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Notice of Meeting:
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Purpose

The Council is responsible for:

1. Providing leadership to, and advocacy on behalf of, the people of Hamilton.

2. Ensuring that all functions and powers required of a local authority under legislation, and all decisions

required by legislation to be made by local authority resolution, are carried out effectively and

efficiently, either by the Council or through delegation.

Terms of Reference

1. To
a)
b)

c)

d)
e)

f)

exercise those powers and responsibilities which cannot legally be delegated by Council:
The power to make a rate.
The power to make a bylaw.

The power to borrow money, or purchase or dispose of assets, other than in accordance with the
Long Term Plan.

The power to adopt a Long Term Plan or Annual Plan, or Annual Report.
The power to appoint a Chief Executive.

The power to adopt policies required to be adopted and consulted on under the Local Government
Act 2002 in association with the Long Term Plan, or developed for the purpose of the Council’s
governance statement, including the 30-Year Infrastructure Strategy.

The power to adopt a remuneration and employment policy.

The power to approve or change the District Plan, or any part of that Plan, in accordance with the
Resource Management Act 1991.

The power to approve or amend the Council’s Standing Orders.

The power to approve or amend the Code of Conduct for Elected Members.

The power to appoint and discharge members of committees.

The power to establish a joint committee with another local authority or other public body.

The power to make the final decision on a recommendation from the Parliamentary Ombudsman,
where it is proposed that Council not accept the recommendation.

The power to amend or replace the delegations in Council’s Delegations to Positions Policy.

exercise the following powers and responsibilities of Council, which the Council chooses to retain:

Resolutions required to be made by a local authority under the Local Electoral Act 2001, including
the appointment of an electoral officer and reviewing representation arrangements.

Approval of any changes to Council’s vision, and oversight of that vision by providing direction on
strategic priorities and receiving regular reports on its overall achievement.

Approval of any changes to city boundaries under the Resource Management Act.

Adoption of governance level strategies, plans and policies which advance Council’s vision and
strategic goals.
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e) Approval of the Triennial Agreement.

f) Approval of the local governance statement required under the Local Government Act 2002.

g) Approval of a proposal to the Remuneration Authority for the remuneration of Elected Members.
h) Approval of any changes to the nature and delegations of the Committees.

i) Approval of all Council and Committee taskforces and their terms of reference.

Oversight of Policies:

e Corporate Hospitality and Entertainment Policy
e Delegations to Positions Policy

o Elected Members Support Policy

e Significance and Engagement Policy
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1 Apologies

2 Confirmation of Agenda
The Council to confirm the agenda.

3 Declaration of Interest
Members are reminded of the need to be vigilant to stand aside from decision making when a
conflict arises between their role as an elected representative and any private or other external
interest they might have.

4 Public Forum
As per Hamilton City Council’s Standing Orders, a period of up to 30 minutes has been set aside for
a public forum. Each speaker during the public forum section of this meeting may speak for three
minutes or longer at the discretion of the Mayor.

Please note that the public forum is to be confined to those items falling within the terms of the
reference of this meeting.

Speakers will be put on a Public Forum speaking list on a first come first served basis in the Council
Chamber prior to the start of the Meeting. A member of the Governance Team will be available to

co-ordinate this. As many speakers as possible will be heard within the allocated time.

If you have any questions regarding Public Forum please contact Governance by telephoning
07 838 6439.
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Council Report

Committee: Council Date: 04 April 2019
Author: Amy Viggers Authoriser: Becca Brooke
Position: Committee Advisor Position: Governance Team Leader

Report Name: Confirmation of the Council Annual Plan Minutes 26 February 2019

Report Status Open

Staff Recommendation
That the Council confirm the Open Minutes of the Council Annual Plan Meeting held on 26
February 2019 as a true and correct record.

Attachments

Attachment 1 - Council Annual Plan Open Unconfirmed Minutes - 26 February 2019
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b Hamilton

Te kaunihera o Kirikiriroa

Council

OPEN MINUTES

Minutes of a meeting of the Council held in Council Chamber, Municipal Building, Garden Place, Hamilton

on Tuesday 26 February 2019 at 9.30am.

PRESENT

Chairperson
Deputy Chairperson
Members

In Attendance:

Mayor A King
Deputy Mayor M Gallagher
Cr M Bunting
CrJ R Casson
Cr S Henry

Cr G Mallett
Cr A QO’Leary
Cr R Pascoe

Cr P Southgate
Cr LTooman
Cr R Hamilton

Richard Briggs - Chief Executive

Lance Vervoort — General Manager Community

David Bryant — General Manager Corporate

Eeva-Liisa Wright — General Manager Infrastructure Operations
Jen Baird — General Manager City Growth

Sean Murray - General Manager Venues, Tourism and Major Events

Sean Hickey — General Manager Strategy and Communication
Blair Bowcott — Executive Director Special Projects

Kelvin Powell — City Safe Unit Manager

Jason Harrison — Special Projects Manager

Natalie Palmer — Communications Unit Manager

Karen Saunders — Peacocke Programme Manager

Tracey Musty — Financial Controller

Natalie Young — PMO Manager

Julie Clausen — Programme Manager

Tracey Lowndes — Project Manager

Andrew Parsons — Strategic Development Manager

Nathan Dalgety — Team Leader Growth Funding and Analytics
Greg Carstens — Economic Growth and Analytics Unit manager
Stafford Hodges — Senior Strategic Policy Analyst

Andy Zhao — Senior Data Analyst

Bianca Henley — Policy Analyst

Nigel Ward - Communications Team Leader

Paul Gower — Programme Manager

Nicola Walsh — Communication Advisor
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Helen Paki — Business and Planning Manager
Natasha Ryan — Key Projects Programme Manager
Maire Porter — City Waters Manager

Lachlan Muldowney — Lawyer for Hamilton City Council
Governance Staff: Lee-Ann Jordan — Governance Manager

Becca Brooke — Governance Team Leader
Amy Viggers — Committee Advisor

Tame Pokaia opened the meeting with a Karakia. The Reverend Stephen Black then opened the meeting
with a reading.

The Council acknowledged of the passing of former Hamilton City Councillor, Joe Di Maio, with a moment’s
silence.

1. Apologies
Resolved: (Mayor King/Cr Bunting)
That the apologies for absence from Crs Macpherson and Taylor and for part attendance from Cr
Pascoe are accepted.

2. Confirmation of Agenda
Resolved: (Cr Mallett/Cr Bunting)
That the agenda is confirmed noting the following:

a) the debate will be 2 minutes with an extension of 1 minute if required, except for items 5
(Development Contributions Policy Update), 6 (Funding Growth Infrastructure Options
Report), 7(Annual Plan 2019/20 Proposed Budget Changes) and C1 (Appointment of Board
Chair — Waikato Regional Airport Limited) where debate will be 5 minutes; and

b) that the late Item 9 (Waikato Regional Airport Limited - Creation of Hotel Subsidiary
Company) be accepted as part of the agenda. This item was circulated late as the request
from the airport was received on 22 February 2019 and the decision is to be made prior to
13 March 2019.

Cr O’Leary Dissenting.

3. Declarations of Interest
No members of the Council declared a Conflict of Interest.

4, Public Forum
No members of the public wished to speak.

5. Development Contributions Policy Update

The Economic Growth and Analytics Unit Manager and the General Manager City Growth
introduced the staff report. They responded to questions from Elected Members concerning the
changes required to the schedule of assets, risk mitigation options and consultation requirements.
Elected Members expressed concerns around errors and omissions that had occurred in the
development of the policy, particularly around the schedule of assets.

Staff Action: Staff undertook to provide a report to the Audit and Risk Committee concerning the

quality assurance process that would be followed in the future to prevent assets from being left off
the schedule.
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Resolved: (Mayor King/Deputy Mayor Gallagher)

That the Council, for the purposes of preparing a proposed Development Contributions Policy
2019/20 for public consultation in April 2019:

a) approves the Council’s integrated growth funding modelling environment being updated
to reflect relevant changes to the Council’s 10-Year-Plan growth and capital programme;

b) approves identified capital projects that contain a component of growth but are not
included within the 2018/19 Schedule of Assets, to be reviewed for inclusion in the
2019/20 Schedule of Assets;

c) approves amending the definition of ‘gross floor area’ as set out in attachment 1 of this
report;

d) approves amending the ‘wet industries’ clause as set out in paragraph 35 of this report;
and

e) notes that the draft consultation document will be brought to the 4 April 2019 Council
Meeting for approval.

Crs O’Leary and Henry Dissenting.

6. Funding Growth Infrastructure Options Report

The Economic Growth and Analytics Unit Manager introduced the staff report. Staff and the
Lawyer for Hamilton City Council responded to questions from Elected Members concerning the
financial strategy, the options to fund growth infrastructure and the potential risks.

