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PURPOSE OF REPORT

This report considers a Planning Proposal to allow a supermarket and liquor outlet at 17-19
Smith St, East Chatswood which was previously occupied by the Sundell Holden car service
centre.

The report sets out the merits of the Planning Proposal. The report concludes that, on
balance, the Planning Proposal does not provide sufficient justification to support a major
shift in the nature and integrity of the East Chatswood industrial area (an identified Category
1 Employment Lands Area in the Draft Inner North Sub Regional Strategy) and the potential
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creation of a new local centre in a location that is not supported by growth in housing density
and public transport infrastructure.

In addition to being prohibited in the zone, the proposal is inconsistent with the current
strategic planning framework for the area. This includes the Willoughby City Strategy,
previous industrial studies of East Chatswood, in particular, by GEOPLAN in 1995 and SGS
Economics in 2004, the Metropolitan Plan 2036, Draft Inner North Sub Regional Strategy and
the Environmental Planning and Assessment Act 1979 Section 117 Direction —1.1 Business
and Industrial Zones, the Draft Planning Principles for Sydney’s Industrial Lands (August
2011) and Draft Centres Policy.

Significant local and regional traffic issues would be generated from a supermarket on the
subject site especially at the scale proposed in the Planning Proposal. There would be major
implications to the Smith St, Eastern Valley Way and Deepwater Road intersections which
have not been resolved.

This report recommends that Council not support the Planning Proposal.
SITE AND CONTEXT

The subject site is located in the East Chatswood light industrial area and has been vacant
since 2010. Fabcot Pty Ltd (Woolworths) purchased the site in 2010. It has an area of
4,377sgm and occupies almost an entire block with the exception of 2 Short St which is
occupied by a car service centre. It has frontage to Smith St, Lower Gibbes St, Short St and
Alleyne St. Attachment 1 of this report is a site identification plan.

Bunnings Warehouse is located immediately to the east of the site. There are residential
properties located diagonally opposite in Smith St, other bulky goods and light industrial uses
nearby.

Smith St, where the site is located is the main route through the East Chatswood industrial
area that connects to High St.

CURRENT PLANNING CONTROLS- WLEP 1995 and Draft WLEP 2012

The subject site is zoned Light Industrial 4(b) under WLEP 1995 and is proposed to be zoned
Light Industrial IN2 under draft WLEP 2012.

“Neighbourhood shops” are permitted in the Light Industrial 4(b) and IN2 zone however
“supermarket and liquor outlet” are not. Clause 44 of WLEP 1995 and Schedule 1 of draft
WLEP 2012 permits bulky goods in the East Chatswood Industrial area, except where there
is direct frontage to any residential area (other than along Eastern Valley Way). (The
proposed uses are not categorised as bulky goods retail). The proposed uses are defined as
being “shops”. There is no separate definition for “supermarket” in the standard instrument.

PLANNING PROPOSAL
1. Summary of proposal

The Planning Proposal has arisen because Woolworths, the proponent, has determined that
there is demand and sufficient retail expenditure for a full line (3950sgm) supermarket and
liquor shop in this area. According to Woolworths the Main Trade Area which includes
Castle Cove, Middle Cove, East Chatswood, North Willoughby, East Roseville, Lindfield and
Killarney Heights (indicated in Attachment 2) is under supplied in comparison with the
average Australian supermarket provision. (For comparison purposes, the Woolworths
supermarket at Northbridge Plaza is 3,869sqm).
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Woolworths argues that there are no sites in existing local centres that could accommodate a
new full line supermarket and therefore seeks to establish one in the East Chatswood
industrial area which it maintains is no longer a traditional industrial area but rather
comprises a mix of uses including light industrial, retail, office, recreation and community
uses.

The Planning Proposal characterises a supermarket, not as traditional “retail” but as “car
based retail”, similar to uses approved for the old Council Depot in Artarmon and the recently
approved Bunnings warehouse in East Chatswood. It argues that it would therefore be
consistent with the objectives of the current 4(b) zone (and the IN2 zone) Light Industrial
zone.

The objectives of the IN2 Light Industrial zone under draft WLEP 2012 are:

. To provide a wide range of light industrial, warehouse and related land uses.

. To encourage employment opportunities and to support the viability of centres.

. To minimise any adverse effect of industry on other land uses.

. To enable other land uses that provide facilities or services to meet the day to day
needs of workers in the area.

. To support and protect industrial land for industrial uses.

. To identify and preserve industrial lands to meet the current and future light industrial
needs of Willoughby City and the wider region.

. To accommodate industrial development that provides employment and a range of

goods and services without adversely affecting the amenity, health or safety of nearby
residents in adjacent areas.

. To protect the viability of business zones in the City of Willoughby by enabling
development for the purposes of offices only where they are used in conjunction with
industrial, manufacturing, warehousing or other permitted uses on the same land.

. To improve the environmental quality of the City of Willoughby by ensuring that land
uses conform to land, air and water quality pollution standards, environmental and
hazard reduction guidelines.

. To accommodate uses that because of demonstrated special building or site
requirements or operational characteristics, cannot be or are inappropriate to be
located in other zones. (Extract from draft WLEP 2012)

Woolworths has submitted economic and land use analysis reports, a consumer research
survey and traffic study aiming to justify a variation to the planning framework and to support
a rezoning. It highlights improved traffic conditions from decreased traffic to Northbridge and
Chatswood CBD, more choice for the community and increased employment as substantial
benefits from a supermarket in East Chatswood.

An indicative concept plan has been submitted with the Planning Proposal and is attached to
this report as Attachment 3. It shows a “full line” supermarket and liquor outlet of 3,950sgm
and 184 spaces in two levels of underground car park. No elevations have been supplied at
this stage. Architectural plans and other information would be required at Development
Application stage if the rezoning was supported.

The Planning Proposal reiterates a request made by Woolworths in a previous submission to
the exhibition of draft WELP 2009. Council Officers did not support the request for the
reasons outlined in Attachment 4 of this report and Council did not resolve to amend the draft
LEP.

2. Explanation of Provisions
The Planning Proposal seeks to make amendments to either Draft WLEP 2012 or WLEP

1995 and suggests two methods of permitting a supermarket and liquor outlet on the site in
the industrial area in Smith St as outlined below:
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1.  The entire East Chatswood industrial area be rezoned to B5 Business Development
with provisions to allow a supermarket as a permissible use for 17-19 Smith St under a
local clause and Schedule 1 of the draft LEP and with light industry included as a
permissible use in the B5 zone; or

2. Site specific amendments to Schedule 1 (Additional Permitted Uses) in Draft WLEP
2012 for 17-19 Smith St and inclusion of a local provision which would allow a
supermarket to be a permissible use within the IN2 zone or inclusion of an enabling
clause in the existing WLEP 1995 (for the subject land only) in a similar way to the
bulky goods provisions applying to the East Chatswood light industrial area.

The Proponent’s preferred approach is for a “spot rezoning” (enabling clause) to WLEP 1995
(which would be included in the draft LEP) given possible delays with the progression of draft
WLEP 2012.

An amendment to WLEP 1995 would not be supported by Council officers as the progress of
draft WLEP 2012 is well advanced.

Under the Standard instrument, the Land Use Tables and Schedule 1 (Additional Permitted
uses) can only refer to uses that are defined in the Dictionary. “Supermarket” is not
separately defined but would be included in the definition of “shop” as would a liquor outlet.

ASSESSMENT
Merits of the proposal

A full line supermarket located on the subject site could be attractive for a number of
reasons. According to Woolworths research where 400 residents were interviewed, 37% of
people strongly supported the proposal and 31% were somewhat in favour.

As argued by the Proponent, benefits could include extra choice and convenience for
residents both in the catchment area and for passing traffic particularly for motorists travelling
through the City along Eastern Valley Way. The option of not travelling to the Chatswood
CBD for grocery shopping would be attractive as would be an alternative to shopping at
Northbridge Plaza. There could also be some reduction in traffic around the intersection of
Eastern Valley Way and Sailors Bay Rd and in the Council owned car park adjacent to
Northbridge Plaza as well as reduction in traffic to Chatswood CBD.

Workers in the industrial area would also find a supermarket in Smith St convenient as there
is currently limited shopping within walking distance.

An industrial location for a new supermarket could also have fewer amenity impacts than if
one was located in a smaller existing local centre where residential dwellings are more likely
to be affected by loss of privacy, noise, overshadowing and parking issues. As the site is
large and relatively isolated there could be fewer constraints in terms of provision of on site
parking, loading and unloading facilities and existing streets are wide for manoeuvring large
delivery trucks.

Woolworths research findings indicated that the biggest concern that residents have with a
proposed supermarket would be traffic issues.

In terms of traffic generation significant issues particularly for local streets such as Alleyne,
Mann and High Streets are likely notwithstanding that the levels may meet traffic planning
guidelines. The intersection of Eastern Valley Way (a major road controlled by the RMS) /
Smith St and Deepwater Roads would also be affected as discussed elsewhere in this report.
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Traffic issues would relate to the volume of traffic on the local and arterial road as well as
control of large additional vehicles accessing the site in peak hours and overnight.

The perceived benefits of a supermarket need to be balanced against issues such as the
local and regional traffic impacts and other factors discussed later in this report such as the
long term impact on the future demand for industrial land and the impact on the character of
the East Chatswood industrial area, the viability of existing local centres in the LGA and the
potential creation of a new centre.

Consideration of the Proponent’s Justification for Rezoning

The following assessment of the Planning Proposal has been undertaken with reference to
the document, “A Guide to Preparing Planning Proposals "published by the Department of
Planning July 2009. It includes consideration of the justification for the planning proposal,
the relevant strategic planning framework, and the likely impacts of the proposal as required
by s55(3) of the EP&A Act. It has also been considered in conjunction with “A Guide to
Preparing Local Environmental Plans” and Circular PS 09-015 “Commencement of Certain
Provisions of the EP&A Amendment Act 2008 and EP&A Amendment (Plan making)
regulation 2009” also published by the Department of Planning as outlined below.

Section A- Need for Planning Proposal

1. Is the planning proposal a result of any strateqic study or report?

The Planning Proposal is not the result of a strategic study or report and was initiated by the
proponent, not Council.

A number of reports and studies have been prepared on behalf of the proponent in order to
justify the Planning Proposal. These have been reviewed by SGS Economics and Planning
and Council’s Traffic and Transport Section. They are considered in the assessment and are
referred to and reviewed throughout this report. They include:

1. A Land Use Analysis prepared by Jones Lang LaSalle which discusses the
existing context of the site, its future purpose and the potential loss of industrial
land.

2. An Economic Analysis prepared by Duane location IQ which considers the

availability of supermarket floor space across the Willoughby LGA and the region,
The relationship to surrounding local centres and consideration of potential
alternative sites for a supermarket.

3. Traffic and parking impacts prepared by Colston Budd Hunt and Kafes Pty Ltd

4, Woolworths research findings.

Council has undertaken a number of studies of the East Chatswood industrial area over the
last 20 years. The most recent prepared by SGS Economics and Planning in 2004 resulted in
changes to the planning controls through Amendment 60 to WLEP 1995 to reflect modern
trends in industry. Council has also engaged SGS to provide advice for the assessment of
the current Planning Proposal. An Executive Summary of that report is provided at
Attachment 6.

2. Is the planning proposal the best means of achieving the objectives or intended
outcomes, or is there a better way?

The planning proposal is contrary to the strategic principles in terms of the objectives and
intended outcomes of WLEP 1995 and draft WLEP 2012 for the Light Industrial area.
However if Council was to support the proposal, then the appropriate way would be to amend
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the new WLEP following its gazettal rather than WLEP 1995 given that draft WLEP 2012 is
well advanced.

If Council saw merit in the rezoning proceeding, then Council would need to determine
whether it is appropriate to rezone all the East Chatswood industrial area in order to allow
shops generally or just the subject site as proposed in the planning proposal as there could
be an argument that should Council support the planning proposal it would be favouring
Woolworths over other supermarket companies and therefore a spot rezoning could be anti
competitive.

An alternative way to achieve the Proponent’s objectives would be to identify land within an
existing centre or adjoining an existing centre that could be rezoned to allow the uses.

3. Is there a net community benefit?

Although it is not government policy, the Proponent has relied on the draft Centres Policy for
justification for a supermarket to be located outside the existing retail centres. The draft
Centres Policy supports the location of retail and commercial activity in centres to ensure the
most efficient use of transport and other infrastructure, proximity to labour markets and to
improve the liveability of those centres.

When considering a proposal such as a supermarket outside an existing centre, it suggests
that a sequential test be followed.

1. it must first be demonstrated that there are no suitably zoned sites within the existing
centre. Where the zoning is flexible — such as a mixed use zone — there will be more
options available to proponents. It is recognised that acquiring appropriately zoned
sites within existing centres may not always be practical or feasible particularly if large
format sites are required.

2. if there are no suitably zones sites in the existing centre, it must then be demonstrated
that there are no suitable sites in an edge- of-centre location. Where available, edge-
of-centre sites will generally be supported particularly if good connections can be
established with the existing centre.

3. Out-of-centre stand-alone sites will generally not be supported unless it has been
demonstrated that there are no suitable within-centre or edge- of-centre sites and there
is a demonstrated net community benefit.

The Proponent argues that the subject site is “edge of centre” with good connections with the
established “major centre of Chatswood with good access to existing infrastructure such as
public transport.” It is difficult to agree with the Proponent’s assertion that the subject site is
“Edge of Centre” being located over 2km from Chatswood station. Therefore under the draft
Centres Palicy, the third point above must be followed.

