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s 9(2)(a) OIA

Background and purpose of this report

1. At your regular agency meeting on 2 June, you asked officials to provide:

a. a hreakdown of the sensitivity of space entitlement calculations to roll
numbers for different school types; and

b. a comparison between the annual funding schools of these sizes would
receive based on:

i. cash for buildings

ii. an indicalive regional lease cost, based on publicly available
rates from Colliers International.

Space entitlement calculations

2. Each state school’s enfitement to buildings is based on the School Property Guide
calculator, which is publicly available online'.

3. The calculation includes a mix of fixed and varlable components. Teaching space,
for example, is linked to staffing ratios, and therefore increases when enough
additional students enter a year level to trigger another teacher — and thus
another classroom.

4. The following chart shows how the space entitlement (m?) increases'for three
different school types increases as the roll increases from 50 to 300 students.
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http://www.minedu.govt.nz/NZE ducation/EducationPolicies/Schools/PropertyToolBox/StateSchools/Fu
nding/SPGDefFunding/SPGCalc.aspx




Space entitlement for different school types
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As illustrated above, older students generate more space, due to the need fo
provide a wider variety of spaces in senior years. For example, secondary schools
are entitled fo a gymnasium, while primary schools are not.

There is no specific entittement for land. Site sizes vary throughout the country.
The Ministry has guidelines it uses when considering sites for purchase for new
schools or site extension.

Comparison of annual property funding based on Cash for Buildings and market lease
costs

7.

10.

Office lease costs in this analysis are sourced from Collier's ‘New Zealand CBD
Office 2014’ report”. The report provides a low-high range for a number of
CBDffringe locations in Auckland, Hamilton, Wellington and Dunedin. The mid-
point of each range has been taken. Only one range for Christchurch (Premium
CBD} is quoted in the report, given limited data available. Again, the midpoint of
this range has been used.

Appendix One provides the key information across a range of school types (Year
1-8, Year 7-10, Year 9-13) and school rolls (50 to 300 pupils).

Officials are available fo walk you or your advisors through the analysis. An Excel
model is also available if you would like to run further scenarios.

The following chart shows that for most cities, Cash for Buildings provides less
funding per square metre than a Sponsor might expect to pay to lease office
space. This reflects the fact Cash for Buildings does not factor in the cost of land.

2 publically available at:
http:/fwww.colliers.co.nz/find%20research/office/nz%2 0chbd%20office%20report%202014/.




Per square metre Cash for Buildings and
Lease rates
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11. In Hamilton and Dunedin, C Grade office accommaodation is cheaper than Cash for
Buildings amount. The following chart illustrates how cash for buildings funding for
a full primary school in Hamilton falls between the cost of A and C grade office
accommodation.
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13.

14.
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It should be noted that a Sponsor will have “property” costs in addition to paying
rent, such as buying and maintaining furniture and equipment. So the total property
costs may be much closer to the Cash for Buildings amount.

This analysis aligns with the Ministry’s experience of trying to find leased
accommodation for education providers and anecdotal evidence from schools: it is
difficult to find suitable space in urban areas for the amount of funding Cash for
Building provides.

Colliers has indicated that it may not be possible to provide a market-based rate
for rural areas, but should be possible to formulate indicative lease costs for a
school in the main centres. However further work is required on what appropriate
lease costs per square metre would be, including:

a. Determining the appropriate property type (office, industrial, retail,
residential) which to base school lease costs on for each region as:




i. thereis limited or no office accommeodation in rural areas; and

ii. even when there is suitable accommodation, there is limited
market information available;

b. Determining what grade of accommodation is appropriate for a school.
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