Resolved: (Mayor King/Deputy Mayor Gallagher)
That the Council approves:

a) subject to the criteria set out in b) below, to adopt Option 1 in this report as the
preferred option for ensuring there is no future funding shortfall by electing to assess
development contributions at lodgement of building consent or application for service
connection, not on lodgement of subdivision consent;

b) staff will have regard to the following non- exhaustive criteria consistent with Option 1
in this report and clause 10.4 of the 2018/19 Development Contributions Policy, in
determining whether “good reason” exists to require development contributions on the
granting of a building consent or a service connection, and without limiting the
Council’s overall discretion:

whether a growth cell or project becomes funded in a 10-Year Plan and is not
reflected in a previous DC policy’s Schedule of Assets;

ii. whether the benefits arising from Council-funded projects and accruing to the
development are not adequately reflected in the assessed DC charge;

iii. the nature and scale of the development;

iv. the timing, staging and duration of the development project, including in relation
to the timing of a policy change;

v. whether a potential funding shortfall can be avoided by way of a preferred
alternative funding mechanism;

vi. where the Council has made no direct and legally binding commitment with a
developer to a particular milestone;
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vii. where there is uncertainty as to the timing or funding source for growth
infrastructure; and

viii. fairness and equity as between developers, and as between developers and
ratepayers.

Crs Mallett, O’Leary and Henry Dissenting.

Cr Pascoe left the meeting (11.07am) during the discussion of the above item. He was not present when the
matter was voted on.

The meeting adjourned 11.45am to 12.00pm.

Annual Plan 2019/20 - Proposed Budget Changes

The General Manager Strategy and Communications introduced the report, outlining the Annual
Plan process. He noted a correction on page 27 of the agenda point 28 (d) final bullet point should
read: “Due to the scale of the work proposed, the fact it needs to align to an overall
redevelopment of the area and the fact that a central government financial contribution has yet to
be determined, staff are recommending the proposal be reconsidered during the 20/21 Annual
Plan.”

Staff responded to questions from Elected Members concerning the increase in the operating
surplus, the impact of previous Council decisions, the Mayor’s proposals and the annual plan
process.

For further information concerning content and discussion of the below matters, please refer to
the following recording of the meeting:
https://www.youtube.com/user/HamiltonCityCouncil/videos?view=0

Resolved: (Mayor King/Deputy Mayor Gallagher)

That the Council approves, for the purpose of preparing the draft 2019/20 Annual Plan budget, an
increase in the budget operating surplus of $4,779,000 in 2019/20 consisting of:

$S000 $000 $000
Revenue - Expenditure Impact on
(Increase)/ - Increase/ operating
Decrease (Decrease) surplus
(Increase)/

Decrease

Impact of Council Decisions

Reduction in libraries revenue due to 300 300
cessation of Waikato District Council

contract (Council 11 October 2019)

Reduced Waikato Regional Council revenue 55 55
at Transport Centre (G&I Committee 6 Dec

2018)

Increased Corporate personnel budget 70 70

(Maangai Maaori;

Council 9 October 2018)

Revenue from NZTA capital subsidies due to (7,447) (7,447)
capital expenditure deferrals (TBC at Finance

Committee 21 Feb 2019)

Indicative Contract Costs

Increase in cost of cleaning contract (TBC in 539 539
March 2019)
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Increase in insurance premiums (Advised to 850 850
Audit & Risk Committee 27 Nov 2018)
10-Year Plan Timing Correction

Demolition of Founders Theatre deferred 809 809

from 2018/19 to 2019/20

Operating costs to maintain Founders 45 45

Theatre until demolition

Total operating adjustments (4,779)
Resolved: (Mayor King/Deputy Mayor Gallagher)

That the Council approves, for the purpose of preparing the draft 2019/20 Annual Plan budget, an
increase in the capital budget of $36,900,000 in 2019/20 consisting of:

$000
Expenditure -
Increase/
(Decrease)
Capital expenditure deferred from 2018/19 to 2019/20 (TBC
on 21 Feb 2019)
Projects on track for completion in accordance with 10YP 21,900
timeframes
Projects dependent on the timing of third party actions 8,200
outside Council's control
Projects deferred for other reasons 7,000
Bring forward decisions (200)
Total capital adjustments 36,900
Proposals

Seismic Strengthening Proposal

Motion: (Mayor King/Deputy Mayor Gallagher)

That the Council approves, for the purpose of preparing the draft 2019/20 Annual Plan budget, the
inclusion of the Seismic strengthening proposal consisting of an increase of $1M of capital funding
in 2019/20 to enable a response to findings from the seismic assessment of Council buildings in
2019/20 as set out in attachment 1 of this report;

Amendment: (Cr O’Leary/Cr Pascoe)

That the Council request that staff report to the Annual Plan Elected Member Briefing on 21 March
2019 on indicative costs associated with seismic assessments of Council buildings for consideration
for inclusion in the Draft 2019/2020 Annual Plan.

The Amendment was put and declared carried.
Mayor King, Deputy Mayor Gallagher, and Cr Mallett Dissenting.

The Amendment as the Substantive Motion was then put and declared CARRIED.
Resolved: (Cr O’Leary/Cr Pascoe)
That the Council request that staff report to the Annual Plan Elected Member Briefing on 21 March
2019 on indicative costs associated with seismic assessments of Council buildings for consideration

for inclusion in the Draft 2019/2020 Annual Plan.

Cr Tooman Dissenting.
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Traffic study in Greenwood St/Kahikatea Dr area proposal

Motion: (Mayor King/Deputy Mayor Gallagher)

That the Council approves, for the purpose of preparing the draft 2019/20 Annual Plan budget, the
inclusion of the traffic study in Greenwood St/Kahikatea Dr area proposal consisting of an
increase of $150,000 of operating funding in 2019/20 for a study to be undertaken jointly with NZ
Transport Agency to consider the impacts of growth on the Greenwood St/Kahikatea Dr area
bounded by Kahikatea Dr rail crossing to Killarney Rd and Tuhikaramea Rd as set out in attachment
1 of this report;

Amendment: (Cr O’Leary/Cr Henry)

That the Council approve for the purposes of preparing the draft 2019/20 Annual Plan budget, the
inclusion of the traffic study in Greenwood St/Kahikatea Dr area proposal consisting of an
increase of $150,000 of operating funding in 2019/20 for a study to be jointly undertaken jointly
with NZ Transport Agency to consider the impacts of growth on the Greenwood St/Kahikatea Dr
area bounded by Kahikatea Dr rail crossing to Killarney Red and Tuhikaramea Rd as set out in
Attachment 1 of this report, and that the Access Hamilton Taskforce reports back to the Growth
and Infrastructure Committee on 26 March 2019 with options.

The Amendment was put.
Those for the Amendment: Crs O'Leary, Casson and Henry.
Those against the Amendment: Mayor King, Deputy Mayor Gallagher, Crs

Pascoe, Mallett, Tooman, Bunting,
Southgate and Hamilton.

The Amendment was declared LOST.
The Motion was then put.

Those for the Motion: Mayor King, Deputy Mayor Gallagher, Crs
Pascoe, Mallett, Bunting, Casson and
Hamilton.

Those against the Motion: Crs Tooman, O'Leary, Henry and
Southgate.

The Motion was declared CARRIED.

Resolved: (Mayor King/Deputy Mayor Gallagher)

That the Council approves, for the purpose of preparing the draft 2019/20 Annual Plan budget, the
inclusion of the Traffic study in Greenwood St/Kahikatea Dr area proposal consisting of an
increase of $150,000 of operating funding in 2019/20 for a study to be undertaken jointly with NZ
Transport Agency to consider the impacts of growth on the Greenwood St/Kahikatea Dr area
bounded by Kahikatea Dr rail crossing to Killarney Rd and Tuhikaramea Rd as set out in attachment
1 of this report.