In this regard the Proponent maintains that the net community benefit of a supermarket in the
industrial area is that it would allow a supermarket use which will be compatible with the
surrounding land uses; would increase choice and competition within the area and would
facilitate a permanent employment generating activity. In response to the requirement to
demonstrate that there is no suitable “within centre” sites, it states that there are already two
full line Coles in the Chatswood CBD and a proposed Woolworths Metro in the Interchange
complex. It states that there are limited sites large enough for another full line supermarket
in the CBD. In addition, the proponent submits that the existing congested traffic and limited
parking availability within the CBD makes it less attractive for supermarket development.

Council Officer's have identified a number of alternative sites within existing centres or in
“Edge of Centres” that could accommodate a full line supermarket. These are discussed in
Section B of this report under consideration of the Metropolitan Plan. The SGS Review has
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also confirmed that there are at least two sites in the catchment area that could
accommodate a full size supermarket.

The Department of Planning’s, A Guide to Preparing Planning Proposals, recommends that
the Net Community Benefit Test from the Draft Centres Policy should be followed when
assessing a Planning Proposal. The Planning Proposal has therefore been considered
against the applicable criteria as set down in the guide.

Will the LEP be compatible with agreed State and regional strategic direction for
development in the area (eg land release, strategic corridors, development within 800 metres
of a transit node)?

The planning proposal is contrary to the State and Regional strategic directions, in particular
the Sydney Metropolitan strategy and draft Inner North Strategy. (Refer to discussion in
Section B of this report).

Is the LEP located in a global/regional city, strategic centre or corridor nominated within the
Metropolitan Strategy or other regional/subregional strategy?

The subiject site is part of the Global and Economic Corridor proposed in the Metropolitan
Plan 2036 which extends north and south from the Sydney CBD. The corridor to the north of
the CBD extends through North Sydney, St Leonards and Chatswood to Macquarie Park.

The Inner North subregional strategy identifies the East Chatswood industrial area as
strategic employment land. It notes that employment land has been under pressure for
conversion to higher order employment or residential uses, with significant rezoning over the
last two decades and land constraints and high values are likely to limit future provision of
employment land in the Inner North.

It states “The Artarmon, East Chatswood and Lane Cove West Employment lands play an
especially significant and contributory role to the Global Economic Corridor and have been
identified as being of sub regional importance.”

In relation to Strategic Centres the proponent argues that the subject site, being “edge of
centre” has good connections with the established “Major Centre” of Chatswood with good
access to existing infrastructure such as public transport.

As stated previously, the proposition that the site is "edge of centre” is not supported. The
term originates from the UK Centres Policy which defines “edge of centre” as being within
easy walking distance (ie 200-300 metres) of the primary shopping area. The site would be
more likely to be “Out of centre” as it is clearly separate from the Town Centre but not
outside the urban area.

Is the LEP likely to create a precedent or create or change the expectations of the landowner
or other landholders?

The Proponent rejects the suggestion that the Planning Proposal will create a precedent. It
states that the site is unique and as such the Planning Proposal is site specific requesting an
enabling clause to allow an additional permissible use on the site.

Contrary to the Proponent’s view, it is considered that the proposal could create a precedent
and expectation for other industrial land owners that additional retail uses are supported
within industrial areas, and as a result, negatively impact on the employment capacity and
the availability of industrial lands on the North Shore.
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Have the cumulative effects of other spot rezoning proposals in the locality been considered?
What was the outcome of these considerations?

Council has recently refused another Spot Rezoning from Woolworths (Masters) proposing
additional uses (bulky goods retail) in a light industrial zone at the former ABC site at Gore
Hill which has been approved for a High Technology Park.

A “Masters” hardware store would be permitted on the subject site in Smith St, East
Chatswood.

There are no other spot rezoning proposals in the locality.

Will the LEP facilitate a permanent employment generating activity or result in a loss of
employment lands?

The Planning Proposal, if it proceeded to an LEP, would result in the loss of a large site in
single ownership with the opportunity to develop for a use consistent with the definition of
Employment Lands for industrial purposes. Based on expected levels of employment
generation as predicted by Jones Lang LaSalle for different types of uses and on floor area
of 3950sgm, the proposal could generate in the order of 158 employees for a supermarket
(The Woolworths submission predicts 176 additional jobs). Depending on the nature of the
use, an industrial activity could generate around 79 jobs in manufacturing, 47 jobs in
wholesale, 98 jobs in service trades and 138 jobs in high tech.

The review by SGS comments that there may be some modest local employment benefits
compared to what would otherwise locate on this site. However, employment in a new
supermarket development typically “transfers” employment that would occur elsewhere in the
retail “system”.

Will the LEP impact upon the supply of residential land and therefore housing supply and
affordability?

This question is not applicable to the subject Planning Proposal.

Is the existing infrastructure (roads, rail, utilities) capable of servicing the proposed site? Is
there good pedestrian and cycling access? Is public transport currently available or is there
infrastructure capacity to support future public transport?

In terms of road infrastructure, the Proponent’s traffic study is of the view that the adjacent
road network can satisfactorily accommodate traffic from the proposed supermarket; the
intersection of Smith Street/Eastern Valley Way can satisfactorily accommodate traffic from
the proposed supermarket and the proposed supermarket would result in a reduction in
traffic travelling to Chatswood and Northbridge/Castlecrag and would result in a substantial
reduction in vehicle kilometres travelled, with associated reduction in fuel costs,

vehicle emissions and travel times. As stated in the section concerning Traffic in this report,
there are unresolved issues relating to the capacity of the intersection of Eastern Valley Way/
Smith St and Castle Cove. There is also expected to be increased traffic in the local streets.

Regular public buses operate along Smith St for services between the northern beaches and
Chatswood and along Eastern Valley Way to the City. (Wynyard). However, there is limited
public transport from the peninsular suburbs in the catchment area such as Middle Cove,
Castle Cove to the proposed supermarket site.

PAGE 77
ITEM - 9.3 17-19 Smith Street, East Chatswood - Planning Proposal No. 2011/02



CULTURAL AND ENVIRONMENTAL COMMITTEE 21 MAY 2012

Will the proposal result in changes to car distances travelled by customers, employees and
suppliers? If so, what are the likely impacts in terms of greenhouse gas emissions, operating
costs and road safety?

The proposal could reduce car distances travelled for residents to the north or east of the site
who currently go to Chatswood or Northbridge and who may choose to shop at the proposed
supermarket.

The proposal is likely to generate additional short trips between the industrial area and other
existing centres should customers need to travel between the two destinations to purchase a
range of goods or to compare prices.

It is difficult to quantify whether there will be a net environmental benefit in terms of
greenhouse gas emissions associated with the proposed supermarket and changes to travel
behaviour.

Are there significant Government investments in infrastructure or services in the area whose
patronage will be affected by the proposal? If so, what is the expected impact?

The site is located in an established area with existing road infrastructure and services.
Discussion on the impact on road infrastructure and public transport is considered elsewhere
in this report. It is considered that there is likely to be an increased demand for public bus
transport, principally by employees but also by some shoppers. The use, however, is
expected to be primarily car dependent.

Will the proposal impact on land that the Government has identified a need to protect (e.g
land with high biodiversity values) or have other environmental impacts? Is the land
constrained by environmental factors such as flooding?

The subject site is existing industrial land and is changing from industrial to retail use.
Should Council resolve to support the planning proposal, compliance with SEPP 55- Land
Remediation will be required.

The site has not been identified as being subject to a natural hazard that would be likely to

affect the proposal. Standard flood controls would apply to the development of the site.

Will the area be compatible/ complementary with surrounding land uses? What is the impact
on amenity in the location and wider community? Will the public domain improve?

The Proponent states that its land use analysis recognises that the site and the area is no
longer considered or characterised as traditional light industrial, but rather more appropriately
characterised by mixed business format employment generating uses and as an area
capable of supporting higher order employment uses. Accordingly the proponent argues that
a supermarket is compatible and complementary to the evolving and future character of the
area.

Whilst it can be agreed that the East Chatswood industrial area is not characterised by heavy
industry and manufacturing, the range of activities in the area are consistent with flexible
industrial policy providing services and light industries that support local residents and
businesses. Retail is restricted to being ancillary to light industrial uses or as bulky goods
retail. A general retail area such as a supermarket and liquor shop is not compatible or
complementary with the current or planned character of the area. There is a residential area
diagonally opposite the site and the proposed use is likely to significantly transform the area
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from the perspective of those residential properties. The proposed use is likely to generate
greater activity (7 days per week and extended hours) around the site than light industrial
use. The quality of the public domain, if the proposal proceeds, would depend on the detail
of the design.

There is no suggestion in the Planning Proposal of any elements such as public park,
improvement to pedestrian, cycle network or landscaping that would indicate support for the
Planning Proposal in terms of a contribution to the public domain.

The proposal represents a significant departure from the strategic plans established for the
light industrial area. Please refer to further discussion under the relevant strategic plans,
including the Willoughby City Strategy, Draft WLEP 2012.

Will the proposal increase choice and competition by increasing the number of commercial
premises operating in the area?

The proposal would provide some increased choice for where consumers can shop for
convenience goods. It is arguable that the range offered by Woolworths is comparable to
that offered by the Coles supermarkets in Chatswood and would be similar to the range
offered at Northbridge. The new IGA store at Castlecrag has some difference in products
and price range but it is still not a full line supermarket.

A “stand alone” Woolworths would provide another alternative for shoppers who don’'t want to
go to the Chatswood CBD however, it would also provide an unfair advantage to Woolworths
over other supermarket companies who have to pay higher rents and property prices to
locate in the retail areas of the City.

If a stand-alone proposal and not a centre, does the proposal have the potential to develop
into a centre in the future?

The proponent’s Economic Analysis prepared by Location 1Q argues that as the proposal is
only for a supermarket and liquor shop with no other supporting retail specialty floor space to
be provided it will serve a different market to the convenience and specialised shopping
focus of traders within High St, Penshurst St and Victoria Ave.

However the proponent’s submission does not address the possible pressure for creation of
another centre in the industrial area which is likely to occur given that supermarkets tend to
act as “anchors” attracting complementary retail uses nearby and given the fact that an LEP
cannot restrict the zone only to a “supermarket and liquor shop”. Under the standard
instrument the Planning Proposal would have to permit “shops” generally. This means that if
the supermarket did not proceed (or commenced and ceased trading in the future), the
zoning would allow any type of retail premises under the definition of shop to seek approval
on the site. This could lead to establishment of a new centre on this site. Refer to Section B
for further consideration under the section Metropolitan Plan for Sydney 2036.

What are the public interest reasons for preparing the draft plan? What are the implications
of not proceeding at that time?

There would be a number of public interest benefits for an additional supermarket as outlined
elsewhere in this report such as greater grocery line choice and convenience however, there
are better located sites in the City that would also provide similar benefits yet still support
established centres rather than as stand alone destinations. Should the plan not proceed, the
site will continue to support the strategic goals envisaged in the metro strategy, sub-regional
plan, and the draft WLEP 2012.
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Summary

Based on the above assessment, the proposal is not considered to deliver net community
benefits for the reasons summarised below:

e Itis inconsistent with the strategic goals embedded in the Metro Strategy, and the
Draft Inner North Subregional Strategy particularly in terms of retaining industrial uses
to maximise economic and light industrial employment potential. The successful
regeneration of the site for industrial purposes is strategically important in meeting
these goals.

e The proposal to include additional retail uses in the IN2 zone will have an adverse
impact on the retention and servicing of important employment lands.

e The proposal will promote a car dependent use in an area that is not well located in
terms of bus transport or proximity to a high density residential population that could
access the use by walking or cycling.

e The standalone proposal will not foster fair competition by favouring a particular
supermarket chain due to the lower land value of the site compared to existing
centres (including the need to amalgamate sites).

e There are alternative sites available for a supermarket in existing centres and there is
no compelling public interest in proceeding with the proposal.

Section B- Relationship to Strategic Planning Framework.
1. Is the planning proposal consistent with the objectives and actions contained within the

applicable regional or subregional strategy (including the Sydney Metropolitan strateqy
and exhibited draft Strategies?)

Metropolitan Plan for Sydney 2036

The Planning Proposal does not specifically address the Sydney Metropolitan Strategy which
provides the basis for the strategic planning framework for Sydney.

The Metropolitan Plan for Sydney 2036 was released in December 2010 and supersedes the
Metropolitan Strategy- City of Cities: A Plan for Sydney’s Future 2005. It provides broad
strategic directions as “an integrated, long term planning framework that will sustainably
manage Sydney’s growth and strengthen its economic development to 2036 while enhancing
its unique lifestyle, heritage and environment”.

The proposal has been reviewed against the relevant objectives/direction of the Metropolitan
Plan as outlined below.

Strategic Direction

A. Strengthening the City of Cities

Objective A2.1- Consider consistency with the City of Cities structure when assessing
alternative land use, infrastructure and service delivery investment decisions.

Objective A4.1 Protect commercial areas in key Strategic Centres to ensure capacity for
companies engaged in global trade, services and investment, and to ensure employment
targets can be met.
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Comment

An Economic Analysis prepared by Location IQ on behalf of the applicant submits that a full
line supermarket in East Chatswood would not significantly impact on the viability of existing
retail centres and not change the retail hierarchy in the City. It states that “the Chatswood
Woolworths development is proposed to include a stand alone supermarket only and will not
include specialty floor space. As a result the vast majority of surrounding specialty shops
within the region would not compete with the proposed Chatswood development and as such
would not be negatively impacted.”

