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14 March 2011

The Utilities Planner
Tauranga City Council
Private Bag 12022
TAURANGA
Attention: Lee Jordan

Dear Lee
S m a r t G r o w t h Long T e r m S e t t l e m e n t Plan
Further to your letter of instruction of 4 * February 2011.
You have requested a comparison of net incomes per hectare for:
Kiwifruit orchards
Drystock land
Dairy land
And also the land use possibilities of the "gully" land lying between Oropi Road and
Ohauiti Road in the event that the easier contoured land is used for residential
development.
We have inspected the land, although access to the whole of the gully areas required
access through private land which we did not obtain. Aerial photography has therefore
assisted in determining land cover and contour.
Our report is as follows:
Net I n c o m e s
1.

Kiwifruit

As you will be aware, there are two main kiwifruit varieties, these being the Hayward
(green) variety and the Hort 16A (gold) variety. In November 2010, a disease known as
Pseudomonas syringae actinidiae (or commonly known by the acronym Psa), was
discovered In an orchard in Te Puke. It is a virulent disease know as Psa-V (which is a
virulent strain) and Psa-LV which is a less virulent strain. The Psa-V in particular causes
die back of vines and while this strain has not reached Tauranga or Katikati, its probably
just a matter of time. Most of the "damage" done to date has been to the gold variety
which has exhibited secondary symptoms of the disease.
Our assessment of the net incomes is on the assumption that the orchards are unaffected
by the disease. For the purposes of this assessment, we have adopted Industry average
production and costs and applied those to an orchard of 4 canopy hectares.

VALGROUP
PROPERTY ADVICE
NATIONWIPE

REGISTERED VALUERS & PROPERTY ADVISORS
Directors: John L. Midaieton fNZ:v.SAgSc,fFiNZ,MWIAS Alastjir H Pratt i-N/tv FPINZ
Paul D Migson Bromm(VPMI,AN2I>'.M.P.NZ Mark P^isey seS(VPv.i,AN2iv.MPiw

M
. 1 X A . f JtLLMihXt.i-ilB!»rULL-ii

O r c h a r d Gate R e t u r n
Industry Average Production
4 canopy ha's
Orchard Gate Return
Orchard Gate Return/ ha

$
$

Direct O r c h a r d Costs

$

18,700

per ha

Net Return ( b e f o r e I n t e r e s t & t a x i

$

14,463

per ha

$
$

9427
37708
8.74
82,392

trays
trays
per tray
per ha

Hort 16A f G o l d l V a r i e t y

7659
30636
4.33
33,163

trays
trays
per tray
per ha

I

O r c h a r d Gate R e t u r n
Industry Average Production
4 canopy ha's
Orchard Gate Return
Orchard Gate Return/ ha
Direct Orchard Costs

29,900

per ha

Net R e t u r n ( b e f o r e I n t e r e s t & t a x i

52,492

per ha

2.

Drystock Farming

This is an estimate of the returns for sheep and beef farming. Returns for sheep and beef
meat have improved substantially over the past 12 months and with the NZ dollar falling,
returns could improve further. We have obtained the following details assuming a 135
hectare farm carrying capacity of 2,000 Stock Unit farm at say 15 Stock Units per
hectare.

Qrpps RetMrn
Gross Income
2000 Stock Units

$
$

100 perSU
200,000

Qn Farm p o s t s
Annual Operating Costs
2000 Stock Units

$
$

60 perSU
120,000

Net R e t u r n ( b e f o r e I n t e r e s t & t a x i

$

80,000

Net Return per SU

$

40

$

600

Net R e t u r n Per lia
3.

15 SU's/ha

per ha

Dairy Farmina

This is an estimate of the returns for conventional dairy farming. Milk solid returns have
improved substantially over the past 12 months and with the NZ dollar falling, returns
could improve further. We have obtained the following details assuming a 120 hectare
dairy farm carrying a herd of 330 milking cows.
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M
Gross Return
Gross Income
Production per cow
No. milking cows/ ha
Production per ha
Gross Income/ ha

$

7.90 per kg milk solids
303 kg's/ cow
2.75
833 kg's milk solids
6,583

On Farm Costs
Annual Operating Costs
Production per hectare
Costs per hectare

$
$
$

4.00 per kg milk solids
833 kg's milk solids
3,333

Net Return (before Interest & t a x i

$

$

3,250 per ha

Possible MntI M^e? fpr gWllV l a n d
The gully land is a mix of regenerating native bush and scrub, gorse, barberry and
pasture. These gullies are not suitable for residential development and the land does not
fall within the Councils Reserve Policy for acquisition as reserve. The land will therefore
be surplus to requirements.
The concern therefore is how best to deal with the land particularly when it will lie either
adjacent to or near residential development. Maintenance costs of the land will also need
to be kept to a minimum.
We have identified the following options for Land Uses:
1.

Forestry

As discussed, the utilisation of the land for forestry will not only present a fire risk to a
surrounding residential development but it will also be difficult to extract logs at the time
of harvesting particularly within a residential environment. Forestry in our opinion
therefore, is not an option.
2.

Regeneration of Bush

A significant portion of the gully land is reverting to native bush and it is our view that
this be encouraged in those areas. If not already done so, these areas will require fencing
off in order to promote the regeneration. We note that a significant area of regenerating
bush adjacent to the Kirikiri stream has already been protected from future development.
3.

Residential Development

We believe with some retaining walls, some of the land on the fringes of the gullies could
be "filled" and used for residential development however this would incorporate only a
relatively minor area when comparing with the total gully area.
4.

Rural Residential Development

Within the area identified for future residential use, there may also be a possibility of
creating clusters of rural residential/ lifestyle subdivisions adjacent to the gullies whereby
some of the more moderate contoured gully land could be incorporated within say 1 to 2
hectare rural lifestyle blocks. Having these rural residential/ lifestyle blocks in clusters
Middleton Valuation
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near the gullies will effectively result in a more open, rural environment and therefore
alleviate some of the problems associated with stock grazing near the more intensively
developed residential subdivisions.
5.

Stock Grazing

While this could be viewed as an option particulariy on some of the easier hills which are
presently in pasture, one has to consider the implications and practicality of stock grazing
near residential development. These will include:
The affect of domestic animals and in particular dogs, on the safety of livestock
The smells associated with the grazing of livestock
The noises associated with the grazing of livestock
Stock grazing within or near a proposed residential environment is not in our view, a
practical option.
6.

Planting of Manuka

Manuka honey is a high grade, sought after honey type and we believe the land which is
currently either in scrub or pasture could be planted in Manuka trees primarily for the
production of honey. We understand apiarists are prepared to lease areas of Manuka for
their hives so this could therefore provide an annual income to whoever owns the land.
Manuka trees are a robust tree, generally capable of competing with other scrub varieties
so with some nurturing, they should be able to be established in this environment.
Further, once established they will be complementary to residential development and
most likely not require any further management and hopefully shade out the less
desirable scrub species.
7.

Planting of Native Species

There will be other native tree varieties which could be planted and which should not
require management. Two varieties which we believe would be complementary to
residential development would be the Kowhai tree and Mountain flax. Both these
varieties would encourage bird life and Mountain flax is also a suitable plant for wetlands.
8.

Dams

Within water catchment areas, small dams could be created as water features however
these would only cover relatively small areas in relation to the total area of gullies.
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M
I trust we have provided you with adequate detail on net incomes as well as some ideas
on how the steeper gully land can be used and managed. Should you however require
any further assistance, please don't hesitate to contact us.
Yours faithfully
MIDDLETON VALUATION

WiJl9^>~-^^
John\L. Middleton FNZIV FPINZ
Registered Valuer
Email: john@middleton.co.nz
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29 April 2011
The Utilities Planner
Tauranga City Council
Private Bag 12022
TAURANGA

- 2 MAY 2011

Attention: Lee Jordan

TAURAI.oACMV COUNCIL

Dear Lee
SmartGrowth Long Term Settlement Plan
Further to my report of 15 March 2011.
In addition to the net incomes provided for kiwifruit orchards, drystock and dairy land,
you have now also requested an estimated of net income for avocado orchards.
The returns from avocados are variable and dependent on the quality of management
and the climatic conditions. Avocados are well known to be biennial, that is they produce
a reasonable crop only every two years.
Orchard Gate Return
Average Production say
Orchard Gate Return
Orchard Gate Return/ ha
Direct Orchard Costs

5.30 tonnes/ ha

50% say

965 trays/ ha
$ 11.00 per tray
$ 10,615 per ha
$ 5,500

Net Return (before I n t e r e s t & tax^

per ha

$ 5,115 per ha

As illustrated, an average avocado orchard is barely profitable.
The more ' elite" orchards are capable of producing in excess of 15 tonnes per hectare
and generate an Orchard Gate Return of around $32,000 per hectare before deduction of
Orchard Costs.
On a "generic" basis and if we assume an orchard of say 6 hectares with a net planted
area of 4.8 hectares (80% coverage), the approximate value of an avocado orchard
would be:
Avocado Trees (net area^
4.8 ha's @
$ 75,000
L^nd
6.0 ha's @

$ 70,000

Total (excl. Site/ title allowance)

p.ha

p.ha

$

360,000

$

420,000

$

780,000

$ 162,500

p.net ha

Equates t o :
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Should you require any further assistance, please don't hesitate to contact us.
Yours faithfully
MIDDLETON VALUATION

iixm

]oh^ L. Middleton FNZIV FPINZ
•Registered Valuer
Email: iohn®middleton.co.nz
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APPENDIX 5

MAP OF FIRST, SECOND AND THIRD
GENERATION URBAN GROWTH AREAS IN
THE WESTERN BAY OF PLENTY SUBREGION.

