in either the cultural centre or technology space for meetings and eat in the
communal Te Ahu lunch room.

Table 22 Detailed Schedule of Spaces: Council Service Centre

Council Service Centre

Internal Space

Detailed Space m?2
Office 1 15
Office 2 15
Open Plan 1 50
Open Plan 2 50
Storage 40
Reception 30
Board Room Shared
Meeting Room 1 10
Meeting Room 2 10
Lunch Room Shared
Toilets 30
Sub Total 250

5.1.5 Community ‘Tech Space’ and Northtech Teaching Space

These spaces were developed in consultation with Northtech and following an examination
of existing spaces. Under option three the function of the main video conferencing room
has been transferred to the cultural centre.

Table 23 Detailed Schedule of Spaces: Community ‘Tech’ Space
Option 1 Option 2 Option 3
Detailed Space InternaIZSpace InternaIZSpace InternaIZSpace
m m
Main Video Conferencing Room 80 80
Storage Room 15 15 .
Meeting / Lecture Room 1 50 50 Utilise cultural
Meeting / Lecture Room 2 50 50 centre spaces
Lobby / circulation 45 45
Sub Total 240 240 0
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51.6 i-Site

The i-Site like many other spaces is compact. However, it is considered adequate so long as
the exterior of the building and window displays are well utilised. The spaces were based
on other similar facilities and the likely use patterns in Te Ahu. It is envisaged that the i-
site will develop spatial synergies with other components such as the museum and cultural
centre.

Table 24 Detailed Schedule of Spaces: i-Site

i-Site

Internal Space
m2

Detailed Space

Main Display Area / retail 100

Office 10

Storage 15

Kitchenette / Toilet 10

Sub Total 135
5.1.7 Cultural Centre

The Cultural Centre was a difficult space to develop because of the community / Trust
brief to create both an intermit space that paid respect to the “seven peoples concept”
and a large event space for more than 2,000 people were in opposition to one another.

The conclusion drawn was that it was better to focus on the more intermit space and
encourage the use of indoor / outdoor stages to be built for larger events. This could
potentially be a function for the existing community centre.

Budgetary constraints and viability also dictated that the smaller space be created first. It
was also noted that functions could potentially be held in the main foyer / circulation
gallery.

Under option three the cultural centre is increased in size with the inclusion of the main
video conferencing space. This is a function which has been transferred from the
Community ‘Tech Space’. The function rooms and video conferencing room would be
designed to open into one another creating one large space.

Table 25

Detailed Spaces

Option 1
Internal Space

Detailed Schedule of Spaces: Cultural Centre

Option 2
Internal Space

Option 3
Internal Space

m2

m2

m2

Function Room 1 50 50 50
Function Room 2 50 50 50
Main Video Conferencing Room 0 0 50
Small Foyer 20 20 20
Sub Total 120 120 170
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5.1.8 Café

The café is comparatively modest in size and draws heavily on the use of outdoor areas to
accommodate peak visitation. It is assumed that this space will be very simple and serve a
very limited range of food. It is best considered a ‘muffin break’ style of operation.

Table 26 Detailed Schedule of Spaces: Café
Shop / Café
Detailed Spaces InternaIZSpace ExternaIZSpace

m m

Kitchen 15

Store Room 10

Café / Shop Floor 30

Outdoor Eating Area 60

Sub Total 55 60

5.1.9 Foyer / Circulation Gallery

This space is seen as an important aspect of conceptual thinking around how the individual
components of Te Ahu can be combined. The space is also likely to be used extensively to
expand components of Te Ahu such as the cultural centre and museum during events.

Table 27 Detailed Schedule of Spaces: Foyer/Circulation Gallery

Internal Space Internal Space Internal Space

Detailed Spaces

Foyer / Circulation Gallery 500 300 300

5.1.10 Space and Activity Interrelationships

Consideration was given to how the different components outlined in the schedule of
spaces can be best synergised. These connections are best displayed graphically in the
following interrelationship diagram. A major component in current thinking is the way in
which a central circulation gallery with two entries could be used to draw the Te Ahu
components together.
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6.0 Estimated Development Costs

A series of three development cost options have been prepared by Maltbys Ltd. The
projects current capital fundraising threshold has been identified as being approximately
$12 million. The development options currently identified are as follows:

Option One
Full option with a total gross floor area of 2,852m? at a cost of $14.7 m (Excl GST)

Option Two
As per option 1 but with reduced foyer and museum space at a cost of $13.6 m (Excl GST)

Option Three
As per option 2 but with the Community Technology Spaces deleted and other areas

adjusted in size at a cost of $12.7 m (Excl GST)

These figures include allowances for modest fitout costs.

The full Maltbys quantity survey report is in appendix 1. This report contains a full
breakdown of inclusions and exclusions. It is considered important that this report be read

in its entirety.

Appendix 2 contains the preliminary parking and traffic analysis which was used to inform
the development of costs.
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7.0 Visitation Estimates

The following visitation estimates have been developed as a preliminary estimation of
visitation to aid the planning process. They area based on available data.

7.1 Library

7.1.1 Projected Visitation

Current library membership is just over 1/3 of the Ward’s population (2006 Census) (Table
28).

Table 28 Current Library Membership.
Age Group Number of Members
0-13 years 2,060
13 - 18 years 900
18+ years 3,180
Total 6,140

The library’s current estimated daily visitation is 250 people with an average of 7,500 visits
recorded per month. Extrapolated this suggests an annual visitation of approximately
90,000 per year (source: Library data 2008). Records also indicate approximately 10,000
items are issued per month (approximately 125,000 items per year).

Research on other libraries would suggest that moving the library away from the main
street could generate a visitation decline of between 10 - 25%. However, the clustering of
activities in Te Ahu could be envisaged to offset some of this potential decline. Therefore
assuming a current daily visitation of 250 people and applying the lower 10% decline figure
this would reduce daily visitation slightly to 225 people (or 81,000 annually).

In the first year of operation it is probably best to work on the basis of a 10% decline in
visitation. However, it is important to remember that although visitation may decline items
issued may stay the same or increase because material is better presented / displayed. The
possibility also exists that any decline could be temporary especially as Te Ahu develops to
its full potential.

7.1.2 Use Patterns

The following figures summarise total door counts for Kaitaia Public Library. The counts
were taken over a two week period, between the 16" of February and 29" of February
2008.

As illustrated in Figure 15, library usage over the two week period is comparatively stable
with the exception of an increase on Thursdays. The average number of visitors is 574 in
week 1 and 505 visitors in week 2. Total library usage is higher over Monday to Thursday
and tails off over the weekend. Library visits are lowest on Saturdays when the library has
shorter operating hours.
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Figure 15 Library Usage (16" February -29" February 2008)
‘l:l Week 1 ml Week 2 Total ‘
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Monday Tuesday Wednesday Thursday Friday Saturday
CWeek 1 582 584 583 894 442 360
I Week 2 550 609 470 612 489 297
Total 1132 1193 1053 1506 931 657
Day

The time of visits was also recorded to gauge popular library visitation times. As noted in
Figure 16, 11lam to 2pm recorded the highest number of library visits. However, librarians
believed that this may represent a slight visitation distortion due to the survey taking place
over a school holiday period. Current annual library use patterns are perceived to be more
in line with those indicated in Table 29.

Figure 16 Time of Visit (16" February -29" February 2008)
| Week 1 mmm Week 2 Total |
2520
2020
g 1520
(&)
5 1020
o
g 520
S
20
-480
9am - 11am 1lam- 2pm 2pm-5pm
1 Week 1 1280 1338 827
. \Week 2 896 1180 951
Total 2176 2518 1778
Time Segments
Table 29 Current Library Use Patterns
Use levels Times
High 10-12pm and 2-4pm, Saturday 9am - 1pm
Medium 12pm -2pm
Low 9-10am and 4-5pm
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7.2 Community ‘Technology Space’

7.2.1 Projected Visitation

The “tech room’ or technology space would be actively promoted and managed by Te Ahu.
Assuming an active management approach the spaces could be utilised relatively heavily
from 9am to 9pm each week day and over the weekends.

Much of the facility’s use is anticipated to be from existing Te Ahu users. That is users who
are already on site using other core spaces such as Northtech students, library users, and
Council staff. For planning purposes the ‘tech room’ is estimated to generate under 6,000
single purpose visits per annum. Maximum use at any one time is likely to be no more than
50 people.

The DVD theatre configuration would be used by the community during evenings. For
planning purposes the DVD theatre is estimated to generate 3,600 single purpose visits per
annum based on two evenings per month with a maximum capacity of 150 people (assuming
the use of connecting spaces). Alternatively four screenings with a maximum capacity of 75
people would be possible (assuming a smaller space is developed).

7.2.2 Use Patterns

Potential usage patterns (by user type) under active management may look similar to those
outlined in Table 30.

Table 30 Current Northtech Use Patterns
Time of Day User
Weekdays
7.30 - 9am Community (low use)
9- 12 am Northtech / FNDC / Business
12-4 pm Northtech / FNDC / Business
4-6pm Community - younger youth (Northtech / FNDC)
6pm 9pm Community (sporadically Northtech / FNDC)
Weekends Community

7.3 Northtech Classes

7.3.1 Projected Visitation

Reflective of the region’s population Northtech’s operations in Kaitaia are comparatively
small compared to many larger polytechnic operations nationally. Interviews with
Northtech management suggest that this is unlikely to change in the short to medium term.
On average Northtech class sizes will range between 10 - 15 students. However, other
classes of smaller or larger size would be run based on community demand. On any given
day it is unlikely that total student numbers would exceed 20-30. The majority of these
students would be unlikely to be on site at the same time. Total annual visitation is
estimated to be fewer than 4,000.

The polytechnic views Te Ahu as a complimentary facility to their existing Kaitaia campus.
In addition to using the “‘core’ class spaces Northtech staff can see students using a variety
of other Te Ahu facilities (mainly the library, technology space and potentially the cafe)
through the course of the day. One proposal is for the community Library to absorb
Northtech’s small Kaitaia campus library.
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7.3.2 Use Patterns

Projected use patterns are likely to stay the same as current patterns (Table 31).

Table 31 Current Northtech Use Patterns
Use levels Times
High -
Medium 9am-4pm (Mon to Fri)
Low 4-9pm (Sporadically Mon to Friday)
7.4 Council Service Centre

7.4.1 Projected Visitation

Currently the FNDC service centre receives on average 1,100 enquiries per month, or
approximately 13,000 enquiries per year. The busiest periods annually are during rates and
dog registration periods. These ‘busy periods’ equate to approximately 20 working days per
annum. It is not uncommon during such periods for up to 15-20 people to be waiting at the
service counter at any one time. However, management believes improved management
systems could reduce this slightly.

The FNDC currently accommodates 20 staff within the existing service centre. In addition to
this a small number of ‘hot desks’ are provided for approximately 6 key transitory staff.

Management believes that depending on how the service provision is structured in the near
future over the counter contact with ratepayers could either increase or decline. Council
staff are currently unsure what impact future service structuring changes may have on over
the counter ratepayer enquires. One objective will be to try and spread peak enquiry
loadings out and reducing the number of repeat enquiries over the course of a year.

However, it is likely that the front counter / reception area should still be designed to
accommodate up to 20 - 25 people at peak times. It is also considered appropriate to plan

for 13,000 enquiries per year. Management can not see staffing levels increasing above 26
full time staff plus a small number of additional “hot deskers” in the short to medium term.

7.4.2 Use Patterns

Projected use patterns are likely to stay the same as current patterns (Table 32).

Table 32 Current Service Centre Front Desk Use Patterns
Use levels Times
High 12-3pm followed by 8-10am
Medium 10am - 12pm
Low 3-5pm
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7.5 I-Site
7.5.1 Projected Visitation

The current i-Site receives approximately 48,000 visitors per annum. It is considered likely
that visitation will increase by approximately 5,000 in year one (53,000) before levelling off
with more modest growth. Preliminary tourism data indicate that earlier published
government data may have been slightly optimistic (due to factors such as recent oil cost
increases having a negative impact on domestic and international visitor numbers).

7.5.2 Use Patterns

Projected use patterns are likely to stay the same as current patterns (Table 33). Peak
season is November - Feb while the shoulder season is March-April and September-October.
The majority of visitation will occur over the peak season. In the peak season it is realistic
to assume a maximum visitation of 50 - 80 people per hour.

Table 33 Current Use Patterns in Peak Season
Use levels Times
High 10 am - 3pm daily
Medium 3-5pm
Low 9-10am

7.5.3 Projected Retail Area Visitation

It is assumed that the retail area will capture approximately 26,000 serious tourist visits per
annum. Although the retail area is in the i-site not all visitors are anticipated to seriously
engage in retail activities. The majority of these visits will take place over the course of
the peak visitors season (November - February).