This proposition is not supported. It is likely that a supermarket would generate a precedent
for other general retail activity including specialty floor space in the industrial area.
Supermarkets are often used as “anchor” stores in shopping centres and given that the
permissible floor space in the industrial area is 1.5:1 on the basis of the concept plan there
would be potential for about an additional 2,188sqm of shop floor space just on the subject
site. Further, the Economic Analysis argues that there is such high demand for additional
supermarket space in the main trade area that even with a new Woolworths supermarket
there would still be un met demand. Therefore it would be reasonable to assume that other
supermarkets like Aldi and Supa Barn could also request permission to locate in the
industrial area in the future.

The 2012 SGS Review supports this assumption and states inter alia, “In our view the
supermarket development would catalyse further retail development such that a centre by
default would be created. In this case not only would the industrial area be affected by
encroaching and higher land value development, with unmanaged consequences, the
opportunity to obtain more desirable planning outcomes would be lost. “

Page 22 of the Location IQ Economic Analysis considers competitive centres and predicts a
range of impacts from a Woolworths supermarket- all less than -10%. It predicts an impact of
-1.3% for the Chatswood CBD with the most impact on the Northbridge Plaza of -9%.

The review by SGS noted that overall the method used by Location IQ for assessing the
likely impact on competitive centres is consistent with that used by retail analysts although
there is a lack of clarity on how some of the key assumptions have been developed.

SGS is of the view that the impact on surrounding centres may be understated and further
quantitative testing would be required to test the assertions.

In summary, the proposal for a supermarket in the East Chatswood industrial area would be
contrary to the hierarchy of centres as identified in the City of Cities structure of the
Metropolitan Plan for Sydney. It would be likely to act as an anchor store and attract pressure
for additional retail uses nearby with the potential for creating an additional centre. This
would undermine the integrity of the industrial area and compete with the already established
centres of the city particularly Chatswood CBD, Northbridge and Victoria Ave/Penshurst St in
East Chatswood. (see further relevant discussion below).

B. Growing and Renewing Centres
Objective B- To Focus Activity in Accessible Centres
B1.1 Plan for centres to grow and change over time

B1.2 Establish appropriate mechanisms in subregional Strategies to provide sufficient
capacity for commercial development in centres, taking into account identified demand.
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B2 To strengthen Major and Specialised Centres to Support Sustainable Growth of the City.

Comment

The Metropolitan Plan reaffirms the multi centred geography of Sydney identified and
promoted in the 2005 Metropolitan Strategy in limiting Out of Centre development to
maximise the economic and social advantages of clustered activity. It states: Sydney has
successfully created a network of large and vibrant centres throughout its metropolitan area,
in part through limiting out—of—centre commercial development (which includes retail
premises, business premises and office premises). The Metropolitan Plan continues to
support the location of commercial development in the central part of existing or planned
centres. By providing adequate capacity for commercial development within centres, more
sustainable growth can be achieved, avoiding pressure for such development in
inappropriate out—of—centre locations.

The pressure for retailing to occur in industrial areas continues to exist. Ideally, retailing in
areas with an industrial zoning should continue to be limited to retailing that is ancillary to an
industrial use and the retailing of products such as building supplies- where the retailing
generates impacts akin to industrial areas.

Retailing which requires large floor areas, such as bulky goods premises, cannot always be
readily accommodated in existing centres. Subregional planning and local planning will need
to identify locations for subregional clusters for this kind of retail development which support
the economic development of centres in those subregions. The B5 Business Development
Zone is generally an appropriate zone in which to cluster this kind of development. (P62)

Demand for an additional supermarket has been established by the Proponent in its
economic and land use analysis. The Proponent’s submission that there is insufficient land
in existing centres is based on Woolworth’s requirement for a large supermarket of at least
3,690sgm.

One of Woolworths’ main arguments for locating a “full line” supermarket in the East
Chatswood industrial area is the difficulty in assembling a large enough site, that is, at least
4,500sgm within the existing centres in the LGA. Various sites have been examined in the
economic analysis in the Planning Proposal, prepared by Duane Location 1Q but have been
rejected for various reasons primarily the difficulty in aggregating a site due to existing
development and many different owners which Woolworths claim would make
redevelopment for a supermarket unviable. (The necessity or otherwise to have a full line
supermarket is a separate issue). No alternative sites in the catchment area located in
adjoining Council areas of Ku-ring-gai or Warringah have been considered by the Proponent.

The Woolworths’ submission also cites the existing congested traffic and limited parking
availability within the Chatswood CBD making it less attractive for supermarket development
as justification for its proposal to locate in the East Chatswood industrial area.

Chatswood has been identified as a Major Centre in the Metropolitan Plan 2036 and a
supermarket is a logical and appropriate land use which would support the employment
goals for the Centre.

The Planning Proposal submission prepared by Jones Lang LaSalle argues that while
Council is concerned over the loss of industrial zoned land, it has not addressed the lack of
suitable zoned land for retail purposes particularly for medium to large sized supermarkets.

In response to this claim and in accordance with Objective B of the Metropolitan Plan
“Growing and Renewing Centres”, Council officers have identified possible sites in the LGA
which could accommodate a large supermarket. There is approximately 190,000 sgm of
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retail floor space in Chatswood CBD. Draft WLEP 2012 proposes to zone additional land in
the Chatswood CBD and the total available capacity for additional retailing will be in the order
of 20,000 sgm allows retail premises including supermarkets. Areas that could
accommodate a large supermarket are zoned B2, B3 and B4 under draft WLEP 2012. They
would all require acquisition and amalgamation of sites which is common for “in centre” or
“edge of centre” proposals (Chatswood Chase acquired properties in Havilah St and Malvern
Ave to expand the centre.)

Some possible sites that could be considered are identified in Attachment 5 and have been
discussed in more detail in the review by SGS Economics and Planning April 2012. The
criteria used for identifying these sites were:

¢ the current or proposed zoning under draft WLEP 2012 and whether shops are
permitted;

o if the site is not currently zoned or proposed to be zoned to allow shops it is located
nearby to an existing centre ie (Edge of Centre).

Although not all the sites are in the Proponent’s supermarket catchment area the majority of
sites identified by Council Officers would not require rezoning although some would be
required to amalgamate in order to assemble a large enough site for a full line supermarket.

In addition, the large Chatswood Chase and Westfield centres in the CBD have sufficient
capacity to provide for an additional full size supermarket however, the Woolworths Planning
Proposal does not indicate that either of these centres have been approached with a
proposal. Under the draft WLEP 2012 these sites have increased FSR development
potential.

The Planning Proposal in its examination of alternative sites has not addressed draft WLEP
2012, despite its exhibition in March 2010 and current availability on Council’'s website. Some
of the sites on the edge of the Chatswood CBD that are identified by Council Officers as
suitable for a supermarket are not currently zoned under WLEP 1995 for retail, however they
are proposed to be zoned B4 Mixed Use in Draft WLEP 2012. They have not been
considered in the Woolworths Planning proposal as possible sites. An example is Site 8 (36
Hercules St and 17 Albert Ave) which is currently zoned Special Uses under WLEP 1995 but
is proposed to be zoned Mixed Use B4 under draft WLEP 2012. Other sites include the
blocks bounded by Oscar St, Albert Ave, Archer St and Victoria Avenue as well as the block
between Help St and Mcintosh St.

At a recent meeting with Royal North Shore Hospital (Health Infrastructure) representatives,
the issue of a supermarket on the Herbert St divestment land was met with interest.

The review by SGS Economics confirms that there are viable alternative sites particularly the
old Bunnings warehouse at 173 Victoria Ave and the Legion club at 243-245 Penshurst St as
they are within the Proponent’s catchment area and close to or within existing centres. Each
of these alternative sites have issues to be considered and may not be appropriate on closer
analysis. However, the Smith St site has been found to be inappropriate based on the
analysis of the Planning Proposal.

C — Transport for a Connected City

Objective C2 To Build on Sydney’s strengths by further integrating transport and land use
planning and decision—making to support increased public transport mode share.

Objective C2.1 Ensure subregional housing and employment targets are informed by
analysis of current and planned public transport capacity availability.

Objective C2.2 Develop modal strategies including rail, bus, walking and roads to respond to
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growth in demand.

The proponent addressed matters relating to transport and land use integration. A
discussion on traffic issues associated with the Planning Proposal is included under the
heading Traffic in this report.

E. Growing Sydney’s Economy

Objective E1 To Ensure Adequate Land Supply for Economic Activity, Investment and Jobs
in the Right Locations

Action E1.1 Reflect new subregional employment capacity targets in Subregional strategies
and Local Environmental Plans

E1.2 Establish an Employment Lands Task Force to promote and ensure the orderly
development of employment lands

Objective E2- To Focus Sydney’s Economic Growth and Renewal, Employment and
Education in Centres

Action E2.1 Plan for more commercial and retail jobs in highly accessible Strategic Centres
Action E2.2 Ensure an adequate supply of retail, office space and business parks

Action E2.7 Prepare and implement measures to assist development of low cost space for
creative industries and business start ups

Objective E3 To Provide Employment Lands to Support the Economy’s Freight and Industry
Needs

Action 3.1 Monitor supply and demand for employment lands and plan for new employment
lands

Action E3.2 Identify and retain strategically important employment lands

Comment

A supermarket in the East Chatswood industrial area would be contrary to the objectives of
the Metropolitan Plan for Sydney 2036. In particular, it would not support the objective of
locating retail and commercial jobs in highly accessible Strategic Centres. A supermarket
would be better located in St Leonards ( a Specialist Centre with a high density residential
area) or Chatswood (an identified major centre) or one of the local centres identified in the
Inner North Strategy such as in Penshurst St. See further discussion above under
consideration of Objective B of The Metropolitan Plan 2036 -“Growing and Renewing
Centres. *

The Draft Inner North Strategy sets employment targets of 16,000 additional jobs by 2031
primarily provided in St Leonards (8,200) and Chatswood (7,300). This leaves 500 extra jobs
to be provided in areas outside those strategic centres such as Artarmon, East Chatswood
industrial areas and other local centres. In terms of achieving employment targets the
Planning Proposal would be merely transferring location of jobs, not necessarily creating new
ones. Further, Chatswood has a higher jobs target to reach than East Chatswood so it
makes sense to support it being an already established retail centre.

A supermarket would create further pressure for general retail uses to be located in the
industrial area which would impact on the integrity of the industrial area.

In terms of Objective E “Growing Sydney’s Economy”, it is noted that the East Chatswood
industrial area has been identified as category 1 Employment Land.
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The Woolworths submission observes that the East Chatswood industrial area is evolving
and no longer consists of traditional light industrial uses like manufacturing but is mostly a
mix of warehouse/self storage, showrooms, bulky goods retailing, office, retail and
recreational uses. It notes that new developments include multi storey strata units, Bunnings
(bulky goods), Subway (neighbourhood shop), Fitness First (Recreational Indoor facility) and
other non traditional industrial land uses.

However, the East Chatswood Industrial area has been “evolving” since the 1980’s and has
not been characterised by manufacturing for over 30 years. A study undertaken by JLW
Advisory in the mid 1990’s advised that Council’s industrial areas fulfil particular and
important service functions for the surrounding residential and commercial areas. This was
reinforced in the more recent 2004 SGS Economics and Planning study.

Bulky goods were introduced as a permissible use in the East Chatswood area in 1987
through Willoughby Local Environmental Plan 29. Council later further responded to the
changing demands in the industrial areas and the need for the planning controls to be flexible
and practical through the introduction of WLEP 1995 (Amendment 60). This was based on a
review of the existing and evolving trends in the industry and recommendations by SGS
Economics and Planning. WLEP 1995 (Amendment 60) was gazetted in 2007 and
introduced a number of initiatives that acknowledged the changing nature of industry
including the deletion of a maximum ancillary office and showroom component for industrial
uses in East Chatswood; more detailed floor space ratio objectives and the addition of uses
such as laboratories and high technology industry.

The Planning Proposal includes a detailed land use study prepared by Location IQ of both
the East Chatswood and Artarmon industrial areas. Its aim is to confirm the argument that
the East Chatswood industrial area is no longer a traditional industrial area.

The Tables in the study showing business mix numbers and percentages and “Key site
attributes” prepared in the Economic Analysis by Location 1Q which was submitted with the
Planning Proposal indicated that there are 61 premises used for office, representing 14.9%
of the premises in the East Chatswood industrial area.

However, site inspection and review of Council records by Council officers has found that this
figure is incorrect and misleading. The sites listed as office in the Planning Proposal study
are not “office premises” but rather are approved as ancillary to uses permitted in the zone.
Examples of this include Compass Resources at 384 Eastern Valley Way which has been
identified in the proponent’s study as being office however it is actually approved for
Geological Research and Development (consents 1999/801 and 2006/626). Another
example is the company, EP&T at 358 Eastern Valley Way which has been identified by the
proponent as office however, is approved (consent 2005/856) for the production, design,
distribution and service of energy saving systems. Furthermore a number of vacant
premises have been identified as vacant but denoted as office use in the Planning Proposal
study.

The proponent’s land use study also identifies 13 uses as retail representing 3.2% of land
uses in the East Chatswood industrial area. These retail uses are permissible in the zone,
for example, as cafés, bulky goods or wholesalers. They include Bowen bakery at 108
Warrane Rd which manufactures and distributes bread but includes a café on site. The
premises at 312A High St is a costume hire shop which is approved (2002/1271) for
warehouse, repair and hire of costumes however the land use study identifies it as a retail
use.

