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Report Title and number

Proposed inner city land purchase - R27592

Documents released

Decision (CL/2023/060), Report (R27592) and Attachments
(714127617-18001), (714127617-18008) and (714127617-18004)

Decision

Resolved

That the Council

1.

2.

3.

4.

Receives the report Proposed inner city land purchase (R27592) and its
attachments (714127617-18001, 714127617-18008 and
714127617-18004); and

Delegates the Chief Executive authority to purchase 41 Halifax Street
(NL44/243, Lot 1-2 DP 877) for
B =5 unbudgeted capital expenditure in 2022/23 funded from the
Transport — Millers Acre Centre subactivity; and

Approves the removal of the current commercial building on site and
reinstatement to pavement, should the purchase of 41 Halifax Street be
successful, as capital expenditure in 2023/24 funded from the Transport
— Millers'Acre Centre subactivity; and

Agrees that the report R27592, the attachments (714127617-18001,
/14127617-18008 and 714127617-18004) and the redacted decision be
made publicly available once a sale and purchase is settled.
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Council

3 April 2023

Nelson City Council
Te Kaunihera o Whakata

REPORT R27592

Proposed inner city land purchase

1. Purpose of Report

To consider and approve the purchase of 41 Halifax Street, Nelson to
offset parking losses in Millers Acre when it is repurposed as a bus

interchange.

2. Summary

This report seeks approval to purchase 41 Halifax Street, which has been
offered for sale on the open market via auction on 4 April 2023. This
purchase would provide parking to partially offset parking losses when
Millers Acre is repurposed as a bus interchange.

3. Recommendation

That the Council

1.

1982984479-6019

Receives the report Proposed inner city land purchase
(R27592) and its attachments (714127617-18001,
714127617-18008 and 714127617-18004); and

Delegates the Chief Executive authority to purchase 41
Halifax Street (NL44/243, Lot 1-2 DP 877) for

as unbudgeted capital
expenditure in 2022/23 funded from the Transport -
Millers Acre Centre subactivity; and

Approves the removal of the current commercial
building on site and reinstatement to pavement, should
the purchase of 41 Halifax Street be successful, as
capital expenditure in 2023/24 funded from the
Transport — Millers Acre Centre subactivity; and

Agrees that the report R27592, the attachments and the
decision be made publicly available once a sale and
purchase is settled.



4.1

5.1

5.2

5.3

6.2

6.3

6.4

6.5

Exclusion of the Public

This report has been placed in the confidential part of the agenda in
accordance with section 48(1)(a) and section 7 of the Local Government
Official Information and Meetings Act 1987. The reason for withholding
information in this report under this Act is to:

e Section 7(2)(i) To enable the local authority to carry on, without
prejudice or disadvantage, negotiations (including commercial and
industrial negotiations).

Background

Officers have been made aware that a key property.at 41 Halifax St,
Nelson is currently on the market.

In September 2022 Council approved Millers Acre as the preferred
location for a future inner city bus interchange. This approval was based
on retaining 21 carparks in Millers Acre based on early concept designs.
At that time feedback from surrounding businesses expressed concern
about any loss of parking in the area.

Refinement of concept, and a desire to accommodate intercity and
tourism coaches in the bus exchange indicate that all parking within
Millers Acre will need to be removed if the interchange is to operate
safely.

Discussion

The property at 41 Halifax Street (Lot 1 & PT LOT 2 DP 877) is a 775 m2,
flat property located to the east of Millers Acre (Attachment 1).

Acquisition of 41 Halifax Street would enable a public carpark
(approximately 28 carparks) to be established to offset parking loss in
the area when Millers Acre is fully repurposed to become a bus
interchange (Attachment 2).

A registered valuation from the Council-appointed valuer is attached
(Attachment 3). This has determined the property’s market value to be
$1,125,000 + GST (if any).

The capital value on 28 March 2023 is $1,040,000 ($940,000 land value
and $100,000 improvements).

To allow Council to participate with an unconditional offer at the auction
on 4 April, officers seek Council approval to purchase 41 Hallifax Street
at a price [ ©/ being able to
participate in the auction, officers believe this puts Council in the best
position to purchase the property at the best price for ratepayers.
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6.6

6.7

6.8

6.9

6.10

CONFIDENTIAL

Item 1: Proposed inner city land purchase

The title is relatively clean with building line restrictions which will not
affect the Council’s future plans for the site. These will also have been
considered in the valuation. The site is not on Council’s HAIL register (a
list of sites that have been used for activities that may have caused
contamination).

