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EXECUTIVE SUMMARY

Under the National Policy Statement on Urban Development, councils around required to undertake Housing
and Business Capacity Assessments (HBAs). HBAs are designed to assist Councils with effective urban planning
and investment decisions. The HBA-process analyses:

e the demand for housing and business land,
e the current situation in terms of supply of housing and business land, as well as
e the sufficiency over the short, medium, and long terms.

This report outlines the findings of the Housing Capacity Assessment together with the Business Capacity
Assessment. The housing demand outlook is based on population projections based in the StatsNZ projections’
assumptions (December 2022). The business capacity assessment draws on employment projections prepared
using the Waikato Independent Scenario Explorer (WISE). A range of other information sources were used,
including:

e information from the Council (e.g. rating and planning information and earlier reports around
available capacity).

e StatsNZ data, including Census information, business data and population projection (specifically
the assumptions).

e M.E’s inhouse models and modelling capability.

e Third party sources, like other consulting businesses.

The analysis covers the entire South Waikato District, but the focus is on the urban areas of Tokoroa, Tirau and
Putaruru.

Part 1: Housing Assessment
Demand outlook

There are links between population and housing demand, as well as population attributes and housing
typologies. The housing assessment started with the current population and household situation. M.E’s
Housing Demand Model (2022) underpins the analysis and provides detail of current housing demand and
projected future demand. The size and structure of demand for housing,® currently and in future, are
estimated and expressed in terms of households. The structure of demand is examined in terms of:

e household types,

dwelling tenure,

household income, and

o dwelling types (i.e., typology).

The district’s population is projected to grow from 25,900 in 2022, to between 23,850 and 34,350 by 2052.
The low estimate is lower than the current population, and would suggest that the population will contract,
consistently shedding people over the next thirty years. Under the medium and high settings, the population
is expected to increase by between 550 and 1,550 over the short term, with another 1,000 and 2,050 over the
next seven years. Looking at the long-term period between 2033 and 2052, the population is expected to
grow by between 1,500 and 4,850. This means that any growth projections need to acknowledge a low growth
situation and monitoring the growth patterns will be important. The assessment does not consider the low
scenario.

1 This consistent with Policy 1, also 3.2(1), 3.10, HBA 3.19, 3.23(3).
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There is considerable variation across the population projections meaning that it will be important for the
Council to monitor development trends to ensure that there is sufficient, infrastructure ready capacity to meet
demand growth. At the same time, timing infrastructure delivery will be key to avoid expensive outcomes due
to investment taking long to materialise (i.e., capital invested but not utilised).

The population projections are linked to household attributes using several sources, including Census and
StatsNZ’s household estimates and projections. The household growth estimates are based on the change in
relevant age cohorts (population). The shift in households provides a proxy for changing dwelling demand.
The household outlook also reflects changes across household types, and socio-demographic features. Both
the medium and high population sets are used to estimate household numbers.

The district has between 9,300 and 9,400 households, depending on actual growth achieved since the Census.
The district’s households are expected to increase to between 9,520 and 13,250 over the long term, with the
results expected to be towards the upper end of the spectrum — 11,280 and 13,250.

Housing demand is based on current housing preferences and the financial capabilities of household segments.
These structures are expected to remain constant over time. This means that dwelling ownership patterns,
across income cohorts are expected to remain stable with marginal change.

The analysis suggests that the mix of dwelling types (detached vs attached) is expected to shift away from
detached dwellings towards attached dwellings, but this shift is relatively slow, and the preference remains
associated with detached dwellings. However, affordability considerations could accelerate the shift.
Nevertheless, over the short term, the demand patterns will remain associated with detached dwellings as the
core typology, but higher densities could become more prevalent over the medium term. Looking towards the
longer term, the shift towards attached dwellings aligns with the overall demand profile, ageing demographic,
and shifting demand for housing types.

The drivers of these movements are embedded in the population growth projections. The shifts in household
types show the increase in smaller households, specifically one person and couple households. As a group,
family households (one and two parents, with children) form a large part of housing demand. Currently,
families account for 42% of households, or 4,150 households. This share is expected to remain stable, even
though the number of families will increase to 5,060 over the long term. In terms of the dwelling demand
profile, family households are expected to see a shift towards attached dwellings with families in these
dwelling types increasing from 170 to 260 over the long term. Over the long term, family households will
continue to favour/prefer detached dwellings, with the number increasing from 3,980 to 4,800 over the long
term — growth of 820.

The final household grouping relates to multi-household families and non-family households. Essentially, this
group captures situations where more than one household resides together in the same dwelling. Overall,
this group is small and accounts for 6% of households. This share is expected to remain relatively stable. In
number terms, multifamily households are estimated to grow from 590 to 660 over the next 30 years.

The analysis highlights a slow, but distinct, shift in preference to attached dwellings. The preference shift
relates to an ongoing move in dwelling demand towards higher density typologies and is associated with the
demographic patterns as well as the housing affordability considerations.

The growth in dwelling demand can also be expressed in terms of income levels. Household income is a core
driver of housing choice and affordability. Importantly, the income cohorts relate to income during a year and
assets are not represented. Overall, the share of households in the lowest income band (<$30,000), is
projected to increase over time, increasing from 2,330 to 3,000 over thirty years. This increase will have
implications for social accommodation and assistance.

iv
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Households in the sub-$50,000 income cohort is a concern because this cohort is projected to grow, becoming
more dominant in the local context. Importantly, the ageing population is seeing a portion of households
recorded in the low-income groups, but this does not reflect ‘asset rich’ households. Regardless, care is
needed when interpreting the shift in households in the low-income cohorts.

Housing affordability needs to be an important consideration in the planning process to ensure that planning
supports the market to deliver enough housing, and at an affordable price point.

The demand outlook and associated analysis show alternative futures and the potential distribution (range) of
outcomes is highlighted. There is uncertainty around the short term due to the economic and migration
unknowns associated with central government policy positions.

The spread of outcomes varies when considering the medium vs the high scenarios. There is a sizable gap
between medium and high projection sets (19%). To provide a narrower range of potential outcomes to
inform the planning work, the medium-high sets are put forward. These sets provide realistic quantum to
inform the sufficiency assessment. Under the medium-high projections, growth is expected to be:

e Short term (3 years; 2022-2025)
o Range: +280

e Medium term (next seven years; 2025-2032)
o Range: +550to +570

e longterm (next 20 years; 2032-2052)
o Range:+1,220to +1,230.

A margin should be added to facilitate market shifts and to support choice and competitiveness in housing and
business land markets. Clause 3.22 of the NPS-UD outlines the required margins (between 15% to 20%). The
total demand associated with household growth as well as the competitiveness margin under the medium-
high projection series is estimated at:

e Shortterm 2022-2025 +340,

e Mediumterm 2026-2032 +680, and
e |ongterm 2033-2052 +1,400.

o TOTAL +2,420.

Housing capacity

Housing supply is a function of the current estate, as well as growth as reflected by amongst other things, the
planning structures, and regulations. The potential supply is based on the plan enabled capacity (PEC), which
reflects the theoretical maximum number of dwelling units that can be developed based on planning
considerations. Next the PEC is reduced by expressing it in terms of Commercially Feasible Capacity (FC). The
FC reflects development costs, potential sales levels, and margins. Essentially, FC is the pricing point from a
developer’s perspective i.e., the price at which a developer would undertake the project. Total feasible
capacity is compared against affordability and market trends to determine overall expected levels of
development.

The capacity assessment considerers different development pathways, like:

o Redevelopment capacity reflects the maximum number of units (dwellings) that could be developed
on a site based on existing planning rules.

\
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o Infill capacity: relates to the potential to add additional dwellings on existing lots, without removing
existing dwellings or structures?.

e Vacant capacity: relates to the number of dwellings that can be developed on vacant properties
based on the planning rules.

Redevelopment and infill capacity are mutually exclusive, and the results are not additive. Greenfield capacity
is based on the capacity of undeveloped areas, and the yields are based on information supplied by the Council.

The plan enabled capacity is estimated using two potential densities (minimum lot sizes):

e 450m? of site area per dwelling,
e Minimum of 300m? with a resource consent (as Restricted Discretionary Activity).

Under a 450m? density, the redevelopment pathway would enable an additional 6,483 dwellings across the
district. Interms of infill, 993 dwellings are enabled under the 450m? approach. As expected, using the smaller
site sizes (300m?) returns considerably higher PEC. For the redevelopment approach, the enables additional
PEC of 14,930, and an additional 2,175 dwellings under the infill approach.

As mentioned, feasible capacity is a function of sales prices and development costs. These are influenced by
location and dwelling size. The feasibility assessment considered the potential spread of development options
along two dimensions:

e Maximum profitability (i.e., largest house relative to the site),

e Realistic sized house regardless of site size (that broadly mirror the size of existing dwellings as
observed in the district, i.e., around 100m? - 120m?; this is called the locally consistent sizing
approach).

Two price points are used to show the range of feasibility outcomes. Under the profit-maximisation pathway,
there is between 3,177 and 4,228 additional dwelling capacity (450m? size thresholds). This capacity increases
to between 4,798 and 7,456 if smaller lots are used (300m?). The available capacity using the infill approach
is considerably lower, estimated at between 1,176 and 1,213 for the 450m? setting, increasing to between
1,429 and 1,914 when the 300m? lots are used. The price points of the feasible capacity (weighted average)
increase over time and is estimated at:

e Between $853,000 and $947,250 for the profit maximisation approach (450m? dwellings) across
both infill and redevelopment approach.
e Between $594,750 and $673,250 for the profit maximisation approach when using the 300m?.

The feasibility levels are materially lower if smaller dwellings are modelled, but the range is considerable. Using
the 450m? size band returns between 7 and 95 dwellings for the redevelopment approach, and between 84
and 167 for infill. Using the smaller lots (300m?), the feasible capacity increase somewhat, to between 161
and 2,369 under redevelopment, and between 113 and 436 using the infill pathway. The weighted average
price for the smaller dwelling approach is between $447,000 and $509,250 for the 450m? approach. For the
smaller dwelling approach, the price range is narrower and is estimated at between $401,250 and $504,500.

Over time, the relationships between sales prices, real estate values (land values and building values) and
construction process, change. These shifts combine to shift long-term feasibility rates. These changes are
important because the add to feasible capacity over time. In summary, the feasible capacity depends on
underlying assumptions about:

e the pricing,
e the size (building and lot) as well as,

2 Structures below 50m?2 are excluded i.e. these can be removed.
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e the development pathway (redevelopment or infill).

The long-term feasible capacity is estimated at between:

Average
Profit Maximisation Locally Consistent Sizes
450sgm 2,789 424
300sgm 5,121 1,646

Using the NPS-UD guidance, the feasible capacity that should be considered is the 300m? lot size, and the
profit maximisation approach i.e., 5,121. This estimate includes high value developments (>5$1.5m) and this
must be considered in a way that integrates local affordability attributes. The next section adds affordability
constraints to estimate sufficiency in the context of realistically expected to be realised capacity.

Realistically expected to be realised (RER) capacity and Sufficiency

Clause 3.2 of the NPS-UD specifies that Councils must provide at least sufficient development capacity in the
district to meet the expected demand for housing:

(a) in existing and new urban areas; and
(b) for standalone and attached dwellings; and
(c) inthe short term, medium term, and long term.

RER can be estimated using several approaches and it generally reflects the probability that a development
will progress. Affordability is an important part of the development landscape. The RER capacity considers
greenfield capacity as well as infill/redevelopment capacity. Greenfield capacity is based on Council
information® and Council reports provide information about infrastructure capacity and hazards that are
integrated into the sufficiency assessment.

The RER analysis considered the split between infill and greenfield developments and applied different shares.
It is assumed that greenfield developments will be delivered in a way that is both affordable (to households)
and profitable (to development, reflecting risks).

The greenfield capacity is estimated at (based on Council information):

e 300m? 580 units (up to 759 if no allowance is made for flooding hazards),
e  450m? 387 units (up to 505 if no allowance is made for flooding hazards).

Local affordability levels place a significant binding constraint on the development prospects for some options,
reducing the RER capacity. This means that only a portion of feasible capacity is realistically expected to be
realised. While there is sufficient capacity from a plan enabled and feasible capacity perspectives, affordability
constraints mean that a portion of households are unlikely to be serviced by the mainstream market. This
suggests that there is an important role for social housing providers.

The sufficiency assessment considers greenfield capacity, infill capacity as well as the development costs
associated with the different development options. The share of growth occurring via greenfield is based on
available/identified greenfield capacity as well as the assumed share of growth accommodated via greenfield.
The assumed shares of growth accommodated via infill/redevelopment are:

3 As indicated in the Tokoroa Urban Area Housing Assessment (June 2022).
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e Shortterm 30%,
e Medium term 35%,
e longterm 40%.

The analysis suggests that there is sufficient capacity to accommodate growth across the three main locations
over the short and medium term. However, it is assumed that a portion of growth in Tirau and Putaruru will
be accommodated via greenfield development even though there aren’t greenfield sites in these locations.
Therefore, there is a shortfall in these locations, for greenfield development options. The ability to
accommodate ‘greenfield growth’ in the existing urban areas through infill or redevelopment instead of
greenfield was considered. There is sufficient capacity to accommodate growth even in the absence of
greenfield options. However the role of greenfield development in the local context needs to be
acknowledged, especially over the medium and long term when the scale of growth suggests that it would be
difficult to accommodate all growth via intensification. Some greenfield development opportunity will be
required. The specific timing of the greenfield developments will need to be planned with appropriate
consideration of the local growth dynamics and performance®. In addition, the greenfield areas identified in
2022 work by Council forms the basis for this assessment. The time it takes for greenfield developments to
be market ready must be included in the decision-making process. The residential market, including greenfield
and infill capacity, needs to be ready to support local growth opportunities to ensure that it supports the
economic functioning of the local towns and the district.

Tokoroa has sufficient capacity over the short and medium term, with enough greenfield and intensification
capacity. But, over the long term, a shortfall is identified. The observation around the short- and medium-
term sufficiency assumes that the identified greenfield areas will be ready to accommodate growth. The
availability of these greenfield areas is critical to supporting the market. It these areas are not available in a
timely manner, then it is likely to undermine the local market’s performance.

The land area to provide, in response to the shortfall is estimated using the 300m? minimum lot size. The long
term period will require greenfield capacity across the district in the order of:

e Tokoroa 12.4ha,
e Tirau* 3.7ha,
e Putaruru* 6.7ha.

(* influenced by the greenfield assumptions)

The above estimates show the area needed to address the identified shortfall. Adding the competitiveness
margin to the above estimates increase the land requirements to:

e Tokoroa 15.5ha,
e Tirau* 4 .3ha,
e Putaruru* 7.7ha.

(* influenced by the greenfield assumptions).

Part 2: Business land assessment

The local community’s wellbeing is influenced by the size, structure, and performance of the local economy.
Economic activity captures transactions between businesses and households, and includes the flow of goods
and services. Providing enough business land, in appropriate locations, is important to support economic
growth and activity. In turn, business zones must be in locations that minimise externalities and wider costs,

4 The spread between the medium and high scenarios underlines the challenging conditions associated with the managing growth
looking forward.
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like emissions, reverse sensitivities, transaction costs. This business land assessment draws on the economic
projection work completed as part of the Waikato Integrated Scenario Explorer (WISE) project.

There are several sources offering GDP or Value Added (VA)® information. Headline GDP estimates put the
South Waikato economy in the order of $1.4bn GDP®. Under the business as usual growth rate, the economy
is projected to growth to $1.7bn over the next thirty years. The percentage change in GDP or VA across the
sources suggest that the economy will growth (between 2022 and 2052) by:

e Berl BAU scenario +24%,
e WISE medium +33%, and
e WISE high +40%.

Regardless of the scenario used, the district’s economic outlook is positive, with growth over the long term.
The business land outlook for South Waikato District adopts the WISE projections because it has fine sectoral
and spatial resolution.

Based on WISE, and the most recent Business Demography Survey (from StatsNZ), the local economy employs
9,930 MECs’. Two sectors dominate the local economy — agriculture and manufacturing. These sectors
include:

e Dairying, and agriculture support services, forestry, and logging, and
e Wood product manufacturing, paper and pulp product manufacturing, and dairy product
manufacturing.

In addition, the local service economy includes retail, education, professional services as well as administrative
activities. The district’'s employment is projected to grow, but after accounting for productivity shifts and
structural changes, the overall growth is relatively low. In terms of growth, the employment change across
the overall economy is estimated as:

e Medium
o 2022-2025 200.

o 2025-2032 390.
o 2032-2052 710.
o Total 1,300.
e High
o 2022-2025 210.
o 2025-2032 880.
o 2032-2052 950.
o Total 2,040.

Different parts (sectors) of the economy will grow at different rates and the differential growth rates are
integrated into the business land demand modelling. The employment growth is distributed spatially, across
the district and the land requirements are estimated by translating employment growth into land based on
‘average space per worker ratios’. The demand outlook shows:

e Qver the short term, total land demand is estimated at between 2.5ha and 4.0ha, across all
sectors/land uses. The demand increases over the medium and long terms, to have a cumulative
position of between 22.0ha and 34.8ha.

e Office and retail activities land demand is expected to see demand for business space between:

o Medium scenario 3.5ha and 0.1ha for office and retail respectively,
o High scenario 5.4ha and 0.4ha for office and retail respectively.

> Value Added (VA) and GDP are similar, and the core difference relates to how tax is treated.
6 Sourced from Berl. Infometrics’ data put the economy at $1.5bn (at $2022 prices).
7 MEC — modified employee count; a measure of employment that includes a headcount of all employees and a working proprietors.
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e FEducation and accommodation are minor demand drivers, adding a combined 3.0ha to 3.1ha over
thirty years.

The office/commercial and industrial land form two core components, accounting for between 78% and 86%
of land demand over thirty years.