KEY

1st Generation (Pre 1990s areas
subject to infill)
2nd generation UGA (1990-2000)

^, 3rd generation UGA (2001-2010)

g^XERNBAYOF^LENTv

4th generation UGA (2011-2031)
- - - - Transport link

APPENDIX 6

MAPS OF POTENTIAL FOURTH
GENERATION URBAN GROWTH AREAS IN
THE WESTERN BAY OF PLENTY SUBREGION.
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Katikati

KATIKATI A
Location

Area
(Ha.)

282

Katikati A

Usable
%

Usable
area
(Ha)

Community
Use (Ha.)

Density

Potential
No. of
Houses

Potential
Population

70

197

14

15

2,750

6,080

AREA
•
•

•

Katikati - A

•
•
•

CONSTRAINTS
Loss of Kiwifruit
production.
No capacity in the
sewer discharge
pipe to cater for
any of this land.
Possible
uncontrolled fill in
some areas.
Coastal erosion
Connection to the
State Highway.
Given that
SmartGrowth has
already allocated
6560 dwellings to
Katikati, is it
realistic to allocate
further growth to
the area.

OPPORTUNITIES
• Easily developable.
• Supports
development of the
Katikati
commercial centre.
• Good economy of
scale for the
Industrial land.
• Builds on the
existing social
infrastructure.

KATIKATI B
Location

Area
(Ha.)

177

Katikati B

Usable
%

Usable
area
(Ha)

Community
Use (Ha.)

Density

Potential
No. of
Houses

Potential
Population

60

106

7

15

1,480

3,270

AREA
•
•

•
Katikati - B

•

CONSTRAINTS
Connections to
State Highway.
No capacity in the
sewer discharge
pipe to cater for
any of this land.
Possible
uncontrolled fill in
some areas.
Given that
SmartGrowth has
already allocated
6560 dwellings to
Katikati, is it
realistic to add
further growth to
this area.

OPPORTUNITIES
• Easily developable
and ready market.
•
Supports
development of the
Katikati
commercial centre.
• Good economy of
scale for the
Industrial land
• Not all planted in
kiwifruit.
• Builds on the
existing social
infrastructure.

KATIKATI C

Location

Area
(Ha.)

55

Katikati C

AREA

Usable
%

Usable
area
(Ha)

Community
Use (Ha.)

Density

Potential
No. of
Houses

Potential
Population

85

47

3

15

650

1,440

CONSTRAINTS
Connection to
State Highway.
• No capacity in the
sewer discharge
pipe to cater for
any of this land.
• Given that
SmartGrowth has
already allocated
6560 dwellings to
Katikati, is it
realistic to add
further growth to
this area.

•

Katikati - C

OPPORTUNITIES
• Easily developable.
•
Supports
development of the
Katikati
commercial centre.
• Good economy of
scale for the
Industrial land
• Not all planted in
kiwifruit.
• Builds on the
existing social
infrastructure.

PAHOIA
Location

Area
(Ha.)

345

Pahoia

AREA

Usable
%

Usable
area
(Ha)

Community
Use (Ha.)

Density

Potential
No. of
Houses

Potential
Population

88

304

21

16

4,520

9,990

CONSTRAINTS
Connection to
State Highway this is currently
marginal.
•
Probable
uncontrolled fill
•
Expensive
extension of
wastewater.
•

Pahoia.

OPPORTUNITIES
• Not all planted in
kiwifruit.
• Could be an
extension of the
Omokoroa UGA.
• Possible to
construct a road
independent of the
SH. connecting to
Omokoroa.
• Has the ability to
contain at least
9,990 people.

Approx. Scale: 1:7,500 (at A3)

Youngson

Road

Area:

162.83 ha
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YOUNGSON ROAD
Location

Area
(Ha.)

Youngson Road.

AREA

Youngson Road

130

Usable
%

Usable
area
(Ha)

Community
Use (Ha.)

Density

Potential
No. of
Houses

Potential
Population

85

111

8

15

1,540

3,400

CONSTRAINTS
•
Expensive
extension of
wastewater.
• High earthworks
component.
• Areas of
uncontrolled fill

OPPORTUNITIES
• Access to SH No.
2 could be built in
conjunction with
Omokoroa.
•
Supports
development of the
Omokoroa
Commercial
centre.
•
Supports
Omokoroa
Industrial area.
• Just under 50% in
pastoral use.
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PLUMMERS POINT
Location

Area
(Ha.)

Plummers Point

AREA

Zll

Usable
%

Usable
area
(Ha)

Community
Use (Ha.)

Density

90

339

24

16

CONSTRAINTS
SH No. 2
intersection. This is
currently marginal.
•
Expensive
extension of
wastewater.
• Largely planted in
kiwifruit.
• Potential for
uncontrolled fill.
.

Plummers Point

Potential
No. of
Houses
5,050

Potential
Population

11,160

OPPORTUNITIES
•
Supports
development of the
Omokoroa
Commercial
centre.
•
Supports
Omokoroa
Industrial area.
• Possible to
construct a road
independent of the
SH. connecting to
Omokoroa.
• Existing large
passive reserve.
• Has the ability to
contain 11,160
people.

1

y*
r
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Approx. Scale: 1:15.000(at A3)
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TE PUNA NORTH
Location

Area
(Ha.)

Te Puna North

376

AREA

Te Puna North

Usable
%

Usable
area
(Ha)

Community
Use (Ha.)

Density

85

320

22

15

CONSTRAINTS
• Long Harbour
edge.
• S H No.2
intersection.
• Current planning is
for this area to
remain as a
greenbelt.

Potential
No. of
Houses
4,460

Potential
Population

9,860

OPPORTUNITIES
• Readily marketable
with views
available to some
lots and proximity
to harbour.
• Has the ability to
contain 9,860
people.

I f hw Cnintil m

Te P u n a

South

Area:

819.07 ha

TE PUNA SOUTH
Location

Area
(Ha.)

Te Puna South

819

Usable
%

Usable
area
(Ha)

Community
Use (Ha.)

Density

Potential
No. of
Houses

Potential
Population

94

770

54

15

10,740

23,740

AREA
•
•

•
Te Puna South.

•
•

CONSTRAINTS
Potential
uncontrolled fill.
Some areas of
steeper
topography.
Two access points
to SH No.2
Substantially
planted in Kiwifruit.
Current planning is
for this area to
remain as a
greenbelt.

OPPORTUNITIES
• Will support the
currently zoned
industrial land.
• The land is likely to
be readily
marketable.
• Relatively handy to
Tauranga.
• Potential to be able
to contain 23,740
people.

WAIROA
Location

Wairoa

Area
(Ha.)

342
AREA

Wairoa

Usable
%

Usable
area
(Ha)

Community
Use (Ha.)

Density

Potential
No. of
Houses

Potential
Population

85

291

20

15

4,060

8,970

CONSTRAINTS
• Potential to be
fragmented by recent
approved subdivision
• Large areas currently
identified as
floodable will need
filling.
• Potential Cultural
issues with land
adjacent to the river
bank.
• Large amount of
earthworks required.
• Significant access
issues particularly
with the SH.

OPPORTUNITIES
• Proximity to
Tauranga.
• If capacity were
available in the
wastewater system,
development of this
land would assist in
the cost recovery of
the "Southern
Pipeline".
• Has the ability to
contain all of the
current population
shortfall.
• Willing developer
• Very little Kiwifruit
development.
• Has the ability to
contain 8,970 people.

Belk

Road

Industrial

Area:

130.27 ha
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LOWER BELK ROAD
Location

Belk Road
(Lower)(lndusL)

Area
(Ha.)