Use Patterns

Daily use is anticipated to mirror current i-Site use patterns (Table 33)

7.6 Far North Regional Museum

7.6.1 Projected Visitation

The current museum has a relatively low base visitation rate of approximately 6,000 to
7,000 visitors. It is very difficult to determine the museum’s projected visitation rate
because of the uncertainty around the size of space and level of interpretive fit out
possible. The museum philosophy will also influence visitation. For example, will it be a
visitor experience orientated museum or be focused more towards ‘traditional’ or ‘core’
museum functions? As a general guide visitation has been tagged to approximately 20% of
the i-Site’s visitation. That is the Museum will capture roughly 20% of the estimated visitors
who go to the i-Site (approximately 10,600 visitors).

Visitors Solutions considers these figures conservative, but appropriate for preliminary
business planning®.

L It could be anticipated with a new regional museum that visitation would peak in year one as the local
community increases its visitation before settling in year two as visitation from the local domestic market
declines. Museum visitation will also be governed heavily by the quality of the overall visitor experience (quality of
the interpretation) and the museum’s philosophy. Estimated museum visitation should therefore be treated as a
preliminary estimate until further development detail is defined.
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7.6.2 Use Patterns

Use patterns are anticipated to roughly mirror those of the i-Site with the exception of
sporadic weekday periods when local school groups can be anticipated to visit.

7.7 Cultural /7 Tech Centre

7.7.1 Projected Visitation

The Cultural Centre is likely to attract a maximum of 60 people per indoor event. In year
one the facility is estimated to attract approximately 16,000 visitors rising to 20,000 by
year five.

Under development option three the Cultural Centre would assume an increased role as it

would accommodate many of the ‘Community Technology Space’ functions and associated
visitation (section 7.2).

7.7.2 Use Patterns

Use patterns are likely to be highest in the weekends and evenings.
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8.0 Management and Development Models

There is an almost endless range of development and management options that could
potentially be used to manage Te Ahu. The options outlined within this section should be
seen as a starting point for further discussion between the partners, rather than an end
point. The approach finally adopted is likely to be a variation on one of these approaches.
This section begins by identifying a series of key learnings before looking at three
management options.

Key Learnings

An examination of various development and management models has identified a series of
key learnings which should be taken into consideration when developing a favoured
management approach. These learnings are:

1. The most successful community precincts are treated holistically and are
managed by a central entity (not as a series of independent components / spaces
with different management structures which work against one another). Central
management assists with minimising operational costs and maximising revenue
streams.

2. Building management synergies takes far longer when a diverse range of existing
organisations are being brought together.

3. Community precincts need to have a realistic management structure which both
reflects and supports the built form and the way it is intended to function.
Certain management structures can not work unless facilitated by the precinct’s
design.

4. Defining both the purpose of each space and the operational constraints in which
it will be required to operate, are vital. Each space needs to be designed to
reflect these factors. For example, there is little point in designing spaces that
can not be fitted out to the required standard or are unable to be run
operationally. Designing smaller spaces that deliver excellent visitor experiences
is better than designing larger spaces that deliver average experiences. This is
particularly true of ‘visitor orientated museums’, visitor information centres and
libraries.

5. The majority of community precincts require some form of ongoing operational
assistance particularly during their first years of operation. The majority of
‘community good’ functions are not able to make a profit. Bringing many
components (particularly if they are diverse) under one management structure
may not always deliver significant economic savings. However, the social benefits
are often significantly greater.
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8.1 Basic Te Ahu Management Structure Options

Option 1: Centralised Single Entity Management.

On a purely theoretical basis it can be assumed that the functions within Te Ahu would be
most efficiently run under a single management and staffing structure. Under such an
approach all elements making up Te Ahu would be business units managed by a central
management team. Staff would then be circulated around the different Te Ahu elements
(such as service centre, library, i-Site or cultural centre) on an as required basis.

Although this approach can in theory save on certain operational costs, predominantly
related to staffing, marketing, administrative support and the centralised outsourcing of
operational contracts, it can, if not carefully structured undermine the overall quality of
the visitor’s experience.

For example, certain functions within Te Ahu will require trained and specialist staff such
as librarians or museum curators. These staff can not simply be shifted between functions
or replaced with less qualified staff without undermining service standards. In reality the
pool of staff that can be easily shift to meet demand is often restricted.

Amalgamation is also difficult when the functions of organisations are varied. The functions
performed by the ‘service centre’ in particular are core to Council and can not be easily
contracted out to a third party.

Having reviewed the benefits of a fully centralised model we have concluded that it is
unlikely to be a viable option for Te Ahu. This is primarily because the ‘service centre’
functions cannot be adopted by Te Ahu easily. Many of the functions are core to the
Councils operations and carry certain legal responsibilities. Te Ahu Trustees are unlikely to
assume the legal responsibility and risk associated with delivering many of these services. It
is also highly unlikely that a Council would seek to outsource such core functions.

Based on these factors the fully centralised management model is not considered
implementable in the case of Te Ahu. However, many of the benefits of this approach could
be carried into a partially centralised management model.

Option 2: Partially Centralised Management.

The partially centralised management model draws on many of the benefits of the
centralised single entity model without assuming the risk associated with operating the
Councils service centre (which would remain under Council control).

Under this model the Te Ahu Trust would establish a small centralised management team to
oversee a series of Trust controlled business units (Figure 17). Te Ahu would then employ or
contract a range of different staff to work in each unit. An indicative staffing structure is
outlined in Figure 18.

The Far North District Council would also have a close liaison with the Trust via a series of
contracts such as service level agreements and depreciation contribution agreements.
These agreements would be in place for different aspects of the operation such as the
library and i-site. The core Council functions performed by the service centre would be
retained under Council control directly (Figure 17).

It is acknowledged that having the library run by Te Ahu (a charitable trust) rather than by
Council directly sets a precedent in New Zealand. However, Te Ahu and Council believe the
possibility is worth exploring given the possible customer service benefits derived from a
holistic management approach.
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Figure 17 Partially Centralised Management Structure

Service Level Agreements

-_Depreciation Advic Cultural Centre
Contribution T Advisory Body
Commercial Far North Regional
Cafe L Lease Advic Museum
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Y

Advisory Body
Note: Over time it is envisaged that certain service
Commercial Lease centre functions may be adopted by the Te Ahu
Trust directly.

The Te Ahu management team would also oversee the lease of commercial space (the café)
to an independent operator. This would mean that the Trust would retain direct control
over the operation of all but two components, the café and the service centre.

Te Ahu would also be able to draw on advice provided by two advisory bodies. One the ‘Far
North Regional Museum advisory body would be based on the membership of the current Far
North Regional Museum Trust. The other would be a new cultural centre advisory body
structured around Te Ahu’s ‘seven peoples’ concept.

Northtech is anticipated to utilise the technology centre and / or the cultural centre as a
teaching space via a lease arrangement based on a series of block bookings. The community
would be able to use the spaces outside of the booked times. Bookings would be handled by
Te Ahu management.

The café space is envisaged to be leased to an independent operator on a fully commercial
basis. The Te Ahu Trust has decided that they do not wish to be involved in providing
catering services directly. However, retail functions are envisaged to be handled via the Te
Ahu i-site.
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One of the benefits of this partially centralised management approach is that Te Ahu can
optimise customer service functions for all its core business units via more holistic
coordination. This will be a very important requirement in order to increase Te Ahu
visitation and in turn revenue streams. Most importantly the approach would enable the
whole of Te Ahu to be coordinated and become more than the sum of its parts.

For example, Te Ahu could be at key times a large museum borrowing or colonising
surrounding spaces for special exhibitions or events. At other times Te Ahu would be a large
cultural centre with flexibility to utilise associated spaces for events with a cultural theme.
The key to this management approach is the ability to easily facilitate the expansion and
reinvention of spaces so that one function is not constrained by its traditional spatial
allocations.

Another benefit of this approach is that running joint contracts for such things as cleaning
and maintenance is far simpler. Benefits are also achieved by combining marketing
budgets.

Existing staffing levels have been retained at their current levels where possible. It is
envisaged that certain staff will service multiple business units. For example, the central
Te Ahu management team will assist all business units while a part time technician will
serve four core units (Figure 18). This part time technician is likely to also be employed by
Council under a job share arrangement with Te Ahu.

Figure 18 Basic Te Ahu Staffing Structure

% Technician
(job share with FNDC)

It is important that the final management structure employed enables revenue to be
circulated to sustain Te Ahu. Revenue will be generated externally from grants and
commercial lease payments and internally from the business units themselves via sales,
commissions and the hireage of spaces (Figure 19). Surplus revenue from a business unit
would be returned to Te Ahu.

In reality any ‘surplus’ would be held centrally and be required to be reinvested back into
Te Ahu’s various components as the need arose. For example, money would need to be set
aside to reinvest in renewing aspects of the museum interpretive experience at least every
three years.
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Figure 19 Basic Te Ahu Revenue Flows

Charitable Trusts &
Corporate Sponsors

Operational Grant

. Charitable Trusts
Commercial Lease Corporate Sponsors

Charitable Grants

Cafe —

Internal Revenue Return External Grants / _

(Contribution to Overheads) Contributions

Commercial
Lease Payment

Key

The Council will remain the largest single funder of Te Ahu operationally. This is primarily
because Te Ahu will have assumed responsibility for operating a series of functions such as
the library, museum and i-site that were either fully or partially supported by Council
historically.
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Option 3: No Central Management

Under this option Te Ahu would operate as a series of individual components and without a
central management or administration function. Each component would be run
independently with its own governance and management system. This would likely require
day to day bookings for certain spaces being handled by Council Officers (potentially the
existing community centre manager). In essence this approach would see a series of
individual entities all coming together as tenants on one site. The drawbacks of this
approach include:

1. The wider facility is less likely to run in a coordinated or holistic fashion.

2. Poor coordination increases the risk that customer service and visitation
being lower. This would in turn compromise revenue streams.

3. Far North District Council assumes a greater responsibility for management
and would take Te Ahu bookings.

4. The development runs the risk of not being perceived by the public as a
unified entity.

5. Potential operational synergies between partners may not be realised.

This approach is not considered ideal for Te Ahu given these drawbacks. However, it is
likely that at least some community organisations would favour this approach because it
offers them autonomy despite the drawbacks it presents to Te Ahu holistically.

8.2 Conclusion

On balance and given available data the partially centralised management model (Option 2)
offers Te Ahu the most beneficial operational structure on which to base further partner
negotiations. As stated at the introduction of this section the purpose of these options is to
stimulate discussion amongst the Trust’s partners and to assist negotiations. The models
are not end points in themselves. It is fully envisaged that the final model will be a
variation of one of these models.

Key Findings

e The partially centralised management model (Option 2) is likely to provide the best
basis for Te Ahu’s management model.

e This model enables Te Ahu to assume many of the advantages of centralised

management (such as revenue maximisation, event organisation and joint
marketing initiatives).
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9.0 Business Case

Establishing operational model assumptions for any new community development is
difficult. Considerable effort was taken to estimate as accurately as possible the data
contained in this section. Estimates were determined by undertaking a combination of
interviews with the client partners, interviews with industry representatives and secondary
data analysis, such as reviewing the operational position of similar components to those
found in the proposed Te Ahu development.

The following business case is based on development option three, which is a facility with a
$12.7 million capital development budget. The business case also assumes a partially
centralised management structure model will be utilised (section 8). This option was
selected as the base for the business model because given available data it is likely to be
the most sustainable. It is also closest in cost to the identified fundraising capital
development threshold of $12 million.

This section begins by examining the overall position of the Te Ahu holistically. Following
this each of the Te Ahu elements are examined in isolation. The Option 3 business model
includes the following components:

[-Site (including retail)

Museum

Cultural Centre (including Technology / Northtech Teaching Space)
Library

FNDC Service Centre

Foyer / circulation, administration and toilets.

Appendix 3 outlines the commercial office assumptions that identified office space was not
a viable inclusion within Te Ahu.

9.1 Option 3 Business Case

9.1.1 Te Ahu Financial Summary

Visitor Numbers

The assumed visitor numbers are set out in Table 34. However it is important to note that
the total number of individual / discrete visits to the centre could be lower than the
‘totals’ indicated here as a number of visitors are likely to use several of the different
services at each visit and therefore have been counted twice.

Table 34 Assumed Visitor Numbers

Visitor Numbers Year 1 Year 2 Year 3 Year 4 Year 5

I-Site 53,000 55,000 57,000 59,000 60,000
Museum 10,600 11,000 11,400 11,800 12,000
Cultural Tech Centre 30,240 33,852 35,545 37,322 39,188
Library 81,000 90,000 95,000 97,500 | 100,000
Service Centre 13,000 13,000 13,000 13,000 13,000
Total 189,840 | 202,852 211,945 | 218,622 | 224,188

Set out below are the detailed assumptions for the individual elements within the Te Ahu

development.
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Management Assumption

Note: The following section was developed in accordance with management decisions made
by the Te Ahu Trust and Te Ahu Project Control Group.

