DECISION OF 3639" COUNCIL MEETING
HELD ON 18 NOVEMBER 2013

726.

PDS01: Planning Proposal - 144-154 Pacific Highway and
18 Berry Street, North Sydney

Report of Ben Boyd, Executive Strategic Planner

Council has received a Planning Proposal for the site known as 144-154 Pacific
Highway and 18 Berry Street, North Sydney. The Planning Proposal seeks to amend
the non-residential floor space ratio range requirements of North Sydney Local
Environment Plan 2013 (NSLEP 2013) from part 3:1 - 4:1 and part minimum of 0.5:1
to a minimum of 0.5:1 across the entire site, with no maximum imposed. It is
proposed to achieve this by amending the Non-residential Floor Space Ratio Range
Map (LCL_002A) to NSLEP 2013.

The Planning Proposal is not supported for the following reasons:

o it will result in a reduction of commercial floor space over the site which is
inconsistent with Direction 1.1 - Business and Industrial Zones to the s.117
Directions under the Environmental Planning and Assessment Act, 1979.

e itis contrary to meeting a number of objectives and actions under the relevant
regional and subregional strategies applying to the land. In particular, the
proposal does not:

0 contribute to the meeting of employment targets,

0 does not protect nor promote lands for commercial development directly
adjacent to the commercial core of an important existing Strategic Centre nor
allow for future growth,

0 does not reinforce and promote existing centres

o0 lead to improved housing affordability for key workers,

o Sufficient residential capacity is already provided under NSLEP 2013 to
meeting the State housing targets, without the need to change the land use
mix on the subject site.

e Many of the justifications are based on comparing inconsistent data sets.

In the making of NSLEP 2013, the Department of Planning and Infrastructure have
been satisfied that Council has adequately demonstrated through its Residential
Development Strategy, Local Development Strategy and consideration of regional
and subregional plans that the controls applying to the North Sydney Centre will be
capable of meeting the future directions set by the State Government. Meeting these
directions is now being realised in a number of recent development approvals.

As such, the Planning Proposal is considered to be unsatisfactory and should not be
forwarded to the Department of Planning and Infrastructure for Gateway
Determination.

Recommending:

1. THAT Council refuse the Planning Proposal from proceeding to Gateway
Determination.

2. THAT Council notifies the applicant of Council’s determination in accordance
with clause 10A of the Environmental Planning and Assessment Regulations 2000.

3. THAT Council notifies the Department of Planning and Infrastructure of its
determination, with a copy of this report.

Councillors Reymond and Robertson declared an interest in this matter and left the
meeting at 7.45pm

Councillor Morris left the meeting at 7.45pm

Councillor Marchandeau left the meeting at 7.45pm and returned at 7.51pm




Councillor Butcher left the meeting at 7.45pm and returned at 7.49pm

Ms Noble addressed Council

RESOLVED:

1. THAT Council refuse the Planning Proposal from proceeding to Gateway
Determination.

2. THAT Council notifies the applicant of Council’s determination in accordance
with clause 10A of the Environmental Planning and Assessment Regulations 2000.

3. THAT Council notifies the Department of Planning and Infrastructure of its
determination, with a copy of this report.

The Motion was moved by Councillor Baker and seconded by Councillor Barbour.

Voting was as follows: For/Against 9/0
Councillor Yes No Councillor Yes | No

Gibson Y Morris Out
Reymond Dol Clare Y

Carr Y ] Baker Y

Bevan Absent Robertson Dol
Butcher Y Marchandeau Y

Burke Y Beregi Y

Barbour Y

Councillors Reymond, Robertson and Morris returned to the meeting at 7.52pm.
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AUTHOR: Ben Boyd, Executive Strategic Planner

EXECUTIVE SUMMARY:

Council has received a Planning Proposal for the site known as 144-154 Pacific Highway and
18 Berry Street, North Sydney. The Planning Proposal seeks to amend the non-residential
floor space ratio range requirements of North Sydney Local Environment Plan 2013 (NSLEP
2013) from part 3:1 - 4:1 and part minimum of 0.5:1 to a minimum of 0.5:1 across the entire
site, with no maximum imposed. It is proposed to achieve this by amending the Non-
residential Floor Space Ratio Range Map (LCL_002A) to NSLEP 2013.

The Planning Proposal is not supported for the following reasons:

o it will result in a reduction of commercial floor space over the site which is
inconsistent with Direction 1.1 - Business and Industrial Zones to the s.117
Directions under the Environmental Planning and Assessment Act, 1979.

o it is contrary to meeting a number of objectives and actions under the relevant
regional and subregional strategies applying to the land. In particular, the
proposal does not:

o] contribute to the meeting of employment targets,

o] does not protect nor promote lands for commercial development
directly adjacent to the commercial core of an important existing
Strategic Centre nor allow for future growth,

o] does not reinforce and promote existing centres

o] lead to improved housing affordability for key workers,

o Sufficient residential capacity is already provided under NSLEP 2013 to
meeting the State housing targets, without the need to change the land use mix
on the subject site.

o Many of the justifications are based on comparing inconsistent data sets.

In the making of NSLEP 2013, the Department of Planning and Infrastructure have been
satisfied that Council has adequately demonstrated through its Residential Development
Strategy, Local Development Strategy and consideration of regional and subregional plans
that the controls applying to the North Sydney Centre will be capable of meeting the future
directions set by the State Government. Meeting these directions is now being realised in a
number of recent development approvals.

As such, the Planning Proposal is considered to be unsatisfactory and should not be
forwarded to the Department of Planning and Infrastructure for Gateway Determination.
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FINANCIAL IMPLICATIONS:

Nil

RECOMMENDATION:

1. THAT Council refuse the Planning Proposal from proceeding to Gateway Determination.
2. THAT Council notifies the applicant of Council’s determination in accordance with clause
10A of the Environmental Planning and Assessment Regulations 2000.

3. THAT Council notifies the Department of Planning and Infrastructure of its determination,
with a copy of this report

Signed:

Endorsed by:

Manager Strategic Planning
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LINK TO DELIVERY PROGRAM
The relationship with the Delivery Program is as follows:

Direction: 2. Our Built Environment

Outcome: 2.2 Improved mix of land use and quality development through design
excellence
2.3 Vibrant, connected and well maintained streetscapes and villages that build
a sense of community

Direction: 3. Our Economic Vitality
Outcome 3.1 Diverse, strong, sustainable and vibrant local economy
3.2 North Sydney CBD is one of Australia’s largest commercial centres

Direction: 5. Our Civic Leadership
Outcome: 5.1 Council leads the strategic direction of North Sydney

BACKGROUND

Development Applications:

A development application (DA 467/11) was received by Council on 22 November 2011 for
the redevelopment of 144-150 Pacific Highway and 18 Berry Street, North Sydney. The
proposed development sought to demolish all existing structures and construct a mixed use
development containing 6 basement levels, 1,405sqm of commercial floor space, 41 serviced
apartments and 101 residential apartments.

Due to the scale of the development to DA 467/11, the application was referred to the Joint
Regional Planning Panel (JRPP) for determination with a recommendation for refusal. DA
467/11 was considered by the JRPP on 7 March 2012, wherein it resolved to refuse the
application.

On 27 April 2012, the applicant lodged a Class 1 Appeal (No.13/10405) with the Land and
Environment Court (Court) over the JRPP’s refusal of DA 467/11. On 11 January 2013, the
Court upheld the Appeal and granted development consent to DA 467/11. The approved
development had a total of 3,436.1sgm of non-residential gross floor area representing a non-
residential floor space ratio of 2.65:1. Despite the approved proposal not complying with the
non-residential floor space ratio (FSR) requirements (i.e. a minimum of 3:1 and maximum of
4:1) to North Sydney Local Environmental Plan 2001 (NSLEP 2001) that applied to the
subject site, the proposal was supported pursuant to the submission of a satisfactory objection
under State Environmental Planning Policy No. 1 — Development Standards (SEPP 1).

A development application (DA 239/13) was received on 1 August 2013 for the
redevelopment of 144-154 Pacific Highway and 18 Berry Street, North Sydney. The DA
generally comprises an expanded version of DA 467/11 which was approved by the Land and
Environment Court in January 2013. The new DA expands the existing approved
development onto the adjoining site at 154 Pacific Highway North Sydney and comprises a
mixed use development containing 5 basement levels, 2,285sqm of commercial floor space
and 204 residential apartments. Pursuant to cl.1.8A of NSLEP 2013, DA 239/13 is to be
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considered under the provisions of NSLEP 2001, with NSLEP 2013 to be treated as a
publicly exhibited draft environmental planning instrument.

This application has yet to be determined. Due to the scale of the development to DA
239/13, the application will be referred to the JRPP for determination. Part of the application
relies on satisfactory justification provided to vary the non-residential floor space ratio
controls under NSLEP 2001, pursuant to the provisions of SEPP 1. The justification for the
SEPP 1 objection is largely contingent on the submission of an accompanying Planning
Proposal to vary these requirements. However, no Planning Proposal accompanied the DA at
the time of the DA’s lodgement.

Planning Proposal:
On 19 August 2013, Council received a Planning Proposal for the site known as 144-154
Pacific Highway and 18 Berry Street, North Sydney.

The Planning Proposal initially sought to amend the non-residential FSR range requirements
of NSLEP 2001 and North Sydney Local Environment Plan 2013 (NSLEP 2013) from part
3:1 - 4:1 and part minimum of 0.5:1 to a minimum of 1:1 across the entire site with no
maximum requirement. It primarily sought to do this by amending the Map to NSLEP 2001
and the Non-Residential Floor Space Ratio Range Map to NSLEP 2013.

On 30 September 2013, Council forwarded a letter to the applicant requesting further
information and amendments to the Planning Proposal to enable Council to undertake a
considered assessment of the application. In particular, Council sought the following:

. revision of the Planning Proposal to remove all requests to amend NSLEP
2001 due to its repeal and only address amendments to NSLEP 2013,

. the need to address the current version of the DoPI’s Guide to Preparing
Planning Proposals,

. revise the construction of the Planning Proposal documentation to improve its
clarity,

. revision of the Planning Proposal such that extracts from NSLEP 2013 as
made are used instead of extracts from the draft versions of NSLEP 2013,

. Correction of conflicting floor space calculations, and

. Correction of site area calculations.

In response to Council’s letter dated 30 September 2013, a revised Planning Proposal (refer
to Attachment 1) was received by Council on 11 October 2013. 1t is of particular note that
the proposed change to the minimum non-residential FSR has been further reduced from 1:1
to 0.5:1.

Environmental Planning Instruments:

NSLEP 2013 was made on 2 August 2013 and came into force on 13 September. NSLEP
2001 was repealed on the 13 September 2013. The Planning Proposal was submitted at a
time when NSLEP 2001 was in force and NSLEP 2013 was awaiting commencement.

CONSULTATION REQUIREMENTS

Should Council determine that the Planning Proposal can proceed, community engagement
will be undertaken in accordance with Council’s Community Engagement Protocol and the
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requirements of any Gateway Determination issued in relation to the Planning Proposal.
SUSTAINABILITY STATEMENT
The following table provides a summary of the key sustainability implications:

QBL Pillar Implications
Environment « No anticipated impacts.
Social e The Planning Proposal if implemented will result in a reduction of

commercial floor area that could be made available to future
community and cultural services and facilities.

Economic e The Planning Proposal if implemented would result in a reduction in
available floor space made available for commercial purposes which
minimises the ability to meet employment targets set by the State
Government.

o Conversely, it could result in an increase in residential population
within the CBD, helping to aid vitality.

Governance e The Planning Proposal if implemented could have the potential to
create an unacceptable precedent that could undermine other
established policies for the North Sydney CBD.

DETAIL

1.  Site Description
The subject site comprises 5 allotments as follows:

Lots 2 & 3, DP 237104 144-148 Pacific Highway, North Sydney
Lot 1, DP 237104 150 Pacific Highway, North Sydney

SP 22186 & SP 40645 154 Pacific Highway, North Sydney

Lot 4, DP 237104 18 Berry Street, North Sydney

The site is located on the north-western corner of the intersection of the Pacific Highway and
Berry Street. The subject site is 1,681.8sgm in area and is irregular in shape. The site
contains 4 separate buildings with a total gross floor area of 6,073sgm with 5,435sgm of non-
residential floor space.
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Figure 1: Subject Site Figure 2: Aerial Photo

A 7-storey commercial office building is located at 144-148 Pacific Highway. This building
is built to all boundaries over each level. The principal entrance to the building is from the
corner of the Pacific Highway and Berry Street. Car parking is provided on the Ground
Level and Level 1 of the building on its western side. Access to these parking levels is made
directly off Berry Street and via a right of carriageway over No0.18 Berry Street which
connects both Berry Street and Doohat Lane.

A 3-storey commercial building is located at 150 Pacific Highway. This building is built to
all boundaries with the exception of rear (western) boundary. Pedestrian access is made from
the Pacific Highway. A suspended car parking structure lies to the rear (west) of the building
with vehicular access provided via a right of carriageway over No.18 Berry Street connecting
to both Berry Street and Doohat Lane.

A T7-storey mixed commercial and residential building is located at 154 Pacific Highway.
This building is built to all boundaries with the exception of the upper floors which have
various degrees of setback from all boundaries. Pedestrian access is made from the Pacific
Highway. Vehicular access is provided via Doohat Lane to the rear of the building which
provides access to car parking over Levels 1 and 2.

A 3-storey commercial office building is located at 18 Berry Street. This building is built to
all boundaries, with the exception of its eastern boundary. A right of carriageway affects the
eastern portion of this site and provides vehicular access between Doohat Lane and Berry
Street. The right of carriageway has been provided for the exclusive use of the 144-148 and
once 150 Pacific Highway properties and replicates the intention of the original public lane
that once connected Doohat Avenue with Berry Street. A portion of this building is
constructed over the right of carriageway. This site is also affected by a second right of
carriageway over its northern end and provides vehicular access to the rear of No’s 8, 12 and
14 Berry Street, via Doohat Lane.
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2. Local Context

The site is located on the north-eastern periphery of the North Sydney Centre which is a
major commercial centre in the Sydney Metropolitan area and forms part of “Global Sydney”
as identified under the relevant regional and subregional strategies. The area is generally
characterised by a mixture of low, medium and high rise buildings comprising of solely
commercial and mixed use developments. Many of the buildings in the immediate vicinity of
the subject site are reaching the end of their economic lives and are currently or soon to be
replaced with contemporary replacements in accordance with the future direction envisaged
for the North Sydney Centre.

To the north-west of the North Sydney Centre lie the residential suburbs of North Sydney and
Waverton generally comprising a mixture of 1-2 storey dwelling houses and 2-4 storey
residential flat buildings.

Details of some of the recent developments and approvals relating to sites in the vicinity of
the subject site are described in the following subsections.

2.1. 156-158 Pacific Highway

This site directly adjoins to the north of the subject site. On 7 September 2011, the JRPP
granted development consent (subject to the gazettal of a Planning Proposal) to DA 291/11
for the demolition of the existing buildings and construction of a 10 storey mixed use
development containing 3 levels of basement car parking, 404sgm of retail floor space and 40
residential apartments.

On 7 October 2011, Amendment No.44 to NSLEP 2001 was made and came into force. This
Amendment varied the non-residential FSR range of 3:1 - 4:1 over the subject site to a
minimum of 0.5:1 with no maximum. This Amendment reflected the proposed controls
under the then DLEP 2009 and now reflected in NSLEP 2013.

2.2. 211-223 Pacific Highway

This site is located to the north east of the subject site, on the opposite side of the Pacific
Highway. On 29 April 2011, the JRPP granted development consent to DA 503/10 for the
demolition of existing buildings and construction of an 18 storey mixed use development,
containing 4 levels of basement car parking, ground floor retail, commercial offices on levels
1 - 3 and 144 residential apartments over levels 4 - 17.

On 12 October 2012, Amendment No0.49 to NSLEP 2001 was made and came into force.
This Amendment varied the non-residential FSR range of 3:1 - 4:1 over the subject site to a
minimum of 0.5:1 with no maximum. This Amendment reflected the proposed controls
under the then DLEP 2009 and now reflected in NSLEP 2013.

On 14 February 2013, the JRPP approved DA 343/12 the demolition of the existing buildings
and construction of a 20 storey mixed use development containing 6 levels of basement
parking, commercial and retail space and 228 apartments. This DA essentially varied the
non-residential FSR of the development under DA 503/10 now permitted by Amendment 49
to NSLEP 2001. The building to this development consent is currently under construction.

2.3. 12-16 Berry Street

Directly to the west of the subject site is 12-16 Berry Street. On 18 May 2011, the JRPP
granted development consent (subject to the gazettal of a Planning Proposal) to DA 494/10
for the demolition of the existing buildings and construction of a 9 storey mixed use
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development containing 2 levels of basement car parking, 2 levels of retail and commercial
floor space and 48 residential apartments.

The Planning Proposal - North Sydney Local Environmental Plan 2001 (Amendment 45) was
gazetted on 5 August 2011. Development consent was granted on 10 August 2011.

On 12 October 2012, Amendment No.45 to NSLEP 2001 was made and came into force.
This Amendment varied the non-residential FSR range of 3:1 - 4:1 over the subject site to a
minimum of 0.5:1 with no maximum. This Amendment reflected the proposed controls
under the then DLEP 2009 and now reflected in NSLEP 2013. The building to this
development consent is currently under construction.

2.4. 177-199 Pacific Highway

To the south east, on the diagonally opposite corner of Berry Street and Pacific Highway is
177-199 Pacific Highway. On 20 December 2010, the Minister for Planning and
Infrastructure granted Concept Plan approval under Part 3A of the Environmental Planning
and Assessment Act, 1979 for a 31 storey mixed commercial/retail building.

On 7 September 2011, the JRPP resolved to grant development consent to DA 205/11 for a
31 storey commercial building with ground floor plaza, upon receipt of certification from the
Director-General pursuant to Clause 28C of the NSLEP 2001. This application comprises the
detailed design stage to the Concept Approval originally issued by the Minister for Planning
and Infrastructure. The approved building has a maximum GFA of 44,760sgm and a
maximum height of RL 195. There are indications that the construction of this building is to
commence in the foreseeable future.

3. Current Planning Provisions
The following subsections identify the relevant principal planning instruments that apply to
the subject site.