The spread between the two scenarios is considerable, suggesting that there is uncertainty about the scale of
the future development pathway. This uncertainty is more pronounced at a sectoral level, specifically
industrial-type land demand. Unlike office/commercial land, enabling industrial development (through
zoning) is space intensive, with long lead times making it important to enable (plan) capacity in advance of
market demand manifesting.

Adding the NPS-UD required competitiveness margin increases total land demand, and this is included in the
sufficiency assessment. Accommodating future growth will require between 31.0ha and 56.0ha. The area’s
economy is influenced by the patterns associated with large industries (e.g., the industries in Kinleith) and
these important industries need to be considered as part of the monitoring work going forward.

The supply of business land capacity draws on Council information, including earlier work (by Council) as part
of its HBAs. Crucially, additional fine-grained work is needed to firm up/confirm the available capacity. There
is some variance across information sources. The capacity associated with Growth Cell 4 in Putaruru is subject
to Notice of Requirement process and not (directly) included in the sufficiency assessment. However, its
potential importance is acknowledged. The sufficiency assessment combines the demand for business land
(industrial and commercial) and available capacity across the locations.

The sufficiency assessment is based on the high projection series (consistent with that used by the other
Councils around the Waikato).

Business land sufficiency

SUFFICIENT OR INSUFFICIENT

Tokoroa
3y 7y 20y
Business Sufficient Insufficient Insufficient
Industrial Insufficient Insufficient Insufficient
Tirau
3y 7y 20y
Business Insufficient Insufficient Insufficient
Industrial Sufficient Insufficient Insufficient
Putaruru
3y 7y 20y
Business Sufficient Sufficient Sufficient
Industrial Sufficient Sufficient Insufficient

Over the short and medium term, there is sufficient capacity across the different locations to accommodate
business growth. Across Tokoroa and Tirau, the medium and long-term situation is however expected to be
challenging, with insufficient capacity (based on available information about available capacity). Industrial
demand for land outstrips supply over the long term.

X
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Putaruru business and industrial land capacity appears to be sufficient over the short, medium and long terms.
We understand that work is underway to unlock a new business location to accommodate new industries and
business investment opportunities to the District, to facilitate economic development. The scale is
considerable (40ha). It is important to note that when exploring land options to accommodate growth
elsewhere in the district, locational considerations and local dynamics must be considered. Itis suggested that
the local development planning process be used to right-size business and industrial land provision across the
district. This process will need to integrate the local (town-specific) factors and subtleties.

A key input into the sufficiency assessment is the situation (information) regarding development capacity (and
developable land). However, this aspect is constrained by potential data issues and limitations. Additional
work is needed to confirm how much business and industrial land is available for development. We suggest
completing this work as a priority before embarking on the wider process to provide for industrial and business
growth throughout the district.

Xi
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1 Introduction

Housing and Business Capacity Assessments (HBAs) are required by Part 3.5 of the National Policy Statement
on Urban Development (NPS-UD), under the Resource Management Act 1991 (RMA). HBAs are designed to
assist councils to make effective urban planning and investment decisions. Generally, the HBA-process assists
councils to understand the factors and dynamics impacting:

e the demand for housing and business land,

e the situation in terms of the supply of housing and business land,

e the interplays between supply and demand, and

e the capacity requirements to ensure sufficiency over the short, medium, and long terms.

The information in the HBA informs RMA planning documents, long-term plans, and growth-related planning
processes and related assessments. HBAs are important tools from an urban planning perspective and need
to be robust and accurate. Under-estimating demand and supply can prolong shortfalls in housing/business
infrastructure, delay development and generate adverse effects. Conversely, over-estimating demand could
lead to unnecessary holding costs (because expensive investment sits idle and a mismatch between spending
and revenues) and opportunity costs.

This report outlines the findings of the Housing Capacity Assessment together with the Business Capacity
Assessment for the South Waikato District. Housing supply, demand for (housing) land in the urban
environments, and overall development sufficiency are assessed. With reference to business land, economic
and employment projections underpinning the business land planning across the wider Waikato are used to
assess future demand. The employment projections are sourced from the Waikato Independent Scenario
Explorer (WISE) and then translated into land requirements using standard industry ratios. The analysis and
sufficiency assessments reflect the short, medium, and long term.

1.1 Objectives

South Waikato District Council (SWDC) is in the process of preparing a Growth Strategy. The Growth Strategy
will assist Council to give effect to Policy 2 of the NPS-UD (2020). The objectives of this project® are to:

e Review the residential development patterns in the district to inform the housing assessment,
including:

o Provide an overview of household patterns, the expected shifts over time and translating
these shifts into housing implications,

o Assess the local residential real estate market in terms of redevelopment, infill, and vacant
capacity by considering the District Plan provisions. That is, estimate the plan enabled
capacity.

Estimate the commercial feasibility of development opportunities, over time.
Assess the sufficiency of capacity, and the ability to meet the expected demand for housing
over the short, medium, and long term.

o Provide information and an evidence base to inform the housing bottom lines.

8 As set out in clause 3.20 of the NPS-UD.
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e Review the business landscape to estimate the available capacity based on estimates of demand,
supply, and sufficiency of business land over the short, medium, and long terms.

1.2 Approach

The capacity assessment followed two work streams, one focussing on the residential/housing component
and the other on the business land component. Both covered the supply and demand elements separately
and then combined the results to evaluate sufficiency. The approach taken for each component is summarised
below.

Housing Capacity Assessment

The housing assessment considers the supply and demand, and then reconciles these elements for the
sufficiency assessment. M.E’s Housing Demand Model (2022)° is used to estimate demand for housing and
details housing demand in the district (at a total level). Housing demand is estimated with the following
dimensions:

e household types,

o dwelling types,

e dwelling tenure, and

e household incomes (as a determinant of housing affordability).

A general assumption applied in the analysis is to equate one resident household to one dwelling, i.e., that
one household occupies one dwelling. Future demand for housing is based on population growth that is
expressed in terms of households. Population dynamics (like ageing) in shifts in household structures are
integrated into the modelling.

The population and household estimates are translated into socio-demographic segments (household type,
size, age, and income). The focus is on usually resident households because they account for the largest share
of private dwelling demand. Other markets, like visitor accommodation are also considered.

Housing capacity and supply are estimated for the current state, as well as the potential future estate. The
supply situation is segmented in terms of dwelling typology, value and location. The forward-looking demand
for dwelling typologies is estimated using assumptions about typology preferences, value growth and
inflationary pressures. The cost shifts drive future values across the residential estate, which also influences
the commercial feasibility of developments. The dynamics and shifts are all integrated into the analysis to
inform the housing affordability assessment.

The supply analysis is based on the current situation and a parcel level analysis of the plan enabled capacity.
The current planning provisions are applied across the district to estimate the theoretical maximum capacity.
Infrastructure availability’® and commercial feasibility are used to refine the available capacity and to reduce
it to more realistic levels. The capacity assessment reflects:

e The distribution of properties across value bands,

e Growth and additions to the residential stock (new buildings) and the associated values,

e The growth potential, including infill, redevelopment and greenfield development based on available
capacity (at a parcel level), across value bands and by main location.

9 The Housing Demand Model is a proprietary model developed by Market Economics and it is used to identify and assess the current
and projected size, and structure of demand for housing.
10 Based on council provided information
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Business Capacity Assessment

The second component of the assessment reflects the business land requirement. The business assessment
is based on secondary data sources. The economic growth scenarios are associated with (drawn from) the
WISE. Using the WISE economic scenarios mean that the underlying economic data used to drive the business
land projections are consistent with those applied in the HBAs across the Future Proof Partner area. The WISE
projections illustrate the local growth outlook and dynamics, and a ‘business as usual’ growth outlook formed
the basis. Scenarios are used to illustrate the potential spread and to deal with uncertainty.

The spatial distribution of activity throughout the district is captured using a spatial framework that shows
where activity is currently located, and where it is expected to occur (grow) in future. Business land capacity
(both planned and potential capacity) is considered in allocating growth, but the allocation process is sensitive
to historically observed growth patterns and local factors. The projected growth is translated into land
requirements, and this is reconciled against available capacity to form a view of the overall sufficiency position.
Sufficiency is based on comparing the available land (including vacant) against the projected demand levels.

The land use requirements, and sufficiency over time, are assessed and reconciled with locational
considerations like infrastructure availability (and hazards) to provide an indication of sufficiency by broad
location for the main sectors.

1.3 Information

The capacity assessments used official and unofficial information sources. The main sources included:

e South Waikato District Council:
o Rating information and property level data,
o Planning and zone-level information,
o Earlier reports relating to housing and business capacity (especially interviews and
engagement information).
e Demographics:
o Population projections based on the most recent StatsNZ growth assumptions, including the
StatsNZ population projections (low medium and high series),
o Household data based on the Census 2018 structures.
e Other StatsNZ data:
o Building consent information,
o Business Demography Survey information,
o Linked Employee-Employer Data.
e Other sources consulted during the review include:
e M.E inhouse datasets and models,
e Reports and data from other consulting companies (e.g. Infometrics’ economic data), and
e Waikato Independent Scenario Explorer (WISE).

1.1 Limitations and caveats

The assessment covers a wide range of topics and is based on secondary data and modelling. Several
limitations and caveats apply to this assessment. These are outlined below.
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The assessment is structured in a way that will support the council with its ongoing work around
growth management and planning. It is based on currently available data. As newer or more refined
information becomes available, the results may require some updating.

The assessment reflects forward-looking statements about the population and economy. These
statements are not forecasts but show a (medium/high) potential growth scenario. The housing
assessment is based on population projections, and the business land assessment relies on the WISE
projections. We have assumed that the WISE projections are accurate, relevant and reflect the local
growth outlook. We have not refreshed or re-run WISE and acknowledge that they reflect a somewhat
dated growth position.

The business land modelling draws on the WISE work and no additional economic models were
developed for this work. However, the known trends, relative size of different growth drivers and
population estimates were used to triangulate the WISE assessments. The BCA does not model or
project macro-economic conditions (like interest rates or exchange rates) or the effects and
implications of wider issues, like climate change and how the Council might respond. Similarly, the
potential effects of large, one-off investments/projects, or disruptive events (hazards or weather) are
not reflected.

The figures and data used as inputs into this report are constantly being updated and revised as new
official data is released. Some inputs were updated during the project lifecycle to reflect a 2022 base
year. However, there are some differences across datasets and therefore slight variation is evident
between different parts of the report.

Information availability limited some parts of the assessment. Consequently, assumptions and proxies
were applied where relevant. These are outlined in the report.

The Council’s information and data (e.g., rating information) were not reviewed or audited for
completeness or accuracy. It was assumed to be accurate, but the limitations and caveats of those
datasets apply to this assessment. An area that will require additional analysis going forward is the
long term (30 year) capacity associated with infrastructure constraints.

The analysis draws on forward-looking data and forecasts about the macro-economic conditions for
NZ and the economy in general. While important, the analysis does not look at the potential sensitivity
of the local residential and business markets to macro-economic conditions.

The potential effects of the post-COVID economic landscape. These relate to inflation and the
tightening business cycle and are seen as short-term influences that impact uncertainty.

The modelling considers infill development potential, but there are several factors influencing how
different properties will be developed. Two potential pathways were identified and considered, but
there could be other hybrid approaches. It is not practical to assess all the different options, but our
approach shows a potential range of outcomes.

The industrial and business locations are not reviewed or analysed in terms of the suitability or
appropriateness (e.g., using a multi-criteria analysis type framework or structure).

The analysis covers the entire South Waikato District, but the focus is on the urban areas of Tokoroa, Tirau and
Putaruru.

1.2 Report structure

The report has two main parts with section in each and is structured as follows:
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Part One: Housing Assessment

Chapter 2 describes the current situation regarding population, population outlook and household
demand profiles based on growth. The section outlines household patterns in terms of household
types, income levels, age profile and tenure. It also shows the anticipated housing demand looking
forward.

Chapter 3 analyses the current situation relating to housing supply and capacity. The section considers
plan enabled capacity, feasible capacity and realistically expected to be realised capacity. It provides
a summary of the outlook in terms of the residential capacity and reconciles the estimated
development capacity by comparing reasonably expected to be realised (RER) capacity with demand.
The reconciliation forms the sufficiency assessment.

Part Two: Business Assessment

Chapter 4 summarises the current economic and employment situation, including the spatial
distributions, business land provisions (vacant and occupied) and the spatial-economy underpinning
the district. The growth outlook is prepared using the WISE projections and is summarised. The
section presents the industrial and business land demand assessment, as well as the sufficiency
assessment from a business land perspective.

The technical appendices and supporting information are included at the end of the report.
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Part 1: Housing Assessment
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2 Housing demand outlook

There are direct links between population and housing demand, as well as population attributes and housing
typologies. As a starting point to assessing demand for housing, the current base population and outlook for
the district were assessed. Next, the population projections were translated into household estimates and
socio-demographic attributes.

M.E’s Housing Demand Model (2022) underpins the analysis. The size and structure of housing demand over
time!! are estimated and expressed in terms of numbers of households. The structure of demand is examined
in terms of:

e household types,

e dwelling tenure,

e household income, and

o dwelling types (i.e., typology).

Demand is identified in terms of numbers of resident households, allowing for one dwelling per household*?.
The population projections are underpinned by the December 2022 projections based on StatsNZ’s growth
assumptions. The section is structured as follows:

e The population and household base, and the outlook for households is presented,
e The current housing demand in terms of household types, incomes, and ethnicities is discussed, and
e The projected demand for housing allowing for demographic changes is outlined.

2.1 Base population and outlook

The population outlook is based on StatsNZ’s population growth assumptions and M.E’s in-house modelling.
Historically, SWDC has used population projections prepared by another third party. A detailed review of those
projections is beyond the scope of this assessment; however, the alternative projections are considerably
higher than the StatsNZ projections. Applying the more recent growth assumptions shows that the recent
medium and high projections align broadly with the Natalie Jackson Demographics’ medium set (see Appendix
1). This assessment is based on the medium and high projections of StatsNZ as well as M.E’s bespoke
projections developed for this assessment. These are viewed as more appropriate given the current economic
environment. Earlier work completed for Council by Natalie Jackson Demographics were also considered, but
the high growth scenario in that work appears overly optimistic.

The population outlook forms the basis for household estimates and the following timeframes are used:

e Shortterm 2022-2025,
e Mediumterm 2026-2032, and
e longterm 2033-2052.

Figure 2-1 shows the growth profile for the district’s population out to 2053. The 2022 values are based on
M.E’s projections and these are evaluated against the 2021-StatsNZ projections. The M.E population estimates
follow a marginally higher growth pathway versus the StatsNZ projections. The difference between the M.E
and 2021-StatsNZ projections is around 1% across all the scenarios.

11 This consistent with Policy 1, also 3.2(1), 3.10, HBA 3.19, 3.23(3).
12 As per NPS-UD 3.34(4).
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The district’s population is expected to continue the upward trajectory under the medium and high growth
futures.

Figure 2-1: Population projections
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Table 2.1 reports the population projections using M.E’s approach based on StatsNZ assumptions and the low,
medium, and high settings. The District’s population is projected to grow from 25,900 in 2022, to between
23,850 and 34,350 by 2052. The low estimate is below the current population, suggesting that the population
will contract, consistently shedding people over the next thirty years. In the context of the period between
1998 and 2022, the population did in fact decline in the early 2000’s before recovering in the 2010-decade.
However, the long-term growth is seen as more likely to positive than contractionary. This means that growth
projections need to acknowledge a low growth situation and monitoring the growth patterns will be
important.

Table 2.1: Population Growth Outlook

Projections Change between periods
Settings 2022 Short term Medium term  High term
GRS L a2 2022-2025 2026-2032 2033-2052
Low 25,900 25,450 25,450 23,850 -450 - -1,600
Med 25,900 26,450 27,450 28,950 550 1,000 1,500
High 25,900 27,450 29,500 34,350 1,550 2,050 4,850

Source: M.E projections based on StatsNZ assumptions

Under the medium and high settings, the population is expected to increase by between 550 and 1,550 over
the short term, with another 1,000 and 2,050 over the next seven years. Looking at the long-term period
between 2033 and 2052, the population is expected to grow by between 1,500 and 4,850. These figures relate
to different timeframes (3 years, 7 years, and 20 years) and the annual equivalent change is:

e Shortterm 185 to 510 (per year),
e Mediumterm 142 to 293 (per year), and
e longterm 76 to 244 (per year).

This suggests that the growth pressures are associated with the short to medium term. Growth within the
district over the long-term, while not as pronounced, is still material due to the comparatively long timeframe
over which the growth is expected. The spread between the medium and the high setting is also noteworthy.
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The rate at which the population is projected to change is expected to slow over the long term. Under the
medium projections, the population is expected to grow at 0.7% between 2022 and 2025, before slowing to
0.5% between 2026 and 2033. Then the growth slows further between 2033 and 2052, dropping to 0.3%. The
compound growth under the high settings is more than double that of the medium settings, starting at 1.9%
over the short term, before falling to 1.0% and 0.8% over the medium to long term respectively. Importantly,
the slowing down of the growth rate means that the population is still expected to grow, and only the rate of
change reduces (this reflects a . That is, the long-term outlook is for the population to continue to grow,
except under the low projection set.

There is considerable variation in the population projections meaning that it will be very important for the
Council to monitor development trends to ensure that there is sufficient, and infrastructure ready capacity to
meet demand growth, and to be support the market. At the same time, the timing of infrastructure delivery
will be key to avoid expensive outcomes due to investment taking long to materialise (i.e., constraining the
market or capital invested but not utilised).

2.2 Household outlook

The population projections are linked to household attributes using several different approaches and sources,
including Census and StatsNZ’s household estimates and projections. The household growth estimates are
based on the change in age cohorts (population) that is then associated with households based on age-related
attributes.

The household outlook reflects the changes across different household types, and socio-demographic
features. Both the medium and high population sets are used to estimate household numbers. Considering
the uncertainty in the short-term growth outlook, and the implications of under-supplying the market with
suitable development capacity, understanding the range of likely outcomes is more important than projecting
a single outcome. The high scenario is used as the upper limit for growth and a medium-high projection is
offered as standard (or base outlook).