Cr Pascoe re-joined the meeting (12.51pm) during the discussion of the above item. He was present
when the matter was voted on.
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Victoria on the River/River Park master plan proposal

Motion: (Mayor King/Deputy Mayor Gallagher)

That the Council approves, for the purpose of preparing the draft 2019/20 Annual Plan budget, the
inclusion of the Victoria on the River/River Park master plan proposal consisting of an increase of
$200,000 of operating funding in 2019/20 to enable development of a master plan to inform
future development of the Victoria on the River precinct and the proposed river park between
Victoria on the River and the new regional theatre as set out in attachment 1 of this report;

Amendment: (Cr Mallett/Cr Tooman)
That the Council approves, for the purpose of preparing the draft 2019/20 Annual Plan budget, the
increase of $200,000 of operating funding in 2019/20 to enable development of a Master Plan for
the proposed river park between Victoria on the River and the new regional theatre as set out in
Attachment 1, subject to:
a) the increase in funding of $200,000 coming from expected annual savings of $500,000 -
$600,000 resulting from the closure of the i-site;
b) closure of the i-site occurring by the end of the current fiscal year (30 June 2019);
c) the remainder of savings of approximately $500,000 -S600,000 per annum being
allocated:
e Inyear ending 30 June 2020, after closing costs, to reducing the budgeted 3.8%
rates increase;
e In year ending 30 June 2021 & all subsequent years in the 2018-28 Ten Year
Plan to reducing the budgeted 3.8% rates increase; and
d) the outcome of the Council’s pending decision in relation to i-Site in response to the
existing resolution from the 13 December 2017 meeting.

The Amendment was then put.
Those for the Amendment: Mayor King, Crs Mallett and Tooman.
Those against the Amendment: Deputy Mayor Gallagher, Crs Pascoe,

O'Leary, Bunting, Casson, Henry,
Southgate and Hamilton.

The Amendment was declared LOST.

The Motion was then put.

Those for the Motion: Mayor King, Deputy Mayor Gallagher, Crs
Pascoe, Tooman and Hamilton.

Those against the Motion: Crs Mallett, O'Leary, Bunting, Casson,
Henry and Southgate.

The Motion was declared LOST.

The meeting adjourned 1.40pm to 2.30pm.
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Provision for separation between swimmers/divers and vessels at Hamilton Gardens proposal

Resolved: (Mayor King/Deputy Mayor Gallagher)

That the Council approves, for the purpose of preparing the draft 2019/20 Annual Plan budget, the
inclusion of the provision for separation between swimmers/divers and vessels at Hamilton
Gardens proposal consisting of an increase of $150,000 of capital funding in 2019/20 to contribute
to development of an alternative structure for swimmers/divers or vessels at Hamilton Gardens as
set out in Attachm ent 1 of this report.

Crs Casson, Mallett, and Tooman Dissenting.

The meeting adjourned 4.35pm to 5.03pm.

An extension of time was moved at 5.03pm.
Resolved: (Mayor King/Deputy Mayor Gallagher)
That the meeting be extended beyond 6 hours as per standing order 3.2.7.

Parking Trial

Motion: (Cr Mallett/Cr Tooman)

That the Council approves, for the purpose of preparing the draft 2019/20 Annual Plan budget, the
2 hours free parking trial be abandoned, and the resulting annual additional revenues applied to
reducing the 3.8% annual rate increases currently budgeted into the 2018-28 10-Year plan.

The Motion was put.

Those for the Motion: Crs Mallett, Tooman, O'Leary, Casson and
Henry.

Those against the Motion: Mayor King, Deputy Mayor Gallagher, Crs
Pascoe, Bunting, Southgate and
Hamilton.

The Motion was declared LOST.

Re-introduction of the CBD Remission

Resolved: (Cr O’Leary/Cr Bunting)
That the Council:

a) approve for the purpose of preparing the draft 2019/20 Annual Plan budget, the CBD full
remission be reintroduced until 2021 and;

b) request staff report back on the financial impact, and savings options to cover the costs to
the 4 April 2019 Council meeting for consideration for inclusion in the Draft 2019/2020

Annual Plan.
The Motion was put.
Those for the Motion: Councillors Pascoe, O'Leary, Bunting,
Henry, Southgate and Hamilton.
Those against the Motion: Mayor King, Councillors Gallagher,

Mallett, Tooman and Casson

The Motion was declared CARRIED.
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City Safe programme extension to suburban areas

Motion: (Cr O’Leary/Cr Casson)
That the Council:

a) approve for the purpose of preparing the draft 2019/20 Annual Plan budget, a change to
provide a trial seven day a week response vehicle (5 additional FTE staff, $230k) to patrol
and respond to complaints of begging and anti-social behaviour in the Hamilton suburban
areas; and

b) request staff to monitor complaints and callouts and report back to Council after 6 months
being February 2020.

Amendment: (Mayor King/Deputy Mayor Gallagher)
That the Council:

a) approve for the purpose of preparing the draft 2019/20 Annual Plan budget, a change to
provide seven day a week response vehicle (5 additional FTE staff, $230k per annum) to
patrol and respond to complaints of begging and anti-social behaviour in the Hamilton
suburban areas; and

b) request staff to monitor complaints and callouts and report back to Council after 6 months
being February 2020.

The Amendment was put.
Those for the Amendment: Mayor King and Deputy Mayor Gallagher.

Those against the Amendment: Councillors Pascoe, Mallett, Tooman,
O'Leary, Bunting, Casson, Henry,
Southgate and Hamilton.

The Amendment was declared LOST.
The Motion was then put and declared CARRIED.

Resolved: (Cr O’Leary/Cr Casson)
That the Council:

a) approve for the purpose of preparing the draft 2019/20 Annual Plan budget, a change to
provide a trial seven day a week response vehicle (5 additional FTE staff, $230k) to patrol
and respond to complaints of begging and anti-social behaviour in the Hamilton suburban
areas; and

b) request staff to monitor complaints and callouts and report back to Council after 6
months, being February 2020.

Cr Hamilton Dissenting.

Annual Plan 2019/20 - Proposed Budget Changes Continued
Resolved: (Mayor King/Deputy Mayor Gallagher)
That the Council:

a) receives the report;

b) notes formal community consultation is not required as adjustments to the proposed draft
2019/20 Annual Plan budget are not significantly or materially different from the proposed
year 2 budget in the 2018-28 10-Year Plan;

Council Agenda 4 April 2019- OPEN Page 15 of 260

ltem 5

Attachment 1



T JUawWyoeny

G waj

c) notes any subsequent significant budget change proposals will be reported to the Council
at its meeting on 4 April 2019; and

d) requests the Chief Executive prepare the draft 2019/20 Annual Plan based on Year 2 of the
2018-28 10-Year Plan and the changes approved above, for consideration at the meeting
of the Council on 21 May 2019.

Cr Pascoe left the meeting (6.10pm) during the discussion of the above matter ( Annual Plan
2019/20 - Proposed Budget Changes Continued). He was not present when the matter was voted
on.

9. Waikato Regional Airport Limited - Creation of Hotel Subsidiary Company

The report was taken as read.

Resolved: (Cr Southgate/Mayor King)
That the Council:
a) receives the report; and

b) approves the Mayor/Chief Executive to vote on behalf of Council for WRAL to create a
new subsidiary entity, Waikato Regional Airport Hotel Limited.

Cr Pascoe re-joined the meeting (6.11pm) during the discussion of the above item. He was present when the
matter was voted on.

Cr O’Leary left the meeting (6.11pm) during the discussion of the above item. She was not present when the
matter was voted on.

8. Resolution to Exclude the Public

Resolved: (Mayor King/Deputy Mayor Gallagher)

Section 48, Local Government Official Information and Meetings Act 1987

The following motion is submitted for consideration:

That the public be excluded from the following parts of the proceedings of this meeting, namely
consideration of the public excluded agenda.

The general subject of each matter to be considered while the public is excluded, the reason for
passing this resolution in relation to each matter, and the specific grounds under section 48(1) of
the Local Government Official Information and Meetings Act 1987 for the passing of this
resolution follows.

General subject of each Reasons for passing this Ground(s) under section
matter to be considered resolution in relation to each ~ 48(1) for the passing of this
matter resolution
C1. Appointment of Board ) Good reason to withhold Section 48(1)(a)
Chair - Waikato Regional ) information exists under
Airport Limited ) Section 7 Local Government

) Official Information and
) Meetings Act 1987
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This resolution is made in reliance on section 48(1)(a) of the Local Government Official
Information and Meetings Act 1987 and the particular interest or interests protected by Section 6
or Section 7 of that Act which would be prejudiced by the holding of the whole or relevant part of
the proceedings of the meeting in public, as follows:

Item C1. to protect the privacy of natural persons Section 7 (2) (a)
to enable Council to carry out commercial Section 7 (2) (h)
activities without disadvantage Section 7 (2) (i)

to enable Council to carry out negotiations

The meeting went into a public excluded session at 6.14pm.

The meeting was declared closed at 6.32pm.
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Council Report

Committee: Council Date: 04 April 2019
Author: Sean Murray Authoriser: Richard Briggs
Position: General Manager Venues, Position: Chief Executive

Tourism and Major Events

Report Name: Supplementary Report - Hamilton i-SITE Review Update

Report Status Open
Purpose
1. To inform the Council on matters pertinent to the 14 March 2019 report to Council on the

Hamilton i-SITE Review.

