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TITLE: Kaipara Service Centre – Design and Proposed KDC Lease Terms
Date: 18 March 2019 

From: Phil Heatley, NRC Strategic Projects Manager 

Commercial in confidence 

Executive summary/Whakarāpopototanga 
This report presents the Kaipara District Council (KDC) with a leasing proposal for office 
space within the Kaipara Service Centre in Dargaville.  The rent calculations were necessarily 
fixed by using a KDC provided estimate of 65 staff (relating to 975 sqm of space). Northland 
Regional Council appreciates that these requirements may ultimately change.  

All consultants have now been engaged including HB Architects and the project manager, 
civil engineer and QS, fire, acoustic, traffic, H&S, town planning and lift design specialists.  

NRC now requires a binding ‘Agreement to Lease’ to be entered into by anchor tenant(s) 
before it commits to final design and construction. The broad principles of the lease proposal 
are open to discussion between Chief Executives of both Councils. 

Recommended actions 

1. That the report ‘Kaipara Service Centre –Design and Proposed KDC Lease Terms’
dated 18 March 2019 by Phil Heatley, NRC Strategic Projects Manager be accepted.

2. That the Chief Executive of Kaipara District Council enter into a binding ‘Agreement
to Lease’ with the Chief Executive of Northland Regional Council to lease office space
within the planned Kaipara Service Centre in Dargaville.

Background/Tuhinga 
NRC has purchased the 1,235sqm 32 Hokianga Road, Dargaville property (Lot 1 DP 59453 & 
Lot 1 DP 17583). The planning of a significant redevelopment on bare land is underway and 
will involve the construction of a two-storey building (1,529sqm floor area) which will 
primarily provide office space for the TWO tenants NRC and, if agreed, KDC: 

• NRC: A ground level Kaipara Customer Service Centre with office space for up to 19
NRC staff including meeting rooms and hot desks.  Associated storage, workshop
and chemical storage areas.  Wash-down area for vehicles and equipment. Total
floor area required is estimated at 554sqm.

• KDC: Ground floor and first floor rentable office space providing for up to 65 KDC
staff.  Total floor area required is estimated at 975sqm.

• The NRC and KDC designated areas are to be independent, both with high profile
signage, and distinguishable from each other.

• It is envisaged that there will be shared space including meeting rooms, staffroom,
Mayor/Councilor hot desking and reception.

• The total land purchase and construction budget is estimated at $8.37m (excluding
GST).  This is at the top of the range of options.
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• It is anticipated that this project will commence on site late January 2020 and
commissioned November 2020.

Building Design 
NRC has engaged Grant Harris of HB Architecture Ltd to design the building. 

Geotechnical advice suggests a two-storey building with a timber frame and designed to 
standard office ‘Level 2 Importance’ (Building Code seismic) would be the most practical. 10-
Year and 100-Year flood maps suggest the floor will need to be elevated on the site. 

NRC requires a practical building that reflects the core responsibilities of the Council, 
particularly its focus on the natural environment, and will reflect the journey of settlers to 
the Kaipara and local Hapu. There will be wireless provision and a backup generator. 

Furthermore, the inclusion of cost neutral utilities such as an element of solar generation, 
LED lighting  and provision of electric car charging facilities is expected.  Environmental 
friendly design features that would be beneficial, but of significant extra cost, will be 
itemised for consideration. 

Parking 
Given both NRC and KDC office space requirements, apart from stored utility vehicles and 3 
to 4 electric car charging spaces, car parking will not able to be provided on-site.  

Indicative Schematic 

Shared Space 
Shared space is not limited to but will include stairs, lift wells, reception (if requested), 
meeting rooms, staffroom, hot desking and toilets.  

While the total gross lettable area is 1529 sqm of which NRC will inhabit gross 554 sqm and 
KDC gross 975 sqm, shared space will come out of these figures in a yet to be determined 
amount depending on final design. The shared space is not over and above the 1529 sqm. 

It is envisaged that KDC would pay full rent for exclusive space and a 67% share of the rent 
for shared space given the KDC proportion of the total building and comparative staff no’s. 



3 

Land, Construction Cost and Rental 
The more conservative estimate of construction costs is as in the table below. The costs do 
not include fit-out.  

As per the table, were NRC were to recover 6% on expenditure the Base Rental for KDC 
would be $320,350 + GST pa or $328 per sqm. 

Telfer Young were engaged to approach the rental calculation from a valuer’s perspective. 
Their ‘indicative’ recommendation for the initial rental for 975 sqm is $368,400 + GST pa or 
$378 per sqm. Report attached. 

NRC suggests that the initial ‘Exclusive’ gross space Base Rent is capped for KDC at $325 per 
sqm. 

Proposed Lease Agreement with KDC 
Following discussion with KDC officers and the KDC Chief Executive regarding Council’s 
needs, NRC proposes the following (NRC remains open to negotiation): 

• 15-year tenancy agreement with 3 yearly rent reviews;

• Two further rights of lease renewal at 3 years each being a total term of 21 years;

• Right of first refusal for KDC if the property is to be sold;

Table redacted due to commercial sensitivities 
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• Total gross lettable area is 1529 sqm of which NRC will inhabit gross 554 sqm (for 19 
staff and equipment) and KDC gross 975 sqm (for 65 staff). Subject to final 
measurement. 

• KDC will pay Base Rent (for exclusive and shared space) + Rent for Fit Out (amortised 
or rentalised) + 67% of outgoings (rates, insurance, power, etc). 

• Initial ‘Exclusive’ gross space Base Rent is capped for KDC at $325 per sqm.  

• Initial ‘Shared’ gross space Base Rental is split 67% to 33%, KDC’s contribution being 
$217 per sqm. 

• If the Project can be brought in at a lower cost, then the opening Base Rent is 6% of 
actual cost for exclusively used gross space to a maximin of $325 per sqm and $217 
per sqm. 

• Ratchet clause so that rent cannot fall below initial Base Rent. 

• Garden areas are shared space but no rental is charged and the car charging/parking 
and yard areas are exclusive for NRC.  

• No parking is supplied for KDC. 

• Base Rent does not include fit out. 
 
 
Attachments/Ngā tapirihanga 
Attachment: Telfer Young Rental Valuation for the Kaipara Service Centre 
 
Authorised by the Chief Executive 

Name: Malcolm Nicolson  

Title: Chief Executive, Northland Regional Council 

Date: 19 March 2019 

  

 

 
