The variety of uses described in the Woolworth’s land use study have long been permitted in
the East Chatswood industrial zone and either serve the local needs of the workers or
operate for bulky goods that are permitted as a result of government planning and they exist
in many industrial areas across Sydney particularly since the introduction of the Flexible
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Lands policy in 1990 by the Department of Planning. Their presence does not justify
changing the site or the area to a “business” zone. The major purpose of the current zone is
industrial use and service industry.

The proposition made in the Planning Proposal that a supermarket is similar to a “bulky
good” is not supported. The Standard Instrument classifies supermarkets as “shops” to be
accommodated in zones B2-B4 within centres.

Whilst both supermarkets and bulky goods retail are car based, bulky goods retailing is
different to “everyday needs” retailing typically associated with grocery and convenience
goods shopping. Bulky goods retailing involves a large purchase (ticket) value; a planned
and considered purchase usually undertaken by the family rather than individuals; an
infrequent purchase and the need to undertake comparison in terms of merchandise type
and relative costs.

There is consistent demand in the City for sites that are large enough to sustain genuine
bulky goods as recently indicated by the approval of Bunnings in East Chatswood, Home HQ
in Artarmon and the recent Planning Proposal refused for a Master’s hardware facility at the
Gore Hill Technology Park.

It would be short sighted to allow the reduction of suitable land for current permissible uses
that are in demand such as bulky goods and in this regard the subject site at 17 Smith St is
an ideal size and well located for genuine bulky goods retailing.

Vacancy rates and Supply of Industrial Land

It was previously noted in the report to Council regarding Woolworth’s submission to the draft
WLEP 2009 that Council has consistently strived to maintain the supply of existing industrial
land particularly for service industry in the LGA and the subregion. The Willoughby Industrial
Study prepared for Council by SGS Economics and Planning in 2004 noted that given the
increasing North Shore population (330,000 by 2021) and the current land allocated to
industry, there is a shortage. This is also supported by the Department of Planning (See
Draft Inner North Strategy dated July 2009). The 2004 SGS study noted that in terms of total
industrial zoned land per capita, Willoughby, with a ratio of 12.9sgqm per capita, falls below
the average ratio for the Inner north- west Sydney region (14.9sgm per capita) and well
below the Sydney statistical SD average. The SGS study acknowledged that efficiencies,
mobility in the way people do business and changes in operations will affect the future
demand for service industry but industrial land is scarce and particularly important from a
service industry perspective.

The Location 1Q report disputes the proposition in the 2004 SGS study that there is a
shortage of industrial land noting that it is seven years old and the “supposed shortage of
land is contradicted by the high number of vacancies that persist within Chatswood East in
particular.”

High vacancy rates in the East Chatswood industrial area were noted in the SGS study
prepared in 2004 and were considered to be the result of a combination of poorly serviced
access to public transport, proximity to residential land use and restrictive Council
development controls (which have since been amended as a result of the study).

The Location 1Q (2011) land use analysis prepared for Woolworths identifies 83 or 20% of
premises as being vacant including sites identified also as office when there is no tenant.
This number is queried, for example, the Council owned development at 25 Gibbes St is now
fully occupied with the exception of one unit however, the land use study listed 11 out of 20
premises as vacant. This would mean the number of vacant tenancies would be lower than
noted in the Proponent’s submission.
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It could be expected that the recent down turn in the economy could play a factor in recent
high vacancy rates. The same has occurred with high vacancy rates in Chatswood, St
Leonards, North Sydney, Ryde/ Macquarie Park and Artarmon.

Unlike East Chatswood and Artarmon, the neighbouring industrial area of Lane Cove has
recently seen significantly reduced vacancy rates. The SGS study noted that in 2004, rough
vacancy rates for Lane Cove were close to 20% however a recent article in the Sydney
Morning Herald in March 2012 noted that it is now 2.9%. This can partially be attributed to
affordability with rents being lower than similar properties in North Ryde and Artarmon ( and
East Chatswood). However an important aspect to note from the Lane Cove case is the
cyclical nature of the industrial market.

The April 2012 review by SGS Economics and Planning of the subject Planning Proposal
supports this view and notes that according to local agents demand for small warehouse
office type units is relatively high and vacancy rates have improved recently. It predicts (as
does the economic study prepared by JLL in support of the Planning Proposal) that there is a
likelihood that the older, larger format developments in the East Chatswood industrial area
will redevelop over time for smaller units to meet the demand for “Higher Tech”, specialised
light industry and office warehouse activities if retained for industrial uses.

The 2012 SGS review notes that a deficiency in the JLL study is the lack of a quantitative
and long term perspective.

It is unlikely that there will be opportunities to increase the amount of industrial land in the
future and some sites on the North Shore particularly those in Burns Bay Rd and Epping Rd
in Lane Cove will be lost to residential use over time. As a result, it will be even more
important to retain existing industrial land in the inner areas such as East Chatswood.

The Metropolitan Plan for Sydney 2036 states that only employment lands that are not
strategically important should be considered for rezoning and includes a strategic summary
checklist. The Woolworths Planning Proposal does not consider the strategic assessment
checklist. The SGS review has undertaken a quick and qualitative assessment of the
Proposal against the strategic lands criteria on page 22 of its report and states that the
Planning Proposal has mixed results when assessed under the checklist and that more work
would be required to fully test the proposal for a supermarket.

The Metropolitan Plan for Sydney 2036 emphasises the importance of identification and
retention of important employment lands. The August 2011 draft document- Implementing
the Metropolitan Plan: Planning Principles for Sydney’s Industrial Lands (which is not yet
adopted policy) states:

“Retention of existing lands in Industrial zones which have strategic importance is a key
objective of the Metropolitan Plan. Existing Industrial Lands, especially in established parts of
Sydney, are coming under pressure for rezoning to alternative uses (generally commercial or
residential), driven largely by higher financial returns for those uses and uncertainty about
the future of industrial activity within an area. However, many of the future needs of business
and residents in those established areas will have to be met from the existing industrial
zoned land, which serve a range of local and regional economic functions, such as
warehousing and manufacturing, high-technology, auto repairs, storage facilities, building
trade and local utilities. It will therefore be important to retain the stock of industrial zoned
land to meet these needs.”

It also states that: “While renewal may enable a broad range of economic activity, including
development of a higher office component in some cases, in order to maintain the integrity of
industrial areas and to support the role of centres as primary locations for office and retail
development, generally only ancillary office and retail space uses are supported in industrial
lands.” (Emphasis added).
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The above statements confirm that in the context of the Metropolitan Plan for Sydney 2036, a
supermarket and liquor store are not appropriate in the East Chatswood industrial area.

ii)  Employment Lands Development Program (ELDP) 2010- Report 5- Inner North
Subregion (May 2011)

The Metropolitan Plan for Sydney 2036 refers to the ELDP. According to the Department of
Planning, Employment Lands are defined as those zoned for industrial or similar purposes
and generally include “lower density employment areas containing concentrations of
businesses involved in: manufacturing; transforming and warehousing of goods; service and
repair trades and industries; integrated enterprises with a mix of administration, production,
warehousing, research and development; and urban services and utilities.”

According to the ELDP report, Artarmon supports a job density rate of 148 and East
Chatswood, 145 jobs per hectare compared with the Sydney region of 43 jobs per hectare.
The Willoughby LGA has the highest number of people working in Employment Lands
(14,000) jobs. This accounts for approximately 23 percent of the LGA’s workforce and
illustrates the importance of employment lands for job creation within the LGA and wider
subregion.

The Proponent argues that all types of Employment including retail should be permitted in
“Employment Lands”. ( Refer to the consideration of Section 117 Direction 1.1 Business and
industrial Zones.) Whilst this may be reasonable to take account of all forms of employment,
the term is specifically used by the Department in relation to non-retail type uses.

iii) Inner North Subregional Strategy

The Planning Proposal acknowledges that the subject site is located within the East
Chatswood Employment lands and under the Draft Inner North Strategy, is category 1
employment lands or “land to be retained for industrial purposes”. The Inner North Strategy
defines employment land as including traditional areas and business and technology parks
for higher order employment. They are vital for the economy and ability to service the city
and incorporate light industrial, heavy manufacturing, urban services, warehousing and
logistics and high tech based activities.

The Planning Proposal maintains that the site being in single ownership and close to the
major centre of Chatswood makes it desirable for redevelopment however it would be
unlikely that the site would develop for heavy industry or manufacturing given contextual
constraints being close to residential housing and distant from freight infrastructure. In
support of its argument that the East Chatswood area is no longer a traditional light industrial
area the Planning Proposal implies that the subject site is unlikely to develop for heavy
industrial use i.e manufacturing and so the site is not consistent with the definition of
Category 1 Employment land. This is not the case- as outlined in the definition of
Employment Lands in both the ELDP 2010 and Draft Inner North Sub Regional Strategy,
heavy industry and manufacturing are only a component of Employment Lands. Typical
activities in the East Chatswood industrial area fit into the definition of Employment lands as
uses that contain a mix of manufacturing and ancillary office development, with a high tech
focus. While the area originally comprised tanneries and other heavy industry this has not
been the case for many years.

There will be growing demand for local services such as car service repairs, local trades and
urban services such as utilities and transport depots in the inner north sub region according
to the draft strategy. The draft strategy states:

“Given existing development patterns, land values and scarcity of land, it is not expected that
there will be any significant new zoning of Employment Lands within the Inner North sub

PAGE 88
ITEM - 9.3 17-19 Smith Street, East Chatswood - Planning Proposal No. 2011/02



CULTURAL AND ENVIRONMENTAL COMMITTEE 21 MAY 2012
region. In view of continued demand of existing Employment Lands, conversion of existing
Employment Lands within the subregion should be highly restricted and existing precincts
(Artarmon, Lane Cove West, East Chatswood, Gore Cove....should be retained.”

The following statement from pge 27 of the draft Inner North Strategy states:

“In order to accommodate potential future demand, there may be some intensification of
Employment lands in select precincts. However, this must not undermine the integrity of the
Employment lands in servicing the local and broader needs of Sydney or threaten the
strength and role of centres, particularly the Strategic Centres.” (Emphasis added).

Choice Free Zone Report- May 2008, Productivity Commission report and Draft SEPP
Competition 2010

The Proponent argues that there is a policy shift being considered by Government which
encourages the expansion of “neighbourhood shops” within the business development
zones, business parks, enterprise corridors and certain light industrial zones. These include
the Choice Free Zone Report May 2008, Productivity Commission Report 2008, Standing
Committee on State Development dated December 2009 (final Activity Centres Policy),
Promoting Economic Growth and Competition through the Planning system dated April 2010.

The proposition regarding expansion of neighbourhood shops is from the final Activity
Centres policy. The comments of SGS in its review of the Planning Proposal and quoted in
this report are supported. That is, the recommendation is not relevant to the current case.
The intent of the final Activity Centres policy is that a rigid hierarchy of retail and commercial
centres which excludes larger format premises from lower order or smaller centres should be
discouraged. The theory is that there may be scope to rapidly expand small neighbourhood
centres by allowing supermarkets and larger format stores, thereby increasing competition
and building on the existing more modest retail dynamics.

The policy does not apply to the subject site which is not located within or adjacent to an
existing centre.

It has been confirmed by the Urban Policy Team of the Department of Planning that the Draft
Centre Policy — Planning for retail and commercial development consultation draft (April
2009) is the current draft policy of the Department with respect to Centres Policies. A key
stakeholder discussion paper may have been made by the Department in May 2010, but is
not a published draft policy endorsed by the Department.

2. Is the planning proposal consistent with the local council’s Community Strategic Plan,
or other local strateqic plan?

The Planning Proposal makes only a passing reference to the Willoughby City Strategy in its
consideration of the Section 117 Direction -1.1 Business and Industrial zones.

The Willoughby City Strategy 2010-2025 includes six strategic directions for Willoughby.
They are Community and Cultural Life; Natural Environment; Homes; Transport, Mobility and
Infrastructure; Economic Activity and Civic Leadership. Each strategic direction includes
goals and related outcomes.

The main themes in the City Strategy concerning the Planning Proposal can be summarised
as:

Manage car parking to promote public transport instead of car use.
Support the viability and maintain local commercial and retail centres
Locate employment in areas well serviced by public transport

Limit commercial and retail activity in industrial areas
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e Support the CBDs of Chatswood and St Leonards.

The Planning Proposal for a full line supermarket and liquor shop in the East Chatswood
industrial area is inconsistent with the key relevant Directions of the City Strategy.

3. Is the planning proposal consistent with applicable state environmental planning
policies?

There are relevant State Environmental Planning Policies (SEPPs) that would apply to the
assessment of a detailed development application for a supermarket and liquor outlet.

In terms of the Planning Proposal, SEPP 55- Remediation of Land applies as the land is
changing from an industrial to a commercial use. Should Council support the planning
proposal the proponent would be required to comply with clause 6 of the SEPP and submit a
preliminary investigation of the land in accordance with the contaminated land “Guiding
Principles.”

The Draft SEPP Competition 2010 applies to the Planning Proposal. The Department of
Planning together with the Better Regulation Office released a review report, Promoting
Economic Growth and competition through the planning system (Review Report) April 2010
with respect to the impacts of planning regulations on competition particularly retail premises.
The report and draft SEPP (Competition) subsequently exhibited, direct planning authorities
not to take into consideration the direct impacts on one organization arising from the
entrance into the same market of one of its competitors.