130

AREA

Belk Road Industrial

Usable
%

Usable
area
(Ha)

90

117

Community
Use (Ha.)

CONSTRAINTS

Density

Potential
No. of
Houses

15

1,760

Potential
Population

OPPORTUNITIES
• No significant
impact on views.
• More likely to be
acceptable to
NZ 1A for access
onto SH No. 29
• Willing developer.
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Belk

Road

Area:

416 51 ha
and
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UPPER BELK ROAD
Location

Area
(Ha.)

Belk Road (Upper)

AREA

Upper Belk Road

416

Usable
%

Usable
area
(Ha)

Community
Use (Ha.)

Density

Potential
No. of
Houses

Potential
Population

100

416

29

16

6,190

13,680

CONSTRAINTS
•
Nearly all planted
in Kiwifruit.
• Significant access
issues in relation to
the connection to
SH No. 29.

OPPORTUNITIES
• Easily developable.
• Excellent vistas of
the City, harbour
and adjacent rural
areas.
• Has the ability to
contain 13,680
people.

PUKEMAPU / NEEWOOD
Location

Pukemapu / Neewood

Area
(Ha.)

370

AREA

Usable
%

Usable
area
(Ha)

Community
Use (Ha.)

Density

Potential
No. of
Houses

Potential
Population

90

333

23

15

4,650

10,280

CONSTRAINTS
Current Rural /
Residential
subdivision allowed
on Ohauiti Road
• Large amount of
earthworks
required on the
Ohauiti side of the
area.
• Will result in a
large amount of
unproductive land
on the Ohauiti side.
•

Pukemapu / Neewood

OPPORTUNITIES
• Within the current
Urban Limits Line.
• Has been allowed
for in the
Wastewater and
Transportation
planning.
• Will build on
existing social
infrastructure.
• Has the ability to
contain 10,280
people.

Approx. Scale; 1:7.500 (at A3)

Papamoa

Area:

51.6 ha

PAPAMOA FOOTHILLS
Location

Area
(Ha.)

Papamoa Foothills

AREA

Papamoa Foothills.

51

Usable
%

Usable
area
(Ha)

Community
Use (Ha.)

Density

Potential
No. of
Houses

Potential
Population

100

51

4

16

760

1,680

CONSTRAINTS

OPPORTUNITIES
•
Wastewater
servicing would be
via the future Te
Tumu Trunk main.
• Water servicing is
relatively close.
• Less than 20% in
horticulture.
• Easy land to
develop.
• Opportunity to
improve the SH
No.2 intersection.

TE PUKE
Location

Area
(Ha.)

204

Te Puke

AREA

Usable
%

Usable
area
(Ha)

Community
Use (Ha.)

Density

100

204

14

16

CONSTRAINTS
All developed in
Kiwifruit.
•
Insufficient
Wastewater
capacity under
current discharge
consent.
•

Te Puke

Potential
No. of
Houses
3,040

Potential
Population

6,720

OPPORTUNITIES
• Will build upon the
existing social
infrastructure.
• Would have the
general support of
NZTA.
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RANGIURU RESIDENTIAL
Location

Rangiuru Residential

Area
(Ha.)

164

AREA

Rangiuru Residential

Usable
%

Usable
area
(Ha)

Community
Use (Ha.)

Density

Potential
No. of
Houses

Potential
Population

100

164

11

16

2,440

5,390

CONSTF?AINTS
• This is fully
dependant upon
the development of
Rangiuru Business
Park for servicing
of water and
wastewater.
• Largely developed
in Kiwifruit.
• Difficult to market.

OPPORTUNITIES
• Provides for
housing adjacent
to the Rangiuru
Business Park
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PAENGAROA
Location

Area
(Ha.)

97

Paengaroa

AREA

Usable
%

Usable
area
(Ha)

Community
Use (Ha.)

Density

Potential
No. of
Houses

Potential
Population

100

97

7

16

1,440

3,180

CONSTRAINTS
This is fully
dependant upon
the development of
Rangiuru Business
Park for servicing
of water and
wastewater.
•
Intersection with
SH No. 33 will
require upgrading.
• Difficult to market.
• Limited social
infrastructure.
•

Paengaroa

OPPORTUNITIES
• Provides for
housing in close
proximity to
Rangiuru Business
Park
• Only about 50%
developed in
Kiwifruit.
• Builds upon an
existing residential
centre.
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Executive summary
The purpose of this report is to outline the findings of a project to:
•

•

develop a framework for assessing the relative development feasibility of various
locations where greenfield development may occur long-term in the Western Bay
of Plenty sub region.
apply this framework to the various locations that have been identified for
residential development in the Land Capacity & Suitability Study.

Because there are so many more unknowns with long-term future growth areas than
there are with a growth area like Wairakei where development is imminent, it is not
possible to make an absolute assessment of whether growth will be financially viable
or not in each particular location.
This report instead delivers a relative assessment of the financial viability of each
area which allows a ranking of the development viability of each area from most
viable to least viable based on the best information available at the current time. It
also identifies the major obstacles to development viability in each location.
The assessment framework used considers both the supply side and the demand
side of the land development market. Building costs are ignored as they would be
the same in each location. The assessment criteria used in the report are:
Supply side factors
•
•
•
•

Lot development costs
Development contributions
Land capability
Land purchase costs.

Demand side factors
• Distance to employment centres and higher order services
• Land characteristics and local amenity.
These are of course not all of the demand and supply factors that affect the delivery
of new sections. They are however the most significant factors that can vary
markedly from location to location and this is why the focus is on them in this report.
The results of this report suggest that the most financially viable locations for future
residential urban expansion are Papamoa Hills and Pukemapu Road. Below these
areas there is a reasonably large group of locations which score a bit lower in terms
of development viability. These are Belk Road, Wairoa, Te Puke, Neewood Road,
Katikati C and Te Puna South.
Areas that scored poorly in terms of development viability are Katikati A & B, Te
Puna North, Pahoia, Rangiuru, Youngson Road, Paengaroa and Plummers Point
(the last three especially).

To provide some sort of indication of actual rather than relative development viability
the areas considered in this report were compared against some existing growth
areas in the SmartGrowth Strategy (Papamoa, Bethlehem, Wairakei, Pyes Pa West
(The Lakes), Omokoroa and Te Tumu), noting that Tauranga City Council's recent
development viability work for Wairakei indicates that residential development in this
location is marginal.
This comparison found that only
seemed to be more financially
comparison also raises questions
Omokoroa areas as they scored
locations considered in this report.

the Papamoa Hills and Pukemapu Road areas
viable for development than Wairakei. This
about the financial viability of the Te Tumu and
lower than Wairakei and a number of the other

1.0

Purpose

The purpose of this report is to outline the findings of a project to:
•

•

develop a framework for assessing the relative development feasibility of various
locations where greenfield development may occur long-term in the Western Bay
of Plenty sub region.
apply this framework to the various locations that have been identified for
residential development in the Land Capacity & Suitability Study.

This work has been done to inform the upcoming review of the SmartGrowth Strategy
and the SmartGrowth Settlement Pattern as per of the Land Capacity & Suitability
Study.
For the purpose of this report a feasible (or viable) development can be thought of as
one that is sufficiently profitable for a developer to choose to undertake and for a
developer to be able to secure project finance. As such, it must be one that would be
readily saleable.
Given the significant uncertainties that exist about the long-term future, it is not
possible to determine accurately which areas would be financial viable for
development and which would not. However, it is possible to rank areas in terms of
financial viability to determine the relative financial viability one area compared to the
others which are under consideration and this is the approach that has been used.
While this report focuses on development viability it also touches on the financial
implications of different options to the wider community i.e. how the different options
are likely to affect rates and Council debt.

