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Excerpt from Nelson City Council Delegations Register

(A11833061)

Urban Development Subcommittee

This is a subcommittee of Council.

Areas of _Responsibility

f
f

City Centre Programme, including the City Centre Spatial Plan

Oversight of the City Centre Engagement Group

Intensification Action Plan

Housing Reserve 1 development of criteria for use and consideration of projects
Social and affordable housing proposals

Development Contributions and Financial Contributions

Statutory tools, initiatives and projects relating to Urban Development and
Housing

Powers to Decide

f
f

Appointment of a deputy Chair

Developing, monitoring and reviewing stra tegies, policies and plans , with final
versions to be recommended to Council for approval

Undertaking informal community engagement on matters within the areas of
responsibility

Powers to Recommend to Council

f
f

Approval of final versions of  strategie s, polic ies and plans

All other matters within the areas of responsibility or any othe r matters referred
toitby Council

For the Terms of Reference for the Urban Development Subcommittee please refer to
document A2505916.
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Urban Development Subcommittee

29 July 2021
Page No.
Karakia and Mihi Timatanga
1. Apologies
Nil
2. Confirmation of Order of Business
3. Interests
3.1 Updates to the Interests Register
3.2 Identify any conflicts of interest in the agenda
4. Public Forum
4.1 Nelson Tasman Housing Trust -The Trustds Plans to Devel op
Rental Housing and Accessing the Housing Reserve
5. Confirmation of Minutes
51 20 April 2021 6 -9

Document number M16571
Recommendation
That the Urban Development Subcommittee
1. Confirms the minutes of the meeting of the Urban

Development Subcommittee, held on 20 April 2021, as
a true and correct record.

6. Chairperson's Report 10 - 11
Document number R26064
Recommendation
Thatthe  Urban Development Subcommittee

1. Receives the report Chairperson's Report (R26064 ).
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7. Housing and Business Capacity Assessments for
Nelson City and Nelson -Tasman's urban
environment 12 - 344

Document number R24829
Recommendation

Thatthe Urban Development Subcommittee

1. Receives  the report Housing a nd Business Capacity
Assessments for Nelson City and Nelson -Tasman's
urban environment (R24829 ) and its attachments

(A2578160, A2688455); and

2. Notes that both the Housing and Business Capacity
Assessments (A2578160, A2688455) will be published
onCouncil 6s website.

Recommendation to Council
That the Council

1. Approves the housing bottom lines be adopted for
inclusion i nto Nel son City
plan/regional policy statement as set out in this report
Housing and Business Capacity Assessments for Nelson
City and Nelson -Tasman's urban environment
(R24829); and

2. Notes that the Minister of the Environment will be
notified of the insufficiency of development capacity for
housing for the Nelson part of the urban environment as
set out in this report (R24829); and

3. Delegates to the Mayor and Chief Executive the
au thority to confer with the Tasman District Council
regarding any minor editorial amendments to the
Nelson -Tasman Housing and Business Capacity
Assessment report (A2688455); and

4. Notes the recommendations from the Housing and

Business Capacity Assessmen ts as set out in this report
(R24829).
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CONFIDENTIAL  BUSINESS
8. Exclusion of the Public
Recommendation
That the  Urban Development Subcommittee

1. Excludes the public from the following parts of the
proceedings of this meeting.

2.  The general subject of each matter to be considered
while the public is excluded, the reason for passing
this resolution in relation to each matter and the
specific grounds under sect ion 48(1) of the Local
Government Official Information and Meetings Act
1987 for the passing of this resolution are as follows:

Item General subject of Reason for passing Particular interests
each matter to be this resolution in protected (where
considered relation to each applicable)
matter

Karakia Whakamutunga
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The Urban Development Subcommittee Minutes - 20 April 2021

Nelson City Council
Te Kaunihera o Whakatu

Mi nutefs a meeotfi nghreban Devel opment Subcommit:t

Helidn he Counci l Chamber, ClTvataHgaseStiget ,
Nel son

OnTuesday 20 Ap,ridonmmencif.g0 ga. m.

Present: Councillor J Edgar (Chairperson), Her Worship the Mayor R
Reese, Councillors M Courtney, K Fulton, B McGurk and P
Rainey
In Attendance: Group Manager Environmental Managem ent (C Barton), Nicky

McDonald, and Governance Advisers (Jasmin Brandt and
Kelsey McLean)

Apologies : Nil
Karakia Timatanga
1. Apologies
There were no apologies.
2. Confirmation of Order of Business
There was no change to the order of business.
3. Interests

There were no updates to the Interests Register, and no interests with
items on the agenda were declared.

4. Public Forum

There was no public forum.
5. Confirmation of Minutes
5.1 2 March 2021

Document number M15459, agen da pages 6 - 9 refer.
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The Urban Development Subcommittee Minutes - 20 April 2021

Resolved UD/2021/ 003
That the Urban Development Subcommittee

1. Confirms the minutes of the meeting of the
Urban Development Subcommittee, held on 2
March 2021, as a true and correct record.

Courtney/McGurk Carried

6. Chairperson's Report

Document number R24804, agenda pages 10 - 11 refer.

Councillor Edgar presentedh er Chairpersonb6s report.
Resolved UD/2021/ 004

Thatthe Urban Development Subcommittee

1. Receives the report Chairperson's Report (R24804 ).
Edgar/Her Worship the Mayor Carried
7. City Centre Spatial Plan update
Document number R23739, agenda pages 12 - 32 refer.

City Centre Development Programme Lead, Alan Gray, supported by
contractor Paul Jennings, gave a presentation  (A2622150) about the pre -
engagement undertaken with community groups.

Attendance : Councillor K Fulton joined the meeting at 9.12a.m.
Resolved UD/2021/ 005
That the  Urban Development Subcommittee

1. Receives  the report City Centre Spatial Plan update
(R23739) and its attachments (A2604905, A2604904).

Courtney/McGurk Carried

Attachments
1 A2622150 - Spatial Development Plan Presentation 20Apr2021
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The Urban Development Subcommittee Minutes - 20 April 2021

8. Housing Supply Update
Document number R24770, agenda pages 33 - 34 refer.

Team Leader City Development, Lisa Gibellini, presented the report. She

noted officers were working closely with KDi
additional recommendation clause be added to direct officers to work on

a Memorandum of Understanding with Kbinga Or

It was further requested that consideration be given to link up non -
regulatory with regulatory matters in regards to meeting climate change
obligations, sustainability goals and reducing carbon emiss ions.

Resolved UD/2021/ 006
That the  Urban Development Subcommittee

1. Receives the report Housing Supply Update
(R24770 ); and

2. Directs of ficers to work with KBbi
Memorandum of Understanding to be brought back
for Council 6s o,®etngodta pasatrieliship
approach, identifying the outcomes sought by each
organisation, including alignment of processes,
timelines and resourcing.

Fulton/Courtney Carried

9. Exclusion of the Public
Resolved UD/2021/ 007
Thatthe  Urban Development Subcommittee

1. Excludes the public from the following parts of
the proceedings of this meeting.

2. The general subject of each matter to be
considered while the public is excluded, the
reason for passing this resolution in relat ion to
each matter and the specific grounds under
section 48(1) of the Local Government Official
Information and Meetings Act 1987 for the
passing of this resolution are as follows:

McGurk/Courtney Carried
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The Urban Development Subcommittee Minutes - 20 April 2021

Item General subject Reason for passing Particular interests
of each matter to this resolution in protected (where
be considered relation to each applicable)
matter

The meeting went into confidential session at 9.51a.m. and resumed in public
session at 10.46 a.m.

There being no further business the meeting ended at 10.48a.m.

Kara kia W hakamutunga

Confirmed as a correct record of proceedings:

Chairperson Date
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Iltem 6: Chairperson's Report

Ur ban Develo
Subcommi t

%Nelson City Council
Te Kaunihera o Whakatl 29 July 2021

REPORT R26064

Chairperson's Report

1. Purpose of Report
1.1 To provide the Chairpersonéb6és report.
2. Recommendation

Thatthe  Urban Development Subcommittee

1. Receives the report Chairperson's Report (R26064 ).
3. Background
3.1 Since our last subcommittee meeting, we have had a number of
workshops and updates on Te Ara T Whakatg, C
Future Development Strategy, development contributions and housing,

including a joint workshop and joint Council meeting with Tasman District
Council on the Housing and Business Capacity Assessments and Future
Development Strategy. Despite cancelling the previous Subcommittee
meeting in favour of  workshops, progress has continued with some of the
reports going directly to Full Council for expediency.

3.2 Work in this area continues to move at pace as a consequence of central
government legislation requirements, but also in our efforts to contribut e
to addressing the growing housing crisis.

Housing Reserve

3.3 Our recently established Housing Reserve is considered an important tool
in supporting partners who have the ability to deliver social and
affordable housing solutions for the community.

3.4 As part of the Long Term Plan 2021 -2031 (LTP), Council approveda n
additional $128,000 for the first three years to provide additional
capacity within our City Development team which is leading the work on
the Housing Reserve, intensification, the Future Development Strategy,

M18812 1 O



3.5

3.6

3.7

3.8

Author:

Iltem 6: Chairperson's Report

the Housing and Business Capacity Assessment s, Te Ara T Whakat ¢
Council s partnership with Kbinga Ora.