4. Is the planning proposal consistent with applicable Ministerial Directions (s117

directions)?

The Section 117 Directions that apply to the Planning Proposal are as follows:

Direction 1.1 is most relevant to the Planning Proposal and is copied in full for Council's
consideration.

Direction 1.1 Business and Industrial Zones

Objectives

(2) The objectives of this direction are to:

(@) encourage employment growth in suitable locations,
(b) protect employment land in business and industrial zones, and
(c) support the viability of identified strategic centres.

Where this direction applies:

(2) This direction applies to all relevant planning authorities.

When this direction applies

(3) This direction applies when a relevant planning authority prepares a planning proposal
that will affect land within an existing or proposed business or industrial zone (including
the alteration of any existing business or industrial zone boundary).

What a relevant planning authority must do if this direction applies

4) A planning proposal must :
@) give effect to the objectives of this direction,
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(b) retain the areas and locations of existing business and industrial zones,

(© not reduce the total potential floor space area for employment uses and
related public services in business zones,

(d) not reduce the total potential floor space area for industrial uses in industrial
zones, and

(e) ensure that proposed new employment areas are in accordance with a
strategy that is approved by the Director General of the Department of
Planning.

Consistency

(5) A Planning Proposal may be inconsistent with the terms of this direction only if the
relevant planning authority can satisfy the Director- General of the Department of
Planning (or an officer of the Department nominated by the Director-General) that the
provisions of the planning proposal that are inconsistent are:

a) justified by a strategy which:
i) gives consideration to the objective of this direction, and
i) identifies the land which is the subject of the planning proposal ( if the
planning proposal relates to a particular site or sites), and
i) is approved by the Director General of the Department of Planning, or
b) justified by a study (prepared in support of the planning proposal) which gives

consideration to the objective of this direction, or

C) in accordance with the relevant Regional strategy or Sub-Regional strategy
prepared by the Department of Planning which gives consideration to the
objective of this direction, or

d) of minor significance.

The Proponent submits that the Planning Proposal is consistent with the 117 Direction
because it does not change the zoning yet allows a “car based” retail use to be permissible
under local provisions and Schedule 1 and it retains the floor space area within the industrial
zone. It also argues that the proposal would provide approx 180 jobs and would represent an
optimal employment generating use for the site.

According to the submission, even if Council disagrees and considers that the proposal is
inconsistent with the 117 Direction, the Planning Proposal has merit because it can justify the
inconsistencies.

In this regard the Proponent relates the proposal to the Willoughby Strategy and its aim of
achieving employment goals and to the “Report on industrial areas” which was a background
report to Draft WLEP 2012, both of which support the objectives of the Section 117 direction.

In the Report on industrial areas it is stated that the amendments made in Amendment 60 to
WLEP 1995, will lead to an increase in employment capacity because of changes to floor
space provisions and additional uses. The additional uses in the report referred to high tech
and laboratories being permitted in the light industrial zones.

The submission from Woolworths dwells on the reference to “additional uses” and argues
that in accordance with the supporting studies submitted with the Planning Proposal, a
supermarket at the subject site has the potential to create higher order employment per
square metre, consistent with objective (a) of the Direction, that is to encourage employment
in suitable locations.
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A central argument in the Proponent’s submission is that the meaning of Employment Land
as defined by the Department of Planning and stated above in the section on the
Employment Lands and Development Program (ELDP) should be expanded to include

a mix of uses including retail premises and business premises which would more
appropriately contribute to employment generation.

The Proponent argues that there is policy shift which supports its case and cites:

The Draft Inner North Subregional Strategy; “Choice Free Zone” by Professor Fels;
Productivity Commission report; State Plan; Draft Centres Policy; Standing Committee on
State Development; and “Promoting Economic Growth and Competition through the Planning
System” dated April 2010.

Further justification for the inconsistency with the 117 Direction is that Woolworths maintains
that its land use analysis indicates that there are limited suitable sites available within the
Chatswood CBD that would be large enough to support a full line supermarket and together
with existing traffic congestion and limited parking in the CBD, makes a supermarket
development unattractive.

It argues that the Smith St site is “Edge of Centre” with good connections to existing
infrastructure such as public transport, is complementary and compatible with surrounding
land uses, would increase choice and competition and would facilitate a permanent
employment generating activity. It would therefore support the viability of identified strategic
centres and accord with objective (c) of the 117 Direction.

The Proponent also maintains that the various studies submitted demonstrates that a
supermarket will not threaten the viability or continued operation of any centres.

The Proponent dismisses inconsistency with the Inner North strategy and its identification of
East Chatswood as category 1 employment lands or lands to be retained for industrial
purposes. It claims that the size of the Smith St site, being in single ownership, adjoining low
density residential and light industrial activities as well as its location relative to the Major
centre of Chatswood renders it desirable for redevelopment and unlikely to function as
Category 1 as does the fact that it is removed from high quality rail, road and sea
infrastructure.

The submission states that all lands capable of supporting employment should be recognised
as employment lands, not only industrial land. It reiterates its notion that the subject site and
all the East Chatswood Industrial area should have a zoning which allows a greater mix of
uses and as such would not be contrary to the Section 117 Direction.

SGS has reviewed the Proponent’s consideration of Section 117 Direction 1.1 on pages 17-
20 of its report. It notes that the argument for a supermarket in industrial land is difficult to
mount in terms of compliance with the Direction’s clause 4 as any loss in floor space due to
general retail use is a loss of available industrial floor space so the proposal must satisfy
clause 5.

SGS highlights the fact that in terms of Objective 1 ( ¢ ) of the Direction-“support the viability
of identified strategic centres”, as discussed elsewhere in this report the proposal cannot be
considered “edge of centre” being more than 2km away from Chatswood and separated by
residential areas and major streets.

SGS states “It is hard for any proposal of this kind, which will involve a redirection of
expenditure away from existing centres to the proposed supermarket, to meet a strict reading
of objective (c). Ultimately a reduction in expenditure — even as little as 1.3 percent as
suggested in the Duane Location 1Q report - is not consistent with the test of supporting the
viability of the strategic centre of Chatswood. The City Plan Services report and letter state
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that it will “ not threaten the viability” of centres, which is not actually the test the proposal
needs to meet.”

The SGS review disputes the Proponent’s reliance on “recent” policy changes that support
mixed use in industrial areas as well as the concept that all lands capable of supporting
employment land should be recognised as employment lands; not only employment lands.
SGS states:

“This line is typically advocated in relatively extreme planning literature and would not seem
to be consistent with the more fine grain approach to planning that is included in documents
like the Metropolitan Plan for Sydney 2036. This includes a centres approach which seeks to
concentrate particular uses — retail in particular - for net economic and community
development benefits, a land use conflict minimisation approach that recognises that some
employment generating uses may not be compatible with each other and an agglomeration
approach which seeks to cluster broadly similar employment uses for operational and
productivity benefits.”

Direction 3.4 Integrating Land Use and Transport

The Planning Proposal is inconsistent with Direction 3.4 as it does not have good access to
public transport and local services. Its relative isolation from higher density residential areas
and established centres, where multi-purpose trips can occur, encourages car use.

Direction 7.1 Implementation of the Metropolitan Plan for Sydney

The objective of this direction is to give legal effect to the vision, transport and land use
strategy, policies, outcomes and actions contained in the Metropolitan Plan for Sydney 2036.
The Planning Proposal documentation does not directly address this Direction nor the
Metropolitan Plan for Sydney although it refers to some of its elements such as the Draft
Centres Policy and the Inner North Sub Regional Strategy.

The Planning Proposal is inconsistent with the Metropolitan Plan for Sydney as discussed
elsewhere in this report particularly Strategic Direction B “Growing and Renewing Centres”
and Direction E “Sydney’s Growing Economy. “

Section C Environmental, Social and Economic Impact

Is there any likelihood that critical habitat or threatened species, populations or ecological
communities, or their habitats, will be adversely affected as a result of the proposal?

The subiject site is existing industrial land. The planning proposal does not apply to land nor
is it in the vicinity of land that has been identified as containing critical habitats or threatened
species, populations or ecological communities, or their habitats.

Are there any other likely environmental effects as a result of the planning proposal and how
are they proposed to be managed?

As advised above should Council resolve to support the planning proposal, compliance with
SEPP 55- Land Remediation will be required.

How has the planning proposal adequately addressed any social and economic effects?

An economic and land use analysis have been submitted with the proposal and
demonstrates demand for a supermarket in the catchment area. It could be argued that
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there is a social and economic benefit from a supermarket however as stated previously the
perceived benefits of a supermarket need to be balanced against issues such as the local
and regional traffic impacts and other factors discussed later in this report such as the long
term impact on the future demand for industrial land and the impact on the character of the
East Chatswood industrial area, the viability of existing local centres in the LGA and the
potential creation of a new centre.

Section D State and Commonwealth interests
Is there adequate public infrastructure for the Planning Proposal?

The subject site is located within an established industrial area well serviced by existing
utilities infrastructure. The proposal is unlikely to generate demand for additional or new
infrastructure with the exception of road and intersection upgrades.

Part 4
Community Consultation

Should Council support the Planning Proposal, it will need to proceed to the Department of
Planning and Infrastructure “gateway” process to seek endorsement for the proposal to be
placed on public exhibition. It would then be exhibited in accordance with the Department of
Planning and Infrastructure’s gateway determination requirements. This would involve
appropriate notification and receipt of submissions on the draft Plan from relevant state
agencies and the general community.

TRAFFIC ISSUES

The Traffic Report submitted with the Planning Proposal was prepared by Colston Hunt &
Kafes Pty Ltd. The Proponent’s traffic study is of the view that the adjacent road network can
satisfactorily accommodate traffic from the proposed supermarket; the intersection of Smith
Street/Eastern Valley Way can satisfactorily accommodate traffic from the proposed
supermarket and the proposed supermarket would result in a reduction in traffic travelling to
Chatswood and Northbridge/Castlecrag and would result in a substantial reduction in vehicle
kilometres travelled, with associated reduction in fuel costs, vehicle emissions and travel
times.

It also states that capturing traffic within the local area would reduce traffic around
Northbridge Plaza and Chatswood CBD with consequent reduced traffic and parking impacts
at these locations. According to the Colston Hunt & Kafes report, based on the information in
Woolworth’s retail study, and on RTA guidelines for supermarket generation the proposed
supermarket would have a peak hour traffic generation of some 450 vehicles (two way) when
passing trade is taken in account. It states that this equates to some 4,500 vehicles per day
(two way). Thus traffic to Chatswood would be reduced by some 1,800 vehicles per day (two
way) and Northbridge/Castlecrag by some 1,350 vehicles per day (two way).

The Traffic Report states that the proposed supermarket is located centrally within the
primary trade area with Northbridge/Castlecrag located some three kilometres to the south
and Chatswood some two kilometres to the west.

According to the report the majority of customers that would shop at the proposed
supermarket would already be travelling in the vicinity of the site (along Smith Street or
Eastern Valley Way). Thus customers who choose to shop at the new supermarket would
have less distance to travel with associated reduction in fuel costs, vehicle emissions and
reduced travel times. Based on the estimated reduction in traffic at Northbridge/Castlecrag
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and Chatswood the report estimates that the savings in vehicle kilometres travelled (VKT)
per year could be in the order of 2.8 million.

In relation to the capacity of the intersection of Eastern Valley Way with Smith St and Castle
Cove Drive the traffic consultant advised that the intersection would operate at Level of
Service “D” (satisfactory but operating near capacity). The proposal would involve widening
Eastern Valley Way as discussed below.

Comment

Council's Group Leader, Traffic and Transport raised concerns with the modelling used by
Colston Budd Hunt and Kafes Pty Ltd for the intersections of Eastern Valley Way / Smith St
and Castle Cove Drive which advised that the SIDRA analysis indicates that the intersection
operates at level of service D (Satisfactory but operating near capacity). According to
Council's Group Leader, Traffic and Transport, Council and the RMS both raised concerns
about the validity of the SIDRA analysis completed for the intersection of Eastern Valley Way
and Smith St. It was felt that the SIDRA analysis was inadequate in that it failed to accurately
model both the existing and proposed situations at the intersection. The Traffic Study
outlined that if the site were redeveloped Eastern Valley Way would be widened to create an
additional lane on its eastern side which, in turn would allow the creation of two extended
right turn bays for traffic entering Smith Street and entering Castle Cove Drive. The SIDRA
modelling was unable to accurately model the conditions at the intersection.

In view of the above the RMS agreed to model the intersection using an analysis package
called LINSIG. Council staff are unfamiliar with this package however RMS have provided
the following advice to the Stephen Richardson (of Renew constructions- the Woolworths
Project manager) following the completion of this analysis:

“The model indicates that:-

o Extending the right turn bays on Eastern Valley Way (EVW) will provide extra
capacity for right turn movements to Castle Cove Drive and Smith Street.

e The Average Delay of EVW northbound through traffic will be reduced by
approximately 75% and 60% at Thursday afternoon and Saturday mid-day
respectively. This is due to the removal of the blockage of the queue back from the
existing short right turn bay.

e The Average Delay of EVW northbound right turn traffic to Castle Cove Drive are
70sec/veh and 90sec/veh at Thursday afternoon and Saturday mid-day respectively.
This means that right turn traffic will able to clear within one cycle of the traffic
signals.

e The Mean Max Queue of EVW northbound through traffic is also reduced by
approximately 50% and 60% at Thursday afternoon and Saturday mid-day
respectively.

e Both right turn queues on EVW are within the extended right turn bays. A detailed
gqueuing audit was not undertaken, the queuing results were compared against the
queue observation by RMS staff.

e Improving the capacity on EVW between Castle Cove Drive and Smith Street will also
improve the performance on the Smith Street / EVW intersection.”

