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4. Operational

WELLINGTON CONVENTION AND EXHIBITON CENTRE

Purpose

1.

This report seeks approval from the City Strategy Committee for the Wellington
Convention and Exhibition Centre Proposal (the Proposal) as outlined in the attached
Business Case.

Summary

2.
3.

This proposal is fully detailed in the attached Business Case.

The Business Case outlines the proposal to develop and own a Convention and
Exhibition Centre on the Council owned land on Cable Street opposite Te Papa. The
centre is a three level building of approximately 18,000 square metres and will feature
an iconic fagade design. The top two levels will house the convention centre and the
ground floor will be a mix of public spaces, being the foyer, Café and public walkway
connecting Wakefield and Cable Street, and include an exhibition hall of around 1,300
square meters. The gound floor also has the loading service areas for the centre which
connect to a new service lane between Wakefield and Cable Street.

Preliminary designs have been completed and the developed design process is
progressing. We are at a stage in the project where we now require certainty as to
whether to proceed with the project or not.

The total project cost is $179.3m which includes the cost of the land which has already
been acquired at a cost of $21.5m. Therefore the net cost be be funded is $157.8m
which compares favourably to the $165.5m provided for in the 2018-28 Long Term
Plan.

The financial base case shows that the Net Financial Cost to ratepayers from the
proposal is $45.6m (before internal allocations) compared to the cost provided for in
the 2018-28 Long Term Plan of $50.2m. Adjusting these numbers for the rates costs
included within the projections the net cost to ratepayers is $37.0m which compares to
the net cost provided in the Long Term Plan of $43.3m.

The financial projections outlined in the Business Case include an assumption that we
we will receive $25.0m of funding from the Crown. This is consistent with the Long
Term Plan which also includes the same level of contribution from the Crown.
Discussions around this funding are on-going and until there is a commitment from the
Crown this funding remains at risk, however the case for Crown funding is strong.

The economic benefits from the proposal are strong and the annual positive impact on
GDP is estimated by BERL to be $44.8m and support 554 new jobs. The construction
project BERL assess will have a positive GDP impact of $76.3m and support 864 jobs
through the construction phase. These benefits will not be realised without the project
proceeding.

The development of the Convention and Exhibition Centre will be a catalyst investment
in what is a largely under-developed precinct dominated by car-parking. Should the
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10.

project proceed we would expect a range of other developments in this precinct to
occur and as a consequence contribute to growth in the ratepayer base.

The project delivers strong economic returns with a benefit cost ratio of 5.1:1, can be
funded within the approved Long Term Plan budgets and is at a stage where the
project can be delivered. The potential benefits from the urban regeneration stimulus
will significantly grow the Council ratepayer base and see an underdeveloped precinct
in the City transformed better connecting the Waterfront to Te Aro.

Recommendation/s
That the City Strategy Committee:

1.

Receives the information.

2. Notes that the Proposal is outlined in detail within the business case in Attachment 1 to
this report.

3. Note that the project scope has changed and the proposal is for a new purpose built
convention centre on the Council owned site on Cable Street combined with an
exhibition hall and a range of public spaces. Previous projects for the convention
centre were consulted on in combination with the proposed Hilton Hotel and the
proposed Movie Museum.

4. Notes that extensive consultation regarding the need to invest in convention facilities
has been undertaken over the course of many years as set out in the report.

5. Note that a range of limited engagement on the proposal has been undertaken across
the business community as set out in the report.

6. Notes the results of all of the consultation processes have consistently been positive
and particularly from the commercial sector.

7. Notes that the proposal falls within the financial parameters included in the 2018-28
Long Term Plan for both capital expenditure and operating expenditure.

8. Note that the impact on ratepayers from the proposal is less than the financial provision
included within the 2018-28 Long Term Plan.

9.  Agrees to proceed with the proposal as set out in the report utilising the $165.5m
capital expenditure budget provided within the 2018-28 Long Term Plan.

10. Notes that funding from the Crown of $25m is included in the project budgets and
discussions with the Crown are on-going and until confirmed by the Crown this funding
remains at risk.

