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1. Meeting Conduct 
 

 

1.1 Karakia 

The Chairperson will open the meeting with a karakia. 

Whakataka te hau ki te uru, 

Whakataka te hau ki te tonga. 

Kia mākinakina ki uta, 

Kia mātaratara ki tai. 

E hī ake ana te atākura. 

He tio, he huka, he hauhū. 

Tihei Mauri Ora! 

Cease oh winds of the west  

and of the south  

Let the bracing breezes flow,  

over the land and the sea. 

Let the red-tipped dawn come  

with a sharpened edge, a touch of frost, 

a promise of a glorious day  

 

1. 2 Apologies 

The Chairperson invites notice from members of: 

1. Leave of absence for future meetings of the Wellington City Council; or 

2. Apologies, including apologies for lateness and early departure from the meeting, 

where leave of absence has not previously been granted. 

 

1. 3 Announcements by the Mayor 
 

1. 4 Conflict of Interest Declarations 

Members are reminded of the need to be vigilant to stand aside from decision making when 

a conflict arises between their role as a member and any private or other external interest 

they might have. 

 

1. 5 Confirmation of Minutes 
The minutes of the meeting held on 25 December 2018 will be put to the Council for 
confirmation.  
 

1. 6 Items not on the Agenda 

The Chairperson will give notice of items not on the agenda as follows: 

Matters Requiring Urgent Attention as Determined by Resolution of the Wellington 
City Council 

The Chairperson shall state to the meeting. 

1. The reason why the item is not on the agenda; and 

2. The reason why discussion of the item cannot be delayed until a subsequent meeting. 

The item may be allowed onto the agenda by resolution of the Wellington City Council. 
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Minor Matters relating to the General Business of the Wellington City Council 

The Chairperson shall state to the meeting that the item will be discussed, but no resolution, 

decision, or recommendation may be made in respect of the item except to refer it to a 

subsequent meeting of the Wellington City Council for further discussion. 

 

1. 7 Public Participation 

A maximum of 60 minutes is set aside for public participation at the commencement of any 

meeting of the Council or committee that is open to the public.  Under Standing Order 3.23.3 

a written, oral or electronic application to address the meeting setting forth the subject, is 

required to be lodged with the Chief Executive by 12.00 noon of the working day prior to the 

meeting concerned, and subsequently approved by the Chairperson. 
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2. General Business 
 

 

TOWN HALL STRENGTHENING AND MUSIC HUB 
 
 

Purpose 

1. The purpose of this report is to: 

a) Update Council on the Town Hall strengthening project and Music Hub proposal 

that was presented to the City Strategy Committee on 22 June 2017, and the 

subsequent provisions made in the 2018-2028 Long Term Plan; 

b) Update Council on the procurement of a main construction contractor for the 

Town Hall strengthening works; 

c) Identify the changes in the work including the project risk profile; 

d) Request additional funding so the project can commence; 

e) Provide an update on negotiations with Victoria University (VUW) and the New 

Zealand Symphony Orchestra (NZSO) to create a Music Hub within the Town 

Hall; and 

f) Seek approval to commence the necessary strengthening work of the east wall to 

the Municipal Office Building (MOB) in conjunction with commencement of the 

Town Hall works. 

Summary 

2. Wellington Town Hall was declared earthquake prone in 2009, requiring the building to 

be strengthened by 2019. The building was closed to the public in 2013 after the 

Seddon earthquake. 

3. Initial consideration was given to returning the Town Hall to its original use. In 2014 

Council further considered how it could improve the use of a strengthened and 

renovated Town Hall. 

4. In 2017 Council prepared a proposal that would see the Town Hall strengthened and 

refurbished, with better utilisation of the building through shared use between the 

Council, The New Zealand Symphony Orchestra (NZSO) and Victoria University 

School of Music (VUW). A provisional budget of $97.4m was agreed, inclusive of a 

$23.4m contingency. 

5. During 2017 and early 2018, design work was completed and, following Long Term 

Plan public consultation in 2018, Council formally approved expenditure of $97.4million 

to strengthen the Town Hall. This was based on updated design information and 

revised construction estimate. It was evident at the time that contingency requirements 

would have to be reassessed once tender pricing was received.  

6. The decision was linked to the granting of a long term lease to NZSO and VUW for the 

joint use of the Town Hall. A leasing agreement was signed in 2018. 
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7. The proposed investment by Council and the agreements with NZSO and VUW are 

supplemented by a significant fundraising programme to support the fit-out and 

associated costs of the Music School.  

8. Further testing, investigations, and the design of the Town Hall strengthening work has 

been completed in the last 18 months and a competitive tender process for a main 

contractor was undertaken in 2018. Naylor Love was appointed the preferred tenderer 

in December 2018. 

9. The testing, investigation, design, and tendering process has provided a more 

comprehensive understanding of the extent and likely cost of the works required to 

strengthen and restore the Town Hall. The current estimated total project cost is $112.4 

million excluding contingency. 

10. Factors that influenced the revised estimated total project cost include: 

 The Wellington construction market is currently the most expensive in the country; 

 The experience and capacity for this type of complex strengthening project sits with 
a few large construction companies; 

 Contractor willingness to accept risk has dropped following the collapse of, and 
heavy losses sustained by some of the country’s most trusted contractors; and 

 Investigations into the conditions of the ground and building resulted in necessary 
changes to the design. 

11. Naylor Love has provided for a construction period of four years. This has been 

assessed by the technical experts and procurement panel as a reasonable estimation 

of the time required. The programme will remain subject to the progress on the in-

ground works which will only become clearer 6 - 12 months into the project. The 

programme duration will be re-assessed on a regular basis. 

12. Subject to Council approval of the funding to complete the Town Hall strengthening, a 

contract is being negotiated with Naylor Love to act as the main contractor with a 

planned start in March/April 2019. 

13. MOB, adjoining the Town Hall, also requires strengthening and redevelopment. It is 

likely that Council will be required to act as the developer, on the basis that the bulk of 

cost of the redevelopment will be recouped through a commercial lease of the building. 

This will be submitted as a separate budget approval. However, the wall that adjoins 

the Town Hall and MOB needs to be strengthened early in the Town Hall construction 

programme for maximum efficiency and exposure mitigation. This will require a 

provision of $5.9 million in the 2019/2020 Annual Plan to continue the MOB design and 

proceed with the wall strengthening. 
 