Council’'s Group Leader, Traffic and Transport advised that while the above
comments are welcome and suggest that Eastern Valley Way will not be adversely
impacted by the proposed development and that it may result in some benefits for
traffic which currently turns right into Smith St or Castle Cove Drive there are still
many issues with regard to the rezoning.
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Furthermore, Council has not had any formal response from the RMS to confirm the
information provided by the LINSIG modelling, despite Council Officers requesting an
updated response to traffic concerns in December 2011. It is understood that the
RMS have not considered the proposal in the context of the precedent that a
supermarket would set for the overall industrial area and future developments when
the IN2 zoned area develops to capacity. A Supermarket generates more traffic
movements than the uses currently permitted in the IN2 zone.

The widening of Eastern Valley Way would require a dedication of a 3.5m strip of land
on the north eastern side of Eastern Valley Way by Council to allow the work to take
place. Council has not been approached about this change. The land owned by
Council is currently zoned Open Space and is subject to a Foreshore Building Line.

As noted in the original RMS letter submitted with the Planning Proposal at
Attachment 7 of this report, it is noted that “in principle” support only has been
obtained by the RMS for the proposed works with details of financial contributions for
the work having not been finalised and no RMS commitment to construct the work or
a timeframe for its construction given i.e it is unclear at this stage if the RMS would
commit to completing the work in conjunction with the Woolworths Development (if it
were to proceed).

It is also noted that there are design issues which remain unresolved that the
developer has been asked to address prior to firmer support being given for the work.
Council would expect that any traffic signal adjustments and associated civil works
would be completed at no cost to council and in conjunction with development of the
site. Formal approval for the works (not just “in principle approval”) and an agreement
from the RMS to permit construction of the work in conjunction with the development
works would need to be obtained prior to any re-zoning approval being granted. As
stated previously, it should also be noted that at this time no formal response from the
RMS to Council in regard to abovementioned LINSIG analysis has been received.

In regard to the proponents traffic study the following comments are made:

The planning proposal advises that some traffic may be drawn away from Northbridge
Plaza or Chatswood CBD as a result of this development. While this may be true a
corresponding increase in traffic volumes on local roads in the vicinity of the proposed
development will also take place. Roads which are likely to come under increased
pressure include Alleyne Street, Mann St, Smith Street, High Street (in particular the
intersection with Victoria Avenue and Victoria Avenue).

Residents of Alleyne Street and Mann Street have already been raising concerns with
Council in regard to traffic volumes in their streets with a resident submission
requesting additional traffic calming measures having been received only last week.
While it is true that traffic volumes in those streets are currently within environmental
limits for residential streets (existing peak volumes are under 200 vehicles per hour)
this does not mean that development should be permitted in the area to reach the
limits. The residents currently have traffic volumes comfortably within those
environmental limits at most times and they reasonably expect that traffic volumes will
remain at those levels in future. However, the changes to the planning controls
approved by Council for the Industrial Area means that there is additional
development potential (and therefore, traffic generation potential) under the current
zoning that will add to the peak volumes. The proposed traffic generation from the
supermarket use will increase peak hour movements on these streets over and above
what is projected for the industrial area. This may then exceed the environmental
limits for the residential streets. There is insufficient information available to
accurately quantify these effects.

PAGE 96
ITEM - 9.3 17-19 Smith Street, East Chatswood - Planning Proposal No. 2011/02



CULTURAL AND ENVIRONMENTAL COMMITTEE 21 MAY 2012

Moreover, while it is noted that the planning proposal is outlined as being a site
specific LEP applying only to 17-19 Smith Street it is considered that the introduction
of a supermarket at this site would set a precedent for further non-industrial
developments in the area. The existing zoning of the site does not permit
supermarkets or related commercial development and Council will likely receive
proposals for similar retail development within the area if a supermarket were
approved here. If similarly sized developments were to take place it is likely that
further work to increase the capacity of the Smith St/Eastern Valley Way, Victoria
Ave/High Street and Victoria Ave/Penshurst St intersections would be required and
that measures to protect residents of Alleyne St, Mann Street and Gibbes Street from
traffic infiltration would be required.

On the basis of the above comments Council’'s Group Leader, Traffic and Transport
advises that he is not comfortable recommending that Council approve the rezoning
application however if Council were to consider approving the rezoning it is
suggested that a Voluntary Planning Agreement be entered into with the developer
with the following aspects being covered as part of the VPA to assist in offsetting its
traffic impacts:
- that an ongoing contribution be negotiated towards the operation of Councils Loop
Shuttle Bus Service.

- That all work on the Smith St/Eastern Valley Way intersection be completed at the
developer/RMS cost

- That the developer make a contribution towards the improvement of the bicycle
routes along Smith Street being developed as part of Council’s current Bike Plan
Review

- That the developer prepare and implement a Green Travel Plan and be required
to provide reporting on an annual basis to council in regard to its implementation
and ongoing programs

- That the developer be required to fund a Local Area Traffic management Study
focussing on the pre and post development traffic impacts on the area bounded
by Scotts Creek, Penshurst St, Victoria Ave and Gibbes St.

In summary although there may be improvements to the Northbridge and Chatswood traffic
movements there are many outstanding traffic issues with the Planning Proposal including
the impact on local streets around the site, and long term impacts from future developments
on the intersection capacity. It is recommended that no further work be requested from the
Proponent to satisfy the outstanding traffic issues as the Planning Proposal is not supported
for the reasons argued in this report.

Conclusion

On balance the Planning Proposal does not provide sufficient justification to allow a major
change to the character of the East Chatswood industrial area, the reduction of category 1
Employment land and the possible creation of a new retail centre outside the existing
Centres hierarchy of the City.

Further quantitative testing would be required if the Proposal were to proceed to adequately
address the Metropolitan Plan for Sydney including the consideration of the strategic
importance of the East Chatswood industrial land in terms of the assessment criteria under
the Employment Lands Program and the impact on surrounding centres. The Officers do not
recommend requesting the Proponents to provide that information on the basis that the
Proposal is not supported in principle.

In addition traffic issues particularly relating to the impact on local streets as well as the
intersection of Eastern Valley Way/ Smith St and Castle Cove Drive are unresolved.
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In conclusion, the proposal fails to recognise the strategic importance of the East Chatswood
industrial area. It is inconsistent with the principal objectives of the Metropolitan Plan and it is
incompatible with the direction and focus on development of existing Centres.

OFFICER'S RECOMMENDATION

1. That Council resolve to reject the Planning Proposal submitted for a
supermarket and liquor shop —(shops) to be an additional permissible use
in the IN2 zone under draft WLEP 2012 and in the 4(b) zone under WLEP
1995 at 17-19 Smith St East Chatswood.

2. That Council not resolve to rezone the IN2 —Light Industrial zone toB5 —
Business Development.

3. That the Proponent and the Department of Planning and Infrastructure be
notified of Council’s decision.
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ATTACHMENT 1

Draft WLEP Zoning IN2 Light Industrial

EZE  Subject Site

UAEnvironmental Services\HOSIEV17 Smith St Woolworth Planning ProposalATTACHMENTS.doc
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ATTACHMENT 3

Area Approximate GFA
Supermarket 3,650m*
Mezzanine 200m?

Loading 100m?

Total 3,950m*

Parking

CP1 level . 92 spaces

CP2 level 92 spaces

Total 184 spaces

Source: BN Architeciure
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Indicative Concept Plan

Un\Environmental Services\HOSIE\17 Smith St Woolworth Planning Proposa®lATTACHMENTS. doc
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Alachment 4

No. 433 Property Address

17-19 Smith St, Chatswood
(refer to Map 26)

Existing Zoning under WLEP 1995/SREPP5

Light Industrial 4(b) under WLEP 1995

Proposed Zoning under WLEP 2009

IN2 Light Industrial

Author of Submission City Plan Services Pty Ltd, Submission dated
20/5/2010
Status Cansultant on behalf of the owner

Woaolworths Pty Ltd (Fabcot Pty Ltd)

Summary of Submission

subject to the appropriate zoning.

Zones,

Section 117 Direction.

goods retailing, office, reta

1000sgm of space for iease.

there is room to grow their business.

+ Woolwarths has acquired the property at 17-19 Smith St in the East Chatswood Light
Industrial area with the intention of establishing a full line supermarket (3,900sqm)

s Requests that Councl| either zone the existing 4(b) Light Industrial land in East
Chatswood to B5 Business Development and allow a “supermarket” as a permissible
use for 17-19 Smith St under local provisions and Schedule 1 of the draft LEP and
include ‘fight industry” as a permissible use in the B5 zone or alternatively, allow a
“supermarket” to be permissible within the IN2 Light industrial zone for 17-19 Smith
St under local provisions and Schedule 1.

= Notes that Cauncll Is required to have regard to the objectives of Ministerial Direction
1.1~ Business ‘and Industrial Zones pursuant to Section 117(2) of the Environmental
Planning and Assessment when considering the most appropriate zone for the site.
The objectives include the prolection of employment land in business and industrial

* An Economic Impact Assessment report prepared by Duane Logation IQ, a Land Use
Study prepared by Jones, Lang Lasalle and a Traffic report prepared by Coiston
Budd Hunt and Kafss Pty Ltd have been included and referred to in the submission in
order to support the contention that a supermarket be a permissible use at 17-19
Smith St and that it would be consistent with the cbjectives of the abovementioned

« In justifying its position, the submission notes that the East Chatswood industrial area
is evolving and no longer consists of traditional light industrial uses like
manufacturing but is mostly a mix of warehouse/salf starage, showrooms, bulky

retail and recreational uses. It notes that new developments
include multi storey strata units and Bunnings, Subway and Pet Barn, Fitness First.

* States that there are In excess of 400 tenancies in the area including over 300
businesses but over 100 tenancies are currently vacant and there are 20 with over

+ Notes that companies such as Fawcett Bros/ Rosella foods have chosen to move to
new purpose built premises where land is cheaper, development costs are lower and

s Argues that although the East Chaiswood industrial area is identified as Category 1
employment land in the Metro strategy in reality the type of land uses operating in the
area are not traditional industrial uses but are low employment generating mixed use
businesses. It cites reasons for the shift in demand away from traditional light
industry as high land costs and a shift to outer metropolitan areas, greater emphasis
on accessibility to road, rail and sea and large modern distribution centres and
increased diversification including a range of retail and office uses, and mixed uses
requiring both office space and warehouse space.

s Most developments in the East Chatswood industrial area in recent years undertaken
by the private sector have been small multi-storey strata units with a high proportion
of office space (typically 25% and over).

« It contends that retail including a supermarket and business premises should not be
excluded from zones such as East Chatswood which are intended for employment
purposes. According to the submission, a Woolworths supermarket would contribute
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a net increase of around 189 additional jobs to the local area.

¢ A number of recent government policies are referrad to In the submission from
Woolworths including the draft Centres policy, the Choice Free Zone report by
Professor Allen Fels for the Urban Taskforee and the Standing Committee on State
Development which considers the appropriateness of competition policy issues within
the planning system. It quotes from the Urban Task Force which proposes that
retailing should be encouraged outside established shopping cenires, easing the
transport burden and encouraging pedestrian friendly communities, it outlines how
the Centres Policy would allow greater competition and lower prices for consumers.

»  With regard to the draft Centres Policy the submission notes that the Smith St site
would be classified as "edge of centre” and therefore would be subject to a "net
community benefit test” when assessing whether to consider a rezoning. Under the
test it must be established that there are no suitably zoned sites within the existing

i centre. Woolworths contend that a zone that permits a supermarket would pass the

I test because the site has good access to existing infrastructure and public transport,

it would be complementary/ compatible with the surrounding land uses, would

| oot increase choice and competition in the area, would facilitate a permanent

i employment generating activity and there Is no suitably zoned land within the existing
already congested Chatswood commercial centre and the Northbridge supermarket
is trading at full capacity. )

+ Interms of the economic impact from a supermarket at 17-19 Smith St the
submission s supported by a report from Duane Location IQ which notes that the
Willoughby LGA is substantially undersupplied in terms of supermarket provision and
concludes that the development of a supermarket at Smith St would not threaten the
viability or continued operatlon of any centres and is consistent with objective (c) of
the Ministerial Direction 1.1 Business and Industrial zone.

¢ The submission also argues that the proposal to permit a supermarket In the East
Chatswooed industrial area is consistent with the review by the Department of
Planning and Better Reguiation Office that recommends, in part, that the final Activity

| Centres Pollcy should consider ways to increase opportunities for competition by

' allowing more types of shops into centres that currently only permit “neighbourhood
shops”,

¢ In addition to the policy justification for a supermarket, the submission also notes that
the traffic report prepared for Woolworths concludes that the future traffic impacts are

likely to be acceptable and existing road works would be able to cater for the

o additional traffic generated.

s The submission argues that neither the subject sita at 17-19 Smith St nor the
surrounding area is “industrial” so the existing 4(b) and proposed IN2 zones are
anomalous. [t further argues that the B5 Business Development zone would be the
best fit for the area as its objectives are consistent with the nature of existing land
uses in the East Chatswood area and thi trend/shift to allow a mix of businesses and
warehouse uses within specialised large format retail uses. It conslders that the aim
of the BS zone “to encourage a range of employment uses/ activities in locations
which are close to and which support the viability of strategic centres” is ideal for the
Smith St site and surrounding area. The submission also recommends permitting a
supermarket in the BS zone for the subject site at 17-19 Smith St.