There is currently one tenant in the building on a periodic tenancy which

can be terminated on one month’s notice. The current rental for the

leased space is | | hc net passing income (if

the building was fully leased at market rate) would be circa [N
per annum.

Clearance of the site is sought, should the acquisition be successful.
Deconstruction will be undertaken rather than demolition'(as Council’s
preferred, more sustainable approach). Rough order costs for
deconstruction are $500,000 to undertake this work.

Repaving the area to carpark standard rough order'costs are $300,000.
Approximately 28 new carparks would result.

The costs of the purchase and site works (removal of the building and
carpark work) would be funded from the Transport — Millers Acre Centre
subactivity as unbudgeted capex in the current year and budgeted in
2023/24.

Interest costs on the maximum purchase price of F
— This would be unbudgete

Zl

R27592

expenditure in the current year but will be budgeted from 2023/24
onwards.

Options

Two options are presented to Council. Either purchase or not purchase
the property. Officers recommend Option 1 - purchase the property.

Option 1: Purchase 41 Halifax Street (recommended)
Advaftages o Offset of carparking loss required for inner city
bus exchange to operate from Millers Acre.

e Satisfies local businesses in the area that some
parking is being retained.

o Offset enables progression to detailed design
for full use of Millers Acre as a bus interchange
accommodating coaches and with separated
operation from public carparking

Risks and

Dicadvantzges e Cost of purchase and development
e Ongoing carpark maintenance costs

Option 2: Do not purchase 41 Halifax Street
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Advantages e No additional expenditure

Risks and

Disadvantages e The opportunity to offset carparking losses in

the immediate area is lost

8. Conclusion

8.1 The purchase of 41 Halifax Street would provide potentially 28 carparks
to offset parking loss in the area when Millers Acre is repurposed as a
bus hub and enables improved safety for bus manoeuvring separate to a
public carpark.

9. Next Steps

9.1 Following approval for this acquisition officers will:
9.1.1 Appoint an agent to participate in the auction.on Council’s behalf;
9.1.2 If successful, complete the sale and purchase process;

9.1.3 Continue with detailed design_of bus interchange with full
utilisation of Millers acre carpark; and

9.1.4 Remove the building from 41 Halifax Street and develop the
carpark.

Author: Margaret Parfitt, Manager - Transport and Solid Waste

Attachments

Attachment 1: ©714127617-18001 - 41 Halifax Street Aerial
Attachment 2: 714127617-18008 - Nelson Bus Interchange
Attachment 3: 714127617-18004 - 41 Halifax Street Valuation
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Important considerations for decision making

Fit with Purpose of Local Government

The recommendations in this report support the economic and social
wellbeing of the community by providing a safer more functional bus
terminal for visitors and locals.

Consistency with Community Outcomes and Council Policy

The recommendations in this report support the following community
outcomes:

e Qur infrastructure is efficient, cost effective and meets current and
future needs

e Our communities are healthy, safe, inclusive and resilient

e Our region is supported by an innovative and sustainable economy

Risk

If the property was not purchased, alternative parking would have to be
acquired elsewhere to address the concerns of the nearby businesses.

Participating in the auction anonymously, within parameters set by
Council, reduces the risk that the property will not be purchased at the
best possible price.

Financial impact

The purchase will be an unbudgeted expenditure within the current
financial-year. Interest costs on a maximum purchase price of

. This is unbudgeted
expenditure in the current year but would be budgeted going forward.

Degree of significance and level of engagement

Agreement to bid for a central city property with importance for a major
Council project is of medium significance but no engagement is
appropriate in the circumstances.

Climate Impact

Parking provided will enable progression to detailed design for full use of
Millers Acre as a bus interchange accommodating coaches and with
separated operation from public carparking. The improved public transport
hub that this land purchase facilitates will promote modal shift and lower
carbon emissions.
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The existing building on site will be deconstructed (as opposed to
demolished) and material diverted from landfill where practicable.

Inclusion of Maori in the decision making process

No engagement with Maori has been undertaken in preparing this report.

Delegations

This is a matter for Council.
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Item 1: Proposed inner city land purchase: Attachment 3

1.0 EXECUTIVE SUMMARY

41 Halifax Street, Nelson, Nelson City

An older style showroom and workshop building with former bakery located on a central commercial site adjacent to
the Millers Acre public car park Miller's acre in central Nelson.