The base outlook is described in terms of the anticipated shift in household numbers as well as the implied
changes in the demographic structures. As mentioned earlier, it is assumed that each household will require
one dwelling. Therefore, the shift in households provides a proxy for changing dwelling demand.

2.2.1  Population-linked household growth outlook

The household growth outlooks for the district are summarised below, showing the range of outcomes under
different growth assumptions. The focus is on the base outlook, and but the high growth figures are also
reported to provide the upper limit of growth. These estimates show the outlook for local households based
on population growth.

Households currently sit at between 9,300 and 9,400. The range reflects the uncertainty around the ,
depending on the actual growth achieved since the Census. Drawing on StatsNZ projections, the district’s
growth is expected to increase to between 9,520 and 13,250 over the long term. Historically, most locations
around NZ have seen growth in excess of the low projection set, between the medium and high series. The
anticipated spread of households over the long term is estimated at between 11,280 and 13,250 — the medium
or high projections. Table 2.2 illustrates the projected change in households over the next thirty years.
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Table 2.2: Household outlook — Range

| 2018 2023 2028 2033 2038 2043 2048 2053*
Low 9,710 9,890 10,010 10,000 9,900 9,710 9,520
Med 9,400 9,990 10,300 10,600 10,900 11,100 11,190 11,280
High 10,190 10,700 11,300 11,690 12,210 12,720 13,250

| Change
Low 310 180 120 -10 -100 -190 -186
Med 590 310 300 300 200 90 91
High 790 510 600 390 520 510 531

* - Based on continuation of trends

The compounded growth rate over the short, medium, and long term, is expected to slow down over the long
term regardless of the projection series used (otherwise exponential growth is returned). The compound
growth and annual change in demand for the medium and high projection series are:

e  Medium growth — over the short term, the annual change is around +237/year, reducing to 36/year
over the long term. In compound growth terms, that CAGR™ is 2.5% over the short term, dropping
to 0.6% over the medium term, and 0.3% over the long term.

e High growth — the annual change is expected to be +330/year over the short term, before dropping
to 98/year over the long term. The CAGR is 3.4% over the short term, dropping to 1% over the
medium term, and then 0.8% over the long term.

The difference in growth intensity between the projection series suggest that there is uncertainty regarding
the scale of future growth. Close monitoring, and flexibility in responding to growth will be needed. This is
especially the case considering the economic outlook and the recent tightening of economic conditions, as
well as the opportunity costs associated with associated with constraining the market.

2.3 Household structures

Changing demographic attributes and patterns influence housing demand. The change is driven by forces such
as the ageing population, as well as wider dynamics, like New Zealand’s migration settings and policies.
Economic conditions also driver investment decisions, influencing business activities that, in turn, impact inter-
regional migration patterns.

The analysis uses the most up to date information to estimate the proportions of households associated with
different socio-demographic attributes. These shares are applied to the changing population structure (age
cohorts) to illustrate the changing nature of households. Household structures influence housing demand and
demand for different typology. The socio-demographic attributes are discussed in terms of income levels and
household types. The medium-high results are reported and reflect the recent growth patterns and levels of
change®®.

2.3.1 Households by type and income

Available information suggests that there is a wide spread of household incomes with a noticeable
concentration of households in the low(er) income cohort. Household income is influenced by several factors,
including household composition. Table 2.3 summarises the distribution of households along two dimensions:

13 Compound annual growth rate.
14 This is the preferred option as per the Council staff.
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e Household types (rows down the left), and
e Household income bands (headings across the top).

Table 2.3: Households by Type and Income Band (2022 estimates)

Income $30,000- $50,000- $70,000- $100,000- $120,000-

Type <$30,000 $50,000 $70,000 $100,000 $120,000 $150,000 >$150,000 Total
One Person 1,335 385 265 160 30 10 20 2,205
Couple 240 670 405 450 250 260 250 2,525
2 Parents 1-2chn 90 195 310 455 285 255 295 1,885
2 Parents 3+chn 25 60 145 210 95 70 120 725

1 Parent Family 490 395 235 155 60 25 30 1,390
Multi-Family Hhid - 25 35 45 50 45 100 300

Non-Family Hhid 75 85 80 70 35 20 10 375

Total 2,255 1,815 1,475 1,545 805 685 825 9,405
Relative Share

One Person 14% 4% 3% 2% 0% 0% 0% 23%

Couple 3% 7% 4% 5% 3% 3% 3% 27%

2 Parents 1-2chn 1% 2% 3% 5% 3% 3% 3% 20%

2 Parents 3+chn 0% 1% 2% 2% 1% 1% 1% 8%

1 Parent Family 5% 4% 2% 2% 1% 0% 0% 15%
Multi-Family Hhld 0% 0% 0% 0% 1% 0% 1% 3%

Non-Family Hhld 1% 1% 1% 1% 0% 0% 0% 4%

Total 24% 19% 16% 16% 9% 7% 9% 100%

Source: Based on StatsNZ data

The data suggests that there are around 9,405 households in the district. The households have different
income and type attributes. The relative distribution of households is weighted towards smaller households,
as well as the lower income cohorts. As a group (regardless of income levels), small households include:

e One person households —accounting for 23% of all households,
e Couple households — capturing 27% of local households, and
e Two parent families, with one or two children — this group accounts for 20% of all households.

These three household types account for 70% of all households in the district. Single parent households
account for a further 15% of households with the balance, (15%) made up of large two-parent families, multi-

family, and non-family households.

In terms of income levels, households are concentrated in the low-income bands with 43% of all households
in the sub-$50,000 income groups. Nationally, 34% of household fall within the sub-$50,000 income band,
highlighting the comparatively low-income levels across South Waikato. Households with income between
$50,000 and $100,000 make up almost a third (32%) of households and the balance (25%) relates to high(er)
income households (greater than $100,000). This distribution is important because it influences current
housing affordability levels, home ownership rates and the anticipated typologies.

The relationship between household type and income level yields insights into potential affordability
considerations and dwelling sizes. Intuitively, larger households (more people) are associated with larger
housing typologies (more rooms) and vice versa.

When looking at income distribution across household types, there is a split based on the number of income
earners in households. As expected, couple and two parent households appear to be in the higher income
cohorts. This reflects the potential of these households to have two income earners, pushing earnings into
higher brackets. Similarly, multi-family households are over-represented in the higher income cohorts (but
not in the >5150,000 cohort) aligning with the notion that these households can have multiple earners. In
terms of the low-income households, these are associated with single persons and single parent households.
These households are overrepresented in lower income cohorts.
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The data confirms the observation that smaller households tend to have lower income levels (vs larger ones).
It is worth noting that a larger household, with more income earners, does not necessarily imply that a
household is wealthy as the higher incomes will be used to support more household members.

The growth profile of households has implications for housing demand. The next section outlines the
anticipated growth in households and changes in household structures over time. These changes are linked
to housing affordability and typology.

2.4 Future housing demand

The population is expected to grow over the assessment period. The changing age profile will change demand
for different housing typologies over the short, medium and long terms. Because there is uncertainty around
the level of growth and change that is expected, this assessment used a scenario approach to deal with
uncertainty. These are based on the medium-high growth scenario (as per StatsNZ). However, to assist council
in understanding the implications of a high growth future, demand associated with a higher growth
environment was also considered.

Future demand is estimated using assumptions based on the revealed relationship between households’
attributes and housing typology. The base relationships of demand for different housing types are assumed
to remain stable and the shifting household demographics change overall demand for different housing types.
In other words, the assessment allows for changing households (by type) to influence the demand estimates.
Demand and income levels, by household segment, are assumed to persist for the assessment period. This
provides a basis for assessing future affordability based on the assumed medium-high growth scenarios.
Importantly, the demand outlook does not model macro-economic matters, like interest rates, exchange rates,
migration policy, and so forth.

Housing demand is based on current housing preferences and the financial capabilities of household segments,
and these are expected to remain constant over time. This means that dwelling ownership patterns, across
income cohorts are expected to remain broadly constant with currently observed patterns. Appendix 2
summarises the base patterns relating to household types, dwelling tenure, and income levels. This
information is used in the wider assessment of affordability, the typology mix, and aspects of the sufficiency
assessment.

The demand outlook is discussed below using the growth scenarios and settings. The section concludes with
a discussion of demand with the competitiveness margin included.

2.4.1 Demand components

The change in household numbers (totals) will coincide with a shift in the type of dwellings required, changes
in household income levels (affordability) and the type of households. The demand assessment is based on a
general continuation of current housing preferences i.e., the link between the population’s age profile (by age
cohort) and housing types drives the shifts. The existing structures around ownership are also kept constant.

Keeping the demand profile, by age cohort, stable means that dwelling ownership levels for each household
segment (per segment, not overall) will be more or less the same in 10- and 30-years. This information
provides an indication of the expected patterns and assumes a relatively stable economy and growth patterns.
The local economy is small and exposed to external factors that could have a sizable impact on local growth.
This assessment assumes that trend growth will continue but careful monitoring will be needed to identify any
deviation from the general growth pathway. The BAU demand future does not seek to model macro-economic
matters, beyond the established trends in household income levels.
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Table 2.4 summarises the change in household numbers, broken down across attributes. The columns show
the different years as well as the breakdown in terms of attached and detached dwellings. The rows show:

e Dwelling tenure:
o Owned or held in a Trust, and
o Non-owned.
e Household types (seven aggregated types), and
e Household income levels (seven aggregate income bands).

The top part of the table shows the estimated values (numbers), and the bottom half shows the percentage
share across different categories.

The relative mix of dwelling types (detached vs attached) is expected to shift away from detached dwellings
towards attached, but this shift is relatively slow. Over the short term to 2025, the overall structure sees 84%
of dwelling demand associated with detached dwellings, declining to around three quarters (75%) over the
long term. The change is towards more demand (as a share of total) and reflects a range of factor influencing
demand patterns. These include the ageing population that generally requires smaller dwellings and different
dwelling types, as well as the effects of affordability. Attached dwellings are often smaller and due to more
intensive land use, tend to be more affordable. The rate of change towards higher density dwellings is likely
to remain suppressed and lower than that seen in larger urban centres around NZ. Detached dwellings will
remain the preferred typology. Over time, the relativity of demand for detached-attached dwellings is
expected to change toward attached dwellings (but still favouring detached dwellings) as follows:

e 2022-2025 0.19 attached dwelling demanded for every 1 detached dwelling demanded,
e 2026-2032 0.26 attached dwelling demanded for every 1 detached dwelling demanded, and
e 2034-2052 0.33 attached dwelling demanded for every 1 detached dwelling demanded.

This suggests that:

e Over the short term, demand patterns will remain associated with detached dwellings, but higher
densities will become comparatively more prevalent over the medium term,

e Looking towards the longer term, the shift towards attached dwellings aligns with the overall
demand profile associated with changing housing types.

The drivers of these movements are embedded in the population dynamics. The observations relating to the
other attributes are summarised below.
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Table 2.4: Breakdown of housing demand growth

Non-family household

Under $30,000
$30-50,000
$50-70,000
$70-100,000
$100-120,000
$120-150,000
$150,000+

Total Households
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3%

20%
18%
15%
16%
9%
7%
7%
93%

3%
1%
1%
0%
0%
0%
0%
7%

3%

24%
20%
16%)
17%)
9%,
8%

7%
100%

3%

20%
18%
15%
16%
9%
7%
7%
93%

4%
1%
1%
0%
0%
0%
0%
7%

3%

24%
20%
16%)
17%)
9%,
8%

7%
100%

3%

20%
19%
15%
16%
9%
7%
7%
92%

0%

4%
2%
1%
1%
0%
0%
0%
8%

3%

24%
20%
16%)
17%)
9%,
7%

7%
100%

3%

20%
18%
15%
16%
8%
7%
7%
91%

2022 2025 2032

Attribute Detached Attached Total Detached Attached Total Detached Attached Total Detached Attached Total
Owned or Trust 6,000 230 6,220 6,160 240 6,400 6,480 290 6,770 7,150 400 7,550
Not Owned 3,180 440 3,610 3,260 460 3,720 3,380 530 3,920 3,640 720 4,360
Total 9,180 660 9,840 9,410 710 10,120 9,870 820 10,690 10,790 1,120 11,910
One Person household 2,040 350 2,390 2,080 370 2,450 2,160 440 2,590 2,330 600 2,930
Couple household 2,580 140 2,720 2,640 150 2,790 2,770 180 2,940 3,030 250 3,270
2 Parents 1-2 children 1,840 60 1,900 1,910 60 1,980 2,060 70 2,140 2,290 100 2,390
2 Parents 3+ children 730 30 760 770 30 800 830 40 870 870 50 920
1 Parent Family 1,410 80 1,490 1,430 80 1,510 1,460 80 1,550 1,640 110 1,750
Multi-family household 270 10 280 270 10 290 290 10 300 320 20 340
Non-family household 310 - 310 310 - 310 300 - 300 320 - 320
Under $30,000 1,980 340 2,330 2,030 370 2,400 2,150 430 2,590 2,400 610 3,000
$30-50,000 1,800 140 1,930 1,860 150 2,010 1,980 170 2,150 2,180 240 2,420
$50-70,000 1,500 60 1,560 1,540 70 1,610 1,590 80 1,670 1,740 90 1,830
$70-100,000 1,610 50 1,650 1,650 50 1,700 1,710 60 1,770 1,850 70 1,930
$100-120,000 850 30 880 880 30 910 910 30 950 970 40 1,020
$120-150,000 720 30 750 740 30 770 770 30 800 850 40 890
$150,000+

Total Households 9,180 9,840 9,410 10,120 9,870 10,690 10,790 1,120 11,910
Owned or Trust 61% 2% 63% 61% 2% 63% 61% 3% 63% 60% 3% 63%
Not Owned1 32% 4% 37%! 32% 5% 37%! 32% 5% 37%! 31% 6% 37%!
Total 93% 7% 100% 93% 7% 100% 92% 8% 100%! 91% 9% 100%
One Person household 21% 4% 24% 21% 4% 24% 20% 4% 24%, 20% 5% 25%
Couple household 26% 1% 28% 26% 1% 28% 26% 2% 28%, 25% 2% 27%,
2 Parents 1-2 children 19% 1% 19%, 19% 1% 20% 19% 1% 20% 19% 1% 20%
2 Parents 3+ children 7% 0% 8% 8% 0% 8%, 8% 0% 8% 7% 0% 8%
1 Parent Family 14% 1% 15%, 14% 1% 15%, 14% 1% 14%, 14% 1% 15%,
Multi-family household 3% 0% 3%, 3% 0% 3%, 3% 0% 3% 3% 0% 3%

0%

5%
2%
1%
1%
0%
0%
0%
9%

3%

25%
20%
15%
16%)
9%,
7%
7%
100%




Dwelling ownership
Ownership patterns are differentiated in terms of dwelling types®. The not-owned category includes a small

number of dwellings for which tenure is not specified. The demand projections indicate:

e Anincrease in the number of dwellings that are owned. The increase is from around 6,220 dwellings,
to over 7,500 over the long term. In percentage terms, the relative spilt between owned and not-
owned is 63% to 37%. This percentage is expected to track flat, without significant changes at a total
level.

e |ooking at the percentage shifts, the majority of growth is in owned and detached dwellings, capturing
half (55%) of the growth over the long term. This combination is currently the largest segment and
highlights the importance of detached dwellings. But, in terms of the percentage shift in growth, not-
owned and attached dwellings will see the largest relative shift. This shift is estimated at 66% and is
based on the growing acceptability of attached dwellings, affordability levels and the ageing
population base that require an alternative dwelling typology (vs

By 2052, there will be an additional 1,325 households who own dwellings. It can be assumed that of this
ownership group, a significant proportion is representative of households who have previously held a
mortgage which they have since paid off over the course of their earning years. As such, an increase in the
proportion of households under this ownership type reflects the long-term expectations for more households
to be in the older age cohorts, towards retirement age. The proportion of households in this group in attached
dwellings also increases, but the relative scale is small. Owned-detached dwellings will increase by 1,145
compared to owned-attached dwellings that will increase by 180. This highlights household preferences for
detached dwellings. Importantly, the role of attached dwellings in fulfilling some of the accommodation need
through rented properties is evident in the data. With reference to the proportion of households who do not
own dwellings, this share is projected to remain relatively stable. But the change in absolute terms is an
increase of 750 households renting. This shows the interplays between household growth and the rental
market. But, the nature of rental stock also changes over time, with a larger share of rental stock coming in
the attached group.

Household types
In terms of household types, the demand patterns align with the expected demographic shifts and the ageing

population. The demand shifts manifest across all household types, and income bands and captures life cycles
across the communities.

The shifts in household types show the increase in smaller households, specifically one person and couple
households. These household types include both young and aged individuals. These two household types
currently reside in:

e Detached dwellings accommodating:
o 2,040 one person households
o 2,580 couple households
e Attached dwellings:
o 350 one person households
o 140 couple households.
e Forthese households, the detached/attached ratiois 1:0.1. So, for every 10 households (single person
or couple) living in a detached dwelling, there is 1 living in an attached dwelling. This ratio will increase

15> The distribution of dwelling tenure across dwelling type does not align with the dwelling type proportions of the other household
characteristics. This is due to housing model inputs of ownership data and household type data not aligning. The modelled totals are
prorated to match the estimated dwelling/household totals.
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over time in response to affordability and lifestyle considerations. Over the long term, the ratio will
shift to 1:0.15, which translates into one household in an attached dwelling for every 6.7 households
in a detached house. The rate of change is however relatively slow.

As a group, family households (one and two parents, with children) form a large part of the community and
housing demand. The families account for 42%, or 4,150 households. This share is expected to remain stable,
and the number of families will increase to 5,060 over the long term. In terms of the dwelling demand profile,
family households are expected to see a shift towards attached dwellings, with families in these dwelling types
increasing from 170 to 260 over the long term. Over the long term, family households will continue to
favour/prefer detached dwellings, with the number increasing from 3,980 to 4,800 over the long term — a
growth of 820.