2.0

Background

The current environment provides many challenges to development viability. Some
of the underlying causes of these challenges include:
• Housing affordability - Housing affordability is at an historic low which has resulted
in very low demand for sections and new houses from both owner-occupiers and
rental investors.
• Global financial crisis (GFC) - Has bought recession to New Zealand which has
contributed to the low demand for sections and new houses.
• Availability of development finance - Development finance is very difficult to obtain
at the moment due to GFC and failure of many finance companies in NZ.
• Availability of mortgage finance - has become more difficult to obtain due to GFC
and lack of capital gains of late in the property market.
• Increases to development costs - both land development and building costs have
increased substantially in recent years in areas such as materials prices, labour
rates, Council / Government charges and increasing minimum standards (e.g.
insulation).
Through the Wairakei development viability project^ the Council staff involved
developed a good understanding of the major costs associated with development.
This knowledge can be directly applied to this project.
Because there will be so many more unknowns with long-term future growth areas
than there are with a growth area like Wairakei where development is imminent, it is
not possible to make an absolute assessment of whether growth will be financially
viable or not in each particular location.
This report instead delivers a relative assessment of the financial viability of each
area allowing a ranking of the development viability of each area from most viable to
least viable based on the best information available at the current time. It also
identifies the major obstacles to development viability in each location.
As such, the report does not conclude which locations are financially viable for
development and which are not, however, it does indicate which locations are likely
to have more chance of being financially viable and why.
The Wairakei report identified some significant challenges to development being
financially viable in that area. These challenges are likely to apply equally and
probably even more so to any other new growth area that might be considered as it is
unlikely that any other location would have a lower development cost structure than
Wairakei. As such, it is important to recognise upfront that many of the potential
growth locations considered in this report would not be viable development
propositions at the current time. It should be noted that the current financial viability
challenges apply to delivering both new owner-occupied housing and new rental
housing.
While this is a realistic, although reasonably bleak, assessment it should be realised
that over time these current challenges may be overcome, especially if central
government's objective to create parity between Australian and New Zealand
^ Assessment of Development Feasibility for the Wairakei Urban Growth Area (TCC ref:
3622466).

incomes can be realised. In the long-term, if household incomes do not rise
substantially faster than increases to the price of sections and new houses, it will be
very difficult for the current development viability issues to be overcome as housing
affordability will not improve.
Because there is no guarantee that the current development viability challenges will
be resolved in future (or that they won't actually get worse) it is prudent to at least
identify and consider which locations would have the most chance of being viable
residential development locations from a private sector perspective if these
challenges persist.
It should also be noted that it is not just the Western Bay of Plenty sub-region that is
grappling with development viability and housing affordability issues. All regions in
New Zealand with significant growth have the same issues to some degree. This is
evident in the current historically low nationwide building consent, house sales and
section sales data, as well as the many failed property developments around the
country, including in Tauranga itself.
This report follows on from work undertaken for Tauranga City Council by Neil Gray
in relation to the challenges associated with delivering intensification, consumer
housing preferences, the delivery of 15 lots per hectare in greenfield areas and the
feasibility of the original Wairakei structure plan which envisaged large scale medium
to high density residential development. Neil Gray's work, and Martin Udale's
subsequent work in relation to Wairakei, highlighted the critical need to consider
development feasibility from a private sector point-of-view in addition to land use,
infrastructure and funding when making long-term growth management decisions.
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3.0 Assessment framework
The following assessment framework is designed to rank various locations in terms
of their relative development feasibility for urban residential development. An
average yield of 15 lots per hectare is assumed for consistency with the
SmartGrowth Strategy but the results of this study would be equally applicable to
lower or higher residential densities e.g. 10 lots per hectare or 18 lots per hectare.
In simple terms the feasibility of development depends upon the cost of developing
sections, the price these sections can be sold for and how quickly they can be sold.
This indicates that both the supply side and demand side factors of the section
market need to be considered to provide a full development viability assessment for
each location.
Because building costs would not vary to any meaningful level across the various
locations being considered for development they are not a relevant factor in
considering the relative financial viability of one location compared to another. For
this reason they are not considered in this report.
It should however be noted that building costs are an extremely important component
to an absolute assessment of whether development is financially viable in a particular
location or not. This is because building cost component is generally higher than
section cost component in the total cost of delivering a new residential dwelling.
The assessment framework used in this report has been peer reviewed by Martin
Udale of Essentia Consulting. Martin was the project leader for the Wairakei
Development Feasibility Project undertaken by Council and he has extensive
experience in the property development industry.
It should however be noted that the report itself and the assessment framework have
not be peer reviewed by the other SmartGrowth partners or by the development
community.

Demand side factors
From a demand side point-of-view the assessment framework and report focus on
two factors that significantly impact upon where people want to live and how much
they are willing to pay to live there. These are:
1.
2.

Distance to employment centres and higher order services
Land characteristics and local amenity.

Distance to employment centres relates to how far a potential development site is
from the main employment nodes in the Western Bay sub-region (both commercial
and industrial areas) - currently these nodes primarily being in the Tauranga isthmus
from Sulphur point south to the IMF Tauriko development, and in central and
northern Mount Maunganui.
Higher order services relate to things like private schooling, specialist shopping and
entertainment, hospitals and tertiary institutes.

Land characteristics refer to things like views, aspect (north facing or otherwise),
neighbouring land uses and distance to harbour/ ocean.
Local amenity refers to the proximity of local services like a neighbourhood shopping
centre as well as primary and secondary schooling.
There are a number of other factors that influence demand such as household
incomes and population growth, however it is assumed that these factors would
remain constant regardless of which locations were chosen. On this basis they can
be ignored as they would not influence the development viability of one area relative
to another (however, again, they have a significant influence on an absolute
assessment of development viability).
Supply side factors
There are many different factors that can significantly impact upon the cost of
delivering finished residential sections. The major costs of land development are:
• Land purchase costs
• Development setup costs (plan changes, master planning etc)
• Lot development costs (earthworks, services, roads, stormwater etc)
• Development contributions
• Other Council costs (resource consents, rates etc)
• Indirect costs (marketing, sales, admin, legal, accounting, site office, insurance,
project management, valuations etc)
Direct sales costs (real estate agent commissions, sale and purchase agreements,
transfer of title)
• Project finance costs (interest charges, bank fees)
• GST.
Many of these costs are either:
• Minor in the scheme of the total cost of development (e.g. other Council costs)
• Relatively fixed and for the most part unaffected by the location of development
(e.g. indirect costs, direct sales costs)
• A function of other costs (e.g. interest costs are significantly affected by land
purchase timing and the amount paid for land).
To assess the relative financial viability of different locations the assessment
framework focuses on the significant cost items in the development of sections which
are:
1.
2.
3.

Lot development costs
Development contributions
Land purchase costs.

This approach allows the average cost of delivering a section to be compared
between the different locations under consideration.
The Wairakei report indicated that land purchase costs, lot development costs and
development contributions would make up approximately 80-85% of the total costs of
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developing sections in this area. Land purchase costs ranged between about 11 and
23%^ depending on different scenarios.
Assuming the normal allocation of costs between development contribution funding
and lot development costs (including lead infrastructure), development contribution
costs ranged between 27 and 31% and lot development costs were 35 to 40%.
In addition to these costs being the most significant development costs, it should be
noted that there is significant potential for these costs to vary from one location to
another based on a range of different factors which are addressed later in this report.
Given this, these three factors are the key to assessing the relative development
viability of the various different locations from the supply side of the market.
In addition to these three factors, the issue of land capability is also addressed. This
basically refers to the percentage of the land within a particular location that is
developable. It heavily affects the 'yield' that can be achieved from the land. If this
percentage is low, perhaps because of topographical or geotechnical constraints,
development is not likely to be financially viable. The implications of land capability
are likely to be largely reflected through lower land purchase costs, higher lot
development costs and higher development contributions but they may also have
some additional implications for development viability.

Discussion of demand and supply factors
This section outlines each of the demand and supply factors considered in this report
in more detail, as well as explaining how each is measured.

Demand factor #1: Distance to employment centres and higher order services
In simple terms, most households wish to live reasonably close to the things that they
use on a frequent basis. These things may include: place of employment, schools or
tertiary institutes, supermarkets and other shopping centres. These things can be
offered in small centres like Katikati or Te Puke but for many people at least some of
these things (especially employment) won't be available in a small centre and are
only provided by larger centres e.g. Tauranga City.
In addition to this, the higher level services provided in Tauranga City will play an
important role in the decisions of many about where to live. These higher level
services include:
• Depth, range and amount of employment opportunities in Tauranga, including the
presence of many specialist and higher paying jobs not found in smaller towns

^ It should be noted that in the Wairakei report land purchase costs were assumed to range
from $350,000 per hectare down to $140,000 per hectare. During the mid 2000's
developable land prices exceed $1m per hectare in many instances in and around Tauranga
City. At these levels land purchase costs would be a much higher percentage of land
development costs. This level of land cost would not permit development in Wairakei to be
feasible. In fact, with land purchased as needed for development at $350,000 per hectare
development still appears to be marginal with significant housing affordability issues
remaining.
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• Tertiary institutes, including the Bay of Plenty Polytechnic, the University of
Waikato and the Bethlehem Institute of Technology
• Public and Private schooling (Bethlehem College, Aquinas College)
• Public and private hospitals
• Specialist shopping including most national and some international chain stores
• Wider range of entertainment and recreation options
• Wider range of housing choices including apartments and retirement villages
• More comprehensive public transport network.
While many households are likely to want to locate in or at least very close to
Tauranga City, it is acknowledged that smaller centres such as Te Puke and Katikati
will remain attractive to some.
However significant urban growth of these smaller centres is already envisaged in
the current SmartGrowth Settlement Pattern. This would cater for those who wish to
live in a smaller centre. The Table below shows the projected population growth in
these smaller centres as per current SmartGrowth projections.
Table 1: Anticipated population growth of smaller centres in Western Bay of Plenty
Town