With the LTP now signed off, Gabrielle Thorpe, Senior City Development

Advisor, has been able to pick up the work commenced by myself and

Nicky McDonald, Group Manager Strategy and Communic ations, on the

Housing Reserve. She has recently met with the local community housing

providers, Kbinga Ora and Community Action N
to further discuss considerations for the Reserve guidelines and

procedures. A further workshop is an ticipated to be scheduled with

Elected Members in August/September to progress this.

It was noted in the LTP consultation document that we expect to have
the Housing Reserve work completed before the end of the 2021
calendar year, and we remain on trac k to achieve this.

Te Ara T Whakatg (City Centre Spatial Pl an)

El ected Members have been kept well appraise
pre -engagement and development of the Spatial Plan. As noted at the

last workshop (22 June), the original timeframe has be en pushed back to

enable alignment with the Parking Strategy, which has been phased to

undertake the city centre work first.

An engagement strategy including a public expo in early September is

currently being developed. TheWhealaotrd ftor app
public engagement is expected to go directly to a Full Council meeting in

August, as additional time was required to prepare the report and

engagement materials.

Judene Edgar, Chairperson

Attachments

Nil

M18812
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Iltem 7: Housing and Business Capacity Assessments for Nelson City and Nelson -
Tasman's urban environment

Nelson City Council Urban Development Su
Te Kaunihera o Whakatt
29 July 2021

REPORT R24829

Housing and Business Capacity Assessme
City and -Nalssnam' s ur ban environment

1. Purpose of Report
1.1 To receive the Housing and Business Capacity Assessments (HBAS) for:

1 Nelson City (A2578160) meaning the Nelson component of the tier 2
urban environment (Nelson HBA); and

1 The Nelson -Tasman Urban Environment(A2688455) meaning the
combined Nelson -Tasman components of the tier 2 urban environment
(Nelson -Tasman HBA).

1.2 To approve and recommend to Council the Housing Bottom Lines (HBLS)
for inclusion in the Nelson City Council district plan/regional policy
statement.

1.3 To note that the Minister for the Environment will be notified of the

insufficiency of development capacity for housing in Nelson.

1.4 To note the recommendations from the HBA reports and that the reports
will be made available to the public on the Counc il websites.

2. Summary

2.1 The overall conclusion of the Nelson HBA is:

2.1.1 Forhousing 1 aninsufficiency of housing capacity amounting to -
864 dwellings over the long term (years 11 -30).

2.1.2 Forbusinessland - an insufficiency of commercial business land
amounting to 8.7 hectares from the end of the medium term
(years 4 -10), although there is sufficiency of business land
overall.

M18812 1 2
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3.

4.1

4.2

M18812

Housing and Business Capacity Assessments for Nelson City and Nelson -
Tasman's urban environment

Recommendation
Thatthe  Urban Development Subcommittee
1. Receives the report Housing and Business Capacity
Assessments for Nelson City and Nelson -Tasman's urban

environment (R24829 ) and its attachments (A2578160,
A2688455); and

2. Notes that both the Housing and Business Capacity
Assessments (A2578160, A2688455) will be published on
Council 6s website.

Recommendation to Council
That the Council

1. Approves the housing bottom lines be adopted for inclusion

i nto Nel son City Council 6s di str
statement as set out in this report Housing and Business
Capacity Assessments for Nelson City and Nelson -Tasman's

urban environment (R24829); and

2. Notes thatthe Minister of the Environment will be notified
of the insufficiency of development capacity for housing for
the Nelson part of the urban environment as set out in this
report (R24829); and

3. Delegates  to the Mayor and Chief Executive the au thority to
confer with the Tasman District Council regarding any
minor editorial amendments to the Nelson - Tasman Housing

and Business Capacity Assessment report (A2688455); and

4, Notes the recommendations from the Housing and Business
Capacity Assessmen ts as set out in this report (R24829).

Background

The National Policy Statement on Urban Development (NPSUD) came
into effect in August 2020, replacing the former National Policy
Statement on Urban Development Capacity.

The NPSUD has assessed the Nelson and Tasman Councils as a Tier 2

urban environment in acknowledgment that the shared environment of

Nelson and Tasman (largely Nelson and Richmond) operates as one

integrated and contiguous housing and business environment, despite its
territorial boundaries. For an urban environment that has more than one

13



Iltem 7: Housing and Business Capacity Assessments for Nelson City and Nelson -
Tasman's urban environment

local authority with jurisdiction, those local authorities are jointly
responsible for the preparation of the HBA for this environment.

4.3 At the Joint Committee meeting of the Tasman District and Nelson City
Councils, 10 November 2020, the Joint Committee resolved the inclusion
of the settlements  of Nelson, Richmond, Motueka, Mapua, Wakefield,
Brightwater, Cable Bay and Hira as part of the Nelson -Tasman Urban
Environment in recognition that these communities are part of the same
labour and housing market.

4.4 This is the Council és second HBA. The previo
2018 and concluded no projected shortfall in business land capacity over
the 30 years but a shor  tfall in housing capacity over the long term (11 -
30 years) amounting to -2505 dwellings for Nelson.

4.5 The Nelson HBA has been prepared with feedback from different business
units and from a Council workshop on the assumptions underpinning the
assessmen t method that was held with the Urban Development
Subcommittee on 31 March 2021.

4.6 The Nelson -Tasman HBA has been presented to the Tasman District
Council for adoption, at its 8 July 2021 meeting.

Discussion
NPSUD requirements for Housing and Business Ca pacity
Assessments

4.7 The NPSUD requires tier 2 urban environments to complete a Housing

Capacity Assessment of that environment by 31 July 2021. Note: A Tier
2 urban environment means an urban environment that is listed in
column 1 of table 2 in the app endix of the NPSUD.

4.8 The purpose of the Housing Capacity Assessment is to:

4.8.1  Provide information on the demand and supply of housing, and
the impact of planning and infrastructure decisions on that
demand and supply; and

4.8.2 Inform Resource Management Act (RMA) planning documents,
Future Development Strategies (FDS) and long -term plans; and

4.8.3 Quantify the development capacity that is sufficient to meet

expected demand for housing in the short term (1 -3 years),
medium term (4 -10y ears), and long term (11 -30 years).
4.9 Sufficient capacity is met when:

49.1 Land is plan enabled i.e. in the short term on land zoned for
housing, or for the long term on land identified for future urban
use or urban intensification in an FDS; and
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Housing and Business Capacity Assessments for Nelson City and Nelson -
Tasman's urban environment

4.9. 2 Land is infrastructure ready i.e. in the short term there is
adequate existing development infrastructure, in the medium
term funding for servicing is identified in the Long Term Plan, or
for the long term development infrastructure to support
developmen t capacity is identified in the 30 -year Infrastructure
Strategy; and

4.9.3 Development capacity is feasible and reasonably able to be
realised; and

4.9.4 The expected demand has the appropriate competitiveness
margin added (20% for the short and medium te rms, and 15%
for the long term).

The assessment results in a determination as to whether the urban
environment has sufficient development capacity to accommodate its
projected demand over 30 years, or not. If any insufficiencies in
development capacit y are identified in the urban environment, the
Council/s must:

4.10.1 Immediately notify the Minister for the Environment; and

4.10.2 If the insufficiency is wholly or partly a result of RMA planning
documents, change those documents to increase developme nt
capacity for housing or business land as soon as practicable, and
update any other relevant plan or strategy (including any FDS);
and

4.10.3 Consider other options for increasing development capacity and
otherwise enabling development.

The HBA also informs the Housing Bottom Lines (HBLS) that are required
to be inserted into each of the Council 6s
statement. More on the proposed HBLs is set out later in this report.

Housing Capacity Assessments

The process of undertaking an HBA is set out in the Nelson HBA report.

For Nelson, the Nelson HBA assessment has concluded that under the

Council 6s current RMA planning rules that
capacity of -864 dwellings over the long ter m. It should be noted that

this assessment does not include the additional potential capacity should

the plan change application submitted to Council for the Maitahi/Bayview

development area be approved. In this event demand is expected to

exceed supply un til around 2043 (instead of 2039).

15
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Housing and Business Capacity Assessments for Nelson City and Nelson -
Tasman's urban environment

Nelson HBA - Housing Capacity Assessment

Demand (plus Capacity Difference
competitiveness
margin)

Short term (1 -3 years) 521 1,876 +1,355

Medium term (4 -10 2,554 1,894 -537
years)

Long term (11 -30 years) 4,950 3,391 -1,682

Totals 8,025 7,161 -864

Nel sondéds housing capacity r uns39asshown n
in the graph below. The demand line in this graph includes the required
competitiveness margins.
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Meanwhile , the Nelson -Tasman HBA has concluded a shortfall in housing
capacity in the long term (11 -30 years) of -736 as shown in the following
table. The reduction in the shortfall is due to the Tasman district having

a small amount of additional capacity and this has offset some of

Nel sonés shortfall

16
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Iltem 7: Housing and Business Capacity Assessments for Nelson City and Nelson -
Tasman's urban environment

Nelson -Tasman HBA - Housing Capacity Assessment
Demand (plus Capacity Difference
competitiveness
margin)
Short term (1 -3 years) 1,430 3,250 +1,820
Medium term (4 -10 years) 4779 3,882 - 897
Long term (11 -30 years) 10,970 9,311 -1,659
Totals 17,179 16,443 -736

Response to identified insufficiencies

4.15 In situations where an insufficiency is identified the Council must
determine if the insufficiency is due in whole or part to its RMA planning
documents, and if so, must change these documents to increase capacity
as soon as is reasonably practicable afterwards. It must also consider
other options for increasing development capacity and otherwise
enabling development.