The final household grouping relates to multi-household families and non-family households. Essentially, this
group captures situations where more than one household resides together in the same dwelling. Overall,
this group is small and accounts for 6% of households. This share is expected to remain relatively stable. In
number terms, multifamily households are estimated to grow from 590 to 660 over the next 30 years. These
combined households are larger, with more people and consequently the dwellings tend to be larger. Inturn,
these households tend to prefer detached dwelling options. The reasons for co-living with other households
is often associated with income levels and the cost of living. Demand for attached dwellings arising from this
household grouping is limited, accounting for 3% of this group, and is estimated at between 10 and 20 over
the current and long terms.

Overall, the analysis highlights a slow, but distinct, shift in preference to attached dwellings. The preference
shift relates to an ongoing move in dwelling demand towards higher density typologies and is associated with
the demographic patterns as well as the housing affordability considerations.

Income levels

The growth in dwelling demand can also be expressed in terms of household income levels. Household income
is a central driver of housing choice and the type of dwelling that can be afforded. Different income cohorts
are used to illustrate the outlook across income levels. Importantly, the income cohorts relate to income
during a year and accumulated assets are not represented.

Overall, the share of households in the lowest income band (<$30,000), is projected to slowly increase over
time, increasing from 2,330 to 3,000 over thirty years. This increase will have implications for social
accommodation and assistance, and is beyond the scope of planning.

The relative demand structure across income levels is expected to remain broadly stable with demand changes
associated with changes towards attached dwellings for the lower income cohorts. Households in the sub-
$50,000 income cohort and that reside in attached dwellings account for 4.9% of all households. Over time,
this share will increase to 7.1%. This shift is in response to affordability issues and the ability to find suitable
accommodation. The change in households in the sub-$50,000 cohort is estimated at 1,160 of which 370 will
reside in attached dwellings and the balance (800, 69%) will be associated with detached dwellings.
Households within the sub-$50,000 income cohort is a concern because this component is expected to grow,
becoming more dominant in the local context. Importantly, the ageing population is seeing a portion of
households recorded in the low-income groups, but, this does not reflect ‘asset rich’ households. Therefore,
care is needed when interpreting the shift in households in the low-income cohorts. Regardless, housing
affordability is an important consideration. While planning can affect and influence affordability levels, it has
to support the wider market to deliver enough housing, and at an affordable price point.

The next group of income bands, $50,000 to $100,000, forms an important part of the market accounting for
a third (31.6%) of households. This share will decrease marginally to 31.6% in line with the increase in lower
cohorts —this is a function of households retiring. This group accounts for 3,210 households and will increase
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by 550 over the long term. The middle-income households reveal a strong preference for detached dwellings
with 97% living in this housing format, but it will decline marginally as a preference shift takes place.
Importantly, this shift is relatively slow down to 95% over the long term.

Households at the upper end of the income spectrum ($100,000 and up) account for 15% of households.
These households reveal a firm preference for detached dwellings with 3% of these households preferring
attached dwellings. Over the long term, there is a small shift towards attached dwellings.

2.4.2  Other segments

A portion of dwellings in the district are usually unoccupied. Census 2018 provides a breakdown of the private
dwellings that are occupied, and unoccupied. The unoccupied dwellings are reported in terms of:

e Owners away 6%
e Empty dwellings 5%
e Under construction 0.1%

The unoccupied dwellings include markets and activities like AirBnB as well as dwellings that are long term
vacant. If dwellings associated with these segments are included in the demand assessment, and if the relative
proportions remain stable, then the demand projects need to increase by 5%. A review AirDNA data (covering
AirBnB rental levels) suggests that there are less than 50 rentals in the South Waikato. Therefore only a small
a large share of the empty dwellings appears to relate to the vacant dwellings. AirBnB dwellings account for
around less than 1% of the overall housing stock.

2.4.3 Demand outlook - range

The demand outlook and associated analysis captures several growth scenarios with alternative futures. The
distribution (range) of outcomes is highlighted. Like any forward-looking projections, there are uncertainties.
These are around the short term due to the economic and migration unknowns associated with central
government policy and global and domestic market conditions. Table 2.5 shows household projections for the
scenarios, based on:

e StatsNZ’'s most recent population projections

e Household projections prepared by M.E using parameters and assumptions based on StatsNZ data,

and
e The Medium-high (average) for both the StatsNZ and M.E projections sets.

Table 2.5: Household outlook — Scenarios

2022 2025 2032 2052
Sased Low 9,540 9,580 9,550 8,920
ased on Medium 9,700 9,920 10,280 10,870
StatsNZ
High 9,940 10,270 11,010 12,890
- ME Medium 9,720 9,960 10,360 10,900
M.E Projections -
ME High 9,950 10,280 11,020 12,930
e ion  SNZMed-high 9,820 10,100 10,650 11,880
eAUM-TIEN " ME Med-high 9,840 10,120 10,690 11,910
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The spread of outcomes varies when considering the medium vs the high scenarios. The M.E and StatsNZ
projections, for the high scenarios are 19% higher than the medium scenario. Under the medium scenarios,
households are projected to increase by:

e Short term (3 years; 2022-2025)

o Medium scenario between 220 and 240
o High scenario 330
e Medium term (next seven years; 2025-2032)
o Medium scenario between 360 and 400
o High scenario 740
e Longterm (next 20 years; 2032-2052)
o Medium scenario between 540 and 590
o High scenario 1,880 and 1,910.

There is a sizable gap between medium and high projection sets. To provide a narrower range of potential
outcomes to inform the planning work, the medium-high sets are put forward. This provides a realistic
guantum to inform the sufficiency assessment and housing bottom lines. Importantly, changes in the short,
medium and long term are similar for the SNZ and M.E projections . Under the medium-high projections, the
following growth is expected:

e Short term (3 years; 2022-2025)
o Range: +280

e Medium term (next seven years; 2025-2032)
o Range: +550to +570

e Longterm (next 20 years; 2032-2052)
o Range:+1,220to +1,230.

2.4.4  Margins

The demand outlook presented above forms the base demand. A margin should be added to facilitate market
shifts and to support choice and competitiveness in housing (and business) land markets. Clause 3.22 of the
NPS-UD outlines the required margins, and are at least 15% to 20% capacity in addition to demand. The
margins are applied to the projected change (growth), and not total demand levels.

The preceding household projections and demand analysis identifies the number of dwellings expected to be
required to accommodate household growth. The growth, with the margins can then be translated into land
requirements that are then considered against other aspects like, plan enabled capacity and infrastructure
capacity.

Essentially, this means that the competitiveness margin applies to land capacity, and not to the housing which
can be expected to take up that land. However, the typology and densities associated with the new dwellings
will influence the land requirements. To provide a simple, and easy to understand indication of demand, the
change in dwelling demand (from households) is used to illustrate the size of demand shifts.

Figure 2-2 shows the demand outlook (for dwellings) at an aggregate level, across different timeframes and
for the medium, medium-high, and high projections. The M.E projections are used, and it is acknowledged
that there is only a small difference between the StatsNZ and M.E sets.
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Figure 2-2 —Demand outlook and competitiveness margin
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Total demand associated with local household growth as well as the competitiveness margin under the
medium-high projection series is estimated at:

e Shortterm 2022-2025 +340,

e Mediumterm 2026-2032 +680, and
e longterm 2033-2052 +1,400.

e TOTAL +2,420.

It is important to recognise that the assessment of future housing demand is based on a “Business as Usual”
growth profile. The next section outlines the supply situation and capacity assessment for housing.
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3  Housing Capacity Assessment

The supply of housing is a function of the current estate, as well as the growth potential. The planning
structures and regulations enable the level of additional development that can be delivered. Plan enabled
capacity (PEC) reflects the maximum number of dwelling units that can be developed, or put in place based
on existing planning considerations. PEC is then expanded to reflect market realities, like development costs
and construction prices. In turn, total development costs must be compared against recent sales transactions
to identify the relationship between sales prices and development costs (with a developer’s margin included).
This relationship provides an indication of feasible capacity. Next, total feasible capacity is compared at a price
and affordability, spatially and in terms of typology to identify reasonably expected to be realised (RER)
capacity.

The capacity analysis is based on consent information, development trends, and recent sales data. This
capacity assessment also draws on information purchased from Corelogic and is used in the M.E Housing
Supply Model developed for the SWDC analysis. The model is used to identify the size and nature of the current
and future dwelling estates, including dwelling typology and values. It forms the supply-side platform for the
Housing Affordability assessment.

This section starts with a summary of the current residential estate, how it is structured from a value
perspective. It then progresses the capacity assessment, reporting the plan enabled capacity, feasible capacity
and the realistically expected to be realised capacity. Technical details about the approach are presented in
the sub-sections.

3.1 Current value distribution

The rating information for the residential estate underpins parts of the analysis, including the financial
attributes of the estate. The Land Value, Value of Improvements and Capital Values across the main locations
are estimated (Table 3.1). The count of properties in each location is also shown. We note that the rating
data (assessments) can cover multiple dwellings and can appear to be duplicates. However, such records often
relate to multi-units.

Table 3.1: Base values of residential estate

. . Tirau Residential Putaruru
Tokoroa Residential . .
Zone Residential Zone
Records 5,262 412 1,901
Land Value (LV) 1,030.1 110.5 388.2
Value of Improvements (Vol) Sm 1,033.1 112.3 467.0
Capital Values (CV) 2,063.3 221.3 858.6
Average LV 195.8 268.2 204.2
Average Vol $’000 196.3 272.5 245.7
Average CV 392.1 537.2 451.7
LV as % of CV % 50% 50% 45%
LV Relative to NZ 49% 68% 51%
Vol Relative to NZ 68% 95% 86%
CV relative to CV 58% 79% 67%
Calculations based on Rating Data.
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In terms of the residential rating records, most are in Tokoroa, followed by Putaruru and Tirau. Other
residential activities occur in the rural area, but these are relatively minor and the focus is on the main
residential zones. The residential estate is considerable value and at a total level, the residential estate is
worth more than $3.1bn, including both land and buildings. The total LV component is estimated at $1.5bn
and buildings at $1.6bn.

The average value (Capital Value) of residential properties across the district are:

e Tokoroa $392,100,
e Putaruru $451,700,
e Tirau $537,000.

The information suggests that properties in Tirau are generally (on average) valued higher and is followed by
Putaruru and then Tokoroa. These differences are more pronounced in terms of the Value of Improvements.
The average land value (per rating record) is around 4% higher in Putaruru than in Tokoroa, and 37% in Tirau
vs Tokoroa. Overall, the average property value (based on Capital Value) is 15% higher in Patururu, and 37%
in Tirau relative to Tokoroa.

As expected, the property real estate is of a lower value than the NZ equivalents. The average value in Tirau
is estimated at 79% of the NZ average, compared to 67% for Putaruru and 58% for Tokoroa.

In terms of the distribution of properties, all three locations have properties valued in excess of S1m. Figure
3-1 reveals the distribution of residential properties across value bands.

Figure 3-1: Property Value Bands
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The bulk of properties fall in the $300,000 to $600,000 band. This group captures 76% of properties in
Tokoroa, and 79% of properties in Putaruru. However, in Tirau, this band includes 60% of properties. The
overall value band distribution in Tirau is higher with 77% of properties valued between $400,000 and
$750,000.

The value distribution shows properties at the low (sub-5250,000) and high (over S1m) ends of the spectrum.
At the low end, it appears that these records relate to un/underdeveloped sites. In number terms, the low
value properties are relatively limited, accounting for 5% and 6% of all properties across Tokoroa and Putaruru,
respectively. In Tirau, this share is marginally higher at 7%, highlighting variation in the local property market.
It is expected that these low value properties are likely to exhibit a degree of redevelopment potential. In
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addition, some infill potential could exist on these sites but that is subject to the characteristics of each site,
like the ability to access the backyard, setbacks, and the location of existing buildings.

The upper end of the value distribution sees +$1m properties. These are limited and account 1% of properties
in Tokoroa and Tirau, but 2% in Putaruru. Closer inspection of the underlying data suggests that the
distribution is influenced by a small number of very-high value properties.

The value distribution is based on the Council rating information. The increases in property values in the 2020-
2022 period are well documented and substantial. Over the past two decades or so, residential property
values have increased significantly throughout New Zealand. The increase in residential prices is part of the
business cycle, but are also influenced by factors, like:

o The ease/difficulty of accessing finance,

e high consumer confidence (especially in the lead-up to the GFC and the period immediately after the
Covid-lockdowns),

e constraints on construction capacity,

e strong inward migration,

e overseas investment in New Zealand’s housing market (until 2018),

e interest rates, and

e the tax policy and environment.

However, the domestic residential market is currently experiencing considerable slowdown and real estate
values are declining. Property sales over the past year shows that some property values are above (or below)
Council valuations, but it should be noted that the number of sales informing the percentage difference is
limited (especially for Putaruru and Tirau). The relative differences between sales and CV are:

e Tokoroa +8%,
e Putaruru +3%, and
e Tirau +11%.

There is considerable variation across recent sales values, with some properties selling well below (less than
half) and other around 30% above CV (and selection of properties selling at double their CVs).

The key observations regarding property values are:

e Qverall, property values in Tokoroa are relatively range bound, but Putaruru and Tirau are higher.
This has implications for feasibility because real estate values also reflect local affordability levels.

e Compared to the rest of NZ, local real estate values are suppressed. This reflects overall demand
levels, of which a portion is migration. The relative attractiveness of the real estate market is linked
to the local economy, and perceptions about a location, and historic patterns. The lower values
means that it would be (comparatively) more difficult for developers to achieve the required sales
prices that would trigger development.

The current planning framework enables development across residential zones in the district. The next section
outlines the estimated plan enabled capacity and the associated feasible capacity.

3.2 Development capacity

Development capacity across the three main areas reflects the planning framework as well as development
costs, and potential sales levels. Plan enabled capacity reflects the theoretical maximum capacity that could
be developed.
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3.2.1 Approach

The capacity assessment covers the development process and considers different capacity types. The
approach starts with the relevant planning zones and settings (e.g., lot sizes, height limits, offsets, setbacks
and so forth). Each parcel is evaluated in terms of the ability to accommodate an additional dwelling(s) under
a redevelopment or infill development pathway and the net change in dwellings is estimated (i.e., the changes
after accounting for existing dwellings).

The capacity is based on the current planning structures and looks at the short, medium, and long terms. The
capacity assessment covers three development approaches:

o Redevelopment capacity: reflects the theoretical maximum capacity of existing sites based on their
size, zoning rules, and current use. The redevelopment capacity reflects the maximum number of
units (dwellings) that could be developed on a site based on existing planning rules. Essentially, this
calculation takes the total site area (sqm) divided by the minimum lot size (and similar requirements)
and then subtracts existing units. The result is the additional capacity that could be developed if all
sites are developed to their maximum capacity. Importantly, PEC does not reflect any financial
considerations.

o Infill capacity: relates to the potential to add additional dwellings on lots, without removing existing
dwellings or structures®®. Infill capacity is estimated based on the planning rules and site attributes.
It considers the placement of existing buildings on the site, accessibility to the area that would be
developed (i.e. can the area be accessed), recession planes and so forth.

e Vacant capacity: relates to the number of dwellings that can be developed on vacant properties
based on the planning rules. For this assessment, a property with a small building or where the
value of improvements is less than $5,000, is treated as vacant. On large sites where four or more
dwellings can be developed, we have allowed for a portion of the total site to accommodate
infrastructure, like roads, and amenities. Vacant properties are based on current zoning and the

rating information.

Redevelopment and infill capacity are mutually exclusive, not additive. It is beyond the scope of this
assessment to decide what proportion of development will consist of redevelopment, infill or vacant.
However, the interpretation reflects and integrates this information.

The fourth type of capacity included in this assessment is greenfield capacity. This capacity relates to
previously undeveloped land. For this assessment, development capacity associated with greenfield areas was
based on information provided by the Council,'” as reported in existing documents (e.g., earlier HBAs).

The capacity assessment reflects timeframes that align with the NPS-UD assessment periods:

o Shortterm 2022-2025 (3 years),
o Mediumterm 2026-2032 (7 years), and
o Longterm 2033-2052 (20 years).

These timeframes inform the parameters and values used in estimating the commercially feasible capacity.
The NPS-UD is not prescriptive regarding the approach to follow regarding commercially feasible and
reasonably expected to be realised.

16 Structures below 50m? are excluded i.e. these can be removed.
17 The M.E team did not have any input into estimating the greenfield yields, or the mix of densities and typologies associated with the
greenfield capacity.
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With reference to the feasibility analysis, each property was modelled to determine the likely development
costs. Sales prices were estimated based on observed trends and recent sales and compared against the
development costs (plus a margin). If the sales prices are greater than the development costs, then that
development option is interpreted as feasible. However, this gives an indication of the required price-point
and does not capture the demand side. The final part of the analysis, realistically expected to be realised
capacity (RER), considers this element.

The feasibility analysis considers:

e Costs:
o The cost to acquire the property (land and buildings),
o Expenditure associated with site-preparation, remediation, and infrastructure charges,®
o Construction costs (based on house size and driveway areas),
o Additional costs associated with:
=  Professional services, and
= Developer’s margin (20%).
e Sales price:
o Based on observed sales prices achieved in local markets (by location and including land),
adjusted for size (m?) and then applied to the potential development.

The plan enabled capacity is discussed below and presented in tables showing the breakdown in the urban
areas and capacity by value band.

3.2.2  Plan enabled capacity

The redevelopment capacity is estimated using two potential densities or standards (minimum lot sizes):

e 450m? of site area per dwelling,
e Minimum of 300m? with a resource consent (as Restricted Discretionary Activity).

The plan enabled capacity in estimated for both standards. Table 3.2 summarises the PEC for each standard,
broken down by value band. The PEC illustrated shows the net additional capacity, i.e., the new dwellings that
could be developed if sites are developed to the maximum capacity.

