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STATEMENT OF EVIDENCE OF SCOTT EDWARD ANSLEY  

INTRODUCTION 

1 My name is Scott Edward Ansley.   

2 I am a Registered Valuer in Christchurch specialising in commercial 

valuation.  I am an Associate Director at CBRE Limited (CBRE), a 

firm of valuers and property advisers, where I have been in 

continuous valuation practice for 10 years. 

3 I have a Bachelor of Commerce (Valuation and Property 

Management) from Lincoln University. 

4 I also hold the following professional qualifications/recognitions: 

4.1 Associate of the New Zealand Institute of Valuers since 2009; 

and 

4.2 Member of the Property Institute of New Zealand since 2005. 

5 I have experience in a wide range of office, commercial and 

industrial properties including general consultancy, due diligence for 

acquisition, mortgage, financial reporting and insurance (including 

pre-loss/indemnity) valuations together with rental reviews and 

dispute resolution. 

6 More specifically I have significant experience in the office sector, 

particularly within the Christchurch CBD.  In recent years I have 

undertaken valuation assignments on multiple office/commercial 

developments and continually maintain a vacancy survey of both the 

central city and suburban office sectors. 

7 With respect to the subject building, I have completed market 

valuations for mortgage security purposes, various rent reviews, 

annual insurance valuations and general consultancy assignments 

from 2006 through to the earthquake events.  I have also provided 

ongoing consultancy advice following the earthquakes.  Accordingly 

from a valuation view point, I have a full and proper understanding 

of the property and 152 Oxford Terrace.   

8 I confirm that I have read the Expert Witness Code of Conduct set 

out in the Environment Court’s Practice Note 2014.  I have complied 

with the Code of Conduct in preparing this evidence and I agree to 

comply with it while giving oral evidence before the Hearings Panel.  

Except where I state that I am relying on the evidence of another 

person, this written evidence is within my area of expertise.  I have 

not omitted to consider material facts known to me that might alter 

or detract from the opinions expressed in this evidence.   
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SCOPE OF EVIDENCE 

9 I have been involved in preparing the Consultancy Report attached 

and marked “A”.  That report is to be read as part of my evidence, 

but I summarise and update it as follows.   

10 In particular, I comment on: 

10.1 Current office market overview; 

10.2 Influences on achievable market rental for the subject 

property as at today; 

10.3 Capitalisation Rate Definition and Application; 

10.4 Current Market Derived Capitalisation Rates;  and 

10.5 What is the current realisable market value is at present day 

11 I also respond to William Blake’s statement of evidence on behalf 

of the Christchurch City Council.   

REPORT 

12 In October 2014, CBRE completed the valuation consultancy report 

referred to above.  This report remains accurate, subject to the 

comments I make by way of update herein. 

13 Whilst I did not sign the final document, I was fully involved 

throughout the process which included full investigations, valuation 

modelling and peer reviewing the final report document.   

14 CBRE’s instructions were: 

14.1 To provide an overview of the office sector; 

14.2 To assess the indicative market rental on the basis of the 

building repaired to its previous configuration under 34%, 

67% and 100% of New Building Standard (NBS) seismic 

compliance scenarios; and 

14.3 To assess the indicative market value for consideration of 

potential repair options under the same three seismic 

compliance scenarios. 
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15 I concluded the market rental and value on a repaired basis under 

the three scenarios to be:1 

 

16 At the time the report was completed we were advised of repair 

costs, however, our instructions did not require consideration of 

whether the repair was economic.  Notwithstanding, the repair costs 

as advised far exceeded the concluded market values under each 

scenario.  I am therefore able to conclude that all three scenarios 

were uneconomic in terms of market value returns and investment. 

UPDATES TO REPORT 

Office Market Supply Pipeline & Vacancy 

17 The Christchurch office market remains fluid in terms of the supply 

of available stock and occupier demand. 

18 Approximately 85% of CBD office stock was demolished following 

the earthquakes.  Soon after, significant amounts of new office 

product were refurbished and constructed.  This occurred 

predominantly along the western fringe of the core CBD, along 

Durham Street and Victoria Street.   

19 Initially, there was solid demand for such space, particularly from 

top tier tenants looking to re-establish themselves in the CBD.  