4.16 Council has already rem  oved minimum parking rate requirements from
the Nelson Resource Management Plan in response to NPSUD
requirements and this is expected to assist with better land use
development going forward.

417 Additionally, this HBA uses the rules under the Nelson Res ource
Management Pl an to assess Nelsonbs capacity.
planning documents to increase sufficiency of capacity is expected to be
addressed through the draft Whakamahere Whak

4.18 The development of the Whakamahere Whakat ¢ Nelson Plan has been
informed by the analysis that has been undertaken as part of this HBA.
In response to the shortfall identified in the 2018 HBA and subsequent
testing under the housing capacity model, the Whakamahere Whakat <
Nelson Plan has been modif ied to include provisions for a wider range of
higher -density housing and small homes. These provisions include the
following:

4.18.1 Smaller minimum lot size.
4.18.2 Higher maximum site coverage.
4.18.3 Removal or refinement of courtyard and outdoor livin g rules.

4.18.4 Changes to maximum building heights.

M18812 1 7



Iltem 7: Housing and Business Capacity Assessments for Nelson City and Nelson -
Tasman's urban environment

Business Land Capacity Assessment

4.19 Under the NPSUD a council és business | and as
undertaken at a later date but must be completed in time to inform the
2024 Long Term Plan. Although a business capacity assessment is not
required by the NPSUD at this time staff have undertaken the business
capacity assessment concurrently with the housing capacity assessment.

4.20 The advantage of this approach is that it follows the recommendation
fromt he 2019 Nelson Tasman FDS, providing a f
overall infrastructure and planning requirements, as well as enabling
staff to immediately commence preparation of a new FDS jointly with the
Tasman District Council. The business land as sessment is also especially
valuable given the status and timing of the proposed Whakamahere
Whakat  Nel son Pl an.

4.21 The business land capacity assessment with the competitiveness margin
applied for Nelson is shown below.

Nelson HBA - Business Capacity Assessment (with competitiveness margin)
Demand (Ha) Capacity (Ha) Difference (Ha)

Commercial (and retail) 14.6 4.9 -8.7

Industrial -5.4 11.3 +16.7

Totals 9.2 17.2 +8.0
4.22 Although there is sufficient business land overall, a shortfall of -8.7 of

commercial business land has been identified. For commercial business
land, some industrial land close to the city centre is proposed to be
rezoned to mixed -use in the new Plan. Although this will potentially

accommodate some increase in commercial capacity, it may not be
enough to meet the shortfall for commercial capacity that has been
identified.

4.23 The business land capacity assessment with the competitiveness margin
applied for Nelson - Tasman is shown below.

Nelson -Tasman HBA - Business Capacity Assessment

Demand (Ha) Capacity (Ha) Difference (Ha)
Commercial (and retail) 62.3 88.4 +26.1
Industrial (includes some 29.2 49.7 +20.5
agriculture activity)
Totals 915 138.1 +46.6

M18812 1 8



Iltem 7: Housing and Business Capacity Assessments for Nelson City and Nelson -
Tasman's urban environment

4.24 As shown in the table above there is sufficient capacity for all types of
business land in the Nelson  -Tasman urban environment. This is because
Tasman has additional business land capacity, and this has offset the
shortfall of commercial business land in N elson.

Recommendations from the HBAs

4.25 To continue to progress the proposed Whakama
Plan change:

4.25.1  To enable greater infill feasibility and higher density
development where these meet the requirements of the

NPSUD.
4.25.2  To enhance market choice, price - points and make efficient use
of the urban land resource and infrastructure I to provide a

well -func tioning urban environment.

4.25.3  To provide residential greenfield expansion areas where these
meet the requirements of the NPSUD.

4.25.4  That considers how to provide for relocatable housing.

4.25.5  To rezone surplus industrial land for other business/mixed use
activities.

4.26 Other recommendations are:

4.26.1  Assess potential additional capacity of housing and business
land areas through the development of a new Future
Development Strategy. Investigating the influence of transport
accessibili ty on enabling intensified growth over the short,
medium and long terms may also be of benefit.

4262 Complete Te Ara T Whakaspagialplah,bnd ci ty cen
programme investment in the public realm to encourage and
support the uptake of inner city housing.

4.26.3  Actively pursue government funding opportunities, such as the
Housing Acceleration Fund, to ensure growth areas are
infrastructur e ready.

4.26.4  Build and strengthen developer relationships and identify
potential partnership opportunities, including with central
government agencies, working together to affect the volume
and timing of supply.

4.26.5  Continue to work collaboratively w ith the Tasman District
Council taking a regional approach to solving demand for
capacity to achieve sufficient housing and business capacity
across the Nelson -Tasman urban environment.

M18812 1 9
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Housing and Business Capacity Assessments for Nelson City and Nelson -
Tasman's urban environment

4.26.6  Continue to evaluate and monitor residential and business
capac ity with Tasman District Council to ensure decision
making is aligned between the Councils where it affects the
potential to provide sufficient residential and business land
capacity.

Housing Bottom Lines (HBL)

The NPSUD requires a HBL (the amount o f development capacity that is

sufficient to meet expected housing demand plus the competitiveness

margin) to be inserted into each Council 6s
statement/district plan. The housing bottom line applies only to the local
authoritybdés district.

The Nelson City Council housing bottom lines for the short -medium and
long term are set out in the table below and are cumulative.

Period Development Holiday Competitiveness Total
capacity that homes margin cumulative)
is sufficient to margin
meet expected (+5%)
housing
demand
Short term 417 dwellings 21 +20% = 83 dwellings 521 dwellings
(1 -3 years)
Medium term
(4-10 years) 2,460 123 +20% = 492 3,075 dwellings
dwellings dwellings
Long term
(11 -30 years) 6,687 211 +20% (years 1 -10) 8,025 dwellings
dwellings = 634 dwellings
+15% (years 11  -20)
= 493 dwellings

Options

The Urban Development Subcommittee has the option of recommending

to Council that it approves the HBLs or not. The Tasman District Council
has already approved its HBLs at its 8 July 2021 Council meeting. Its

HBLs were based on the Tasman component of the housing capacity
assessment that informed the report on the Nelson -Tasman urban
environment.

Officers are recommending that the Urban Development Subcommittee
recommends to Council that it adopt the HBLs as set out below.

Option 1: Approve the housi ng bottom lines as set out in this
report and recommend these to Council (this is the
recommended option).

Advantages 1 Meets the statutory requirements of the
NPSUD.
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 Reflects decisions for the Urban Environment
by the Tasman District Council.

Risks and 1 None
Disadvantages

Option 2: Do not approve the Housing Bottom Lines as set out
in this report.

Advantages 1 None
Risks and i Statutory requirements of the NPSUD are not
Disadvantages met.

6. Conclusion

6.1 Undertaking HBAs is a requirement of the NPSUD. The result of the
Nelson HBA has identified an insufficiency of development capacity for
housing of 7 864 dwellings in the long term. This is reduced to an
insufficiency of development capacity for housing fo r the urban
environmentof -736 dwellings after taking into acc
additional housing capacity.

6.2 For business land, Nelson has an insufficiency amounting to 8.7 hectares
of commercial business land in the medium - long term, however, as
Tasmands urban environment has additional capa
shortfall of any type of business land for the urban environment.

7. Next Steps

7.1 It will be important to continue to test the proposed enabled capacity of
the draft Whakamahere Whakat ¢ Nelson Plan to ensure its provisions
provide sufficient capacity and meet the NPSUD requirements.

7.2 Officers will make both Housing and Business Capacity reports available
to the public via Councilés website, wildl pr
next HBAs i n approximately 2023 and continue with preparation of a new
Future Development Strategy in conjunction with Tasman District
Council.

Author: Gabrielle Thorpe, Senior City Development Adviser

Attachments

Attachment 1: A2578160 - Nelson's Housing and Bu siness Capacity
Assessment June 2021 g
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Housing and Business Capacity Assessments for Nelson City and Nelson
Tasman's urban environment
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| mportant considerations for deci

1. Fit with Purpose of Local Government

The matters set out in this report fit with the purpose of Local Government
by enabling well -functioning urban environments that enable all people

and communities to provide for their social, economic, and cultural

wellbeing, and for their health and safety, now and into the futur e.

2. Consistency with Community Outcomes

Receiving the HBA reports and recommending the adoption of the Housing
Bottom Line will inform the preparation of the Nelson Tasman Future
Development Strategy and the process of the draft Whakamahere

Whakat g Nel son Pl an. It al s o nunitpgqutoomeé:s t
Our infrastructure is efficient, cost effective and meets current and future
needs.
3. Ri sk
It is considered that there is little risk in receiving the HBA reports and
recommending the adoption of a Housing Bottom Line. If Council were no t
to complete these actions, there is a risk that non -compliance with a
national policy statement results in direction or action from central
government.
4. Financi al I mpact

There is no financial impact from the decisions in this report. All
recommendat ions in the report are funded as part of business as usual
from the Environmental Management Group.

