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It has been a difficult time for many Nelson and Tasman
residents over the last week. Our thoughts are with those
people who have suffered loss and particularly those
displaced from their homes.

A number of commercial property sales were recorded during
the 2011 year. The market shows continued strong demand
for good quality property with recent sales in the Richmond
and Nelson commercial markets as follows:

Property: Burger King
Address: 1 Salisbury Road
Sale Date: May 2011

Sale Price:  $1,750,000

Cap Rate: 8%

WALT: 9.6 years
Property: Former El Taverna
Address: 183 Queen Street
Sale Date: May 2011

Sale Price:  $2,005,000

Cap Rate: Sold as vacant

Property: Black

Address: 307 Queen Street
Sale Date: June 2011

Sale Price:  $565,000

Cap Rate: 6.3%

WALT: Nil

Property: Noel Leeming
Address: 302 Queen Street
Sale Date: June 2011

Sale Price:  $3,610,000

Cap Rate: 7.9%

WALT: 3.25 years
Property: Fashion Central
Address: 101 Bridge Street
Sale Date: May 2011

Sale Price:  $940,000

Cap Rate: Sold as vacant

WALT: Nil
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Property: Hannahs

Address: 231 Trafalgar Street
Sale Date: October 2011

Sale Price:  $2,175,000

Cap Rate: 6.4%

WALT: 2.25 years

The strong demand for well located investment property was
evident in the Hannahs property sale with the initial yield or
capitalisation rate showing a stable market. Expectations are
however that for property characterised by poor tenant
covenants or deficient physical attributes, the yield rates
have moved out slightly over the last year.

Two significant property investments are currently being
marketed in Nelson. The Bunnings Warehouse property in
Saxton Road in Stoke and the Fashion Island multi-tenanted
retail and office development in central Nelson. It remains
to be seen how much of the close to $22.7m ACC paid in 2008
will be recovered when sold.

There has been increased activity in this sector of the market
over the past 12 months with a mixture of negative and
positive news. We have seen a number of forced sales and
business closures which have created opportunities for new
operators to enter the market and existing businesses to
relocate premises. In addition we have seen existing
Christchurch businesses and first time buyers relocating to
the district.

Lease sales have included the ex Shooters Bar in Bridge Street
rebranded as Melbas Night Club & Bar, RJ’s Night Club also in
Bridge Street, rebranded as Top of the South Sports Bar, 623
On The Rocks in Tahunanui and 623 In The City. Other
activity has included the rebranding of Finns Bar as the
Nelson Hotel, the establishment of Rob Roys Restaurant & Bar
in the ex El Taverna premises in Richmond, the sale and
relocation of Harry’s Bar from Hardy Street to the ex House
of Ales premises at the top end of Trafalgar Street.

Sales have included:

Property: Prince Albert
Address: 113 Nile Street
Sale Date: July 2010

Sale Price:  $970,000

Cap Rate: 14.8%
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Property: Hotel Motueka

Address: 77 High Street

Sale Date: December 2010

Sale Price:  $645,000

Cap Rate: Freehold going
concern

Property: The Playhouse
Address: 171 Westdale Road
Sale Date: December 2010
Sale Price:  $850,000

Cap Rate: Sold as vacant

Property: Royal Hotel
Address: 152 Bridge Street
Sale Date: April 2011

Sale Price:  $649,000

Cap Rate: 10.8%

After a period of decline, we are now starting to see growth
in turnover for some of the complexes we have recently
valued and this reflects that in a difficult trading
environment total guest nights for the region have increased
over the past 2 years to a total of 1.25 million for the year
ending 30 September 2011. Overall occupancy has also
increased to an average of 28.5% across all accommodation
types.

Key indicators for individual accommodation sectors within
the Latitude Nelson region over the past 12 months are:

Type Guest Percentage Average
Nights Change Occupancy

Rates

Motels 426,642 1.2% 46.5%
Holiday Parks 511,482 4.2% 15.6%

We are aware of six business lease transactions in the Nelson
region over the past 12 months, two of these sales showing a
slight increase on previous levels, with two sales showing a
significant decrease. Sale prices have ranged between
$225,000 to $570,000.

Sales have included:

Property: Bay Country Lodge

Address: 688 Abel Tasman
Sale Date: Drive, Pohara
November 2010

Sale Price:  $650,000
Cap Rate: Freehold going
concern

Property: Vineyard Tourist
Units

Address: 328 High Street,
Motueka

Sale Date: October 2011

Sale Price:  $370,000

Cap Rate: Leasehold going
concern
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Currently there are still a number of motel leases for sale, a
number having been exposed to the market with asking prices
based on historic multipliers of 2 x turnover. In our
experience, these historic ratios no longer apply and we are
seeing purchasers demanding a discount from previous levels
to reflect the remaining term of the lease, the level of rental
and presentation of the premises.

Therefore, there are a number of variables impacting on the
value of a business lease and specialist valuation advice
should be sought if you’re contemplating sale or purchase in
the current economic environment.

Wayne is our specialist hospitality and
tourism Valuer. Wayne has 30 years
experience as a Valuer and 7 years hands
on experience operating a very successful
accommodation business.

Wayne is able to provide specialist valuation advice for all
types of tourism properties, from going concerns through to
land and buildings investments. Valuation can be provided for
market appraisals, mortgage security, rental assessments and
reinstatement insurance.

TelferYoung Nelson is donating to charity in lieu of corporate
gifts. For Christmas 2011 we are assisting The Nelson
Regional Hospice, Ronald McDonald House South Island and
the Salvation Army Canterbury Earthquake Appeal.

Our offices will close Thursday 22" December 2011 and
reopen on Monday 16 January 2012.

We close this newsletter by wishing
all  our customers, business
associates and their families a safe
and relaxing Christmas and a busy
and successful new year.

If you would like to receive our newsletter by email instead
of hardcopy please let wus know by emailing
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Visit our Website: www.telferyoung.com
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