2006 population

2051 population

Additional people

% increase

Waihi Beach

2,946

7,590

4,644

158%

Katikati

7,932

15,210

7,278

92%

Omokoroa

2,208

12,000

9,792

443%

Te Puke

9,087

15,508

6,421

71%

Total

22,173

50,308

28,135

127%

Source: SmartGrowth population projections 2007.
Given the significant population growth in these smaller centres that is already
envisaged, there is a significant question mark about whether there would be
sufficient demand for these smaller centres to grow at an even faster rate. If growth
is forced into these smaller centres rather than being able to locate in or close to
Tauranga City, the sub-region may find that this becomes a constraint on migration to
the Western Bay of Plenty.
If these smaller centres are to accommodate more growth than is currently planned
more commuter traffic is likely to flow to and from Tauranga City for reasons such as
employment, education and other higher order services (as described earlier).
Given the high transport costs (i.e. oil prices) at present, and the likelihood that
transport costs may rise significantly more in the future, it is entirely conceivable that
reasonably long commutes may become unaffordable for many and force them to reevaluate their residential location closer to their place of employment and other
services/amenities that they wish to use on a regular basis.
Such considerations could be offset if new housing costs in smaller towns were
significantly cheaper than new housing costs in Tauranga itself. However this is
unlikely to be the case. Presently section prices in place like Katikati, Omokoroa and
Te Puke are more-or-less on par with section prices in Tauranga. Building costs are
practically identical across the whole Western Bay of Plenty. As such, new house
costs in smaller centres and in Tauranga are reasonably similar.
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This is unlikely to change significantly in the future given that the cost structure of
new subdivisions in smaller centres is likely to be very similar to the cost structure of
new subdivisions in Tauranga. Because of this, developers would not be able to
offer cheaper sections in the smaller centres to attract people who want a new house
but cannot afford the cost of a new house in Tauranga. Likewise, rents for new
houses in these smaller centres are unlikely to be significantly cheaper than they are
in Tauranga as the cost of purchasing (or building) a new house will be comparable.
Overall, in relation to the factor distance to employment centres and higher order
services, most new households are likely to want to locate within or very close to
Tauranga City. In response the Tauranga urban area would need to expand
outwards through the development of new suburbs unless development at higher
density occurs.
The current shortfall in accommodating the population growth anticipated by the
SmartGrowth population projections relates to growth that was initially anticipated to
be accommodated within the Tauranga City boundaries in Papamoa East (Wairakei
& Te Tumu) and in the Tauranga and Mt Maunganui infill areas (through
intensification). If this growth was reallocated to smaller centres instead of to
expansion of Tauranga City it would significantly change the anticipated spatial
location of growth in the sub-region in a manner that is unlikely to be consistent with
locational demand, nor with planned or anticipated infrastructure.
Measurement: This factor will be measured by a combination of the distance from
each location by road to the current built up area of Tauranga City (at 2011) and the
distance to each location to the Tauranga city centre.

Demand factor #2: Land characteristics and local amenity
This factor relates to the desirability of the land in each particular location from a
purchasers perspective. The following factors have been identified as determining
desirability of the land:
• The orientation of the land with respect to the sun - Land which faces in a general
northerly direction will be more attractive to land which faces in a more southerly
direction as it will be warmer and will receive more direct sunlight.
• Outlook and views - Land that allows houses to have a reasonable outlook or
view across the city, rural, harbour or ocean is likely to be significantly more
desirable than land that has little or no outlook. Land that is very close to large
arterial roads or industrial areas, particularly where these are visible / audible is
likely to be less desirable.
• Contour of the land - All other things being equal (e.g. price), sections that are
reasonably flat are likely to be generally preferred to sections with significant
contour. Also land which is close to escarpments and ridges that significantly
block the sun are likely to be less desirable.
• Proximity to local services, pnmarily a neighbourhood shopping centre and
primary / secondary schooling - In circumstances where these are not located
close by, the area is not likely to be highly desirable. While these amenities are
eventually developed in areas where they do not exist, for good reasons, this
tends to occur more towards the middle or end of a development e.g. Papamoa
high school or the proposed phmary school and neighbourhood shopping centre in
Pyes Pa West.
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Measurement:
This factor will be measured through an overall qualitative
assessment of the four factors above.

Supply factor #1: Per lot development costs
Per lot development costs relate to the direct costs of delivering finished sections to
the market. They are made up primarily of earthworks, roads and services (water,
wastewater, stormwater, electricity, gas and telecommunications).
The two most significant influences on the per lot development costs are likely to be
topographical and geotechnical conditions.
The topography of an area influences lot development costs primarily through the
amount of earthworks that are required. A flat location would require minimal
earthworks whereas a hilly area would require significant earthworks to be
undertaken to create sections and building platforms, and to allow roads to be built
and services to be laid. In addition significant retaining work may need to be done
which comes at high cost. Some areas may be low lying and susceptible to flooding.
In these areas significant earthworks would be required to increase the ground level
to mitigate these risks so that urban development could take place.
The geology of an area relates to soil and ground conditions. Geotechnical
constraints influence lot development costs in much the same way as topographical
constraints - through earthworks. For instance in some areas peat may have to be
dug out and replaced with other fill, or preloaded to allow urban development to
occur. In some areas uncontrolled fill may be an issue or a high water table.
In addition to increasing earthworks costs, in certain circumstances, roads may need
to be built but sections may not be able to be developed on either one or both sides
of the road due to topographical or geotechnical constraints. There are good
examples of where this has occurred in The Lakes subdivision in Pyes Pa West.
This would result in an increase to the average per lot section cost.
Measurement: This factor is measured by assessing the amount of earthworks
required in an area relative to a minimum amount of earthworks that would always be
expected. A cost is then attributed to the amount of additional earthworks based on
current information about the cost of earthworks.
Earthworks quantities and costs for possible growth locations were assessed by
Council's Utilities Planner based on a rate of $10 per m^ which is the rate used in
Council's Development Contributions Policy.