Recommendation/s 

It is recommended that Council: 

1. Receives the information. 

2. Approves the tenancy agreements with Victoria University School of Music and the 
New Zealand Symphony Orchestra. 

3. Approves additional funding for the Town Hall of $19.3m to complete the strengthening 
project, amending the project budget from $93.1 million (included in the 2018-28 Long 
Term Plan) to $112.4 million excluding project contingency. 
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4. Agrees that in addition to the project budget of $112.4 million, a contingency fund will 
be established based on terms agreed in the confidential paper entitled Town Hall 
Strengthening Project Risk and Contingency Management which will be considered in 
the public excluded agenda of the 27 February 2019 Council meeting. 

5. Approves funding for design and strengthening works for the Municipal Office Building 
east wall of $5.9 million. 

6. Notes that in agreeing to amend the project budget to $112.4 million and contingency 
fund, Council will proceed with formalising a construction contract with Naylor Love 
Wellington Ltd, which is the preferred tenderer. 

7. Notes that if Council approves funding and a contract is formalised, the construction 
project is scheduled to commence in March/April 2019. 

8. Delegates to the Chief Executive Officer the power to conclude all matters in relation to 
the lease, construction contract and separate contingency, including all legislative 
matters, issuing relevant public notices, negotiating the terms of any other related 
regulatory approvals, contracts, and works required to finalise the recommendations. 

 

Background 

14. An earthquake prone notice was issued for the Town Hall in 2009, requiring completion 

of the strengthening of the Town Hall to be undertaken by December 2019.  

15. Following the Seddon earthquake in 2013, the Town Hall was closed to the public and 

Council re-commenced a design investigation into the seismic strengthening of the 

building. A base-isolated scheme was developed and early indications were that 

previous budget allowances were going to be considerably exceeded - by in excess of 

50%. Even more concerning was advice received at the time by way of an independent 

review of the project (completed by project management specialists The Building 

Intelligence Group - TBIG) that the project had been minimally scoped and costs were 

likely to be “an unreliable basis for WCC budgeting”. 

16. From a Wellington city and Council perspective, a shared occupancy of the Wellington 

Town Hall with NZSO and the University presents the opportunity to further embed key 

creative partnerships we already enjoy in the music and music education sectors. 

Shared occupancy has been designed to ensure continued public access to the Town 

Hall facilities, while strengthening the city’s ‘creative capital’ branding, and ensuring a 

high degree of utilisation of the Town Hall given the investment in earthquake 

strengthening required. As well as providing an important return on capital, this 

occupancy will also provide increased vibrancy and activation in Te Ngākau Civic 

Square - confirming its place as the local democratic and cultural heart of the city. 

17. The project was put on hold in 2014 as a direct result of the uncertainty over the rigour 

of both the process and the resulting cost estimates for the project. It is clear from the 

work that has followed, that the concerns raised by TBIG were well founded and the 

costs for the project were inevitably going to considerably exceed the circa $60 million 

project, which comprised “estimates that were rich in uncertainties”. 

18. The project was re-started within the year in 2015. Since that time on-going and 

comprehensive testing, investigations and design reviews have been undertaken. 

During the course of this process, the Canterbury, Seddon and Kaikoura earthquakes 
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have led to a greater robustness of the design. In addition, the project has benefited 

from an increased focus on how the Town Hall can be best utilised and re-purposed. 

19. Council commenced positive discussions with the NZSO and VUW regarding the 

development of a Music Hub within the civic precinct.  

20. In June 2017 Council approved a budget for the seismic strengthening of the Town Hall 

and for negotiations to proceed with the NZSO and VUW. The approved budget for the 

development was $89.9m plus Fixtures, Fittings and Equipment (FF&E) of $3.8m and 

incremental capex associated with MOB of $3.7m, totalling $97.4m. 

21. Key strategic outcomes and benefits identified for the Music Hub are to: 

 Provide the Wellington public with opportunities to experience and be inspired by 
music and musicians in a central city setting and reinforce the city’s reputation as a 
vibrant, arts-rich place to live; 

 Enhance the city’s international positioning as a film scoring destination; 

 Strengthen the connection of the NZSO to Wellington as its home and create 
opportunities for increased collaboration and resource-sharing in the sector; and 

 Maximise the utilisation and income producing capacity of the earthquake 
strengthened Town Hall and contribute to an energised Civic Square Precinct. 

22. The key approval linked to the Town Hall decision in June 2017 was the granting of a 

long term lease to the NZSO and VUW. A Collaboration and Redevelopment 

Agreement (CRA) was concluded in 2018. The long term commitment from the tenants 

realises a total rental stream in excess of $31m ($15m on a NPV basis) over the term 

of the lease. 

23. Council will retain approximately 40% of the total occupancy of the Town Hall. NZSO 

and VUW will share access to the remaining 60% of the Town Hall in return for a rental 

stream at market-derived rental levels. Three shared performance spaces will open in 

the strengthened Town Hall. The Music Hub adds to the stand-alone earthquake 

strengthening scenario for the Town Hall through the following: 

 The provision of a recording space designed to meet the needs of the NZSO to 
allow for film scoring and other recording work; 

 Level two will incorporate a new practice and performance space in the north-west 
corner above the Mayor’s office; 

 Extensive fit-out throughout the Town Hall with tenant spaces paid for by VUW and 
the NZSO; and 

 The debating chamber space will be altered to provide extra seating for 
performances and practice sessions and the gallery will be refurbished in order to 
allow for larger audiences, better viewing angles, improved acoustics, and a better 
end user experience. 

Town Hall Upgrade 

24. The Town Hall was initially constructed from unreinforced masonry wall elements with 

a stone plinth around the base. The building sits on an area of reclamation fill and is 

supported on a series of original concrete piles. Since first constructed, the building has 

undergone a series of alterations, often in response to known earthquake risks. This 

work includes: 
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 Mid 1930s removal of clock tower, parapets and gables after the Napier 
earthquake. The original Roman-styled portico was replaced with a much smaller 
entry porte-cochere. 

 Mid 1940s strengthening including concrete buttress walls and parapet ties, 
removal of heavily decorated features, reinstatement of elements damaged during 
the 1942 Wairarapa earthquakes. 