3.1. NSLEP 2001

When the Planning Proposal was lodged on the 19 August 2013, NSLEP 2001 was the
principal planning instrument applying to the subject site. However, NSLEP 2001 was
repealled on 13 September 2013, and is therefore not relevant to the determination of this
Planning Proposal. Notwithstanding, the principal provisions applying to the subject site
were as follows:

o Zoned Mixed Use (refer to Figure 3),
o Non-residential FSR range of 3:1 - 4:1 across the entire subject site (refer to
Figure 4).
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Figure 3: NSLEP 2001 Zoning Map extract Figure 4: NSLEP 2001 Floor Space Ratios,

Subject site is zoned Mixed Use Heights and Reservations Map extract

Subject site has a non residential floor space
ratio range of 3:1 — 4:1; no maximum height
limit; and no reservation status

3.2. NSLEP 2013

NSLEP 2013 was made on 2 August 2013 through its publication on the NSW legislation
website and came into force on the 13 September 2013. The principal planning provisions
relating to the subject site are as follows:

o Zoned B4 — Mixed Use (refer to Figure 5)
o A maximum building height of RL 125m
o A non-residential FSR (refer to Figure 6) of:
0] a minimum of 0.5:1 on 18 Berry Street (Area 9)
o] between 3:1 to 4:1 on 144-154 Pacific Highway (Area 8)
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Figure 5: NSLEP 2013 Zoning Map extract Figure 6: NSLEP 2013 Non-residential Floor

The subject site is zoned B4 - Mixed Use Space Ratio Range Map extract

The subject site has an non-residential floor
space ratio range of: Area 9 — Min 0.5:1; and
Area 8 — Min 3:1 to Max 4:1)

4.  Proposed LEP Amendment

The purpose of the Planning Proposal is to amend NSLEP 2013 such that the existing non-
residential FSR control applying to the subject site is amended to require a minimum of 0.5:1
with no maximum. The submitted Planning Proposal proposes to achieve this by amending
the relevant maps to NSLEP 2013. In particular, the Planning Proposal would require the
amendment of Non-Residential Floor Space Ratio Range Map - LCL_002A - to NSLEP 2013
such that the entirety of the subject site is identified as being located in Area 9 and coloured
pale blue.

5. Planning Appraisal

The Planning Proposal as submitted (refer to Attachment 1) is considered to be generally in
accordance with the requirements under s.55(2) of the Environmental Planning and
Assessment Act 1979 and the Department of Planning’s (2012) ‘A guide to preparing
planning proposals’. In particular, the Planning Proposal adequately sets out the following:

o A statement of the objectives or intended outcomes of the proposed local
environmental plan;

o An explanation of the provisions that are to be included in the proposed local
environmental plan;

o Justification for those objectives, outcomes and provisions and the process for
their implementation; and

o Details of the community consultation that is to be undertaken with regard to

the Planning Proposal.
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6.  Justification of the Planning Proposal

6.1. Proposed change in the non residential floor space ratio requirements

The Planning Proposal seeks to amend the non-residential FSR requirements applying to the
subject site. In particular, it seeks to impose a minimum non-residential FSR of 0.5:1 with no
maximum across the entire site.

The existing buildings on the subject site have a non-residential floor space of 5,435sqm,
resulting in a non-residential FSR of 3.23:1.

Under NSLEP 2001, the subject site would have required a minimum of 5,054.4sqm of non-
residential floor space to be provided. When NSLEP 2013 came into force on 13 September
2013, the non-residential floor space requirement dropped to a minimum of 3,764.9sqgm
(representing a 26% reduction). This was a direct result of the amendment made to the non-
residential floor space provisions applying to 18 Berry Street. The proposed amendment
outlined in the Planning Proposal would result in the minimum requirement dropping
significantly further to 840.9sqm (representing a 2,924sqm or 78% reduction from the current
controls under NSLEP 2013 and a 4,213.5sqm or 83% reduction from the former controls
under NSLEP 2001).

The approval to DA 467/11, which applied to a large portion of the subject site, (i.e. the DA
excluded land at 154 Pacific Highway) had a non-residential FSR of 2.65:1. Whilst it did not
comply with the non-residential FSR range control under NSLEP 2001 of 3:1 — 4:1, it was
approved subject to the support of a SEPP 1 objection.

The Planning Proposal indicates that the current DA (DA 239/13) provides a proposed non-
residential floor space area of 2,424.2sqm representing a non-residential FSR of 1.44:1.
However, upon review of how this figure was calculated, it was determined that the figure
included several areas which cannot be counted towards non-residential floor space,
including:

o the circulation space around the commercial lift on Basement Level 1 (an
additional 22.2sqm),

o the through site link over Level 1 (an additional 27sqm), and

o the through site link over Level 2 (an additional 67sgm)

On this basis, the proposed development under DA 239/13 has a non residential floor space
of 2,308sqm, which represents a non-residential FSR of 1.37:1.

It is further noted that the calculations under DA 239/13 are greatly different to that indicated
under the Planning Proposal despite supplying the same set of architectural plans as to that
supplied under DA 239/13. In particular the differences are outlined in Table 1.

TABLE 1: Comparison of Non-residential floor space figures

Building Level DA - SEE DA - Drawings Planning Proposal | Difference
Basement - Level 1 Osgm Osgm 22.2sqm +22.sqm
Ground 551.3sgm 551.3sgm 573sgqm +21.7sgm
Level 1 837.9sgm 837.9sgm 845sqm + 7.1sgm
Level 2 895.5sqm 911.5sgm 984sgqm + 88.5sgm
Total 2,284.7sqgm 2,300.7sgm 2,424.4sqm +139.55qm
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In light of the proposed level of non-residential floor space under DA 239/13, it is questioned
why such a low non-residential FSR requirement is being proposed under the Planning
Proposal. This would merely open up the ability for the applicant or future owner of the site
to further reduce the level of non-residential floor space being provided on the site.

In the preparation of Draft Amendment No0.28 to NSLEP 2001 (which was eventually
incorporated within NSLEP 2013), Council sought to reduce the minimum non-residential
floor space ratio requirements on land at the periphery of the North Sydney Centre to
improve opportunities to redevelop sites that were located furthest away from North Sydney
Railway Station. In particular, it was proposed to gradually reduce the non-residential floor
space requirements the further one moved away from the commercial core of the North
Sydney Centre and North Sydney Railway Station. The subject site’s location within the
North Sydney Centre and its relationship to land within the Commercial Core are illustrated
in Figure 7. Figure 8 illustrates the subject site’s relationship to non-residential FSR
requirements in the locality under NSLEP 2013.

Legend

: Sl = t DNorth Sydney Centre
Educational ‘ - T . N V///A Subject site
t 2 {

Establishmen

N lassifiel Road

1§

Extract — NSLEP 2013

The subject site along with No’s 20 and 33 Berry Street and No’s 110, 112, 116 and 120
Pacific Highway are all located directly adjacent to land zoned B3 — Commercial Core within
the North Sydney Centre. These sites provide a natural buffer to the other mixed use land
located further the north-west and therefore have the highest requirement for non-residential
floor space.
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Figure 8: Non-Residential Floor Space Ratio Ranges

The considered decision to reduce the level of non-residential floor space requirements and
provide additional residential capacity at the periphery of the Centre, excluding the subject
site, was offset by expanding the commercial core. The commercial zone expanded to the
northern side of Berry Street between Miller and Walker Streets, effectively ensuring that
viable commercial floor space remained.

6.2. S.117 Direction 1.1 — Business and Industrial Zones

Direction 1.1 — Business and Industrial Zones applies when a relevant planning authority
prepares a planning proposal that will affect land within an existing or proposed business or
industrial zone. The objectives of the 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.

Subclause (4) to the Direction states:

A planning proposal must:

(@)  give effect to the objectives of this direction,

(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,
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(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.

The Planning Proposal is considered to be inconsistent with subclause (4)(c) as it will reduce
the level of floor space made available for commercial purposes. However, subclause 5 to
the Direction states:

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:
(@  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
(iii)  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
(©) 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.

Accordingly, there are a number of options by which a Planning Proposal may justify an
inconsistency with the requirements of the Direction.

The Planning Proposal is accompanied by a number of supplementary studies (in particular
studies undertaken by JBA Urban Planning Consultants and Urbis) that seek to justify the
proposed reduction in non-residential floor space requirements over the subject site in
accordance with subclause (5)(b) to the Direction.

An analysis of the JBA and Urbis studies indicate that the current market conditions do not
support the level of commercial floor space proposed for the North Sydney Centre.

These studies largely rely on data made available in the Property Council of Australia’s
Office Market Report. It is noted that the data within this report that relates to “North
Sydney” affects a much greater area than just the North Sydney Centre. As indicated in
Figure 9, the mixed use areas of Milsons Point and light industrial areas of McMahons Point
and Lavender Bay are also included in these calculations.

The JBA and Urbis reports concentrate their analysis on developments that have occurred in
the North Sydney Centre and comparing it with the figures produced by the Property Council
of Australia. This has resulted in the applicant’s consultants comparing inconsistent data
sets. In summary, whilst there may have been very little perceived commercial growth over
the last 20 years as indicated in the Property Council of Australia’s data, it can not be solely
applied to growth in the North Sydney Centre. There has been significant reduction in
commercial floor area over this time in Milsons Point, which obscures the actual increases
that have occurred within the North Sydney Centre.
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Figure 9: Property Council of Australia Office Market Report Coverage

In particular, since the commencement of Amendment No.9 - North Sydney Centre to
NSLEP 2001 on 28 February 2003, there has been approximately an additional 200,000sgm
of non-residential floor space approved in the North Sydney Centre.

The supplementary reports to the Planning Proposal completely ignore the changes that have
occurred in Milsons Point. Of particular note, there are still commercial towers in Milsons
Point which have the potential to be converted for predominantly residential purposes. The
removal of commercial floor space in Milsons Point would place increased demand for
commercial floor space in the North Sydney Centre, thereby weakening the applicant’s
argument.

The Planning Proposal and associated documents focus solely on short term outcomes with
regard to the provision of non-residential floor space in the North Sydney Centre. However,
the controls under NSLEP 2013 set the parameters for addressing the targets set by the State
Government over the long term (i.e. to 2036). It is not considered appropriate to solely base a
development site’s potential based on the general market at a specific point in time as these
conditions are likely to change again in the long term.
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The Planning Proposal also relies on the changes made to the non-residential floor space ratio
control for other sites in the vicinity of the subject site. However, what the Planning Proposal
fails to mention is that these other Planning Proposals were merely fast tracking changes that
were initially proposed under NSELP 2013 when in draft form and that these Planning
Proposals were consistent with this proposed change. These changes to Council’s LEP were
made with regard to comprehensive analysis of the wider North Sydney Centre.

6.3. Housing Affordability

One of the Planning Proposal’s major points for justifying the reduction in the provision of
commercial floor space is based on the assumption that it would assist with housing
affordability. The general basis for this argument is that residential units proposed to be
provided over those lower levels of a building, that would otherwise have been required to be
used for commercial purposes, would command lower selling prices, due to their poorer
amenity than those located on upper levels. Whilst there is no argument that these residential
units would be more affordable than others in the building, it does not necessarily mean that
they will be affordable.

Although there is no single agreed definition of housing affordability, the term refers broadly
to a person’s ability to pay for their housing. Housing affordability can be distinguished from
the term "affordable housing”. In Australia, "affordable housing" is often used as an
alternative to terms such as "public", "social™ or "low cost™" housing.

It is acknowledged that there is substantial evidence of a growing housing affordability
problem in Sydney as well as across wider Australia. There is also now a consistent call for
housing schemes to retain ‘key workers’ and “the working poor’ in established areas to ensure
access to employment, education, public transport and other facilities and amenities.

Yet, despite the acknowledgement of housing affordability, it is difficult to arrive at a
universally accepted definition of affordability, or of a threshold beyond which housing is not
affordable. The 30/40 rule is currently the most widely used criteria for affordability. This
refers to the point at which 30 per cent of the gross income of a household in the lowest 40
per cent of the income distribution is allocated to housing costs; beyond this, housing is
deemed unaffordable.

Prior to the adoption of the '30/40 rule' the standard measure of affordability included all
households, regardless of their income level. Thus any household spending over 30 percent
of their gross income on housing costs was considered to be in housing stress. This measure
has been deemed inherently flawed because high income earners can spend over 30 percent
of their gross income on housing and still have sufficient funds left over to pay for non-
housing expenses. For this reason the '30/40 rule’ is now the preferred measure.

The JBA and Urbis reports determine that housing becomes unaffordable where mortgage
repayments or rental levels exceed 30% of the median household income across all income
levels in the suburb of North Sydney and the North Sydney LGA. Accordingly, the approach
that these reports take is inconsistent with the more widely adopted measurement of housing
affordability.

The JBA report states that the average household income across all households is $100,150
pa for North Sydney residents and $114,660 pa for North Sydney LGA residents. These
figures are based off 2011 Australian Census data. However, the average household income
figures quoted for North Sydney residents are incorrect. As derived from Council’s
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community profile, which is managed by .id (a company which analyses and interprets
population and demographic data), the average weekly income for North Sydney residents
(suburb only) is $2,073 which represents an average annual income of $107,796. Using the
Tables 12 and 13 from the JBA report, North Sydney residents (suburb only) would be able
to afford an apartment of up to approximately $500,000 which is $50,000 more than the
report suggests and is well above the average cost for a 1 bedroom apartment.

Utilising the 30/40 rule, further analysis of Council’s demographic data reveals that housing
affordability for the lowest 40% of household income households is less than the averages for
those households. Table 1 to this report extrapolates the demographic data presented in the
Tables to Attachment 2 to determine housing affordability for residents of the North Sydney
LGA, North Sydney Suburb and Greater Sydney.

TABLE 1: Comparison of Housing Affordability

North Sydney Greater
North Sydney LGA Suburb Sydney
Maximum weekly household income
for the lowest 40% of households $1.863 $1,735 $1.544
Maximum annual household income
for the lowest 40% of households $96,876 $90,222 $80,288
. .
rl\]/lax pf 30% of annual income spent on $29,062 $27.066 $24,086
ousing
5 :
Max of 30/0 of monthly income spent $2.421 $2.255 $2.007
on housing

Note: Figures are based on 2011 Australian Census data

Using the Tables 12 and 13 from the JBA report (refer to Figure 10 below), Table 1 illustrates
that housing affordability starts at a unit price of $400,000 for a North Sydney suburb
resident and $450,000 for a North Sydney LGA resident. This demonstrates that a first home
buyer from a low income household and who resides in the suburb of North Sydney can not
even afford an average 1 bedroom apartment in the LGA. In comparison, low income
households from the Greater Sydney region are only likely to be able to afford an apartment
of $350,000. The red figures illustrate the point at which dwellings become unaffordable.

Furthermore, it is noted that housing affordability has been limited essentially to existing
residents of North Sydney and has not considered their affordability with respect to the wider
population of Sydney, which are highly unlikely to be able to even afford a 1 bedroom
apartment within the North Sydney LGA. Affordability should be extended to include all
Sydney residents, as many of those located in outer Sydney suburbs represent key worker
groups who work in North Sydney.
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Table 12 - Affordability analysis — North Sydney (suburb)®

Interest Rate | Unit Price

§350,000 | $400,000 | $450,000 | $500,000 | $550,000 | $600,000 |$650,000
Average Household Income: $100,150
4.50% §1419 | $1621 | $1824 | $2027 | $2.229 | $2432 | $2635
4.75% §1461 | $1669 | 91,678 | $2,087 | §2205 | $2504 | $2713
5.00% $1503 | $1718 | $1933 [ $2147 | $2362 | $2577 [ $2.791
5.25% §1546 | $1767 | $1,988 | $2200 | $2430 | $2651 | $2871
550% | $1590 | $1.817 | $2044 | $2271 | $2,498 | $2725 [ $2953
575% | $1634 | $1,867 | $2101 | $2,334 | $2568 | $2801 | $3,035
6,00% [ s1679 | 1919 | $2158 | $2398 | $2638 | $2878 | $3,118
6.25% $1724 | $1,970 | $2217 | $2463 | $2709 | $2,955 | $3202
650% | $,770 | $2023 | $2275 | $2528 | $2781 | $3,034 | $3267
6.75% $1816 | $2076 | $2,335 | $2504 | $2854 | $3113 | $3373
7.00% $1.863 | $2120 | $2395 | $2661 | $2927 | $3,193 | $3460
7.25% $1,910 | $2183 | $2456 | $2729 | $3002 | $3274 | $3547
750% $1958 | $2237 | $2517 | $2797 | $3077 | $3356 | $3,636
775% | %2006 | $2293 | $2579 | $2866 | $3.152 | $3439 | §3725
8.00% | %055 | a8 | sapa2 | 2935 | $3229 | $3522 | $3816

Figure 10: Extract of Table 12 from JBA report

6.4. Marketability of the site

Section 8 of the report prepared by Urbis and accompanies the Planning Proposal provides a
cost benefit analysis of commercial versus residential development. In particular, it indicates
that it would be more economically viable to develop the subject site for residential purposes
than commercial development (by approximately $3,060 per sqm). Based on the proposed
change to the minimum non-residential floor space ratio requirements (reduction by
2,924sqm), this would result in an increase in the profitability of the redevelopment of the
site in the order of $8.9m.

Whilst there is a clear impetus to maximise the value of the site by the applicant, this factor
alone should not be used as grounds for altering the residential and commercial mix on the
site, especially given that the value of the land for different purposes will also change over
time.

6.5. Dwelling Amenity

It is noted that in the assessment of DA 467/11 that applied to the majority of the subject site,
there had been numerous objections raised by Council staff, Council’s Design Excellence
Panel and the JRPP regarding the use of the lower levels of any building on this site for
residential purposes. It was generally agreed that if residential development was to occur at
the lower levels of the building they would be provided with a substandard level of amenity.
The reasons for this primarily relate to acoustic impacts from the proposed loading dock, lack
of solar access from single aspect oriented dwellings to the south, lack of adequate cross flow
ventilation.
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6.6. Policy and Strategic Context

6.6.1. Section 117 Directions

Section 117 of the Environmental Planning and Assessment Act 1979 enables the Minister
for Planning to issue directions regarding the content of Planning Proposals. There are a
number of s.117 Directions that require certain matters to be addressed if they are affected by
a Planning Proposal. Each Planning Proposal must identify which s.117 Directions are
relevant to the proposal and demonstrate how they are consistent with that Direction.

The Planning Proposal is considered to be generally consistent with all relevant s.117
Directions, with the exception of Direction 1.1 — Business and Industrial Zones. The
assessment of the Planning Proposal against Direction 1.1 has been specifically addressed in
Section 6.2 of this report. In particular, the applicant’s justification for supporting an
inconsistency with the Direction is not supported.

6.6.2. Metropolitan Plan for Sydney 2006-2036

In December 2010, the State Government released the Metropolitan Plan for Sydney 2036
covering the North Sydney LGA. The Plan replaced the former 2005 City of Cities: A plan
for Sydney’s Future. The Plan is to provide an additional 770,000 homes and 760,000 new
jobs by 2036. The Plan sets targets for new dwellings and jobs of 44,000 and 62,000
respectively in 2036 for the Inner North Subregion, of which North Sydney is a part.

Obijective A4 of the Plan is to continue strengthening Sydney’s capacity to attract and retain
global businesses and investment. In particular, it seeks to achieve this through Action A4.1
which is to “protect commercial core 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™.

Whilst not located in the commercial core of the North Sydney Centre, the subject site is
located directly adjacent to the commercial core. The Planning Proposal seeks to
significantly reduce the amount of potential commercial floor space directly adjacent to the
commercial core of the centre which in the long term will have an impact upon meeting long
term commercial demand.