2. To seek a decision from the Council on the future of the Hamilton i-SITE.

Staff Recommendation
3. That the Council:
a) receives the report and the original report of 14 March 2019 noting that a breakeven
result of the Hamilton i-SITE is unachievable;
b) instructs the General Manager Corporate to secure a 100% savings in the corporate
overhead costs ($294,172 in the 2019/20 financial year) relating to Hamilton i-SITE no
later than the 2022/23 financial year;

and approves ONE of the following options:

A) approves the retention of the Hamilton i-SITE on a status quo basis. (Option A in 14
March 2019 report)
OR

B) approves the retention of the Hamilton i-SITE under a changed operating model within
the Visitor Destinations Unit, located at Waikato Museum (Artspost) due to potential
savings and activity synergies (Option B in 14 March 2019 report), noting that this option

will;
i. Lead to an operating cost saving of $283,943 in the 2019/20 financial year and
$340,000 in the years beyond.
ii. Add significant value to the visitor experience at the Waikato Museum (Artspost)
OR

C) approves the full closure of the Hamilton i-SITE in the 2018/19 financial year and
recommends Council’s Customer Services team provide basic traveller advice and an
information brochure rack in the reception area of the municipal building with no
additional staff resource required. (Option C in 14 March 2019 report)
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Background

4, On 14 March 2019, Council received a report on the i-SITE review. However, it was
decided that consideration of this report would be deferred until this meeting.
Management has also since determined that some adjustments and clarity are
required as result of initial discussion on this matter at the Council meeting.

5.  The 14 March 2019 report follows this supplementary report in the agenda.

6.  The supplementary report should be read in conjunction with the 14 March 2019
“Update on the Hamilton i-SITE Review” report, noting the supplementary information
that follows below in paragraphs 7-13.

Supplementary Information
Council’s Corporate Overhead Cost - Hamilton i-SITE

7. The 14 March 2019 report did not go into detail on the corporate overhead cost as it is
a below the line cost for i-SITE. The focus of the report was on direct operating costs
and savings at that level.

8. It is now proposed by management that this recharge will be removed under any
possible future of the operation and the General Manager Corporate will secure a
100% savings in i-SITE’s corporate overhead cost (5294,172 in the 2019/20 financial
year) no later than the 2022/23 financial year and report back to Council on this action
in due course.

Management’s Preferred Option

9. The 14 March 2019 report indicated management’s preferred option was a changed
operating model within the Visitor Destinations Unit (based at the Artspost), and that
management also felt a status quo option was not considered a viable option to be
considered.

10. These preference statements are withdrawn and as such the wording around
recommended options have been altered accordingly including the addition of a status
qguo option for consideration by Council.

Full Closure

11. The 14 March 2019 report did not fully state intentions under this option. This option is
now updated to enable the Customer Services team to respond to simple visitor
guestions and provide an informational brochure stand area in the Municipal building’s
reception area during opening hours.

12. This would not require any additional resource or new costs to existing budgets as it
would not be a standard i-SITE service.

Staff Impact

13. For clarity, any affected permanent staff will be actively supported and encouraged to
take on alternative roles within Council however, if alternative roles are not suitable,
staff will have a choice to take any redundancy provision that is available to them.

Attachments
Attachment 1 - Council Report 14 March 2019 - i-SITE Review Update
Attachment 2 - Council Report 14 March Attachment - Review of Hamilton i-SITE (DPL Limited)
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Committee: Council Date: 14 March 2019

Author: Sean Murray Authoriser: Sean Murray

Position: General Manager Venues, Position: General Manager Venues,
Tourism and Major Events Tourism and Major Events

Report Name: Update on Hamilton i-SITE Review

9 waj

Report Status Open
Purpose
1. To inform the Council on opportunities to restructure the Hamilton i-SITE operation to return it

to a breakeven position, as requested by Council at its meeting on 12 December 2017.

2. To inform the council on the completion of an assessment of the i-SITE operation under the
terms of a Section 17a Service Delivery Review under the Local Government Act.

3. To seek the Council’s approval of Option B — to retain the Hamilton i-SITE operation under a
changed operating model which includes closing the Garden Place office and opening a new i-
SITE office at Waikato Museum, in the Artspost Building.

Staff Recommendation
4, That the Council:
a) receives the report; and
EITHER
b) notes that a breakeven result of the Hamilton i-SITE is unachievable;

c) approves the retention of the Hamilton i-SITE operation under a changed operating
model (detailed in this report as Option B) within the Visitor Destinations Unit, physically
located at Waikato Museum (Artspost) due to potential savings and activity synergies;

d) notes that Option B will:

i. lead to an operating cost saving of $283,943 in the 2019/20 financial year and
$340,000 in the years beyond.

ii.add significant value to the visitor experience at the Waikato Museum (Artpost);

iii. lead to the retention of three permanent i-SITE staff (3.00 FTE), the
disestablishment of one permanent position (0.19 FTE) and the non-renewal of
contracts for six staff currently employed in a fixed term or on a casual basis.

OR

e) approves the full closure of the Hamilton i-SITE (detailed in this report as Option C) within
the 2018-19 financial year.
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Background

5.

10.

The Hamilton i-SITE is one of over 80 visitor information centres networked throughout New
Zealand. The network was established by central government and is co-ordinated by Tourism
New Zealand (a crown-owned agency).

Most i-SITEs are owned and funded by Local Government either directly or indirectly through
Incorporated Societies, Trusts, or through Regional Tourism Organisations. The Waikato region
has a total of 17 i-SITEs although this number is expected to reduce.

The i-SITE network is the official information network responsible for providing international
visitors, domestic travellers and locals with comprehensive and up-to-date information and
advice on travelling routes, activities and attractions, accommodation and transportation
services. As a part of the service i-SITEs also provide a New Zealand-wide booking service from
which income is derived that off-sets the costs of the core service.

The financial performance of individual i-SITEs across the network vary greatly depending on
the operating model and commercial factors unique to a location. For example, an i-SITE that is
the sole or primary retailer of major visitor attractions or located within a premium visitor
destination operates at a much lower cost than an i-SITE suited to the primary purpose of an i-
SITE (traveller advice and support) which has less opportunity to sell additional product or
services.

The Hamilton i-SITE is primarily promoted through Tourism New Zealand and the broader i-
SITE network itself. It also offers new resident advice and information, major event support
services, event ticketing and sells merchandise (visitor orientated) to help defray its costs.

Other than visitors attracted through various staged events (sporting and business) Hamilton is
not a major visitor destination centre in New Zealand. It does however benefit from through
traffic within a touring circuit. Therefore, for a city of its size the proportion of customer
enquiry and selling opportunity is somewhat limited. While Council’s visitor destinations
portfolio (Hamilton Gardens, Waikato Museum and the Hamilton Zoo) attracts visitors from
out of town and out of the region, they are not yet major visitor destinations of scale or that
well known on the tourism circuit.

Response to Council Resolution

11.

12.

13.

14.

At its 12 December 2017 meeting the Council resolved:

That the Council:
a) continues the Hamilton i-SITE service; and

b) requests that staff report back in 6 months on opportunities to restructure the service
and return it to a break-even result.

Management’s comment at the time of the resolution was in considering either closure or an
alternative operating model for the Hamilton i-SITE, Council must consider the need (or
otherwise) to offer this service as a part of its core function and the value of this activity as it
relates to the liveability of the city.

Management commissioned external tourism consultants Destination Planning Limited (DPL)
to review the i-SITE business and prepare a report.

It is important to note that personnel costs (for a seven-day operation) are 64% of the total
expenditure budget and greater than the net revenue generated. It is unrealistic to produce a
break event result. Staff suggest the focus should be on the most effective delivery mode and
therefore, the report from DPL moves beyond just a consideration for or against a break-even
result.
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15.

For the 2017/18 financial year the i-SITE reported an operating deficit of $445,635. Gross
revenue was $110,004 and net revenue (after cost of sales $42,616) was $67,388.

Consultants Review — Destination Planning Limited (DPL)

16.

17.
18.

During the first half of 2018, DPL reviewed research on visitor information developments in
New Zealand, analysed the Hamilton i-SITE financial and operating data, carried out a
benchmarking review of other i-SITEs, interviewed national and local stakeholder within and
outside of Council and ran an online survey of tourism operators.

The executive summary of this report is attached as Attachment One.
In summary, DPL determined the following:

The Hamilton i-SITE is an expensive operation by most New Zealand i-SITE standards. Status
quo is not an option;

It is severely challenged in its ability to lift sales revenue in order off-set its costs;

The people to people contact delivered under the i-SITE model with visitors and residents
alike still has a valuable role to play; and

Without Council funding it is very difficult to find an alternative funding model with
significant revenue generating opportunity.