 

 Early 1990s refurbishment and major alterations as part of the larger Civic Square 
redevelopment. As part of this work the building was seismically upgraded to the 
then minimum 66% of the 1965 Building Code. Key alterations included relocating 
the concert chamber, the introduction of the west ambulatory, various internal 
planning modifications for function spaces and a comprehensive exterior and 
interior refurbishment including the reintroduction of fibreglass cornice and capitals 
to the exterior elevations. 

 In 2018 work had been completed to secure the unreinforced masonry and 
parapets on Wakefield St. 

 

Figure 1 View from Wakefield St towards the Michael Fowler Centre 

Key objectives 

25. Council’s brief for the Town Hall includes the following key aspects: 

a) Seismically upgrade the building to target 100% NBS (IL3) of the Building Code 

applicable as at 31 March 2017; 

b) A venue for performance and musical events; 

c) A venue for community, corporate & civic events; 

d) A place to engage with local community and connect regionally, nationally and 

globally; 

e) A place of work for the Mayor and associated support services; and 
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f) A venue to host council meetings. 

26. In addition to the above requirements for the Town Hall, the building is to be upgraded 

to provide tenancy space within the Town Hall to enable it to accommodate key 

functions of the NZSO and NZSM programme. 

 

Figure 2: Exploded view from Wakefield St towards the Michael Fowler Centre 
 

 

Figure 3: Wakefield St West Hall entry 
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Figure 4: West Hall 

27. Critical to this project is the adaptation of existing spaces to enable a complementary 

arrangement of scaled, adaptable, highly programmed performance and amenity 

spaces to allow civic, music, education and community engagement.  

 

Figure 5: Proposed Civic Square West Hall Entry 

The Auditorium 

28. Wellington Town Hall Auditorium is an internationally recognised acoustic venue and 

one of New Zealand’s most sought after performance spaces. It functions as a flat floor 

venue with up to 2200 person capacity. 

29. The Auditorium is to be retained in its current configuration with any structural upgrade 

being ‘hidden’ if reasonably possible so as to maintain the existing acoustic qualities 

and overall atmosphere. Front and back of house facilities are considered cramped and 

do not support the venue all that well, these concerns are to be considered within the 

constraints of the space available. 

30. The Auditorium’s functions as a performance venue for hire. The Auditorium will be 

utilised for civic and community functions, performances both commercial and non-

commercial, during the day and night. Specific uses might include: NZSO rehearsals, 
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NZSO film scoring, Orchestral Performances, Music concerts, Community events, and 

corporate events. 

 

Figure 6: Auditorium as is 

The Debating Chamber 

31. Council requirements include formal Council meetings, general Council meetings, and 

citizenship ceremonies; Space for an audience of up to 200 plus people. 

 

Figure 7: Debating Chamber looking west: 1951 
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Figure 8: Debating Chamber looking west: 2018 

 

Figure 9: Proposed Debating Chamber looking north 
 

The Mayoral Suite 

32. Retention and re-construction of the Mayoral Suite is planned in its current location. 

33. The current fitout will be demolished to accommodate the installation of structural 

strengthening of the second floor for an increased loading as required and paid for by 

the tenant. A new fitout layout has been agreed with full design to be completed during 

the main construction period. 

Heritage 

34. The Town Hall is the irreplaceable civic and symbolic heart of the city and is the 

centrepiece of Te Ngākau Civic Square. As such it has significant cultural value for 

Wellington as a focal-point for democratic, social and community activities. The building 

has fine interiors and contains a world class auditorium concert chamber. 

Wellingtonians often have a personal connection to this place and have stories of the 

events and celebrations that they have enjoyed, collectively and individually. 
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35. The Wellington Heritage Policy 2010 has the vision that:  

“Wellington is a creative and memorable city that celebrates its past through the 
recognition, protection, conservation and use of its heritage for the benefit of all the 

community and visitors, now and for future generations”.  

36. Historically the Town Hall was the centre of municipal administration providing a venue 

for democratic processes. It is the place where Mayors and Councillors made decisions 

that helped shape the city, and has been since the building opened on  December 

7th,1904. The approach to strengthen and carefully adapt the building for new uses is 

sympathetic to its history and reflects Wellington’s wider concerns with ensuring a 

resilient city that can prosper into the future. This is an historic theme as the building 

was also modified after the 1931 Hawkes Bay and 1942 Wairarapa earthquakes when 

the clock tower and much of the external ornament were removed. The redevelopment 

of the Town Hall enables it to continue to tell part of Wellington’s unique and evolving 

story of the city and its people. 

37. The refurbishment and seismic strengthening of the building is the anchor in a wider 

project to revitalise and activate Te Ngākau Civic Square with new uses and new 

opportunities. The continuing evolution of the Town Hall and its part of the broader 

ambitions for Wellington as the acknowledged Cultural Capital of New Zealand, and is 

fundamental to the revitalisation of Te Ngākau Civic Square as the re-energised 

cultural, community and administrative centre of the city into the future.   

38. The strengthening and revitalisation of the Wellington Town Hall is a tangible example 

of the city’s commitment to its heritage. 

Construction Procurement 

Summary 

39. Securing a realistic, transparent construction cost for the works has been the primary 

aim of the project team for the last 18 months. This section outlines the process 

through design and procurement and in particular covers: 

 The significant investigation into ground and building condition and subsequent 
changes to the design as a result; 

 Contractors willingness to accept risk has dropped following the collapse or heavy 
losses sustained by some of NZ’s most trusted contractors and ongoing 
earthquakes; 

 The Wellington construction market is the most expensive in NZ; 

 The current status of the construction market in Wellington which is the busiest it 
has been in the last 30 years; 

 The experience and capacity to complete this type of work is in short supply and 
scattered amongst a few large contractors; 

 Despite the above, a competitive tender was completed with a high level of 
engagement with the three tenderers; 

 The 4 year duration involves a 2 year in-ground programme, with concurrent 
strengthening and restoration of a heritage listed building over a total 4 year period 
- all of which are high risk activities, which cannot be completely defined; 
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 Given the current escalation, rates for material and labour cannot be fixed for a four 
year project; and 

 This project is the most challenging project undertaken in Wellington over the last 
15 years and is potentially the most complex within NZ currently. 

Procurement process 

40. Following Council approval to proceed with the project, granted in June 2017, the 

project team prepared a strategy for the procurement of the construction phase of the 

development. This presented the project in an open and transparent manner with full 

disclosure of the complexities and a fair allocation of the known risks. 