11. Notes that Officers will report back within twelve months with recommendations to
confirm the appointment of operators for the Convention and Exhibition operations.

12. Notes that the project can be funded within the existing Council Financial Strategy.

Background

11.  All background to this proposal is included in the attached Business Case.

Discussion

12. The proposal in the attached business case is for the delivery of a Convention and

Exhibition Centre for Wellington and whilst this particular proposal has not been
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13.

14.

15.

16.

17.

18.

19.

20.

21.

22.
23.

24.

25.

26.

27.

28.

specifically consulted on, the need for new convention facilities for Wellington has been
extensively consulted on over the last four years.

The concept of a Convention Centre project has been tested with the community on
several occasions in several forms both separately and in conjunction with other
private sector interests:

2014 Convention centre proposal and consultation document - under a different
ownership structure with a private developer and a hotel operator

2015-25 Long Term Plan — The Convention Centre project formed a key component of
the economic development strategy in this document.

15 Feb-15 Mar 2017 Special Consultative Procedure (LGA s83) — for a Convention
Centre combined with a Movie Museum.

2016/17 and 2017/18 Annual Plans — the Convention Centre combined with the Movie
Museum project were consulted on in the Annual Plan processes.

2018 Long Term Plan — the Convention Centre combined with the Movie Museum
project was consulted and financial provision made within the Long Term Plan to build
the Convention Centre and Movie Museum.

Whilst this version of the proposal has been not been specifically consulted upon, the
previous public consultation for new convention facilities for the city has shown strong
support for the project.

The most recent proposal had 84% of the over 100 respondents supporting. This result
has likely underestimated the true level of community support due to several supportive
submissions received from organisations representing numerous members.

The commercial sector was the most positive with all submissions supporting the
proposal. This group’s support is important due to the majority of ratepayer funding of
the project falls on them. Three quarters of individuals submitters were supportive and
71% of community and not-for-profit groups.

The key supporting themes from consultation were:

Good for economic reasons: increased visitation, drives growth, new facilities and
visitor attractions are needed;

Good to have synergies between the museum and convention centre: combined
facilities creates a point of difference (to a lessor extent this still applies to the
Exhibition Centre);

Reputational: project fits well with Wellington’s image, and will be a great addition to
the City’s infrastructure

There were a minority group (16%) who were not supportive of the proposal, and the
key themes of their opposition were that is was not Council’s role to fund this sort of
venture and put financial burden on the ratepayers, and the risk of the venture failing.

Other themes coming from the consultation were around the urban planning and the
need to create good links to and from the site, especially with the waterfront and Te
Papa, and back towards the Courtenay precinct, confirming the funding balance is
right, and ensuring traffic and pedestrian congestion is managed. These comments
have been fed back into our design process and the final designs show considerable
thought has been put into these areas.

There was a strong view from some submitters that iconic offerings to the tourism
market drive visitation. The intention of this proposal in its design, construction and
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29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

operation is to ensure we have an iconic building that changes the pattern of
Wellington’s tourist visitation through a new visitor experience.

Stakeholders have noted that Wellington struggles to host large conference events,
and the quality of our venues is now aging when compared to our competitors, and this
will become stark when the NZICC and Te Pae open.

There has been strong public support for a new convention centre in all prior
consultation processes and general stakeholder feedback. From the recent
stakeholder feedback we have received on the new proposal, this support remains,
particularly from the commercial sector and it is that sector who will be paying the
largest proportion of the cost for this development in their rates.

All consultation processes allowed Council to engage and gain an understanding of
community views in relation to the development of new convention facilities for the City.

Previous processes have ranged from Annual Plan and Long Term Plan consultation
where projects are prioritised against other projects, and also carried out in accordance
with the process of the Special Consultative Procedure (LGA, s83).

The most prevalent themes centred around the project being a catalyst for economic
growth and jobs, an attractor for tourism, and a way of protecting and enhancing our
conference market share and reputation.

Opposing views centred around the ratepayer burden and if it is Council’s role to invest
in such facilities. These views were considerably outweighed by the positive views.