Currently, however, the market exhibits a supply/demand 

imbalance, and there is clearly an over-supply of office space.   

20 I continue to actively survey available stock (by building and 

occupancy) within the core central city market, and am aware that:   

20.1 There is currently 213,400 sqm of office space either 

available for immediate occupation (therefore completed) or 

under construction.  172,400 sqm or 81% has tenant 

commitment, therefore 41,000 sqm or 19% is vacant; and 

20.2 In addition, existing buildings of unknown status (that is pre-

earthquake buildings that have unknown futures) and new 

build proposals account for an additional 32,100 sqm of 

                                            
1  Annual rental figures are plus GST and operating expenses such as rates and 

insurance.  Market Values are plus GST (if any).   

% N BS Scenario N et Market Rental Market Value

33% N BS $527,668 pa $2,605,000

67% N BS $613,352 pa $6,875,000

100% N BS $694,615 pa $8,975,000
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potential office accommodation.  This category has no tenant 

commitment.2  

21 It is unlikely the latter category will eventuate in the short term 

unless significant tenant pre-commitment can be achieved.  This is 

unlikely, as the already available 41,000 sqm is a significant volume 

of space for the local market to absorb.   

22 Moving forward: 

22.1 The key market dynamic is the volume of vacant space that 

exists;  

22.2 This is set within an environment of a decreasing pool of top 

tier tenants;  and 

22.3 This leaves a disconnect between the next tier of tenant and 

the affordability of what is principally high quality new build 

space. 

23 In response, landlords (particularly those with significant volumes of 

vacant space still to backfill), are becoming increasingly competitive 

in the form of lowering face asking rentals and offering incentives 

such as rent free periods or fitout packages.   

24 Tenants now have a greater measure of bargaining power, certainly 

relative to recent years. 

25 With the above background in mind, very few developers are 

commencing new development projects unless they can obtain near 

full tenant pre-commitment before commencing. 

Office Rental Levels (New Build Market) 

26 As outlined above, there was a significant shortfall in supply of office 

space immediately post-earthquakes.  Coupled with the new build 

nature of development (and the subsequent construction costs), this 

resulted in a significant increase in rental rates being achieved.  

Whilst exceptions are noted, typically the rental rates for new build 

product within the central city ranged $375.0-$425.0 per sqm net 

for the 2011-2013 period.   

27 The situation has now changed considerably, and as outlined above 

landlords are looking to lease vacant space and offering more 

competitive rental packages than previous years.  This includes by 

lowering face rentals and offering incentives. 

                                            
2  This quantum is ever changing as various proposals are either added to the table 

or removed and is accordingly treated with caution.   
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28 Both these factors make market interpretation fundamentally 

difficult.  Added difficulties arise due to: 

28.1 The dearth of new rental transactions occurring in recent 

quarters; and   

28.2 The limited consistency exhibited by those transactions.  This 

is reflective of longer lead in times to complete leasing 

transactions (and therefore some historic influences, with 

instances of the rental being agreed a considerable time ago) 

and also of individual landlord circumstances / willingness to 

secure occupiers. 

29 Undoubtedly there is now a measure of market acceptance of 

softening rental levels and incentives in the market, however, 

exceptions to this remain being buildings in ‘key’ or prime locations. 

30 Prime buildings are considered to be the likes of The Crossing or 

ANZ Centre, typically offering the highest specification buildings, in 

key CBD locations and occupied by notable tenants.  The subject 

building is not considered a prime or key site although I 

acknowledge its positive river frontage influences. 

31 On balance, base rental levels for newly constructed buildings are 

softening on the back of incentives.  It remains too early to exhibit 

any consistency as to treatment and is reflective of either, or a 

combination of, the following: 

31.1 Softer face rentals, now arguably within the $325.0 - $375.0 

per sqm range (excluding prime or key sites); 

31.2 Incentives by way of rent free periods diluting the effect of 

the face rental agreed.  I am aware of examples where circa 

0.75 – 1.5 months per year have been provided; 

31.3 Fitout packages; 

31.4 It is more difficult to negotiate fixed growth, however, fixed 

growth does remain in the instances of softer commencing 

rentals or where significant rent free may be provided; and 

31.5 Capping of operating expenses. 

Office Rental Levels (Refurbished Market) 

32 The refurbished market has historically traded at a discount from 

the new build market.  From the evidence I am aware of, this 

remains the case.  The rental range as noted within the appended 

valuation report being $275-$350 per sqm for refurbished buildings 
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that are 100% NBS and $200- 250 per sqm for lower NBS% 

buildings. 