Supply factor #2: Development contributions
Development contributions (or financial contributions) are levied against development
to pay for the cost of the Council provided infrastructure required to service new
development. For the purposes of this report it is assumed that:
• This mechanism for infrastructure funding will be retained in the future.
• Each individual urban growth area will have its own development contribution fees
based on the cost of the infrastructure required to service that particular area.
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• Development contributions will be required for water, wastewater, stormwater,
transportation, reserves and community infrastructure^.
• The cost of connecting local roads to the State Highway Network will be funded
through development contributions.
The factors that are most likely to determine the amount of development
contributions payable on a per unit basis (per section or per hectare of land) are:
• Distance that trunk water and wastewater services have to be laid including the
cost to duplicate existing networks due to capacity constraints if this is required.
• Cost of connecting to the State Highway Network and the cost of upgrades to
downstream 'pinch points' on the State Highway Network.
Other factors that may have a significant influence on the amount of development
contributions payable are:
• Method of dealing with stormwater runoff and the amount of detention storage
required.
• Timing of infrastructure investment, particularly the need for lead infrastructure.
• Size of the area to be serviced.
• Topography and geology.
The longer the distance that trunk services have to be laid the higher the cost. By
way of example, the cost of the Southern or Omokoroa wastewater pipelines is very
high.
If grade-separated interchanges are required to connect to the State Highway
Network they will cost tens of millions of dollars. For example, the planned gradeseparated interchange on the TEL for Wairakei and Te Tumu is estimated to cost
close to $30m (including the cost of land purchase). NZTA's current policy position is
to require these costs to be funded by Council in situations where future growth is the
sole reason they are required. Consequentially these costs are funded through
Council's development contributions. It is likely that many of the locations considered
in the Land Capacity & Suitability Study would require new grade-separated
interchanges to be built with the State Highway network at some point.
Even if at-grade intersections such as roundabouts were acceptable instead of
grade-separated interchanges on the State Highway Network they can cost many
millions of dollars.
A significant unknown at this point is how any downstream traffic management issues
on the State Highway Network as the result of a new growth area would need to be
remedied and funded. At this stage it seems that there may be some significant
downstream issues, especially in relation to growth areas that would connect to
SH29 and SH2 (between Tauranga and Katikati). Further discussion with NZTA is
required on this issue. For the time being and for the purpose of this assessment it
^ In some cases developers may directly fund infrastructure rather than paying development
contributions. For example in the residential zone in the Wairakei urban growth area the
developers will provide their own stormwater ponds as well as land for neighbourhood
reserves and the development of these reserves. Whether the costs are funded directly by
the developer (which would increase per lot development costs) or indirectly through the
payment of development contributions, they are ultimately borne by the developer at some
point. As such, for the purpose of this report is makes sense to just assume that all of these
costs will be funded through development contributions.
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has been assumed that the potential costs associated with rectifying downstream
issues on the State Highway Network will not be funded via development
contributions tagged to individual growth areas.
In some areas stormwater costs can make up a large portion of the development
contribution fees. These tend to be areas which are relatively flat because they tend
to require large amounts of detention storage by way of ponds and therefore large
amounts of associated land purchase (e.g. Wairakei). Stormwater costs might also
be high if little or no downstream capacity is available in the watercourses that
stormwater flows into (this is a further contributing factor to the high stormwater costs
in Wairakei).
The timing of infrastructure investment relative to the timing of development can have
a significant impact on the cost of capital (interest) component of development
contributions.
If significant amounts of lead infrastructure are required for
development to begin the interest component of development contributions will be
high e.g. West Bethlehem.
The size of an area to be serviced can potentially affect the economies of scale that
can be achieved in servicing it. Larger areas are more likely to be able to achieve
economies of scale which result in lower per unit development contributions. For
example, it would cost much less (on a per unit basis) to build a pipeline 5km to
service 5,000 new sections than it would to service 500 new sections.
As such, in some circumstances development contributions could be reduced if costs
could be shared amongst geographically close areas through the provision of joint
infrastructure e.g. water and wastewater pipes or grade-separated interchanges.
The potential for this has not been explored in this study.
As discussed above, topography and geology affect the amount of earthworks that
are required which in turn affects the cost of the infrastructure built by developers.
Likewise, topography and geology affect the cost of building infrastructure funded
through development contributions.
Reserve land purchase and reserve development costs are likely to be comparable
across the different locations being considered. As such, they have not been
factored in.
Measurement: This factor will be measured by assessing what the likely water,
wastewater, stormwater and transportation infrastructure costs would be for each
area (including interest costs) on a per unit basis. Given the lack of information
about the exact infrastructure requirements for each area, significant reliance has
been placed on the known costs of servicing new growth areas like Pyes Pa West
(The Lakes), Tauriko (IMF industrial development), Wairakei, Omokoroa and
Rangiuru (proposed industrial development).

Supply factor #3: Land capability
For the purpose of this report, land capability refers to the percentage of the land
within a potential growth area that is developable. Some parts of a potential growth
location may not be developable. Generally this is because of topographical or
geotechnical constraints. Although in some instances other factors such as cultural
or ecological factors may limit the amount of land that is developable.
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What should be done with these undevelopable areas is likely to prove problematic if
surrounding land is developed, especially if a large amount of land in a particular
location is not capable of being developed. Some options include:
• Rural residential / lifestyle properties (not feasible for land with severe
development constraints)
• Reserves / open space (development, renewal and maintenance costs must be
funded)
• Forestry (potential access, traffic and fire safety issues).
Land capability has financial implications for land development. For instance land
capability constraints:
• Are likely to increase the per unit development contribution charge because they
reduce the number of sections over which costs can be recovered.
• Are likely to increase per lot construction costs because of additional earthworks
being required and the loss of yield along some road frontages.
• Would require developers to purchase significant areas of land that are not
developable. Alternate uses for this land would need to be found.
Measurement: Because the impact of land capability constraints on development
contributions and lot development costs is accounted for within those factors it does
not need to be measured again in order to avoid double counting.
Consideration was given to assigning a cost for the purchase of land that was not
developable. However valuation advice provided to Council'* suggests that this land
has minimal value and therefore this is not an material issue, even in an area where
a large amount of undevelopable land exists.
However, a qualitative assessment has been made of the likelihood that
undevelopable land would be a liability rather than an asset factoring in the potential
cost of putting the land into a viable alternate use. It should be noted that relatively
little information was available to do this and consequently it is recommended that
further work be undertaken to confirm (or otherwise) the conclusions reached.
Supply factor #4: Land purchase costs and land assembly
Both the cost and timing of land purchase can have significant impact on the viability
of development. The purpose of this report is not to try and predict how much
developers would pay for land and on what terms as this clearly is not possible.
It is however worthwhile considering the following question: If land prices had to
reduce in order for development to be feasible, in which locations is there the most
scope for this to occur?
In considering this question, it is assumed that the maximum amount a developer is
able to pay for developable land is determined using a top down approach. In other
words, the likely net realisation is calculated (average section price multiplied by the
total number of sections sales). From the net realisation, development costs are
removed as well as a profit margin that would be sufficient to allow project finance to
'' Letter from Middleton Valuation addressed to Lee Jordan, Tauranga City Council dated 15
March 2011.
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be secured. What is left (which is hopefully a positive amount) is the maximum
amount of money a developer can afford to pay for land to achieve a viable
development. This amount is termed the residual land value.
In line with this valuation approach, the value of land would reduce to compensate for
adverse development factors. For instance in a location with high development
contributions, high per lot development costs, significant land capability constraints or
poor locational characteristics the land price simply adjusts downwards to
compensate.
In this sense it could be argued that because the land price will adjust depending on
the specific characteristics of a development, all developments are equally viable (or
unviable). It doesn't really matter if, for instance, development contributions or lot
development costs are high in some areas. The land cost will simply adjust to a level
that makes development just as viable in this location as it is in any other location.
This theory would probably have significant merit / truth in a situation where
development is viable even with land prices many times greater than the value of the
underlying rural land values. In other words if development was viable with a land
cost of say $1m or $2m per hectare this theory would probably hold true in most
circumstances. However this situation does not reflect the current situation due to
significant development viability challenges.
For the purpose of this report it is assumed that these development viability
challenges will persist into the future. As such, the theory above will not hold true as
there will be significant limitations in some locations to how much land prices can
adjust downwards (if at all) to make development viable given the cost structure of
land development and housing affordability challenges which necessitate a lower
starting point for land prices.
Given this, a key to assessing which locations are likely to be relatively more viable
for development than other locations is to determine the extent to which the individual
characteristics of each location would affect land prices and comparing this to the
extent to which land prices in each location would have the ability to adjust
downwards to accommodate any adverse development characteristics.
All areas are equal in terms of the ability of land prices to adjust downwards except in
relation to the value of land for its underlying rural use. Some land has significantly
higher values than other rural land with 'gold' kiwifruit and lifestyle properties at the
high end and grazing land at the low end. If land prices had to adjust downwards
there is obviously more scope for this to occur where low value rural land uses exist.
It should be noted that the potential effects of the PSA disease on the value of land
used for kiwifruit production have been ignored in this report. If PSA does
significantly reduced the value of this land in the long-term then this aspect of the
report would have to be revised.
In addition to land values, lifestyle properties and kiwifruit orchards tend to be small
in size relative other rural properties such as land used for cropping, grazing or dairy
production. This would often necessitate the amalgamation of two or more properties
to allow viable subdivision to take place. Historically this has not proved to be a
significant barrier to development in Tauranga e.g. the orchard areas of Bethlehem
and Pyes Pa were developed without any major issues. However it should be noted
that when this occurred orchard values were much lower than they are now.
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Measurement: This factor is measured by determining the underlying rural land
value in each area based on rating values and valuation advice as well as a
qualitative assessment of the need for land assembly to take place.
Methodology for assessing development viability
It is not possible to calculate the residual land value that would make development
viable in each location and then to compare this to the actual underlying rural land
value to determine which locations would be viable, which would be marginal and
which would be unviable for development.
Instead a scoring system has been developed which should provide a reasonably
robust measure to allow the various locations to be ranked from best to worst in
terms of development viability. Again, it should be noted that this does not
necessarily mean the best area is viable and the worst area is not. It could be that all
areas would be viable or that all areas would be unviable (either in today's
environment or in the future).
The formula takes account of all of the factors identified in this report that are likely to
materially affect the viability of development, and therefore what the land would be
worth to a developer. These factors are:
•
•
•
•
•

Distance to employment centres and higher order services
Land characteristics
Lot development costs
Development contributions
Land capability.