The new proposal addresses many of the urban planning considerations noted in the
feedback, in particular the activation of the ground floor and improved public
connectivity between Wakefield and Cable Street which will ensure the building has
strong public amenity value.

Council have also been working closely with Central Government on capital funding for
the project to offset the increased costs. We are assuming within our final proposal
that a $25 million funding contribution from the Crown to the convention centre
development. Discussions are on-going.

Despite the changes from this proposal to those that have been consulted upon, the
main components are within reasonable materiality limits to that included in previous
consultations around cost, economic benefits, visitation impact, and quality city
infrastructure development and in most cases are favourable.

Recent engagement with key stakeholders on this proposal has shown continued
support and a keenness for this project to be delivered. There was a caution from most
on cost and ensuring the benefits outweighed these, and that the Exhibition Centre
component was robust. Those canvassed to seek their views included Wellington
Chamber of Commerce, Hospitality and Retail Group, Air New Zealand, professional
conference organisers (PCO’s), MBIE, TNZ and NZ Business Events Teams, Te Papa,
Hoteliers, Weltec/Whitirea, and local Iwi.

Given the significant support for convention centre developments in various forms over
several years, and the desire to do this project once and do it right for the city, it is
Officers view that Councillors have sufficient knowledge from the consultation process
of the views and preferences of its communities and can proceed with confidence to
approve this proposal.

Page 6 Item 4.5



CITY STRATEGY COMMITTEE
13 DECEMBER 2018

40. Financial Considerations

41. The proposal included in the attached business case assumes the funding in the 2018
Long Term Plan will be used to deliver this proposal. Overall the costs are less than
provided for in the LTP with the differences outlined in the next sections.

42. Opex costs over the 10 years of the 2018 Long Term Plan would overall reduce by
$2.3m as outlined in the following table:
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43.
oPEX | 2018/19 | 2019/20 [ 2020/21 | 2021/22 | 2022/23 | 2023/24 | 2024/25 | 2025/26 | 2026/27 | 2027/28 Total
2018 LTP 1,178,771 2,371,503 4,599,817 5817534 3,781,148 6,523,009 6,799,369 6205344 6,289,684 6,659,450 | 50,225,637
WCEC 750,969 1,073,377 2,686,741  5250,284 7,882,462 8,090,351 6,626,858 5,770,606 5,065,602 4,717,634 | 47,914,885
Variance - 427,802 - 1,298,126 - 1,913,076 - 567,249 4,101,314 1567342 - 172,511 - 434,738 - 1,224,082 - 1,941,824 |- 2,310,752

44, Capex costs over the 10 years of the 2018 Long Term Plan would overall reduce by
$7.7m as outlined in the following table:

45.
CAPEX 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 Total
2018 LTP 700,000 15,955,002 48,613,539 73,604,237 26,655,174 o o o o 0 |165,528,002
WCEC 4,394,000 25,793,000 51,088,000 53,203,000 23,303,000 o o o o 0 [157,781,000
Variance -3,694,000 -9,837,998 -2,474461 20,401,287 3,352,174 0 0 0 0 0 7,747,002

46. Borrowings are expected to change by the capital amount and impact of a different
depreciation repayment and stay within the limits set out in Council’s Financial
Strategy.

47. Depending on the agreed funding activity for this proposal the Rates requirement
overall will be less by $2.3 million as rates follow the Opex changes. However, the
Downtown Levy ratepayers will pick up a higher share of this proposal than the LTP
allowed for, with reciprocal lower share paid for by our General ratepayers. This is
because the Convention Centre Activity is funded 40% by the Downtown Levy and
60% General Rate, but the funding allocated to the Galleries and Museums activity in
the LTP was funded at 25% Downtown Levy and 75% General Rate.