Under a 450m? density, the redevelopment pathway would enable an additional 6,483 dwellings. In terms of
infill, 993 dwellings are enabled under the 450m? approach. As expected, using smaller site sizes (300m?)
returns higher PEC. For the redevelopment approach, smaller sites enable PEC of 14,930, and an additional
2,175 dwellings under the infill approach.

The distribution across value bands reveals that the redevelopment approach sees the PEC capacity enabled
across the entire value-spectrum, and in line with the value distribution of the real estate (Figure 3-1). The
same general distribution is observed for infill capacity. However, a key difference is the relative drop-off in
infill capacity in properties in the +$700,000 band. Apart from some infill opportunities for properties in the
$850,000-$900,000 value band, there aren’t opportunities for infill in these higher bands.

18 | ike development contributions or financial contributions. It also includes costs like telecommunication connections fees and the
like.

24

Document Set ID: 644173
Version: 1, Version Date: 07/12/2023



Table 3.2: Plan Enabled Capacity

Plan enabled capacity

Class limit - § 250m? 300m?

(Current CV) Redevelopment Infill Redevelopment Infill
100,000 170 107 388 182
150,000 21 . 84 12
200,000 167 79 349 355
250,000 913 95 1,566 455
300,000 471 81 1,137 188
350,000 420 68 1,427 108
400,000 1,126 75 2,746 121
450,000 800 90 2,040 142
500,000 790 125 1,809 194
550,000 648 41 1,413 64
600,000 272 130 678 197
650,000 157 52 367 80
700,000 64 20 138 31
750,000 93 - 167
800,000 61 - 107
850,000 8 - 18 -
900,000 42 30 65 46
950,000 5 - 14

1,000,000 3 - 9

1,050,000 2 - 6

1,100,000 14 - 22

1,150,000 5 - 8

1,200,000 27 - 36

+1,200,000 209 - 336 -
SUM 6,483 993 14,930 2,175

The reason for this pattern is due to the overall smaller number of dwellings in higher bands, and with infill
development, the land component is allocated to the existing and infill dwellings. Land values are relatively
low across the district, and allocating land values of one site, across many (development) infill options reduces
the ‘per dwelling’ value (down to a floor value, not necessarily pro rata). Regardless, the analysis shows that
under the 450m? option, infill opportunities are concentrated around the $450,000 to $650,000 mark — a third
of infill opportunities are in this band.

In contrast, opportunities for infill under the 300m? approach are concentrated the lower end of the value
bands with 46% of the opportunities falling in the $150,000 - $300,000 value bands. The value of these
opportunities influences total development costs, that in turn impact feasibility.

3.2.3  Feasible capacity

Feasible capacity is a function of sales prices and development costs, and these aspects are driven by a range
of factors, including:

e Locational preferences which influence sales prices, and ability to generate/secure a property sale,
e Dwelling size and level of finishing (quality of the build).

The feasibility assessment considered the spread of development options along two dimensions:

e Maximum profitability (i.e., largest house relative to the site),
e Realistic sized house that broadly mirrors the size of existing dwellings as observed in the district
(i.e., around the 100m? - 120m?) by adjusting the associated floor area ratio.
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The potential sales values of dwellings are influenced by their location, the patterns observed as well as the
finishing. Recent sales data were reviewed and this information assists in defining sales prices that are applied
to estimate anticipated sales prices for new dwellings. Two price points are used to show the range of
outcomes (in terms of feasibility). These price points were estimated from Tokoroa, Tirau and Putaruru and
they show the pricing for a medium-level and a high-level of finishing. The analysis does not reflect luxury or
bespoke developments because these are normally well in excess of normal prices. Similarly, the analysis does
not specifically reflect Papakainga or social housing developments. The developments have their own financial
requirements, and commercial development rates (e.g. $/m? and typology requirements) do not normally
apply.

Table 3.3 reports the estimated feasible capacity under the mentioned settings and assumptions. Appendix 3
reports the capacity by price band.

Table 3.3: Estimated Feasible Capacity (Price points)

Size —450sgm
Profit maximisation Locally Consistent Sizing
Redevelopment Infill Redevelopment Infill
Estimated Capacity

Medium High Medium High Medium High Medium High
Current 3,177 4,228 1,176 1,213 7 95 84 167
3 Years 3,235 4,278 1,178 1,213 7 109 86 180
10 Years 3,502 4,431 1,187 1,215 13 334 94 223
30 Years 3,946 4,789 1,204 1,217 46 1,139 116 396

Prices (weighted average)

Medium High Medium High Medium High Medium High
Current 853,000 947,250 904,750 982,250 482,250 447,000 470,750 509,250
3 Years 909,750 1,002,250 963,000 1,044,250 496,500 459,750 501,250 549,000
10 Years 1,044,750 1,131,250 1,101,750 1,168,750 621,250 462,250 572,750 637,000
30 Years 1,250,000 1,250,000 1,250,000 1,250,000 838,500 692,500 869,500 969,250

Size - 300sgm
Profit maximisation Locally Consistent Sizing
Redevelopment : Infill Redevelopment ! Infill
Estimated Capacity

Medium High Medium High Medium High Medium High
Current 4,798 7,456 1,429 1,914 161 2,369 113 436
3 Years 4,946 7,647 1,461 1,944 166 2,429 121 479
10 Years 5,355 8,203 1,528 1,982 263 2,785 146 611
30 Years 6,696 10,019 1,707 2,060 1,876 3,405 257 1,046

Prices (weighted average)

Medium High Medium High Medium High Medium High
Current 594,750 673,250 658,250 699,500 464,250 401,250 447,000 504,500
3 Years 644,500 722,750 700,250 745,000 498,250 409,250 476,250 539,000
10 Years 738,250 823,500 808,000 858,000 538,250 468,750 554,000 621,500
30 Years 1,079,500 1,167,500 1,180,250 1,213,000 672,250 744,000 848,750 931,250

Based on the current situation, there is feasible capacity:

e Under the profit-maximisation pathway:
Between 3,177 and 4,228 and under the 450m? size thresholds. This capacity increases to
between 4,798 and 7,456 if smaller lot sizes are used (300m?).
The available capacity using the infill approach is considerably lower than the
redevelopment pathway, and estimated at between 1,176 and 1,213 for the 450m? setting,
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increasing to between 1,429 and 1,914 when the 300m? lot size setting is used.

The price points of the feasible capacity (weighted average) increase over time. The
increase reflects the combined effects of property value increase, construction price
inflation as well as economic growth, which spills over into higher salaries and wages. The

weighted average of feasible capacity is estimated at:
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*  Between $853,000 and $947,250 for the profit maximisation approach (450m?
dwellings) across both infill and redevelopment approach.
= Between $594,750 and $673,250 for the profit maximisation approach when using
the 300m?.
e Using smaller dwelling sizes, that align with locally observed size patterns, shows:

o The overall feasibility levels are materially lower than those estimated under the profit
maximisation approach regardless of the redevelopment or infill pathways. The range is
considerable, under the 450m? size band, the feasible capacity is between 7 and 95 for the
redevelopment approach, and between 84 and 167 for infill. Using the smaller lots (300m?),
the feasible capacity increases somewhat, to between 161 and 2,369 dwellings under
redevelopment, and between 113 and 436 dwellings using the infill pathway.

o The weighted average price for the smaller dwelling approach is estimated at between
$447,000 and $509,250 for the 450m? approach. For the smaller dwelling approach, the
price range is narrower, between $401,250 and $504,500. The Dollar-values increase over
the long term, but the relativity across approaches remain broadly constant.

The difference in price points associated with lot sizes is clear, and is consistent with the general patterns
expected for higher densities (smaller lots enables greater capacity). Smaller lots sizes change the
development economics by altering the cost of land as a portion of overall costs. Price points form an
important input into future affordability and the anticipated level of development. The interplays between
demand and supply are key. If housing products are too expensive, then households would not buy new
dwellings (or be able to secure financing), and developers will not engage in developing. Similarly, if the
potential sales prices are too low and developers can not generate a sufficient margin (to account for risk and
return), then they will not deliver dwellings.

Over time, the relationship between sales prices, real estate values (land values and building values) and
construction process, changes. These shifts combine to alter long-term feasibility rates. These changes are
important because they add to feasible capacity over time.

Redevelopment capacity that becomes feasible on an annual basis is around the 20-30 dwellings (@450m?)
and between 50—65 dwellings for the 300m? approach (under the profit maximization approach). Using
higher sales prices have a somewhat mixed effect. For smaller lots, the feasible capacity increases, but for the
profit maximisation approach with larger dwellings (450m? lots), there is a small negative effect with fewer
feasible capacity. This is due to development costs exceeding the potential sales prices. In terms of infill, the
annual additional capacity that becomes feasible is low for the 450m? option — 15 dwellings per year over the
short term, but declining over the long term.

Considering the locally consistent sizing, the changing financial outlook will enable additional feasible capacity
over the short, medium and long terms. Using 450m? lots, and the redevelopment approach suggests that
higher sales prices need to be considered otherwise there is unlikely to be any feasible capacity of substantial
scale. Using smaller dwelling sizes, again highlights the effects of long-term value-shifts. Using higher sales
prices might trigger developers to undertake development, but the higher prices also mean that large parts of
the market are priced out. The analysis highlights that under the 300m? lot size setting, the redevelopment
approach offers additional capacity over the 30 year period, of 35 to 85 additional potential units per year
(excluding capacity that is already feasible). Under the infill approach, annual feasible capacity coming online
is considerably lower, estimated at between 5 and 20 dwellings (long term).

The feasible capacity analysis suggests that there is meaningful feasible capacity and, over time, additional
capacity will become feasible. However, from a developer’s perspective (profit maximisation), there is only
limited change in the feasible capacity over the long term. Under the profit maximisation approach, the
temporal shifts will add 10% (average across redevelopment and infill approaches) capacity over the long term.
In other words, properties that are currently identified as feasible form the bulk of long-term feasible capacity.
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In contrast, feasible capacity under the locally consistent sizing sees marked growth over the 30-year period
compared to the current feasible capacity (within this category). Under the smaller dwelling-approach, the
shifts in costs will see feasible capacity increase considerably. Importantly, the percentage shift is greater than
that observed for the profit maximisation approach (13%), but the scale varies considerably — ranging between
32 and 1,044 for 450m?approach and 144 and 1,715 for the 300m? approach (local sizing)

In summary, the feasible capacity depends on the underlying assumptions about:

e pricing,
e size (building and lot), as well as
e the development pathway (redevelopment or infill).

The long-term feasible capacity is estimated at between:

Average
Profit Maximisation Locally Consistent Sizes
450sgm 2,789 424
300sgm 5,121 1,646

Using the NPS-UD guidance, the feasible capacity that should be considered is the 300m? lot size, and the
profit maximisation approach i.e., 5,121. This estimate includes high value developments (>$1.5m) and this
must be considered in a way that integrates local affordability considerations. The next section adds
affordability constraints to estimate sufficiency in the context of realistically expected to be realised (RER)
capacity.

3.2.4  Realistically expected to be realised (RER) capacity and Sufficiency

This section deals with Reasonably Expected to be Realised (RER) capacity and is the last component of capacity
to enable residential sufficiency to be estimated. Clause 3.2 of the NPS-UD specifies that Councils must provide
at least sufficient development capacity in the district to meet the expected demand for housing:

1. inexisting and new urban areas; and
2. forstandalone and attached dwellings; and
3. inthe short term, medium term, and long term.

Development capacity must be plan enabled, infrastructure ready, feasible and reasonably expected to be
realised and include the appropriate competitiveness margin.

RER can be estimated using several approaches and it generally reflects the probability that a development
will progress. The feasible capacity reflects the price points at which developers will undertake development,
and this integrates the development’s attributes (e.g. size, location) as well as the risk profile and associated
return. Decisions to develop are influences by the development’s financial features as well as the real estate
market. Potential buyer preferences and trade-offs also feature.

How a development compares against the overall market influences decisions. This means that the entire real
estate market, as well as the entire population should be considered. Taking a wide perspective suggests that
it is inappropriate to look at net change in isolation. That is, it is not appropriate to compare the change in
population (households) against the change in residential activity (i.e., the new builds); the population
considers the existing and new estate when making accommodation decisions. Affordability is an important
part of the overall development landscape.

28

Document Set ID: 644173
Version: 1, Version Date: 07/12/2023



The RER capacity considers greenfield capacity as well as the infill/redevelopment capacity. Greenfield
capacity is based on Council information®® and reported information about infrastructure capacity. The RER
assessment considers that Council information. The greenfield capacity is qualified? based on natural hazards
(flooding) and infrastructure capacity.

The greenfield areas are adjusted to reflect the effects of flooding hazards by removing a portion of the area
to reflect the assumed constraints. Areas identified as exposed to flooding are reduced by 50%. Similarly,
those areas where a design approach could be an opportunity to deal with flooding sees a 25% reduction in
assumed (usable) capacity.

The yield across greenfield areas is a function of minimum lot sizes assumptions. Before the yield is estimated,
a portion of developable land is allocated to services, like roads, stormwater and amenities. Table 3.4
summarises the greenfield areas as well as the yields, based on infrastructure considerations and hazard
information across two densities (300m? and 450m?).

Table 3.4: Greenfield capacity (ha)

Infira Flooding hazard
structure Flooding Design around OK
Area in Ha

Existing 3.5 9.5 -

Connections available - 6.8 5.6

Upgrades required - 8.2 -
Yield @300sgm

Existing 40 160 -

Connections available - 115 127

Upgrades required - 138 =
Yield @ 450sgm

Existing 26 107 =

Connections available - 77 85

Upgrades required - 92 -

Source: Calculations based on Council information

It was assumed that the necessary infrastructure is (will be) available to accommodate the growth patterns.

Households have choices about the type and location of dwellings they purchase to live in. A portion of the
residential market reflects rental accommodation. There is a link between property values (financial yields)
and rent levels. Itis beyond this assessment to estimate rental levels.

Affordability, and ability to service a mortgage, are key considerations informing the RER. The RER calculations
incorporate temporal shifts, including:

e Changing development costs,

e Changing household affordability levels,
e Sales price shifts,

e The mix of greenfield vs infill growth.

19 As indicated in the Tokoroa Urban Area Housing Assessment (June 2022).
20 Based on M.E’s interpretation.
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The RER analysis considered the split between infill and greenfield developments. It is assumed that greenfield
developments will be delivered in a way that is both affordable (to households) and profitable (to
development, reflecting risks).

The RER analysis reflected different shares of demand that is accommodated via greenfields. Using the Council
identified greenfield areas, adjusting these for hazard (flooding risks), and using lot size assumptions provides
an ability to estimate the yields. The potential effects of managing hazards on greenfield lots is expected to
reduce the yields. However, the specific scale of such a downward effect will need to be assessed in more
detail to get a firm indication of the greenfield yields. The greenfield capacity is estimated at:

e 300m? 580 units (up to 759 if no allowance is made for flooding hazards),
e 450m? 387 units (up to 505 if no allowance is made for flooding hazards).

Affordability is a key constraint on the RER and the analysis considers this aspect. The analysis shows that
there is capacity in the medium to high value bands. However, once income levels are also factored in, then
there is mismatch between the price points at which capacity becomes feasible, and what households can
afford.

Figure 3-2 illustrates the distribution of capacity (at price points) and demand. Demand is based on the
number of households that can afford dwellings in the different price bands?%. High income households can
afford lower-valued properties. However, downward mobility is limited to reflect owner-occupier patterns
(and not investor behaviour). If investors are included, then deposit requirements, and loan terms have to be
adjusted for risk and banking terms.

Figure 3-2: Feasible Capacity (price point) vs demand (affordability)
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The figures show the distribution of demand across value bands for the 3-year outlook and integrates price
changes associated with:

e The real estate market price shifts,

e Construction costs,

e Development costs,

e |abour costs (salaries and wages, household income levels).

The key point illustrated above is the general lack of feasible capacity at the lower end of the market, at
affordable levels. This holds regardless of which development approach is used. There is a threshold below
which commercially feasible capacity appears to be lacking with the analysis suggesting that:

e For the locally consistent sizing approach the threshold is:

21 The household affordability is based on the value of dwellings, 6% mortgage rates, 30-year term and a 30% deposit.
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o Circa $450,000 under a 300m? size limit

o Circa $400,000 under a 450m? size limit
e For the profit approach the threshold is:

o Circa $550,000 under a 300m? size limit

o Circa $800,000 under a 450m? size limit

The thresholds are the ‘lower bounds’ of the price points, and interplays between lot sizes, building costs and
affordability mean that in some instances capacity is associated with redevelopment of lots and in others, it is
associated with infill.  With reference to the locally consistent approach, the capacity is less than that
associated with the profit approach, but is it also at a lower price level.

Local affordability places a significant binding constraint on the development expectations across the district,
reducing RER capacity. This means that only a portion of total capacity is realistically expected to be realised.
While there is sufficient capacity from plan enabled and feasible capacity perspectives, affordability
constraints mean that a portion of capacity is unlikely to be progressed (from a mainstream market
perspective).

The potential to accommodate growth via intensification and greenfields development is considered by
comparing the relative shares under different allocations. The allocations vary the share of growth
accommodated through intensification (redevelopment and infill) and greenfields.

The total greenfield capacity is estimated at between 387 and 580 units. This means that, at the maximum
and over the long term, between 19% and 28% of growth can be accommodated via greenfields. These ratios
are across the district and will vary as a spatial lens is applied.

Sufficiency

The sufficiency assessment considers greenfield capacity, infill capacity as well as development costs
associated with the different development options. The feasible capacity is compared against affordability
constraints to assist in estimating the RER and sufficiency. The sufficiency is discussed for the three NPS-UD
timeframes and the observations for the main towns are highlighted. Importantly, the share of growth
occurring via greenfield is based on available greenfield capacity as well as an assumed share of growth. The
assumed shares of growth accommodated via infill/redevelopment are:

e Shortterm 30%,
e Medium term 35%,
e longterm 40%.