5. Degree of significance and |l evel of

This matter is of low significance as the process for preparation of HBAs is
set out in the NPSUD. Foll  owing adoption of the HBAs this information will
be used to inform preparation of the Nelson Tasman Future Development

Strategy, and next steps for the draft
and the public will have opportunities to provide feedback during both
processes.

6. Climate | mpact

The capacity assessment takes climate impact into consideration as it does
not count areas that are subject to natural hazards (slope risk, fault

hazard and flood model) as potential capacity for backyard infill and/or

site redevelopment. Further work to assess suitable locations for growth
will be considered as part of preparation of the Nelson Tasman Future

M18812 2 3
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Development Strategy and through the ongoing processes involved with

the draft Whakamahere Whakatg Nel son Pl
7.1 nclusion of Mbor. i n the decision n
No engagement with MbBbori has been under

However, early engagement with iwi/hapu is underway as part of early

preparation of the Nelson Tasman Future Development Strategy an d will

be continuing through the draft Whakama

process.

8. Del egations

The Urban Development Subcommittee has the following delegations to
consider options for urban development and housing;

Areas of Responsibility
1 City Centre P rogramme, including the City Centre Spatial Plan
1 Intensification Action Plan

T Statutory tools, initiatives and projects relating to Urban
Development and Housing

Powers to Decide

1 Developing, monitoring and reviewing strategies, policies and plans,
with final versions to be recommended to Council for approval

Powers to Recommend to Council

1 Approval of final versions of strategies, policies and plans

1 All other matters within the areas of responsibility or any other
matters referred to it by Council

M18812 2 4
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Foreword

This Capacity Assessment Report (A2570160) for Nelson is part of a series of reports
undertaken by Nelson and Tasman Councils to meet the obligations of a Tier 2 Urban
Environment under the National Policy Statement on Urban Development. Reports in the

series are:

A2688455 Capacity Assessment for the Nelson Tasman Urban Environment
A2578160 Capacity Assessment for Nelson City Council Territorial Area.
A2701250 Capacity Assessment for the Tasman District Council Territorial Area

All reports should be read together to gain an understanding of the urban development
capacity for the Nelson Tasman Urban Environment.

A2578160 Page | 1
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Executive Summary

The Nelson City Council territorial area forms part of the Nelson Tasman Urban
Environment. An urban environment means any area of land that is part of a housing
and labour market of at least 10,000 people. The Nelson Tasman Urban Environment
extends from Cable Bay to Wakefield and Motueka.

This report provides an assessment of the housing and business development capacity in
the Nelson Territorial Authority part of the Nelson Tasman Urban Environment.
Development capacity means the capacity of land to be developed for housing or
business use, based on:

(a) Zoning, objectives, policies, rules and overlays that apply in the relevant
proposed and operative RMA planning documents; and

(b) The provision of adequate development infrastructure to support the development
of land for housing and business use.

A separate report (A2701250) provides an assessment of the Tasman Territorial
Authority Area and a combined overview report (A2688455) provides an assessment of
the Nelson Tasman Urban Environments urban development capacity.

These assessments are required to meet Subpart 5 Housing and Business Capacity
Assessments (HBA) of the National Policy Statement on Urban Development 2020. The
assessments are also required to ensure that decision-makers have evidence to inform
planning decisions, including the provision of a housing bottom line, and are responsive
to any shortfalls in capacity through amending resource management plans and
infrastructure programming.

Summary of key results

Housing demand and capacity

In summary, there is sufficient housing capacity in Nelson in the short term. In the
medium term, although there is a projected shortfall of 660 dwellings, this is
accommodated by a surplus of capacity in the short term. In the long-term, taking the
surplus and deficits of the previous periods into account, there is a total shortfall of 864
dwellings projected.

However, if the plan change application submitted to Council for the Maitahi/Bayview
development area is approved, demand is expected to exceed supply in around 2043
(instead of 2039).

The Nelson Resource Management Plan is currently being reviewed. The draft rules allow
for much smaller lot sizes which have the effect of increasing infill and redevelopment
capacity to a level where supply is expected to exceed demand until beyond 2051.

A2578160 Page | 5
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Table 1 shows the projected demand for housing by household (including NPSUD
competitiveness margins) for each of the short, medium, and long term periods in
comparison to the city’s capacity to provide for future dwellings in Nelson to 2051.

Table 1: Housing demand and capacity to 2051.

Period Demand Sufficient Difference for
(households) capacity period
for period (dwellings) for
period
Short-term (1-3 years) 521 1,876 1,355
Medium-term (4-10 2,554 1,894 -660
years)
Long-term 11-30 years) 4,950 3,391 -1,559
Total 8,025 7,161 Deficit of -864

While capacity is expected to be available in the short and medium term the pinch point,
where demand exceeds supply, sits around 2039 assuming no other development
proposals come forward. Figure 1 illustrates the demand-capacity relationship over time.

Figure 1: Housing bottom line and capacity by vear.
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12000
Short term Medium term Long term
100C0

000

6000

mber of new housho'ds

Nur
B
=

2000

28
79
o
32
i
2034

~ ~ e

Year ending June

=== New Households per year - cumulative with NPS margins e Housing capacity

Affordability context

In spite of the current demand-capacity relationship, in an environment of rising house
prices and below national average wages it is getting harder to enter into the city's
housing market. When taking into consideration average wages in Nelson, the city is one
of New Zealand’s least affordable, with growing numbers of households experiencing
affordability stress. Based on household income data from the 2018 census and current
house pricing this HBA estimates that the majority of residents who do not own their
own home may now be unable to afford a lower quartile price point house in Nelson.

A2578160 Page | 6
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The latest Massey University Home Affordability Report (December 2020) ranks Nelson
as the third least affordable region in New Zealand after Auckland and Tasman.

Business demand and capacity

The Nelson City Council and Tasman District Council commissioned Sense Partners to
undertake an assessment of its business land capacity. The assessment suggested the
economic shape of Nelson (and Nelson-Tasman) is changing, in line with the rest of New
Zealand, estimating an increase in commercial and service type activities and a gradual
decline in industrial activity over the thirty-year period.

For Nelson, this means a demand for a further 9.2 hectares of business land, largely to
cater for the growth in the commercial and health education and training sector that is
expected. The 9.2 hectares takes into account that 8.3 hectares of existing industrial
land will no longer be needed and assumes this land can be repurposed.

To offset this demand Nelson currently has capacity for 17.1 hectares of business land
which is a mix of industrial and commercial land. Commercial land is land used for
ANZSIC categories J to N and P to R which include activities involving things like
professional services, science and technology that are generally office-based. Due to the
proximity to the city centre of a suitably sized area of industrial land, there is scope for a
change in land use from industrial to commercial to accommodate any shortfall in supply
in either land type. Table 2 shows that there is sufficient business land capacity over the
short, medium and long term periods to 2051.

Table 2: Business land demand (with competitiveness margins) and capacity in
Nelson (not cumulative)

Period Demand Capacity Difference

For period For period For period
Short-term (1-3 years) -5.9 17.1 23
Medium-term (4-10 years) 7.4 23 15.6
Long-term (11-30 years) 7.8 15.6 7.8

Housing Bottom Lines

The Nelson Territorial Authority area housing bottom lines for the short, medium and
long term are set out in Table 3 below and are cumulative.

Table 3: Housing bottom line

Period Development Holiday Competitiveness Total
capacity that is homes margin (cumulative)
sufficient to margin
meet expected
housing
demand
Short term 417 dwellings 21 +20% = 83 dwellings | 521 dwellings
(1-3 years)
Medium 2,460 dwellings 123 +20% = 492 3,075
term dwellings dwellings
(4-10 years)
Long term 6,687 dwellings 211 +20% (yrs 1-10) = 8,025
(11-30 years) 634 dwellings dwellings

+15% (yrs 11-20) =
493 dwellings

A2578160 Page | 7
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Recommendations

As a result of the shortfall in housing and business capacity identified in this report the
following recommendations are provided:

1) To continue to progress the proposed Whakamahere Whakatd Nelson Plan change:

« To enable greater infill feasibility and higher density development where these
meet the requirements of the NPSUD.

e To enhance market choice, price-points and make efficient use of the urban land
resource and infrastructure — to provide a well-functioning urban environment.

e To provide residential greenfield expansion areas where these meet the
requirements of the NPSUD.

« That considers how to provide for relocatable housing.
¢ To rezone surplus industrial land for other business/mixed-use activities.

2) Assess potential additional capacity of housing and business land areas through the
development of a new Future Development Strategy. Investigating the influence of
transport accessibility on enabling intensified growth over the short, medium, and
long terms may also be of benefit.

3) Complete Te Ara 0 Whakatd, the city centre spatial plan, and programme investment
in the public realm to encourage and support the uptake of inner-city housing.

4) Actively pursue Government funding opportunities, such as the Housing Acceleration
Fund, to ensure growth areas are infrastructure ready.