48. This means that assuming all of this proposal is funded in the Convention Centre
Activity, over the LTP period overall sector rates will change as follows:

49.
Rates Impact of WCEC 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 TOTAL
Downtown Targeted Rate - 12,000 - 72,000 - 145,000 - 127,000 - 452,000 2,291,000 1,873,000 1,788,000 1,626,000 1,413,000 | 8,183,000
Commerical General Rate 6,000 32,000 66,000 57,000 203,000 - 319,000 - 911,000 - 991,000 - 1,273,000 - 1,508,000 |- 4,638,000
Residential General Rate 7,000 39,000 80,000 69,000 249,000 - 391,000 - 1,115,000 - 1,214,000 - 1,559,000 - 1,847,000 |- 5,682,000
Total 1,000 - 1,000 1,000 - 1,000 - 1,581,000 - 153,000 - 417,000 - 1,206,000 - 1,942,000 |- 2,137,000

50. The LTP showed in 2023/24 an annual rates increase of 6.18% which is greater than
the 3.80% allowed for in the LTP. This proposal whilst lower in some years, would see
that increase become 6.58% in 2023/24. The proposal currently has no allowance for
mitigating ratepayer impact using tools such as the City Growth Fund which we
recommend utilising to maintain rates increases at the levels outlined in the 2018 LTP
through the relevant Annual Planning process

51. Detailed discussion in relation to this proposal is included in the attached Business
Case.

Options

52. Option analysis has been included in the attached Business Case.

53.  Previous options considered for delivery of new convention facilities for Wellington
include:

a)  Wellington Convention Centre and Movie Musuem Proposal (Build, own,
operate)
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b)  Wellington Hilton Convention Centre Proposal (Lease, private operator)
¢) Michael Fowler Centre Carpark Development Proposal (Build, own, operate)

Next Actions
54. Obtain approval to proceed from this Committee.

55. Once approval to proceed is obtained the project will be advanced as outlined within
the Business Case.

Attachments

Attachment 1. Convention and Exhibition Centre Business Case § & Page 11
Author Danny McComb, Manager Economic & Commercial

Authoriser Kevin Lavery, Chief Executive
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SUPPORTING INFORMATION

Engagement and Consultation

Consultation has been undertaken on the need for Council to invest in convention facilities
both independently from 8 July to 14 August 2014 (Hilton proposal) and from 15 February to
15 March 2016 (Convention Centre and Movie Museum proposal), and as part of the 2015
and 2018 Long Term Plans, 2016 and 2017 Annual Plans. These processes demonstrated
strong support for investment in new facilities for Wellington.

The consultation was specific in nature and related to the relevant proposals at the time of
the consultation. The consistent theme through the consultation is the convention centre
component and the need to improve Wellington’s venue offering and protect Wellington’s
position in the business events market in the face of new developments around NZ.

Engagement with key stakeholders on this proposal has shown continued support and a
keenness for this project to be delivered. There was a caution from most on cost and
ensuring the benefits outweighed these, and that the Exhibition Centre component was
robust. Those canvassed to seek their views are Wellington Chamber of Commerce,
Hospitality and Retail Group, Air New Zealand, professional conference organisers (PCO’s),
MBIE, TNZ and NZ Business Events Teams, Te Papa, Hoteliers, Weltec/Whitirea, and local
Iwi.

Treaty of Waitangi considerations
The site excavation works will be done with full consideration of the Treaty of Waitangi and
any historic findings will follow a process to ensure protection these.

Financial implications

These are noted in the attached Business Case. The capex and opex costs are less than
currently provided for in the 2018 Long Term Plan (which was based on the Convention
Centre and Movie Museum proposal). There are some differences in annual funding so
some rescheduling of costs will need to occur.

Policy and legislative implications

This proposal addresses any policy and legislative implications. Considerations around
ensuring compliance with the provisions of our Long Term Plan and Financial Strategy, and
delivery of our Economic Growth Agenda have been made with no inconsistencies found.

Policy and legislative implications around delivery of the development have been considered
and addressed in design and delivery programmes

and addressed in design and delivery programmes.

Risks / legal
The Business Case includes a full risk assessment for the project, and mitigating factors
have been built into the proposal.

Climate Change impact and considerations

The development and building is envisioned to be designed and built to high standards of
resilience with impacts of climate change considered and responded to in the design
together with sustainability considerations.

Communications Plan
A Communications plan is in place for this proposal.
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Health and Safety Impact considered
All steps to ensure the health and safety of workers involved with the construction of this
development will be made by the appropriate parties involved.
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