33 There have been limited rental transactions for existing and 

refurbished office accommodation within the CBD since our previous 

valuation consultancy reflective of the very small size of this market.  

Where this accommodation is available, it is in essence occupied and 

therefore has not been subject to new leasing transactions. 

34 The market for refurbished accommodation must retain a discount 

from the new build market.  If not, as the market for new build 

accommodation reduces, now currently within the realm of the 

upper end of the refurbished market, tenants have the opportunity 

(at the same rental cost) to locate within the superior new build 

accommodation that is available (noting ample choice at present 

with circa 41,000 sqm of space vacant).   

35 It is acknowledged, however, that it is fundamentally difficult to 

quantify the margin of discount from the new build market to the 

refurbished market with no material transactional evidence of the 

refurbished market now occurring, however, pragmatically must 

exist. 

Subject Property – Achievable Rental 

36 I have considered market rental for the Public Trust building 

reflecting the previous configuration at each of the 34, 67 and 100% 

NBS repair scenarios.   

37 This includes three ground floor retail / hospitality tenancies and five 

upper levels of character office accommodation together with 

ancillary storage spaces including a basement at the front of the 

building.   

38 The concluded market rentals as at October 2014 were: 

38.1 34% NBS: $527,668 pa plus GST and all operating expenses 

charges such as rates and insurance; 

38.2 67% NBS: $613,352 pa plus GST and all operating expenses; 

and 

38.3 100% NBS: 694,615 pa plus GST and all operating expenses. 

39 The assessed rentals include rent attributable to the basement 

storage, retail / hospitality and office components combined.   

40 The office component accounts for 60% of the total rental quantum, 

the balance 40% refers the storage and retail/hospitality 

components. 
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41 I remain of the opinion the market rental concluded for the 

basement and retail / hospitality components are stated within 

reasonable bounds, but that the softening of the market means that 

they are definitely at the top end of the range and can be 

considered very much a ‘best case’ outcome presently. 

42 Given the oversupply of office space discussed above, it may be the 

case that as time goes on the achievable rent for the building 

reduces.  Ultimately however I cannot quantify this risk at present  

and must wait to witness how the market treats the supply / 

demand imbalance. 

43 Market rental is a fundamental component of market value.  Lesser 

rental correlates to lesser market value. 

Capitalisation Rate: Definition and Application 

44 The capitalisation rate is the measure used to determine investment 

potential or current return on an investment and is calculated as 

follows: 

Capitalisation Rate  =   Annual Income (Net)   

     ____________________ 

     Purchase Price (or Value) 

45 The capitalisation rate reflects a number of factors such as:  

45.1 The quality and security of the income; 

45.2 The terms of the lease agreements; 

45.3 The degree of risk associated with the prospect of future 

vacancy and re letting ability;  

45.4 The degree of risk associated with potential future 

maintenance and / or refurbishment obligations; 

45.5 The degree of risk associated with capital gain; and  

45.6 The attractiveness of the investment as compared to other 

forms of investment available to prospective purchasers. 

46 A capitalisation rate forms part of valuation methodology for income 

producing real estate known as either the income or capitalisation 

approach.  It is also an accepted market benchmark through which 

investors or buyers determine their actual or potential return. 

47 Current investment value is derived from the estimate of 

prospective income to be received, ‘capitalised’ at an appropriate 
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market derived rate to convert the quantum of investment income 

into a present capital sum.   

48 The derivation of the appropriate capitalisation rate can involve 

highly sophisticated techniques, but in essence must reflect the 

rates of return actually being achieved for comparable investments 

in the market.   

49 The capitalisation approach is used as a principal valuation 

methodology by CBRE for income producing property. 

50 More particularly, the capitalisation approach is a static income 

based valuation methodology whereby market rental is capitalised 

into perpetuity at an appropriate capitalisation rate (or yield) with 

adjustments to reflect the individual tenancy profile including 

contract rental variations relative to market, costs of leasing any 

vacant space and any required capital expenditure. 