Structure
e |t is assumed that the Te Ahu Trust will be responsible for the overall management
of the site and facility. The cultural centre, technology centre, i-Site (including
retail) museum and library will be managed directly as internal business units.

e |tis assumed that Far North District Council will be responsible for the management
of the Service Centre.

e [tis assumed that the café will be leased out to an external organisation.

Cleaning and Security

e |t is assumed that an annual cleaning contract will be let for the site at $26,532
with all business units re-charged on a pro rata basis of $11 per sq m. Te Ahu Trust
will be responsible for all shared use areas and the service centre.

Insurance

e It is assumed that annual insurance premiums are $21,528 for the site based on
discussions with independent insurance brokers and a capital cost of $12.7m. All
business units will be re-charged on a pro rata basis of $9 per sq m. Te Ahu Trust
will be responsible for all shared use areas and the service centre.

Marketing

o All marketing will be undertaken on a joint basis with FNDC will a consolidated Te
Ahu marketing budget of $15,000.

Energy and Water Costs

e Electricity and water costs have been based on information supplied by other venue
providers.

Service and Building Maintenance

e It is assumed that all business units will be charged an annual service and
maintenance charge of $20 per sq m. Te Ahu Trust will be responsible for all shared
use areas and the service centre.

e An annual maintenance budget of $23,920 is assumed in the initial years as building
maintenance costs will be lower than in subsequent years due to the young age of
the building and the existence of the building defects period which requires the
contractor to remedy any identified construction defects.

e Visitor Solutions would note that the quality of the procurement process,
construction contract project management and overall construction quality of the
facility will play a significant part in determining ongoing maintenance costs.
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Lease Payments
e Equipment (interactive display, interpretation) will be leased over a three year

period for $2,000 per annum. Annual service costs will be met from the equipment
maintenance budget.

Annual Estimated Retail Visitor Numbers

e A total of approximately 26,000 paying customers have been assumed to visit the
retail operation in the first year.

e This is based on:

0 189,840 total visitors to various elements of the centre per annum.

0 The assumption that 34% of visitors are tourists (64,546) and 66% local users
(125,294).

0 The assumption that 80% of local users are single purpose visits, i.e. 20%
will visit multiple elements of the centre. Therefore 100,236 individual
local visitors per annum.

0 The assumption that 25,818 of tourist visitors use the collocated retail /
café (based on a capture rate of 40%)

0 The assumption that 10,024 of individual local visitors will use the
collocated retail / café (based on a capture rate of 10%).

Estimated Tourist Visitor Spend

e The average daily expenditure for an international tourist in Northland RTO has
been forecast to be $46" in 2007.

e |t was assumed that of this average daily expenditure 10% is on gifts/souvenirs.
Thus for each international tourist in Northland the daily spend is estimated to be
$4.60 for gifts/souvenirs.

e It is estimated that an average of $2.50 or 54% of the average daily spend on
souvenirs will be spent.

e These average spend rates were considered appropriate to use for both domestic
and international visitors after comparing them to known spend rates in existing
operations.

Estimated Local Visitor Spend

e |t is assumed that local visitors will not purchase retail items.
Cost of Sales
e |t is assumed that cost of sales is 50% for retail stock.

The cash flow projections for the i-Site, as a discrete component of Te Ahu, are set out in
Table 37.

Key Findings

e The i-Site is likely to make a very small net operating surplus per annum for the
next five years (but only after Council support).

e Revenue from the retail operation assists in achieving Councils objective of making
the i-Site ‘cost neutral’, however the i-Site will require additional and on going
Council support.
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Museum Assumptions
Structure

e The Museum will be managed by Te Ahu Trust and operated as an internal business
unit. A museum advisory body will provide Te Ahu with advice on museum
operations.

Annual Estimated Visitor Numbers.

e A total of 10,600 visitors per annum have been assumed for the first year of
operation. This will increase to 12,000 by year five. Visitor numbers equate to a
20% conversion rate of all visitors to the i-Site based on industry experience of
similar co-located i-Sites and Museums (which charge entry fees). Other factors
considered include the admission charges. These figures are considered
conservative but appropriate for preliminary planning?

e 60% of all visitors have been estimated to be adults with 40% being children /
students.

Admission fees

e The estimated admission fees are $7 adult and $2 child / student (an increase on
current fees). These have been based on discussions with current museum staff and
a comparison of similar facilities. Museum staff desired that the entry charge
system be retained.

Annual Operating Grant

e Te Ahu will receive an annual operating grant from the Far North District Council of
$105,000 in year one increasing to $115,000 in year five toward the Museum
operating costs.

Operational Surplus / Deficit

e |t is assumed that any projected operational surplus be retained by Te Ahu to
contribute towards organisational overheads.

Estimated Staffing Levels and Remuneration

e |t is assumed that the existing staffing levels and remuneration will be utilised in
the new facility.

Insurance

e Insurance premiums of $1,000 are based on office contents only and exclude any
costs associated with insuring the collection.

Advertising / Marketing and Professional Fees

e |t is assumed that the Te Ahu Trust co-ordinates the marketing for the facility as a
whole. The marketing budget has therefore been set at $5,000.

2 It could be anticipated with a new regional museum that visitation would peak in year one as the local
community increases its visitation before settling in year two as visitation from the local domestic market
declines. Museum visitation will also be governed heavily by the quality of the overall visitor experience (quality of
the interpretation) and the museums philosophy. Estimated museum visitation should therefore be treated as a
preliminary estimate until further development detail is defined.
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Accounting and Legal

e |t is assumed that accounting and legal fees include the Te Ahu Trust will be
$1,000.

Bank Charges
e It is assumed that bank charges will be $250.

The cash flow projections for the Museum are set out in Table 38.

Key Findings

e The Museum is likely to make a net operating ‘surplus’ of between approximately
$6,000 and $10,000 per annum for the next five years. This ‘surplus’ will need to
be put aside and utilised as fundraising seed money to reinvest in the visitor’s
interpretive experience approximately every three years.

e Council will need to continue to support the Museum with an operational grant on
the basis of the wider positive community benefits that the operation generates.
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Cultural / Tech Centre Assumptions

Structure

e The cultural centre will be managed by Te Ahu Trust and operated as an internal
business unit. A cultural centre advisory body will provide Te Ahu with advice on
the centres operations.

Annual Estimated Visitor Numbers

e A total of 30,240 users per annum have been assumed for the first year of
operation. This is based on two community spaces each with eight community group
bookings per week and an average of 20 users per booking.

e A total of 3,600 users per annum have been assumed for the DVD theatre based on
2 screenings a month with 150 participants. If final design restricts this 4 screenings
a month with 75 participants will be possible.

The tech space will be booked by two community groups a week

e |n addition it is assumed that Northtech will be a core user group utilising one of
the community meeting spaces for 40 hours a week, 30 weeks a year.

Hire fees
e The estimated hire charges will be $40 per community booking of the cultural space
e The hire charge for the tech space will be $100
e The charge for the DVD theatre will be $12 per person
e Northtech will pay an annual contract fee of $6,000.

Operational Surplus / Deficit

e |t is assumed that any projected operational surplus will be retained by Te Ahu.

Estimated Staffing Levels and Remuneration

e It is assumed that technical support will be provided by FNDC.

e |t is assumed that all other day to day management and operations will be
undertaken by the Te Ahu Trust staff.

Contents and Liability Insurance

Insurance premiums of $2,000 are included to cover contents and liability

Advertising / Marketing and Professional Fees

e |t is assumed that all advertising and marketing is included within a wider Te Ahu
Trust budget.

Accounting and Legal

e [tis assumed that all accounting and legal fees will be $1,000.

The cash flow projections for the Cultural Centre are outlined in Table 39.
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Table 39

Cultural / Tech Centre Cash Flow Projections - Option 3

%

%

%

%

Ref | Section Year 1 Growth Year 2 Growth Year 3 Growth Year 4 Growth Year 5
1.1 | Community Bookings $33,280 $33,280 $33,280 $33,280 $33,280
1.2 | Northtech (teaching space) $6,000 $6,000 $6,000 $6,000 $6,000

Tech Space / DVD theatre $53,600 3% $55,208 3% $56,864 $0 $58,570 3% $60,327

1 | TOTAL INCOME $92,880 $94,488 $96,144 $97,850 $99,607
2.1 | Staff $0 3% $0 3% $0 3% $0 3% $0
2.2 | Casual Staff $10,000 3% $10,300 3% $10,609 3% $10,927 3% $11,255
2 | STAFF COSTS $0 $0 $0 $0 $0
3.1 | Gas $0 $0 $0 $0 $0
3.2 | Electricity $5,000 5.0% $5,250 5.0% $5,513 5.0% $5,788 5.0% $6,078
3.3 | Water $1,200 2.0% $1,224 2.0% $1,248 2.0% $1,273 2.0% $1,299
3.4 | Security $0 2.0% $0 2.0% $0 2.0% $0 2.0% $0
3.5 | Building Compliance $0 2.0% $0 2.0% $0 2.0% $0 2.0% $0
3.6 | Responsive maintenance 2.0% $0 2.0% $0 2.0% $0 2.0% $0
3.7 | Property Maintenance $3,400 2.0% $3,468 2.0% $3,537 2.0% $3,608 2.0% $3,680
3.8 | Services / fire $0 2.0% $0 2.0% $0 2.0% $0 2.0% $0

3.90 | Communication $2,000 2.0% $2,040 2.0% $2,081 2.0% $2,122 2.0% $2,165

3.10 | Cleaning $1,870 0.0% $1,870 0.0% $1,870 10.0% $2,057 0.0% $2,057

3.11 | Bank / Finance charges $250 2.0% $255 2.0% $260 2.0% $265 2.0% $271

3.12 | Misc costs $500 2.0% $510 2.0% $520 2.0% $531 2.0% $541

3 | SERVICES $14,220 $14,617 $15,029 $15,645 $16,090
4.1 | Insurance $3,530 2.0% $3,601 2.0% $3,673 2.0% $3,746 2.0% $3,821
4.2 | Accounting / Legal $1,000 2.0% $1,020 2.0% $1,040 2.0% $1,061 2.0% $1,082

4 | STATUATORY $4,530 $4,621 $4,713 $4,807 $4,903
5.1 | Office supplies $500 2% $510 2% $520 2.0% $531 2.0% $541

5 | SUPPLIES $500 $510 $520 $531 $541
6.1 | Advertising / Marketing $5,000 0.0% $5,000 0.0% $5,000 0.0% $5,000 0.0% $5,000
6.2 | Professional Fees $0 0.0% $0 0.0% $0 0.0% $0 0.0% $0

6 | MARKETING $5,000 $5,000 $5,000 $5,000 $5,000
7.1 | Distribution rights $10,000 0.0% $10,000 0.0% $10,000 0.0% $10,000 0.0% $10,000
7.2 | Lease of equipment $10,000 0.0% $10,000 0.0% $10,000 0.0% $10,000 0.0% $10,000

7 | LEASE PAYMENTS $20,000 $20,000 $20,000 $20,000 $20,000
8.1 | Depreciation (Building) $9,010 0.0% $9,010 0.0% $9,010 0.0% $9,010 0.0% $9,010

8 | Depreciation $9,010 $9,010 $9,010 $9,010 $9,010

9 | TOTAL EXPENSES $53,260 $53,758 $54,273 $54,993 $55,545

Net Operating Surplus $39,620 $40,730 $41,872 $42,857 $44,062
% 42.7% 43.1% 43.6% 43.8% 44.2%
Cashflow $39,620 $40,730 $41,872 $42,857 $44,062
Cumulative Cashflow $39,620 $80,350 $122,222 $165,079 $209,142
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Service Centre Assumptions

On going Management and Operations

e All management and operational commitments are the sole responsibility of the Far
North District Council.

Operational Surplus / Deficit

e All on going operational surpluses or deficits will be the responsibility of Far North
District Council.

Depreciation

e Far North District Council will be responsible for depreciation.

Catering Assumptions

. The catering operation will be contracted out to an external organisation at a rent
of $85 per sg m (based on 55 sq m café and 45 sq m outdoor area).

Sensitivities

When considering any operating projections it is important to consider sensitivities to
change in the key variables and the assumptions being made. The key variables that impact
on projected operational costs are the trading income, Far North District Council general
grants and retail spend.

Income Sensitivity

Table 41 below highlights the overall sensitivity to changes in total income, trading income
and Far North District Council operational grant support. It can be seen that the overall
operating position is most sensitive to changes in the level of support from the Far North
District Council

Table 41 Income Sensitivity
Income -10% -5% -2% Base 2% 5% 10%
Total Income -$57,868.01 | -$16,151.83 $8,877.89 | $25,564.36 | $42,250.83 | $67,280.55 | $108,996.73
Trading Income -$1,304.51 | $12,129.92 | $20,190.59 | $25,564.36 | $30,938.13 | $38,998.80 | $52,433.23
FNDC Operational Grants | -$28,399.14 | -$1,417.39 | $14,771.66 | $25,564.36 | $36,357.06 | $52,546.11 | $79,527.86
Retail Sales $21,936.42 | $23,750.39 | $24,838.77 | $25,564.36 | $26,289.95 | $27,378.33 | $29,192.30

It can be seen in Table 42 that the net operating position is sensitive to changes in

expenditure with the net operating position most sensitive to changes in staffing costs.