41. Prior to developing the strategy extensive research was conducted including interviews 

with Auckland and Christchurch City Councils with respect to their Town Hall works and 

preliminary engagement with main contractors. 

42. The three step procurement process consisted of: 

a) open registration of interest - five main contractors responded; 

b) an information exchange process and tenderer selection; and 

c) a request for tender to three main contractors. 

43. Hawkins Construction, LT McGuinness & Naylor Love were qualified and selected to 

tender.  LT McGuinness withdrew seven weeks into the tender period, citing a full order 

book of less risky projects. 

Tender process 

44. The two complying tenders were assessed by the procurement panel whose members 

included representatives from Council, VUW, NZSO, Xigo experienced project 

managers and Bruce McLean, an independent construction expert. These 

representatives were carefully selected for their experience with risky and large scale 

projects and successful completion. 

45. The procurement panel were equally supported by the technical advisers from the 

design team. These included Tonkin and Taylor for geotechnical review, Holmes 

Consulting for structural and fire, Athfields for architecture, Beca for electrical and 

mechanical services, and RLB for quantity surveying along with smaller packages from 

other consultants. Collectively these technical representatives provide some of the 

best, most experienced staff available nationally and are supported by their national 

and international teams. 

46. The panel unanimously recommended Naylor Love (NL) as preferred tenderer. The NL 

teams experience included significant strengthening projects such as Parliament 

House, Supreme Court and Wellington Museum 

47. The complexity of the project ensured that both tenders contained a large number of 

exclusions and conditions (tags). They adopted the provisional sums included in the 

contract and added others. Provisional sums are a contractual means of including an 

estimated cost into a contract where the scope and cost of the work is uncertain. 

48. This is to be expected with a project that includes an extensive amount of in-ground 

works and a historic building where as-built records are not always accurate or are 

unavailable. 
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49. The tags and provisional sums have been assessed and either removed, a detailed 

scope developed, or a more accurate cost provided based on further investigation. This 

exercise remains on-going with further work, such as pile testing underway. It is 

expected that a number of these sums will remain provisional for a significant time as 

the investigation / discovery phase will be on-going through most of the contract. 

50. A key risk for this project in particular will be the high level of safety risk inherent in 

deep excavations and extensive strengthening works under an earthquake prone 

building. 

Construction duration 

51. The construction duration of four years (48 months) has been provided by NL and 

assessed by the technical experts and procurement panel as a reasonable estimation 

of the time required. The programme will remain subject to the progress on the in-

ground works which will only become clearer 6 - 12 months into the project. The 

programme duration will be re-assessed on a regular basis. 

Construction market 

52. The building industry is currently at the crest of the wave in the financial cycle and is 

experiencing unprecedented financial and resource pressure. Staff and skill shortages 

are at an all-time high. Cost increases of subcontractors and materials have 

proliferated. Tight margins and rapidly rising cost structures have resulted in well 

publicised industry failure. The receivership of Mainzeal, Eberts, Orange H and 

withdrawal from the vertical market by Fletcher Construction has resulted in remaining 

main contractors and subcontractors not being prepared to accept risk that they cannot 

quantify. 

53. At the same time there is forecast to be $1b -$2b of new projects coming on stream in 

Wellington alone over the next 9 - 24 months. The combination of these factors has 

resulted in a systemic shift in construction costs and allocation of risk. We now have a 

‘new normal’ environment that requires an adjustment in our general acceptance of 

cost.  

54. The Rider Levett Bucknall (RLB) Oceania Report for 1st Quarter 2019 provides 

evidence that the market cycle in Wellington is expected to grow through to 2022, with 

a national average cost escalation of 3.5% p.a. over this period with Wellington 

experiencing higher increases.  

55. As a result of the volume of work across New Zealand, main contractors and sub-

trades are experiencing labour shortages. Sub-trades are selective and a lack of 

competitive pricing tension drives up cost. Consistent with this, NL has advised that the 

project is at real risk of losing key sub-trades. If there is a delay to approval, then they 

may choose to secure a confirmed project, which would lead to higher prices and/or the 

use of less qualified sub-trades. 

56. The Registration of Interest (ROI) process demonstrated that the required capability for 

this complex project is in short supply and the attraction of this complex and risky type 

of work is fragile, especially during this period of high market activity.  

57. The Council project team is satisfied that NL possesses the necessary experience and 

is attracted by the challenge and the benefit to Wellington that will come with a 

successful completion of this project. 
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Cost estimate management 

58. Construction cost estimate reviews were conducted throughout and at the completion 

of each design stage by the design team and quantity surveyor. At the Preliminary 

Design stage total construction cost excluding contingency was estimated at $74m plus 

a contingency of $23.4m to give a total project estimate inclusive of contingency of 

$97.4m. 

59. At the completion of the Detailed Design stage in 2018, a pre-tender estimate was 

completed.  This showed an increase in the estimated project cost (excluding 

contingency) of $19.1m to total $93.1m. Due to uncertainty over how much of the initial 

contingency provision could be removed as a result of the detailed design process, 

Council retained the total project cost estimate for the purposes of the 2018-28 LTP at 

$97.4m, on the basis that the contingency requirement would be reassessed following 

the tender process. 

60. At the conclusion of the tender process, the project estimate excluding contingency is 

$112.4m. This comprises $89.1m for construction as tendered by Naylor Love with 

design fees and other costs making up the balance. This constitutes a further increase 

of $19.3m from the assumption included in the LTP. This figure excludes any 

contingency provision to reflect risks that will be retained by Council under the 

proposed construction contract. 

Cost breakdown 

61. A breakdown of the change between the Preliminary Design estimate, 2018 LTP and 
the tendered price is shown in the table below: 

Table 1 

Component: Prelim  
Design 

Change 2018 
LTP 

Change Tender 

    $m $m $m $m $m 

Tender price 51.5 16.9 68.4 20.4 88.8 

Design fees 12.1 0.0 12.1 2.0 14.1 

Insurance/ organ 2.9 2.2 5.1 0.6 5.7 

FFE & other 7.5 0.0 7.5 -3.7 3.8 

Total (Excl. Contingency) 74.0 19.1 93.1 19.3 112.4 

Design contingency 5.2 -5.2 0   

N
o
t d

is
c
lo

s
e
d

 

Escalation contingency 10.3 -10.3 0   

Construction contingency 7.9 -3.6 4.3*   

Total Contingency  23.4 -19.1 4.3     

Total (Incl. Contingency) 97.4   97.4     

* Subject to reassessment post tender     

Project Cost Forecast 

62. The nature of the project, which includes a large component of in-ground works 
followed by the strengthening and restoration of a heritage building, necessitates a 
contract that requires a fixed cost wherever possible, but recognises that the scale of 
the work will vary, and therefore provides a mechanism to vary the amount paid, based 
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on a pre-agreed rate for measured quantities. Wherever possible, the scale and scope 
of the work is defined and a fixed sum provided, however where this work can vary, a 
Priced Bill of Quantities will be used to assess variations. 