51 The term ‘capitalisation rate’ and ‘yield’ can be confused however in 

essence is the same thing   

51.1 The term ‘capitalisation rate’ is used to calculate the market 

value (i.e.  applied to the market rental); and   

51.2 The term ‘yield’ is more typically used to express the result of 

a sale transaction (i.e.  a property has sold on the basis of a 

rental and returns a ‘yield’ of X%). 

52 Lower capitalisation rates are applied to assets reflecting less risk 

and refer to prime assets including, but not limited to, variables 

such as strong locations, modern improvements, good lease terms 

with strong tenant covenants and some ability to capture rental 

growth.   

53 Higher capitalisation rates are applied to assets that reflect higher 

risk variables including, but not limited to, the likes of inferior 

location and improvement attributes, some potential future 

maintenance requirements, shorter lease terms or with vacancy and 

lesser favoured tenants. 

54 There is in general a margin between risk free rate (perceived or 

otherwise) of say term deposits against commercial property 

reflecting heightened risks involved.  Accordingly, this is why 

valuers are primarily concerned with the capitalisation rate or yields 

analysed from comparable sales evidence as these rates are implicit 

of market participants’ consideration of required returns for 

property.   
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Current Market Derived Capitalisation Rates 

55 Given the evolving state of the Christchurch CBD post-earthquake, 

there remains a limited pool of sales evidence to consider. 

56 Only a handful of prime assets (that is new buildings that are 100% 

NBS compliant, and which are fully occupied with long term leases 

and good tenant covenants), such as 83 Victoria Street, the 

Vodafone & Kathmandu Buildings and 323 Madras Street have been 

leased over the last 12 months.  They have resulted in yields of at 

or about 7.5%, with sale prices ranging between approximately $10 

and $40 million. 

57 There have been nominal, if any, secondary assets (typically pre- 

earthquake buildings of <67% NBS with shorter lease terms or with 

vacancy) to confirm what discount (added margin to the 

capitalisation rate) applies to those buildings.  I consider the 

appropriate yield range for these assets lies within 8.00% - 9.00% 

however is ultimately individually asset and circumstance 

dependant. 

58 A notable recent sale is that of 69 Worcester Boulevard.  This is a 

two level Group 3 Heritage Listed Building with an NBS rating of 

69%.  The property has a lettable area of 740 sqm with no 

carparking and was sold by CBRE to a private investor for 

$2,300,000 in September 2015.  The property had a short term 

lease but was in essence a vacant proposition.  I have analysed the 

sale which reflects a yield on market rent of 9.33%.  Alternatively 

the sale price analyses to approximately $3,100 per sqm of net 

lettable area. 

59 Another example of a pre earthquake asset that was repaired to 

67% NBS and leased to a hospitality operator in its entirety is 85 

Hereford Street.  This building neighbours the southern boundary of 

the subject.  CBRE was again involved with the transaction and I 

have a full and proper understanding of same.  The property 

comprised two levels of commercial accommodation together with a 

rear upper annex offering three residential apartments.  There was 

no heritage classification.  The sale occurred in July 2015 for the net 

consideration of $4,200,000 reflecting an equivalent market yield of 

8.75% or alternatively $2,155 per sqm of lettable area.   

Subject Property – Market Value 

60 The concluded market values as at October 2014 were: 

60.1 34% NBS: $2,605,000 plus GST (if any); 

60.2 67% NBS: $6,875,000 plus GST (if any); and 

60.3 100% NBS: $8,975,000 plus GST (if any). 
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61 The 34% NBS scenario was concluded on the basis of land value 

less demolition offset by some holding income.   

62 This remains appropriate methodology as at today.  This is because 

67% NBS is both a minimum requirement for good quality tenants 

to consider occupancy and from a purchaser’s viewpoint and is a 

minimum seismic capacity to avoid potential future seismic 

strengthening obligations.  In addition, new mortgage funding from 

the main banking institutions is seldom available for assets sub 67% 

NBS unless a very clear strengthening cost and programme is 

known and will be actioned over the short term with this forming 

part of the mortgage terms and initial loan amount extended.   

