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Report to Landcare Committee

from Daya Atapattu, Project Leader (HRFMP), Flood Protection (Strategy and Assets)

Hutt River Floodplain Management Plan : Property Purchase

56 Connolly Street

1.
Purpose

· To note the successful completion of the Boulcott stopbank repairs; and

· To inform the Landcare Committee on the strategic advantage of purchasing of 56 Connolly Street, Lower Hutt, currently owned by Rentokil Limited; and

· To seek approval to consider property purchase in February 2000.

2.
Boulcott Stopbank Repairs

During the flood event of 28 October 1998, strong seepage occurred through the Boulcott stopbank adjacent to Ariki Street.  This caused major concerns about the security of the stopbank.  During the event, sandbagging prevented downstream toe erosion.

Report 98.555, “Flood Damage Report : Events of 20/21 & 28 October 1998” to the Landcare Committee, recommended remedial works to improve security, until a final upgrade could be completed as part of the Hutt River Floodplain Management Plan (HRFMP).  The Boulcott stopbank, however, is largely located on private land including the Rentokil property.  Hutt City Council formerly owned this property.  The stopbank is on the rear boundary of the property with substantial structures next to the stopbank.  The limited room available to undertake the works complicated the proposed remedial stopbank works.

Report 98.555 recommended a “Priority A” funding provision of $105,000 for the stopbank remedial works, and a provision of $735,000 for contingent land purchase.  The Policy and Finance Committee subsequently adopted the recommendations on 10 December 1998.  The land purchase provision was then incorporated into the Flood Protection Group’s 1999/2000 Business Plan.

The flood damage repairs to the Boulcott stopbank were completed in May this year without the need for land purchase.  Permission was obtained to enter both Rentokil Limited and the Boulcott Golf Club.  Both landowners fully appreciated the need for the works and were very helpful.  Accordingly the contingent budget provision for land purchase was not required.

3.
Floodplain Management Plan Implementation – Land Purchase

Since Report 98.555 was prepared over 12 months ago substantial further progress has been made with the HRFMP.  The design standard investigations have shown that the proposed HRFMP upgrade works will have major impacts on the property at 56 Connolly Street and that land purchase will be necessary for the construction of a new stopbank at this location.

At its meeting on 12 October 1999, the Landcare Committee received, from the Advisory Committee, a recommendation on a “Design Standard” for the Hutt River stopbanks.  The “Design Standard” proposals identified the following strategic land purchase requirements for project implementation.

· Woollen Mills corner in the reach from Estuary to Ava Bridge

· Part of Strand Park in the reach from Ava Railway to Ewen Bridge

· Daly Street car park

· Land for extension of Melling Bridge on left bank

· Land for Boulcott Stopbank upgrade

- 59 Connolly Street 

- Rentokil property

- Golf course easements

· Other smaller parcels of land within the river corridor

Ava to Ewen reach has the highest priority and the Boulcott stopbanks upgrade comes next in the HRFMP implementation. 

Boulcott Stopbank

The Boulcott stopbank adjacent to Ariki Street will need to be raised about one metre and reconstructed to a wider, more robust profile to achieve the recommended 2800 cumec stopbank standard.

Attachment 1 shows the two options considered for the construction of a new stopbank through Hutt/Boulcott golf courses.  The golf clubs prefer a route along the line of the existing stopbank.  The residents in Hathaway Avenue are currently opposed to this option, and prefer the alternative option, constructing the stopbank on the western side of the golf courses.  Both golf clubs however, oppose this option unless the stopbank can be constructed immediately adjacent to Harcourt-Werry Drive.  Constructing the stopbank immediately adjacent to the Harcourt-Werry Drive route is not acceptable from a security and flood storage perspective.  It is anticipated that an acceptable proposal can be developed through the detailed design and resource consent process.

Whatever the option adopted, the upgrade works will have major impacts on the property at 56 Connolly Street.  The footprint of the proposed stopbank will cover a major portion of the land and it will be necessary to purchase the land before the commencement of the works.  Wellington Regional Council (WRC) ownership will ensure that the new stopbank alignment is protected and that the future use of the remaining land is compatible with the proposed river corridor objectives.

Under current funding considerations, construction of the new Boulcott stopbank is at least ten years away (assumes a $2 million per annum western rivers capital spend). 

4.
Purchase Options - 56 Connolly Street

Given the certain requirement for the land the two purchase options are:

· Purchase now – use current 1999/00 annual plan provision.

· Purchase at the time of construction – re-budget purchase provision through LTFS.

A discussion on the advantages and disadvantages associated with these two options follows.

Purchase Now

Opportunities

· Purchase the land in a proactive manner and obtain a strategic advantage for the design and construction of the proposed new stopbank.  

· Avoid the costs associated with the designation, and possible compulsory acquisition processes. A compulsory purchase often incurs a premium. Note Rentokil have indicated a willingness to consider the purchase now option.

· Early WRC ownership will provide additional bargaining options with the Boulcott Golf Club, as some land can be offered in exchange for allowing stopbank construction through the golf course.  (This opportunity will be available to a certain extent even under the other option.)

Risks

· Land prices within the Hutt River floodway may drop in future as the flood risk is better known, particularly with the adoption of non-structural measures. 