Each of the factors is measured on a scale of 1 to 5 with 1 being the worst possible
outcome for development viability and 5 being the best.
The scoring has been done in a manner to achieve consistency across the various
factors in terms of their impact on development viability. For example, in the areas
being considered the potential range of development contributions per lot is much
greater than the range in per lot development costs. As such, if an area had both
very high development contributions and very high lot development costs the score it
would get for development contributions (probably a 1) would be lower than the score
it gets for lot development costs (probably a 2 or 3).
Likewise, all of the areas identified as potential development locations have
reasonable land characteristics. As you would expect, effort has not been put into
assessing areas that are, for example, low lying and prone to flooding or
mountainous. As such, all areas have scored at least moderately on this factor.
The scores for each of the 5 factors were summed to give a total score out of 25.
This total represents the land cost that would permit development to be viable with a
score of 5 being the lowest land cost and a score of 25 being the highest land cost.
Put another way, at any particular land price, development would be more financially
viable in a location with a higher score than it would be in a location with a lower
score.
If it was assumed that the amount paid for land by developers would always exceed
the value of any underlying rural land use, including relatively high value uses such
as kiwifruit or lifestyle, then the above methodology would be sufficient to allow a
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ranking of each location in terms of financial viability. However, development viability
constraints may require land values to reduce below the underlying rural land values
for some land uses (but not others)^. If this occurred land with a higher underlying
rural value than a development value would not be developed as the developer
would not be able to afford to pay market value for the land, let alone any premium
above this.
Land valuation evidence suggests that there is over $400,000 difference between
different rural land uses. High productive horticulture land in Te Puna with significant
lifestyle value is worth on average over $500,000 per hectare in accordance with the
WBOPDC rating database whereas in other locations rural land is worth around
$100,000 per hectare in accordance with the WBOPDC rating database.
$400,000 per hectare is approximately the difference of 3 points (e.g. the difference
between a 2 and a 5) for the other factors like development contributions. As such,
to factor in the ability of the land price in each location to reduce due to the value of
underlying land uses a score between 0 and 3 has been deducted from the total of
the other five factors. A score of 0 reflects an area in which all the land is in low
value uses (grazing, dairy, pine trees etc) whereas a score of 3 reflects an area in
which all the land is in high value uses (gold kiwifruit, lifestyle properties).
In addition to this, to account for the costs and difficulties of having to assemble
smaller land holdings into larger land holdings for development of a reasonable scale
to occur, a score of 1 has been allocated to areas where this is likely to be necessary
i.e. areas where there are many land owners and the average size of land holdings is
relatively small i.e. where orchards and lifestyle blocks are prevalent. The score from
this factor is deducted from the total of the other five factors which means that the
total score for the land price factor ranges from 0 to 4. This land assembly issue is
given only low importance because it has not been a major impediment to
development in Tauranga in the past and it is still possible for subdivisions to be
developed on smaller land holdings.
It is important to take into account the ability for land prices to adjust downwards
because it ensures that an area with more development constraints (costs) is not
penalised compared to an area with less development constraints if there is a greater
ability for land prices to adjust downwards in the area where the greater constraints
exist.
Given that this factor has a range of only 0 to 3 means that it is unlikely to have a
huge effect on the final ranking of each location from most to least financially viable.
The range is narrow to ensure consistency with the scoring for the other five factors.
This ensures that this factor is not given more weight than it should be.
Sensitivity testing
Sensitivity testing has been undertaken by ranking the areas in three different ways:
1.
2.

By including all supply and demand factors, including the land price
adjustment factor.
By including all supply and demand factors except for the land price
adjustment factor.

^ For example land prices might need to be below the value of 'gold' kiwifruit blocks but could
still be well above the value of land used for grazing.
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3.

By including just the supply factors (i.e. focusing solely on the cost of
developing finished sections for sale).

Multiple owned Maori land
It should be noted that the impact of multiple owned Maori land on development
viability is not addressed in the above methodology given that it is somewhat of an
unknown.
In some of the areas originally identified in the Land Capacity and Suitability Study
there were significant amounts of multiple owned Maori land. These areas were
subsequently altered to remove most or all of this land on the basis that it was a fatal
flaw, or at least a potential fatal flaw, for development.
All other things being equal, multiple owned Maori land would be equally as viable for
development as land which is currently in 'general title' if it is assumed that it would
be brought to the market in an acceptable and timely manner. For this to occur it
would require the agreement of the owners of the land to develop it. This may not
occur for various reasons. In addition, sections would have to be bought to market
on an acceptable basis which probably means freehold titles as opposed to
leasehold arrangements. Leasehold arrangements may however be preferable to
Maori given that their desire is often to retain land ownership. This conflict may
create significant development viability issues.
Caution would be advised in relying on multiple owned Maori land for future
development needs outside of the housing iwi and hapu members.
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4.0 Application of Assessment Framework
In this section of the report each individual growth location is scored against the
assessment framework that was outlined in the previous chapter. This scoring is
then bought together into a series of summary tables in which the locations are
ranked from best to worst in terms of development feasibility.
The location of each area is shown in the appendices to this report.
The areas of Pyes Pa Road and Maketu have previously been identified as having
fatal flaws and are therefore not addressed in this report.
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Katikati A
This area is a peninsula, bounded partly by the existing township, partly by a
SmartGrowth identified development area to the west and partly by the harbour on
the other three sides. The area is 282 hectares in size with approximately 183
hectares of this being developable. This would provide capacity for approximately
2,750 houses at 15 dwellings per hectare. The topography is gentle to slightly rolling.
Distance to employment centres and higher order services
This area is located approximately 32km from the existing Tauranga urban boundary
at Bethlehem via SH2 and 39km from the Tauranga city centre. Along with the other
two areas in Katikati, it is the most distant from Tauranga of all of the locations being
considered in the Settlement Pattern Review Project.
Score: 1 out of 5.
Land characteristics and local amenity
The land in this area is basically flat. Around the costal margins there is ample
opportunity for views of the Tauranga harbour from the southeast around to the
north. There is ample opportunity for development to be orientated towards the sun.
All houses would be within about 500m of the harbour as well as being in close
proximity to the Katikati town centre. Primary and secondary schooling is available at
Katikati. The Katikati wastewater treatment plant is located in the south-western part
of this area which would have some localised impact on developing a very small
portion of the area.
Score: 5 out of 5.
Per lot development costs
With flat land, good soil conditions and the need to undertake only minimal
earthworks, lot development costs would be as low as the realistically could be.
Earthworks have been assessed at approximately $40,000 per hectare.
Score: 5 out of 5.
Development contributions
If this area was to be developed in addition to the growth already planned for Katikati
the capacity of the wastewater treatment plant and ocean outfall pipe off Matakana
Island would have to be expanded once about 800 houses had been built in this
area. It has been assessed that the costs associated with this would be prohibitive.
Assuming the proposed State Highway bypass of Katikati was built, it is unlikely that
there would be significant transportation costs that would need to be funded through
development contributions. If development were to proceed prior to the bypass being
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built there would be significant issues associated with connecting to the State
Highway to be overcome.
Water and stormwater development contributions are likely to be relatively low.
Score: 1 out of 5.
Land capability
A high level assessment indicates that approximately 30% of the land in this area in
not developable. The undevelopable land is primarily low lying land in the costal
margins and the land associated with the wastewater treatment plant. The low lying
land could be retained in its current rural uses or be developed into reserves. Overall
no significant land capability constraints have been identified.
Score: 5 out of 5.
Underlying rural land value
The underlying rural value in this area is likely to be moderate with the majority of the
land in kiwifruit orchards and the remainder, which is lower lying, in pasture.
Score: 1 out of 3.
Land assembly
The property size and land fragmentation data set out in Appendix 4 has not
identified any significant land assembly issues in this location.
Score: 0 out of 1.
Multiple owned Maori land
No multiple owned Maori land is located in this area.