63. The work that can reasonably be allowed for has been designed and priced. 
Investigations have been completed on site to turn assumption into knowledge 
wherever possible. There is variability in ground and in the existing building condition 
that cannot be quantified until the construction project is underway. The scale and 
sequence of work to fully document ground and building condition would be too 
extensive to complete as a separate project, without equal work to strengthen and 
upgrade at the same time. A separate contingency is proposed to allow for this risk. 

64. For example the following trades comprise work that is expected to vary in scale: 

a) Excavation 

b) Dewatering  

c) Pile lengths and types 

d) Building condition requiring additional temporary support structures and repair 

e) Allowances for in-ground services 

f) Extent of contamination removal  

g) Heritage works. 

Design Fees, Insurance, Organ, URM 

65. In addition to construction costs Council is responsible for project costs including: 

a) Professional consultancy fees 

b) Insurance 

c) Consents 

d) Mayoral Suite design and construction 

e) Unreinforced masonry repair  

f) Refurbishing and reinstating the organ 

g) Furniture, fixtures and equipment. 

66. Consultant fees were previously fixed until the end of the project, based on a three year 
construction period, with the extended duration requiring renegotiation of their 
contracts. The additional forecast cost has been included. 

67. Insurance costs have increased significantly with an additional $1.1m added to the 
budget. The contract works insurance is currently being tendered, with seismic activity 
over the last several years resulting in insurers being less willing to insure longer 
duration and higher risk projects. The insurance will be negotiated at the conclusion of 
the tender. 

68. There are additional design elements required for the fitout of internal spaces that 
cannot be defined as yet. The organ has been refurbished and will be reinstalled at 
completion. 

69. Unreinforced masonry (URM) work was completed in 2018, ahead of the programmed 
work.  
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Risk and Contingency Management 

70. The construction market has changed significantly over the past 18 months through a 
continuing increase in new projects, the failure or near failure of large well-respected 
national contractors and ongoing earthquakes. The identified scope of the in-ground 
works has been priced, this will be borne out progressively once the work has 
commenced. The in-ground works will continue for up 2 plus years, requiring a 
significant contingency to allow for unknowns.  

71. The main risks for the construction project include: geotechnical, existing building 
condition, design, construction methodology and temporary works. The project was 
designed to explicitly identify risk, and for a commercial decision to be made on who 
would carry the risk from a contractual and financial perspective. 

72. The Detailed Design and associated tender documentation assumed that the majority 
of construction risk would be carried by the contractor and therefore incorporated in 
their tender price.  

73. With respect to the ability to assess and include risk, as part of its tender response, 
Naylor Love stated: 

“Ground conditions ..., the integrity and actual make-up of the building fabric will 
remain uncertain until work progresses far enough for these to be assessed properly. 
The ability to accurately scope the works is ...limited....We are acutely aware that this 
is not what was asked for in the tender ...but do not believe it equitable for these risks 
to sit solely with the contractor and nor would it seem reasonable for the principal .. to 

pay the significant cost premium associated with this risk transfer.” 

74. After consideration of all tenders, and a broader review of the prevailing market 
conditions, officers and the consultant team have reluctantly accepted this approach.  

75. Council will therefore retain geotechnical risk, unless the piling contractor is willing to fix 
prices at the completion of further screw pile testing. The project geotechnical 
engineers will continue to monitor, review and advise on the ground conditions and 
tenderers performance. 

74. The existing building condition will remain a Council risk throughout the project. The 
design risk will reduce as further tag and provisional sum reviews are completed, and 
construction methodology and temporary works are progressed 

75. The complex nature of the project, its long duration and the prevailing market 
conditions all contribute to variability in prudent levels of contingency to apply to 
various components of the project. Accordingly it is recommended that the proposed 
contingency provisions for the Town Hall project are not publicly released. Keeping 
these confidential will assist in ensuring that the Council can work with its contractors 
and provide the appropriate incentives to deliver the project in a cost effective manner.  

76. Contingency assumptions are covered in a separate public excluded report entitled 
Town Hall Strengthening Project Risk and Contingency Management, which will be 
considered in the public excluded agenda of the 27 February 2019 Council meeting. 
Ongoing risk and contingency management will be reported through to the Finance and 
Audit Risk Management subcommittee as part of our regular reporting on significant 
projects. 
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Escalation 

77. The original budget estimate assumed that the contractor would have provided a fixed 
price, including escalation. However, with the extended duration of the construction and 
the pressure on costs from the market, the tenderer is not prepared to fix prices.  

78. The project can be broken into three distinct phases: 

i. Demolition In-ground Works (30% by value) – not impacted by escalation 

ii. Structural Strengthening (30% by value) – escalation on steel, concrete, 

labour 

iii. Make Good/Refurbishment (40% by value) - majority of escalation 

79. Phase [iii] will be intensive given the wide variety of trades and various materials, 
subcontractors and suppliers. The final two years of the contract will require 
considerable resource, both contractors and consultants, to manage cost escalation.  

80. This scenario is not a typical aspect of a construction contract and there are no 
precedents to follow or applicable construction cost indices to rely upon. The contractor 
is not willing to take this risk on providing a fixed price, and if they did, Council may not 
wish to accept the price. Given the above, this risk will need to be managed by Council 
in conjunction with its contingency provisions and may potentially be fixed later in the 
contract. 

Value Engineering 

81. Value Engineering (VE) has been carried out and will continue to be throughout the 
project. The process commenced with the development of a list of technical options 
which are currently being assessed. Many of these items will require further design and 
work with the contractor, design consultants and Council to determine if they are viable. 
To date the potential saving options are limited and cannot be relied on to provide 
meaningful savings beyond $1m to $2m. Any savings through VE will be reported at 
appropriate times. 