Short term period - three years

The short-term growth profile of Tokoroa suggest that, based on the assumed infill proportions (30% of growth
accommodated via infill), then 41 dwellings via infill growth is required. The greenfield component is
estimated at 187 dwellings and compares favourably with identified greenfield capacity (approximately 200).
Affordability is expected to be an important consideration for the housing market. A portion of household
demand growth is expected in the low-income bands, where housing affordability is capped at properties
values $350,000. Due to feasibility and risk considerations, the commercial development sector is unlikely to
address housing gaps in this segment. Demand in this segment will need to be addressed through non-market
development approaches e.g., Kainga Ora and social housing providers.

The feasibility analysis highlighted that if developments are completed in a way that aligns with, and are
sensitive to housing affordability metrics, then the price-points could be lowered. This includes smaller lots
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and smaller houses. While a portion of demand will still not be able to afford a dwelling, the overall sufficiency
situation improves marginally. These observations suggest that the infill-capacity is sufficient over the short
term (in Tokoroa). The same observation is relevant for the greenfield segment.

In Tirau, the situation is more straight forward. It is understood that there are no greenfield options in this
location and growth needs to be accommodated via infill capacity. Using the infill-greenfield split assumption
(30% - 70%) suggests that infill demand is 10 dwellings and greenfield demand approaches 25 dwellings. Again,
an important aspect relates to the affordability of options — a large portion of demand will only be able to
afford low value dwellings, but it is difficult to see the mainstream market delivering properties within the low
value bands. For the >$500,000 value bands, infill capacity is greater than demand, but only a share of this
will be developed. The short-term outlook is that the development capacity in Tirau is available, but there are
affordability issues that will limit the uptake of these opportunities.

Putaruru is expected to face the same affordability constraints and, again, the location does not have identified
greenfield capacity. The location does however have several large, infill sites meaning that a strict infill-
greenfield perspective is likely to be somewhat misleading. Overall, there is sufficient feasible capacity, but
affordability considerations mean that the local market will face some challenges to accommodate all growth
(especially at the lower end of the property value-bands).

Medium term — next seven years

Over the medium term, the growth patterns across the district will translate into additional demand. Shifts in
the relationship between land values, the value of buildings, construction costs and household income levels
all combine to change the price-points at which housing developments become feasible. For the medium
term, the share of growth accommodated via infill is assumed to be 35%.

In Tokoroa, the growth projections suggest that total demand over the medium is estimated at 380 dwellings
(over seven years). Applying the 35%-65% split suggests that the growth needs to be accommodated via:

e Infill 133,
e Greenfield 248.

Affordability issues mean that a large portion of growth is associated with demand in the sub-$500,000 value
bands. There will be some churn in these segments with around 200 households requiring accommodation in
these bands. The role of social housing providers, and the rental market, is highlighted.

There is sufficient greenfield capacity to accommodate the anticipated growth. This observation is based on
greenfield capacity of 242 over the medium term, based on minimum lot size of 300m? as well as a 25%
allowance to cater for hazards (e.g., flooding). In addition, it is assumed that around a third of the developable
area will be used for amenities, driveways and so forth. Growth is marginally higher than the ‘new capacity’
that become available over the medium term. However, there is surplus greenfield supply at the end of the
short term. This surplus remains available to the market and is included. Therefore, the available greenfield
capacity is estimated at approximately 310 dwellings — sufficient greenfield capacity based on the underlying
assumptions.

In terms of infill capacity, the analysis suggests that there is considerable capacity available in Tokoroa, but the
price points (for the feasible capacity) are associated with the middle and higher value bands. It is assumed
that a portion of dwelling demand (for growth) will be accommodated through the rental market, and that
new dwellings will be delivered in response to rental market growth. Notwithstanding this assumption, a
portion of dwelling demand is likely to remain un-serviced. This portion relates to low-income households
where household affordability levels mean that dwellings of up to $400,000 would be affordable.
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In Tirau, total demand is estimated at 68 dwellings over the medium term. Of this, 24 is associated with infill
developments and the balance (44) relates to greenfield developments. However, there are no large
greenfield development options. Feasible infill capacity is in the >5400,000 value bands. Looking past the
price points suggests that there is sufficient capacity. However, local affordability considerations mean that
the RER capacity will mostly target the higher income households. There is sufficient capacity for these
households but given the practical consideration associated with infill development vs greenfield
developments mean increasing pressure to pursue greenfield development can be expected. This is because
it would be easier to align housing products (new developments) with market demands (housing attributes).

The Putaruru situation is similar, with considerable feasible capacity, but a mismatch in terms of the price
points and household affordability levels. Demand growth is estimated at 121 dwellings over the medium
term, with infill-greenfield portions at 42 and 79 dwellings respectively. There is capacity in the mid-high value
bands (circa $600,000 to $S800,000). As mentioned earlier, there are large infill opportunities, that could
address portions of the demand profile, but affordability will remain a challenge. At a total level, there appears
to be sufficient capacity.

Long term outlook — next 20 years.

Over the long term, it is assumed that infill will capture an increasing share of growth. It is assumed that 40%
of growth will be accommodated via infill development. Based on this share of growth, there is a shortfall of
greenfield development capacity in Tokoroa — estimated at 293 dwellings. This shortfall is based on the
assumed minimum lot sizes (300m?) and allows for a portion of available land to be used for internal roads,
amenities and so forth. The deficit is sensitive to the assumed infill-greenfield splits. Using a 30% rate suggests
that the greenfield shortfall is 389 in Tokoroa. This excludes any competitiveness margins but reflects surplus
capacity from other periods carried over.

In terms of sufficiency relating to infill capacity, in Tokoroa, infill and redevelopment capacity starts around
the $400,000 mark, and increases towards the higher value bands. The analysis suggests that it is likely that
demand will be satisfied for most income bands except low-income bands. Affordability is a constraint for
households in the lower income cohorts, and social housing will be needed to accommodate shifts in these
households. This requirement remains even if the existing real estate (all properties), and its ability to
accommodate a portion of low-income households, is considered. The analysis shows the demand in the low-
income bands is estimated to grow by 350 households.

Looking at the wider market, and households that can afford dwellings in the real estate (including the growth
component) suggests that there is sufficient capacity to cater for growth in the >5400,000 value bands;
specifically in terms of the infill demand component. The RER analysis highlights that available capacity, and
the potential price points align with expected growth and affordability (ability to pay).

With reference to Tirau, the infill component is relatively small, and is estimated at 58 dwellings, compared to
greenfield development of 87 dwellings. The available infill opportunities are broadly aligned with demand
(affordability) levels and, apart from the low-income households, the RER is distributed across affordable value
bands. There appears to be a small portion of capacity that is concentrated in some value bands ($650,000 to
$700,000). It is acknowledged that Tirau does not have greenfield capacity, and the associated demand is
excluded from the infill capacity. This will need to be provided for and infill capacity is unlikely to be able to
accommodate all demand.

The Putaruru situation mirrors the patterns identified above. The infill-greenfield spilt is estimated at 104 —
156 dwellings, respectively. The price point of capacity suggests that there is limited feasible infill capacity
below $350,000. At the other end of the spectrum, there is feasible capacity within higher value bands
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(+51.2m). Around 9% of the feasible capacity would need to be developed in response to infill demand. The
analysis shows that most infill capacity is associated with redevelopment of properties. The other
development pathways shows that while there is capacity, large shares of the capacity would need to be taken
up (e.g., 42% to 78%) to accommodate growth. These observations suggest that some greenfield capacity will
be needed over the long term to accommodate growth.

3.2.5 Other observations

Two important points become clear during the capacity analysis:

e The degree of movement in feasible capacity varies between the development pathways, and
e Using smaller lot-minimums has a marginal effect on affordability.

The analysis shows that under both the 300m? and 450m? lot size assumptions, the available feasible capacity
shifts upward as expected. However, under the larger lot size assumption, the change is relatively muted,
especially for the infill approach and the profit maximisation approach. This means that based on market
dynamics, the additional capacity that becomes feasible is relatively muted, and that most of the long-term
capacity is already feasible. The current redevelopment potential is estimated at between 3,177 and 4,228
and the scale of change is between +13% and 24% over thirty years (this is the effects of price changes over
time).

Looking at the locally consistent price approach, the scale of feasible capacity increases over the long term,
but the opening values are small. For example, redevelopment potential using the locally consistent sizing
suggest that there are currently between 10 and 95 feasible redevelopment opportunities. Over thirty years,
this range increases to between 50 and 1,140. The number of infill opportunities are estimated at between
84 and 167, increasing to 116 and 396 (depending on the assumed sales prices). The shifts are too small to
accommodate growth, highlighting the need to consider alternative options. In addition, the price points at
which the capacity will be feasible from a developer’s perspective is towards the higher value bands, and not
in the affordable value bands.

Even though the same observations hold for 300m? lot sizes, the scale of capacity is greater. The trimmed
mean (i.e., ignoring outliers) shows that using smaller lots sizes delivers double (2.1 times) the capacity
associated with 450m? lots. In terms of the effects on price, using smaller lots has a material impact on
lowering prices if the profit maximisation approach is used —the smaller lots return development opportunities
that are around 70% of prices associated with the larger lots. Over time, the difference reduces to between
86% and 93% (redevelopment pathway over 30 years). The price difference for locally consistent sizing
approach is not as distinct, varying between 95% and 98% of the larger site approach.

As part of the analysis, the minimum lot size was reduced to assess the effects on affordability. The interplays
between enabled capacity and pricing are important. If lot sizes are reduced to 250m?, then the feasible
potential for infill falls. This is because the margin associated with cost of acquiring the land, developing
dwellings, and then selling the development is not enough to warrant taking on the risk. Over the long term,
and using profit maximisation approach shifts the weighted average price point to be between $930,000 and
S1.1m. Using locally consistent sizing, the weighted average price is surprisingly higher than the 300m? sizing.
This masks the distribution across the value bands. While capacity does not come through at a lower price-
point, there is additional capacity in the $600,000 value band (30 year) pointing to an improvement in choice
for dwellings at the lower-mid income bands.

Reducing lot sizes to 200m?, has a marginal downward effect on prices (slightly more affordable), with the
profit maximisation approach seeing a decrease of around 20% to 25% for the redevelopment pathway. The
infill approach does not yield an increase in total feasible capacity because the relationship between sales
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prices for small dwellings, and the development costs is not linear —a smaller house is not necessarily cheaper
on a per square meter basis. Some costs are fixed, and the potential sales price is too low to generate sufficient
profit margin (i.e., not enough to cover risks). While the total feasible capacity is lower than the 250m? option,
there is still more capacity than under the 300m? approach (except for the infill and profit maximisation
approach).

3.3 Key metrics - Sufficiency

The sufficiency analysis considered the distribution of feasible capacity across value bands, by location and the
potential demand. The shortfall/deficit position is estimated by reconciling the household demand across
value bands, the estimated capacity and the shifts over time. Both greenfield and intensification capacity is
considered. The greenfield capacity that is developed is assumed to accommodate (equivalent):

e Shortterm 70% of growth,
e Medium term 65% of growth,
e longterm 60% of growth.

The analysis suggests that there is sufficient capacity to accommodate growth across the three main locations
over the short and medium term. However, it is assumed that a portion of growth in Tirau and Putaruru will
be accommodated via greenfield development even though there aren’t greenfield sites in these locations.
Therefore, there is a shortfall in these locations, for greenfield development options. The ability to
accommodate ‘greenfield growth’ in the existing urban areas through infill or redevelopment instead of
greenfield was considered. There is sufficient capacity to accommodate growth even in the absence of
greenfield options. However the role of greenfield development in the local context needs to be
acknowledged, especially over the medium and long term when the scale of growth suggests that it would be
difficult to accommodate all growth via intensification. Some greenfield development opportunity will be
required.

Tokoroa has sufficient capacity over the short and medium term, with enough greenfield and intensification
capacity. But, over the long term, a shortfall associated with 288 dwellings is identified.

The land area to provide, in response to the shortfall is estimated using the 300m? minimum lot size (but this
could differ). Additional area for roads and amenities is included in the assessment. Areas associated with
other land uses, like retail centres, or education (schools) are not included. The long term will require
greenfield capacity across the district in the order of:

e Tokoroa 12.4ha,
e Tirau* 3.7ha,
e Putaruru* 6.7ha.

(* influenced by the greenfield assumptions)

The above estimates show the area needed to address the identified shortfall. Adding the competitiveness
margin to the above estimates increase the land requirements to:

e Tokoroa 15.5h3,
e Tirau* 4.3ha,
e Putaruru* 7.7ha.

(* influenced by the greenfield assumptions)

The sufficiency assessment acknowledges the interplays between dwelling affordability and commercially
feasible requirements for developers. The ability to accommodate lower income households through
mainstream market development is constrained by financial requirements, specifically the need to generate a
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high enough sales price to support a return (covering risk and capital inputs). The ability of the local rental
markets to offer residential accommodation for the lower income households was considered.

The number of dwellings (entire real estate) in the lower value bands were compared against the number of
households that are unlikely to afford dwellings (i.e., mortgage costs). The comparison shows that currently,
there are moderate level of challenges in the Tokoroa market to accommodate lower income households.
Over the medium to long term, the pressures are expected to become more challenging due to affordability
issues, and the rate of price changes (inflation). In Tirau, moderate challenge to accommodate lower income
households through the rental market can be expected over the long term. In Putaruru the ability of the
housing market to accommodate lower income households is not expected to experience challenges over the
long term.
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Part 2: Business land assessment
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4 Business land demand outlook

The community’s wellbeing is influenced by the size and structure of the local economy. Economic activity
captures transactions between businesses and households, and includes the flow of goods and services
between economic actors. Providing enough business land, in appropriate locations, is important because it
supports economic growth and activity by enhancing efficiency. In turn, business locations must be in locations
that minimise externalities and wider costs, like emissions, reverse sensitivities, transaction costs.

This section describes the business land demand outlook and key observations. The section starts with a brief
overview of the economic and employment outlook. The employment estimates are translated into land
requirements. The parameters and approach used in this process are summarised to maintain transparency.

4.1 Economic outlook

The link between business land and economic activity is well documented. As the economy grows and
changes, new business land is required to accommodate growth. This business land assessment draws on
economic projection work completed as part of the Waikato Integrated Scenario Explorer (WISE) project. WISE
is a dynamic, spatially-explicit computer simulation model that integrates economic, demographic,
environmental (climate, hydrology, water quality, biodiversity) and land use (suitability, accessibility, local
influence, zoning) information to assess the effects and trade?’. The WISE tool was developed with the
objective to support the evaluation of different policy and planning strategies, and scenarios in the context of
long-term integrated planning as required by the Local Government Act and the Resource Management Act.

The WISE economic and employment projections are summarised below.

41.1 Value Added Outlook

There are several sources offering GDP or Value Added (VA)?® information. These include official (StatsNZ) and
private providers (Infometrics, Berl and M.E). A high-level review of these sources revealed that they are
broadly consistent in terms of the total GDP but there is some variation at a sector resolution. Similarly, the
number of sectors reported varies. Some sources report sectoral GDP across 40 to 50 sectors, whereas others
report around 20 sectors. This difference reduces direct comparability. Further, these sources are historic,
looking at past performance. There is limited work around the future economic situation and growth outlook.
The analysis draws on the growth profile outlined in WISE, with minor adjustments to some sectors to reflect
recent patterns.

We note that Berl is preparing?® an economic development strategy and that economic modelling work is
informing that process. Initial headline GDP estimates put the South Waikato economy at $1.4bn GDP%. The
growth outlook is based on scenarios, reflecting:

e abusiness-as-usual pathway,
e a pathway that is the same as Waikato pathway,
e apathway that is the ‘same as NZ’, and

22 More information can be found at: https://www.waikatoregion.govt.nz/services/publications/tr201616/
23 Value Added (VA) and GDP are similar, and the core difference relates to how tax is treated.

24 At the time of writing (July-August 2023)

25 Sourced from Berl. Infometrics’ data put the economy at $1.5bn (at $2022 prices).
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o different headline growth rates (e.g., 4.3%, 5% and 6.74%).
Under the business as usual growth rate, the economy is projected to growth to $1.7bn over the next thirty
years.

WISE has a different starting point, base year, and growth rates associated with the medium and high
scenarios. These are higher than that implied by the Berl work (BAU scenario). The percentage change in GDP
or VA is across the different sets between 2022 and 2052 are:

e Berl BAU scenario +24%,
e WISE medium +33%,
e WISE high +40%.

The other scenarios modelled by Berl all return considerably greater percentage shifts. The 4.3% growth
scenario return a 255% change. Crucially the Berl runs are draft and liable to change. The scenarios point to
the spread of potential outcomes. Regardless of the scenario used, the district’s economic outlook is positive,
with growth over the long term. The Berl projections are at a headline level without any sector-level data.
This removes the ability to compare sector-level growth projections and the anticipated change. M.E has
visibility of the WISE projections, and this work also informs the growth modelling, land use planning and
district plan reviews across the wider Waikato region. Therefore, this business land outlook for South Waikato
District adopts the WISE projections.

4.1.2 Employment growth

Detailed sectoral employment data is available and can be used to show historic trends and patterns. This
data also informs the projection work (in WISE). Based on the most recent Business Demography Survey (from
StatsNZ), the local economy employs 9,930 MECs and the sectoral structure is below (Table 4.1).