= [f Council does not support the B5 zone classification then the Woolworths
submission requests that the draft LEP permit a supermarket as a permissible use in
the IN2 zone for the site at 17-19 Smith St.

Comment

Rezoning the East Chatswood industrial area to B5- Business Development is not supported

nor is the addition of an enabling clause to specifically allow a Woolwarths shopping centre

at 17-19 Smith St in draft WLEP 2008.
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Council has consistently strived to maintain the supply of existing industrial land particularly
for service industry in the LGA and the subregion. The Willoughby Industrial Study prepared
for Coungil by SGS Economics in 2004 nated that given the increasing North Shore
population (330,000 by 2021) and the current land allocated to industry, there is a shortage.
This Is also supported by the Department of Planning (See Draft Inner North Strategy dated
July 2008). The SGS study noted that in.terms of total industrial zoned land per capita,
Willoughby, with a ratio of 12.9sgm per capita, falls below the average ratio for the Inner
north- west Sydney region (14.9sqm per capita) and well below the Sydney statistical SD
average. The SGS siudy acknowledged that efficiencies, mobility in the way people do
business and changes in operations will affect the future demand for service industry but
industrial land is scarce and particularly imporiant from a service industry perspective.

The SGS study described the character of East Chatswood as having less local service
industry compared to Artarmon, more manufacturing, higher order finance and business
services than In Artarmon and a more High Tech flavour.

In addition to the Willoughby Industrial Study prepared by SGS Economics and Planning, the
Draft Inner North Strategy helped to form the basis for strategic planning in Draft WLEP
2009. The Draft Inner North Strategy states with regard to strategic employment [ands in the
inner north, that “overall, there is relatively limited supply of Employment Lands within the
Inner North Subregion with a tofal of 194 hectares of zoned land, concenirated within
Willoughby (94 hectares) and Lane Cove (63 Hectares) local govemment areas. Through
the subregional planning process, seven Employment Lands precincts were identified within
the Inner North Sub Reglon as being of strategic importance and should be retained for
industrial uses.” (Both East Chatswood and Artarmon are identified in the seven precincts).

In consideration of recent and future trends In the supply of Employment Lands, the Draft
Inner North Strategy also states “In view of continued demand for Employment Lands,
converslon of existing Employment Lancs within the subreglon should be highly restricted
and existing precincts (Artarmon, Lane Cove West, East Chatswood, Gore Cove, West
Ryde, Gladesville and former ADI site) should be retained.”

The Woolwarths submission notes that the East Chatswood industrial area is evolving and
no longer consists of traditional light industrial uses like manufacturing but is mostly a mix of
warehouse/self storage, showrooms, bulky goods retailing, office, retall and recreational
uses. [t notes that new developments include mulli storey strata units, Bunnings (bulky
goods), Subway (neighbourhood shop), Fitness First (Recreational Indoor facility) and other
non traditional industrial land uses. These are uses that have long been permitted in the
zone and either serve the local needs of the workers or operate for bulky goods that are
permitted as a result of government planning and they exist in most industrial areas across
Sydney. Their présence does not justify changing the site to a “business” zone. The major
purpose of the current zone Is Industrial use and service industry.

The main purpose of Woolworths is retailing. Industrial areas enable bulky goods retail (due
to the nature of goods sold) and Neighbourhood shops that “provide for the day to day needs
of people who live or work in the local area”. A supermarket of nearly 4,000sqm is neither of
these things and will undermine the long term availability of land on the lower North Shors
for industry and local servicss. The proposed Woolworths Supsrmarket is the same size as
the existing Northbridge Supermarket.

Offices and showrooms in the Industrial zone must be ancillary to the primary permissible
use, a control that has recently been confirmed and malintained. by the Department of
Planning after the industrial strategy amendments to the Industrial zones made in 2007.
High vacancy rates in the East Chatswood industrial area were noted in the SGS study and
were considered to be a result of a combination of poorly serviced access to public transport,
proximity to residential land use and restrictive Council development controls. It could also
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be expected that the recent down turn in the economy could also play a factor in recent high
vacancy rates. The same has occurred with high vacancy rates in Chatswood, St Leonards
North Sydney and Ryde/ Macquarie Park.

As a result of the detailed analysis by SGS Economics and Planning of the existing and
evolving trends in Industry, WLEP 1995 (Amendment 60) was gazetted in 2007 which
introduced a number of initiatives that acknowledged the changing nature of industry
including the deletion of a maximum ancillary office and showroom ¢omponent In East
Chatswood; more detailed floor space ratio objectives, increased FSR (1.5:1) for sites over
1,000sqm and the addition of uses such as laboratories and high technology industry.
Whilst acknowledging the evolving nature of industry and in particular, the growth of “high
tech” industry, the SGS study cautioned that it is important to protect the industrial areas
from pure office use as such activity has the potential to force out genuine industrial users,
raise land prices and create incompatibility problems. The same could be said about the
potential opening up of the industrial areas to retail particularly a large supermarket as
proposed in the submission from Woolworths.

In terms of retall demand, the 8GS study noted that the East Chatswood industrial area
lacks a local business/ convenience retail focus i.e. takeaway food, milk bar, café, business
services efc. It suggested that a node could be established in Smith St or as part of a site
redevelopment in Eastern Valley Way and that any retail provision would need to be
restricted so as not to undermine activity in nearby Penshurst Street shopping centre. It
suggested a clause restricting the maximum amount of refail floor space to 200sqm.

The potential for a retail focus for the indusirial area has been addressed by the fact that
Neighbourhood shops are a permitted use in the IN2 Light Industrial zone under the
provisions of draft WLEP 2009.

Nelghbourhood shop “means retall premises used for the purposes of selling small daily
convenisnce goods such as foodstuffs, personal care products, newspapers and the like to
provide for the day today needs of people who live or work in the local area, and may include
ancillary services as a post office, bank or dry cleaning, but does not include restricted
premises”. This definition is very broad and yet to be tested in court as to what constitutes a
neighbourhood shop. With the inclusion of a large suparmarket as well as bulky goods
refailing, the area would soon be occupied by numerous small “neighbourhood shops”
feeding off the supermarket, further eroding the feasibility of the area for the provision of
services such as car repairs, computer maintenance, warehouse/ distribution and small

industrial activities for the City and sub region.

The Woolworths submission notes that the East Chatswood industrial area is identified as
Category 1 Employment land in the Metro Strategy and under the provisions of Ministerial
Direction 1.1- Business and Industrial zones, Council must have regard to maintaining
Employment land. The Woolworths submission claims that a supermarket would be a better
generator of local employment than the low employment generating mixed businesses that
exist in the East Chatswood industrial area at the moment. This may be valid however it
would result in the deterioration of available land for genuine industrial uses such as
research and development, high tech and setvice industries that are more appropriately
{ocated in industrial areas such as East Chatswood.

The industrial area on the North Shore is in short supply and is always under threat from
higher income generating uses such as retail, commercial and residential. The land is
strategically important to be retained for the long term as new Industrial areas in inner
city/middle ring areas will never be created again. It is a much more sustainable outcome to
retain such land within the City.

The submission from Woolworths suggests that Council amend the draft Plan to permit a
supermarket just for the site at 17-19 Smith St however has not given credible justification as
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to why, if it is appropriate to amend the draft Plan for that site in order to encourage retail
competition it shauld not be extended to the whole of the East Chatswood industrial area. -

Much emphasis and justification for a supermarket is made in the submission by referring to
recent State policies designed to encourage competition. It is understood that Woolworths
has been looking for appropriate sites in the Willoughby LGA for some time and that there is
a shortage of supermarket spacs per person in the LGA compared to the national average.
This does not justify using up the best industrial land in the City so that Woolworths can build
a “one size fits all facility.”

If the Smith St rezoning proceeds, then it would lead to further requests for rezoning of the
IN2 land. This would gradually erode the employment lands and prejudice the opportunity
for industrial uses to establish in the area as land values increase. This would have a
significant impact on the competitiveness of the existing businesses, particularly lessess as
owners seek to achisve the highest and best use by rezoning and termination of existing
occupancies, Adding retail (supermarket) and business premises to the permitted uses in
the IN2 zone is likely o result in a fundamental change to the area with higher traffic
generating uses and alienation of existing industrial uses.

Approval of the supermarket on the Smith St site, purchased at a lower land price than
business zoned land would result in an uncompetitive advantage for the subject site over
other business that had to acquire and develop land in the business zone.

There are other opportunities for supermarket development in Willoughby including:
1. Council has approved a supermarket (Woolworths) adjoining the Chatswood
‘Interchange;
2. the Royal North Shore Hospital Divestment lands at St Leonards
3. redevelopment and expansion of the Northbridge Plaza Woolworths.

The Smith St proposal would not satlisfy the “net community benefit test” under the draft
Centres policy due to the loss of Industrial employment land, the pressure for other
retail/business uses in East Chatswood crealing cumulative traffic and parking issues, the
poor accessibility of the site for public transport and the likely Impact on the economic
viability of strip centres at High St Markets and Penshurst St/ Victoria Avenue.

As with all established areas, lot consolidation of existing shops is generally necessary to
create large supermarkets which serve & Jarge catchment and generate large amounts of
vehicular traffic. There is nothing to stop Woolworths establishing several smaller
supermarkets within existing cantres, which the Willoughby City Strategy aims to support
and where public transport and existing faciiities for community interaction are available.

Council's Traffic Engineers have reviewed the Traffic report prepared by Colston, Budd and
Hunt and make the following comments:

The intersection of Eastern Vallay Way and Smith St would be unable to cope with the
additional traffic generated by a Woolworths supermarket on Smith St. In particular the right
turn bays on both Eastern Valley Way and Smith St would not have the storage capacity to
cater for the increase in traffic,

The consultant's intersection analysis showad that the intersection of Eastern Valley Way
and Smith St had an average delay of less than 25 seconds during peak periods, which
represents a lavel of service B. However my analysis of the intersection showed an average
delay of over 40 seconds during the afternoon peak, which represents a level of service D. If
alse showed a level of service E for both of the right turn bays. The analysis also showed
extensive queuing for northbound traffic on Eastern Valley Way.
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It Is possible that when modelling the intersection, the consultants may have used the default
setting of 500m for the length of the right tumn bays, when in fact they are about 35m. This
would make a big difference to the performance of the intersection, as the lack of capacily in
the right turn bays would not show up in the results. My modelling indicated that right turning
traffic would frequently extend back beyond the end of the turning bays and into the middle
iraffic lane.

These results would Indicate that it would not be feasible to construct a Woolworths
supermarket in Smith St, unless significant modifications were made to the intersection of
Eastern Valley Way and Smith St.

Council has also recently received a petition from residents of Alleyne St complaining about
the volume of traffic using their street. They have also expressed concern about the Yialy
increase in traffic volumes should a Woolworths supermarket be constructed in Smita St

In conclusion, it is considered that for the long term strategic retention and Integrity of the
East Chatswood industrial area, consistent with the Willoughby Indusirial Areas Study, the
Willoughby City Strategy and the Metropolitan Study, a supermarket shouid not be included
as an additional use for 17-19 Smith St in Schedule 1 of draft WLEP 2009 and that the land
should retain Its IN2 Industrial zoning consistent with the existing new controls for the area,
the SGS Wiiloughby Industrial Study, the Inner North Sub Regional Strategy and
Department of Planning advice.

N

* Submission Number 71
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Ex-‘r(o\c‘\— '(\Jﬁ)m SGS Ecomomics and Planning Review .

Executive Summary

SGS Economics and Planning (SGS) has been commissioned by Willoughby City Council {Council) to
review a planning proposal and supporting documentation for a proposed full-line Woolworths
supermarket at 17-19 Smith Street East Chatswood. The proposal seeks an enabling clause to the
local environmental plan (LEP) to allow supermarkets as a permissible land use on the site. Council
has asked SGS to independently review the planning propesal submitted by City Plan Services
(CPS) and supporting documentation prepared by Duane Location I1Q and Jones Lang Lasalle (JLL).

The subject site of the proposed supermarket is within the East Chatswood employment lands. The
current zoning in the employment lands promotes light industrial and business park uses as well as
support services, and prohibits the development of supermarkets and other non-bulky goods retail.
The CPS planning proposal and supporting documentation advocate that the East Chatswood
employment lands should accommeodate a greater diversity of land uses and that the relevant
planning controls no longer refiect the land use demand for floor space in the area. Further, the
planning proposal argues that there is sufficient retail expenditure in the suggested catchment area
to support a supermarket with only a minor impact on the existing retail vitality of Chatswood as
well as smaller local centres.

SGS's review of the planning proposal and the accompanying reports highlight that while a prima
facie case has been made for the supermarket, there is still insufficient evidence on which to form
a view in favour of the proposal. In particular:

Reference to only partially relevant documents

The supporting documentation contains reference to a range of documents which it draws upon to
support the proposal. These include a draft Centres Policy (described on its cover as being 'not
government policy’), discussion papers or non government reports. None of these have official
policy status. In simple terms the relevant thrust of the documents is:

» Competition is facilitated by ensuring a supply of appropriately zoned land which more than
meets future demand for retail premises

« Retail premises are best located in or on the edge of existing centres

» The typology of retail and commercial centres should not be so rigid as to deny
opportunities for large format premises, such as supermarkets, locating in them

» Proposals for retail premises in out of centre locations that can not be accommodated in-
centre or edge-of-centre should be subject to a net community benefit test (where net
impacts not transfer impacts are the critical consideration).