82. One of the main VE items is the removal of the toilets and recording studio from the 
basement to allow reduction in the basement size. This is currently being assessed and 
will include a cost/benefit of this option.  

External review and assurance 

83. Given the scale and complexity of the project, Council commissioned an external 
review, which was carried out by PWC. The purpose of this review was to:  

a) Assess and provide assurance in relation to the procurement process Council 
followed 

b) Provide advice on the options and best approach to progress the project 

c) Provide general comments and recommendations on how Council can improve 
future procurement processes. 

84. PWC briefed Council on its findings, and a final report is included as Attachment 1.  

Music Hub 

85. The Civic Music Hub proposal is designed to revitalise the Town Hall as a civic asset 
and a world-class acoustic space. The Town Hall will remain accessible to elected 
members, arts organisations, venue hirers, and the public as part of the fabric of the 
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city. But it will have greater utilisation and ‘vibrancy’ from the NZSO calling it ‘home’ 
and rehearsing there, and from the ‘buzz’, activity, rehearsals and performances of 
NZSM music students and faculty. 

86. The physical co-location of these partners will enhance Wellington’s claim to a strong 
and vibrant arts and educational precinct in the heart of the city. It is also anticipated to 
lead to broader and deeper collaboration between the partners directly, and to 
significantly increase collaborative opportunities with other arts and educational groups 
in the city such as New Zealand Festival, Jazz Festival, Chamber Music New Zealand, 
Royal New Zealand Ballet, Massey University, and Te Auaha. 

87. Wellington City Council will become a shared tenant in the Town Hall, with 
approximately 40% of the total occupancy of the building. NZSO and NZSM will share 
access to the remaining 60% of the Town Hall in return for a rental stream at market-
derived rental levels. Three shared performance spaces will open in the strengthened 
Town Hall.  

88. The Civic Music Hub will accommodate the specialised spaces required by each 
partner, as well as spaces common to the shared purposes of studying, creating, 
sharing and performing music. A recording space is proposed to be built in the 
basement of the Town Hall and classrooms and break-out spaces will be created. 
Council and VUW are negotiating the inclusion of the Municipal Office Building to 
house administrative functions for the resident partners, as well as teaching, practice, 
performance, research and storage spaces for the NZSM. 

89. The Civic Music Hub proposal adds to the stand-alone earthquake strengthening 
scenario for the Town Hall through the following: 

 The building of a recording space designed to meet the needs of the NZSO to allow 

for film scoring and other recording work; 

 A small box office space in the Town Hall circulation area, available as required; 

 Level two will incorporate a new practice and performance space in the north-west 

corner above the Mayor’s office; 

 Extensive fit-out throughout the Town Hall with tenant spaces paid for by the NZSM 

and the NZSO, including improved floor loadings for a performance space, 

improved acoustic quality, and internal spaces to meet the needs of the NZSM and 

NZSO as tenants; and  

 The debating chamber space will be extended to provide extra seating for NZSM 

performances and practice sessions and the gallery will be refurbished, in order to 

allow for larger audiences, better viewing angles, and improved acoustics. 
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Key spaces and sharing arrangements 

Table 2 

Shared 
Performance 

Space 

Usage Specifications Proposed 
Partner 

Allocation 

Notes 

Town Hall 
Auditorium 

One of the city’s 
primary venues for 
concerts and musical 
performances 

1,025sqm 
12m room height 
Occupancy of up to 
1,400 seated; 1,900 
with general 
admission 

WCC 67%  
(245 days) 
 
NZSO 
(120 days) 

NZSO current 
usage is around 30 
performance days 
and 90 non-
performance days 

Ilott Room The primary 
performance space for 
NZSM – used for 
teaching and public 
performances by 
students and faculty 
members 

223sqm 
4m room height 
Flat floor (previously 
raked) 
Occupancy of up to 
250 -best for 150-
200 

WCC 20% 
VUW 80% 

During term time, 
WCC allocation is 
likely to be one 
weekend day and 
one evening per 
week 

Debating 
Chamber 

 150sqm 
8m room height 
Occupancy of up to 
220 (including the 
expanded gallery) 

WCC 20% 
VUW 20% 

Available for the 
monthly Council 
meetings and 
citizenship 
ceremonies 

90. An element of the Music Hub proposal worth particular mention is the scoring stage / 
recording suite. As NZSO noted in its Long Term Plan submission, “A key capability of 
the enhanced Wellington Town Hall would be the installation of a permanent and fully 
equipped control room for film scoring”. This will be a dedicated recording space, which 
requires high-quality sound isolation and a good connection to a performing stage (or 
scoring stage).  

91. The facility will allow the NZSO to build on recent success in this area, including its 
Grammy nomination for Best Orchestral Performance for Symphony ‘Humen 1839’ and 
the recording of the soundtracks for The Hobbit: The Desolation of Smaug and The 
Hobbit: The Battle of the Five Armies. It will also further consolidate the existing 
partnerships that both NZSO and NZSM have with Park Road Post Production. 

92. Currently New Zealand does not have a professional recording venue of this size and 
set-up and prior work on this topic has indicated that the lack of a scoring stage 
prevents New Zealand successfully packaging ‘one-stop’ post-production packages. 
Anecdotally, there are already scoring inquiries that cannot currently be delivered in the 
city. This facility will also offer opportunity in the area of soundtracks for the online 
gaming industry and is likely to become a hireable space within Wellington. 

93. The agreement between the three parties has been enshrined in an overarching 
Collaboration and Redevelopment Agreement (CRA). The CRA sets out how the 
sharing allocations will work and how the organisations will work together to create a 
curated programme of Music and other performances within the Town Hall. The CRA 
sets out the relation principles upon which the legal obligations of the three parties are 
based upon. 
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94. The CRA creates hard obligations for each party in terms of development, leasing and 
management responsibilities for the 25 years of the agreement. Key commercial terms 
encapsulated by the agreement for the Town Hall are summarised below and are 
entirely consistent with the commercial parameters outlined in the Civic Music Hub 
Business Case 2017. 