24

Katikati B
This area is bounded by Tetley Rd to the north-west, SH2 to the west and the
harbour to the north-east and south-east. Topography is gentle to rolling. The area is
177 hectares in size with approximately 99 hectares of this being developable. This
would provide capacity for approximately 1,480 houses at 15 dwellings per hectare.
Distance to employment centres and higher order services
This area is located approximately 31km from the existing Tauranga urban boundary
at Bethlehem via SH2 and 38km from the Tauranga city centre. Along with the other
two areas in Katikati, it is the most distant from Tauranga of all of the locations being
considered in the Settlement Pattern Review Project.
Score: 1 out of 5.
Land characteristics and local amenity
The land in this area is gently sloping towards the southeast with good opportunities
for views of the harbour in this direction however a lot of this part of the harbour is
tidal and the views may not be quite as attractive as other areas. The land is in close
proximity to the Katikati town centre. Access to sunlight would not be an issue.
Primary and secondary schooling is available in Katikati.
Score: 5 out of 5.
Per lot development costs
With reasonably flat land and good soil conditions and the need to undertake only
moderate earthworks lot development costs would be low. Earthworks have been
estimated at approximately $105,000 per hectare.
Score: 5 out of 5.
Development contributions
If this area was to be developed in addition to the growth already planned for Katikati
the capacity of the wastewater treatment plant and ocean outfall pipe off Matakana
Island would have to be expanded once about 800 houses had been built in this
area. It has been assessed that the costs associated with this would be prohibitive.
Assuming the proposed State Highway bypass of Katikati was built, it is unlikely that
there would be significant transportation costs that would need to be funded through
development contributions. If development were to proceed prior to the bypass being
built there would be significant issues associated with connecting to the State
Highway to be overcome.
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Water and stormwater development contributions are likely to be relatively low.
Score: 1 out of 5.
Land capability
While a significant amount of undevelopable land exists within this area it would all
have viable alternate uses and would therefore does not pose a threat to
development viability.
Score: 5 out of 5.
Underlying rural land value
The underlying rural land values in this area are likely to be low as per the land
values in the WBOPDC rating database for this area.
Score: 0 out of 3.
Land assembly
The property size and land fragmentation data set out in Appendix 4 has not
identified any significant land assembly issues in this location.
Score: 0 out of 1.
Multiple owned Maori land
No multiple owned Maori land is located in this area.
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Katikati C
The area is bounded by NZTA designation (Katikati bypass) to the east, Rawaka Dr
to the north, Uretara Stream to the west and Wharawhara Rd. to the south.
Topography is 'rolling'. The area to the north of Rawaka Dr. has been excluded due
to it being within the flood zone. The area is 55 hectares in size with approximately
44 hectares of this being developable. This would provide capacity for approximately
660 houses at 15 dwellings per hectare.
Distance to employment centres and higher order services
This area is located approximately 31km from the existing Tauranga urban boundary
at Bethlehem via SH2 and 38km from the Tauranga city centre. Along with the other
two areas in Katikati, it is the most distant from Tauranga of all of the locations being
considered in the Settlement Pattern Review Project.
Score: 1 out of 5.
Land characteristics and local amenity
This land has a small gully running through the middle of it with the land gently
sloping inward towards this gully that runs from north to south. The land is
reasonably low lying although not to the extent that direct sunlight would be an issue
at all. Any views would be localised or to the hills in the distance. The area is
located close to the Katikati town centre. Primary and secondary schooling is
available in Katikati.
Score 4 out of 5.
Per lot development costs
This area would require light to moderate earthworks with an average cost estimated
at $70,000 per hectare.
Score: 5 out of 5
Development contributions
Development contributions are likely to be relatively low in this area for two reasons.
Firstly, the development of this land would not necessitate an upgrade to the
wastewater plant and ocean outfall pipeline. Secondly, the additional 700 houses are
unlikely to require major additional costs to connect to the State Highway Network. It
is unlikely that development contributions could realistically be any lower than they
would be in this area.
Score: 5 out of 5.
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Land capability
Approximately 8 hectares in this area has been identified as being undevelopable.
This relates to a very narrow corridor of land around the watercourse that runs
through the middle of the area and a gully in the northeast. While the gully may not
be developable into residential sections it would be suitable for rural residential
development or as part of larger residential sections and therefore does pose a threat
to the viability of development.
Score: 5 out of 5.
Underlying rural land value
The underlying rural land values in this area are likely to be moderate as per the land
values in the WBOPDC rating database for this area.
Score: 1 out of 3.
Land assembly
The property size and land fragmentation data set out in Appendix 4 has not
identified any significant land assembly issues in this location.
Score: 0 out of 1.
Multiple owned Maori land
No multiple owned Maori land is located in this area.
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Pahoia
This area covers the entire Pahoia Peninsula bounded by the State Highway 2 to the
South and Tauranga Harbour on the other sides. The East Coast Trunk Railway cuts
through the Peninsula. It is 345 hectares in size with approximately 283 hectares
being developable. This would accommodate approximately 4,250 houses at 15
dwellings per hectare.
Distance to employment centres and higher order services
This area is located approximately 15km from the existing Tauranga urban boundary
at Bethlehem via SH2 and 22km for the Tauranga city centre.
Score: 3 out of 5.
Land characteristics and local amenity
Pahoia has a ridge that runs down the middle of it in a north / south direction. The
land generally slopes away from this ridge towards the east and the west and to
harbour. Harbour views would be possible from much of this land and all houses
would be within about 500m of the harbour. Access to direct sunlight is not an issue.
A small amount of neighbourhood shopping is available in nearby Omokoroa which is
likely to expand over time to eventually include a supermarket. A primary school is
located on the intersection with SH2. The closest secondary school is located in
Katikati.
Score 4 out of 5.
Per lot development costs
This area would require significant earthworks which are estimated at an average of
$250,000 per hectare.
Score: 4 out of 5.
Development contributions
Development contributions in Pahoia are likely to be high due to:
• The cost of connecting to the State Highway Network.
separated interchange may be required.

Ultimately a grade-

• The cost of constructing a wastewater pipe back to Tauranga. It should be noted
that alternately a wastewater treatment plant could be built in the vicinity. While
this would still be expensive it may be cheaper than a pipe back to Tauranga.
There would be insufficient capacity to connect to the current wastewater pipe
from Omokoroa to Tauranga.
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• Likely to be significant cost associated with upgrading / building water treatment
plants, reservoirs and trunk pipes.
• Significant need for lead infrastructure to be built to allow development to
commence meaning which means that interest costs would be high.
Score: 1 out of 5.
Land capability
While some of the land in this area would not be developable because it is low lying
or too steep it could still be used for rural residential / lifestyle properties or for rural
purposes. As such no land capability issues exist that might affect development
viability.
Score: 5 out of 5.
Underlying rural land value
The underlying rural land values in this area are likely to be moderate as per the land
values in the WBOPDC rating database for this area.
Score: 1 out of 3.
Land assembly
The property size and land fragmentation data set out in Appendix 4 has not
identified any significant land assembly issues in this location.
Score: 0 out of 1.
Multiple owned Maori land
No multiple owned Maori land is located in this area.
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Youngson Road
The area is located adjacent to the Omokoroa Peninsula with access to State
Highway 2 via Barrett Road, Youngson Road and Esdaile Road. The land is
generally sloping topography and utilised for horticultural and pastoral farming. The
area is 130 hectares in size with approximately 103 hectares of this being
developable. This would accommodate approximately 1,540 houses at 15 dwellings
per hectare.
Distance to employment centres and higher order services
This area is located approximately 12km from the existing Tauranga urban boundary
at Bethlehem via SH2 and 19kn to the Tauranga City Centre.
Score: 3 out of 5.
Land characteristics and local amenity
The land in this area is sloping towards SH2 in a northerly direction. Some rural
views would exist but not harbour views. The land is orientated towards the sun.
Some local shopping facilities are available in nearby Omokoroa and Whakamarama.
The retail offer in Omokoroa is likely to expand over time to eventually include a
supermarket. Primary schools exist nearby in Omokoroa and Pahoia. The nearest
secondary schools are in Katikati and Tauranga.
Score: 3 out of 5.
Per lot development costs
This are would require significant earthworks which are estimated at an average of
$300,000 per hectare.
Score: 3 out of 5.
Development contributions
Development contributions in this area are likely to be high due to:
• The cost of connecting to the State Highway Network. Ultimately a gradeseparated interchange is likely to be required although this cost could be shared
with the neighbouring Omokoroa urban growth area.
• The high cost of upgrading existing internal roads which are narrow and steep.
• The cost of constructing a wastewater pipe back to Tauranga. It should be noted
that alternately a wastewater treatment plant could be built in the vicinity. While
this would still be expensive it may be cheaper that a pipe back to Tauranga.
There would be insufficient capacity to connect to the current wastewater pipe
from Omokoroa to Tauranga.
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• Likely to be significant cost associated with upgrading / building water treatment
plants, reservoirs and trunk pipes.
• Significant need for lead infrastructure to be built to allow development to
commence which means that interest costs would be high.
Score: 1 out of 5.
Land capability
While some of the land in this area would not be developable because it is low lying
or too steep it could still be used for rural residential / lifestyle properties or for rural
purposes. As such no land capability issues exist.
Score: 5 out of 5.
Underlying rural land value
The underlying rural land values in this area are likely to be low as per the land
values in the WBOPDC rating database for this area.
Score: 0 out of 3.
Land assembly
The property size and land fragmentation data set out in Appendix 4 has not
identified any significant land assembly issues in this location.
Score: 0 out of 1.
Multiple owned Maori land
No multiple owned Maori land is located in this area.
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