Objective B1 to the Plan is to focus activity in accessible centres. It is proposed to achieve
this Objective through the following actions:

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

B1.3 Aim to locate 80 per cent of all new housing within the walking catchments of
existing and proposed centres of all sizes with good public transport

Of particular note the Plan states that in the preparation of LEPs, additional commercial
capacity should be provided “in or adjacent to the existing commercial part of existing
centres” to achieve more sustainable growth.

In preparing NSLEP 2013, Council sought to achieve the employment targets by continuing
its established policies prohibiting residential development in the commercial core of the
North Sydney Centre and providing additional scope for commercial development in the
remainder of the mixed uses zones forming the North Sydney Centre. To improve
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opportunities to redevelop sites within the North Sydney Centre, Council sought to reduce the
minimum non-residential floor space ratio requirements on land at the periphery of the Centre
that were located furthest away from North Sydney Railway Station. In particular, it was
proposed to gradually reduce the non-residential floor space requirements the further one
moved away from the commercial core of the North Sydney Centre and North Sydney
Railway Station.

The subject site along with No’s 20 and 33 Berry Street and No’s 110, 112, 116 and 120
Pacific Highway are all located directly adjacent to land zoned B3 — Commercial Core within
the North Sydney Centre. These sites provide a natural buffer to the other mixed use land
located further the north-west and therefore have the highest requirement for non-residential
floorspace.

Obijective D1 to the Plan is to ensure an adequate supply of land and sites for residential
development. In particular, the Plan identifies the provision of an additional 770,000 homes
by 2036, 44,000 of which are to be accommodated in the Inner North Subregion, of which
North Sydney is a part. The Draft Inner North Subregional Strategy (refer to section 6.5.4 of
this report) states that 5,500 additional dwellings are to be accommodated in the North
Sydney LGA. Whilst the Planning Proposal will be able to assist in meeting this target,
Council’s Residential Development Strategy (refer to section 6.5.5 to this report) clearly
demonstrates that there is already sufficient capacity under NSLEP 2013 to easily
accommodate the housing targets applied to North Sydney.

Obijective D3 to the Plan is to improve housing affordability. The Planning Proposal claims
that the proposed change to the non-residential floor space ratio will result in housing being
affordable. As discussed in section 6.3 to this report, the proposal is unlikely to result in the
housing being affordable for lower income households (i.e. households within which key
workers are located) for those residents residing in North Sydney and definitely not when
considering the wider population of Greater Sydney.

Objective E1 to the Plan is to ensure adequate land supply for economic activity, investment
and jobs in the right locations. In particular, the Plan identifies the provision of an additional
760,000 jobs by 2036, 62,000 of which are to be accommodated in the Inner North
Subregion, of which North Sydney is a part. The Plan also identifies that an additional
14,000 jobs are to be accommodated within the North Sydney Centre.

The Planning Proposal claims that there is likely to be an oversupply of commercial
floorspace in the North Sydney Centre up until 2036. This is justified for a number a reasons
including pressures from new supply in other centres and vacancy rates in North Sydney.

With regard to the supply of commercial floor space in other centres, pressures on the
development of those centres would be in some respects similar to those faced by North
Sydney as they are all operating in the same financial market. North Sydney also generally
caters for a slightly different market segment to many to the other centres in the locality with
the possible exception of the Sydney CBD. Comparisons between the Sydney and North
Sydney CBDs also vary, in so far that North Sydney provides a cheaper alternative to the
Sydney CBD.

With respect to vacancy rates, it is noted that North Sydney has a very high level of C and D
grade buildings. Upon the redevelopment of these sites, many will provide a higher grade
which will ultimately contribute to lower vacancy rates making North Sydney a more viable
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place to develop for commercial purposes. In particular, it is noted that 3 very large projects
approved under the former Part 3A process may soon commence construction realising an
additional 124,083sgm of commercial floor space.

Objective E2 to the Plan is to focus Sydney’s economic growth and renewal, employment
and education in centres. In particular it seeks to achieve this by the following actions:

E2.1 Plan for more commercial and retail jobs in highly accessible Strategic
Centres

E2.2 Ensure an adequate supply of retail, office space and business parks

E2.3 Plan to meet future demand for business parks by establishing a framework to
identify suitable sites in Subregional Strategies

E2.4 Deliver spatial components of the NSW Business Sector Growth Plan

E2.5 Strengthen clusters of activity in Specialised Centres, particularly those for
high growth and high value sectors, and support emergence of new clusters

E2.6 Promote development of education, research and development (R&D) clusters
around TAFEs, universities and health infrastructure in accessible centres to
promote skills development, capacity for innovation and lifelong community
learning

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

The subject site is located directly adjacent to the commercial core of the North Sydney
Centre and has a high level of accessibility to public transport including regional bus routes
and North Sydney Railway station. Accordingly, the Planning Proposal is specifically
contrary to the attainment of Actions E2.1.

The Planning Proposal would enable an increase in residential accommodation provided on
the subject site in an urbanised centre which is capable of utilising reasonable access to
services and facilities. However, it would also result in a net loss of non-residential floor
space over that permitted under NSLEP 2013 and that currently existing on the subject site.
The loss of non-residential floor space potential is considered to be unacceptable with respect
to meeting the actions of the Metropolitan Plan.

6.6.3. Draft Metropolitan Strategy for Sydney to 2011-2031

On 19 March 2013, the State Government released the Draft Metropolitan Strategy for
Sydney to 2031 which will replace the Metropolitan Plan for Sydney 2036. The Draft Plan is
to provide an additional 545,000 homes and 625,000 new jobs by 2031. The Plan sets targets
for new dwellings and jobs of 138,000 and 230,000 respectively in 2031 for the Central
Subregion, of which North Sydney is a part. In addition, it specifically identifies a need for
an additional 12,000 jobs in the North Sydney Centre which forms part of “Global Sydney”.

Objective 2 of the Draft Strategy is to strengthen and grow Sydney’s centres. The Planning
Proposal would appear to be contrary to achieving Policy (e) to the Objective which is to
expand central commercial core areas in Global Sydney and Regional Cities. The subject site
is located directly adjacent to the commercial core area of the North Sydney Centre. Should
Council agree to a reduction in permissible commercial floor space in this location, it will be
extremely difficult to return it to commercial uses in the future, especially if the building is
strata subdivided. In addition, it is difficult to increase commercial floor space requirements.
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In addition, Policy (d) to this Objective states that mixed use development is to be
encouraged in all centres, including central commercial core areas, where there is market
demand and investment opportunities. The current planning controls already permit mixed
use development on the subject site. The Planning Proposal seeks to adjust the level of
residential / commercial mix on the subject site, based on current market demands. However,
consideration needs to be given to the long term impacts that such a change to mix will have
rather than relying on a small point in time.

Obijective 4 of the Draft Strategy is to deliver strategic outcomes for its nine “city shapers”.
In particular, the Policy to this objective is to transform the city by delivering the priorities
for each city shaper. The subject site forms part of the following city shapers: “Global
Sydney” and “Global Economic Corridor™”.

Two of the key priorities for these two city shapers includes maintaining their significance in
the expansion of Sydney’s economy and position as Australia’s number one city. They
should also seek to reinforce economic clustering. Furthermore, Global Sydney is to provide
an additional 114,000 new jobs of which 12,000 are to be provided in North Sydney.

The proposed reduction in commercial floor space upon the subject site is considered to be
contrary to meeting these priorities for these two city shapers.

Obijective 5 of the Draft Strategy seeks to deliver new housing to meet Sydney’s growth. In
particular it seeks to do this by planning for at least 237,000 new dwellings by 2021 and
545,000 by 2031, with minimum targets for each subregion. North Sydney forms part of the
Central Subregion where an additional 82,000 new dwellings by 2021 and 138,000 by 2031 is
to be accommodated.

Council’s Residential Development Strategy indicates that Council has sufficient land zoned
to accommodate an additional 6,199 dwellings by 2031, which is well in excess of the
minimum targets set by the Draft Inner North Subregional Strategy. Accordingly, there is no
pressure for Council to alter the residential / commercial mix on the subject site to meet these
targets.

Objective 7 of the Draft Strategy is to deliver well designed and active centres that attract
investment and growth. In particular, Policy (b) states that retail, employment, cultural and
social infrastructure will be included in centres undergoing growth and renewal. The
proposed reduction in commercial floor space upon the subject site is contrary to meeting this
policy and objective.

Obijective 10 of the Draft Strategy is to provide capacity for jobs growth and diversity across
Sydney. This objective is largely to be met by meeting minimum employment targets, of
which 6,000 are to be accommodated in North Sydney (Global Sydney) by 2021 and 12,000
by 2031. Of particular note, is that the Draft Strategy states:

While the market ultimately delivers housing and jobs, the minimum targets included
in the Metropolitan Strategy for Sydney send a strong message about new
opportunities across Sydney, allowing the market to respond. Targets will be
implemented by councils through Local Plans and are not intended to be caps or
limits but are designed to set a minimum level to support the growth of Sydney.
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Whilst there is sufficient land zoned to accommodate the anticipated commercial floor space
targets, it is likely that targets in the CBD will continue to rise overtime and the Planning
Proposal will effectively hamper the ability to meet those future demands.

Objective 14 of the Draft Strategy is to provide a good supply of office space. The policies
that seek to achieve this objective aim to locate office space within Strategic Centres and
Specialised Precincts to boost centre growth and development opportunities while providing
jobs closer to home and along key transport routes. The Planning Proposal would reduce the
level of non-residential floor space that could be accommodated within the North Sydney
Centre, thereby removing the opportunity to meet this objective.

Obijective 15 of the Draft Strategy is to provide a good level of retail space. Policy (d) sets
out that retail is to be accommodated in centres of all sizes at a scale reflecting the level of
public transport accessibility. The Planning Proposal would reduce the level of non-
residential floor space that could be accommodated within the North Sydney Centre, thereby
removing the opportunity to meet this objective.

6.6.4. Draft Inner North Subregional Strategy
In July 2007, the State Government released the draft Inner North Subregional Strategy.
This Draft Strategy has yet to be finalised and adopted by the State Government.

The Inner North Subregion is proposed to provide an additional 30,000 homes (from 2004)
and 60,000 new jobs (from 2001) by 2031. The Draft Strategy sets targets for new dwellings
and jobs of 5,500 and 15,000 respectively in 2031 for the North Sydney LGA, of which
11,000 jobs are to be accommodated within the North Sydney Centre which is identified as a
“Strategic Centre”. Strategic Centres are to be the “focus of economic development within
subregions”.

The Planning Proposal would enable an increase in residential accommodation provided on
the subject site in an urbanised centre which is capable of utilising reasonable access to
services and facilities. However, the Planning Proposal would also result in a net loss of non-
residential commercial floor space over that permitted under NSLEP 2013 and that currently
existing on the subject site.

Action Al of the Draft Strategy is to provide suitable commercial and employment lands in
strategic areas. It seeks to achieve this in part by planning for sufficiently zoned land and
infrastructure to achieve employment targets. In the preparation of NSLEP 2013, Council
has demonstrated that the LEP is capable of delivering on the relevant employment targets set
by the State Government. The Planning Proposal seeks to reduce the level of non-residential
floor space within a strategic centre with good access to transport, services and facilities and
IS contrary to meeting this Action.

Action B1 to the Draft Strategy is to provide places and locations for all types of economic
activity and employment across the Sydney Region. It seeks to achieve this by establishing a
typology of centres and employment targets for strategic centres. The targets for North
Sydney and their ability to be met are addressed above.

Action B2 to the Draft Strategy is to increase residential densities in centres whilst improving
liveability. In particular, housing growth is to be planned such that it does not undermine the
identified employment needs for a centre. In particular, the Draft Strategy states that North
Sydney Council is to continue to restrict residential development within the commercial core
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of North Sydney CBD to support its economic role within Global Sydney and to encourage
further residential development in other areas within access to key public transport nodes.

Council has complied with this action through the making of NSLEP 2013 by maintaining a
prohibition on residential development in the commercial core reducing the non-residential
floor space requirements at the periphery of the North Sydney Centre to improve vitality.

Action B3 to the Draft Strategy is to cluster businesses and knowledge based activities in
Strategic Centres. In achieving this Action the Strategy states:

Emphasis will be placed on increasing development potential enabling redevelopment
and refurbishment and promoting high quality design. Securing and protecting
consolidated sites for larger building footprint buildings will be important for
significant redevelopment of Strategic Centres and creating the preconditions for
major investments.

The subject site represents a relatively large footprint at the edge of the commercial core of
the North Sydney Centre. Accordingly it has the potential to provide higher quality
commercial spaces than those sites with a smaller footprint. Reducing the non-residential
floor space ratio controls would impact on the ability to meet this Action.

Action B5 is to protect and strengthen the primary role of economic corridors. The reduction
in the non-residential floor space ratio requirement over the subject site is contrary to
achieving this Action.

Action C1 is to ensure adequate supply of land and sites for residential development. In
particular, the North Sydney LGA is to accommodate an additional 5,500 dwellings. As
indicated in section 6.5.5 to this report, Council’s Residential Development Strategy indicates
that Council has sufficient land zoned to accommodate an additional 6,199 dwellings by
2031, which is well in excess of the minimum targets set by the Draft Strategy. Accordingly,
there is no pressure for Council to alter the residential / commercial mix on the subject site to
meet these targets.

Action C4 is to improve housing affordability. The Planning Proposal claims that the
proposed change to the non-residential floor space ratio will result in the provisions of
affordable housing. As discussed in section 6.3 to this report, the proposal is unlikely to
result in the housing being affordable for residents of North Sydney and definitely not when
considering the wider population of Greater Sydney.

The proposed loss of non-residential floor space is considered to be unacceptable with respect
to meeting the actions of the Draft Subregional Strategy.

6.6.5. Residential Development Strategy

The North Sydney Residential Development Strategy (RDS) identifies the potential for an
additional 6,199 dwellings in the North Sydney LGA by 2031 under the provisions of NSLEP
2013. The RDS identifies that the North Sydney Centre, incorporating the subject site, has
the capacity to supply 2,097 additional residential dwellings over the next 18 years, of which
2,023 are identified in the B4 — Mixed Use zone.
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The State Government has indicated that Council needs to accommodate an additional 5,500
dwellings between 2004 and 2031. As indicated above, NSLEP 2013 has sufficient capacity
to easily accommodate this target, without having to increase residential densities elsewhere.

It is also of relevance that capacity identified by the RDS does not establish any reliance on
dwelling yield obtained through substantial non-compliances with core development controls,
either through planning proposals, court based planning approvals or PAC/JRPP
determinations which overturn assessment officers’ recommendations.

6.6.6. North Sydney Local Development Strategy

The North Sydney Local Development Strategy (LDS) reflects the outcomes sought by the
Metropolitan Plan, draft INSS and RDS. These issues are addressed in the previous
subsection to this report.

CONCLUSION

The Planning Proposal seeks to amend the non-residential floor space ratio range
requirements of NSLEP 2013 from part 3:1 - 4:1 and part minimum of 0.5:1 to a minimum of
0.5:1 across the entire site, with no maximum imposed.

It is considered the relevant requirements under s.55 of the EP&A Act and the matters
identified in the Department of Planning’s A guide to preparing planning proposals (2012)
have been adequately addressed in the Planning Proposal.

Whilst the Planning Proposal would result in the increased provision of residential
accommodation in close proximity to transport, services and facilities, it will also
significantly reduce the amount of commercial floor space permitted on the subject site. The
justifications made in the Planning Proposal to reduce the non-residential floor space on the
subject site are not supported for the following reasons:

o the supporting consultant reports base their findings on in compatible data sets
which skew the demand predictions for commercial floor space,

o it would reduce the ability to meet the job targets for North Sydney set out by
the Metropolitan Strategy 2036 and Draft Inner North Subregional Strategy.

o it is contrary to actions and objectives of the Metropolitan Strategy 2036 and

Draft Inner North Subregional Strategy to promote the North Sydney Centre
as a strategic centre in an economic corridor or enable the Centre’s growth

over time.

o it would jeopardise the ability to further expand commercial floor space
directly adjacent to commercial core of the North Sydney Centre

o will not result in the provision of housing that is affordable for key workers of

North Sydney nor Greater Sydney.

It is therefore recommended that Council resolve not to support the forwarding of the
Planning Proposal to the DoPlI, seeking a Gateway Determination under .56 of the EP&A
Act 1979.




ATTACHMENT TO PDSO01 - 18/11/13 Page 26

PLANNING PROPOSAL

Map Amendment
North Sydney Local Environmental Plan 2013

Non Residential Flocr Space
144 - 154 Pacific Highway & 18 Berry Street

NORTH SYDNEY

NOTE: This document is Copyright. Apart from any fair dealings for the purposes of private study, research, criticism or
review, as permitted under the Copyright Act, no part may be reproduced in whole or in part, without the written
permission of Boston Blyth Fleming Pty Limited, Suite 1 No.9 Narabang Way Belrose NSW 2085.



ATTACHMENT TO PDSO01 - 18/11/13 Page 27

PLANNING PROPOSAL

Planning Proposal to amend North Sydney Local Environmental Plan 2013

144-154 Pacific Highway & 18 Berry Street, North Sydney

Prepared on behalf of

Strand Estates

Ross Fleming

B Urb & Reg. Plan (UNE) MPIA

Boston Blyth Fleming Pty Ltd
Town Planners

(ACN 121 577 768)

Suite 1/9 Narabang Way
Belrose NSW 2085

Tel: (02) 99862535

Email: ross@bbfplanners.com.au

October 2013



ATTACHMENT TO PDSO01 - 18/11/13 Page 28

TABLE OF CONTENTS

EXECUTIVE SUMMARY
1.0 SITE DESCRIPTION AND LOCATION

2.0 PROJECT OVERVIEW

3.0 PART 1 - OBJECTIVES OR INTENDED OUTCOMES
31 Objective
3.2 Intended Outcomes

4.0 PART 2 - EXPLANATION OF THE PROVISIONS

5.0 PART 3 - JUSTIFICATION
5.1 Section A - Need for the Planning Proposal
5.2 Section B - Relationship to strategic planning framework
5.3 Section C - Environment, social and economic impact
5.4 Section D - State and Commonwealth interests

6.0 PART 4 - COMMUNITY CONSULTATION

7.0 CONCLUSION



ATTACHMENT TO PDSO01 - 18/11/13 Page 29

Planning Proposal - 144-154 Pacific Highway & 18 Berry Street, North Sydney

EXECUTIVE SUMMARY

This report has been prepared in support of a planning proposal to amend the provisions of
North Sydney Local Environmental Plan 2013 (“LEP 2013").