PROPERTY DETAILS VALUATION INSTRUCTIONS
Type Commercial Instructed by Scott Russell
$1,125,000 plus GST (if any) g -
Zoning Inner City Fringe Report prepared for Nelson City Council
A Purpose of valuation Market Value for Purchase
Year built 1962 inkist yield I‘ sk X
Yield on market income 4.22% Basis of valuation Market Value - with monthly tenancy
Land area ey Valuation date 23 March 2023
Rentable floor area 365m’ Report issue date 29 March 2023
NBS rating Unknown assumed TelferYoung from CBRE policy requires that reports cannot be reassigned for
>33% of NBS any purpose beyond 90 days from the date of valuation. This policy has been

set to meet professional indemnity insurance requirements. It is a condition of
this report that any valuation needing to be reassigned beyond 90 days may

OCCUPANCY DETAILS require re-inspection by the valuer with an update fee charged.
PREPARED BY
lan McKeage B Com (VPM) FNZIV, FPINZ

Registered Valuer
Director

This'report must be read in conjunction with CBRE Limited t/a TelferYoung from CBRE Statement of Limiting Conditions and Valuation Policy.

++8 TelferYoung 41 Halifax Street, Nelson, Nelson City ® Our ref: NEL-254247
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Item 1: Proposed inner city land purchase: Attachment 3

8.0 IMPROVEMENTS

8.1 OVERVIEW

Council records show a building permit to have been issued in 1962 as a showroom,
manager's office amenities and store and storage building with mezzanine over.
Subsequent alterations to provide rear internal subdivision and partial café/bakery area.

++E TelferYOUI'lg 41 Halifax Street, Nelson, Nelson City ® Our ref: NEL-254247 m
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Item 1: Proposed inner city land purchase: Attachment 3

9.0 OCCUPANCY DETAILS

28 84479-6019




Item 1: Proposed inner city land purchase: Attachment 3

++E TelferYOllng 41 Halifax Street, Nelson, Nelson City ® Our ref: NEL-254247 m
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Item 1: Proposed inner city land purchase: Attachment 3

13.0 VALUATION

13.1  HIGHEST AND BEST USE

The Market Value of an asset will reflect its ‘highest and best use’. The highest and best use
is the use of an asset that maximises its potential and that is physically possible, legally
permissible and financially feasible. The highest and best use may be for continuation of an
asset’s existing use or for some alternative use. This is determined by the use that a market
participant would have in mind for the asset when formulating the price that it would be
willing to bid.

In light of the style, condition and standard of accommodation offered by the building we
consider that most prudent purchasers would contemplate the ultimate potential for
redevelopment of the property and recognise the interim rental income. The highest and
best use therefore is considered to be as a redevelopment site with interim holding income
from the building and car parks.

13.2  VALUATION APPROACHES AND METHODS

To establish Market Value, as per International Valuation Standard 105, we have utilised
the following recognised valuation approaches:

®  Market Approach.

13.2.1 Market Approach

The Market Approach provides an indication of value by comparing the asset with identical
or similar assets for which price information is available. In this regard,we have'considered
the Comparable Transactions method to value.

The Comparable Transaction Method has been used to gompare salesof commercial land
and underdeveloped commercial property for the assessmeént of the land value. The
analysis of land values has been compared on an@reaand depth table basis. The adopted
land values and basis of valuation are set out in the sales summary and conclusions
section.

The added value of the improvethents has been assessed as the potential rental income in
the sort term recognising the currentshort termilease practically occupies only part of the
building and that partial vacaneywould be expected. We have therefore adopted the value
of the improvement equivalent to'three years rent less a nominal allowance estimated for

demolition of the buildings and site clearance. This approach reflects the interim nature of
the potential rental income and that the highest and bestsse is ultimately for
redevelopment.

Our calculations are as follows:

Component Area Rate Total
Land

Site with car park profile 74m* @ $1,520 per m* = 51,176,000
Less nomimal allowanee forfillon redevelopment -$116,000
Indicated Land Value at Design Level $1,060,000

b

Improvements

Market value $1,125,000

Adopt $1,125,000

13.3  VALUATION SUMMARY

Method Value

Market Approach $1,125,000

Adopted Market Value $1,125,000

++8 TelferYoung
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