If this framework was adopted policy the only relevant test for the project, given that it is clearly
‘out of centre” would be:

o whether or not the project can be accommodated in-centre or edge-of-centre and if not,
« then does it meet a net community benefit test.
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Neither of these is addressed in any detail in the CPS report or in other documents supporting the
proposal. Our analysis finds that there appear to be suitable sites in existing centres (see below).

Key relevant tests of the Centres Policy elements and employment lands strategic
assessment criteria in the Metropolitan Plan not addressed

In the absence of the above mentioned framework being adopted policy {or any other alternative
coming from the current NSW Government) the key and ultimate policy tests are the Centres Policy
elements and employment lands strategic assessment tests in the Metropolitan Plan for Sydney
2036 (p. 60 and p. 141 respectively) and the Section 117 Directions (1.1 Business and Industrial
Zones)., The documentation contains no reference to the former document. A detailed letter
addresses the latter (see comments below).

Given the proposal would be an ‘out of centre’ development, overall it rates poorly against the
Centres Policy elements in the Metropolitan Plan for Sydney 2036.

A ‘quick’ and qualitative assessment against the employment lands strategic assessment criteria
generates a mixed outcome for the proposal but more work is required by the proponent to test
the proposal fully against these criteria. In particular a more comprehensive report is required
which addresses the 'stocks of local employment lands and the ability of remaining stacks to meet
future local industriaf needs’. The CPS and other documentation supporting the proposal includes
information on the industrial land market and vacancies, but the medium to longer term supply-
demand perspective is not addressed (in a quantitative way).

Difficult for proposal to satisfy key relevant tests In the Section 117 Direction: 1.1
Business and Industrial Zones - in particular whether it maintains the economic viability
of centres and whether it will likely reduce the potential floor space for industrial uses in
the existing industrial zone,

The key tests which the proposal needs to satisfy from the Sectlon 117 Directions - 1.1 Business
and Industrial Zones are whether it is consistent with clause 4 or, if not consistent, whether it can
meet the clause 5 tests,

In Clause 4 the key tests are:
1. whether it can give effect to the objectives of this Section 117 Direction, and
2. whether it will likely reduce the potential floor space for industrial uses in the existing
industrial zone.
In relation to the first key test:
« Itis arguable whether the proposal meets objective (a) (encourage employment growth in
a suitable location), given that it will be retail employment which the centres policy would

usually dictate should be in a centre (as a ‘suitable location’),

= Probably, the critical objective that the proposal (and supporting studies) needs to meet is
(¢} “support the viability of identified strategic centres. Ultimately a reduction in
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expenditure - even as little as 1,3 percent as suggested in the Duane Location IQ report -
is not consistent with the test of supporting the viability of the strategic centre of
Chatswood. The CPS report and letter state that it will "not threaten the viability” of
centres, which is not actually the test the proposal needs to meet.

In relation to the second key test:

« It is very difficult to argue that introducing a general retail use to the zone (even if just to
one site) preserves the floorspace available to industrial uses within that zone.

+ However, it might be possible to satisfy this item if it was demonstrated that all potential
demand was able to be accommodated by the reduced supply. The supporting studies note
the change in type of employment uses and the current high vacancy rate but, though
implied, do not address this ultimate test,

If inconsistent with Clause 4 the relevant elements of Clause 5 that apply are that the provisions of
the planning proposal need to be:

o justified by a study which gives consideration to the objective of this direction (5(b)) (see
discussion above), or

+ In accordance with the relevant Regional Strategy or Sub-regional Strateay....(5(c)).

For 5(c) the relevant Regional Strategy is the Metropolitan Plan and a broad and qualitative
consideration of the extent to which the proposal addresses or satisfies the centres policy elements
and employment lands strategic assessment criteria suggests the proposal falls short, Though in
relation to the latter (employment lands strategic assessment test) a more comprehensive
demand-supply assessment for the precinct would enable these criteria to be better addressed.

The proposal is not consistent with the Inner North Draft Subregional Strategy which seeks to
protect the East Chatswood area as (category 1) land to be retained for industrial purposes.

Council’s relevant strategic planning directions not addressed

Council has a set of strategic planning directions (principally outlined in the Community Strategic
Plan but also in other Council reports and documents) which are not addressed by the planning
proposal. A summary of the key relevant directions and elements is as follows.

« provide a diversity of housing, in particular located and provided with adequate
infrastructure and services

« manage car parking to promote public transport use instead of private vehicle use

« maintain local commerclal and retail centres

« locate employment in areas that can be well serviced by public transport

+ limit commercial and retail activity in industrial areas

« support the CBDs of Chatswood and St Leonards.
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These strateqgic settings established by a number of Council documents and consultant reports do
not support development of the site for the proposed Woolworths supermarket. There is only a
limited reference to these local strategic directions in the CPS and other documentation.

Retail and economic analysis consistent with practice but assumptions unclear

While the retail and economic impact analysis adopts conventional benchmarks and thereby makes
a strong case in favour of the proposal, many assumptions used are not transparent. Sensitivity
testing of assumptions, or using primary, locally relevant data on expenditure patterns and
potential changes as a result of this proposal, generated using a survey of residents, would provide
for a richer and more robust assessment of the prospects for the supermarket and the impact on
surrounding centres.

It should be noted that the test of whether the planning proposal meets the objective of
maintaining the viability of centres (and the strategic centre of Chatswood in particular) is a key
one (in the Section 117 guidelines). The Duane Location 1Q report acknowledges there will be a
negative impact on other centres (e.g. -1.3 percent in Chatswood centre, -5.4 percent in
Willoughby High Street and -4.0 percent in Castlecrag). We think these figures - without the
benefit of a detailed quantitative assessment - are probably understated. Nevertheless, any
proposal that has a negative impact on the expenditure potential of another centre (even if
modest) will find it difficult to meet a strict reading of the objective of contributing to maintaining
the viability of existing centres,

Demand for industrial land in the East Chatswood precinct still strong for smaller
industrial units for mixed office/warehousing but vacancies high and concentrated in
larger format buildings and sites

The site is in the East Chatswood industrial area. The supporting documentation seeks to show
that there is a high vacancy rate in the area and that demand for employment activities is changing
such that the area does not support ‘traditional” industrial activity anymore and a wider complex of
employment uses is emerging and should be allowed. SGS agree with this proposition but it does
not necessarily justify allowing general or supermarket retailing which would be better located in
centres,

Furthermare, the vacancies are concentrated in larger format buildings and sites for which thera is
limited current demand. Sites with smaller industrial units are in demand. Overtime it could be
expected that many of these will redevelop in line with market preferences.

Planning controls {and appropriate transpart investment) should facilitate development for more
intense, diverse uses including some larger format or ancillary retail, offices and a hybrid mix of
business requiring both office and warehouse space, though without necessarily allowing general
retail (including supermarkets), which should be the subject of appropriate associated planning
given its catalyst role in centres

A longer term evaluation of supply-demand prospects in the precinct is required to support a case
far losing industrial land in the precinct to supermarket and other retail.
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Two other sites would be suitable to accommodate a supermarket in existing centres

SGS has evaluated a number of alternative sites in the LGA, from a list provided by Council, for a
supermarket development.

The site assessment was based on six criteria that assessed the sites based on their practicality,
location, their position within council policy and the metropolitan planning framework and what
their constraints were. The assessment indicates that Sites 1 (173-197 Victoria Avenue,
Chatswood) and Site 11 (243 - 245 Penshurst Street, Chatswood) are probably the most viable
alternative options to the subject site at East Chatswood. They are focated in close proximity to
each other as well as the subject site and the assumed trade catchment boundaries, and would
support the viability and development of existing centres.

A supermarket - if supported on this site - should not be allowed to develop without
complementary and integrated planning of the immediate precinct including for
additional retail and possibly residential uses (forming in effect a new centre)

The proposed Woolworths development in East Chatswood is in line with recent activity by the
company as a site developer. A similar development has occurred in the Balgowlah or Manly Vale
industrial precinct and this has precipitated a wider evaluation of and up-zoning of part of the
precinct. Land values in this area do not appear to have shifted upward as a result of the
Woolworths development yet, but it is not yet operating and such higher land values would be
expected to occur over time once traffic and shoppers arrive.

If the proponent is able to build a stronger case to support the proposal and Council is inclined to
support it, in SGS’s opinion it would be wrong to allow the supermarket as an isolated retail
development. In our view the supermarket development would catalyse further retail development
such that a centre by default would be created. In this case not only would the industrial area be
affected by encroaching and higher land value development, with unmanaged consequences, the
opportunity to obtain more desirable planning outcomes would be lost.

If the development was to go ahead there is a strong case for analysis and the development of a
structure plan and associated planning controls for basically a new centre in this location, building
on the supermarket anchor, with a small complex of supporting retail activities and potentially
residential development. The demarcation with the existing industrial area can be strongly drawn
to protect it for the future and traffic impacts can be managed in a more integrated way.

Conclusion

Ultimately, the key tests for this proposal are relevant policy elements and tests in the
Metropolitan Plan for Sydney 2036 and the Section 117 Direction: 1.1 Business and
Industrial Zones.

1. The proposal fares poorly against the Centres Policy elements in the Metropolitan Plan for
Sydney 2036. 1t also *falls short’ against the Employment Lands Strategic Assessment. In
particular a more comprehensive report is required which addresses the criterion of
impacting on 'stocks of local employment lands and the ability of remaining stocks to meet
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future local industrial needs’.

From our analysis future projections of demand are modest but market anecdotes and
activity suggest that sites with smaller industrial units are in demand. Overtime it could be
expected that larger sites and buildings, where the vacancies are concentrated, will
redevelop in line with market preferences. Whether this will be sufficient to absorb spare
capacity needs to be the subject of further analysis.

2. In relation to the Section 117 Direction: 1.1 Business and Industrial Zones needs to satisfy
two of three abjectives in particular.

s Firstly, It Is arguable if the proposal meets the objective of “encouraging employment
growth in a suitable location”, glven that it will be retail employment which the centres
policy would usually dictate should be in a centre (as a ‘suitable location”).

s  More critically, the proposal does not satisfy a strict reading of the objective of
“supporting the viabifity of identified strategic centres”. Ultimately a reduction in
expenditure - even as little as 1.3 percent as suggested in the Duane Location IQ
report - is not consistent with the test of supporting the viability of the strategic
centre of Chatswood.

In addition, the planning proposal could seek to satisfy a net community benefit test, as per the
Department of Planning’s Guide to Preparing Planning Proposals.

If the Councll saw fit to support the development based on it being able to meet these various
tests, in SGS's opinion a further study on the potential of the location as a centre would need to be
conducted. The precedent effect of the supermarket development would be significant and it would
be difficult to resist additional retail and related development such that a centre ‘by default’ is
likely, Council's planning needs to anticipate this prospect.
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11 November 2011

Mr Richard Armitage

Regional Development Manager
C/- Woolworths Limited

PO Box 8000

Baulkham Hills NSW 2153

Dear Mr Armitage

Proposed Woolworths development at Smith Street, Chatswood
Intersection of Smith Street, Castle Cove Drive with Eastern Valley Way, Chatswood

| refer to the ongoing discussions and preliminary planning being undertaken by Woolworths
Limited with regards to potential state road infrastructure improvements to be undertaken in
conjunction with the proposed shopping centre at the subject location.

Roads & Maritime Services (RMS) wishes to confirm that it provides ‘in principle’ support to the
proposed upgrade works along Eastern Valley Way that includes intersection upgrades at Castle
Cove Drive and Smith Street, Chatswood (refer to drawing no. RW02rev02 dated 4 May 2011).

The 'in principle' support is conditional and subject to the following issues being successfully
resolved:

= All design issues previously raised are to be addressed to the satisfaction of RMS, including
but not limited to the southern merge / tie in changes and geotechnical requirements
associated with the existing structures.

* An updated schedule of works reflecting the above changes and a revised cost estimate is to
be submitted to RMS for review and concurrence.

» Agreement is to be reached between Roads & Maritime Services and Woolworths Limited on
the financial contribution that would be required subject to successful planning consent for the
shopping centre (includes terms and conditions associated with its payment).

While the subject location has been identified as a candidate site to implement potential
improvements within RMS’s congestion management program, its lower order priority status has
determined that no immediate funding or timeframe has been assigned to it. RMS can confirm that
it will re-evaluate the status of this project, with a view to promoting it within the short to medium
term works program. The bringing forward of the project within the works program is conditional on
funding being made available from both the financial contribution by Woolworths Limited and
monies being allocated by the State government.

Roads & Maritime Services

Level 9, 27 Argyle Street, Parramatta NSW 2150 | PO Box 973 Paramatta NSW 2124
T 028849 2339 | F 02 8849 2849 | E colin_langford@rta.nsw.gav.au
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RMS would like to acknowledge the time and effort that has been undertaken by Woolworths
Limited and its consultants during the pre-planning phase of the development.

For further information and way forward, please contact Owen Hodgson, Senior Land Use Planner
on (02) 8849 2012

Yours sincerely

Colin Langford
Transport Planning Manager
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