The proposed amendment to the LEP 2013 provides for a reduction in the minimum
required non-residential floor area on part of the site through an amendment to the map
referred to in Clause 4.4 of the LEP. The outcome as sought is to have all the land included in
Area 9 of the non residential floor space ratio map to provide for a minimum non residential

floor space of 0.5:1. The planning proposal has been informed by the following strategic
studies and reports:

¢ land Use & Apartment Mix (commercial and residential Market Report — 144-148
Pacific Highway and 18 Berry Street, North Sydney) — JBA Urban Consuitants July
2013

e Optimising Development Typology in North Sydney — Urbis July 2011

e Various Reports to Council involving Planning Proposals including 156 — 158 Pacific
Highway (January 2011) and 12 —- 16 Berry Street {January 2011).

This report has been prepared in accordance with the ‘Guide to Preparing Planning Proposals’
developed by the NSW Department of Planning. The report addresses the proposal’s
consistency with the Metropolitan Plan for Sydney 2036 and assesses the consistency of the
planning proposal against relevant State Environmental Planning Policies, s117 Directions
issued by the Director General of the Department of Planning and the ‘Net Community
Benefit Test’ criteria established in the Draft Centres Policy.

Boston Blyth Fleming Town Planners
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1.0

SITE AND LOCATION

11 Site Description
The subject site comprises the following allotments:

e Lot 4, DP 237104, 18 Berry Street, North Sydney

e Lots 2 and 3 and 10, DP 237104, 144-148 Pacific Highway, North Sydney
e Lot1, DP 237104, 150 Pacific Highway, North Sydney

e SP 22186, 154 Pacific Highway, North Sydney

The site is in a visually prominent location on the north-west corner of the intersection of
the Pacific Highway and Berry Street. The site has an area of 1681.8m°. The site has a
frontage to the Pacific Highway of 36.755 metres and 43.79 metres to Berry Street. The lots
are currently developed as commercial and mixed residential use buildings within the mixed
use locality at the fringe of the North Sydney CBD and adjacent to the Australian Catholic
University (McKillop - North Sydney Campus).The site is located within the North Sydney
Centre and is approximately 570 metres from North Sydney Station and 40 metres from bus
stops on the Pacific Highway.

The North Sydney Centre is well served by transport links including:
e The Sydney Orbital Network

e North Shore Rail Line which provides access to the Epping — Chatswood Rail Link

o Strategic Bus Corridors

| . %
Aerial Photo - Site highlighted

Boston Blyth Fleming Town Planners
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1.2 Adjoining Development

12-16 Berry Street

Adjoining 18 Berry Street to the west and currently under construction is a mixed use
building at 12-16 Berry Street, North Sydney.

On 18 May 2011 the Joint Regional Planning Panel approved Development Application No.
DA494/10 to demolish the existing buildings and construct a 9 storey mixed use building
comprising two levels of commercial and retail space, 48 apartments and basement car
parking at 12-16 Berry Street, North Sydney. The approved development has a maximum
height of RL111.86.

View of 18 Berry Street (right) and development adjoining the site to the west

1A Doohat Avenue

A two storey residential deveiopment adjoins 18 Berry Street to the north and is khown as 1
and 1A Doohat Avenue. Vehicular and pedestrian access to these properties is provided
from the northern section of Doohat Lane.

Boston Blyth Fleming Town Planners
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View of Doohat Lane and the dwelling at 1 Doohat Ave.

2.3 Surrounding Development

The surrounding development consists of a mix of low, medium and high rise commercial and
mixed use buildings. Low density residential development is located to the north of the site
in Doohat Avenue. This precinct is zoned High Density Residential in LEP 2013.

Boston Blyth Fleming Town Planners
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View of 25 — 29 Berry Street (on the corner of Napier Street) from the north-east.

Boston Blyth Fleming Town Planners
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View of 20 Berry Street (oni the corner of Pacific Highway) from the south-west. Beyond is 211-223 Pacific Highway.

156-158 Pacific Highway, North Sydney

A Development Application was lodged with Council on 12 July 2011 for the demolition of
the existing building and erection of a 10 storey mixed use building containing 404m* of
retail floor space, 40 apartments and basement parking for 31 vehicles at 156-158 Pacific
Highway, North Sydney. The development has a maximum height of RL110.97 to the top of
plant and a roof level of RL106.53.

At its meeting of 7 September 2011 the Joint Regional Planning Panel resolved to accept the
recommendation of the planning assessment report that, following the gazettal of the
Planning Proposal, reducing the non-residential FSR to 0.5:1, it should approve the
application.

211-223 Pacific Highway, North Sydney

On 29 April 2011, the Joint Regional Planning Panel approved the erection of an 18 storey
mixed use building comprising 4 levels of basement car parking, ground floor retail and
commercial office space on Levels 1 — 3. A site specific Planning Proposal was lodged with
Council in 2011 seeking to reduce the minimum non-residential FSR to 0.5:1 from 3:1. The
Planning Proposal was endorsed by Council in February 2012, with Gateway Determination
granted on 12 April 2012 and gazettal in October 2012.

Following the sale of the property, in September 2012, the new purchaser lodged a revised
Development Application. The application was approved by the Joint Regional Planning
Panel on 14 February 2013. The approved development involves the construction of a 20
storey mixed use development consisting of 228 residential apartments located above
commercial and retaii tenancies. The non-residential FSR of the approved development is
0.5:1.

10

Boston Blyth Fleming Town Planners



ATTACHMENT TO PDSO01 - 18/11/13 Page 35

Planning Proposal ~ 144-154 Pacific Highway & 18 Berry Street, North Sydney

177-199 Pacific Highway, North Sydney

The site diagonally opposite the subject site, on the south east corner of Berry Street and
the Pacific Highway is known as 177-199 Pacific Highway. The site is currently occupied by a
part three and four storey brick commercial development.

A Concept Plan for the site was approved by the Minister for Planning on 20 December 2010
which included the following:

e Ahbuilding envelope of 31 storeys, plus plant and a 4 level basement (max RL 195);

o Commercial land use, with a public plaza and retail/commercial lobby at ground
floor; and

e Streetscape upgrades along the frontage of the site.

A development application for the demolition and construction of the building was lodged
with North Sydney Council on 12 May 2011 and approved by the Joint Regional Planning
Panel on 7 September 2011.

At the beginning of August, a Section 96 Application was lodged introducing a number of
amendments te the proposed building, including the elevation and podium treatments to
Pacific Highway and was approved in September 2013.

View of 177-199 Pacific Highway

77 Berry Street and 88 Walker Street

A project application was approved by the Minister for Planning on 25 February 2010 for a
commercial retail and hotel development at 77-81 Berry Street and 88 Walker Street, North
Sydney. The maximum height of the development the site is RL198. The development will
provide 70,950m” of non-residential GFA.

Boston Blyth Fleming Town Planners i
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90-100 Mount Street

A Concept Plan seeking approval for a 39 storey commercial and retail development at 86-96
and 100 Mount Street, North Sydney was approved by the Minister for Planning on 25 May
2010. A height of RL200.7 and a floor area of 35,925m” was approved under the concept
plan.

12
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2.0 PROJECT OVERVIEW

The application seeks to amend the non residential floor space standard map (sheet
LCL_002A) to extend the nominated area 9 to include the corner sites 144 — 154 Pacific
Highway. The effect will be to reduce the minimum non residential floor space ratio for
these sites from a minimum 3:1 and a maximum 4:1 to a minimum 0.5:1.

The planning proposal is made in conjunction with DA 239/13 which seeks to consolidate
and redevelop the remnant SP 22186, No.154 Pacific Highway with the remaining lots
previously the subject of DA 467/11 as determined by the NSW LEC (10405 of 2012).

The planning proposal is accompanied by a detailed economic assessment of the demand
and supply of commercial and residential development in North Sydney, and the inner north
region generally, to demonstrate that the mix of development, and the non residential floor
area proposed, is appropriate and responsive to both the short and longer term market
conditions. Enclosed are the following:-

e Optimising Development Typology in North Sydney - Urbis — July 2011.

e land Use and Apartment Mix Commercial and Residential Market Report — JBA
Urban Planning Consultants — july 2013

3.0 PART 1 — OBJECTIVES OR INTENDED OUTCOMES

3.1 Objectives

To amend the non residential floor space ratio map relating to 144 - 154 Pacific Highway
such that the map is consistent with the non residentia! fioor space ratio applicabie to the
adjoining sites in this mixed use zone and to reflect the projectad market demand for non
residential floor space in this locality.

3.2 Intended Outcomes

The intended outcomes of the Planning Proposal are:

¢ Toamend the non residential floor space map LCL_002A.

e To permit the development foreshadowed by DA239/13.

e To provide a quantum of non residential floor space to the street frontages of the land

and to the lower floors consistent with the anticipated market demand for this locality
and the objectives of clause 4.4A of NSLEP 2013.

Boston Blyth Fleming Town Planners 13
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4.0

PART 2 - EXPLANATION OF THE PROVISIONS
4.1 North Sydney Local Environmental Plan 2013
Zoning and Permissibility

North Sydney Local Environmental Plan 2013 applies to the site. The subject site is zoned B4
Mixed Use pursuant to LEP 2013. Business premises, retail premises and shop top housing
are permitted with consent in the B4 zone.

A Zone

Neghtouood Cene
[  conmerclCore
m Mired Use
! Environmental Consenvation
| [12]  Lightlndustil

= [ orking Watertont
[  LowDensiy Residental
Bl Metum Dersiy Resident
B tioh Densty Residente
. Public Recreation
Privale Recreation
Specil Actvies
Inastncture
m Unzoned Land

Extract from LEP 2013 Land Zoning Map

Floor space ratio

The non-residential floor space ratio control for buildings in North Sydney is included in

Clause 4.4A of LEP 2013.

In accordance with clause 4.4A(2) a building must not be erected in the specified areas if the
floor space ratio of that part of the building to be used for non-residential purposes is not
within the range specified in the table to the subclause.

As shown in following attachment, 144-150 Pacific Highway is within Area 8 and 18 Berry
Street is located within Area 9. A minimum non-residential floor area of 3:1 applies in area 8
(with a maximum of 4:1) and a minimum non-residential floor area of 0.5:1 applies in area 9
(no maximum applies).

14
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LEP 2013 - Non-Residential FSR Map

The intention of the planning proposal is to amend the map to provide that the entirety of
the mixed use zone on the western side of Pacific Highway and north of Berry Street is
within area 9 on the non residential floor space ratic map and such that the sites
incorporated in DA239/13 have a consistent non residential FSR. As well as seeking
consistency of the applicable planning controls relating to the site the intention is to permit
a non residential FSR that is consistent with the objectives pertaining to the control and that
reflects the anticipated demand for non residential floor space in this locality and which has
due regard to the strategic outcomes for the North Sydney centre.

Boston Blyth Fleming Town Pianners N
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5.0 PART 3 - JUSTIFICATION

5.1 Section A - Need for the Planning Proposal

5.1.1 Is the Planning Proposal a result of any strategic study or report?

The objective of this planning proposal is to amend North Sydney Local Environmental Plan
2013.

The proposed amendment to LEP 2013 will reduce the minimum required non-residential
floor area on the site from 3:1 to 1:1 through an amendment to the map referred to in
Clause 4.4A of the LEP.

A detailed architectural proposal of the intended outcome has been prepared by Nettleton
Tribe and is included as Appendix A of this report. The concept plan has been informed by a
detailed site analysis and an analysis of the commercial and residential markets prepared by
JBA and Urbis which accompany this Planning Proposal application as Appendix B. Further
the architectural concept has been reviewed by the various specialist reports that address
the specifics of the design, the locality and the impacts arising and which comprise part of
the Development Application submission associated with DA239/13.

The conceptual development is for:

e A 23 storey mixed use tower consisting of 3 levels of commercial floor space
(2,424m?) and 21 levels of residential floor space accommodating a total of 204
dwellings.

e 5 levels of basement car parking and storage.

The development will have a maximum building height of RL156 measured to the top of the
building (including plant). The maximum height of the roof will be RL 149.76. The montage of
the development indicates the concentration of the non residential floors to the lower floor
levels and addressing the street at ground level with the podium reinforced by the inclusion
of vertical landscape wall elements and a change of external materials and detailing to the
residential tower.

16
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Photomontage of the concept development

Appendix C is the architects nominated non residential fioor areas of the proposed building
consistent with the definition of gross floor area of NSLEP 2013 and indicating a total of
2424.2m’* or a total non residential floor space ratio of 1.44:1.

The planning proposal has been informed by the following strategic studies and reports:

e ‘Land Use and Apartment Mix Commercial and Residential Market Report’ — JBA
Urban Planning Consultants

e ‘Optimising Development Typology in North Sydney’ — Urbis

Boston Blyth Fleming Town Planners 17
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Development Mix

A development typology analysis undertaken by Urbis accompanies the application. The
analysis considers the profile of existing residents of North Sydney, the residential market
and the commercial market and assesses the nature of, and relationship between,
residential and commercial uses in North Sydney.

As a starting point the report considers the viability of refurbishing the existing building. The
report notes that the existing buildings on the site are dated and no longer meet the
requirements of tenants for commercial space. The refurbishment of the buildings is not a
viable option given the limited demand for commercial floor space on the fringe of the North
Sydney CBD.

Urbis has undertaken a detailed analysis of the demand and supply of commercial floor
space in the North Sydney CBD.

The report notes that a large number of projects in the inner north region which are either
due for completion in 2012 or have recently been approved will significantly increase the
supply of commercial fioor space. The analysis has found that when the Transport Data
Centre’s forecast of employment growth is considered against the estimates of commercial
supply in the inner north subregion, it becomes clear that there is a substantial oversupply
and that the data suggests that there will be a cumulative over supply for the next 25 years.

In an assessment of commercial rents v supply in the North Sydney, Urbis have found the
following:

‘With more than 650,000m’ of office space (PCA 2011) planned or mooted for the
Sydney CBD over coming years, and more than 300,000m’ in the Crows Nest/St
Leonards, Chatswood and North Ryde/Global Economic Corridor areas, the
commercial market in North Sydney faces significant competitive challenges. It is
worth noting that the entire North Sydney market comprises just over this amount at
860,473m>. At 300,000m’ Barangaroo Solith constitutes a market more than one
third the size of North Sydney. The nature of Barangaroo means that it will compete
directly for what have traditionally been North Sydney’s tenants. It is clear that
there is an oversupply in the market for non-Sydney CBD Core commercial space.
This will present significant challenges for the commercial market in North Sydney. It
also provides a strong argument in favour of removing planning controls aimed at
increasing or even preserving commercial floor space in the area. It also however
presents an opportunity to position North Sydney as a vibrant, multi-dimensional
mixed use CBD.’

In relation to residential development Urbis concludes that North Sydney is currently
experiencing a high level of undersupply of one and two bedroom apartments and that
North Sydney faces significant issues regarding low levels of housing affordability as the
current and upcoming unit stock is largely unaffordable to the local as well as broader
Sydney market. Supply of affordable housing is likely to remain low is the short term and
therefore housing affordability for first and second home buyers will worsen. The report

18
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concludes that an increased supply of one bedroom apartments (priced around $500,000)
and two bedrooms apartments (priced from around $650,000 to $850,000) would help to
improve affordability for buyers and renters and encourage a diverse population.

The findings of the analysis undertaken by Urbis clearly support the proposed reduction in
non-residential floor space and increase in residential floor area on the site.

IBA Urban Planning Consultants were engaged to undertake a peer review of the Urbis
report and prepared the attached ‘Land Use and Apartment Mix Commercial and Residential
Market Report’. Their analysis is predicated on forecast employment statistics that post date
the Urbis report. That report was based on forecast office based job growth in North Sydney
CBD of 3,200 between 2011 and 2036. JBA have based their study on updated forecasts from
the Bureau of Transport Statistics who predict there will be a net increase of 12,710 office
based jobs in North Sydney CBD between 2011 and 2036. JBA predict approximately
160,000 - 190,000m? of additional commercial floor space is likely to be required in the CBD
to meet the growing office worker population. They conclude this supply is likely to be met
by approved developments and the further development of other sites in the CBD.

JBA have also undertaken an analysis of the residential market in North Sydney. They
conclude the proposed mix is appropriate for the market as likely future purchasers can be
characterised as younger adults, investors, small households and professional working
households.

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

The planning proposal is the best means of achieving the intended outcomes as explored in
the studies which support this planning proposal.

Boston Blyth Fleming Town Planners 18
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5.1.3

Is there a net community benefit?

The ‘Guide to Preparing a Planning Proposal’ produced by the Department of Planning states
that the guidance on conducting a Net Community Benefit Test included in the Draft Centres
Policy should be followed when assessing the net community benefit of a planning proposal.

The proposal is assessed against the evaluation criteria for the net community benefit test in

the following table.

Criterla

Comment

Will the LEP be compatible with
agreed State and regional strategic
direction for development in the
area?

The proposal’s consistency with the Metropolitan Plan for
Sydney 2036, the Draft inner North Subregional Sirategy (which
was developed following the release of the Metropolitan
Strategy) and the Draft North Sydney Local Development
Strategy 2008 is considered in detail in section 5.2.1 of this
report.

Is the LEP located in «a
global/regional  city,  strategic
centre or corridor nominated

within the Metropolitar Strategy
or other regional/subregional
strategy?

North Sydney is one part of the Strategic Centre referred to as
‘Global Sydney’ in ths Metropolitan Plan. The proposal’s
consistency with the Metropolitan Plar’s direction for the North
Sydney centre is detailed in section 5.2.1 of this report.

In summary, the Planning Proposal will maintain an appropriate
mix of commercial and residential development outside of the
commercial core. The additiona! residential development on
the site is consistent with the Metropolitan Plan and the draft
Inner North Subregional Strategy in that additional housing will
be located within close proximity to employment opportunities,
goods and services, public transport, recreation space and
health and education facilities. As such the development wili
reduce car dependence and make walking, cycling and public
transpoit more viable transport options.

is the LEP likely toc create «
precedent or create or change the
expectations of the landowner or
other landholders?

The proposed reduction to the minimum non-residential floor
area required has been based on a detailed study of the
demand and supply of both commercial and residential floor
area in the North Sydney LEP. The proposal to reduce the non-
residential component of the proposed development is wholly
consistent with Counci¥s policy on immediately adjoining sites
and elsewhere in the Mixed Use zone.

Have the cumulative egffects of
other spot rezoning proposals in
the locality been considered? What
wos the outcome of these
considerations?

The supporting studies which accompany this Planning Proposal
application have acknowledged recert approvals in the North
Sydney Centre which in many cases have significantly exceeded
the planning provisions applying at the time the application was
made. It is the approval of these developments which
contributes to the need toc amend the current planning
provisions to ensure that future development on the subject
site is consistent with its immediate neighbours, responsive to
the changing built form and oversupply of commercial floor

Boston Blyth Fleming Town Planners
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space in the Centre. Further the rezoning is reflective of the
Council approval of similar planning proposal elsewhere in the
Council area to reduce non residential floor space where market
viability dictates and the reliance upon SEPP 1 variations to
approve developments that have not strictly satisfied the non
residential standards of the Council planning instruments.