Table 42 Expenditure Sensitivity
Expenditure -10% -5% -2% Base 5% 10% 20%
Total Expenditure $106,440.30 | $66,002.33 | $41,739.55 | $25,564.36 | -$36,273.80 | -$45,242.00 | -$60,189.00
Staffing Costs $71,564.36 | $48,564.36 | $34,764.36 | $25,564.36 | $16,364.36 $2,564.36 | -$20,435.64
Services $39,759.56 | $32,661.96 | $28,403.40 | $25,564.36 | $22,725.32 | $18,466.76 | $11,369.16
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10.0 Conclusion and Recommendations

10.1

Conclusions

The primary catchment for Te Ahu has a comparatively youthful population. This
catchment is also characterised by a comparatively high deprivation (as defined by
the deprivation index).

External visitor numbers projections derived from Ministry of Tourism and Statistics
New Zealand data indicate the Northland market is anticipated to remain robust.
However, in light of recent fluctuations in fuel prices and the softening of economic
conditions in key markets it is considered advisable to temper these official
projections.

Analysis concluded that all of the Te Ahu spaces are constrained by operational
sustainability and capital development funding thresholds. The library space is
below national guidelines, while the museum is approximately one third of the size
desired by the Far North Regional Museum Trust.

Despite these spatial constraints it is envisaged that with careful design and
management Te Ahu can become more than the sum of its parts. For example, Te
Ahu could be at key times a large museum borrowing or colonising surrounding
spaces for special exhibitions or events. Projection facades could be used to show
images or ‘virtual exhibitions’ in the main foyer / gallery space or even the facade
of the building.

It is also important to remember that Te Ahu will offer all partners both more and
better quality space than they currently have.

Te Ahu is likely to be best served by a partially centralised management structure
in order to deliver organisational synergies without taking on the risks associated
with operating the service centre component.

The capital costs for the three development options range between $14.7 and $12.7
million (excl GST).

Te Ahu is capable of operating sustainably whilst making depreciation contributions
so long as the Far North Regional Council provides operational grants (linked to
service level agreements) and an independent Te Ahu endowment fund of sufficient
size is established.
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10.2

Recommendations

The integration of the Kaitaia Community Centre into Te Ahu should be investigated
as a way of reducing development costs. This in turn could potentially free space
for other Te Ahu components such as the museum and cultural centre.

Partners should continue discussing spatial issues, but be mindful of the identified
operational and funding threshold constraints for the Te Ahu project in its entirety.

Partner organisations should continue discussing the final form of the management
model and have an agreed position prior to the start of the concept design.

A detailed traffic and parking study should be undertaken prior to the start of the
concept design process. Data from this study will be required to inform the site’s
layout especially in relation to access and egress from State Highway One.

A level of preliminary concept design work should be used to address some of the
project challenges identified by the partner organisations.

This document should be updated when new data from the additional work streams

outlined above are completed. Once this has been completed the document can be
better utilised for funding and planning purposes.
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Te Ahu Business Case Update
December 2008
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11.0 Context

Over the period August to December 2008 the Te Ahu Trust and its key stakeholders
reviewed and changed a number of their original base assumptions. These changes in turn
impacted upon core project components such as the proposed mix of facilities, the
schedule of spaces, management and governance structures, capital development costs,
revenue assumptions, funding constraints and operational assumptions. For example, one
significant change was the inclusion / integration of the current community centre into the
development plans.

These assumption changes were directed by the Trust Board, project control group and
nominated client representatives.

12.0 Visitor Statistics

The analysis of tourism data outlined in Section 3 was undertaken in July 2008 prior to the
indications of a significant economic downturn. Significant changes to the global economy
over the past three months mean that the Ministry of Tourism’s 2008-2014 tourism forecasts
need to be treated with caution, particularly for the outlook over the next 1-2 years.

The forecasts were published in August 2008 and had factored in a difficult 1-2 years ahead
for the New Zealand tourism industry, with only modest growth in 2008 (1.2%) and 2009
(2.4%).

Since the forecasts were set, however, the global economic situation has worsened which is
affecting tourism demand around the world. International visitor arrivals to New Zealand
have slowed (year to November 2008 is down 0.6%), especially over the past quarter. While
the key markets of Australia and Europe are fairing best, North America has softened and
the Asian markets have been sharply affected.

As a result, the industry expects a decline in arrivals over the 2008/09 summer, with
considerable uncertainty over the outlook for the winter and next summer seasons. Given
these factors the Ministry of Tourism 2008-14 forecasts are likely to be overstating actual
level of tourism activity in New Zealand over 2008 and 2009. However, the Ministry of
Tourism considers that the forecasts set out are a fair representation of the total long-term
outlook for tourism in New Zealand.

Visitor Solutions would still however recommend that caution be exercised over these
estimates. Given the build time associated with Te Ahu, if the downturn in numbers was to
last for less than two years, Te Ahu may not be significantly impacted. However should the
visitor downturn last beyond this period, Te Ahu, like all visitor attractions or service
providers, would likely be severely impacted. Should the global economic outlook
deteriorate even further, the Te Ahu visitor figures should be recast.

7



13.0 Amended Management Structures

The business case outlined in the August 2008 study assumed a highly centralised
management structure model, which only had two Te Ahu components sitting directly
outside of the Te Ahu Trust. These components were the Council Service Centre and the
café. The Service Centre component remained under Council control because its staff
performed certain statutory duties that could not be easily outsourced. The café function
was outsourced at that time because the Trust did not wish to be involved in running a food
and beverage function.

The Far North Museum Trust had stipulated that they required the museum component of
Te Ahu to be designed in such a way that enabled the museum to be run in isolation from
other facility components and allowed for future museum expansion. The Te Ahu Trust has
to date accepted this position.

Since the completion of the August 2008 business case a number of key directives have
emerged from the Te Ahu Trust and key stakeholders which have necessitated the updating
of the earlier management model. These factors are:

1. FNDC representatives now believe that approaching the Council for
operational grant funding equating to approximately 45% of Te Ahu revenue is
likely to be non viable.

2. Approaching FNDC for a lower level of operational grant funding and charging
core Council facility components a market lease is considered to be more
appropriate.

3. The Te Ahu Trust has stated that certain core Council functions are more
appropriately managed directly under Council control. These functions
include the library, service centre and i-site.

4. The Mayor has expressed a strong desire that the existing community centre
(including the performing arts facility) be incorporated into Te Ahu and that
any new development on the site should bring the existing facilities up to a
suitable standard. The Te Ahu Trust accepted this request and has decided to
bring both of these components into Te Ahu.

5. The project’s original schedule of spaces has been amended. For example,
the ‘cultural centre’ has been removed on the basis that all of Te Ahu is in
fact a cultural centre and that the functions originally allocated to the
‘cultural centre’ space can be performed across multiple spaces within the
new Te Ahu.

These changes have given rise to a new management and governance model (Figure 20).
The main changes of this model are:

1. The library and i-site now sit outside of the Te Ahu management structure
(together with the service centre). This enables the operational costs of these
components to sit outside of Te Ahu and for Te Ahu to charge FNDC a market
rental on utilised space.

2. The community centre and performing arts centre fall under the direct Te
Ahu management structure.

3. Where possible it has been assumed certain staff functions / duties will still
be shared between FNDC and Te Ahu in an attempt to maximise synergies.

4. The museum, retail and café are being run together as one business unit
which will share staff.
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Figure 20: Amended Partially Centralised Management Model.
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14.0 Amended Te Ahu Schedule of Spaces

The following updated schedule of spaces outlines a number of significant changes when
compared to the first schedule that was developed (August 2008 Report, Section 5). As
outlined in section 13 the most significant changes have been the inclusion of the existing
community centre and the performing arts facility. Other spaces such as the cultural centre
space have been removed or reduced in size. The new schedule of spaces is

Table 43: Overall Schedule of Spaces for Option A

“Refurbished” ““New Build”

Comment

1 performing Arts Centre 205 130
2 General Areas 305 40
3 Hall & Kitchen 405

4 Council Service Centre 130 105
5 Te Ahu Admin Hub 80

6  Tech Space 165

7 Foyer Circulation Gallery 450
8 Library 865
9  |-Site & Retail 195
10 Museum 590

Total Area 1290m2 2375m2 3665 m2 (OA Area).

Detailed Schedule of “Refurbished’ Spaces.

Table 44: Performing Arts Centre (existing Little Theatre):

Detailed Space Internal Space Comment
(m2)

Main Theatre Area 205 Stage and seating areas.
Loading Area 15
Performers’ Access 15 Internal corridor
Green Room 30
Male Dressing Room 15 With adjoining toilet.
Female Dressing Room 15 With adjoining toilet.
Storage Area 40 Including loading area.
Sub Total 335m? (130m? extension)

Table 45: General Areas (within existing Community Centre).

Detailed Space Internal Space Comment

(m2)

General Circulation 235

Male Toilets 30 For public & staff use.

Female Toilets 30 For public & staff use.

Lunch Room 40 Accessible to all Te Ahu staff.

Sick Room 10 Location to be determined.

Sub Total 345m? (40m? extension)



Table 46: Hall & Kitchen.

Detailed Space Internal Space Comment
(m2)
Main Hall 330
Kitchen 75
Sub Total 405m?

Table 47: Council Service Centre.

Detailed Space Internal Space Comment
(Mm2)

Reception 30 Combined with Admin Hub.
Meeting Room 1 10
Meeting Room 2 10
Open Plan Area 1 50
Open Plan Area 2 50
Office 1 15
Office 2 15
Service Access 15 Internal corridor
Storage 40
Board Room shared Access to meeting rooms adjacent.
Lunch Room shared Access to 40m? lunch room adjacent.
Toilets shared Access to toilet facilities adjacent.
Sub Total 235m? (105m? extension)

Table 48: Te Ahu Administration Hub.

Detailed Space Internal Space Comment
(m2)
Reception 15
Office 15
Storage 10
Open Plan Area 40 Access through to lunch room adjacent.
Sub Total 80m?

Table 49: Tech Space.

Detailed Space Internal Space Comment
(m2)

Main Video 80 Sub divisible into 2 x 40m“ meeting
Conferencing Room rooms with acoustic folding wall.
Storage 15 2 storage cupboards

80 Sub divisible into 2 x 40m? rooms with
Meeting Room(s) acoustic wall.
Main Server Room 15 Location to be determined.
Sub Total 190m?
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Detailed Schedule of ““New Build” Spaces.

Table 50: Foyer Circulation Gallery.

Detailed Space Internal Space Comment

()

Main Entry Foyer 350
25 Includes 15r_n2 servery counter with 10m?

Café storage behind.
Male Toilets 30 For public & staff use.
Female Toilets 30 For public & staff use.
Parents Room 15
Sub Total 450m?

Table 51: Library

Detailed Space Internal Space Comment
(Mm2)
Main Shelving Area 648
Seating Areas 100
Office / Work station 21 Adjacent to issue/help desk.
Electronic Info 12
Work Room 76
Ef:i?’a\:\éa”ed 80m? adjacent to children’s section
Toilets 8 Unisex x2 for public and staff use.
Sub Total 865m?

Table 52: 1-Site & Retail

Detailed Space Internal Space Comment
(m2)

Reception Counter 30

I-Site Display Area 70

I-Site Office 10

I-Site Store 15

Retail Display Area 60

Retail Store 10

Kitchenette shared With Museum.

Toilet shared Access to toilet facilities adjacent.

Sub Total 195m?
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Table 53: Museum

Detailed Space

Internal Space

Comment

Gallery 1
Gallery 2
Gallery 3
Reception Counter
/Small Entry Foyer

Kitchenette
Toilet(s)
Office
Work Room
Store Room

Archive Room

Exhibition Store
Sub Total

(m2)
140
140

50

20

15

15
15
40
15

15

125
590m?

AC exhibition space.
Shared with I-Site & Retail area.

Shared with I-Site & Retail staff.
Location to be confirmed.
Unisex x 2 for public and staff use.

Area for public viewing of archive
material.

Includes 40m? AC general storage space
& 20m? archive storage.
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15.0  Concept Design

From the new schedule and following client feedback a favoured Te Ahu development
option was created (Option A) (Figure 21). The concept design was developed following a
number of client workshops and briefing meetings between September and December 2008.
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16.0 Revised Business Case

Establishing operational model assumptions for any new community development is
difficult. Considerable effort was taken to estimate as accurately as possible the data
contained in this section. Estimates were determined by undertaking a combination of
interviews with the client partners, interviews with industry representatives and secondary
data analysis, such as reviewing the operational position of similar components to those
found in the proposed Te Ahu development.