5) Build and strengthen developer relationships and identify potential partnership
opportunities, including with central government agencies, working together to affect
the volume and timing of supply.

6) Continue to work collaboratively with the Tasman District Council taking a regional
approach to solving demand for capacity to achieve sufficient housing and business
capacity across the Nelson-Tasman urban environment.

7) Continue to evaluate and monitor residential and business capacity with Tasman

District Council to ensure decision making is aligned between the Councils where it
affects the potential to provide sufficient residential and business land capacity.

A2578160 Page | 8
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1. Introduction

1.1 Purpose and objectives

The Government introduced the National Policy Statement on Urban Development
(NPSUD) in August 2020. The policy statement sets out the role that local authorities
play in supporting productive and well-functioning cities, with a focus on housing and
business development planning required to meet future demands.

A key part of this planning is the compilation of robust evidence for housing and
business markets that can be used to inform planning decisions and related documents,
for example, Plan Changes, Long Term Plans and Future Development Strategies.

This report provides a summary of the findings from the Council’s latest Housing and
Business Capacity Assessment to meet the requirements of the NPSUD. It builds on the
previous assessment in 2018 prepared under the National Policy Statement Urban
Development Capacity 2016 and addresses the additional requirements of the NPSUD
2020.

The process of assessing Nelson’s future housing needs means understanding:
¢ the current number of households (dwellings) in Nelson.

¢ demand for dwellings to meet expected population growth, by type and location
in the short-term (3 years), medium-term (4-10 years), and long-term (11-30
years) to 2051.

« what capacity is available now (i.e. land that is zoned residential, and is provided
with wastewater, water, stormwater and transport infrastructure to support its
development capacity), and in the future (i.e. development infrastructure
programmed in Council’s Long Term Plan and Infrastructure Strategy).

e the likely supply of housing to be brought to the market, by assessing its
feasibility and what is reasonably expected to be realised in the short, medium
and long term, including both rental and private ownership.

« the affordability and competitiveness of the housing market and the impact of
planning decisions and infrastructure on this market.

Additionally, the assessment provides a basis for the establishment of 'housing bottom
lines’ for sufficient housing development capacity in Nelson, as well as quantifying any
insufficiencies in housing development capacity and the nature of constraints that have
been identified.

This report also provides an assessment of Nelson’s business land capacity to 2051.
Under the NPSUD this HBA must estimate, for the short term, medium term and long
term, the demand from each business sector for additional business land in the region,
by hectares or floor area. Including:

e the most likely projection of demand by business sector; and
¢ the assumptions underpinning this projection; and

e if those assumptions involve a high level of uncertainty, the nature and potential
effects of that uncertainty; and

A2578160 Page | 9
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¢ An assessment of capacity in the short, medium, and long term and identification
of any shortfalls.

1.2 The tier 2 urban environment and its geographic areas

Under the NPSUD (Subpart 5 (3.19(2)) the HBA is to cover the urban environment of the
local authority and assess the demand and capacity within the boundaries of that urban
environment, however, it may also apply to any wider area.

The Nelson Urban Environment is defined in the NPSUD to include the shared urban
environment of the Nelson City Council and Tasman District Council. The NPSUD
assesses this shared environment as a Tier 2 Urban Environment.

The NPSUD allows for neighbouring communities that are considered to be part of the
same housing and labour market to also be included. In response, at the Joint
Committee of the Nelson and Tasman Councils meeting 10 November 2020, it was
agreed that the settlements of Hira, Cable Bay, Nelson, Richmond, Brightwater,
Wakefield, Mapua and Motueka also be included in the Urban Environment. Figure 2
below shows the areas included in the Nelson Tasman Urban Environment.

A2578160 Page | 10
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Figure 2: Nelson Tasman Urban Environment — Area covered.
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This report discusses the findings of the Nelson part of the Nelson Tasman Urban

Environment, as shown in yellow in Figure 2.

A2578160
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A separate report for the shared Urban Environment, as shown in both yellow and
orange in Figure 2, has been prepared and this can be found at
http://www.nelson.govt.nz/building-and-property/city-development/urban-development-

capacity/.

Tasman District Council has its own report on the capacity of the Tasman District
Council’s part of the Nelson Tasman Urban Environment, shown in orange in Figure 2.
This report can also be found at http://www.nelson.govt.nz/building-and-property/city-
development/urban-development-capacity/.

1.3 Relationship between Nelson City and Tasman District
Territorial Authorities

Understanding the relationship between the areas covered by Nelson and Tasman is
essential to understanding how the market for housing and business land operates. The
two authorities comprise similar levels of population, with the latest estimates
compromising 54,600 residents in Nelson and 56,400 residents in all of Tasman.

From a transport point of view, the networks within both areas are dominated during
peak times by residents of one area travelling to and from the other. This is primarily
driven by places of residence and work being in different territorial authority areas. For
example, around 1,400 Nelson residents work in Tasman and around 2,900 Tasman
residents work in Nelson.

Internal migration also links the two regions with around 1,100 people a year? relocating
their place of residence from Nelson to Tasman and vice versa.

The urban environment of the adjoining Authorities is intrinsically linked and essentially
operating as a single urban environment i.e. the boundaries in this context do not reflect
the housing choices that people make or the commercial market realities that operate
across Nelson and Tasman.

1.4 The housing situation in Nelson

When taking into consideration average wages in Nelson, the city is one of New
Zealand's least affordable, with growing numbers of households experiencing
affordability stress. Moreover, most residents who do not own their own home may now
be unable to afford even a lower quartile price point house.

+ Median house prices have continued to increase and are now 88% more
expensive when compared with five years ago?.

e The number of applicants on the Ministry of Social Development’s housing
register has increased by 48% compared with 12 months ago (253 at 30
December 2020)3.

¢ Although affordability has improved over the last 12 months, according to the
latest Massey University Index published in December 2020, Nelson continues to
be the third least affordable region in the country behind Auckland and Tasman®.

1 https://insights.treasury.govt.nz/insights/#

2 https://www.interest.co.nz/charts/real-estate/median-price-reinz

3 https: /f/www.msd.govt.nz/about-msd-and-our-work/publications-resources/statistics/housing/index.html
4 https://www.massey.ac.nz/massey/learning,/colle ges/college-business/school-of-economics-and-
finance/research/reau/home-affordability-re port.cfm
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« Total building consents for new dwellings has reduced in Nelson to 253 for the
year ending 31 December 2020 down from 312 from the previous calendar year
but up from 254 for the 2018 year.

« Total new residential sections have also decreased for the year with a drop from
221 sections in 2019 to 211 sections for the year ending 30 June 2020 but up
from 154 for the 2018 year.

e Total resource consents have also reduced from 703 lots for the year ending 30
June 2019, to 385 for year ending 30 June 2020.

For business (commercial and industrial) the amount of floor space in Nelson has
remained relatively constant.

2. Methodology and approach

The following is a high-level summary of the method used to analyse Nelson's sufficiency
of capacity for housing and business land. More detail on the method and its
assumptions can be found in section 4 and section 6 of this HBA.

Housing

Housing capacity has been calculated for greenfield areas using scheme plans provided
by developers for the land that is actively being developed. For land likely to be
developed much further into the future, densities from the already developed adjoining
land are applied and adjusted in response to opportunities and constraints on the site
(i.e. lower density for steeper slopes, higher density where conditions allow).

For intensification, infill and redevelopment, capacity has been calculated using GIS
tools, the rating database, and the Nelson Resource Management Plan rules.

Business land

Business land capacity has been calculated using the data compiled during a 2021
business land stocktake. This stocktake recorded all business land use throughout Nelson
City including vacant land and unoccupied buildings.
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3. Housing Demand

NPSUD requirements (3.24):

1) Every HBA must estimate, for the short term, medium term, and long term, the demand for
additional housing in the region and each constituent district of the tier 1 or tier 2 urban
environment:

¢ in different locations; and

¢ in terms of dwelling types.
2) Local authorities may identify locations in any way they choose.

3) Local authorities may identify the types of dwellings in any way they chose but must, at a
minimum, distinguish between standalone dwellings and attached dwellings.

4) The demand for housing must be expressed in terms of numbers of dwellings.
5) Every HBA must:

¢« set out a range of projections of demand for housing in the short term, medium term,
and long term; and

¢ identify which of the projections are the most likely in each of the short term, medium
term, and long term; and

¢ set out the assumptions underpinning the different projections and the reason for
selecting the most likely; and

e if those assumptions involve a high level of uncertainty, the nature and potential effects
of that uncertainty.

Section summary:
e The number of households in Nelson is projected to increase to 30,218 by 2051.

e« 8,025 additional houses are expected to be needed over the next 30 years.

¢« When choosing housing, Nelson residents prioritise sun, safety from crime, safety from
natural hazards, a freehold title, and a standalone house in this order.

¢ When choosing a dwelling type and taking into account financial constraints of a
household, 8% choose an apartment, 28% choose an attached dwelling, and 65%
choose a freestanding dwelling.

¢« Housing in Nelson is still unaffordable to a large proportion of households that currently
do not own their own home.

e Ageing of the population is expected to result in demand for smaller houses.

e« Maori households are, on average, larger than the general population and the number of
Maori households is expected to increase. This in turn will drive demand for larger houses
although this demand could be offset by a reduction in demand for larger houses
amongst the wider population.