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

The Planning Proposal will result in a reduction in non-
residential floor area in the minimum required by the current
and proposed LEP’s. The impact on employment resulting from
this reduction is minor given the quantum of overall floor space
in the North Sydney CBD and the supply of commercial floor
space in other nearby centres. The reduction of non-residential
floor space will be more than offset by the approval of
commercial floor space elsewhere in the core commercial area
which is in excess of that which the draft LEP was designed to
accommodate.

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

The LEP will increase the supply of housing which will assist in
reducing the upward pressure on house prices and improve
affordability. The reports prepared by Urbis and JBA address
this issue in detail.

Is the existing public infrastructure
(roads, rail, utilities) capabie of
servicing the proposed site?

The existing public infrastructure is capable of servicing the
proposed increase in residential floor area.

Is there good pedestrian cnd
cycling acecess? Is public transport
currently availubie or is there
infrastructure capacity to support
future public transport?

The site is well serviced by public transport as it is within
walking distance of North Sydney train station and bus
interchange. The site is also in close proximity to severai local
bus stops.

Will the proposal result in changes
to the 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?

As discussed previously the additionai residential development
on the site is consistent with the Metropolitan Plan and the
draft Inner North Subregional Strategy in that additional
housing will be located within close proximity to employment
opportunities, goods and services, public transport, recreation
space and health and education facilities. As such the
development will reduce car dependence and make walking,
cycling and public transport more viable transport options.

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 proposal does not require any additional Government
investment or services.

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

The proposal will not impact on land that has been identified for
protection. The land is not affected by environmental
constraints such as land slip, flooding or bushfire hazard.

Boston Blyth Fleming Town Planners
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flooding?

will the LEP 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 scale of the proposed residential development on the site is
compatible with the scale of development on the adjoining and
nearby sites, as detailed in the Urban Design Report which
accompanies the application.

Future development on the site can and will be designed to
minimise any impacts on the adjoining and nearby properties.
The consolidation of 154 Pacific Highway into the proposed
development avoids leaving this site in isolation, creating
positive planning gain and enhancement of the streetscape.

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

The proposed development will not increase the number of
retail and commercial premises in the area however it will
increase the residential population in the centre which will
support the viability of local businesses.

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

N/A.

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

The proposed development is considered to be in the public
interest in that:

= The proposed development will provide a more appropriate
mix of development types on the fringe of the North
Sydney Centre.

=  The proposal will increase the supply of housing which will
help to relieve the upward pressure on house prices.

= The proposal will provide housing in close proximity to
transport, schools, health care facilities, employment
opportunities and recreation areas which will reduce car
dependence and increase the viability of more sustainable
forms of transport.

= |f the planning proposal does not proceed, an opportunity
to achieve the objectives of the Metropolitan Plan relating
to increasing housing in and around strategic centres will
be missed.

= The proposed development incorporates a pedestrian
through site link, connecting Berry Street to the northern
section of Doohat Lane.

= The proposed development avcids the prospect of 154
Pacific Highway being left as an isolated site.

Based on the above consideration of the evaluation criteria it is considered that the proposal
will have a net community benefit. This is supported by Urbis who undertook a Cost Benefit
Analysis comparing commercial and residential uses and concluded that the community
would benefit substantially from increased residential development in the North Sydney CBD.
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5.2 Section B - Relationship to Strategic Planning Framework

5.2.1 Is the planning proposal consistent with the objectives and actions contained
within the applicable regional or sub-regional strategy (including the Sydney
Metropolitan Strategy and exhibited draft strategies)?

Metropolitan Plan for Sydney 2036

The Metropolitan Plan for Sydney 2036 which was released on 16 December 2010, updates
the 2005 Metropolitan Strategy and will guide Sydney’s growth and development to 2036.
The Plan draws on the principles of the 2005 Metropolitan Strategy — City of Cities: A Plan
for Sydney’s Future and the Metropolitan Transport Plan: Connecting the City of Cities.

The Metropolitan Plan sets the strategic direction for decisions related to land use and
transport planning.

The Metropolitan Plan sets out an employment target for the Sydney Region of 760,000 new
jobs by 2036. The Plan provides further detailed targets of 62,000 additional jobs for the
Inner North Subregion and 14,000 additional jobs for North Sydney by 2036. The Plan also
identifies a Sydney-wide target of 10,000,000m” of new commercial floor space by 2036. The
term ‘Global Sydney’ is defined as ‘the main focus for national and international business,
professional services, specialised health and education precincts, specialised shops and
tourism, it is also a recreation and entertainment destination for the Sydney region and has
national and international significance.

Draft Inner North Subregional Strategy

Subregional strategies were prepared to provide detailed guidance as to how the 2005 City
of Cities: A Pian for Sydney’s Future Metropolitan Strategy was to be applied at the local and
subregional level.

The Draft Inner North Subregional Strategy covers the Hunters Hill, Lane Cove, Mosman,
North Sydney, Ryde and Willoughby local government areas. The Strategy was exhibited
between 18 July to 17 September 2007. The Strategy is currently being updated now that
that Metropolitan Plan for Sydney 2036 has been released.

In accordance with the 2005 Metropolitan Strategy an additional 30,000 dwellings and
capacity for 60,000 jobs are to be provided in the Inner North subregion by 2031. The draft
Inner North Subregional Strategy set specific dwelling and job targets for each local
government area within the subregion. In accordance with the draft Inner North
Subregional Strategy North Sydney was to provide 5,500 of these dwellings and capacity for
11,000 new jobs. These targets are likely to be revised upwards to reflect the revised
housing and employment targets of the Metropolitan Plan.

Centres and Corridors

North Sydney is described in the Draft Inner North Subregional Strategy as follows:
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‘North Sydney forms part of Global Sydney, the global hub of the Australian economy.
North Sydney is the second largest office market in Sydney and the sixth largest
office market in Australia. It provides around 800,000m* of office space and over
49,000 jobs. Global Sydney is the main focus for national and international business,
professional services, specialised health and education precincts, specialised shops
and tourism. It is also a recreation and entertainment destination for the Sydney
Region and has national and international significant.

North Sydney has specialisations in the communications, finance and insurance and
engineering services sectors. It contains A-grade offices yet offers comparatively
lower rents than Sydney CBD. However, new office construction in Sydney CBD, such
as Barangaroo (East Darling Harbour), and increasing competition of lower cost,
large scale office development at Macquarie Park, has impacted in recent years on
the uptake of the centre’s office market. The centre has seen relocation of some
major tenants in recent years.

A Central Business District LEP was gazetted in 2003 to encourage additional
commercial floor space {250,000m’} within the centre. The completion of the North
Sydney Station upgrade by 2010 and implementation of council’s public domain
improvement program will provide a basis for further new commercial development.

North Sydney wili further consolidate its role as apart of Global Sydney by supporting
high-value added economic activities and reach an employment capacity target of
60,000 jobs by 2031 including 11,000 new jobs.

a3

Mteererrdan Sutwey NE

The objectives of the Plan as they relate to centres and corridors are as follows:

B1 Provide plans and location for all types of economic activity and employment
across the Sydney Region

The Strategy sets an employment capacity target of 60,000 new jobs for the Inner
North to 2031, bringing total employment capacity to 288,000. The employment
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capacity is to be concentrated in existing strategic centres with North Sydney to
provide an additional 11,000 jobs.

The report prepared by Urbis demonstrates that there is an oversupply of non-
Sydney CBD Core commercial space. As such the minor reduction in non-residential
floor space ratio on the site will not prevent the achievement of the job capacity
target of the subregional strategy. Further a continuing requirement to provide
commercial floor space outside the non core area of the regional CBD is one that is
likely to result in a diminution of the regional objective of reinforcing and expanding
the CBD function.

The report prepared by JBA was based on different projected figures than those
used by Urbis. Nevertheless, JBA concluded the North Sydney CBD has the capacity
to comfortably accommodate the projected growth in jobs through to 2036.

B2 Increase densities in centres whilst improving liveability

In relation to this objective the Strategy states that in the Strategic Centres of North
Sydney, Chatswood and St Leonards there are a range of approaches to
accommodate housing to ensure that residential growth supports and revitalises the
centres’ commercial and retail role.

Further, the Strategy states that through the development of its Principal LEP, North
Sydney Council is to continue to restrict residential development within the
commercial core of North Sydney CBD to support its economic role within Global
Sydney, and to encourage further residential development in other areas with
access to key public transport nodes.

As the site is not located within the commercial core of North Sydney in which
residential development is prohibited, the proposed reduction of non-residential
FSR is considered to be acceptable.

B3 Cluster Businesses and Knowledge-based activities in Strategic Centres
Objective B3.4 is to ensure sufficient commercial office sites in strategic centres

The Strategy states that through the development of Principal LEPs, the Department
of Planning and local government is to:

e Continue to support sufficient supply of commerciai office sites within the
inner North Strategic Centres;

e Plan for designated commercial only areas in Strategic Centres; and

e Use planning controls to encourage consolidation of key sites for large scaie
development.

The reports prepared by Urbis and JBA demonstrate that there is an oversupply of
non-Sydney CBD Core commercial space. The subject site is located outside the
commercial core and within a mixed use area of the centre. In this regard the
proposal is consistent with this objective. Council recognises the weakness of
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demand for office accommodation within the Mixed Use zone. It has actively
stimulated development in the zone by reducing the minimum non-residential FSR
requirement from 3:1 to 0.5:1 on the immediately adjoining sites to the north and
west and elsewhere in the CBD.

B4 Concentrate retail activity in centres, business development zones and enterprise
corridors

As the site is not located within the commercial core of North Sydney in which
residential development is prohibited, the proposed reduction of non-residential
FSR is considered to be acceptable and is supported by both the Urbis and JBA
reports.

B5 Protect and Strengthen the primary role of economic corridors

As detailed in the accompanying reports prepared by Urbis and JBA, the proposal
will not adversely impact on the strength of the economic corridor.

B6 Focus development in renewal corridors to maximise infrastructure use where
demand and opportunities exist

The proposed increase in residential accommodation in an existing strategic centre
will maximise the use of the existing infrastructure.

B7 Recognise the role of enterprise corridors as locations for local employment

The documentation submitted with this planning proposal demonstrates that there
is an adequate supply of commercial floor space in the region to meet current and
projected demand. Adequate opportunities therefore exist within the centre for the
provision of local employment.

Housing

For the Inner North a subregional dwelling target of 30,000 was set in the
Metropolitan Strategy. The dwelling target set for North Sydney was 5,500 dweilings
by 2031.

This component of the Strategy encourages Councils to plan for a greater range of
housing forms, especially in centres with good public transport, which will
contribute to improving the mix of housing choice to accommodate changing
demands of existing residents and to support a diverse workforce.

The Draft North Sydney Local Development Strategy indicates that sufficient
capacity exists under the existing controls to meet the dwelling targets of the
subregional strategy. The existing controls are also likely to be able to meet the
target once it is revised to be consistent with the Metropolitan Plan.
Notwithstanding this the provision of additional residential accommodation in the
centre is beneficial in that it will assist in minimising the upward pressure on house
prices, particularly if the majority of dwellings are one or two bedroom apartments.

26

Boston Blyth Fleming Town Planners



ATTACHMENT TO PDSO01 - 18/11/13 Page 51

Planning Proposal — 144-154 Pacific Highway & 18 Berry Street, North Sydney

The location of the dwellings is consistent with the subregional strategy in that it will
not compromise the commercial core of the CBD but will provide housing that has
convenient and close access to a range of public transport options.

C1 Ensure adequate supply of land and sites for residential development

The Strategy encourages new housing to be provided in existing urban areas,
focused around centres and corridors.

The proposal allows for the provision of additional housing on the fringe of an
existing strategic centre.

C2 Plan for a housing mix near jobs, transport and services

The Metropolitan Plan aims to focus residential development within centres and
corridors with access to public transport and local services.

The location of the dwellings is consistent with the subregional strategy in that it will
not compromise the commercial core of the CBD but will provide housing that has
convenient and close access to a range of public transport options.

C3 Renew Local Centres

The proposal will contribute to the revitalisation of the site and the North Sydney
Centre generally.

C4 Improve Housing Affordability

The reports prepared by Urbis and JBA indicate that the proposal will assist in
improving housing affordability in North Sydney.

C5 Improve the Quality of New Development and Urban Renewal

An evaluation of the proposed development against the State Environmental
Planning Policy No. 65 Design Quality of Residential Flat Development principies is
included in the Urban Design Report prepared by GM Urban Design and Architecture
and the sunlight and natural ventilation indicators prepared by Dr S King and which
accompany DA 239/13. These analysis conclude that the propesal achieves
consistency with each principle.

Draft North Sydney Local Development Strategy 2008

The Draft North Sydney Local Development Strategy (LDS) is a transiation of the strategic
vision for North Sydney as identified in the Metropolitan and Subregional Strategies.

The LDS was prepared to inform the preparation of the Draft LEP and ensure its consistency
with the relevant metropolitan, regional and local planning strategies.
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Commercial Development

The LDS identifies the North Sydney Centre as being a location where future growth for
other residential and commercial uses can be accommodated.

The LDS notes that in order to maintain the status of the North Sydney Centre as a major
commercial centre, the provisions of North Sydney Local Environmental Plan 2001 were
gazetted that allowed for an additional 250,000m? of non-residential floor space. At the time,
this capacity equated to 12,500 additional jobs. A review of the provisions was to be
achieved once 200,000m? of non-residential floor space had been approved. This threshold
has been achieved and Council commissioned a Demand Study that was completed by Urbis
and presented in February 2013. Council has also commissioned Hill PDA to undertake a
comprehensive review of the CBD, its development controls, development mix and capacity.

The reports prepared by Urbis and JBA demonstrate that there is an oversupply of non-
Sydney CBD Core commercial space. The detail provided in the reports provides a strong
argument of removing planning controls aimed at increasing or even preserving commercial
floor space in the area.

Housing

The aim of the Residential Development Strategy is to strengthen North Sydney’s centres,
towns, villages and neighbourhoods by ensuring the bulk of new residential development is
within walking distance to most amenities while minimising any detrimental impacts that
could be created as a resuit.

Consistent with this aim, the LDS states residential development should be encouraged in
mixed-use areas outside of the commercial core. Further, the LDS recognises that the
majority of new residential development will comprise high density residential fiat buildings
and apartments within mixed use developments, concentrated in and around centres which
provide ready access to retail, office, health, education, leisure, entertainment facilities and
community and personal services.

The development of a high density mixed use development within a mixed use area that is in
close proximity to a wide range of goods, services and employment opportunities will be
consistent with the form and location of residential development encouraged by the LDS.

The LDS notes that the Draft LEP will contain sufficient capacity to accommodate over 6,000
additional dwellings by 2031 in addition to the 1,300 dwellings which were approved since
2004. Therefore the LGA will meet the NSW Government’s housing target of 5,500
additional dwellings between 2004 and 2031. Whilst the current dwelling target for the LGA
may be achieved, this does not mean that the demand for housing in the LGA will be
satisfied. As noted in the Urbis and JBA Reports which accompany the application, housing
affordability continues to be a significant issue in the locality as the demand for new housing
outweighs the supply. The provision of additional housing will assist in reducing the upward
pressure on house prices and will also be offset by other local government areas that have
not been able to meet their dwelling targets.

28

Boston Blyth Fleming Town Planners



ATTACHMENT TO PDSO01 - 18/11/13 Page 53

Planning Proposal — 144-154 Pacific Highway & 18 Berry Street, North Sydney

5.2.2 Is the planning proposal consistent with the local council’s Community Strategic
Plan, or other local strategic plan?

The proposal does not conflict with the provisions of the North Sydney Community Strategic
Plan 2009-2020 particularly the goals, objectives and strategies related to the Built
Environment.

The goals of the Community Strategic Plan related to the built environment are:

e Ensure the long term sustainability of infrastructure and assets.
e Improve mix of land use and quality development.

e Provide effective compliance management

¢ Encourage sustainable transport

e Improve traffic management.

The Planning Proposal seeks to amend the current pianning provisions so that a more
appropriate mix of commercial and residential development can be provided on the site.
The mix of uses proposed is responsive to the large number of commercial developments
that have recently been approved in the North Sydney Centre and other large centres in the
region. The development will be of a high architectural quality, as demonstrated by the
concept plans prepared by Nettleton Tribe which accompany the application.

The Planning Proposal seeks to increase the number of dwellings permitted on the site
through reducing the minimum required non-residential floor space. The Proposal will
therefare ensure that dwellings are provided close to employment oppertunities and close
to a major public transport hub. In this regard, the Planning Proposal supports council’s geal
to encourage sustainable transport and reduce dependency on motor vehicles.

5.2.3 Is the planning proposal consistent with applicable state environmental planning
policies?

The planning proposal is consistent with all relevant State Environmental Planning Policies as
summarised in the following table:

SEPP Comment Consistent

SEPP 32 - Urban | The aims of SEPP 32 are: Yes

Consolidation

(a) to promote the orderly and economic use and
development of land by enabling urban land which is no
longer required for the purpose for which it is currently
zoned or used to be redeveloped for multi-unit housing
and related development, and

(b} to implement a policy of urban consolidation which will
promote the social and economic weifare of the State
and a better environment by enabling:
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(i) the location of housing in areas where there are
existing public infra-structure, transport and
community facilities, and

(i) increased opportunities for people to live in a locality
which is close to employment, leisure and other
opportunities, and

(iii) the reduction in the rate at which land is released for
development on the fringe of existing urban areas.

The objectives of this SEPP are:

{a) to ensure that urban land suitable for multi-unit housing
and related development is made available for that
development in a timely manner, and

(b) to ensure that any redevelopment of urban land for
multi-unit housing and related deveiopment will result in:

(i) an increase in the availability of housing within a
particular locality, or

(i) a greater diversity of housing types within a
particular locality to meet the demand generated by
changing demographic and household needs,

In accordance with clause 6 of this SEPP each Council must
consider whether urban land is suitable for redevelopment
for multi-unit housing and related development in
accordance with the aims and objectives of this Policy and
whether action should be taken to make the land available
for such redevelopment.

The planning proposal will increase the supply of housing in
the local government area and therefore assist in reducing
the downward pressure on house prices in the LGA.  In this
regard, the proposal ensures that land is available for
additional housing in a timely manner.

The site is ideally located for additional residentiai
development in that it is located near public transport,
employment opportunities, educational facilities,
commercial, retail and recreational facilities and is
adequately served by existing infrastructure.  The proposal
will assist in the reducing the demand for development on
the fringe of existing urban land.

SEPP 55 — Remediation
of Land

When carrying out planning functions under the Act
(including undertaking LEP amendments), SEPP 55 requires
that a planning authority must consider the possibility that a
previous land use has caused contamination of the site as
well as the potential risk to health or the environment from
that contamination.

The site has historically been used for commercial purposes
and there is no evidence of contamination. A preliminary
geotechnical report prepared by Douglas Partners
accompanies this submission.

Yes
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SEPP (BASIX) 2004 The aim of this Policy is to encourage sustainable residential | Yes
development.

A BASIX certificate accompanies DA 239/13

3
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5.2.4 Is the planning proposal consistent with applicable Ministerial Directions
(s.117directions)?