The following business case is based on an expanded development option to incorporate the
existing Community Centre (as discussed in section 14). The proposed development has a
$15 million capital development budget. The business case also assumes the updated
partially centralised management structure model will be utilised (as discussed in section
13).

This section begins by examining the overall position of the Te Ahu holistically. Following
this each of the Te Ahu controlled elements are examined in isolation. The business model
includes the following components:

Te Ahu Mangement Unit (incorporating circulation and shared areas)
Museum

Technology / Meeting Spaces

Performing Arts Centre

Community Centre

Café and retail area

I-Site

Library

FNDC Service Centre

16.1 The Business Case

16.1.1 Te Ahu Financial Summary

Visitor Numbers

The assumed visitor numbers are set out in Table 54. However, it is important to note that
the total number of individual / discrete visits to the centre could be lower than the
‘totals’ indicated here as a number of visitors are likely to use several of the different
services at each visit and therefore could have been counted twice.

Table 54 Assumed Visitor Numbers

Visitor Numbers Year 1 Year 2 Year 3 Year 4 Year 5

I-Site 53,000 55,120 57,325 59,045 60,225
Museum 19,875 20,670 21,497 22,142 22,585
Tech / Meeting Spaces 6,870 7,180 9,285 9,310 9,335
Performing Arts Centre 8,100 8,980 10,100 10,100 10,100
Community Centre 22,600 26,450 28,000 28,000 28,000
Library 81,000 90,000 95,000 97,500 | 100,000
Service Centre 13,000 13,000 13,000 13,000 13,000
Total 204,445 | 221,400 234,207 | 239,096 | 243,245
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Given major changes to the global economic outlooks, the Ministry of Tourism identify that
current forecasts are not likely to reflect actual tourism activity in the short-term (1-2

years), although it is considered that the long term forecasts to still be valid estimates.

The global credit crisis has deepened considerably since the main Ministry of Tourism
forecasting report was published in August 2008. This year’s forecasts already signalled a
difficult 1-2 years ahead for the New Zealand tourism industry; but recent economic events
are likely to make the 200872009 season even worse than expected. Statistics New Zealand
show inbound tourism has dropped 10% in the year ending October.

To take account of the decline in tourist numbers, additional sensitivities have been
included in the sensitivity analysis at the end of this section.

Set out below are the detailed assumptions for the individual elements within the Te Ahu
development.

Management Assumption

Note: The following section was developed in accordance with management decisions made
by the Te Ahu Trust, Te Ahu Project Control Group and designated client
representatives.

Structure

e |t is assumed that the Te Ahu Trust will be responsible for the overall management
of the site and facility. The museum, technology centre, performing arts centre,
community centre, café and retail will be managed directly as internal business
units.

e |tis assumed that Far North District Council will be responsible for the management
of the I-Site, Library and Service Centre. Synergies between FNDC and Te Ahu
components will be generated through a series of service level agreements.

Cleaning and Security

e It is assumed that an annual cleaning contract will be let for the site at $26,940
with all business units re-charged on a pro rata basis of $11 per sq m. Te Ahu Trust
will be responsible for all shared use areas.

Insurance

e It is assumed that annual building insurance premiums are $32,895 for the site
based on discussions with independent insurance brokers and a capital cost of
$15m. All business units will be re-charged on a pro rata basis of $9 per sq m. Te
Ahu Trust will be responsible for building insurance. It is also assumed that the Te
Ahu insurance will be tendered as part of FNDC’s larger insurance tender
potentially saving Te Ahu money.

Marketing

e All marketing will be undertaken on a joint basis with FNDC with a consolidated Te
Ahu marketing budget of $35,000.

Energy and Water Costs

e Electricity and water costs have been based on information supplied by other venue
providers.
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The overall consolidated cash flow projections for Te Ahu are set out in Table 55 and 56,
and the Te Ahu management business unit in Table 57 and 58.
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e Insurance premiums of $1,000 are based on office contents only and exclude any
costs associated with insuring the collection.

Advertising / Marketing and Professional Fees

e |t is assumed that the Te Ahu Trust co-ordinates the marketing for the facility as a
whole. The marketing budget has therefore been set at $5,000.

Accounting and Legal

e |t is assumed that accounting and legal fees include the Te Ahu Trust will be
$1,000.

Bank Charges
e Itis assumed that bank charges will be $250.

Museum Interpretation Refurbishment Fund

e It is assumed that $20,000 pa will be invested into a museum interpretation
refurbishment fund to contribute towards the updating and refurbishment of
museum interpretation and displays on a maximum 5 year cycle.

The cash flow projections for the Museum are set out in Table 59.

Key Findings

e The Museum is likely to make a net operating ‘surplus’ of between approximately
$5,000 and $10,000 per annum for the next five years. The reason for the Museum
showing a surplus is because certain overheads are being carried by the Te Ahu
management unit. For example, marketing and rent). If these are taken into
consideration the Museum would show a net deficit.

e Council will need to continue to support the Museum with an operational grant on
the basis of the wider positive community benefits that the operation generates.
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Tech / Meeting Spaces Assumptions

Structure

e The meeting / tech space will be managed by Te Ahu Trust and operated as an
internal business unit.

Annual Estimated Visitor Numbers

e A total of 6,870 users per annum have been assumed for the first year of operation
increasing to 9,335 by Year 5. This is based on:

0 A total of 4 community group bookings per week in Year 1 increasing to 6 by
Year 3 and thereafter for the meeting spaces and an average of 20 users
per booking.

0 One commercial / FNDC bookings for the tech space per week in Year 1
increasing to two in Year 2 and thereafter with an average of 5 users per
booking.

0 10 community group booking of the tech space per annum increasing to 35
by Year 5 with an average of 5 users per booking.

0 Northtech being a core user group utilising the one of the meeting / tech
spaces for 40 hours a week, 30 weeks a year.

Hire fees

e The estimated hire charges will be $40 per community booking of a meeting space
(up to 4 hours)

The hire charge for a tech space will be $50 (for bookings up to 2 hours).
e Northtech will pay an annual contract fee of $6,000.
Any additional costs, e.g. video conferencing, will be recharged at cost.

Operational Surplus / Deficit

e |tis assumed that any projected operational surplus will be retained by Te Ahu.

Estimated Staffing Levels and Remuneration

e |t is assumed that technical support will be provided by FNDC.

e |t is assumed that all other day to day management and operations will be
undertaken by the Te Ahu Trust staff.

Contents and Liability Insurance

e Insurance premiums of $2,000 are included to cover contents and liability

Advertising / Marketing and Professional Fees

e |t is assumed that all advertising and marketing is included within a wider Te Ahu
Trust budget.

Accounting and Legal

e |tis assumed that all accounting and legal fees will be $1,000.

The cash flow projections for the Tech / Meeting Spaces are outlined in Table 60.
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Table 60 Tech / Meeting Spaces Cash Flow Projections

% % % %

Ref | Section Year 1 Growth Year 2 Growth Year 3 Growth Year 4 Growth Year 5
1.1 | Community Bookings $8,320 $8,320 $12,480 $12,480 $12,480
1.2 | Northtech (teaching space) $6,000 $6,000 $6,000 $6,000 $6,000

Commercial /FNDC Tech

1.3 | Space $2,600 $5,200 $5,200 $0 $5,200 3% $5,200
1.4 | Community Tech Space $500 $1,000 $1,250 $0 $1,500 0% $1,750

1 | TOTAL INCOME $17,420 $20,520 $24,930 $25,180 $25,430
2.1 | Staff $0 3% $0 3% $0 3% $0 3% $0
2.2 | Casual Staff $0 3% $0 3% $0 3% $0 3% $0

2 | STAFF COSTS $0 $0 $0 $0 $0
3.1 | Gas $0 $0 $0 $0 $0
3.2 | Electricity $5,000 5.0% $5,250 5.0% $5,513 5.0% $5,788 5.0% $6,078
3.3 | Water $1,200 2.0% $1,224 2.0% $1,248 2.0% $1,273 2.0% $1,299
3.4 | Security $0 2.0% $0 2.0% $0 2.0% $0 2.0% $0
3.5 | Building Compliance $0 2.0% $0 2.0% $0 2.0% $0 2.0% $0
3.6 | Responsive maintenance $0 0.0% $0 0.0% $0 0.0% $0 0.0% $0
3.7 | Property Maintenance $3,300 2.0% $3,366 2.0% $3,433 2.0% $3,502 2.0% $3,572
3.8 | Services / fire $0 2.0% $0 2.0% $0 2.0% $0 2.0% $0

3.90 | Communication $2,000 2.0% $2,040 2.0% $2,081 2.0% $2,122 2.0% $2,165

3.10 | Cleaning $1,815 0.0% $1,815 0.0% $1,815 10.0% $1,997 0.0% $1,997

3.11 | Bank / Finance charges $250 2.0% $255 2.0% $260 2.0% $265 2.0% $271

3.12 | Misc costs $500 2.0% $510 2.0% $520 2.0% $531 2.0% $541

3 | SERVICES $14,065 $14,460 $14,870 $15,478 $15,922
4.1 | Insurance (Building) $1,485 2.0% $1,515 2.0% $1,545 2.0% $1,576 2.0% $1,607
4.2 | Insurance (content) $2,000 2.0% $2,040 2.0% $2,081 2.0% $2,122 2.0% $2,165
4.2 | Accounting / Legal $1,000 2.0% $1,020 2.0% $1,040 2.0% $1,061 2.0% $1,082

4 | STATUATORY $4,485 $4,575 $4,666 $4,760 $4,855
5.1 | Office supplies $500 2% $510 2% $520 2.0% $531 2.0% $541

5 | SUPPLIES $500 $510 $520 $531 $541
6.1 | Advertising / Marketing $0 0.0% $0 0.0% $0 0.0% $0 0.0% $0
6.2 | Professional Fees $0 0.0% $0 0.0% $0 0.0% $0 0.0% $0

6 | MARKETING $0 $0 $0 $0 $0
7.1 | Distribution rights $0 0.0% $0 0.0% $0 0.0% $0 0.0% $0
7.2 | Lease of equipment $5,000 0.0% $5,000 0.0% $5,000 0.0% $5,000 0.0% $5,000

7 | LEASE PAYMENTS $5,000 $5,000 $5,000 $5,000 $5,000
8.1 | Depreciation (Building) $4,683 0.0% $4,683 0.0% $4,683 0.0% $4,683 0.0% $4,683

8 | Depreciation $4,683 $4,683 $4,683 $4,683 $4,683

9 | TOTAL EXPENSES $28,733 $29,227 $29,739 $30,451 $31,000

Net Operating Surplus -$11,313 -$8,707 -$4,809 -$5,271 -$5,570
% -64.9% -42.4% -19.3% -20.9% -21.9%
Cashflow -$11,313 -$8,707 -$4,809 -$5,271 -$5,570
Cumulative Cashflow -$11,313 -$20,020 -$24,830 -$30,101 -$35,671
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Performing Arts Centre Assumptions

Structure

e The performing arts centre will be managed by Te Ahu Trust and operated as an
internal business unit.

Annual Estimated Visitor Numbers

e A total of 8,100 users per annum in Year 1 increasing to 10,100 by Year 3 and
thereafter. This is based on:

Kaitaia Dramatic Society usage of 5,000 per annum.

e 4 DVD theatre bookings per month attracting an average of 50 users per booking in
Year 1 increasing to an average of 75 by Year 3 and thereafter.

e 6 community bookings per annum in Year 1 increasing to 12 by Year 3 and
thereafter with an average of 100 users per booking.

e 2 conferences / commercial events per annum in Year 1 increasing to 6 by Year 3
and thereafter with an average of 50 users per booking.

Hire fees
e No charge for Kaitaia Dramatic Society.
e The estimated hire charges will be $100 per community booking.
e The hire charge for the conferences will be $250.
e The DVD theatre will be $12 per person.

Operational Surplus / Deficit

e |tis assumed that any projected operational surplus will be retained by Te Ahu.

Estimated Staffing Levels and Remuneration

e |t is assumed that all day to day management and operations will be undertaken by
the Te Ahu Trust staff.

Contents and Liability Insurance

e Insurance premiums of $1,000 are included to cover contents and liability

Advertising / Marketing and Professional Fees

e An allowance has been made of $2,000 to be included within a wider Te Ahu Trust
budget.

Accounting and Legal

e |tis assumed that all accounting and legal fees will be $1,000.