Table 3 

TERM NZSO VUW 

Rental $473,787 p.a $512,000 p.a 

Spaces Auditorium and Basement Illott, Debating and Classroom 

Term 25 years 25 years 

Reviews 2% p.a. increases Pre-set increases 

Renewals 1 of 10 years 1 of 10 years 

95. The long term commitment from the tenants is shown in the table below: 

Table 4 

Tenant 25 year Cashflow 25 year NPV 

NZSO $15.2m $7.3m 

VUW $16.4m $7.9m 

TOTAL $31.6m $15.2m 

WCC funding and the LTP 

96. There are rates impacts and funding implications stemming from this project. The 
graph below shows the impact on rates funding as a result of the additional capex as 
per this proposal. 
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Figure 10: Summary of Rates Funding Impact 

97. On the basis that the Councils average cost of debt is applied to the Town Hall Project, 
rates funding would peak at $11.9m in 2023/24 an increase of $3.4m compared with 
that forecast in the 2018-2028 Long Term Plan. The main driver for the increase in 
rates is the additional debt required and the associated interest costs. 

Table 5 

Rates Requirement 2018/19 
$M 

2019/20 
$M 

2020/21 
$M 

2021/22 
$M 

2022/23 
$M 

2023/24 
$M 

2024/25 
$M 

2025/26 
$M 

2026/27 
$M 

2027/28 
$M 

Total 
$M 

LTP 1.7 4.1 6.0 8.2 8.2 8.5 8.4 7.6 7.5 7.4 67.7 

Current (No 
Hedging) 

1.6 3.0 5.7 7.0 9.0 11.9 11.8 10.7 10.5 10.3 80.6 

Increase / 
(Decrease) 

(0.1) (1.2) (1.3) (1.2) 0.9 3.4 3.4 3.1 3.0 3.0 12.9  

98. To mitigate the impact of increased interest costs it is expected that a funding and 
interest rate hedging programme will be put in place similar to that proposed for the 
Council’s Convention Centre project. In simple terms this means applying a project 
specific interest rate hedging programme at lower rates than Council’s average 
weighted cost of funds. This will result in a significantly lower interest expense forecast 
for the project, with rates funding peaking at $8.3m in 2023/24, slightly lower than the 
LTP forecast, despite the higher borrowing requirement. 

Table 6 

Rates Requirement 2018/19 
$M 

2019/20 
$M 

2020/21 
$M 

2021/22 
$M 

2022/23 
$M 

2023/24 
$M 

2024/25 
$M 

2025/26 
$M 

2026/27 
$M 

2027/28 
$M 

Total 
$M 

LTP 1.7 4.1 6.0 8.2 8.2 8.5 8.4 7.6 7.5 7.4 67.7 

Current (Hedged) 1.2 2.3 3.2 4.7 6.2 8.3 8.2 8.1 8.0 7.8 57.9 

Increase / 
(Decrease) 

(0.5) (1.9) (2.8) (3.5) (2.0) (0.2) (0.2) 0.4 0.5 0.5  (9.8) 

West Hall and Municipal Office Building 

99. The use of MOB in conjunction with the Town Hall to create the Civic Music Hub was 
proposed in the June 2017 paper. VUW rejected its Right of First Refusal to purchase 
MOB in December 2017. This resulted from VUW receiving two private developer 
proposals to redevelop MOB on their behalf which required rental far in excess of their 
means. Discussions with VUW have since centred on the potential redevelopment of 
MOB by Council as developer. 

100. Irrespective of any agreement with VUW as tenant, the options available to Council for 
MOB are limited. Planning advice is that it is unlikely that resource consent to demolish 
will be obtained. This is an outcome of the current District Plan which lists MOB as a 
contributing building within the Civic Centre Heritage Area. Independent planning 
advice states: 

‘In summary, whichever process was used, to seek demolition 
of the MOB will be a ‘high risk’ action with associated 
significant costs, long timeframe and low chance of success’ 
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101. The redevelopment costs for MOB, strengthened to 90% of NBS (IL2) has been 
estimated. Given the very low likelihood of being able to demolish this building, due to 
heritage considerations, and the high rentals required to attract private developers, it is 
likely that Council will be required to act as the developer for this project. This will be on 
basis that the capital costs are largely funded by a commercial lease arrangement or 
that the Council would reoccupy the building. This will be the submitted as a separate 
report for Council approval at a later date. 

102. A key feature of the redeveloped Town Hall is the West Hall, which spans the space 
between the Town Hall and MOB and provides the important pedestrian link between 
Wakefield St and the Civic Square (refer images below). 

 

Figure 11: (L) West Hall as viewed from Wakefield Street; (R) Aerial cross section view of the West 
Hall 

 

103. Strengthening MOB requires constructing a shear wall over the MOB east wall. For 
programme and cost efficiencies, the shear wall and foundations need to be 
constructed within the West Hall, by the Town Hall contractor, early in the construction 
of the Town Hall. 

104. Not strengthening the east wall as part of the Town Hall works will result in a more 
expensive solution, including the removal of completed Town Hall works to achieve 
90% NBS - if it can even still be achieved. 

105. In order to design the MOB east wall strengthening solution, the whole of the MOB 
design needs to be taken to the Developed Design stage. The design programme for 
this work commenced in December 2018 and is expected to be completed by August 
2019. To date the design works have consisted of survey and preliminary investigation.  

106. The critical path for full development requires approval of funding for both the MOB 
strengthening design and the east wall strengthening works. The preliminary estimate 
for this work is $5m. $5.9m to be provisioned in the 2019/2020 Annual Plan in order to 
continue the design and to proceed with the east wall strengthening works.  
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Fund raising 

107. Victoria University of Wellington and the New Zealand Symphony Orchestra 
established a fund raising committee to raise $30 million for the creation of an 
innovative music and arts centre on Civic Square. 

108. In order to attract sizeable philanthropic gifts to enable the project to proceed, Council 
has identified physical spaces in the Town Hall that will be able to be used to honour 
donor contributions. We have been informed by Council’s draft Naming Policy and 
have also been guided by historical practice, for example, the naming of the Renouf 
Foyer within the Michael Fowler Centre. 

109. Naming rights for the Wellington Town Hall will not be granted, but the use of an 
Honours Board and the naming of significant spaces within the Town Hall have. For 
example the main auditorium will be named the Adam Auditorium in recognition of the 
significant donation made by the Adam family.  

110. We understand the target sum is close to being achieved. 

Options 

111. The Price Waterhouse Coopers (PWC) report (Attachment 1 refers), discusses the 
relative merits of the following options.  