The following table summarises the planning proposal’s consistency with applicable
Ministerial Directions:

S.117 Direction No. and Title Comment Consistent
1.1 Business and Industrial | The objectives of this direction are to: Yes
Zones

(a) encourage employment growth in suitable
locations,

(b) protect employment land in business and
industrial zones, and

(c) support the viability of identified strategic
centres.

The 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).

In accordance with this direction a planning proposal
must:

(a) give effect to the objectives of the direction

{b) retain the areas and locations of existing
business and industrial zones,

(c) 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 empioyment
areas are in accordance with a strategy that
is approved by the Director General of the
Department of Planning.

The documentation submitted with the application
indicates there is an oversupply of commercial floor
space in North Sydney to meet current and
projected demand. The minor reduction in non-
residential floor area at this site is more than offset
by the approved supply of commercial floor space in
North Sydney which has exceeded the 200,000m’
LEP threshold.

3.1 Residential Zones The objectives of this direction are: Yes

(a) to encourage a variety and choice of
housing types to provide for existing and
future housing needs,
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(b) to make efficient use of existing
infrastructure and services and ensure that
new housing has appropriate access to
infrastructure and services, and

(c) to minimise the impact of residential
development on the environment and
resource lands.

The direction applies when a relevant planning
authority prepares a planning proposal that will
affect land within:

(a) an existing or proposed residential zone
(including the alteration of any existing
residential zone boundary),

(b) any other zone in which significant
residential development is permitted or
proposed to be permitted.

The direction states that a planning proposal rust:

(a) broaden the choice of building types in the
housing market, and

(b) make more efficient use of infrastructure
and services, and

(c) reduce consumption of land on the fringe,
and

{d) be of good design.

The proposed development increases the supply of
housing in the local area which will reduce the
upward pressure on house prices in the area. This is
particularly important given the lack of affordable
housing in the locality.

The site is also well serviced by existing
infrastructure, including pubiic transpert and is in
close proximity to jobs.

The proposal will provide residential development in
an existing urban area and therefore will result in
minimal impact on the environment.

For the reasons given the planning proposal is
consistent with this direction.

3.4 Integrating land use and
transport

In accordance with this direction planning proposal’s
must be consistent with the aims, objectives and
principles of “Improving Transport Choice” and “The
Right Place for Business and Services” prepared by
DUAP.

The planning proposal is consistent with these

Yes
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documents in  providing  opportunity  for
development of additional dwellings in an area
which is well served by existing public transport

services.

6.3 Site Specific Provisions The objective of this direction is to discourage | Yes
unnecessarily restrictive site specific planning
controls.

The direction applies when a relevant planning
authority prepares a planning proposal that will
allow a particular development to be carried out.

The amendment of the planning controls on the
subject site allows for a more appropriate
development mix to be provided on the site. The
planning proposal does not include any site specific
provisions which will unnecessarily restrict
development on the site.

7.1 Implementation of the | In accordance with this direction planning proposals | Yes
Metropolitan Plan for Sydney | shall be consistent with the Metropolitan Plan for
2036 Sydney 2036.

The proposal’s consistency with the Metropolitan
Plan for Sydney has been addressed in detail in
section 5.2.1 of this report.

5.3 Environmental, Social and Economic impact

5.3.1 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 site is within a densely built up area and does not currently support any natural
vegetation. No critical habitat, threatened species, popuiations, ecological communities or
their habitats will be adversely affected as a result of the proposal.

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

The site is not affected by natural hazards such as land slip, flooding or bushfire hazard. The
management and minimisation of any environmental impacts associated with development
on the site is detailed in the development application submission.

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

The proposed additional residential development in the North Sydney Centre will contribute
to the vitality of the centre and support local businesses within the centre.
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The proposal will increase the number of dwellings that are conveniently located in relation
to employment, public transport and shops and services.

5.4 Section D - State and Commonwealth Interests
5.4.1 Is there adequate public infrastructure for the planning proposal?

The site has convenient access to public transport with bus services operating along the
Pacific Highway and North Sydney train station located in close proximity to the site.

5.4.2 What are the views of State and Commonwealth public authorities consulted in
accordance with the gateway determination?

Relevant public authorities will be consulted following the gateway determination.

6.0 PART 4 - Community Consultation

‘A guide to preparing local environmental plans’ produced by the NSW Department of
Planning sets out the community consultation requirements for planning proposals.

The guide indicates that consultation will be tailored to specific proposals. The exhibition for
low impact planning proposals will generally be 14 days and all other planning proposals will
be 28 days.

Community consultation to be commenced by giving notice of the public exhibition of the
planning proposal in a local newspaper, on the North Sydney Council website and in writing
to adjoining landowners.

The written notice of the planning proposal will:

e Give a brief description of the objectives or intended outcomes of the planning
propoesal;

¢ Indicate the land affected by the planning proposal;

e State where and when the planning proposal can be inspected;

e Give the name and address of the relevant panning authority (North Sydney Council)
for the receipt of submissions; and

e Indicate the last date for submissions.
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7.0

CONCLUSION

The detailed documentation prepared in support of this planning proposal demonstrates
that the proposed reduction in the minimum required non-residential floor space is
reasonable and appropriate given the specific locational characteristics of the site, the
changing built form of the North Sydney centre and the supply and demand for both
commercial and residential floor area in the centre.

The economic studies undertaken by Urbis and JBA demonstrate that the proposed
reduction in non-residential floor area and increase in residential floor area is responsive to
the oversupply of commercial floor area in the North Sydney Centre and the inner north
region generally, and the need for additional residential accommodation to relieve the
upward pressure on house prices in the area.

Whilst the Planning Proposal seeks a reduction in the minimum non-residential floor space
required on the site, a mix of uses will continue to be required on the site, consistent with
the mixed-use zoning of the site. Appendix C to this submission demonstrates that a
development that complies with the amended controls would provide 3 levels of
commercial floor space with frontage to the Pacific Highway and two levels commercial floor
space with frontage to Berry Street.

This report has demonstrated that the planning proposal is consistent with the current
Metropolitan Plan for Sydney, the draft subregional strategies and the draft North Sydney
Local Development Strategy.

For the reasons outlined above in my opinion it wouid be appropriate for North Sydney
Council, as the relevant planning authority, to support the planning proposal.

Ross Fleming

B Urb & Reg. Plan (UNE) MPIA
Director

Boston Biyth Fleming

APPENDICIES

A DA drawings - 154 Pacific Highway — Nettleton Tribe

B “Landuse & Apartment Mix — Commercial and Residential Market Report” — JBA
“Optimising Development Typology in North Sydney” - Urbis

C Residential Floor Space drawings and areas — Nettieton Tribe
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Nurmber

UNIT TYPE_ADAPTABLE UNIT 3
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01/08/2013

4203 DA066

© copyright nettleton fribe parinership pty fid

Page 103

nettletoniiib=




MENT TO PDSO01 - 18/11/13 Page 104 .

THE SHADOW DIAGRAMS SHOV! THE PREDICTET SHADQV¢ EXTENT FOR EXISTIMG AND PROPOSED BUILDINGS.
BASTING BUILDING AND LANDFORM GEOMETRY 1S FROM 3D SURVEY DATA PRODUCED BY THE AV, GROUP USING
THEIR 2009 DATA SET, BUILDINGS CONSTRUCTED AFTER 2049 IS INCLUDED IN THE SHADOW ANALYSIS USING
DEVELOPMENT APPROVAL LRAWINGS CBTAINED FOR THE FOLLOWING SITES:

211223 PACIFIC HIGHWAY

12-16 BERRY 5T

136-112 WALKER ST

100 MOUNT $F

239-247 PACIFIC HIGHWAY

156-158 PACIFIC HIGHWAY

177-199 PACIFC HIGHWAY

77 81 DERRY ST

40 MOLINT ST

ALDITIONAL BEISTING BUILDING AND LANDFORIA GEOMZTRY AROUND DON RAMNK IS INCLUDED FROM SURVEY
PRODUCED BY WHELANS OPERATIONS PTY LTD TITLED PLAN SHOWING DETAIL & LEVELS OF NOYS 144-148 &
ADIOINING PACIFIC HIGHWAY/BERRY ST MORTH SYDNEY DATED 1.2 2004

17-19
BERRY ST

m SHADOW DIAGRAMS 9:00am

Scaie NTS

north sydney s

Norber 4203_DAO070
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THE SHADOW DIAGRAMS SHOW THE PREDICTED SHADOW EXTENT FOR EXISTING AND PROPOSED BUILDINGS.
DIETING SLELDNING AND GEOMETRY I FROM 3D SURVEY DATA PRODUCED BY THE AAM GROUP USING
THER 300P DATA SET. BUILDINGS QONSTRUCTED AFTER 2007 5 INCLUDED IN THE SHADOW ANALYSS LISNG

AFPROIVAL
& IR PACRC HIGHWAY
®  12-16 BERRY 5T
®  136-142 WALKER 5T
= 100 MOUNT ST
& 235-247 PACIFIC HIGHWAY

* 156158 PACIFIC HIGHWAY

®  177-199 PACIFIC HIGHWAY

. 7740 pamy

® 4D MOUNT 57
OATNG

BULDING AND WETRY N BANK IS INCLUDED FROM SURVEY
FRODUCED BY WHEL . Y L0 TTED AL & LEVELS OF NO'S 144-148 &
AQUIINNG PACIFIC HIGHWAY/BERRY 57 NORTH SIDNEY DATED 19.2.2004

17-19 M
BERRY ST 8

w SHADOW DIAGRAMS 9:15am
NTS

ppedighway, north sydney 1203 5A071

Number

nettletont| iz«

© copyright neffleton tribe parmership pty id
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\'H[ HADCW DIAGRAMS SHOW THE PREDICTED SHADOW EXIENT FOR EXISTING AN PROPOSED BUILDINGS.
TING BULDANG AMD LANDFORM GEQRETRY IS FROM OF SURVEY CATA PRODUCED BY THE AAM GROUP USING
THEIR 2009 DATA SIT. BUILDINGS CCNSTRUCTED AFTER 2009 1S INCLUDED IN Telf SRADQYY ANALYSIS USING
DATLOFMENT APPROVAL DRAWINGS CBTANED FOR THE FOLLOWING SMES:

© 214222 PAGIFIC HIGHWAY

w  12-16 BERKY 5T

& 134-142 WALKEK ST

- \00 MOURN ST

- 247 PACIFIC HIGHWAY

199 PACIFIC HIGH\YAY

7-31 BIRRY 5T

* 42 MOUNTSI

ACDITIONAL BUSTING BUILDING AND LANDFORM GEOMETRY ARCUNG DON RANK 13 INCIUTED FROM SURVEY
PRODUCET BY WIELANS OPZRATIONS PTY LTD TALED PLAN SHOWING OFTAIL & LFVELS OF NO 5 144-148 &
ADJOINING PACIFIC HIGHWAY/BERRY ST NORTH SYDMEY DATED 9.2 2004

9 - am, . 2151 fJune

17-19
BERRY ST

me SHADOW DIAGRAMS 9:30am

| F;%Jgjc/‘ ighway, north sydney -

Number 42 03 DA072 nettletont
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:4-50m‘,- 21st ofilune

BERRY ST

MENT TO PDSO01 - 18/11/13

THE SHADOW DIAGRAMS SHOW THE PKEDICTED SHADOW EXTENT FOR EXSTING AND PROPOSED BUILDINGS,
BOSTING BUILLING AMD LANDFORM GEOMETRY IS FROM 3D SLIRVEY DATA PRODUCED BY THE AAM GROUP USING
THEIR 2009 DATA SET. BULDINGS CONSTRUCTED AFTER 2009 1S INCIUDEE IN THE SHADOW ANALYSIS USING
UEVE{ OFMENT APPROVAL DRAWINGS OBTAINED FOP. THE FOLLOVANG SITES:
*  201-223 PAGIFIC HIGHWAY
1216 BERRY 57
e 13¢-142 WAIKER ST

106 MOUNT ST

236-247 BACIIC HIGHWAT
©  156-158 PACIFIC HIGHWAY
e 177-199 PACIFIC FIGHWAY
77.91 BERRY 5T
e 4OMOUNT ST
ADLXTIONAL FAISTING BUILDIMG ANC LANZFORM GEOMETRY ARQUND DON BANK. IS INCLUDED FROM SURVEY
PRODUCED BY WIHELANS OFERATIONS PTY LD TITLED BLAN SHOWING DETAIL & LEVELS OF NO'S 144-148 &
ADIGINING PACIFIC HIGHWAY/BERRY ST NORTH SYDNEY DATED 19.2.2004

@u@cﬂbighwcy, north sydney

 SHADOW DIAGRAMS 9:45am

Scalz

Date

Norber 4203_DA073

© copyright nettletor; fribe partnership phy Itd
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THE SHADOW DIAGRAMS SHOW THE PREDICTED SHADOW EXTENT FOR EXISTING AND FROPOSED BUILDINGS,
BASTING BUILDING AND LANDFORM GEOMETRY 15 FROM 3D SURVEY DATA PRODUCED BY THEMM GROUP USING
THEIR 2009 DATA SET, BLILDINGS CONSTRUCTED AFTER 2009 {5 INCLUDED IN THE SHADOW ANAL

DEVELOPMENT APPROVAL DRAWINGS OBTAINED FOR THE FOLLOWING SITES:
21)-223 PACIFIC HIGHWAY

.
® 40 OUNT ST

ADDITIONAL EXISTING BUILDING AND LANDFORM GEOMETRY AROUND DON BANK i5 INCLUDED FROM
PRODUCED BY WHELANS OPERATICONS FTY LTD TITLED FLAN SHOWING DETAIL & LEVELS OF NO'S 144-148 &
ADJOINING PACTFICC HIGHWAY/BERRY 5T NORTH SYDNEY DATED 19.2.2004

| ﬂ"ﬁ@ighwayl north sydney

e  SHADOW DIAGRAMS 10:00am

Seals

NTS

Date 01/08/2013

e _ 4203 _DA074

ight nettieton fribe p

ip ply Hd
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THE SIADOW. . ™0 SOENT AN PROPOSED SUE

FRCM THE, s

THER 2007 DATA SET, BULDONGS CONSTRUCTED AFTER 2009 15 INCLUIOED N THE SHADOW ANALYSS USING
PTROVAL DRAWINGS OTAINED FOR THE FOUOWING SITES:

¥ TF LTR TITLED LLEVELS OF NOS 144-1488
ADCNENG PMOFC HEGHWAY/ BT ST RORTH STONEY DATED 19.2.2004

OVERSHADOWING
TO 17-19 BERRY ST
ENDS AT 10:20am

w SHADOW DIAGRAMS 10:15am
NTS

Mpighway, north sydney

© copyright neftleton fribe partnership ply Itd
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THE SHADOW DIAGRAMS SHOW THE PREDICTED SHADOW EXTENT FOR EXISTING AND PROPOSED BUILDINGS.
EXISTING BULDING AND LANDFORM GEOMETRY IS FROM 3D SURVEY DATA FRODUCED BY THE AAM GROUP USING
THEIR 2009 DATA, SET. BUILDINGS CONSTRUCTED AFTER 2009 IS INCLUDED IN THE SHADOW ANALYSE USING
DEVELOPMENT APPROVAL DRAWINGS OBTAINED FOR THE FOLLOWING S{TES:

HGHWAY

ADOITICHNAL EFSTING BUILDOIC AND) LANTFORY, GECMETICY ARCUND DON BANK IS INCLUIDED FROM SURVEY
PRODUCED BY WHELANS OPERATIONS PTY LTD TITLED PLAN SHOWING DETAIL & LEVELS CF NOS 144-148 &
ADJOINING PACIFIC HIGHWAY/BERRY ST NORTH SYDNEY DATED 19.2.2004

w  SHADOW DIAGRAMS 10:30am
NTS

I * 5 4 Ig hwoy, n o rll.h SYd n ey E‘:figr 4203 [;1030/2702 \ nettletoninibe

© copyright nettlaton Tibe partnership phy Itd
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THL SHADOW DIAGRAMS SHOW THE PREDICTED SHADOW EXTENT FOR EXISTING AND PROPOSED BUILDINGS,
EXISTING BUILDING AND LANDFORM GEOMETRY (€ FROM 30 SURVEY DATA PRODUCED BY THE AAM GROUF USING
THEIR 2009 DATA 5ET, BURDINGS CONSTRUCTED AFTER 2039 15 INCLUCED: IN THE SHADOW ANALYSIS USING
DEVELOPMENT AFPROVAL DRAWINGS OBTAINED FOR T:1Z FOLLOWING SITES|
211723 PACIFIC HIGHWAY
T30 fEREY 5T
T36-142 WALCER ST
10G MOUNT ST
9-247 PACIFIC HIZHWAY
8 PACIFIC HIGHWAY
199 PACIFIC HIGHWAY
61 DERRY 3T

.
.
-
.
-
-
-
-

A0 MCHANT 5T
ADDITIONAL EXISTING BUILDING AND LANDFORM GECMETRY ARCUND DON BANK /5 INCLUDED FROM SURVEY
PROCUCED BY WHELANS CPERATIOMS PTY LTD ITILED 'PLAN SHOWING DETAIL & LEVELS OF NOS 144-148 &
ADIOINING FACIFIC HIGHWAY/BERRY ST NORTH SYDNIY DATED 19 2,2004

SHADOW DIAGRAMS 10:45am

I P ﬁcﬁgplg hway, north sydney

2013 - 3:45pm P:\4203\4203 DAD? 7wy

Number 4203 DA077 nettl

© copyright netticion fribe partnership pty Itd
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+ATTACHMENT TO PDSO01 - 18/11/13 Page 112

THE SHADOW DIAGRAMS SHOW THE PREDICTED SHADOW EXTENT FOR EXSTING AND PROPOSED BUILDINGS,
EXISTING BUILDING AN LANCFORM GEOMETRY IS FROM 3D SURVEY DATA PRODUCED BY THE AAM GROUP USING
THEIR 2009 DATA SET. BUILDINGS CONSTRUCTED AFTER 2009 1S INCLUDED IN THE SHADOW ANALYSIS USING
DEVE.OFMENT AFPPROVAL DRAWINGS OQHTAINED FOR THE FOLLOWING STTES;

Tl 1-223 PACIRC HIGHWAY

LUDED FOM SLRVEY
Y WHILANS LTD TITLED PLAN SHOWMG DETAR & LEVILS OF NOTE 144-1488
ADICHNING PACIFY s DWTED 19 23004

;;IJ ;‘43|ghwoy, north sydney

THe SHADOW DIAGRAMS 11 OOam

::: 01/08/2013
Number 4203 DA078 nettietontiituz

(] ight nefilafon fribe
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THE IREDIC BN BEING A
‘ Iul.nw LANDRCRM (EOMETEY T EY
. THESR 200p DATA 557, BUELDINGS COASTRUICTID AFTER 2009 1§ BNCLUDED N THE WM NG
DMLomENr APPROVAL DRAWINGS OBTAINED FOR THE FOLLOWING SITES:
11,223 PACSIC HEIHWAY
1216 BERKY 5T
138142 WALKER 5T
190 MOUST 5T
TIP24T PACTIC HIGHWAY
156158 FACEIC HRGHWAY
127199 PACIIC HIGHWAY
7781 BERRY 5T
40 MOUNT 5T
AR DX BANK 1S INCLUDED FROM SURVEY
PRODUCED BT WHELANS FTY LTD TITLEDY PLAN SHON &LEVES OFNOS 144-148 &
e T NORTH. DATED 1920004

\ OVERSHADOWING
TO DON BANK

—_)

_—-—

| STARTS AT 11:15

g = ‘ & ENDS AT 11:25pm
- f (1 0 MIN.)