The cash flow projections for the Performance Arts Centre are outlined in Table 61.
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Table 61 Performing Arts Cash Flow Projections

% % % %

Ref Section Year 1 Growth Year 2 Growth Year 3 Growth Year 4 Growth Year 5
1.1 | DVD Theatre $28,800 $34,560 $43,200 $43,200 $43,200
1.2 | KDS $0 $0 $0 $0 $0
1.3 | Community Bookings $600 $900 $1,200 $1,200 $1,200
1.4 | Conferences / Events $500 $1,000 $1,500 $1,500 $1,500

1 | TOTAL INCOME $29,900 $36,460 $45,900 $45,900 $45,900
2.1 | Staff $0 3% $0 3% $0 3% $0 3% $0
2.2 | Casual Staff $0 3% $0 3% $0 3% $0 3% $0

2 | STAFF COSTS $0 $0 $0 $0 $0
3.1 | Gas $0 $0 $0 $0 $0
3.2 | Electricity $8,000 5.0% $8,400 5.0% $8,820 5.0% $9,261 5.0% $9,724
3.3 | Water $1,200 2.0% $1,224 2.0% $1,248 2.0% $1,273 2.0% $1,299
3.4 | Security $0 2.0% $0 2.0% $0 2.0% $0 2.0% $0
3.5 | Building Compliance $0 2.0% $0 2.0% $0 2.0% $0 2.0% $0
3.6 | Responsive maintenance $0 0.0% $0 0.0% $0 0.0% $0 0.0% $0
3.7 | Property Maintenance $6,700 2.0% $6,834 2.0% $6,971 2.0% $7,110 2.0% $7,252
3.8 | Services / fire $0 2.0% $0 2.0% $0 2.0% $0 2.0% $0
3.9 | Communication $2,000 2.0% $2,040 2.0% $2,081 2.0% $2,122 2.0% $2,165

3.10 | Cleaning $3,685 0.0% $3,685 0.0% $3,685 10.0% $4,054 0.0% $4,054

3.11 | Bank / Finance charges $250 2.0% $255 2.0% $260 2.0% $265 2.0% $271

3.12 | Misc costs $500 2.0% $510 2.0% $520 2.0% $531 2.0% $541

3 | SERVICES $22,335 $22,948 $23,585 $24,616 $25,305
4.1 | Insurance (Building) $3,015 2.0% $3,075 2.0% $3,137 2.0% $3,200 2.0% $3,264
4.2 | Insurance (content) $2,000 2.0% $2,040 2.0% $2,081 2.0% $2,122 2.0% $2,165
4.2 | Accounting / Legal $1,000 2.0% $1,020 2.0% $1,040 2.0% $1,061 2.0% $1,082

4 | STATUATORY $6,015 $6,135 $6,258 $6,383 $6,511
5.1 | Office supplies $500 2% $510 2% $520 2.0% $531 2.0% $541

5 | SUPPLIES $500 $510 $520 $531 $541
6.1 | Advertising / Marketing $0 0.0% $0 0.0% $0 0.0% $0 0.0% $0
6.2 | Professional Fees $0 0.0% $0 0.0% $0 0.0% $0 0.0% $0

6 | MARKETING $0 $0 $0 $0 $0
7.1 | Distribution rights $10,000 0.0% $10,000 0.0% $10,000 0.0% $10,000 0.0% $10,000
7.2 | Lease of equipment $5,000 0.0% $5,000 0.0% $5,000 0.0% $5,000 0.0% $5,000

7 | LEASE PAYMENTS $15,000 $15,000 $15,000 $15,000 $15,000
8.1 | Depreciation (Building) $9,507 0.0% $9,507 0.0% $9,507 0.0% $9,507 0.0% $9,507

8 | Depreciation $9,507 $9,507 $9,507 $9,507 $9,507

9 | TOTAL EXPENSES $53,357 $54,101 $54,871 $56,037 $56,865

Net Operating Surplus -$23,457 -$17,641 -$8,971 -$10,137 -$10,965
% -78.5% -48.4% -19.5% -22.1% -23.9%
Cashflow -$23,457 -$17,641 -$8,971 -$10,137 -$10,965
Cumulative Cashflow -$23,457 -$41,098 -$50,069 -$60,206 -$71,171
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Estimated Local Visitor Spend

e [tis estimated that an average of $5.00 ($4.44 exc GST) is spent on food.
e |t is assumed that local visitors will not purchase retail items.

Cost of Sales

e |tis assumed that cost of sales is 50% for retail stock.
e |tis assumed that cost of sales is 33% for catering stock.

The cash flow projections for the café /retail, are set out in Table 63.

Key Findings

The Café and retail is estimated to make an operational surplus of approximately
$14,000 in year 1 increasing to $30,000 per annum by Year 5. This estimate is based
on the café and retail areas being very actively promoted and well managed.
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Table 63

Café / Retail Cash Flow Projections

%

%

Ref Section Year 1 Growth Year 2 Growth Year 3 Growth Year 4 Growth Year 5
1.1 | Retails sales $141,333 $153,054 $161,908 $165,288 $168,156
1.2 | Café sales $201,237 $217,926 $230,532 $235,345 $239,428

1 | TOTAL INCOME $342,571 $370,981 $392,439 $400,633 $407,584
2.1 | Staff $160,775 3% | $165,598 3% | $170,566 3% | $175,683 3% $180,954

2 | STAFF COSTS $160,775 $165,598 $170,566 $175,683 $180,954
3.1 | Gas $2,500 5.0% $2,625 5.0% $2,756 5.0% $2,894 5.0% $3,039
3.2 | Electricity $5,000 5.0% $5,250 5.0% $5,513 5.0% $5,788 5.0% $6,078
3.3 | Water $2,500 2.0% $2,550 2.0% $2,601 2.0% $2,653 2.0% $2,706
3.4 | Security $0 2.0% $0 2.0% $0 2.0% $0 2.0% $0
3.5 | Building Compliance $0 2.0% $0 2.0% $0 2.0% $0 2.0% $0
3.6 | Responsive maintenance $0 0.0% $0 0.0% $0 0.0% $0 0.0% $0
3.7 | Property Maintenance $2,200 2.0% $2,244 2.0% $2,289 2.0% $2,335 2.0% $2,381
3.8 | Services / fire $0 2.0% $0 2.0% $0 2.0% $0 2.0% $0
3.9 | Communication $0 2.0% $0 2.0% $0 2.0% $0 2.0% $0

3.10 | Cleaning $1,210 0.0% $1,210 0.0% $1,210 10.0% $1,331 0.0% $1,331

3.11 | Bank / Finance charges $250 2.0% $255 2.0% $260 2.0% $265 2.0% $271

3.12 | Misc costs $2,500 2.0% $2,550 2.0% $2,601 2.0% $2,653 2.0% $2,706

3 | SERVICES $16,160 $16,684 $17,230 $17,919 $18,511
4.1 | Insurance (Building) $990 2.0% $1,010 2.0% $1,030 2.0% $1,051 2.0% $1,072
4.2 | Insurance (content) $2,500 2.0% $2,550 2.0% $2,601 2.0% $2,653 2.0% $2,706
4.3 | Accounting / Legal $1,000 2.0% $1,020 2.0% $1,040 2.0% $1,061 2.0% $1,082

4 | STATUATORY $4,490 $4,580 $4,671 $4,765 $4,860
5.1 | Office supplies $1,000 2% $1,020 2% $1,040 2.0% $1,061 2.0% $1,082

5 | SUPPLIES $1,000 $1,020 $1,040 $1,061 $1,082
6.1 | Retail stock $70,667 0.0% $76,527 0.0% $80,954 0.0% $82,644 0.0% $84,078
6.2 | Catering stock $67,079 $72,642 $76,844 $78,448 $79,809
6.3 | Professional Fees $0 0.0% $0 0.0% $0 0.0% $0 0.0% $0

6 | MARKETING $137,746 $149,169 $157,798 $161,092 $163,887
7.1 | Rent $0 0.0% $0 0.0% $0 0.0% $0 0.0% $0
7.2 | Lease of equipment $5,000 0.0% $5,000 0.0% $5,000 0.0% $5,000 0.0% $5,000

7 | LEASE PAYMENTS $5,000 $5,000 $5,000 $5,000 $5,000
8.1 | Depreciation (Building) $3,122 0.0% $3,122 0.0% $3,122 0.0% $3,122 0.0% $3,122

8 | Depreciation $3,122 $3,122 $3,122 $3,122 $3,122

9 | TOTAL EXPENSES $328,293 $345,173 $359,427 $368,642 $377,417

Net Operating Surplus $14,278 $25,807 $33,012 $31,990 $30,167
% 4.2% 7.0% 8.4% 8.0% 7.4%
Cashflow $14,278 $25,807 $33,012 $31,990 $30,167
Cumulative Cashflow $14,278 $40,085 $73,098 $105,088 $135,255
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I-Site Assumptions

Annual Estimated Visitor Numbers.

e A total of 53,000 visitors per annum have been assumed for the first year of
operation. This will increase to 60,225 by year five. These estimates are based on
industry best practice of similar i-Sites and available tourism data.

Annual Payment to Te Ahu

= An annual payment of $120 per m? will be paid to Te Ahu to contribute towards
rental income and depreciation. For years 1 to 5 this will be split 75% rent and 25%
depreciation, from year 6 on this will be split 50:50.

= An annual maintenance payment of $20 per sqg m will be paid to Te Ahu towards
building maintenance. FNDC is responsible for fair wear and tear and internal
maintenance.

Operational Surplus / Deficit

e All on going operational surpluses or deficits will be the responsibility of Far North
District Council.

Café and Retail Income

e |t is assumed that the I-Site will not receive catering and retail income from Te Ahu
in the first five years.

Library Assumptions

Annual Estimated Visitor Numbers.

e A total of 81,000 visitors per annum have been assumed for the first year of
operation. This will increase to 100,000 by year five.

Annual Payment to Te Ahu

= An annual payment of $120 per m? will be paid to Te Ahu to contribute towards
rental income and depreciation. For years 1 to 5 this will be split 75% rent and 25%
depreciation, from year 6 on this will be split 50:50.

= An annual maintenance payment of $20 per sqg m will be paid to Te Ahu towards
building maintenance. FNDC is responsible for fair wear and tear and internal
maintenance.

Operational Surplus / Deficit

e All on going operational surpluses or deficits will be the responsibility of Far North
District Council.
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Service Centre Assumptions

Annual Estimated Visitor Numbers.

e |t has been assumed that there will be a total of 13,000 visitors per annum to the
Service Centre.

Annual Payment to Te Ahu

= An annual payment of $120 per sq m will be paid to Te Ahu to contribute towards
rental income and depreciation. For years 1 to 5 this will be split 75% rent and 25%
depreciation, from year 6 on this will be split 50:50.

= An annual maintenance payment of $20 per sq m will be paid to Te Ahu towards
building maintenance. FNDC is responsible for fair wear and tear and internal
maintenance.

Operational Surplus / Deficit

e All on going operational surpluses or deficits will be the responsibility of Far North
District Council.

Sensitivities

When considering any operating projections it is important to consider sensitivities to
change in the key variables and the assumptions being made. The key variables that impact
on projected operational costs are the trading income, Far North District Council general
grants and retail spend.

Income Sensitivity

Table 64 below highlights the overall sensitivity to changes in total income, trading income
and Far North District Council contribution towards rent, depreciation and maintenance. It
can be seen that the overall operating position is most sensitive to changes in the café /
retail income and the level of FNDC contribution / rental.

Table 64 Income Sensitivity (Year 1)
Income Year 1 -10% -5% -2% Base 2% 5% 10%
Total Income -$134,848 -$81,098 -$48,849 -$27,349 -$5,849 $26,401 $80,150
Trading Income -$96,591 -$61,970 -$41,197 -$27,349 -$13,500 $7,272 $41,893
Catering / Retail Sales -$47,831 -$37,590 -$31,445 -$27,349 -$23,252 -$17,108 -$6,866
FNDC Contribution /
Rental -$46,060 -$36,704 -$31,091 -$27,349 -$23,607 -$17,993 -$8,638
Table 65 Income Sensitivity (Year 5)
Income Year 5 -10% -5% -2% Base 2% 5% 10%
Total Income -$86,794 -$25,622 $11,082 $35,551 $60,020 $96,723 $157,896
Trading Income -$41,847 -$3,148 $20,071 $35,551 $51,030 $74,250 $112,949
Catering / Retail Sales $10,902 $15,172 $30,677 $35,551 $40,425 $55,930 $76,309
FNDC Contribution /
Rental $16,840 $26,195 $31,809 $35,551 $39,293 $44,906 $54,262

It can be seen in Table 66 that the net operating position is sensitive to changes in
expenditure with the net operating position most sensitive to changes in staffing costs.
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Table 66

Expenditure Sensitivity (Year 1)

Expenditure -10% -5% -2% Base 2% 5% 10%
Total Expenditure $82,885 $27,768 -$5,302 -$27,349 -$49,396 -$82,466 -$137,583
Staffing Costs $21,006 -$3,171 -$17,678 -$27,349 -$37,020 -$51,526 -$75,704
Services -$7,696 -$17,522 -$23,418 -$27,349 -$31,279 -$37,175 -$47,002
Table 67 Expenditure Sensitivity (Year 5)
Expenditure -10% -5% -2% Base 2% 5% 10%
Total Expenditure $154,341 $94,946 $59,309 $35,551 $11,793 -$23,844 -$83,239
Staffing Costs $89,975 $62,763 $46,436 $35,551 $24,666 $8,339 -$18,873
Services $56,988 $46,269 $39,838 $35,551 $31,263 $24,832 $14,114

Tourism Trends Sensitivity

As has been highlighted the current economic conditions are projected to have a significant
impact on the numbers of international visitors to New Zealand in the short term.