Table 4.1: Employment levels (MECs)

Sector R;\ﬂiiz q % of employment
A Agriculture, Forestry and Fishing 2030 20%
B Mining 0 0%
C Manufacturing 2040 21%
D Electricity, Gas, Water and Waste Services 90 1%
E Construction 660 7%
F Wholesale Trade 250 3%
G Retail Trade 780 8%
H Accommodation and Food Services 450 5%
| Transport, Postal and Warehousing 350 4%
J Information Media and Telecommunications 30 0%
K Financial and Insurance Services 60 1%
L Rental, Hiring and Real Estate Services 140 1%
M Professional, Scientific and Technical Services 370 4%
N Administrative and Support Services 180 2%
0 Public Administration and Safety 290 3%
P Education and Training 890 9%
Q Health Care and Social Assistance 910 9%
R Arts and Recreation Services 90 1%
S Other Services 340 3%
SUM 9,930 1
MEC — Modified employee count; a headcount of employees and adjusted for working proprietors
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Two sectors dominate the local economy — agriculture and manufacturing. These sectors include activities
like:

e Dairying, and agriculture support services, forestry, and logging, and
e Wood product manufacturing, paper and pulp product manufacturing, and dairy product
manufacturing.

In addition, the local service economy includes retail, education, professional services as well as administrative
activities. A detailed description of the current economic profile is beyond the scope of this work even though
the economy was analysed as part of the demand profiling®.

The district’'s employment is projected to grow, but after accounting for productivity shifts and structural
changes, the overall growth is relatively low. The percentage change and compound growth for the NPS-UD
periods are summarised in Table 4.2 and the sectoral employment shifts are presented in Appendix 4. The
appendix shows the values for the medium and high WISE scenarios.

Table 4.2: Employment growth estimates
Percentage change

(Compound growth) Medium High
1.9% 2.2%
2022-2025 (0.6%) (0.7%)
4.1% 8.8%
2025-2032 (0.6%) (1.2%)
6.6% 8.5%
2032-2052 (0.3%) (0.4%)

Source: Calculations using WISE data with minor adjustments

Compared to NZ and the Waikato, the growth outlook is more subdued. This is due to the nature of the
economy, with a small number of large businesses and sectors dominating activity and supply chains creating
a specialised economy.

In terms of growth, employment change across the overall economy is estimated as:

e Medium scenario:
o 2022-2025 200
o 2025-2032 390
o 2032-2052 710
o Total 1,300
e High scenario:
o 2022-2025 210
o 2025-2032 880
o 2032-2052 950
o Total 2,040
The sectors will grow at varying rates. The differential growth rates must be considered when estimating
demand because sectors have varying land requirements. Figure 4-1 shows the additional employees

associated across broad sector groups for the medium and the high scenario (from WISE).

26 The economic development strategy work being completed for Council by Berl should contain a detailed description of historic
economic performance rates, GDP/VA, employment, productivity rates and the links to households.
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Figure 4-1: Sectoral Growth Patterns (long term)
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As expected, the high scenario will see higher employment needs. But, under this scenario, growth is slightly
less concentrated in population-related sectors. That is, under the medium scenario, employment totals are
driven by population and shows up in sectors like:

e Social services (education, health, and social assistance) with 40% of overall employment growth
seen in these sectors.

e Professional services and personal services account for another 30% of employment growth,
accounting for 17% and 13% of long-term employment growth respectively.

e Manufacturing job-growth is expected to account for 19% of the employment shift.

e Combined, these sectors account for 89% of growth.

Under the high scenario, employment increases are marginally less concentrated in these sectors, even if they
do represent most of the growth. For example, social services” share of growth is 25% (vs 40%). The total
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share of growth associated with these sectors under the high scenario is 75% (vs 89%) — three quarters is still
a considerable share. Other sectors with noteworthy shares include:

e FIRE -Finance, Insurance and Real Estate 9%
e Construction 7%
e Wholesale and transport 7%.

While the concentrated nature of growth is important, the difference between the two scenario’s growth
patterns is significant. Firstly, the spread between the two scenarios is considerable, highlighting the risk of
under-preparing for growth. Secondly, the nature of growth differs with medium scenario seeing growth more
clustered around ‘office-type’ activities.

The second point is captured in the demand modelling by considering sectors individually. The modelling
highlights insights into the spread of outcomes and business land demand across sectors, and over time. These
insights are crucial for the wider planning processes.

4.2 Sectoral-spatial relationships

After distributing employment growth spatially across the district, the next task is to estimate land
requirements based on implied demand. The employment projections are translated into land and floorspace
requirements using a set ‘space per worker ratios’.

Sectoral land use patterns are based on 15 different space types and the economic sectors in the modelling
are associated with these space types. This has been done for all sectors across the entire economy and some
sectors can occupy different space types. As an example, Local Government Administration is split across
Office Commercial and Other Built Commercial space types. This is because local government’s activities cover
office-based, and non-office-based activities (ranging from workshops to libraries, to community centres.
Using a matrix structure enables growth to be translated into land requirements using a reasonably fine-
grained approach that acknowledges nuances.

Table 4.3 shows an example of the sectoral-spatial relationships.

Table 4.3: Example of space type requirements by industry

Industry i3 . Office Retail Hiege . Shops Retail Accommodation Warehouse Factory Yard Commercial
Commercial Commercial

Agriculture, forestry and fishing support services 0.20 - - - - 0.20 0.20
Other food manufacturing 0.02 - - - - 0.17 0.69 -
Retail Trade - 0.66 - - 0.34
Local government administration 0.50 - -
Information media and telecommunications 0.59 - - - - 0.23 0.18
Sheep, beef cattle and grain farming

Industry Yard Other Bui.lt Other Bt,l"t Education outdouf Outdo?r Outdoor Rural

C Commercial Industrial

Agriculture, forestry and fishing support services - - - - 0.40
Other food manufacturing 0.12
Retail Trade - -
Local government administration - 0.50
Information media and telecommunications - - - - - -
Sheep, beef cattle and grain farming - - 0.10 - - - 0.90

Source: Market Economics

The table shows the relationship between employment, and the share of employment broken down by space-
type. A single business within an industry may require a range of different space types. The mix varies across
sectors, and for example a farm is unlikely to require a large portion of office space. In addition, a warehouse-
based business is likely to require much more land and floorspace for each employee to occupy than an office-
based business.
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The different space requirements are aggregated to reflect three broad categories. The aggregation is based
on the similarity of activities across several sectors, and to address size issues (i.e. to remove uncertainty for
some small sectors). Three broad categories were identified:

e Industrial: This covers both heavy and light industry. Heavy industrial activities need to be
appropriately buffered from more sensitive activities such as residential land uses. Light industrial
activities may capture the same set of ANZSIC codes, yet due to scale or nature of production
processes, do not require the same level of buffering. Industrial activities include, yard-based storage,
transport and distribution, construction, utilities, and wholesaling.

e Commercial: As well as capturing commercial office activities and public administration, commercial
activities capture paid accommodation, health and some education.?’

e Retail: This captures all forms of retail and personal retail-based services such as repairs and
maintenance of household goods, hairdressing and other personal services plus a few categories of
commercial activity including real estate agencies, dentists and optometrists.

Although the framework includes rural activities, we have excluded these as it is not relevant to urban and
business capacity. Farms already exist across most of the South Waikato District, and it is unlikely that more
rural land could be ‘zoned’ (i.e. converting land use back to agricultural use). Further growth in farm
employment will mean intensification of workers on existing farms, or converting farming to another type (e.g.
forestry to sheep and beef).

The ratios illustrate how employment density is distributed across space-types. The employment densities,
across sectors provide the final building block to estimate total land demand. Nationwide data relating to
employment and land use/space types were used to estimate the relevant ratios. These reflect zoned and
occupied areas, employment, multiple locations, co-location and so forth. The nationwide ratios were used
because the local ratios revealed large disparities and are impacted by outliers, reducing usefulness. Table 4.4
shows the range of values as identified across the wider NZ and the values used in the assessment.

Table 4.4: Employment to Floorspace and Land conversion ratios

Office--- Shops-—
Range = . Office---Retail = ) Shops-—Retail Accom. Ware house Factory
Commercial Commercial
FloorSpace per Employment (SQM)
Min 13.0 20.0 10.0 15.0 15.0 100.0 80.0
Max 100.0 100.0 100.0 100.0 200.0 200.0 200.0
Inuse 20.0 27.0 27.0 47.0 100.0 167.0 138.0
Land Use per Employment (SQM)
Min 13.0 20.0 10.0 15.0 15.0 100.0 80.0
Max 100.0 100.0 100.0 200.0 400.0 600.0 500.0
In use 25.0 45.0 45.0 78.3 142.9 417.5 345.0
Yard--- Other Built--- Other Built--- Outdoor--- Outdoor---
Range = . Yard---Industrial Ereut . = I Education Y oor. Wt
Commercial Commercial Industrial Commercial Industrial

Floor Space per Employment (SQM)
Min 50.0 50.0 20.0 20.0 30.0 10.0 10.0
Max 150.0 150.0 120.0 120.0 100.0 100.0 100.0
In use 85.0 100.0 60.0 60.0 60.0 20.0 20.0
Land Use per Employment ([SQM)
Min 100.0 100.0 20.0 20.0 50.0 10.0 10.0
Max 350.0 350.0 500.0 500.0 500.0 1,000.0 1,000.0
Inuse 200.0 200.0 100.0 150.0 120.0 33.3 50.0

Source: M.E calculations

27 M.E have removed growth in primary and secondary school education sectors. The Ministry of Education has the ability to designate
land for development of education facilities, outside of traditional business zoning. This means that education will likely be located
outside of existing business zoning and should not figure into our assessment of capacity.
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The range in density (as shown in the table) highlights the diverse space needs of businesses. The selected
ratio (‘in use’) is based on similar analyses for other local governments. Retaining the same ratios throughout
the period means that efficiency gains associated with land-use or floorspace are not included. Therefore the
demand requirements are conservative. This flows through to the sufficiency assessment because the space
requirements are marginally higher compared to the overall demand if efficiency gains are included.

4.3 Future Demand for Business Land

The floor and land area ratios are applied to the estimated employment growth, generating demand estimates
for land looking forward. The medium and high outlooks inform the demand estimates. Demand for land
shifts over time, and as the economy grows, additional land is needed for some sectors. At the same time,
structural shifts mean that sectors’ land demand could contract over time. Table 4.5 shows the estimated
demand across broad sector groups, and over time.

Table 4.5: Demand outlook — ha (Medium and High Scenarios)

Shortterm  Medium term Long term Total

3y 7y 20y 30y

Industrial 1.4 3.5 10.5 15.4

= Office/Commercial 0.7 1.1 1.7 3.5
% Retail 0.0 0.1 0.1 0.1
g Accommodation - - - -
Education 0.3 1.2 1.4 3.0
Total 2.5 5.8 13.6 22.0
Industrial 2.6 7.4 16.0 26.0
Office/Commerecial 0.6 1.5 3.4 5.4
€, Retail 0.0 0.1 0.2 0.4
L  Accommodation 0.0 0.2 - 0.3
Education 0.2 0.6 2.0 2.8
Total 3.3 9.8 21.6 34.8

The key observations relating to demand for land are:

e Over the short term, total land demand is estimated at between 2.5ha and 4.0ha, across all
sectors/land uses. The demand increases over the medium and long terms, to have a cumulative
position of between 22.0ha and 34.8ha.

e Office and retail activities land demand is expected to see demand for business space between:

o Medium scenario 3.5ha and 0.1ha for office and retail respectively,
o High scenario 5.4ha and 0.4ha for office and retail respectively.

e Education and accommodation are minor demand drivers, adding a combined 3.0ha to 3.1ha over

thirty years.

The office/commercial and industrial demand form two core components, accounting for between 78% and
86% of overall demand over thirty years.

The spread between the two scenarios is considerable, suggesting that there is some uncertainty about the
future development pathway. This uncertainty is more pronounced at a sectoral level, specifically the
industrial-type land demand. Unlike office/commercial land, enabling industrial development (through
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zoning) is space intensive, with long lead times making it important to enable (plan) capacity in advance of
market demand manifesting.

In addition to the demand estimates, the NPS-UD requires that a competitiveness margin be included. This
margin is included to “support choice and competitiveness in housing and business land markets”. The
margins must be included in the demand assessments by Tier 1 and Tier 2 councils. While Tier 3 Councils are
not required to do the same, the NPS-UD strongly encourages Tier 3 councils to meet the requirements.
Therefore, the following competitiveness margins are included:

e Shortterm +20%,
e Mediumterm +20%, and
e longterm +15%.

Adding the margin to demand, implies that the following land area will be demanded over the short, medium
and long terms (see Table 4.6).

Table 4.6: Total demand including competitiveness margins

Scenario Grou Short term Medium term Long term Total

P 3y 7y 20y 30y

Medi Business 0.9 2.1 3.8 6.8

edium - dustrial 1.7 56 17.0 24.2
Scenario

Total 2.6 7.7 20.8 31.0

) Business 0.9 3.7 6.4 11.0

High  mesistrial 2.8 14.1 28.1 45.0
Scenario

Total 3.7 17.8 34,5 56.0

The demand including the competitiveness margins, shows that future growth will require between 31.0ha
and 56.0ha over the next thirty year (not all at the same time). In terms of the scenario selection, it is important
to note that the other Waikato Councils are also basing their business land assessments on WISE, and using
the high scenario.

Forward looking assessments have a degree of uncertainty, and the demand outlook is the same. Animportant
part of the uncertainty in the South Waikato District relates to employment densities. The area’s economy is
influenced by patterns associated with large industries (e.g., the industries in Kinleith). Adjusting the estimates
to exclude demand associated with this location (and industry) lowers land demand over the long term by
approximately 2-5ha. The demand estimates are at a total, district wide level, and the sufficiency analysis
considers the spatial distribution of activity around the district.

4.4 Supply of Business Land

The supply of business land capacity draws on information provided by the Council, including earlier work (by
Council) as part of its HBAs. Council completed a review of available land resource across the district and by
zone. The land parcels are categorised as based on activity, including: accommodation, retail, office, factory
and health care (not exhaustive). In addition parcels are categories as ‘Development ready — vacant’ and
‘Undeveloped land and’. The spatial area associated with parcels as well as sub-areas that could be used for
further development are identified. The information provided by Council was reviewed and refined by
identifying vacant capacity and separating out vacant land, and sites with vacant building. Table 4.7 shows the
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associated areas. The available information suggests that there is vacant capacity available that could be used
to accommodate growth. However, the scale of available capacity is limited once the type of economic activity
associated with the zones are considered. In addition, the available capacity is reduced by aspects like, site
contamination, ownership constraints and future use-needs (by existing owners). The following table reports
the development potential across the district with commentary (based on information from Council).

Table 4.7: Development Potential

Vacant Land Vacant Buildings
With identified Total Land area — ha Total Land area - ha
Development
Potential
Tirau Town Centre - 0.3
Tirau Industrial 5.5ha of which around 1ha is available. The existing site is -
associated with existing uses and is unlikely to be available
to the market for development.
Kinleith Industrial 55.4ha (this area is associated with the existing land uses, -
and there are some pockets with contamination issues).
Putaruru Business 8ha but there are issues around contamination. It is -
assumed that 2ha (of the 8ha) is useable. These figures
exclude the 40ha associated with the 66ha (total area) of
Growth Cell 4. This land is not development ready, and we
understand that it will be targeting new industries to the
district.
Putaruru Industrial 16.7ha of which around 4.5ha is available. The areais 1.9
earmarked for cemetery expansion, has contamination
issues and has ownership issues that reduces the assumed
useable/accessible land.
Putaruru Town 0.1ha -
Centre
Tokoroa Town Centre 0.1ha 0.2
Tokoroa Industrial 6.6ha 1.1
Tokoroa Business 8.7ha of which accessible and development land for the 1.8
capacity assessment is estimated at 1.1ha.
Source: Calculations based on SWDC Development Capacity Survey 2022 as well as information provided by SWDC.

There is some variance between the above table and capacity identified by Council in the 2022 reports. The
reason for this difference is due to recent shifts and uptake of capacity, as well as additional criteria (vacant
land and vacant building conditions) that reduces the capacity. There are finer nuances at a record level
meaning that the above needs to be used with caution. For example, the large area (66ha) in Putaruru is part
of future (potential) capacity that is subject to a Notice of Requirement Application. This area is not
development ready, but earmarked for development. Therefore caution is needed when considering this land
as part of overall, available capacity.

To assess the sufficiency of business land capacity, the supply and demand estimates are combined to estimate
the available capacity, over time. The relevant competitiveness margins are added to the estimated demand.

4.4.1 Sufficiency assessment

The sufficiency assessment combines the estimated demand for business land (industrial and commercial) and
available capacity across locations. The sufficiency assessment integrates growth that is expected to occur
outside the main centres (in the rural areas). This integration captures the relevant growth and allocates it to
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the main centres. Table 4.8 summarises the sufficiency analysis. The bottom half of the table reports the
sufficiency/insufficiency across the locations. The sufficiency assessment is based on the high projection series
(consistent with that used by other Councils around the Waikato). The ‘other sector’ relates to activities like

education and schools and is included as additional information.

Table 4.8: Sufficiency (Business land)

Tokoroa - Demand
3y 7y 20y
Business 0.6 1.3 3.8
Industrial 1.9 3.7 11.8
Other 0.1 0.5 1.8
Total 2.64 5.53 17.45
Tirau - Demand
3y 7y 20y
Business 0.0 0.3 0.2
Industrial 0.2 3.0 2.2
Other 0.0 0.1 0.1
Total 0.25 3.36 2.60
Putaruru - Demand
3y 7y 20y
Business 0.1 0.6 0.3
Industrial 1.0 2.2 5.1
Other 0.1 0.2 0.4
Total 1.12 2.91 5.87
SUFFICIENT OR INSUFFICIENT
Tokoroa - Sufficiency
3y 7y 20y
Business Sufficient Insufficient Insufficient
Industrial Insufficient Insufficient Insufficient
Tirau - Sufficiency
3y 7y 20y
Business Insufficient Insufficient Insufficient
Industrial Sufficient Insufficient Insufficient
Putaruru — Sufficiency
3y 7y 20y
Business Sufficient Sufficient Sufficient
Industrial Sufficient Sufficient Insufficient

Over the short and medium term, there is sufficient capacity across the different locations and sectors. Across
Tokoroa and Tirau, the long-term situation is however mixed. Industrial demand for land outstrips supply over
the long term. The analysis suggests that, based on currently available land for industrial development, the
long-term shortfall approaches 16.4ha for industrial land in Tokoroa, and 4.4ha in Tirau (including the margin).
With reference to the business land component, capacity constraints are expected to emerge over the
medium and long term, amounting to 4.5ha in Tokoroa (long term) and 0.5ha in Tirau.
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While not a
requirement for business land assessments, the ‘other category’ will require capacity of around 2.4ha over the



long term to accommodate growth. This segment is outside the requirements of this sufficiency assessment
and a high-level assessment of available capacity should be undertaken to ensure that these activities do not
consume land earmarked for other sectors.