¢« Broken down by time period, the cumulative demand for housing, including the NPSUD
margins is:

o Short term (1-3 years) - 521 households
o Medium term (4-10 years) - 3,075 households
o Long term (11-30 years) - 8,025 households
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3.1 Introduction

Housing demand means estimating the demand for dwellings to meet the city’'s
population growth for the short, medium, and long term. This is achieved by breaking
down the city's population projections into household demand and then adding the
required competitiveness margins and other relevant factors such as the impact of
unmet demand on the Nelson market. This process is detailed more fully in the sections
below which cover:

s« Population projection scenarios
e Household projections

¢ Demand for new dwellings

e Unmet demand

« Competitiveness margins.

3.2 Population projection scenarios

Over the last ten years, Nelson has experienced an average population growth of
approximately 1.7% per year, which is the same average population growth as for the
rest of New Zealand.

The Council adopted, for its 2018-28 Long Term Plan (LTP), a high growth series for the
yvears to 2028 and a medium series after that. The previous Housing and Business
Assessment, undertaken in 2018, was based on the population and household
projections that had been adopted in that LTP.

More recently, however, Covid19 has introduced some uncertainties associated with
migration expected to affect Nelson’s population growth over the short term.
Consequently, the post-Covid19 modelling of Nelson’s future population for the LTP
2021-31 anticipated a low growth rate over the short term with the growth rate over the
medium-long term gradually returning to sit between the medium and high growth
series as previously anticipated before the Covid19 pandemic.

The population projections report looks back at recession trends of New Zealand's
history and examines the effect these had on the three contributors to population
change; birth rate, death rate and net migration. This analysis found the following:

¢« Birth rates often decrease during a recession.
¢ Death rates do not fluctuate much.

¢ Greater workforce underutilisation and a more challenging housing market can
have a negative effect on net migration.

In addition, immigration and travel restrictions resulting from Covid19 are expected to
have a longer term effect on net migration in Nelson. As a result of these findings, the
following assumptions were recommended:

¢ Medium births scenario for ten years and high births scenario after that.
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¢ Medium death rate scenario.

« Zero net migration for two years, low net migration for the following three years,
medium net migration for the next five years and high net migration after that.

These assumptions formed the basis of the final population projections and have been
used for the purposes of developing growth assumptions for the LTP 2021-31.

Due to the variation of this projection to earlier projections two independent reviews of
the population projections were undertaken by Infometrics. The first in June 2020 as a
basis for the original estimate and the second in February 2021 in response to Nelson's
stronger than expected economic performance. Infometrics confirmed that the
population projection adopted in November 2020 should be retained and this has been
used to establish demand in this report.

Final population projections were adopted by Nelson City Council on 12 November 2020
for the LTP 2021-31 and these are shown in Table 4.

Table 4: Population projections adopted by NCC for its LTP 2021-31

Year Projected Year Projected Year | Projected Year Projected
population population population population
2020 54,620 2028 56,160 2036 59,760 2044 63,400
2021 54,700 2029 56,400 2037 60,260 2045 63,840
2022 54,780 2030 56,640 2038 60,760 2046 64,280
2023 54,960 2031 57,180 2039 61,200 2047 64,720
2024 55,080 2032 57,720 2040 61,640 2048 65,160
2025 55,200 2033 58,260 2041 62,080 2049 65,600
2026 55,520 2034 58,760 2042 62,520 2050 66,040
2027 55,840 2035 59,260 2043 62,960 2051 66,480

There is uncertainty around population growth, not just for Nelson but for all of New
Zealand’s regions in general. This uncertainty is particularly relevant in a Covid19
environment due to the uncertaintly of migration rates. Statistics New Zealand (StatsNZ)
provides population projections that are updated on a regular basis to reflect the findings
of each new census. To reflect the uncertainty in the projection population, StatsNZ
provides low, medium and high series projections.

The NPSUD requires that a range of projected demand scenarios for the short, medium
and long term also be considered. For this HBA, the StatsNZ low, and high series
population projections for Nelson City are used to represent the likely minimum and
maximum range in which the actual population is expected to land.

Figure 3 illustrates Nelson’s adopted population projections, with a comparison to
StatsNZ low, medium, and high series population projections that were released in April
2021.
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Figure 3: Population projections adopted for the Nelson LTP 2021-31
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=== NCC post CCVID19 population projection

For this HBA, the NCC post Covid19 population has been adopted in line with the 2021-
31 LTP. This means that out until around 2031, the population in Nelson is expected to
be between the StatsNZ low and medium series projections. Beyond 2031, the
population of Nelson is projected to increase at a higher rate that puts it between the
StatsNZ medium and high projections.

The city’s population projections are reviewed every three years in time to inform the
next LTP. However, as a result of the actual population series potentially being different
to the series that has been adopted and the impact of this on the city's capacity for
housing, some forecasting of the impact of the different population scenarios by low,
medium and high population series has also been prepared in the following section.

Further detail on how the population projection for Nelson was developed can be found
in the population projection report in appendix 3 of this HBA.

3.3 Household projections

To calculate the number of households that correspond to the population projection in
section 3.2, a household occupancy rate of 2.3 people per house has been used up to
2028 and 2.2 people per household after that. These rates are based broadly on the
StatsNZ recommended occupancy rates. Minor smoothing between the two rates has
been applied on the basis that it is not expected for the transition of rates to occur in a
single year (e.g. 2.3 people up to 2028 and 2.2 people from 2029). These household
projections have also been adopted for use in the Council’s LTP 2021-31 as shown in
Table 5.
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Table 5: Nelson’s household projections
Year Projected Year Projected Year Projected Year Projected

households households households households

2020 23,748 2028 24,960 2036 27,164 2044 28,818
2021 23,783 2029 25,348 2037 27,391 2045 29,018
2022 23,817 2030 25,745 2038 27,618 2046 29,218
2023 23,896 2031 25,991 2039 27,818 2047 29,418
2024 23,948 2032 26,236 2040 28,018 2048 29,618
2025 24,000 2033 26,482 2041 28,218 2049 29,818
2026 24,139 2034 26,709 2042 28,418 2050 30,018
2027 24 545 2035 26,936 2043 28,618 2051 30,218

M18812

Table 5 shows that, based on the population projections in the LTP, the number of
households in Nelson is expected to rise from 23,748 in 2020 to 30,218 in 2051, an
increase of 6,470 households over the thirty-year period, approximately 27% growth in
population.

3.4 Demand for new residential dwellings

Before converting the household projections in Table 5 into demand for new dwellings
two additional factors need to be applied. These are a calculation to accommodate
Nelson's unmet housing demand and application of the relevant competitiveness margins
required under the NPSUD.

3.5 Unmet Demand

This HBA defines unmet demand as the demand for housing that has not been met
within a set period prior to the present day. Unmet demand may be illustrated through:

s« overcrowding rates;
« homelessness and transitional housing rates;
« families or individuals having to live with friends or relatives;

e« households having to live apart (the salary earner in Nelson and the rest of the
family living elsewhere);

e households choosing to live in a neighbouring district when their preferred place
of abode would be Nelson; and

« overall housing supply shortage evidenced by unaffordable rents and house
prices.

There is currently no specific data or method to accurately measure unmet housing
demand although some data exists on the points noted above. More on these can be
found in the public and social housing section later in this report. Therefore, household
estimates based on the StatsNZ population estimates updated in October 2020 for the
last three years have been compared with the number of new dwelling building consents
over that same period to provide a reasonable estimate of unmet demand in Nelson. The
household occupancy rate of 2.4 people per household has been applied up until 2020 to
reflect the StatsNZ estimated occupancy rate for that period. The difference between the
two is used as a proxy of actual unmet dwelling demand in Nelson.

Table 6 details the calculation undertaken to determine Nelson's unmet housing demand
based on the method described above.
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Table 6: Unmet dwelling demand — Nelson
Year Population | Households (based Annual New Difference
(as at | estimates on average change in dwelling between previous
June (StatsNZ occupancy of 2.4 households building household
30) - October people per consents projections and
2020) household) new building
consents issued
2017 52,000 21,667
2018 52,700 21,958 292 254 38
2019 53,600 22,333 375 348 27
2020 54,600 22,750 417 264 153
Three-year total 217

M18812
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Table 6 identifies that Nelson currently needs an additional supply of approximately 217
dwellings to meet its unmet demand based on the method described above. It is noted
that there are several variables, such as the accuracy of the population estimates and
household occupancy for example, that may affect this calculation and therefore it is to
be treated as a simplified approximation that is used as a proxy only.

3.6 Competitiveness margins under the NPSUD

Under the NPSUD a competitiveness margin is a margin of development capacity, over
and above the expected demand, that is required to support choice and competitiveness
in housing markets.

The NPSUD requires the following competitiveness margins be applied:

- for the short-medium term (within the next ten years) 20%
- for the long term (between 11-30 years) 15%

This results in 20% for the period 2021-2031 and 15% for the period 2032-2051. To
calculate, these margins are applied to the total sum of household projections (Table 5)
plus unmet demand (Table 6).