It has been assumed that 26% of visitors to Te Ahu are tourists (53,000). Table 68 highlights
the potential impact to tourist visits to Te Ahu as a result of a decline in overall tourist
numbers.

Table 68 Tourist Visitor Numbers
Base -5% -10% -15% -20%
Tourist Visits 53,000 50,350 47,700 45,050 42,400

Table 69 highlights that as the overall operational position is sensitive to relatively small
change in tourist visits due to the fact that a large proportion of the catering and retail
income is based on the tourist visits.

Table 69 Tourism Trends Sensitivity (Year 1)
Year 1 Base -5% -10% -15% -20%
Total Income -$27,349 -$39,441 -$51,532 -$63,624 -$75,716
Café / retail sales $342,571 $327,635 $312,699 $297,763 $282,828
Café / retail trading position $14,278 $5,499 -$3,281 -$12,060 -$20,839
Museum Admissions $66,249 $62,937 $59,624 $56,312 $52,999
Museum trading position $5,705 $2,393 -$920 -$4,232 -$7,545

While Tourism NZ predict that the decline in tourist numbers is going to be relatively short
term, if this is incorrect the potential impact of a decline in tourist numbers on Year 5 of
the operation can be seen in Table 70.

Table 70 Tourism Trends Sensitivity (Year 5 - long term tourist decline)
Base -5% -10% -15% -20%
Operational Surplus / Deficit $35,551 $7,679 $5,438 -$18,579 -$31,746
Café / retail sales $407,584 $378,143 $361,662 $345,057 $328,447
Café / retail trading position $30,167 $12,739 $3,035 -$6,694 -$16,449
Museum Admissions $75,281 $64,838 $61,425 $58,013 $54,600
Museum trading position $9,255 -$1,189 -$4,601 -$8,014 -$11,426
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When considering the impact of the various sensitivities it is important to consider the
following:

e A conservative approach has been taken to the Year 1 visitor / user numbers of
Te Ahu. With a proactive management and marketing approach it is considered
that these figures can be exceeded

e An allowance of $25,000 has been made for a discretionary community booking
incentive fund to attract new users.

e Any decline in overseas tourist numbers will, to a certain extent, be off set by
an increase in domestic tourists choosing to holiday closer to home.

e |tis unlikely that Te Ahu will be developed and operational before late 2010, by
which time the Ministry of Tourism are predicting there will be an up turn in
the tourism market.

However, it should be noted that should the longer term tourist numbers remain depressed,
by Year 5 of operation a small operational a small deficit is projected taking into account a
10% decline in tourist numbers. Should this be the case a number of short term options
may be considered to ensure a breakeven trading position and long term operational
viability including:

e Scaled increase in staffing numbers based on lower visitation levels.

e Reduced allocation of funding towards museum refurbishment fund.
¢ Short term reduction in the internal depreciation rate.
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17.0 Conclusion and Recommendations

17.1

Conclusions

The primary catchment for Te Ahu has a comparatively youthful population. This
catchment is also characterised by a comparatively high deprivation (as defined by
the deprivation index).

External visitor numbers projections derived from Ministry of Tourism and Statistics
New Zealand data indicate the Northland market is anticipated to rebound in two
years. However, in light of the decline of economic conditions in key markets it is
considered advisable to temper these official projections. It would be advisable to
re examine visitor sensitivities in early and mid 2009

Analysis concluded that all of the Te Ahu spaces are constrained by operational
sustainability and capital development funding thresholds. The library space is
below national guidelines, while the museum is smaller than the size desired by the
Far North Regional Museum Trust.

Despite these spatial constraints it is envisaged that with careful design and
management Te Ahu can become more than the sum of its parts. For example, Te
Ahu could be at key times a large museum borrowing or colonising surrounding
spaces for special exhibitions or events. Projection facades could be used to show
images or ‘virtual exhibitions’ in the main foyer / gallery space or even the facade
of the building.

It is also important to remember that Te Ahu will offer all partners both more and
better quality space than they currently have.

Te Ahu is likely to be best served by as much of a centralised management
structure as possible. It is acknowledged that certain components of the centre
cannot be centralised due to the operational requirements of key partners. The
updated model offers the best approach possible given current constraints. Service
level agreements are one way in which the components under separate
management can be synergised.

The capital cost for the new development is estimated at 15 million (excl GST).
Projections indicate that Te Ahu is capable of operating sustainably in the longer

term so long as the project is supported by the FNDC. The sensitivity analysis
indicates that the operation will always be finally balanced.
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17.2 Recommendations

1. Partners should continue discussing spatial issues, but be mindful of the identified
operational and funding threshold constraints for the Te Ahu project in its entirety.

2. Partner organisations should continue discussing the final form of the management
model and have an agreed position prior to the start of detailed design.

3. A detailed traffic and parking study should be undertaken prior to the start of the
detailed design process. Data from this study will be required to inform the site’s
layout especially in relation to access and egress from State Highway One.

4. This document should be updated when new data from the additional work streams

outlined above are completed. Once this has been completed the document can be
better utilised for funding and planning purposes.
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Maltbys Ltd

Construction Cost Managers
and Quantity Surveyors

Level 2, Princes Court,
2 Princes Street
PO Box 2176 Auckland 1140

DEFINING COSTS - MANAGING RISK - DELIVERING RESULTS

Ph: 09 303 4394 Fax: 09 307 1034
Web: www.maltbys.co.nz

21 August 2008

Visitor Solutions
PO Box 14-245

Panmure

AUCKLAND

Attention: Craig Jones

Dear Craig

Te Ahu Charitable Trust (Proposed Kaitaia Community Centre)

Please find enclosed our updated feasibility estimate for the above project, which details three
options.

The opfions and their estimated costs are summarized below:-

e Option 1 —full option with total gross floor area of 2,852m2. Cost $14.7m (ex GST)
Option 2 — as option 1 but with reduced Foyer & Museum space. Cost $13.6m (ex GST).
* Option 3 — as option 2 but with Community Tech Spaces deleted & other areas adjusted

in size. Cost $12.7m (ex GST).

We have based our feasibility estimates on the following information and note the following main
assumptions and clarifications:-

Basis of estimate
¢ Schedule of spaces provided by Visitor Solutions.
¢ Indicative carparking numbers provided by Team Traffic.
* Geoftech report carried by PK Engineering dated April 2008.

Assumptions & exclusions

* We have assumed a construction start in early 2010 and have included for construction
cost escalation upto this point in time.

® Assumes a iwo storey building to a standard suburban library/community centre
benchmark. Building to be positioned on the site currently occupied by the existing
property on South Road, in order to avoid the expected significant costs and problems
associated with siting the building in the existing carpark over the line of the infilled/re-
routed river.
Construction cost provides base building shell for fitout by others as applicable.
Fitout costs exclude IT cosis.

* Museum fitout at $2,600, with each option having 100m2 of Back of house/office space
at $250m2.

e m2 rates for construction costs are averaged out over all spaces.

e Land cost excluded.

e Council costs including any Development and Reserve Contributions are excluded.

e All legal and finance costs are excluded.

e Markefing & promotional costs are excluded.
Level 2, Princes Court, 2 Princes Street Level 3, 22 Panama St Level 2, The Station, 7-9 Duke Street In association with
PO Box 2176 Auckland 1140 PO Box 1034 Wellington 6011 PO Box 975 Gueenstown 9348 Currie&Brown
Ph: 09 303 4394 Fax: 09 307 1034 Ph: D4 499 1468 Fax: 04 499 4648 Ph: 03 442 5968 Fax: 03 442 5931
Web: www.maltbys.co.nz Web: www.maltbys.co.nz Web: www.maltbys.co.nz

Directors: Arthur Brown, Tony Dawson, Brian Maltby, David Morriss, John Oscilowski, Gary Townsend, Jeff Turner



DEFINING COSTS - MAMAGING RISK - DELIVERING RESULTS

Should you have any queries with the enclosed, please feel free to contact me.

Yours sincerely,

“ 2

Gary Townsend
MALTBYS
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U CHARITABLE TRUST - OPTIO MALTBYS

Wﬂﬂﬁ BERNING € - HAHACING RISK - DELIVERING RESULTS
ESTIMATED FIT QUT COSTS
Construction
cost § Rate per| Construction | Fitoutcost§ | Fit Out cost

CONSTRUCTION COST ESTIMATE Area m2 m2 cost total $ Rate per m2 jotal §
Schedule of Internal spaces
Foyer / Circulation Gallery 500 2,650 1,325,000 50 25,000
Te Ahu Admin hub (inc lunch room) 100 2,650 265,000 250 25,000
Library 842 2,650 2,231,300 300 252,600
Council Service Centre 250 2,650 662,500 250 62,500
Community Tech Space!/Northtech teaching
space 240 2,650 636,000 400 96,000
i-site (inc refail) 135 2,650 357,750 250 33,750
Museum 550 2,650 1,457,500 2,173 1,195,000
Cultural Centre 120 2,650 318,000 250 30,000
Café (kiosk siyle) 55 2,650 145,750 1,500 82,500
Toilets 60 2,650 159,000 n/a 0
Artworks n/a 200,000
TOTAL BUILDING GFA 2,852
Library Walled Courtyard 40 20,000
Car parking {opprox 200 vehicles) 6,000 75 450,000
External works generally (paving, sireet furniture,
lighting, planting etc) 450,000
Building external signage 25,000
Infrastructure costs (stormwater, sanitary, eleciric,
water, telecom conneclions eic) 250,000
Demolition of existing buildings/site clearance 75,000
Ground condifions premium 200,000
Sub-Total of construction costs/fitout costs 9,227,800 1,802,350
PROFESSIONAL FEFS
Allowance for professional fees {16%
construction; 6% fitout) 1,476,448 108,141
DEVELOPMENT & RESERVE CONTRIBUTIONS
Excluded . 0 nfa
MARKET ESCALATION
Construction cost inflation {ossume construction
start in early 2010) ot 4% per annum 642,255 114,629
CONTINGENCY
Contingency allowance 10% 1,134,650 202,512
TOTALS (excluding GST) 12,481,153 2,227,633
ADD fifout fotal 2,227,633
TOTAL OF CONSTRUCTION COST &
FITOUT COST (excluding G5T) 14,708,786

ASSUMPTIONS

1. Assumes a two storey building to a stondard suburban Library/community cenire benchmark
2. Construction cost provides base building shell for fitout by olhers as applicable.

3. Fitout excludes IT costs.

4. Museum fitout at 450m2 at $2600 plus 100m2 ot $250.

5. m2 rates for construction costs are averaged out over all spaces

EXCLUSIONS
1. Land cost

2. Council costs including any Development or Reserve Coniributions

3. All legal & finance costs
4. Markeling & promotional cosls




TE AHU CHARITABLE TRUST - OPTION 2
FEASIBILITY ESTIMATE - JULY 2008

MALTBYS

INENG COSTS - HAMAGING RITE - OFLIVIAING RESULTS

ESTIMATED FIT QUT COSTS
Construction
cost $ Rate per| Construction | Fit out cost $ | Fit Out cost
CONSTRUCTION COST ESTIMATE Area m2 m?2 cost total $ Rate per m2 total $
| Schedule of Infernal spaces
Foyer / Circulafion Gallery 300 2,650 795,000 50 15,000
Te Ahu Admin hub (inc lunch room) 100 2,650 265,000 250 25,000
Library 842 2,650 2,231,300 300 252,600
Council Service Cenire 250 2,650 662,500 250 62,500
Community Tech Space’/Northtech feaching
space 240 2,650 636,000 400 96,000
i-site (inc refail) 135 2,650 357,750 250 33,750
Museum 500 2,650 1,325,000 2,130 1,065,000
Cultural Centre 120 2,650 318,000 250 30,000
Café (kiosk style) 55 2,650 145,750 1,500 82,500
Toilets 60 2,650 159,000 nfa 0
Artworks n/a 200,000
TOTAL BUILDING GFA 2,602
Schedule of Fxternal spaces
Library Walled Courlyard 40 20,000
Car parking (approx 200 vehicles) 6,000 75 450,000
External works generally (paving, street fumiture,
lighting, planting el 450,000
Building external signage 25,000
Infrastruciure costs (stormwaler, sanifary, eleciric,
water, telecom connections elc) 250,000
Demolition of existing buildings/site clearance 75,000
Ground conditions premium 200,000
Sub-Total of construction costs/fitout costs 8,565,300 1,662,350
PROFESSIONAL FEES
Allowance for professional fees (16%
construction; 6% fitout) 1,370,448 09,741
DEVELOPMENT & RESERVE CONMTRIBUTIONS
Excluded 0 n/a
MARKET ESCALATION
Construdiion cost inflation (assume construction
start in early 2010) at 4% per annum 596,145 105,725
CONTINGENCY
Contingency allowance 10% 1,053,189 186,782
TOTALS (excluding GST) 11,585,082 2,054,598
ADD fitout total 2,054,598
TOTAL OF CONSTRUCTION COST &
FITOUT COST (excluding GST) 13,639,680

ASSUMPTIONS

1. Assumes a two storey building to a standard suburban Library/community cenire benchmark
2. Construction cost provides base building shell for fitout by others os applicable.