· WRC will incur debt servicing charges until commencement of construction, without the return of the improved flood protection standard.  Purchase with a lease-back arrangement is likely to cover debt servicing costs during the term of the lease.  However, it is unlikely that such an arrangement with the current owners could be negotiated for more than three years.

· Costs of managing and maintaining a vacant site.

Purchase at the Time of Construction

Opportunities

· Defer payment of debt servicing charges of around $60,000 per year for up to seven years (assume purchase is subject to a minimum three year lease-back arrangement).  The loan funds can therefore be released for use in other capital projects.

Risks

· The property may be improved and WRC will have to bear the additional capital costs at the time of purchase. 

· The property may be purchased by a developer, with the intention of developing the land for a use not compatible with river corridor objectives.  An obvious example is purchase by Safeway Storage Ltd for further storage units.  Although this is most unlikely under the current zoning, there is always room for change in land use through the “consent process”.  Defending the river corridor objectives would consume staff time and some resources at considerable expense. 

· Purchase of the property by a third party, who may be unaware of the current flood risk, continuing the flood damage cycle.

Officers have discussed in depth the various advantages and disadvantages of purchasing the Rentokil property.  Overall our view is that the risks of delaying the purchase are significant and that it is unlikely that the purchase cost is likely to reduce in future.  Therefore we think the option of purchasing the property now should be explored further with the current owners.

5.
Discussions with Rentokil Limited

Peter O’Brien, of O’Brien Property Consultancy Limited, has had some initial discussions with Rentokil Limited over potential purchase by WRC.  He reports that:

· The present owners are interested in selling at current market values.

· The owners will seriously consider a lease-back arrangement for three years.

· The owners are not interested in selling a “First Right to Refusal” to WRC (this was considered as an alternative to the “Purchase Now” option). 

· The owners are in the process of rationalising their property holdings.  This property is likely to be surplus and may be on the market during the next 12 months.

6.
Valuation - 56 Connolly Street

The property is located on Connolly Street immediately north of the formed stopbank.  Rentokil Limited of Auckland is the current owner of the property.

The property is about 0.95ha in area and is developed with a collection of buildings which include offices, stores, glass houses and shade houses.  The current owners use the site for preparation of ‘office plants’ for leasing.  The land is zoned “River Recreation” and is located within the River Corridor.  It is subject to regular flooding.  

The floods on 21 and 28 October 1998 inundated the site to depths of 0.5 and 1.4 metres respectively. 

The government valuation of the property, as reported by O’Brien Property Consultancy Limited, is $580,000 as at September 1998.  Alexander Valuations Limited of Lower Hutt have estimated the market value of the property to lie between $550,000 and $600,000.  The present owners paid $600,000 for the property in September 1990.

The current valuation report indicates a “Net income potential” of $85,000 per year from a lease-back arrangement.  This more than covers the debt servicing cost.  However, there is no certainty that this rental income can be maintained beyond the proposed three year lease-back arrangement.

Note that a review of the “Alexander” valuation has been sought.  The likely outcome of the review is a reduced market valuation of 56 Connolly Street.

7.
Strategic Considerations

Purchase of 56 Connolly Street is a requirement for the upgrading of the Boulcott stopbank as part of the HRFMP.

The current year’s business plan provides $735,000 for the contingent purchase of the land to effect flood damage repairs.  These repairs have been completed without the need for land purchase but it is appropriate that strategic purchase of the land for the future improvements be considered at this stage.

Construction of the Boulcott stopbank is a high priority item for the HRFMP but the time of construction is uncertain until the LTFS process is finalised.  Under current funding considerations, it is unlikely that the construction can commence any earlier than ten years from now.

The “Purchase Now” option provides the opportunity to secure the land now on a willing buyer – willing seller basis before any possible future improvements take place on the site, and while the flood risk on the site is still to the forefront.  The early purchase of the site will assist with the design provide negotiating advantages with the Boulcott Golf Club.  However, it has the disadvantage of “tying up” $600,000 in capital and incurring debt-servicing charges earlier.

The “Purchase at the Time of Construction” option has the risk of incurring additional costs in meeting the value of any future developments within the property or contesting alternative development proposals.  However, these risks have reduced by the maintenance of the current zoning and the development of the HRFMP which will clearly highlight the importance of zoning measures to minimise the flood risk.

The officers view is that on balance we should proceed with the purchase now provided the “price is right” and a minimum three year lease back arrangement can be negotiated.  However, the final decision to proceed with purchase negotiations should only be made further through the LTFS process, when the Council’s view on the rate, and priority for, implementation of the HRFMP “Design Standard” improvements is known 

8.
Recommendations

That the Landcare Committee:

(1) Receive this report and note its contents.

(2) Note that the Boulcott stopbank flood damage repairs were completed without the need for land purchase.

(3) Agree that Rentokil Property, 56 Connolly Street, purchase is a strategic requirement for the HRFMP "Design Standard" implementation

(4) Note officers’ view that the property should be purchased now subject to the property being able to be purchased at an “acceptable” price with a minimum three year lease back arrangement; and

Subject to Council’s view on the priority for, and rate of, the Hutt River Floodplain Management Plan implementation to be established through the Long-term Financial Strategy.

(5) Further considers the Rentokil property purchase in February 2000 when the priority for, and rate of, the Hutt River Floodplain Management Plan implementation is clearer. 
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Attachment 1 : Plan showing upgrade proposals