 Stop or defer approval  

 Proceed with the project as is 

 Proceed with the project but reduce the scope to strengthening only 

 Proceed with project but modify the contract 

 Do not award the contract, consider other contracting approaches 

 Mothball, having undertaken the bare minimum of works 

112. Given the buildings classification as HNZ Category 1 listed building demolition is not 
considered a viable option. 

113. The PWC report notes that the project as explained in this report, meets the goals of 
the Council’s agreed business and broader objectives such as heritage, 
restrengthening buildings and the future of the Civic Precinct, albeit at a higher capital 
cost.  

114. Ceasing works or undertaking the bare minimum to strengthen the building, while 
technically feasible, are not considered reasonable or prudent for reasons of safety, 
earthquake prone statutory obligations, and ensuring utilisation of city assets. 

115. The Council also received strong public support for the Music Hub concept through 
earlier public consultation and is now at a point where it can elect to commence the 
construction phase of the project. 

116. Accordingly this report proposes that the Council proceed with the project, but consider 
how the contract can be managed and/or modified to incentivise contractor 
performance and manage ongoing risks.  

Next Actions 

117. Continue inground investigation for the construction methodology to firm price. 

118. Sign the construction contract with Naylor Love Wellington Ltd. 
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119. Start construction in March/April 2019. 

 
 

Attachments 
Attachment 1. PWC report: Wellington City Council Town Hall project 

procurement review ⇩   
Page 31 
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SUPPORTING INFORMATION 
Engagement and Consultation 

Extensive consultation on the Town Hall through previous LTP and Annual Plans. 

Treaty of Waitangi considerations 

Not applicable. 

Financial implications 

The financial implications are included in the body of the report. 

Policy and legislative implications 

Not applicable. 

Risks / legal  

This project will provide reports to the Finance, Audit and Risk Management Subcommittee 

regularly as part of the Significant Projects Report. 

The risks are setout in the body of the report and the external report from PWC, which is 

attached as appendix 1. The project team will work with our external and internal lawyers to 

manage any contractual and legal issues. 

Climate Change impact and considerations 

The proposed design takes into account forecast direct impacts of sea level rise. 

Communications Plan 

If Council approves the budget, an updated communications plan will be developed to 

support the project delivery. 

Health and Safety Impact considered 

Safety in Design considerations have been incorporated into the design and we will actively 

monitor health and safety issues throughout the project.  
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3. Committee Reports 
 

 

REPORT OF THE REGULATORY PROCESSES COMMITTEE 

MEETING OF 13 FEBRUARY 2019 
 
 

 

Members: Mayor Lester, Councillor Calvert, Councillor Calvi-Freeman, Councillor Lee, 

Councillor Sparrow (Chair).  

The Committee recommends: 
 
A. PROPOSED ROAD STOPPING - LAND ADJOINING 42 VIEW ROAD, HOUGHTON 

BAY 

Recommendation/s 

That the Council: 

1. Agrees that approximately 85m² (subject to survey) of unformed legal road land in View 
Road, Houghton Bay, shown outlined red on Attachment 2 (the Land), and adjoining 42 
View Road (being Lots 7 and 8 DP 4221 CFR WN425/24) is not required for a public 
work and is surplus to Council requirements. 

2. Agrees to dispose of the Land. 

3. Agrees that approximately 1m² (subject to survey) of unformed legal road land in View 
Road, Houghton Bay, highlighted blue on Attachment 2 and adjoining 42 View Road 
(being Lots 7 and 8 DP 4221 CFR WN425/24) is not required for road, and can be 
stopped for use as an isolation strip. 

4. Delegates to the Chief Executive Officer the power to conclude all matters in relation to 
the road stopping and disposal of the Land, including all legislative matters, issuing 
relevant public notices, declaring the road stopped, negotiating the terms of sale or 
exchange, impose any reasonable covenants, and anything else necessary. 

 
 
 
B. ROAD STOPPING AND LAND EXCHANGE - LEGAL ROAD IN MANSFIELD STREET 

ADJOINING 3 ROY STREET, NEWTOWN 

Recommendation/s 

That the Council: 

1. Agrees that approximately 29m² (subject to survey) of unformed road land in Mansfield 
Street, Newtown, shown outlined red on Attachment 1 (the Land), and adjoining 3 Roy 
Street, Newtown (Lot 1 DP 8332 ROT WN480/107) is not required for a public work 
and is surplus to Council requirements. 

2. Agrees to dispose of the Land by partial exchange and/or sale for approximately 6m² of 
the owners adjoining land currently part of 3 Roy Street, Newtown (Lot 1 DP 8332 ROT 
WN480/107) shown outlined blue in Attachment 1 (the Applicant’s Land). 

3. Agrees to acquire the Applicant’s Land.  
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4. Delegates to the Chief Executive Officer all powers necessary to conclude this 
transaction including all legislative matters, negotiating the terms of sale and exchange, 
imposing any reasonable covenants, and anything else deemed necessary.  

 
  
 
 

Attachments 
Nil 
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4. Public Excluded 

Recommendation 

That the Council: 

 

1. Pursuant to the provisions of the Local Government Official Information and 

Meetings Act 1987, exclude the public from the following part of the 

proceedings of this meeting namely: 

General subject of the matter to 

be considered 

Reasons for passing this 

resolution in relation to each 

matter 

Ground(s) under section 48(1) 

for the passing of this resolution 

4.1 Public Excluded Report of the 

Environment Committee 

Meeting of 11 February 2016 

7(2)(b)(ii) 

The withholding of the information 

is necessary to protect information 

where the making available of the 

information would be likely 

unreasonably to prejudice the 

commercial position of the person 

who supplied or who is the subject 

of the information. 

s48(1)(a) 

That the public conduct of this item 

would be likely to result in the 

disclosure of information for which 

good reason for withholding would 

exist under Section 7. 

4.2 Town Hall Strengthening 

Project Risk and Contingency 

Management 

7(2)(b)(ii) 

The withholding of the information 

is necessary to protect information 

where the making available of the 

information would be likely 

unreasonably to prejudice the 

commercial position of the person 

who supplied or who is the subject 

of the information. 

s48(1)(a) 

That the public conduct of this item 

would be likely to result in the 

disclosure of information for which 

good reason for withholding would 

exist under Section 7. 
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