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SUBMISSION TO THE DUNEDIN CITY COUNCIL
ANNUAL PLAN 2008-2009

Emily Flynn

9 April 2008

To the brief 4 page submission I annex:

- NINE PAGES OF ANNEXURES REGARDING STANDARD AND POOR
  RATINGS
- THREE PAGES REGARDING UNFORSEEN OVER-RUNS FOR THE
  QUEENSTOWN AQUATIC CENTRE COMPLETED THIS MONTH

To the Mayor and Councilors, I wish to make a submission against further funding of

the proposed Stadium for the following reasons:

1.0 There is no mandate from the community.

1.1 The independent survey showed two-thirds of the public do not want this

expenditure.  For a project of this magnitude it is offensive to tell people that

because they said they wanted something for free, that it is as good as saying

they wanted to pay for it – so now they have an unwanted debt.  Our society

considers it immoral to sell a hair-brush door-to-door with such a ploy.

1.2 The Mayor has repeatedly cited the failure of two Councilors who opposed the

stadium to be re-elected as evidence of public support for the stadium.

However, the key figure not re-elected had been repeatedly exposed in the

ODT as a disruptive and unstable influence generally.  Up to and during the

elections the following Councilors were perceived, and allowed themselves to

be perceived, as being either against the stadium, or against it should it fail the

test of conservative spending:  Crs Butcher, Walls, Cull, Staynes, Stevenson,

Acklen and Wilson.  Those alone are a clear majority.  There was no reason to

believe Cr Hudson would be other than prudent regarding spending.  The

Mayor kept his cards close to his chest through the election period. Thus, there

was no reason prior to the election for the public to fear that this Council
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would become increasingly in favour of a stadium as evidence mounted

against its viability.

1.3 The interest and support from the University has been much exaggerated.  The

Council on its web-site claims the University is contributing ten million

dollars to the project.  This is misleading.  It is based on a claim by the

Stadium Trust that a University owned building on University owned land on

the site will provide a synergy it values at that level.  The University has stated

vehemently that it is not contributing any funds to the project.  It appears the

University, like the rate-payer, does not want to pay for this Stadium.

2.0 The public has been misled about the impact on rates and opportunity

costs:

2.1 The City Council web-site also claims the Stadium will cost the average rate

payer $66 dollars a year.  This is incorrect – and it is a spin on reality.  That

amount is merely the over-run cost after other substantial rate-payer sources

have been exhausted.  The cost to the rate-payer is the total amount.  The sum

cannot be lower than 10 percent of rates, and it would be remarkable if it did

not grow substantially higher with cost over-runs.

2.2 There has been no discussion about what alternative projects might be more

beneficial to the City and what must be foregone to give way to that project.

The public has not been made aware of the fact that the Stadium will stymie

other non-essential but desirable developments into the distant future.

3.0 This expenditure puts the City at a fiscal risk.

3.1 Council staff concede that there is no guarantee that costs of the project will

not escalate, and that there is no guarantee that income from Council owned

operations might not decrease.  Under those circumstances, there would be
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nothing left in Council to draw upon, and the additional short-falls would have

to be met from rate increases.  No ceiling was given for increases.

3.2 It was indicated at the meeting which voted in favour of stadium development

that income could be raised by charging rates to the likes of the University.

However, I point out that that would have an impact on student fees.  While it

is a peculiar hope of some Councilors that more students (or indeed anyone)

would come to Otago because of a Stadium, it is a certainty that fewer would

come if fees increased and rates increased.

3.2 It was discussed at that same meeting that once the project was underway, the

Government would change its stance and contribute to the project after all.

Without further cause to rely on this slim hope, it would be irresponsible to do

so.

3.3 Cr. Brown equated the Stadium to the forward thinking of Council in the

1960’s, when it proceeded with a closed pool despite public concern.  I point

out that Queenstown has announced it is building just such a pool.  The cost

today is 22 million dollars.  That is one-tenth of the least possible cost of the

Stadium. Dunedin has never seen spending on this scale.  It is on new and

risky territory.  Such spending should be considered with the greatest sobriety

rather than a leap of faith.  It was disturbing to hear Cr. Walls at his

Committee meeting saying that although his head was against the project, he

would follow his heart and vote for it.  That might be appropriate up to a

point, but surely $188 million calls for the head first.

3.4 Council staff reported the reduced grading by Standard and Poor, should the

project proceed, as a triumph in that it wasn’t a very big reduction.  I suggest

Councilors should take that reduced grading as a warning and read with care

what information Standard and Poor relied on for their determination.  I  point

out that Standard and Poor graded Enron as a good risk until it crashed.  On

October 29 S&P declared Enron was a “good risk . One month later on

November 28 Enron was downgraded to junk bond status.  Attached is an

article confirming this point (Statement of Joe Leiberman).
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As well, attached is a scholarly article explaining that grading by such

institutions as Standard and Poor is only as good as the information it receives

(Statement of Steven L. Schwarez).  Standard and Poor is not the Commerce

Commission.  It does not investigate.  In our case, there is for all to see an

optimistic mind-set in the way financial risks in relation to the Stadium are

minimized on the Council’s web-site.  I submit the potential for such optimism

to result in a more favourable risk rating than the one deserved must be at least

considered by Councilors when assessing the risk.

3.5 For comparison, and concern, I annex three pages in relation to cost increases

in relation to the nearly completed Queenstown Aquatic Centre.  A media

release dated 27 April 2005 quotes the projected cost at about $14 million.  A

brief article in the Highlander  dated June 2007 put the cost at $18 million.

An item in the ODT this April 2008 puts the final cost at $22 million.  In other

words, half again as much as originally anticipated when funding began.  As

everyone knows cost escalation is the rule, not the exception.

For all of the above reasons, I object to the Stadium Project.