Options

19. The recommendation in this report assumes status quo is not an option.

20. DPL provided several alternate operation model options in their report, with two options seen
as potential. The option to close the Hamilton i-SITE has also been included for the purposes of
this report although this was not a recommendation proposed by DPL.

21.  Several options were considered but not pursued and these are covered off under paragraph
38 of this report. The executive summary (attachment one) from page 23-25 contains further
information on alternate options.

22. Option A: Status Quo with savings

23.  This would primarily require reduced operating hours thereby saving staff costs however
revenue would be equally compromised under this option which would limit true operating
savings.

24. The reduction in operating hours at the current site would target a 15% ($41,740) savings in
personnel costs. The budget impact is primarily in staff costs. The ability to grow revenue is
assumed to be limited.

25. Level of Service Impact

26. There would be a minor impact on the level of service with some minor changes to opening
hours and the need to service those hours with casual staff. The current location would be
reviewed at the end of its lease, (31 July 2019).

27. Option B: Retain under a changed operating model within the Visitor Destinations Unit
within Council, located at Waikato Museum (Artpost).

28. This option generates some significant synergies - adding value to a key visitor destination and
over $340,000 in savings from 2020/21 and beyond.

29. This option is explained in more detail in paragraph 41-50 as it is the preferred option.
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30.
31.

32.

33.
34.

35.

36.

37.
38.

Level of Service Impact

There would be a sustained level of service with an i-SITE available to service visitor
information needs in the city. There is potential for the Museum site too support CBD vibrancy.
There is good parking (car and coach) and public transport options but lower foot traffic
opportunities when compared to option A. This option also assumes a 7 day a week operation.

The original DPL report proposed the i-SITE was located at both the Waikato Museum and
Hamilton Gardens. However, management have since removed the Hamilton Gardens site as
further work is required on that option.

Option C: Close the Hamilton i-SITE

If the Council’s position is that visitor information services will not receive any Council funding,
then the i-SITE must be closed. The benefit in closing the i-ISTE is the cost saving of $512,452 in
operating costs per annum commencing in the 2019/20 financial year, and $601,304 in the
2020/21 financial year, based on 2018-2028 10-Year Plan budgets.

There is a one-time cost for subsequent staff redundancy estimated at $120,000 (if required) in
2019/20.

However, this excludes the Council overheads (2019/20 $294,172 and 20/21 $304,010) which
would remain as a stranded cost to the Council.

Level of Service Impact

If the i-SITE is closed there would be no dedicated visitor information service for locals,
residents or visitors. It could signal a lack of confidence in Hamilton as a destination of choice,
and mean the city no longer benefits from exposure in key tourism channels.

Financial Consideration of Options

39.

40.

Council Agenda 4 April 2019- OPEN

The financial details of options A, B and C are below:

One off Costs to Savings ex-LTP
Options Baseline change (including
Budget one off costs)
Capex Opex FY19-20 FY20-21
Y2 Y3

Option A: Status Quo
with Savings $469,446 - - $114,496 | $144,075
Option B: Visitors
Destinations Unit $25,000 | $29,000 | $283,943 | S347,322
Option C:
Closure - - $147,333 | $512,452 | $601,304

*Excluding Council overheads as per paragraph 36
Some other options were considered but not pursued:

Transfer i-SITE responsibility to Hamilton & Waikato Tourism (HWT) - HWT do not see this
as a core function to their operation and as a conflict given the wider partnership model
across other neighbouring councils that fund HWT. HWT would also require full funding to
deliver the service as they hold no spare resource (in money or people) to fulfil the function.

Transfer i-SITE responsibility to HCBA — this option was not considered viable other than
perhaps under a shared office space rental option that would deliver minimal cost saving.
The i-SITE mandate falls well outside that of the HCBA focus on Hamilton’s central city
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precinct. Like HWT they also lack the resource required and would need Council funding to
support the i-Site operation as it does now in any case.

e Transfer i-SITE to the New Zealand School of Tourism — The initial proposal was to locate
within the Centre Place Mall (which is inappropriate) and deploy students under the school’s
supervision. Their commercial model would share net revenue with Council but require
Council to pay all other costs plus a management fee. This proposal was not pursued on the
basis that there was no probable financial advantage to the Council and the fact that the
Visitor Destinations Unit option under consideration was more attractive to them for
integration to the Schools training curriculum.

Preferred Option: Option B - i-SITE integration with the Visitor Destinations
Unit

41. Visitor Destinations is a is a unit of the Council’s Community Group established to align
Council’s existing key visitor destinations to better leverage off New Zealand’s primary
economy driver, Tourism. They manage key city destinations - Hamilton Gardens, Waikato
Museum and Hamilton Zoo. Each of the three destinations currently offer information advisory
services using a mix of paid and volunteer staff which could be extended as an i-SITE service.

42. Enhancing these existing services to meet minimum i-SITE criteria will retain visitor information
services within Council but move the responsibility from Venues, Tourism and Major Events
Group, to under the Community Group.

43. Under this preferred option, the current i-SITE office in Garden Place would close, and a new i-
SITE would be opened in the Artspost Building at Waikato Museum.

44. i-SITE staffing is proposed to consist of three full-time FTEs. It is envisaged that staff from the
Waikato Museum will be utilised to reduce staff costs. Staff and volunteers would undergo
minimum training requirements as set by i-SITE:

e i-SITE New Zealand 100% Pure Welcome Workshop;
o Tourism NZ 100% Pure New Zealand Specialist Programme.

45.  This option has the added benefit of ensuring a key visitor destination customer interface is
consistent with international tourism standards while delivering significant savings to Council.

46. There are some costs associated with locating the i-SITE at the Artspost site and these have
been factored into the proposed revised budget for 2019/20. This includes $20,000 for make
good costs at the Garden Place office to return it to the original condition and remove all
fixtures and fittings so council can exit the lease 31 July 2019 in line with an extended lease
agreement, plus $25,000 for a contribution towards the fit out of the area at Artspost.

47. This strategy aligns with Council’s current investment in its key inbound visitor assets.

48. Itis proposed that the move to the new operating structure takes place during the 2019-20
financial year, with an opening of the new site and staff transitioned by 31 July 2019.
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49. The financial model under this option:
Option B: Visitors Destination Unit Current model
FY2018-19 FY2019-20 FY2020-21 FY2017-18
Y1 (Forecast) Y2 Y3 Actuals
Income
Activity Income $58,000 $8,000 $8,000 $84,796
Other Income $30,000 $25,000 $25,000 $25,208
TOTAL INCOME $88,000 $33,000 $33,000 $110,004
Direct Expenditure
Cost of sales $88,000 0 0 $42,616
Personnel $394,773 $225,182 $209,182 $356,692
Activity $6,350 $21,000 $1,000 $4,074
Utility $98,555 $8,213 0 $100,025
Professional & Admin $36,460 $18,800 $18,800 $38,867
Other $61,000 $53,000 $53,000 $13,366
TOTAL DIRECT EXP $685,138 $326,195 $281,982 $555,640
NET SURPLUS/DEFICIT -$597,138 -$293,195 -$248,982 -$445,636
Staff Feedback
50. Currenti-SITE permanent, fixed term and casual staff were invited to give feedback on the
options. Waikato Museum Visitor Services Staff were also asked to give feedback. —i
51. Feedback from the i-SITE staff has been positive with a collective view that the i-SITE function E
sits much better within the Visitor Destinations area of Council. g
52. The only areas of concern noted (apart from fixed term and casual staff not being required to <
work at the new site) was the staffing provision under the new plan might be light for the %
volume of visitor servicing required. =
53. Feedback from Visitor Destinations staff has been mostly positive with concerns being mainly <

around reporting lines and how the i-SITE staff will be integrated into daily operations. The
feedback agrees on full integration with a view that in the medium to long term, all front of
house visitor engagement personnel will be fully i-SITE trained.

Significance and Engagement

54.

Having considered the Significance and Engagement Policy, staff have assessed that the
matters in this report have low significance.

Financial Considerations

55.

Paragraph 39 contains a summary of cost options (A, B, C), with Option B’s financial model in
paragraph 50. Page 26 of attachment one also contains a detail profit and loss statement
across all options.

Legal and Policy Considerations

56.

57.

Council Agenda 4 April 2019- OPEN

There are no legal or policy considerations required to enact a decision on the future of
Hamilton i-SITE.

Changes proposed in this report do not require approval of i-SITE NZ, but Management has

made contact with the CEO to discuss the options and will update them following the outcome

of the meeting.
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Cultural Consideration

58. No cultural considerations have been identified relevant to the matters in this report.

Risks

59. Option A: Existing budgets and service delivery prevail.

60. Option B: No material risk identified.

61. Option C: Loss of visibility and service to users of Hamilton i-SITE and perception of Hamilton
not valuing its place as a visitor destination.