E mwe SHADOW DIAGRAMS 11: 15c|m

[115(4 hway, north sydney = .-

e I Date 1/08/2013

_%‘ g ! Number 4203 DA079 nettletontiite
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o —

THE SHADOW DIAGRAMS SHOW THE PREDICTED SHADOW EXTENT FOR EXISTING AND PROPCSED BUILDINGS.

EXSTING BUILDING AND LANDFCIRM GEQMETRY IS FROM 3D SURVEY DATA PRODUCED BY THE AAM GROUP USING

THEIR 2005 DATA SET, BUILDINGS CONSTRLICTER AETER 2009 15 INCLUDED N THE SHADOW ANALYSIS USING

DEVElOPMENTAFFlOVM. DRAWINGS OBTAINED FOR THE ROLLOWING.! 3

211223 PACIFIC HIGHWAY

&  32-16 BERRY ST

o 136142 WALKER ST

100 MOUNT ST

®  239.247 PACIFIC HIGHWAY

5 156158 PACIFIC HIGHWAY

o 177-199 PACHIC HIGHWAY

I = 7781 BERRYST

40 MGUNT ST

BTG

. : MAlDG ARCUEND DON BN 5 INCLUDED FROM SURVEY
T mopucroer weews &UEVES O O 144-1488,
t mmmvmnmmmmwm

£

g Tils SHADOW DIAGRAMS 11 300m

6':54) hway, north sydney - ovonr

& I Dats 1 1

% g ! Nurmber 429"9mm|2A082" nettletonlrite
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l TESOON ey s

PROUUCED Y WHELANS CFERATICNS 7Y LTD 71T

'OF NOS 144-148 &

nr
' ABICMNG PAFIC HIGHWAN/SERT ST NORTH SYDNEY DATED 19.2.5504

|45

;43ig hway, north sydney -

Number

we  SHADOW DIAGRAMS 11:45am
NTS

01/08/2013

4203_DAO081
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’ 0L DCM BANK IS INCLUDED SURVEY
- TY LTD TITLED TLAN & LEVELS OF NO'S 144-148 4
] o) DATED 19.2.200¢

OVERSHADOWING
TO DON BANCK
STARTS AT 11:50

/\ =t \ ' ﬂ#\

Tae SHADOW DIAGRAMS 12: 00pm
Iqlﬁﬂnlghwoy, north sydney = s

Numbar 4203 DA082 nettletoninbe

ight nettlaton friba p
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ATTACHMENT TO PDSO01 - 18/11/13

THE SHADCW DUAGRAMS SHOW THE EXTENT
A

THEIR 2005 BATA 3T

> YCLUDED N
& WSS DETANED FOR THE FOLLOWING SITES:

.
ADDITIONAL EISTING BUILDING AND LANDFORM GEOMETRY AROUND DON BANK IS INCLUDED FROM SURVEY
PRODUCED BY WHELANS OPERATIONS PTY LTD TITLED PLAN SHOWING DETAIL & LEVELS OF NO'S 144-140 &

ADJOINING PACIFIC HIGHWAY/BERRY ST NORTH SYONEY DATED 19.2.2004

ighway, north sydney

Scale
Oate

Numbar

mw  SHADOW DIAGRAMS 12:15pm
NTS

01/08/2013

4203_DA083

© copyright nattleton fribe parinership pty itd
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2;00pm‘, 21 sf_orJu‘ne o

THE SHADQW DIAGRAMS SHOW THE PREDICTED SHADOW EXTENT FOR EXISTING AND FROPOSED BUILDINGS.

:00pm, 21st of June m&mxwﬁmmﬁammmmawmwm

CEVELCMAINT APPRCHIAL

= 200223 FACIC HIGHWAY
® 1206 BERRY ST

. :u-lumunil

= 100 MOUNT 5T

. 239 247 PACIFIC HIGHWAY
= 156158 PACTFIC HIGHWAY
= 177-199 PACIFIC HIGHWAY
= 7781 BERRY ST
40 MOUNT ST
ADDITIONAL EXISTING BUILDING AND LANDFORM GEOMETRY AROUND DON BANK 15 INCLUDED FROM SURVEY
PRODUCED BY WHELANS OPERATIONS PTY LTD THTLED PLAN SHOWING DETAIL & LEVELS OF NO'S 144-148 &
ADJOINING PACIFIC HIGHWAY/BERRY ST NORTH SYONEY DATED 1922004

I ﬁlﬁﬁighwoy, north sydney

e SHADOW DIAGRAMS 12:30pm -3:00pm
Scale NTS
Data 01/08/2013

Number 42 03 DA084 nettletontrioe

ight nettleton fribe ip pty d
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203_DAD%0.

®Aug 01, 2013 - 3:38pm PAIZOI

CRCEONCEORS

FINISHES LEGEND

CONCRETE STAINED WHITE

TIMBER 'LOOK' BLADES

ALUMINIUM POWDERCOATED, DARK GREY

{WINDOW FRAME/ SCREEN)

GENERAL GLAZING, GREY

GLAZED BALUSTRADE, CLEAR

GLAZED PODIUM WINTERGARDEN CLEAR

ATTACHMENT TO PDSO01 - 18/11/13 Page 119

®

@

PERSPECTIVE - LOOKING UP BERRY ST

Tile FINISHES BOARD
Scalz NTS
Date 01/08/2013

Numbar 4203 DA090 netiletoninios
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AREA SCHEDULE

154 PACIFIC HIGHWAY NORTH SYDNEY

JATE: 24.07.2013
OB NO. 4203

T ToiAL
| STORAGE m"
10.3
13.6
10.6 1
12.1
12.1
10.3
10.3
11.1
12.0
12.0
16.4
12.0
s 11.1
314 st 38 10.7 48.7 5.4 5.6 11.0
315 st 44.1 8.4 52.5 5.45 5.6 11.1
316 st 44.1 8.4 52.5 5.45 5.6 11.1
401 st 40 8.4 48.4 4.7 5.6 10.3
402 1B+S 84.6 11.7 96.3 8 5.6 13.6
403 2B+S 98.4 225 120.9 5 5.6 10.6 1
404  1B+S 67.7 12.1 79.8 6.5 5.6 121
405  1B+S 71.1 12.1 83.2 6.5 5.6 121
406 st 413 8.7 50 4.7 5.6 10.3
407 st 413 9.7 51 47 5.6 10.3
408 st 48.3 10.7 59 5.5 5.6 11.1
409 1B 53.7 10.7 64.4 6.35 5.6 12.0
410 18 53.7 10.7 64.4 6.35 5.6 12.0
411 184S 84.6 9.7 94.3 10.8 5.6 16.4
412 1B 53.7 10.7 64.4 6.35 56 12.0
413 st 44.1 8.4 52,5 5.45 5.6 111
114 st 38 10.7 48.7 5.4 5.6 11.0
415 st 44.1 8.4 52.5 5.45 5.6 11.1
SRR 416 st 44.1 8.4 52.5 5.45 5.6 11.1
g 501 st 40 8.4 48.4 4.7 5.6 10.3
L 502 1B+S 84.6 11.7 96.3 8 5.6 13.6
503 28 80.7 40.7 121.4 5.5 5.6 11.1 1
504 18 49.5 333 82.8 5.2 5.6 10.8
505 1B 495 37 86.5 5.2 5.6 10.8
506 2B 74.3 61.5 135.8 55 5.6 11.1 1
3 507 1B 49.4 15.7 65.1 5.2 5.6 10.8
o 508 1B 49.4 15.7 65.1 5.2 5.6 10.8
509  1B+S 84.6 9.7 94.3 10.8 5.6 16.4 1
Esizaes 510 1B 49.4 15.7 65.1 5.2 5.6 10.8
511 st 441 8.4 52.5 5.45 5.5 111
512 st 36.4 11.8 48.2 5.4 5.6 11.0
513 st 44.1 8.4 52.5 5.45 5.6 11.1
514 st a4.1 8.4 525 5.45 5.6 11.1

1/4



40

8.4

48.4

47

5.6

84.6 11.7 96.3 8 5.6 13.6 1
80.6 14.6 95.2 55 5.6 111 1
53.6 10.7 64.3 6.35 5.6 12.0 1
53.6 10.7 64.3 6.35 5.6 12.0 1
88.2 26.4 114.6 6.25 5.6 11.9 1
53.6 10.7 64.3 6.35 5.6 12.0 1
53.6 10.7 64.3 6.35 5.6 12.0 1

609 1B+S 84.6 9.7 94.3 10.8 5.6 16.4 1

610 1B 53.7 10.7 64.4 6.35 56 12.0 1

611 st 44 8.4 52.4 5.45 5.6 11.1

612 st 38 10.1 48.1 5.4 5.6 11.0

613 st 44 84 52.4 5.45 5.6 111

614 st 44 8.4 52.4 5.45 5.6 11.1

701 st 40 8.4 48.4 4.7 5.6 10.3

702 1B+S 84.6 11.7 96.3 8 5.6 13.6 1

703 2B 80.6 14.6 95.2 5.5 5.6 11.1 1

704 18 53.6 10.7 64.3 6.35 5.6 12.0 1

705 1B 53.6 10.7 64.3 6.35 56 12.0 1

706 2B 88.2 26.4 114.6 6.25 5.6 11.9 1

707 1B 53.6 10.7 64.3 6.35 5.6 12.0 1

708 1B 53.6 10.7 64.3 6.35 5.6 12.0 1

709 1B+S 84.6 9.7 943 10.8 5.6 16.4 1

710 1B 53.7 10.7 64.4 6.35 5.6 12.0 1

711 st 44 84 52.4 5.45 5.6 111

712 st 38 10.1 48.1 5.4 5.6 11,0

713 st 44 8.4 524 5.45 5.6 111

714 st 44 8.4 52.4 5.45 5.6 11.1

801 st 40 8.4 48.4 4.7 5.6 10.3

802 1B+5 84.6 11.7 96.3 8 56 13.6 1

803 2B 80.6 14.6 95.2 5.5 5.6 11.1 1

804 1B 53.6 10.7 64.3 6.35 5.6 12.0 1

805 1B 53.6 10.7 64.3 6.35 5.6 120 1

806 2B 88.2 26.4 114.6 6.25 5.6 i1.9 1

807 1B 53.6 10.7 64.3 6.35 5.6 12.0 1

808 iB 53.6 10.7 64.3 6.35 56 12.0 1

809 1B+S 84.6 9.7 94.3 10.8 5.6 16.4 1

810 1B 53.7 10.7 64.4 6.35 5.6 12.0 1

811 st 44 8.4 52.4 5.45 5.6 111

812 st 38 10.1 48.1 5.4 5.6 11.0

813 st 44 8.4 52.4 5.45 5.6 111

814 st 44 8.4 52.4 5.45 5.6 11.1

901 st 40 8.4 48.4 4.7 5.6 10.3

902 1B+S 84.6 11.7 96.3 8 5.6 13.6 1

903 2B 80.6 14.6 95.2 5.5 5.6 111 1

204 1B 53.6 10.7 64.3 6.35 5.6 12.0 1

905 1B 53.6 10.7 64.3 6.35 5.6 12.0 1

906 28 88.2 26.4 114.6 6.25 5.6 119 1

907 1B 53.6 10.7 64.3 6.35 5.6 12.0 1

908 1B 53.6 10.7 64.3 6.35 5.6 12.0 1

909 1B+S 84.6 9.7 94.3 10.8 5.6 16.4 1

910 1B 53.7 10.7 64.4 6.35 5.6 12.0 1

911 st 44 84 524 5.45 5.6 111

912 st 38 10.1 48.1 5.4 5.6 11.0

913 st 44 8.4 524 5.45 5.6 111

914 st 44 8.4 52.4 5.45 5.6 111
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11.7 96.3 13.6 1
14.6 95.2 5.5 5.6 11.1 1
10.7 64.3 6.35 5.6 12.0 1
10.7 64.3 6.35 5.6 12.0 1
26.4 114.6 6.25 5.6 11.9 1
10.7 64.3 6.35 5.6 12.0 1
- 1008 1B 53.6 10.7 64.3 6.35 5.6 12.0 |
. 1009  1B+S 84.6 9.7 94.3 10.8 5.6 16.4 1
1010 1B 53.7 10.7 64.4 6.35 5.6 12.0 1

1011 st 44 8.4 52.4 5.45 5.6 11.1

1012 st 38 10.1 48.1 5.4 5.6 11.0

1013 st 44 8.4 52.4 5.45 5.6 11.1

1014 st 44 8.4 52.4 5.45 5.6 11.1
1101 1B 87.3 339 121.2 6 5.6 11.6 1
1102 2B 80.5 14.6 95.1 5.5 5.6 11.1 1
1103 1B 53.6 10.7 64.3 6.35 5.6 12.0 1
1104 1B 53.6 10.7 64.3 6.35 5.6 12.0 1
1105 2B 88.2 16.4 104.6 6.25 5.6 11.9 1
1106 1B 53.6 10.7 64.3 6.35 5.6 12.0 1
| 1107 1B 53.6 10.7 64.3 6.35 5.6 12.0 1
. 1108  1B+S 84.6 9.7 94.3 10.8 5.6 16.4 1
1109 1B 53.6 10.7 64.3 6.35 5.6 12.0 1

1110 st a4 8.4 52.4 5.45 5.6 11.1

{ 1111 st 38 10.1 48.1 5.4 5.6 11.0

: 1112 st 44 8.4 52.4 5.45 5.6 11.1

1113 st 44 8.4 52.4 5.45 5.6 11.1
1201 2B 87.3 15.1 102.4 6 5.6 11.6 1
1202 28 80.5 14.6 95.1 5.5 5.6 11.1 1
1203 18 53.6 10.7 64.3 6.35 5.6 12.0 1
1204 1B 53.6 10.7 64.3 6.35 5.6 12.0 1
1205 2B 88.2 26.4 114.6 6.25 5.6 11.9 1
1206 1B4S 65.5 12 77.5 9 5.6 14.6 1
1207 2B 80 25.7 105.7 5.25 5.6 10.9 1
1208 2B 78.4 13.3 91.7 6.25 5.6 11.9 1
. 1301 28 87.3 15.1 102.4 6 5.6 11.6 1
1302 2B 80.5 14.6 95.1 5.5 5.6 11.1 1
1303 1B 53.6 10.7 64.3 6.35 5.6 12.0 1
. 1304 1B 53.6 10.7 64.3 6.35 5.6 12.0 1
; S 1305 2B 88.2 26.4 114.6 6.25 5.6 11.9 1
S0 1306 184S 65.5 12 77.5 9 5.6 14.6 1
SSS 1307 2B 80 25.7 105.7 5.25 5.6 10.9 1
SEe 1308 2B 78.4 13.3 91.7 6.25 5.6 119 1
14 @ 1401 28 87.3 15.1 102.4 6 5.6 11.6 1
S 1402 28 80.5 14.6 95.1 5.5 5.6 11.1 1
WiEsss 1403 1B 53.6 10.7 64.3 6.35 5.6 12.0 1
L 1404 1B 53.6 10.7 64.3 6.35 5.6 12.0 1
% 1405 2B 88.2 26.4 114.6 6.25 5.6 11.9 1
%‘{_Af‘-& 1406  1B+S 65.5 12 77.5 9 5.6 14.6 1
ESaE 1407 2B 80 25.7 105.7 5.25 5.6 10.9 1
SEoeeE 1408 2B 78.4 13.3 91.7 6.25 56 11.9 1
1501 2B 87.3 15.1 102.4 6 5.6 11.6 1
1502 2B 80.5 14.6 95.1 5.5 5.6 11.1 1
1503 1B 53.6 10.7 64.3 6.35 5.6 12.0 1
-~ 1504 1B 53.6 10.7 64.3 6.35 5.6 12.0 1
- 1505 2B 88.2 26.4 114.6 6.25 5.6 11.9 1
. 1506  1B+S 65.5 12 77.5 9 5.6 14.6 1
-~ 1507 2B 80 25.7 105.7 5.25 5.6 10.9 1
1508 28 78.4 133 91.7 6.25 5.6 11.9 1
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144 - 154 PACIFIC HIGHWAY & 18 BERRY STREET, NORTH SYDNEY

Non-residential FSR calculations

Site Area: 144-148 Pacific Highway: 540.70 m?
150 Pacific Highway: 246.60 m?
154 Pacific Highway: 382.30 m?
18 Berry Street: 512.20 m?
1,681.80 m?
3uilding Area: Basement 1 22.20 m?
Ground 573.00 m?
Level 1 845.00 m?
Level 2 984.00 m?
2,424.20 m?
LEP 2001 Controls
144-148 Pacific Highway: 3:1
150 Pacific Highway: 31
154 Pacific Highway: 3:1
18 Berry Street: 3:1

EP 2013 Controls

144-148 Pacific Highway: 311
150 Pacific Highway: 3:1
154 Pacific Highway: 3:1
18 Berry Street: 0.5:1
FSR Provided:

less:-

18 Berry Street FSR allocation @ 0:5:1:
144-150 Pacific Highway FSR allocation:

144-150 Pacific Highway site area:
FSR on Pacific Highway sites:

Strand Estates Pty Ltd Page 1

Required FSR
1,622.10
739.80
1,146.90

1,536.60

5,045.40

Required FSR
1,622.10
739.80
1,146.90
256.10

3,764.90

2,424.20

256.10

2,168.10

1,169.60
1.85

Provided

2,424.20

Provided

2,424.20

FSR

144

FSR

1.44

11/10/13...3:25 PM
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APPENDIX B

Letter of 19 August 2013
Pikes & Verekers Lawyers
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Level 2 Postal address: T 02 9262 6188 E info@pvlaw.com.au
50 King Street  GPQ Box 164 F 029262 6175 Wwww.pvlaw.cam.av
Sydney 2000 Sydney 2001 DX 521 Sydney  ABN 77 357 538 421 C‘ 1

PIKES&« VEREKERS
16 August 2013 LAWYERS

The General Manager
North Sydney Council

PO Box 12

NORTH SYDNEY NSW 2059

Dear Ms Holloway

PLANNING PROPOSAL TO VARY NON-RESIDENTIAL FSR CONTROL
144-154 PACIFIC HIGHWAY AND 18 BERRY STREET, NORTH SYDNEY
Ovurref JRP:130232

Background

We are instructed by Strand Estates Pty Ltd in respect of a Development Application
(“the DA") lodged with North Sydney Council ("Council") seeking demolition of
existing structures and erection of a 24 storey mixed use building at the comer of
Berry Street and the Pacific Highway, being 18 Berry Street and 144-154 Pacific
Highway, North Sydney (“the land"). The DA is to be determined by the Sydney East
Region Joint Planning Panel ("the JRPP") pursuant to section 23G of and clause 3 of
Schedule 4A to the Environmental Planning and Assessment Act 1979 (“the Act"), in
conjunction with clause 20 of State Environmental Planning Policy {State and
Regional Development) 2011.

