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DUNEDIN CITY
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TO: The Council

FROM: Athol Stephens, General Manager Finance and Corporate Support
MEETING DATE: S February 2009

SUBJECT: PROPOSED STADIUM — MODELLED FINANCIAL

IMPLICATIONS FOR THE COUNCIL

SUMMARY

The financial forecasts relating to the proposed stadium have been updated based on a
number of factors including the timing and quantum of revenue and expenditure, interest
rates and the level of debt both during and after the stadium is constructed.

Should the Council decide to proceed with the proposed stadium, the updated financial
forecasts need to be incorporated into the draft 2009/10 Community Plan.

IMPLICATIONS FOR:

(i) Policy: No

(iiy Approved Annual Budget: Yes - revised financial forecasts
(iii) LTCCP/ Funding Policy: Yes - revised financial forecasts
(iv) Activity Management Plans: No

{(v) Community Boards: No

RECOMMENDATIONS

That the report from the Council's General Manager Finance and Corporate Support is
received.
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DISCUSSION

The financial modelling of the construction of the stadium, the operation of it and the
management of the debt follows a structure similar to that set out in both the 17 March 2008
and 26 May 2008 reports to the Council. Costs, debt, interest rates, revenue and expenses
have all changed to varying degrees but the broad financial structure has not.

Structure

To reiterate, the proposal remains that on completion the stadium wili be transferred into the
ownership of a 100% Council-owned company, provisionally known as Dunedin City Venues
Limited (DCVL). DCVL will assume full responsibility for marketing, promoting and staging
events and activities, of maintaining the stadium and operating the venue in a sound financial
manner. As a CCTO, DCVL will have the flexibility to pursue opportunities outside the
constraints, sometimes tight, imposed by strict annual planning disciplines. It will also co-
ordinate other Council-owned venues and optimise venue use.

DCVL will carry debt of $108.8 million after 1 July 2011, which will be serviced by the
combined cash flows of all the other Councii-owned trading organisations. (Debt servicing will
absorb around $10 million of the CCTO cash flows).

The effect on Dunedin City Holdings Limited's dividends to the Council remains the same, as
forecast in March 2008, that is, a reduction of $5 million. This is achieved because although
the amount of debt taken ¢n by the companies increases from $92.3 million to $108.8 million,
there has been a 2% reduction (from 9% to 7%) in interest rates, which makes a material
difference to the ability of the Council-cwned companies to service the debt when spread over
more than $100 million.

Impact on Rates

Mainly because of the reduction in interest rates, no increases in general rates are forecast in
order to make up the shortfall in dividends.

This means that the median value residential property will attract additional general rates of
$57 per annum and the average value residential property, $66 per annum. In short, there
have been no changes to rates.

Assumption on the Financial Model

There has been a mixture of changes in assumptions, some favourable, some not. The main
changes, in no particular order of importance, are:

1) One site at Awatea Street was about $3 million more expensive to secure than
expected.

2) The initial anticipation that $5 million would be availabie from the sale of Carisbrook
to offset land costs has not materialised.

3) The Otago Community Trust has reduced its contribution by $3 million.

4) The timing of private secter funding has, effectively, skipped by two years.
Contributions anticipated for 2009 and 2010 are not now required until 2011.

5) Interest rates on debt have reduced from 9% to 7%. The effect of this overall on
the debt associated with the stadium, especially in the first ten years, is material.

6) An underwrite of $15 million has been included in the model. Some funding trusts
have indicated they would be receptive to applications for modest levels of support
but until the project is further advanced we're In no position to make commitments.
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Private Sector Funding

An independent report of factual findings has been carried out by Deloitte on the private

sector funding contracts.

Approved by: A'{{bf Stephe

Date report prepared: 5 February 2009

Attachments

Attachment 1 - Cashflow for Stadium Deveiopment
Attachment 2 - Stadium Financial Transactions
Attachment 3 - Rating Impact of $5 million
Attachment 4 - Private Sector Funding
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Attachment 1 - Cashflow for Stadium Development
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Attachment 1 - Cashflow for Stadium Development
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Attachment 1 - Cashflow for Stadium Development
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201112 (141,837,561) (147,579.775) o | 0 a
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Attachment 3

Impact of $5m Dividend Shortfall on DCC Ratepayers

Capital Stadium

Value Cost
Residential
150,000 34
175,000 40
Lower Quartile 195.000 44
Mode 225,000 51
Median Value 250,000 57
Average 291,000 66
Upper Quartile 340,000 77
400,000 91
500,000 114
600.000 136
Non-residential
100,000 69
Lower Quartile 130,000 89
Median Value 325,000 223
Upper Quartile 745,000 511
Average 968,000 664
2.500,000 | 1,715
5,000,000 3.430
10,500,000 7,203
Farmland
Lower Quartile 121,000 25 |
Median Value 470,000 96
Average 710,000 145
Upper Quartile 861,000 176
1,000,000 204
2,000,000 408

Note - 20 Year term to repay loan
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