Attachments

Attachment 1 - Review of Hamilton i-SITE - DPL Limited
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Prepared by:
DESTINATION PLANNING LTD &
KIRI GOULTER CONSULTING LTD

on behalf of:
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Prepared by:

DESTINATION PLANNING LTD
Rob Maclntyre

P: 027 2277 445

E: rob@dpl.co.nz
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EXECUTIVE SUMMARY
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Hamilton City Council commissioned Destination Planning Ltd (DPL) to undertake a review of its Hamilton i-SITE
Visitor Centre, to consider its efficiency and effectiveness, benchmark against other i-SITEs, explore alternative
service levels and delivery models and to explore the feasibility of a breakeven operation. This meets the
requirements of Section 17a review under the Local Government Act. The i-SITE service currently runs at an
operating deficit of $445,366. Council then attributes a further $367k of internal overhead charges (indirects) to
the i-SITE operation.

In undertaking the project, DPL reviewed research on visitor information developments in New Zealand and
overseas, analysed the i-SITE's financials and other operating data, carried out a benchmarking review of other
i-SITEs, interviewed national and local stakeholders within and outside council and ran an online survey of
tourism operators.

New Zealand and Waikato Region Tourism Growth Context

New Zealand’s inbound tourism sector has experienced steady growth over the last five years to become our
number one foreign exchange earner. The official government forecast is for continued growth at 4.6% per
annum reaching 5.1M visitors by 2024. Some commentators believe there could be more of a flattening off in
that timeframe with tourism following cyclical patterns.

The following MBIE graph shows international visitor arrivals to New Zealand by geographic market and the
forecasts to 2024. It highlights Australia as the biggest market and China’s rise to overtake the traditional
western markets. While Chinese visitors are not yet a key market for Hamilton they are visiting Waitomo and
Hobbiton, and they will increasingly explore Hamilton and the rest of the region.
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Domestic tourism across New Zealand has been growing at 4% per annum and is forecast to continue at a similar
rate.

Tourism is a key sector for Waikato region also, with international and domestic visitor expenditure totaling $1.5
billion (YE March 2018). Waikato’s regional visitor spend is the fifth highest in New Zealand behind Auckland,
Christchurch, Wellington and Queenstown. Surprisingly, Waikato’s visitor spend is higher than Rotorua with
Waikato receiving a much higher percentage of its spend from domestic visitors. The following graph focuses in

Page 30 of 260



Council Agenda 4 April 2019- OPEN

on the Hamilton City Council area which also shows strong growth in both domestic and international visitor
expenditure.

Hamilton City
International / Domestic Expenditure ($Sm)
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Hamilton & Waikato Tourism (HWT) is the Regional Tourism Organisation {RTO) for the Waikato region. Its role
is to promote the region to attract international, domestic and business event visitors. It also has a role to
champion and facilitate the region’s destination management and product development opportunities.

The Hamilton Waikato Tourism RTOregion has 13i-SITEs, the largest number for any RTO region in New Zealand.
They are operating under a range of ownership and delivery structures with three run directly by councils, eight
by Trusts or Incorporated Societies and two by independent contractors. All 13 i-SITEs receive some form of
funding from local government to supplement their income in order to maintain their operations. Matamata is
the most commercially successful i-SITE in the region, driven by its theming and role as a ticketing gateway to
Hobbiton. It still requires council funding to operate. Due to the number of i-5ITEs and their funding issues, HWT
does not have aspirations to take on operation of Hamilton or any other Waikato region i-SITEs.

Section 17A Local Government Act reviews have been undertaken for Waipa District Council’s Cambridge and Te
Awamutu i-SITEs, and Waikato District Council’s Raglan and Huntly i-SITEs. All four are run independently of
council by Incorporated Societies. Each of these centres is funded by their council between $75,000 and
$116,350 per annum. The national benchmark average for this rural small-town category of i-SITEs is $148,000.
Hamilton’s i-SITE has quite different characteristics to the other i-SITEs in the region and is the only one
categorized as “Provincial City".

Hampton Downs Motor Sport Park in the north of the Waikato District plans to open an information centre in

2018 which will be co-located with a café, car simulator and exhibition experience. This is proposed to become
an i-SITE in the next two to three years.

Hamilton City Destination Development Context for the i-SITE

Total visitor expenditure in Hamilton city is $872m for YE Feb 2018, up 5.8% on the previous year. Domestic
visitor expenditure is $680m (+2%) and international visitor expenditure $187m (+19.4%).
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Hamilton city has benefited from proximity to New Zealand’s main international gateway and the large Auckland
market, along with ease of access into the region and central north island. This will continue to improve with the
completion of the Waikato Expressway in 2020. The region’s major attractions, Hobbiton Movie Set and
Waitomo Caves continue to drive international visitation. Hamilton Gardens, major events and conferences
along with planned developments such as activation of the river front, position the city to evolve from a
commercial hub into a destination in its own right. General awareness and appeal within domestic markets has
also improved particularly for conferencing and major events, plus walking and cycling.

HCC's Central City Transformation Plan talks about attracting more people to live and work in the city, having an
economically prosperous core, and being an attractive destination for everyone. It also recognises the
importance of activating the river front. HCC also has aspirations to greatly lift visitation levels at Hamilton
Gardens, Hamilton Zoo, Waikato Museum and Claudelands Events and Entertainment Centre.

HCC’s Economic Development Agenda identifies developing a strategic investment plan for city assets including
visitor assets; Hamilton Airport and event venues. Reports have been commissioned and investigations ongoing
regarding new hotel development to optimize the performance of the city’s signature venues. The Regional
Theatre project is underway with private sector partners who are seeking to attract increased visitation. A new
hotel is planned for the previous Les Mills site and Sky City plans to develop an adjacent hotel. Further hotel
developments include the Novotel adding 40 rooms and Sudima Hotel’s recent upgrade and street front retail
space.

There are also a number of other commercial developments that will bring more people and visitors into the city
center, including the DHB’s 800 staff moving into Hamilton’s old Farmers Building, the new ASB Regional Centre
and Genesis Energy offices. The Waikato Regional Council is also relocating in to the CBD adding another 400
people.

Visitors are often indistinguishable from residents and increasingly purchase from the same stores and share the
same spaces as locals. There is a growing demand for visitors to understand and interact with local communities,
cultures and environments and an enriching community experience is an important success factor for
destinations.

Hamilton City i-SITE's role in achieving the community outcomes of HCC’s Long-Term Plan is to support the
improving sense of city vibrancy, by providing a smartly presented welcome facility and professional, passionate
local expert staff who can share the city’s stories and hidden gems. Ultimately the aim is to encourage visitors
to stay longer and spend more. They are often involved in developing partner programmes for conferences and
can be an important contact and source of information for new residents and students, as well as those
considering relocating, investing or studying in the city.

Hamilton city’s leisure tourism destination status and offering of saleable visitor experiences is currently much
weaker than most of its NZ counterparts. However, in five years’ time as the developments outlined above roll
out, the visitor proposition will be stronger. This may result in more demand and revenue opportunity for a CBD
i-SITE.

i-SITE NZ Overview

i-SITE New Zealand is the official visitor information network responsible for providing international visitors,
domestic travellers and locals with comprehensive, up-to-date information and a New Zealand-wide travel
booking service. i-SITEs are an important part of the distribution channel for many tourism businesses, especially
start-ups. The Vision in the i-SITE NZ strategic plan is:

Customers rate us as the best official visitor information and booking network in the world.
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The i-SITE NZ Mission is:

=  Matching visitors with quality experiences, helping them to safely see and do more, creating net
promoters.

= Driving community and business growth through delivery of trusted information and a competitive sales
channel.

= Providing Manaakitanga that our host communities take pride in.

The Network has over 500 i-SITE staff in over 80 Visitor Centres around New Zealand. Each year, these centres
welcome 860,000 international visitors and collectively assist with 7.3 million visitor enquiries.

As tourism continues to grow and pressure comes on places and communities, the tourism industry is shifting its
emphasis from marketing to managing a quality visitor experience and encouraging regional dispersal of visitors.
In this context the i-SITE network is being recognised as a key enabler in supporting the management of visitors
within communities.

Costs and Benefits of i-SITE Accreditation

The cost of to be an i-SITE and part of the network is relatively minimal at approximately $3,500-$6,500 per
annum depending on the qualifications of staff and their need for additional training. The management,
administration and marketing of i-SITE New Zealand is largely funded through an annual grant from Tourism New
Zealand (TNZ) and membership fees. The i-SITE brand is managed by TNZ and accredited members must meet
standards in staff training, professionalism and information technology. There are several local visitor
information centres throughout New Zealand which are not i-SITE NZ branded.