3. Fitout excludes IT costs.

4. Museum fitout at 400m2 ot $2600 plus 100m2 at $250.

5. m?2 rates for construction costs are overaged out over all spaces

EXCLUSIONS
1. Land cost

2. Council costs including any Development or Reserve Contribufions

3. All legal & finance cosis
4. Marketing & promofional cosfs




TE AHU CHARITABLE TRUST - OPTION 3

MALTBYS

E IL E = JULY 2008 BEFNING EALTE . HANAGING RISE . BILIVEMNG RESULTS
ESTIMATED FIT QUT COSTS
Construction
cost § Rate per] Construction | Fit out cost § | Fit Out cost

CONSTRUCTION COST ESTIMATE Area m2 m2 cost total $ Rate per m2 total $
|Schedule of Iniermal spaces

Foyer / Circulation Gallery 300 2,650 795,000 50 15,000
Te Ahu Admin hub (inc lunch room) 100 2,650 265,000 250 25,000
Library 842 2,650 2,231,300 300 252,600
Council Service Centre 250 2,650 662,500 250 62,500
Community Tech Spoce/Norihtech teaching

space 0 2,650 0 400 0
i-site (inc retail) 135 2,650 357,750 250 33,750
Museum 480 2,650 1,272,000 2,110 1,013,000
Cultural Cenire 170 2,650 450,500 250 42,500
Café (kiosk style) 55 2,650 145,750 1,500 82,500
Toilets 60 2,650 159,000 n/a 0
Artworks n/a 200,000

TOTAL BUILDING GFA 2,392

Library Walled Couriyard 40 20,000

Car parking (opprox 200 vehicles) 6,000 75 450,000

External works generally (poving, street furniture,

lighting, plonting etc) 450,000

Building external signage 25,000

Infrastructure costs (stormwaler, sanitary, elediric,

water, telecom connections etc) 250,000

Demolition of existing buildings/site clearance 75,000

Ground condifions premium 200,000

Sub-Total of construction costs/fitout costs 8,008,800 1,526,850
PROFESSIOMAL FEES

Allowance for professional fees (16%

construction; 6% fitout) 1,281,408 921,611
| DEVELOPMENT & RESERVE CONTRIBUTIONS

Excluded 0 n/a
MARKET ESCAIATION

Construction cost inflation (ossume construciion

start in early 2010) at 4% per annum 557,412 97,108
CONTINGENCY

Contingency allowance 10% 984,762 171,557
TOTALS (excluding GST) 10,832,383 1,887,126
'ADD fitout total 1,887,126

TOTAL OF CONSTRUCTION COST &

FITOUT COST (excluding GST) 12,719,508

ASSUMPTIONS

1. Assumes a two storey building fo a standard suburban Library/community cenire benchmark
2. Consiruction cost provides base building shell for fitout by others as applicable.

3. Fitout excludes IT cosis.

4, Museum fitout ot 380m2 at $2600 plus 100m2 ot $250.

5. m2 rates for construction cosfs are averaged out over oll spaces

EXCLUSIONS

1. Land cost

2. Coundil costs including any Development or Reserve Contributions

3. All legal & finance costs
4. Marketing & promofional costs
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Ref 8085
22 Fuly 2008
Visitor Solutions Ltd
P.O. Box 14-245
Panmmure
Aunckland

Attn- Mr Craig Jones

Dear Six
Re: Te Ahu Community Centre

Fusther to our recent discussions, we have considered in some detai] the traffic and parkang.-
related aspects of the proposed Te Alm development in Kaitaia.

It 15 owr understanding that the preferred site of the three that were mutially proposed 15
located at the southern end of the Kaitaia commercial area, and is courently occupied by the
existing Community Centre located at the comer of Church Road and South Road
(State Highway 1) and an adjoining private land holding.

This site, together with these two roads is shown in the following aerial photograph
(sourced from Google Earth)

TRAFFIC

Lavél 3. 1bh Busco Hirr 8 [l
Phor d r A teamiraffic.«
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It is also understood that the proposed facility will contain space for the following activities:
» Youth Space
o District Library
o Council Service Centre
o Comnumnity “Tech Space” Northtech Teaching Space
& i-site (information centre)
o Museum
s Culmral Centre
¢ Shop/Cafe (with large outdoor dining area)

From the estimated how-by-hour use of these spaces during a normal day 1o a peak month,
and applving a number of assumptions, we have estimated the likely peak parking demand of
the activity during the course of the day.

For ease of reference, these assumptions include the following:

1. the library will have 2-3 staff

2. the Council service centre will have up to 20 staff present at any one time, with an
additional 15 in-person public enguiries per howr (with each assumed to have an
average visit time of 20 minutes)

3. the i-site and Musenm will each have 2 staff with the i-sife wisitors staying
approximately 15 nunutes, and the mnsenm visitors staying approximately 1 hour

4. the cafe/shop will have 3 staff with the visitors staying approximately 1 hour

With the various activities having different attendance profiles through the cowrse of the
extendad howrs of the day. and also linitations imposed on each area by the Bulding Code,
the intra-day population profile information provided by Visitor Solutions has resulted in the
following anticipated parking demand:
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q-_.?‘& q,"’f" Hdi‘o ‘:\'ﬁ‘;ﬁ"s‘ -\,ds‘ q:}& n,“ip qu'\ (f qﬁs. f\"f\ Qf ﬁﬁ& "‘PQR

From this information it has been established that the peal: demand is likely to be 10 the order
of 155 vehicles and will occur late in the afterncon with the pext highest peak of
approximately 145 vehicles oocuming about 11.002m
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If an allowance of an additional 1090 13 made for parking inefficiencies, effective capacity
Lhimitaticns (recogmising that not all spaces will be in wse at one time due to circulating
traffic), and alternative wses also using the on-site parking provisions, then the on-site parking
resources should be sufficient to accommodate about 170 velicles.

Applying a generic rate of 28m” to 30m’ per space (which includes munor internal roading
Links L‘.‘iﬂlLﬂ. the car park) to this aumber of spaces, results 1n the need for some 4760m” to
5100m’ of land area to be available for car patking. We also note that the new development
iz likely to build over parts of an existing comnmnity centre car park. Allowance should be
made for replacing this car parking. The new development may therefore require the
development of up to 200 car patks (say ﬁﬂi}ﬂm} to allow for the potemtial of several
significant activities ocowring at the same time.

It should be noted that these parking estimates are based cn the likely actual anticipated
demand. rather than the parling requirement based on the application of rates contained in
the District Plan.

In assessing the need for this parking. we have been mindful of the fact that significant and
regular overflow to State Highway 1 may not be acceptable to Transit NZ. and overflow to
Chuoreh Foad may not be acceptable to Council (given the complex alignment of the road and
the proximity of adjacent infersections).

This anticipated parking demand is also comparable to what is expected to occur at a popular
event attracting some 400 pecple at the existing Community Centre, but will be significantly
less than the anticipated demand if an event achieves the approximate 800 person capacity of
this Community Centre.

Therefore ziven realistic parking demands and usage, the parking resources requited to
accommodate the proposed centre may alsc be appropriate for the parking needs of a
realistically large attendance at the existing community centre. Obvicusly to ensure that no
problems occur due to a compounding demand for parking, these large events at the latter
facility could not be scheduled when any significant activity 1s occurming in the proposed
Te Abhu facility.

Such an operational restriction is therefore likely to be necessary and require coordination
between the event/facilities Managers.

With respect to the access provisions to and from the site, in traffic engineering terms, the
principle of taking access of side roads rather than main roads is considered important in this
particular situation given the regional and national significance of South FRoad
{State Highway 1) and the availability of a convenient and mere appropriate alternative road.

However, some access off State Highway 1 (potentially as a secondary point) may be
achievable provided the access location has sufficient width and wisibility, the zradients are
acceptable, and the turning/gquening provisions on State Highway 1 are to the satisfaction of
Transit NZ.
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As these matters are related to the detmled design, it 15 believed that they should be explored
at no more than a high level with Transit NZ in the first instance, with these discussions
coupled with a more n-depth on-site assessment from a traffic engineerng perspective
formang the basis of a detailed appraisal of the situation at a later date.

We trust tlus iformation is sufficiently detailed for vouwr immediate needs. Should you wish
to discuss any matter in greater detail, do not hesitate contacting us,

Yours faithfully
TRAFFIC ENGINEERING & MANAGEMENT LTD

TS

P.E. Brown
Director

126



127



Appendix 3

Commercial office calculations
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Commercial Office Assumptions

As part of the initial feasibility study options were examined to include commercial office
accommodation. After the gathered data were analysed it became apparent that this
proposed component of Te Ahu was unlikely to be viable.

Commercial Office Accommodation Assumptions

The commercial office accommodation would be 800 square metres® and would need to be
considered financially separate from the other community facilities in the Te Ahu
development. It is considered unlikely that the capital development cost of this space could
be funded through charitable capital grants and it is therefore assumed that a debt model
would be required (that is a commercial mortgage would need to be arranged).

Build Costs

e Build costs are estimated to be $2,000 per m? for mid level specification and $1,600
m? for low level specification.

Maintenance Costs

e Annual maintenance costs are estimated to be $6/m? based on discussions with a
Cost Consultant.

Current Market Rental

e Current market rates for office accommodation (Main Street location) in Kaitaia
range from $45 - $50 per m? for poor quality retail (with office conversion
potential), $75 - $80 per m? for good quality retail (with office conversion
potential) to high quality prime ground floor offices at $160 - $180 per m?. Office
space costs tend to decline the further away they are from the main street. Agents
currently report a soft commercial market.

Insurance

e Insurance costs are estimated to be $4,000 per annum based on discussions with
independent insurance brokers.

Maintenance

e No account has been made for increased maintenance work, future refurbishment
or increases in rental income.

Loan Repayments

e Loan repayments have been based at 10% over a 25 year repayment period.

Depreciation

e Depreciation has been assumed on a straight line basis over 50 years.

® Although 800m? was used for calculation purposes in this example the principles being demonstrated remain the
same for a space of 700m? or any similar size.
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Cash Flow Projections

The cash projections consider three scenarios:

1. A mid range build cost ($2,000 per m?) achieving a market rental of $175 per m?.

2. A low level build cost ($1,600 per m?) achieving a market rental of $175 per m.

3. Alow level build cost ($1,600 per m?) achieving a market rental of $250 per m?.

The commercial office cash flow projections are set out in Table A3.

Table A3 Commercial Office Cash Flow Projections

Capital Cost $1.6m | Capital Cost $1.28m | Capital Cost $1.28m

Rental (m?) $175 | Rental (m?) $175 | Rental (m?) $250

Annual Income Annual Income Annual Income

Rental $120,000 | Rental $120,000 | Rental $200,000

Annual Expenditure Annual Expenditure Annual Expenditure

Maintenance $4,800 | Maintenance $4,800 | Maintenance $4,800

Insurance $4,000 | Insurance $4,000 | Insurance $4,000

Depreciation $32,000 | Depreciation $25,600 | Depreciation $25,600

Management Fee $6,000 | Management Fee $6,000 | Management Fee $10,000

Loan

Repayments $174,468 | Loan Repayments  $139,572 | Loan Repayments  $139,572
$221,268 $179,972 $183,972

Net surplus / Net surplus / Net surplus /

deficit -$101,268 | deficit -$59,972 | deficit $16,028

It can be seen that only the high rental / low capital option returns a positive annual cash
flow once the loan repayments for the capital cost of construction have been made. While
this is a positive cash flow it is important to consider the internal rate of return of the
investment (IRR), excluding the loan repayments. This assumes that the capital required is
available and enables one investment to be compared against another. The IRR of the three

options is set out in Figure A3.
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Figure A3 Internal Rate of Return
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Figure A3 illustrates that once loan repayments have been removed, both the lower rental
scenarios show an IRR of less than 5%. This means that over 25 years the return on the
investment would be the equivalent of less than 5% per annum. Should it be possible to
achieve the high rental level the IRR would be equivalent to 11.3% per annum over 25
years. No account has been taken here for the net present value, inflation or rental
increases.

Based on these data the addition of commercial office accommodation is currently
considered unviable and has therefore not been included in further business case
considerations (that is it is not reflected in the financial modelling of this option or other
options). This conclusion was drawn on the following contributing factors:

1. A low level of return on the investment in relation to the investment’s potential
risk profile.

2. A limited market demand was identified for this level of office accommodation.

3. The high risk involved in securing the high rental level required to generate a
return

4. The ability to secure the capital investment required.
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