63 Accordingly if the subject property is considered on the basis of 34% 

NBS, any owner would struggle to attract and maintain tenants as 

well as achieve bank funding, therefore the asset can be worth no 

more than land value less the costs to achieve same (in this case 

demolition albeit we envisage some short term holding income can 

be achieved to offset a portion of same). 

64 Notably, market values under both 67% NBS and 100% NBS 

scenarios have been considered under a fully occupied basis (albeit 

with some additional lease up time frame added to the 67% NBS 

scenario).  Alternatively put, we have not considered the market 

value where the building is part leased and part vacant, or at the 

worst fully vacant, where the market value applicable would be less.   

65 I have assessed capitalisation rates of 8.50% and 7.75% 

respectively to conclude value for the 67% and 100% NBS 

scenarios.  As outlined above these capitalisation rates are currently 

within reasonable bounds. 

66 On that basis, the market value conclusions under both 67% and 

100% of NBS scenarios are very much a best case scenario.  This is 

particularly so: 

66.1 In light of the risk and cost associated with achieving full 

occupancy, given the current oversupply of office 

accommodation.; and 

66.2 Noting that the market rentals used are also a ‘best case’ 

scenario.   

67 With market risk, particularly surrounding oversupply in the office 

sector, it is reasonable to anticipate there may be some upwards 

movement to capitalisation rates (alternatively a discount in an 

achievable price point) in the short to medium term however this 

remains to be witnessed.   
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68 Whilst 67% may satisfy mortgage lending requirements, the market 

appeal from an occupancy viewpoint of a building of this nature is in 

my opinion and experience, weaker and therefore this scenario 

remains less desirable. 

69 At 100% NBS and assuming a fully leased tenancy profile, I consider 

the subject property would be a saleable asset, a best case scenario 

being an achievable price point of $8.975 million.   

70 I am of the view, at present day, the market value parameters 

previously concluded are a ‘best case’ position.   

RESPONSE TO EVIDENCE OF MR WILLIAM BLAKE ON BEHALF 

OF CHRISTCHURCH CITY COUNCIL 

71 Mr Blake’s evidence speaks in general regarding the impact on 

market value of a heritage listing on a building or scheduling of a 

site.  Mr Blake does not consider the market value specific to the 

Public Trust building. 

72 Overall, I concur with the evidence of Mr Blake. 

73 Section 6 of Mr Blake’s evidence considers the value of a heritage 

building in relation to earthquake damage, repairs and 

strengthening wherein he envisages the heritage listing may impose 

substantial additional costs on an owner relative to another building 

without heritage classification.   

74 Based on my knowledge of repair costs specific to the Public Trust 

building, Mr Blake’s comment aligns with the circumstance of the 

subject building.   

75 Mr Blake considers the extent to which owners are impacted relates 

to insurance cover held where typically owners were covered for 

modern equivalent replacement in the event of a loss including the 

use of modern equivalent technology and materials which is 

different to replicating or repairing a damaged heritage asset using 

original materials and construction techniques.  Accordingly a 

significant cost gap between the two approaches applies.   

76 Again, based on my high level knowledge of the repairs costs 

specific to the Public Trust building and the insurance cover held by 

the owner, Mr Blake’s consideration again aligns with the position of 

the subject building.   
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CONCLUSION 

77 Achievable rentals for the CBD office market are exhibiting signs of 

decline and moving forward there is inherent risk of further decline 

given the oversupply dynamic.   

78 Notwithstanding achievable market rental, there is a risk in actually 

securing tenants given ample occupancy choice currently available. 

79 Rent parameters previously assessed to the subject building under 

all three scenarios are now considered to lie to the upper end of a 

reasonable range and accordingly are a ‘best case’ scenario. 

80 Should achievable market rental ultimately decline from that 

assessed, market value will be negatively impacted.   

81 Market values under the three scenarios have been concluded on a 

fully occupied basis and are therefore a ‘best case’ scenario.  Market 

value has not been contemplated on a part occupied, part vacant or 

alternatively fully vacant basis which would be less. 

82 The market value at present day under each of the following 

scenarios is not greater than: 

82.1 34% NBS: $2,605,000 plus GST (if any); 

82.2 67% NBS: $6,875,000 plus GST (if any); and 

82.3 100% NBS: $8,975,000 plus GST (if any). 

 

Dated:  11 December 2015 

 

Scott Edward Ansley 