The main costs of i-SITE NZ accreditation include the membership fee, ensuring that staff meet all training and
qualification standards, participation in the annual i-SITE NZ Conference and providing a computer booking
system. Meeting relatively strict opening hours used to be a significant cost driver for i-SITE members, however
there is now more flexibility to close during genuine low demand periods to save operating costs. Reducing the
open hours and/or open days is one of the main cost efficiency opportunities for Hamilton i-SITE.

There are significant benefits of membership:

= Use of the i-SITE brand, signifying official government endorsement.

= Actively promoted by TNZ on their web site newzealand.com, inclusion in marketing materials and at
offshore trade and consumer events.

= Inclusion in the official i-SITE map brochure which is duplicated in Mandarin.

= Centrally coordinated Google business listings which feed to prominent mapping applications including
GoogleMaps, TNZ’s visitor app and CamperMate. This literally places the i-SITE’s town on many tourism
maps which would otherwise exclude it.

= Access to the IBIS point of sale booking system with nationwide booking and retail capability, seamless
back-end billing administration and Bookit live inventory at 12.5% commission as opposed to the industry
standard 10%.

=  Access to a structured and subsidised staff training programme and knowledge management resource.
Much of the induction training cost is covered by i-SITE NZ.

=  Access to preferential supplier arrangements coordinated through the network ranging from supplier
management systems to tourism operator booking contracts with favourable commission rates.
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i-SITE Research

Of all international holiday visitors to New Zealand, 45% use an i-SITE". Despite the percentage share decreasing
slightly as more visitors use digital and other channels, the numerical numbers have trended upwards because
the total holiday arrivals have grown so strongly.

Around two thirds of these international holiday i-SITE users say that i-SITEs influenced their decision on what
activity, transport or accommodation provider they used.

Number of international holiday visitors using i-SITEs
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=== Total NZ holiday arrivals — esss=i-S|TE users a

Recent research by Angus & Associates found that i-SITE users appear to favour talking to real people and
discussing options in-person, over booking travel online. International visitors in particular, are more likely to
get overwhelmed and confused by the amount of information online, compared with domestic visitors.

Economic impact research conducted for ATEED by M.E Spatial in 2015, highlighted the key role i-SITE visitor
centres play nationwide in unlocking visitor spending in the tourism sector. The report showed that:

= For every $1 provided in funding, the network returns on average $8.70 in GDP.
= For every 51 of direct sales made by the i-SITE network, there is $1.48 total additional spending in the
wider economy.

i-SITEs’ key revenue streams have been challenged over the last 5-10 years as more visitors use other channels,
particularly online, to access information and book their accommodation, activity and transport requirements.
The i-SITE network fell behind in its booking technology and became perceived as an expensive channel. The
network is now implementing improved booking systems which will enable it to provide more efficient
information and earn more booking commission revenue.

T International Visitor Survey 2017, MBIE {& TNZ)
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Overseas Visitor Centre Developments and Digital Information Provision

Various overseas reviews of visitor centres and visitor information provision have concluded that there are trends
which will both negatively and positively affect the relevance and demand for i-SITE information centres. More
visitor information centres that are in non-strategic locations will close over time, but other existing and new
visitor centres will proactively harness new technology for new customer attraction, engagement, booking and
information provision.

An increasing proportion of total tourists will use mobile digital technology for both information and bookings.
However, there will continue to be strong demand for face to face information and booking services from local
experts. The breadth of on-line information is overwhelming for many visitors and most websites and online
travel agents fail to deliver personalised travel arrangements with up to the minute local secret visitor offerings.
Expedia, one of the two biggest Online Travel Agencies (OTAs) has extended into bricks and mortar “Local Expert”
concierge services to offer personalised advice and bookings. TripAdvisor’'s CEO recently acknowledged the
biggest barrier to growth in their online activities booking is consumer preference to wait until they are in
destination and to book off-line.

Some organisations such as Visit Scotland are closing several visitor centres in favour of investment in digital
channels. Meanwhile, the Western Australian state government and Los Angeles Tourism Authority are stepping
up investment in existing and new visitor centres. Research by Los Angeles Tourism and Visit Wales has pointed
to the continued importance of printed brochures and maps once people are in a destination.

Lead practice destination managementrequires an integrated visitor information and visitor servicing plan. This
delivers information through multiple channels and “touch-points” at the right time and place for the visitor as
they research, plan, book, travel to and through a destination, and return home and share their experiences. i-
SITEs are one of many information channels available which may also include:

= Unmanned information displays at key visitor nodes.

= Manned pop-up visitor information and booking services at events.
= Local tourism operators, especially accommodation providers.

=  Qutdoor including billboards and signage.

= Digital channels including owned and third party.

= Other mainstream media (print, radio, tv).

= Official publications and brochures.

Hamilton i-SITE Background and Operating Characteristics

Since the 1990s the Hamilton information centre has moved from the Council building to the Transport Centre,
then half way down Garden Place and finally to its current location on the edge of Garden Place on Alexander
Street. The i-SITE operation moved from Tourism Waikato back into council operations when Tourism Waikato
was disbanded in 2006.

Key motives to move from the Transport Centre included the antisocial behaviour and environment, a drive to
expand Council’s information and tourism services and to support the CityHeart revitalisation plan. The decision
to move to the current location was due to insufficient working space for retail and event ticketing, an absentee
landlord who didn’t maintain the property, poor visibility and a lack of car and bus parking.

During the period in the Transport Centre, Intercity and other bus companies relied heavily on i-SITEs for ticketing

services and the i-SITE made an operating surplus for its owner, Tourism Waikato. Rent was also much lower but
this would not be the case today.
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During 2013/14, 557,000 was spent on new fit-out of the current i-SITE including large images of Hamilton
attractions and the HamiltON branding. Hamilton currently provides a full-service operation which meets i-SITE
criteria and enables the use of the i-SITE brand.

Core services include:

= Free local tourism information pertaining to events, activities, attractions, accommodation, dining and
trails.

= Distribution of free maps and visitor guides.

*  Free nationwide touring information.

= Booking and Payment services.

= Travel Itinerary Planning.

=  Accommodation Availability Management.

= Basic Community Information.

=  Weather and outdoors safety info.

Non-core services include:

= Event ticketing across several agencies (e.g. Ticketek, DashTickets). When Founders Theatre was closed
the i-SITE became the city’s main event ticketing office.

= Retailing Souvenirs, Gifts and Publications.

=  (Operating the Visit Hamilton Destination and What’sOn events website on behalf of HCC.

= Providing information to new and potential new settlers (15-20 per week).

= Pop-up i-SITE services for major events including Rugby Sevens and National Field Days.

= Sole manager of bookings and meet & greet for Balloons over Waikato.

= Ticketing hub and events information coordinator for Hamilton Gardens Arts Festival.

= Parcel Connect Agency.

= Free WiFi.

= Bike Hire.

=  Providing paid for display options for tourism operators within the i-SITE.

Some of these responsibilities, particularly around website upkeep and events have been shifted from elsewhere
within Council to the i-SITE in recent years to better utilise the staff capacity. Cutting these services or closing

the i-SITE completely, will mean either a loss of service for the city or an extra cost transferring elsewhere within
Council.
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Number of Customer Contacts

The following graph shows the total number of customer contacts which grew to YE June 2017 but have declined
by 17% in the last year to 38,604.

Hamilton i-SITE Total Customer Contacts
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As a local comparison, Matamata i-SITE reports over 300,000 customer contacts while Te Awamutu, Cambridge
and Raglan i-SITEs have 25,000-30,000 each.

Customer Origin

The following pie chart uses sample data collected manually by the i-SITE staff over two full years July 2016-June
2018. Around 44% of logged enquiries are from overseas visitors with the largest share from Europe. Itis notable
that Asian customers are nearly double Australians. The largest single group are Waikato {and Hamilton)
residents at 46%, with 10% from the rest of NZ.

Hamilton i-SITE Customer Origin

Other
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The largest share of customers are locals (47%) most of which are doing event ticketing. Following this, it is
overseas visitors getting tourism information and booking activities and tours, especially to Waitomo and
Hobbiton.
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Customer Feedback

The i-SITE has relied mainly on external feedback and review channels although it is included in the council’s
Compliments and Complaints register and has had an i-PAD customer feedback survey along with other council
destinations. Nearly all of the comments related specifically to the i-SITE were positive.

On TripAdvisor, based on the small sample rate, Hamilton i-SITE has 4.5 stars and is ranked #12 of 71 things to
do in Hamilton. The Net Promoter Score works out to 92% compared to the i-SITE network average of 85.3%.
On Google Reviews Hamilton i-SITE has an overall 4.4 star rating.