Table 7 shows the cumulative additional housing demand for Nelson including the NPSUD
competitive margins. The table shows that demand for additional households in Nelson is
expected to be around 8,000 households over the period 2020-2051.

Table 7: Nelson’s projected future housing demand with competitiveness
margins (cumulative)

Year | Projected Year | Projected Year | Projected Year Projected
households households households households

2020 271 2028 1,786 2036 4,359 2044 6,345
2021 315 2029 2,272 2037 4,632 2045 6,585
2022 358 2030 2,768 2038 4,905 2046 6,825
2023 456 2031 2,952 2039 5,145 2047 7,065
2024 521 2032 3,247 2040 5,385 2048 7,305
2025 586 2033 3,541 2041 5,625 2049 7,545
2026 760 2034 3,814 2042 5,865 2050 7,785
2027 1,268 2035 4,087 2043 6,105 2051 8,025

Figure 4 shows the projected households data from Table 7 in graphical form.
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Figure 4: Graph of Nelson’'s Housing Demand including NPSUD margins.
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Figure 4 shows the increase in demand for housing is expected to be relatively low until
around 2026 due to Covid19’s impact on the city’s population projections, with a
significant increase from 2026 onwards. For clarity, the knuckle points at 2026 and

2030 in the graph are the result of changes to the components of population and
households, births, deaths, net migration and household size.

Given the uncertainty associated with growth projections, a range of projections has
been analyzed below.

Figure 5 shows the housing demand expected under the StatsNZ high and low series
projections including the NPSUD competitive margins.
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Figure 5: Projected housing demand for Nelson with StatsNZ high and low

series
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Figure 5 shows that under the StatsNZ high series population projections the housing
demand in Nelson could be expected to be up to 274% higher than the base projection
in the short to medium term, 81% higher at the start of the long term, and dropping to
15% higher at the end of the long term. This is reflective of the base projection, adopted
by Nelson City Council for the 2021 LTP, having particularly low growth in the short term
and beginning of the medium term. The adopted population projections are reviewed
every three years and adjusted at that point to inform the next Long Term Plan.

Compared to the base projection, the StatsNZ low series projections result in a housing
demand profile that is consistent with the base projection for the short and medium term
before demand drops to negative in the long term.

3.7 Housing demand by type

The NPSUD also requires consideration of what type of housing is likely to be required in
the future. To understand this, NCC jointly commissioned with the Tasman District
Council a housing preferences survey “"Housing We'd Choose” undertaken by Market
Economics in partnership with Research First. The survey explored the housing
preferences of residents to understand what households are seeking when selecting a
new dwelling. The scope for this survey was a focus on new housing within the private
market, for purchase by owner-occupiers or for rental. The scope did not include non-
market types of housing, for example, public or social housing types. The survey, and
what it means for housing demand into the future, is discussed in this section.

The methodology and approach of the "Housing We'd Choose” is set out in the full
report. This includes the findings for the Nelson Tasman Urban Environment as well as
for the Tasman area. A full copy of the report and its findings can be found in appendix 4
of this HBA.
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Figure 6 demonstrates the breakdown of local areas used in the housing preference
survey.

Figure 6: Areas used in Housing Preferences Survey
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In summary, the study concludes that Nelson residents;

e are generally willing to trade off both the type of dwelling and its location with
dwelling price which is the critical consideration.

e demand for standalone dwellings remains high.
¢ demand for attached dwellings is growing.
o the five most important features in Nelson were that the dwelling is;

sunny

safe from crime

safe from natural hazards
freehold title

standalone

O 0O O 0O O

3.8 Demand for dwellings, by type and location and different
household groups

Section 3.25(2) of the NPSUD requires tier 2 councils to quantify capacity as numbers of
dwellings in different locations including in existing and new urban areas and of different
types including standalone and attached dwellings.

The “"Housing We’d Choose” study of Nelson respondents found that the largest
mismatch between constrained and unconstrained choice is observed in Stoke where
30% of respondents would live in this location if they could, but given their current
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financial constraints they cannot afford new housing in this suburb, with only 24%
stating they can afford to live in this location. A small number of those surveyed
indicated a preference to move into rural Nelson, with more considering this location in
response to financial constraints.

The findings also suggest that constrained demand in the urban areas of Nelson is higher
than its unconstrained demand, e.g. these are locations that people choose when
unrestrained by their financial situation. Figure 7 summarises where respondents would
choose to live, identifying both constrained and unconstrained choice.

Figure 7: Respondents location choices
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From a geographical spread perspective, Nelson City has a compact urban form that
provides opportunities to live close to services and facilities regardless of where in the
area housing is located. With this in mind, Nelson City has been treated as a single
location for the purposes of this HBA both in terms of housing capacity and housing
demand. When the wider Nelson Tasman Urban Environment is taken into account it is
important to consider individual locations. This is dealt with by Nelson City Council and
Tasman District Council preparing individual HBAs to determine the demand in each
region before combining them.

Figure 8 shows the preferences of those surveyed for each of the three housing types.
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Figure 8: Housing type choice.
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Figure 8 shows that some of the respondents that live in stand-alone dwellings would be
willing to live within higher density dwelling types, mostly attached dwellings and some
apartments. For example, 15% of the Nelson urban respondents currently live within an
apartment or attached dwelling. This compares to the constrained choices within the
survey which suggests that 35% would select an apartment or attached dwelling in the
future. An increase in apartments and attached dwellings is already underway with 30%
of recent building consents for new dwellings being for an apartment or attached
dwelling.

When the data from the study is summarised for the older population, it has been found
that the preferences for each of the housing types is consistent with the general
population. Therefore, the population of Nelson can be treated as a whole rather than
splitting out each age group separately.

Using the constrained choice proportions above, the total cumulative demand for
additional housing can be split down by broad typology. Table 8 summarises the demand
for housing by dwelling type for Nelson City.

Table 8: Housing demand by type

-Tasman's

Period

Apartments

Attached

Standalone

Short-term (1-3 years)

40

144

338

Medium-term (4-10 years) 224

815

1913

Long-term 11-30 years)

610

2215

5200
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Stoke at a glance

Stoke consists of the area from Bishopdale Hill to the northern edge of Richmond.

Stoke is a popular area that has seen a lot of growth in recent years. Situated on
largely flat land surrounded by hills with views it is home to a number of schools,
supermarkets, medical centres and shops while also offering a range of community
amenity e.g. community centre, sport parks and walkways for recreational activity.

As one of the city’s older suburbs, Stoke contains a variety of house types including
retirement villages and some larger blocks of public housing. Its blocks of older style
bungalows and new housing in subdivisions means that prices vary considerably
depending on location and age.

Since around 2001 a number of large new subdivisions mostly located in the Marsden
and Ngawhatu Valleys have added 460 new homes or residential sections to the
market.

Dwellings in these subdivisions are predominantly standalone with many sold as part
of house and land packages offered by local development companies. The recent
acceleration of land and building prices means that many of these are now selling for
approximately $950,000.

Other types of new development are also popping up in Stoke and include a number
of standalone or attached townhouses that are appearing on the market. Despite the
increase in supply in this area prices are high, for example, a two bedroom townhouse
priced at over $700,000.

3.9 Housing affordability and price-efficiency

Nelson housing continues to be out of reach for growing numbers as house prices and
rents continue to increase. For example, data produced by the Ministry for Housing and
Urban Development indicates that in December 2020 house prices have increased by
88% over five years to now be a median of $743k (compared to $395k in April 2016).
Rents have also increased by 30% over five years to now be a median of $428 per week
(compared to $328 per week in December 2015)5.

Furthermore, as the average household income in Nelson is lower than the national
average, housing at an affordable price point is constrained. The income to housing cost
ratio is relevant as what is considered to be an appropriate amount to spend on housing
is a combination of assessing people’s:

¢ Housing costs (usually rent or mortgage) as a ratio of, or proportion to,
household incomes. The most frequent measure is between 25% and 30% of
household income especially for lower-income households (households earning
less than 80 % of the median income).

¢ Residual incomes after housing costs. Housing is considered unaffordable if
housing costs cannot be ‘fitted’ within a household’s remaining income after its
basic needs are catered for.

5 MBIE rental bond data - April 2021

-Tasman's

A2578160 Page | 25

50



Item 7: Housing and Business Capacity Assessments for Nelson City and Nelson

M18812

urban environment : Attachment 1 - A2578160

Housing and Business Capacity Assessment Report 2021

¢ House price to household income. Often used to understand the extent to which
house prices are aligned with, or outstrip, household incomes®.

According to market indicators from the Ministry of Housing and Urban Development’s
Urban Development dashboard at 31 December 20187, Nelson'’s share of first home
buyer households spending more than 30% of their income on housing costs is 80%.
the share of renting households spending more than 30% of their income on housing
costs is 36%.

The September 2020 Massey University Home Affordability Report® ranks Nelson as the
second least affordable region in New Zealand after Auckland.

Approximately 7% of the current population receives support through an accommodation
supplement from the Ministry of Social Development. An Accommodation Supplement
can be paid to those that rent, board, or own their own home.

To quantify the problem of unaffordability in Nelson, data from the 2018 census along
with residential house sales data was used to estimate the number of households likely
to be able to purchase a house in Nelson. To start, the household earnings for
households that did not own the home they lived in at census time were used, along with
the Westpac bank mortgage calculator to estimate how much a household could borrow
to finance a house purchase. This was then compared with the proportion of homes sold
in 2018 in each price bracket.