In Tirau, the potential to accommodate growth using intensification and minor planning rule changes should
be invested.

Putaruru business and industrial land capacity appears to be sufficient over the short, medium and long terms.
We understand that work is underway to unlock a new business location to accommodate new industries and
business investment opportunities to the District, to facilitate economic development. The scale is
considerable (40ha). It is important to note that when exploring land options to accommodate growth
elsewhere in the district, locational considerations and local dynamics must be considered. Itis suggested that
the local development planning process be used to right-size business and industrial land provision across the
district. This process will need integrate local (town-specific) factors and subtleties.

The type of factors to capture would need to include locational considerations, like:

e Proximity to local suppliers, including those that provide raw materials, process inputs and
components. Minimising distance to reduce transportation costs,

e Availability of labour to support activities. Attracting staff often means that a business has to be
located close to the labour force. This reduces potential staffs’ cost to access the workplace (e.g.,
commuting time and costs),

e |ocally available and suitably zoned land.

o Ability to generate synergies with other, local businesses that offer complementary services. These
can be based on the ability to collaborate, sharing a local resource pool and using the same supply
chain/business eco-system. Local normally play an important role in the ability to generate and tap
into these synergies.

The sufficiency assessment is based the capacity information provided by the Council. The sufficiency analysis
is directly dependent on the available capacity. Additional work is needed to refine and confirm information
about available development capacity to ensure that the identified insufficiencies and estimated shortfalls do
not misstate the land requirements.
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5 Concluding remarks

M.E have completed the housing and business capacity assessments for the South Waikato District, and it
appears that over the long term, challenges will arise. These relate to the availability of suitable land to
accommodate growth. With reference to the housing situation, there is capacity (feasible) across the district
but a mismatch between development price points and household affordability levels are pointing to long
term issues. Crucially, the affordability constraints mean that the housing capacity issues are related to
household income levels, and is not seen as a core planning matter. However, looking past these important
points, the analysis shows that additional capacity would be required over the long term. Similarly, the
availability of greenfield development capacity in Putaruru and Tirau will need to be investigated to ensure
that there is sufficient choice and competition in the local market.

In terms of the business assessment, the growth outlook is positive, and pressure is expected to arise over the
long term. There appears to be considerable capacity being delivered in Putaruru, and there is a risk that the
scale could result in an inefficient use of the resource in the local context. In addition, there is a risk that this
resource (if enabled) could be used to counter efforts to enable more industrial land in Tokoroa in future by
arguing that there is sufficient land in a regional context. It will be important to consider the locational
dynamics when working to accommodate growth. The analysis suggests that industrial land pressures are
likely to emerge in Tokoroa over the long term, and for business (commercial) land in Tirau, also over the long
term.
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6 Appendices
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Appendix 1: Comparison of population estimates
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Appendix 2: Base household patterns — summary data

Households by type, dwelling ownership and typology

Household Type 2020 Owned or Trust Not Owned1 Total

Detached = Attached = Total Detached  Attached Total Detached  Attached Total
One Person household 1,281 94 1,375 622 218 840 1,903 312 2,215
Couple household 1,909 65 1,975 488 57 544 2,397 122 2,519
2 Parents 1-2 children 1,185 29 1,214 628 45 673 1,813 74 1,888
2 Parents 3+ children 378 9 387 308 17 324 686 25 711
1 Parent Family 653 9 661 672 62 734 1,325 70 1,395
Multi-family household 196 5 201 91 7 98 287 12 299
Non-family household 160 - 160 218 - 218 378 - 378
Total Households 5,763 211 5,974 3,027 404 3,431 8,789 616 9,405
One Person household 13.6% 1.0% 14.6% 6.6% 2.3% 8.9% 20.2% 3.3% 23.6%
Couple household 20.3% 0.7% 21.0% 5.2% 0.6% 5.8% 25.5% 1.3% 26.8%
2 Parents 1-2 children 12.6% 0.3% 12.9% 6.7% 0.5% 7.2% 19.3% 0.8% 20.1%
2 Parents 3+ children 4.0% 0.1% 4.1% 3.3% 0.2% 3.4% 7.3% 0.3% 7.6%
1 Parent Family 6.9% 0.1% 7.0% 7.1% 0.7% 7.8% 14.1% 0.7% 14.8%
Multi-family household 2.1% 0.1% 2.1% 1.0% 0.1% 1.0% 3.1% 0.1% 3.2%
Non-family household 1.7% 0.0% 1.7% 2.3% 0.0% 2.3% 4.0% 0.0% 4.0%
Total Households 61.3% 2.2% 63.5% 32.2% 4.3% 36.5% 93.5% 6.5% 100.0%
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Appendix 3: Feasible capacity by Value Band

Development approach Profit Maximisation Locally Consistent Sizing Profit Maximisation Locally Consistent Sizing
Size (300m* vs 450m?) 450 450 300 300
Development pathway Redevelopme Infill edeve e Infill Redevelopment Infill Redevelopment Infill
Current 60th Percentile 80th Percentile 60th Percentile  80th Percentile | 60th Percentile 80th Percentile | 60th Percentile 80th Percentile 60th Percentile  80th Percentile [60th Percentile 80th Percentile | 60th Percentile 80th Percentile | 60th Percentile 80th Percentile
- 100,000 - - - - - - - - - - - -
100,000 150,000 - - - - - - - - - - - -
150,000 200,000 - - - - - - - - - - - -
200,000 250,000 - - - - - - - - - - - -
250,000 300,000 - - - - - - - - - - - -
300,000 350,000 - - - - - 3 - - 4 - - -
350,000 400,000 - - - - - 49 8 4 40 2,027 23 13
400,000 450,000 - - - - 3 12 18 33 44 56 28 60
450,000 500,000 - - - - 2 4 36 42 32 76 51 114
500,000 550,000 - - - - - 12 17 40 12 42 11 155
550,000 600,000 - - - - 2 2 5 29 10 42 - 94
600,000 650,000 - - - - - 6 - 19 10 62 - -
650,000 700,000 - - - - - 3 - - 6 24 - -
700,000 750,000 - - 5 - - 4 - - 3 28 - -
750,000 800,000 1,401 - 146 6 - - - - - 12 - -
800,000 850,000 810 146 274 44 - - - - - - - -
850,000 900,000 290 2,232 252 303 - - - - - - - -
900,000 950,000 178 470 145 235 - - - - - - - -
950,000 1,000,000 129 422 127 174 - - - - - - - -
1,000,000 1,050,000 97 248 92 136 - - - - - - - -
1,050,000 1,100,000 53 169 77 104 - - - - - - - -
1,100,000 1,150,000 42 161 48 93 - - - - - - - -
1,150,000 1,200,000 177 87 10 66 - - - - - - - -
1,200,000 - 293 - 52 - - - - - - - -
3,177 4,228 1,176 1,213 7 95 84 167 161 2,369 113 436
3y
- 100,000 - - - - - - - - - - - -
100,000 150,000 - - - - - - - - - - - -
150,000 200,000 - - - - - - - - - - - -
200,000 250,000 - - - - - - - - - - - -
250,000 300,000 - - - - - - - - - - - -
300,000 350,000 - - - - - - - - - - - -
350,000 400,000 - - - - - 52 - - 34 2,020 15 5
400,000 450,000 - - - - 3 20 19 5 20 84 20 33
450,000 500,000 - - - - 2 8 25 50 50 42 37 68
500,000 550,000 - - - - - 5 25 45 20 65 45 145
550,000 600,000 - - - - - 9 12 29 14 50 4 174
600,000 650,000 - - - - 2 2 5 36 8 40 - 54
650,000 700,000 - - - - - 6 - 15 8 58 - -
700,000 750,000 - - - - - 4 - - 11 26 - -
750,000 800,000 - - 6 - - 3 - - 1 30 - -
800,000 850,000 1,407 - 146 6 - - - - - 14 - -
850,000 900,000 772 - 250 8 - - - - - - - -
900,000 950,000 319 2,254 258 289 - - - - - - - -
950,000 1,000,000 184 530 135 231 - - - - - - - -
1,000,000 1,050,000 132 446 129 192 - - - - - - - -
1,050,000 1,100,000 100 265 86 134 - - - - - - - -
1,100,000 1,150,000 67 181 81 112 - - - - - - - -
1,150,000 1,200,000 47 158 58 79 - - - - - - - -
1,200,000 207 444 29 162 - - - - - - - -
3,235 4,278 1,178 1,213 7 109 86 180 166 2,429 121 479
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Development approach Profit Maximisation Locally Consistent Sizing Profit Maximisation Locally Consistent Sizing
Size (300m? vs 450m?) 450 450 300 300
Development pathway Infil Redevelopme Infl Infl Infl
Potential Sales Price Potential Sales Potential Sales Potential Sales Potential Potential Potential Potential Potential Potential Potential Potential Potential Potential Potential Potential
Price Price Price Sales Price Sales Price Sales Price Sales Price Sales Price Sales Price Sales Price Sales Price Sales Price Sales Price Sales Price Sales Price
Current | 60th Percentile 80th Percentile | 60th Percentile  80th Percentile | 60th Percentile 80th Percentile | 60th Percentile 80th Percentile | 60th Percentile  80th Percentile |60th Percentile 80th Percentile [ 60th Percentile 80th Percentile | 60th Percentile 80th Percentile
10y - 100,000 - - - - - - - - - - - -
100,000 150,000 - - - - - - - - - - - -
150,000 200,000 - - - - - - - - - - - -
200,000 250,000 - - - - - - - - - - - -
250,000 300,000 - - - - - - - - - - - -
300,000 350,000 - - - - - - - - - - - -
350,000 400,000 - - - - - - - - - - - -
400,000 450,000 - - - - - 260 - - 97 2,150 7 2
450,000 500,000 - - - - 1 31 16 4 26 233 22 30
500,000 550,000 - - - - 4 9 16 31 44 38 33 45
550,000 600,000 - - - - 2 3 31 42 37 80 49 116
600,000 650,000 - - - - 2 10 19 51 6 54 33 208
650,000 700,000 = = = = = 4 11 38 14 32 2 158
700,000 750,000 - - - - 2 2 1 40 16 48 - 52
750,000 800,000 - - - - - 8 - 17 8 66 - -
800,000 850,000 - - - - 2 2 - - 10 30 - -
850,000 900,000 - - 4 - - 4 - - 5 20 - -
900,000 950,000 - - 6 - - 1 - - - 31 - -
950,000 1,000,000 1,921 - 230 8 - - - - - 3 - -
1,000,000 1,050,000 489 490 213 85 - - - - - - - -
1,050,000 1,100,000 268 1,799 214 212 - - - - - - - -
1,100,000 1,150,000 193 523 123 209 - - - - - - - -
1,150,000 1,200,000 125 481 112 189 - - - - - - - -
1,200,000 506 1,138 285 512 - - - - - - - -
3,502 4,431 1,187 1,215 13 334 94 223 263 2,785 146 611
30Y - 100,000 - - - - - - - - - - - -
100,000 150,000 - - - - - - - - - - - -
150,000 200,000 - - - - - - - - - - - -
200,000 250,000 - - - - - - - - - - - -
250,000 300,000 - - - - - - - - - - - -
300,000 350,000 - - - - - - - - - - - -
350,000 400,000 - - - - - - - - - - - -
400,000 450,000 - - - - - - - - - - - -
450,000 500,000 - - - - - - - - - - - -
500,000 550,000 - - - - - - - - - - - -
550,000 600,000 - - - - - - - - - - - -
600,000 650,000 - - - - 2 167 - - 1,583 - 5 -
650,000 700,000 - - - - 17 856 1 - 37 2,578 22 6
700,000 750,000 - - - - 1 42 12 4 19 202 18 30
750,000 800,000 - - - - 5 6 20 15 24 60 24 45
800,000 850,000 - - - - 1 7 21 38 48 38 46 92
850,000 900,000 - - - - 6 2 21 62 28 80 53 198
900,000 950,000 - - - - 4 7 13 62 12 44 52 205
950,000 1,000,000 - - - - - 7 17 53 10 64 37 231
1,000,000 1,050,000 - - - - 2 16 3 58 20 56 - 152
1,050,000 1,100,000 - - - - 2 6 8 53 38 36 - 87
1,100,000 1,150,000 - - - - - 2 - 34 22 38 - -
1,150,000 1,200,000 - - - - 3 8 - 17 6 62 - -
1,200,000 3,946 4,789 1,204 1,217 3 13 - - 29 147 - -
3,946 4,789 1,204 1,217 46 1,139 116 396 1,876 3,405 257 1,046
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Appendix 4: Sectoral employment change

Medium scenario

MECs 2022 2025 2032 2052
Horticulture and fruit growing 30 30 30 30
Sheep, beef cattle and grain farming 160 160 160 150
Dairy cattle farming 1,210 1,210 1,200 1,160
Poultry, deer and other livestock farming 130 130 130 120
Forestry and logging 250 250 250 240
Fishing and aguaculture - - - -
Agriculture, forestry and fishing support services 260 260 260 250
Mining, quarrying, exploration and other mining support services - - - -
Oil and gas extraction - - - -
Meat and meat product manufacturing 40 40 40 50
Dairy product manufacturing 350 350 360 390
Other food manufacturing 100 100 100 110
Beverage and tobacco product manufacturing 40 40 40 40
Textile, leather, clothing and footwear manufacturing 10 10 10 10
Wood product manufacturing 660 670 680 740
Pulp, paper and converted paper product manufacturing 400 400 410 450
Printing - - - -
Petroleum and coal product manufacturing - - - -
Chemical, polymer and rubber product manufacturing - - - -
Non-metallic mineral product manufacturing 40 40 40 40
Primary metal and metal product manufacturing 30 30 30 40
Fabricated metal product manufacturing 160 160 160 180
Transport equipment manufacturing 30 30 30 30
Machinery and equipment manufacturing 180 180 190 200
Furniture and other manufacturing 10 10 10 10
Electricity generation and supply 20 20 20 30
Gas supply - - - -
Water, sewerage, drainage and waste services 70 80 90 110
Construction 660 670 700 780
Wholesale trade 250 260 260 280
Retail Trade 780 790 770 720
Accommodation and food services 450 440 430 400
Road transport 300 300 310 340
Other transport, postal, courier, transport support and warehousing
services. 50 50 50 50
Air and space transport - - - -
Information media and telecommunications 30 40 40 50
Finance 30 40 40 50
Insurance and superannuation funds - - - -
Auxiliary finance and insurance services 20 20 30 30
Rental, hiring and real estate services 140 150 160 190
Owner-occupied dwellings - - - -
Professional, scientific, technical, administrative and support services 540 550 580 670
Central government administration, defence and public safety 160 170 190 210
Local government administration 120 130 150 170
Education and training 890 940 1,110 1,300
Health care and social assistance 910 930 990 1,020
Arts and recreation services 90 90 100 100
Personal and other services 340 360 390 490
SUM 9,940 10,130 10,540 11,230
55

Document Set ID: 644173
Version: 1, Version Date: 07/12/2023




High scenario

MECs 2022 2025 2032 2052
Horticulture and fruit growing 30 30 40 30
Sheep, beef cattle and grain farming 160 160 170 160
Dairy cattle farming 1,210 1,200 1,300 1,200
Poultry, deer and other livestock farming 130 130 140 130
Forestry and logging 250 250 270 250
Fishing and aguaculture - - - -
Agriculture, forestry and fishing support services 260 250 280 250
Mining, quarrying, exploration and other mining support services - - - -
Oil and gas extraction - - - -
Meat and meat product manufacturing 40 40 50 50
Dairy product manufacturing 350 350 370 410
Other food manufacturing 100 100 100 110
Beverage and tobacco product manufacturing 40 40 40 50
Textile, leather, clothing and footwear manufacturing 10 10 10 10
Wood product manufacturing 660 670 700 780
Pulp, paper and converted paper product manufacturing 400 410 420 470
Printing - - - -
Petroleum and coal product manufacturing - - - -
Chemical, polymer and rubber product manufacturing - - - -
Non-metallic mineral product manufacturing 40 40 40 50
Primary metal and metal product manufacturing 30 40 40 40
Fabricated metal product manufacturing 160 160 170 190
Transport equipment manufacturing 30 30 30 30
Machinery and equipment manufacturing 180 180 190 210
Furniture and other manufacturing 10 10 10 10
Electricity generation and supply 20 20 20 30
Gas supply - - - -
Water, sewerage, drainage and waste services 70 80 90 120
Construction 660 680 740 800
Wholesale trade 250 250 270 320
Retail Trade 780 780 780 770
Accommodation and food services 450 450 480 450
Road transport 300 300 320 370
Other transport, postal, courier, transport support and warehousing
services. 50 50 50 60
Air and space transport - - - -
Information media and telecommunications 30 40 40 50
Finance 30 30 50 70
Insurance and superannuation funds - - - -
Auxiliary finance and insurance services 20 30 30 50
Rental, hiring and real estate services 140 150 210 250
Owner-occupied dwellings - - - -
Professional, scientific, technical, administrative and support services 540 570 720 860
Central government administration, defence and public safety 160 170 190 240
Local government administration 120 130 140 180
Education and training 890 930 1,020 1,260
Health care and social assistance 910 930 960 1,050
Arts and recreation services 90 90 100 110
Personal and other services 340 350 420 530
SUM 9,940 10,130 11,000 12,000
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