Local Stakeholder Feedback

Over the period of this review formal i-SITE stakeholder input has been obtained through face to face and phone
interviews of major local operators, council representatives and group managers, the i-SITE team, i-SITE NZ, local
businesses and some national stakeholders. An online survey was also conducted of local operators to cover a
wider group, and Hamilton Central Business Association had independently included a question on whether the
i-SITE should close, in its member survey regarding its LTP submission.

Larger tourism operators such as Novotel and Sky City do not see the i-SITEs as important for direct sales for their
businesses. This is because they have large marketing budgets and well established alternative sales channels
and many of them receive advanced bookings. Most stakeholders we talked to and those surveyed, feltit was
important to maintain an i-SITE service to help visitors. However, there was concern about the current cost and
location.

Income Streams

The following chart shows trend from YE June 2015 to YE June 2018.

Hamilton i-SITE Gross Revenue Streams
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Total gross revenue turnover grew to $870,000 in YE June 2017 but then declined by -12% to $762,000 over YE
June 2018. Travel bookings for accommadation, activities and tours increased to YE June 2016 but have since
declined over the last two years. Event Ticketing and to a lesser degree Merchandise, has offset the decline in
travel bookings but even events have declined over the last year.

The next graph presents the same data but makes it easier to see the relative composition of the income.
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Hamilton i-SITE Gross Revenue Streams
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Events $269,024.56 $225,115.91 $413,846.74 $387,453.53
m Merchandise $37,080.66 $28,559.27 $63,502.26 $82,308.04
mTravel $421,431.95 $447,769.85 $392,881.42 $292,145.74

Net return from Sales Turnover

The growth in overall sales in YE June 2017 was encouraging but it was mainly driven by event ticketing which
provided little net return of 58,167 to the i-SITE operation. Voucher (travel) sales provides better commission
but the volume has eroded. Merchandise sales is the only category to have continued improving during YE June
2018 but this is not core to the business and is unlikely to contribute significantly to covering the costs of the
business. Overall the netreturn or gross profit before operating expenditure is only around $90,000 per annum.

Hamilton i-SITE Travel Booking Make-up, YE June 2018

Transport, $99,339,
33%

Activities, $122,400,
41%

Accommodation,
$75,817,26%

Hobbiton and Waitomo trips represent the main share of activities and tours booked by Hamilton i-SITE. Next
would be Rotorua activities followed by central North Island experiences. Hamilton currently has limited
commercial activity/attraction operators which the i-SITE is able to book for visitors. A large portion of
Hamilton’s product is accommodation and like most i-SITEs, accommodation booking commission has continued
to decline as other digital channels have offered a better selection of live inventory than i-SITEs, and as more
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people pre-book. Hamilton’s accommodation sales dropped by a massive 46% over the June 2018 year. Nearly
all i-SITEs including Hamilton have seen a decline in Intercity bus bookings as online channels have become easier
to access. Train ticket sales declined for Hamilton i-SITE following the re-organisation of the Northern Explorer
service and timetable.

Hamilton i-SITE has a range of advertising display options which, apart from booking commission paid by
operators, is the main source of private operator funding for the i-SITE. In total this raised approximately
$15,600.

i-SITE Operating Costs and Internal Council Charging

With total direct expenses at $556,000 (including merchandise cost of sales) the Net Operating Deficit was
$445,635 for YE June 2018. Most of the typical operating expenses of Hamilton i-SITE are reasonable and in
line with other i-SITEs. Following are the largest items and some smaller expenses which could be reduced or
on-charged.

Commercial Rental - The current Caro/Alexander St premises is rented on commercial terms from a private
landlord with a rental expense of 580,000 per annum for the coming 2018-19 year. This represents 13% of total
operating costs. The next rent review is due 1 May 2019. Notice of intention to either renew or not is required
by January 2019. Council cannot terminate the lease early and is therefore committed to paying out rent to May,
even if the i-SITE closed immediately. Closing or relocating the current i-SITE would also result in an additional
cost to “make-good” the premises and remove all fixtures and fittings as per the lease conditions.

The $55,000 capital expenditure from the 2012/13 fit out is still being depreciated at $530 per month in the i-
SITE financials with a Current Net Book Value of $27,044 that would need to be written off if the i-SITE closed.
Even if the complete property bill could be cut, this would only marginally move the business towards breakeven.

Employment Costs and staffing levels - Employment costs are by far the single highest operating expense for i-
SITEs. Hamilton’s staff remuneration is $347,000 plus other employment costs giving a total of $357,000 in the
forecasted YE June 2018. This represents 64% of total operating expenditure.

An i-SITE NZ remuneration survey shows that Hamilton i-SITE more senior and permanent full-time salaries are
slightly higher than the average across all i-SITEs and the Provincial City peer group. The salary levels have some
impact, but the main driver of the high employment costs is the number of staff FTEs at over 6. This is the key
area where costs could be cut whilst still maintaining an accredited i-SITE service.

In response to this review being undertaken, (at the time of writing this report) the New Zealand School of
Tourism has a concern over the possible closure of the i-SITE and expressed interest in supporting the i-SITE by
providing pre-trained students to deliver full i-SITE information and booking services at zero or minimal cost.
This is still being explored but if successful, this could significantly reduce operating costs.

Marketing is budgeted at $30,000 per annum but actual spend has been minimised to range between $300 and
$18,000 over the last three years. Hamilton’s peer i-SITEs and indeed most i-SITEs have lower marketing budgets
and tend to rely on marketing by i-SITE NZ and profiling in digital channels and official brochures by RTOs and
TNZ. Hamilton’s budget also covers Hamilton maps and visitor guides which would usually sit under a separate
council or RTO marketing budget rather than the i-SITE. HWT includes a Hamilton section in the regional visitor
guide which is well supported by operators and has extensive editorial coverage of the city.

Phones (landlines, calls and mobiles) costs are $13,000. By comparison, much busier i-SITEs have typical phone
costs of 55,000 - $7,000 per annum. Council is charging the i-SITE $60,000 per annum for “Information Services
User Charges”. An independently-run i-SITE, carefully procuring its own ICT services would never spend that
much.

Page 40 of 260



Council Agenda 4 April 2019- OPEN

Indirects / Council Overheads

The i-SITE is being charged very high internal charges (indirects) of $392,000 for YE June 2018. This would
typically cover a share of governance, policy, HR, and financial administration. The i-SITE is already being charged
separately for expenses such as security and insurance.

The Hamilton City Council is not alone amongst Council i-SITE owners in its practice of indirect charging, but this
level of charges is not an accurate reflection of the costs the i-SITE business actually generates. Closing the i-SITE
will leave these charges stranded within Council.

Benchmarking Other i-SITEs (Year ending June 2017 Data)

For the purposes of benchmarking Hamilton i-SITE, data has been drawn from the annual i-SITE NZ benchmarking
survey carried out by Deloitte, for YE June 2017. This survey produces average operating metrics across the
whole network of 81 i-SITEs, plus sub-category averages where i-SITE NZ groups its members in like categories
as follows:

= large Tourist {e.g. Auckland, Rotorua, Christchurch, Queenstown).

= Secondary Tourist (e.g. Taupo, Wellington, Nelson).

= Small Tourist (e.g. Whitianga, Waitomo, Turangi).

= City Satellite (e.g. Hutt City, Kaiapoi).

= Provincial City {(Hamilton, Whangarei, Palmerston North, Gisborne, Hastings & Havelock North, New
Plymouth, Whanganui, Oamaru, Invercargill and Ashburton (now closed)).

= Rural / Small Town (this covers most of the other Waikato i-SITEs).

In the 2017 Deloitte survey, only eight out of the 81 i-SITEs made an operating surplus before funding from a
parent RTO or council. These tend to be in primary tourism regions with a significant supply of high cost tourism
activity product in the destination or neighbouring regions e.g. Wanaka and Queenstown. Even Rotorua i-SITE,
which turns over in excess of $10m per annum, still draws on council funding to break even.

For the Hamilton review we have gone a step further than the main i-SITE NZ categories and selected a specific
group of i-SITEs which have more in common with Hamilton, although these i-SITEs still present a wide array of
operating contexts. These are:

= Hamilton, Palmerston North, New Plymouth, Hastings {from i-SITE NZ's “Provincial City” category)

=  Dunedin, Wellington, Napier (from the “Secondary Tourist” category).

= Tauranga (from the “Small Tourist” category. We see this as relevant because Tauranga is a significant
sized provincial city but it has limited hotels and icon attractions. However, it does have major cruise
business for part of the year).

Note that the Dunedin and Tauranga i-SITE metrics in this report include cruise customers at port-based sate<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>