Figure 9 below suggests that most households that live in a home they don’t own may
find it a challenge to purchase even a lower quartile price point house in Nelson. By far
the largest group at 43% of the total are those households that are expected to find
servicing a loan prohibitive due to their income only being enough, or in some cases not
enough, to cover the cost of day to day living expenses. This group could be lifetime
renters or those in need of social housing.

& New Zealand Productivity Commission. (2012). Housing Affordability Inquiry Report. Wellington: New
Zealand Productivity Commission.
7 Latest updated data available at https://huddashboards.shinyapps.io/urban-development/

8 Massey University Real Estate Analysis Unit - HOME AFFORDABILITY REPORT QUARTERLY SURVEY
SEPTEMBER 2020, VOL 31, NO.2
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Figure 9: Housing affordability for households not living in their own home.

House affardability and sales distribution - 2018 census household incomes and 2018 house sales
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Under the National Policy Statement on Urban Development Capacity 2016, there was
the requirement to report on price efficiency indicators that were deemed relevant for
the region. These indicators were designed to provide at least part of the picture
regarding whether or not there was enough land available or whether there was enough
competition in the land supply market. Some of the measures were identified as not
being suitable for Nelson due to the elongated shape of the urban area with the main
centre at one end and the geographical constraints of steep hills on one side and the sea
on the other. The two indicators that were identified as being relevant to Nelson City
were the Price-Cost ratio and the Land Ownership Concentration. Both of these
indicators have been monitored and reported on regularly over the last three years.

The 2020/21 annual monitoring report shows that the price-cost ratio for Nelson was
around 1.53 in 2020. This is above the threshold of 1.5 that identifies when the
proportion of the land cost of the overall cost to bring completed houses to the market is
appropriate. This indicator does not describe affordability but does provide some
indication that the ratio between land cost and house cost is out of balance. The land
cost representing over one-third of the total sale price, indicating that land supply is
constrained. Figure 10 below shows the change in the price-cost ratio for Nelson since
1993.
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Figure 10: Housing price-cost ratio?
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The land ownership concentration for Nelson shows that around 65% of the
undeveloped, residentially zoned land is currently owned by approximately 10 companies
or individuals. This represents a large portion of the available bare land and can be
expected to be contributing to the high cost of land in the region. Landholders may also
have little incentive to develop land due to the current competition from buyers in the
market. This concentration of land ownership can result in the roll-out of a limited
number of new lots per year, affecting and constraining supply and adding to high sales
prices.

Spotlight on campgrounds

Nelson City Council currently owns three campgrounds, the Brook Valley Holiday Park,
Maitai Valley Motor Camp and Tahuna Beach Holiday Park which provide more than
1,000 campsites (powered and unpowered) and a mix of motel and cabin units. The
main purpose of the campgrounds is to provide a short-stay camping alternative for
visitors to the region to encourage and support tourism.

The campgrounds also provide an affordable housing option for a growing number of
long term occupants seeking a place to locate their self-contained or relocatable home.
However, as these are primarily designed to be short stay facilities, staying in the
campgrounds for longer than 50 days is currently not permitted under the Nelson
Resource Management Plan.

Under the existing Nelson Resource Management Plan, these are the only short stay
areas available on Council owned land. In future, under the draft Nelson Plan, it is
proposed that camping grounds are zoned as a “"Camping Ground precinct” within the
Sport and active recreation zone. This will provide for long term stays (residential
activity) as a permitted activity in specific circumstances for example, provided they are
connected to a community water supply and the wastewater network and meet bulk and
location requirements.

% MHUD urban development dashboard - https://huddashboards.shinyapps.io/urban-development/
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3.10 Ageing population

Over the next 30 years, the number of people aged 65 or over is expected to grow to

approximately 30% of Nelson’s population, while other population groups are expected
to slightly decline. Figure 11 shows the estimated breakdown of the population by age
over the period of the population projections.

Figure 11: Population by age — Nelson City
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The impact of a growing ageing population means that, over time, it is anticipated that
there will be an increase in demand for one and two-bedroom dwellings. Figure 12 shows
the occupancy of dwellings by the number of bedrooms for Nelson?®.

10 StatsNZ 2018 Census

A2578160 Page | 29

-Tasman's

54



Item 7: Housing and Business Capacity Assessments for Nelson City and Nelson

M18812

urban environment : Attachment 1 - A2578160

Housing and Business Capacity Assessment Report 2021

Figure 12: Number of occupied dwellings by number of bedrooms 2006-2018
census
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Figure 12 shows that, at the 2018 census, Nelson City had approximately 1,100 occupied
one-bedroom dwellings and 4,800 occupied two-bedroom dwellings (totalling
approximately 6,000 one or two-bedroom dwellings). Over time, the number of two,
three and four-bedroom dwellings has increased steadily but the number of one-
bedroom units has only marginally increased. If the market responds to housing types
sought by an ageing demographic, then it is expected that a greater number of one and
two-bedroom dwellings will be developed in the future.

Included in the above figure of approximately 6,000 one or two-bedroom dwellings are
those located in retirement villages. These provide approximately 1,500 already built or
consented dwellings for the over 65+ cohort at the time of this report. The dwellings
cater to those in need of care suites and hospital beds as well as those seeking a one,
two or three-bedroom residential unit.

Housing stress can also be experienced amongst the older population, especially those
who rent where risk of rental insecurity can be high, and residents can end up in unsafe
or unsuitable housing?!!. Nelson has 3,924 residents who receive an accommodation
supplement (at 31 March 2021), and approximately 12% of these were aged 65 years or
overt2,

It is important now and into the future that the design of new dwellings accommodates
older populations, for example through incorporating universal design. This would
contribute to producing a housing stock that is fit for purpose for a wider range of
populations over its lifetime.

11 Tenure insecurity, precarious housing and hidden homelessness among older renters in New Zealand.
(2020) B James, L Bates, TM Coleman, R Kearns & F Cram
12 Ministry of Housing and Urban Development June 2021
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3.11 Maori

There are eight iwi in Nelson with Whakatl Marae providing some papakainga housing.
Nelson’s Maori population was 5,421 at the 2018 census or around 17% of the total
population that returned census forms. Figure 13 shows the population distribution of

Maori by age.

Figure 13: Age and sex of Maori in Nelson region - 2018 census
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Figure 13 shows that there is a significant bulge in the proportion of the Maori population

in the younger age groups. This distribution typically signals that household sizes will be
relatively large for Maori with families making up the majority of the population.

Figure 14 shows the age distribution of the total population of Nelson for comparison.
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Figure 14: Age and sex of total population in Nelson region - 2018 census
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The distribution shown in Figure 14 is relatively even along its length but with a distinct
bulge at around the 55-59 years age group. This also suggests that Maori households
are generally larger than the wider population, given that Maori are included in the data
in Figure 14.

For the purposes of the analysis that follows, the census approach to ethnicity has been
applied. This means that a Maori household is one where the person who filled out the
household form in the 2018 census identified as Maori. This method of identifying the
ethnicity of a household is limited, however, without any other available data this has
been assessed as the most appropriate method of understanding the distribution of
households and the issues that they might face in Nelson.

Figure 15 shows the usual number of residents per dwelling split by Maori and total
households in Nelson.
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Figure 15: Number of usual residents per dwelling
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Figure 15 shows that Maori households are generally larger than those of the general
population with a higher proportion of Maori households being three or more usual

residents than the general population. Inversely, the proportion of Maori households to
usual residents or less is significantly lower than the general population.

Figure 16 shows the proportion of Maori households and households in the general
population that live in dwellings with a particular number of bedrooms.

Figure 16: Number of bedrooms per dwellings
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Figure 16 shows that, even though Maori households are typically larger than households
in the general population, the houses they live in are not any larger in terms of the
number of bedrooms that the dwelling has. This would indicate that there is generally a
higher number of people per bedroom in Maori households.

Figure 17 shows the household composition of Maori households and households in the
general population.

Figure 17: Household composition
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Figure 17 shows that Maori households are more likely to be a family or family grouping
than the general population. Couple only and one-person households have a much
higher proportion for the general population than Maori households.

To summarise the information contained in this section, Maori are more likely to live in
larger households but in houses with fewer bedrooms. The age of the Maori population in
Nelson is younger than the general population with the likely effect of this being that the
population of Maori as a proportion of the total population in Nelson City is expected to
increase over time. This may increase the demand for larger homes for Maori households
over time. With the reverse occurring in the remainder of the population, it is expected
that some redistribution of dwellings from older members of the general population
moving to smaller homes to younger Maori families requiring a larger home may occur.

The issue of affordability remains, but in general, the overall demand for smaller houses
is projected to increase with an ageing population. As a result of this downsizing, there
should be a greater supply of existing housing stock of larger houses to meet this
demand.

3.12 Public and social housing

Another important factor in providing for long term residential housing demand is the
provision of an appropriate mix of housing types to match household types and sizes.
This includes that housing is available across the housing continuum including for those
in need of housing support. Figure 18 shows diagrammatically the housing affordability
continuum,
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