The DA will fall for consideration under the terms of both North Sydney Local
Environmental Plan 2013 {“NSLEP2013") and North Sydney Local Environmental Plan
2001 {“NSLEP2001") by dint of clause 1.8A of NSLEP2013 and section 79C(1}(a}{i) and
(i) of the Act. The site is zoned Mixed Use under both instruments.

Under bofh NSLEP2001 (cl 31) and NSLEP2013 (cl4.4A) the land is subject to a non-
residential floor space ratio ("FSR") control specifying a range within which the non-
residential FSR must fall, being 3:1-4:1. The exception to this is that portion of the site
known as 18 Berry St, which has a minimum non-residential FSR control of 0.5:1 and
no maximum under NSLEP2013 (under NSLEP2001, 18 Bermry Street has a minimum of
3:1 and maximum of 4:1).

It is also noted that a significant portion of the site (18 Berry St and 144-150 Pacific
Highway) benefits from an existing development consent granted by the Land and
Environment Court in January 2013 (“the Court Consent”}. The Court Consent
approved a mixed use development to a maximum RL of 156, with an overall non
residential FSR of 2.65:1. In the final hearing Council did not raise a concern with the
reduction in non-residential FSR, which was enabled by an objection pursuant to
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State Environmental Planning Policy No. 1 - Development Standards. A similar
objection has been prepared for the current DA.

Executive Summary

At the invitation of both Council and the Department of Planning and Infrastructure
(“the Department") the Applicant has prepared the enclosed Planning Proposal
and supporting documentation seeking a reduction in the minimum non-residential
FSR requirement to 1:1 across the site (a slight increase for 18 Berry St under
NSLEP2013), with no maximum.

Having regard to Council’s request for a planning proposal and the opportunity to
consider the controls applicable 1o the site to be considered through the prism of a
development application (see Council's Post Exhibition Report on the [then)] Draft
North Sydney Local Environmental Plan, prepared 4 July 2011), it is requested that
this planning proposal be considered in close conjunction with the DA, and that the
two travel together. Itis considered that the SEPP 1 objection lodged with the DA
will enable the JRPP to approve the DA despite the non-compliance with the non-
residential FSR control, particularly when regard is had to this planning proposal, and
the reasoning underpinning both that objection and this planning proposal is
generdlly the same. Nevertheless some degree of certainty in the progress of this
planning proposal would be of utility in considering the DA.

The Planning Proposal complies with the relevant Local Environmental Plan making
provisions under the Act and is consistent with the Department's A Guide to
Preparing Planning Proposals” and "A Guide to Preparing Local Environmental
Plans." It is unlikely to result in adverse impacts on the environment or the wider
community and is likely to result in improved community outcomes. The Planning
Proposal is compatible with surrounding land uses and if progressed will bring the
subject site into closer alignment with those land uses, both current and future. The
Planning Propasal is supported by detailed planning and economic studies clearly
demonstrating the benefits of the change sought.

The current controls represent an cnerous and unviable land use mix that is contrary
to the objectives of the relevant planning instruments and the respective mixed use
zones. Enforcing the control will limit the provision of much needed residential
accommodation on the fringes of the North Sydney CBD, in particular more
affordable accommodation. The controls will result in a further oversupply of
commercidl space in an already high-supply/limited-demand commercial market,
and locates that commercial space away from the core CBD area where future
demand, if any, will be highest.

Council has reduced the non-residential FSR limits for other mixed use zoned land in
the CBD fringe on similar grounds, and these reductions are reflected in NSLEP2013.
The same approach ought be taken on the subject site, particularly when regard is
had to the specific non-residential FSR reductions on land immediately adjoining the
site to the west along Berry St (including that part of the site comprised of 18 Bemry St)
and to the north along the Pacific Highway. Whilst the significance of corner sites

z\affinity_documents\strand\130232\pjrp_jrp_009.docx
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generally is acknowledged, this is not sufficient to justify a é-fold increase in non-
residential FSR compared to the immediately adjoining land, especially when regard
is had to the zone objectives and the demand for residential and commercial space
in the North Sydney Centre. The DA involves a non-residential FSR of 1.86:1 across
the Pacific Highway sites, almost four times that of the neighbouring sites. To the
extent that a corner site may be said to warrant emphaisis by provision of additional
commercial floor space, the DA clearly achieves this in its context.

Request for Preparation of Planning Proposal

The Applicant made very detailed submissions to both Council and the Department
on the terms of NSLEP2013 when that instrument was still in draft, with a particular
focus on the non-residential FSR controls applicable the land. Those submissions, in a
similar fashion to this Planning Proposal, drew attention to, inter dlia, the physical
constraints of the land, the weak commercial market and Council’s reduction of the
non-residential FSR requirement of other similarly zoned and located land within the
North Sydney Centre.

Both the Department and Council expressed a reluctance to make further changes
to the draft planning instrument, but instead invited the Applicant to submit a
planning proposal to enable consideration of the issues raised (Council in its Post
Exhibition Report of 4 July 2011 and the Department by way of letter dated 1 July
2013).

It is noted with respect to the submission to Council that the question of height was
also raised. This was subsequently resolved in the Court Consent, with the building
approved at an RL of 156. Council's response to the Applicant's submission
acknowledged the concerns raised regarding commercial and residential demand,
and noted the Council's desire to consider the constraints of the site through the
prism of a development application. The development application has now been
made, and a copy accompanies this planning proposal.

The Department was generally supportive of the Applicant's position and made the
following comments:

I note your request for the Department to consider making a post
exhibition change to the draft LEP's non-residential floor space ratio
controls as they apply to your client's land in North Sydney. While |
appreciate the arguments you have put forward in support of this
request, the draft LEP is within the final stages of plan making and a
post exhibition change at this advanced stage is not supported.

I understand that there have been a number of cases where North
Sydney Council, through & planning proposal, has amended the non-
residential floor space ratio controls to 0.5:1 for land in North Sydney. A
planning proposal is the best means to pursue an amendment to the
non-residential floor space ratio provisions for your client's land. As
such | encourage your client to continue 10 liaise with North Sydney

z:\affinity_documents\strand\130232\pjrp_jrp_009.docx
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Council to progress this matter based on the evidence you have
presented.

This planning proposal is made with the encouragement of both Council and the
Department.

LEP and Zone Objectives

As NSLEP2013 has been drafted so as to effect, in general terms, a rol-over of the
provisions of NSLEP2001, the LEP aims and zone objectives are in similar terms. For
present purposes it is sufficient to note that the instruments and zones, amongst
other things, aim to:

(@)  provide for anincrease in dwelling stock where appropriate, including in the
North Sydney Centire, and including affordable housing;

(b}  maintain commercial space, but to allow up to an additional 250,000m2
commercial floor space in the North Sydney Centre;

{c)  maintain a diversity of uses, and allow mixed use buildings with non-residential
space at lower levels {resulting in active street frontages);

(d)  maintain North Sydney Centre's status as a major commercial centre; and

(e) promote high qudiity urban environments and residential amenity.

Having regard to the reports accompanying this planning proposal it is readily
apparent that the reduction in non-residential FSR sought is generally consistent with
these objectives.

Certainly the proposed decredse in non-residential FSR, and commensurate
increase in residential FSR, increases dwelling stock desperately needed in the North
Sydney Centre. We note the conclusion of the URBIS Report of July 2011, forming
part of the Planning Proposal, entitted Optimising Development Typology in North
Sydney {“the July 2011 URBIS report"):

Our andlysis of the residential market demonsirates thaf there is an
undersupply of residential apartments, particularly smaller apartments.

Given that the current residential apartment supply line is dominated
by presfige stock, this undersupply of smaller, more affordable
apartments will confinue for the foreseeable future."

We dlso note the comment of JBA Urban Planning Consultants in their July 2013
report in support of the DA and this planning proposal, Land Use and Apartment Mix:
Commercial and Residential Market Report (“the July 2013 JBA report”):

The buyer profite identified is likely to demand dwelling types which suit
their needs and expectations of the area, namely:

2:\aflinity_documents\strand\130232\pjrp_jrp_009.docx
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o smaller aparfments suiting lone person and couple households;
o affordable apartments which are within the relevant price
constraints; and
o well-designed apartments which offer convenience and
functiondlity...

Of particular note is that the floor space which would be given over to hon-
residential development if the 3:1 minimum required by NSLEP2001 was enforced
would be levels 3, 4 and possibly 5 of the development. it is expected that
commercial space be at the lower levels of the building (correctly from a planning
and residential amenity perspective), and the ground floor as well as levels 1 and 2
are dlready given over to commercial space. The difference in non-residential floor
space between what is proposed by the DA and the requirements of the control is in
the order of 2600m?, which equates to between 2 and 3 floors of the development.
These floor space calculations have been camied out by Nettleton Tribe Architects
and are attached to this letter.

The most affordable units in the proposed development are those on levels 3 to 5,
having regard not only to their configuration, but also their outlook. These levels
comprise X studio apartments (16 of which are on levels 3 and 4), 21 x 1BR
apartments (14 of which are on levels 3 and 4) and 4 x 2 BR apartments.

Those affordable units cannot be reclaimed simply by pushing the development
higher to accommodate the non-residential floor space. The proposed
development is at the height acknowledged by the Court as within the
contemplation of the current controls. Even within the current envelope, pushing
these units higher up the building, with a commensurate increase in desirability from
the improved oullook, will reduce their affordability.

Adherence to the current non-residential FSR controls, for this or any other
development on the site, will, when regard is had to the inherent conflict between
lower level (and hence more affordable) residential accommodation and lower
level commercial space, seriously undermine the residential objectives of the
planning instruments and mixed use zones.

At the same time, a move away from the current non-residential FSR controls for this
site, will, when regard is had to the commercial market (discussed below}, have little
impact on the achievement of the commercial objectives of the planning
instruments or mixed use zones. The market will determine whether those objectives
are achieved, and whether further commercial floor space is provided on this site
will not have any bearing on that outcome.

The proposed 1:1 non-residenfial FSR does, however, ensure that the objectives for a
diversity of uses are achieved for the site, and provides by way of active street
frontages and non-residential FSR commensurate with controls on adjoining sites, a
safe and high quality urban environment, with high residential amenity appropriate
to a mixed use site in a transitional location between the CBD core and residential
zoned land.

z\affinity_documents\strand\130232\pjrp_jrp_009.docx
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This high quality urban environment is further supported by the proposal not adding
to the extant oversupply of commercial space in the centre. In reference fo an
edarlier iteration of development for the site URBIS in their July 2011 report state:

“the 1110sq.m of commercial office space proposed is considered
high and may encounter problems with leasing and therefore
vacancy. In tum this can impact on the aesthetics and overall appeal
of the development..."”

Thus a reduction in non-residential FSR is likely to lead to a reduced risk of vacancy,
and therefore an increase in the aesthetics and amenity of the development, with
flow on effects on the streetscape and urban character of the locality.

FSR Conirol Objectives

The FSR control objectives relevant to the site under NSLEP2001 are set out in clause
31(1) and cre to:

fa)  ensure a diverse mix of uses in each building in the mixed use
zone, and
(b)  minimise traffic generation from commercial development.

Objective (b} is clearly associated with the maximum non-residential FSR conirol
rather than the minimum {0:1 non-residential FSR would clearly achieve this
objective) and need not be considered here.

Objective (a) is more closely associated with the minimum FSR control. The minimum
non-residential FSR control ensures some non-residential uses on a given site, thus
achieving a diverse mix of uses.

This diverse mix of uses remains achievable at a lower non-residential FSR, as is
demonstrated by the number of commercial tenancies provided for in the
development and the variance in their size and configuration {presently 7 tenancies
ranging in area 67.4m?2 to 672m2 not including plant and storage areas). The
objective is achieved at the lower FSR sought by this planning proposal.

Further, having regard to the concerns about vacancy of commercial spaces and
the associated reduction in the appeal of the development outlined above, a
reduced non-residential FSR is likely to better achieve the objective, as it will better
ensure the occupancy and hence the desirability and hence the continued
occupancy of each of the commercial spaces.

The objectives for the non-residential FSR controls in NSLEP2013 are more detailed
than those in NSLEP2001, and provide even greater support for the proposed
reduction in non-residential FSR, particularly when regard is had to the commercial
market. Clause 4.4A(1) of NSLEP2013 sets the following objectives for the control:
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(a) to provide for development with continuous and active street
frontages on certain land in Zone BINeighbourhood Centre,
Zone B4 Mixed Use and Zone SP2 Infrastructure,

[b)  to encourage an appropriate mix of residential and non-
residential uses,

(c)  to provide a leve! of flexibility in the mix of land uses to cater for
market demands,

(d) to ensure that a suifable level of non-residential floor space is
provided to reflect the hierarchy of commercial centres.

Objective (a) will be met for any development that incorporates non-residential
development to its street frontages, even at quite low non-residential FSRs. Certainly
this can be achieved at a non-residential FSR of 1:1 as demonstrated by the DA.

Objectives {b), (¢) and (d). however, are arguably undermined by the current
controls when consideration is given to what is an “appropriate” mix of residential
and non-esidential uses; to the degree of flexibility necessary to cater to market
demands, particularly when regard is had to level of supply and demand in the
North Sydney Centre; and to what is a “suitable" level of non-residential floor space
to reflect the hierarchy of the North Sydney Centre, and in particular the North
Sydney Commercial Core.

The reports accompanying this planning proposal clearly demonstrate an
oversupply of commercial space and an undersupply of residential space,
particularly the type of residential space required in the North Sydney Centre. Even
a brief perusal of these reports reveals that the current FSR conirols do noft give
adequate flexibility to cater for the current and future demand for non-commercial
floor space. Rather the Applicant, if the current controls are maintained, is locked
info providing commercial space for which there is simply no market.

Similarly, this enforced provision of commercial floor space that is not wanted by the
market, at the expense of desperately needed residential space results in a clearly
inappropriate mix of residential and non-residential floor space on the site.

The reduction in non-residential FSR and removal of a maximum requirement sought
by the Applicant better allows a proper response to market demands, and aflows for
the appropriate mix sought by the control.

It is important to note that the removal of a maximum non-residential FSR for the site
further reinforces the flexibility sought by the objectives. Whilst an increase in
commercial demand at some time in the future is not likely on the basis of the
reports accompanying this planning proposal, should market demand shift in the
future the absence of a maximum non-residential FSR limit enables as much of the
site fo be utilised for commercial purposes as the market demands. The desired
flexibility is intfroduced to truly allow the market to dictate the development mix on
the site.
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Further, the reduction in non-residential FSR on this site, in a mixed use zone on the
fringe of the North Sydney CBD, better reinforces the role of the commercial core in
the centre’s hierarchy. Additional commercial floor space here can only hope to
draw scarce tenants away from the centre, and undermine its role and function.

The Commercial Market

It is not proposed to here traverse in full the matters raised in the supporting
documents accompanying this planning proposal, however it is useful fo make a
few brief observations in support of the matters outlined above.

Firstly, the July 2013 JBA report was based on the January 2013 Property Council of
Ausirdlia figures that reported a vacancy rate of 7.8% in North Sydney. It was prepared
prior to the release of the Property Council of Australia’s 31 July 2013 North Shore Office
Market Report (a copy of which is attached to this letter), which shows that figure now
at 10.6%. This Is a significant deterioration in a limited six month period and is not
attributable fo an increase in supply through new development. The vacancy rate has
increased by almost 36% compared to the January figure and equates to additional
commercial vacancy in North Sydney in the order of 25,000mz2.

Further, increased technological mobility challenges the need for conventional
office space. The rapid evolution and adoption of mobile technology in the form of
notebook computers, tablets and smartphones has allowed workers to remain
connected to information and other individuals and, in many cases, dllowed them
to perform their work activities remotely. Increased workforce mobility has spawned
arapid change in work practices that is having a significant impact on the way in
which office accommodation is being used.

At the forefront of this revolution is the concept of Activity Based Working (ABW)
pioneered by a Dutch company, Veldhoen & Co. The practice has many facets
and initially sought to encourage companies to switch to more flexible workplaces,
drastically reducing the number of workstations and offices. Savings in leasing and
fit out costs were often invested in enhancing IT operations and improving the
quality of the working environment. Increasingly, the introduction of ABW, is being
linked to cultural change programs. Locally, companies such as Commonwealth
Bank, Macquarie Bank, Bankwest, CB Richard EHliis, Freehills, Jones Lang LaSalle and
DLA Piper have embraced the practice and have enjoyed a reduction in their
footprint of up to 30%. The increasing acceptance of ABW and its derivatives is likely
to have enormous ramifications for the demand for office accommodation as many
adherents have been able to reduce their occupancy rate to around 10m2 per
person.

JBA forecast approximately 140,000 - 190,000m? of additional floor space will be
required in order to accommodate the forecast addifional jobs of 14,800 between
2011 and 2036. This is predicated on 10 - 20% of the existing stock of office
accommodation being refurbished within that timeframe to a standard sufficient to
permit it fo be occupied at a rate of 15m2 per person. This analysis is arguably
conservative on two fronts. Firstly, the additional jobs are predicted to occur over a

Z\afTinily_documents\strand\130232\pjrp_jrp_009.docx



ATTACHMENT TO PDSO01 - 18/11/13 Page 140

16 August 2013
North Sydney Council
Page 9

25 year timeframe. Based on most comprehensive refurbishments having a lifespan
of 12— 15 years, it is likely that at least 50% of the existing stock of buildings will be
refurbished within the term of the study. Secondly, the occupancy rate of 15m?2 per
person is 50% higher than is being achieved by proponents of ABW. If the
occupancy rate of 15m2 per person is accepted and 50% of the current stock
refurbished during the term of the study, using JBA's methodology, the number of
additional jobs able to be accommodated through the increased utilisation of the
existing stock is 10,750. This leaves future supply having to accommodate 4,065 jobs
which equates to an additional 60,975m? of office accommodation. It is clear from
JBA's analysis the CBD is capable of meeting this requirement.

In their report of July 2011, Optimising Development Typology in North Sydney, Urbis
demonstrated that real commercial rents in North Sydney have fallen over the 20
year period from 1991 - 2011. The actual rental performance of the building at 144-
148 Pacific Highway demonstrates the lack of nominal and real rental growth over
time. Urbis concluded that residential land use is substantially more productive and
results in a far higher net community benefit than does commercial use.

The broader lack of commercial demand in the North Sydney Centre is
exacerbated by the physical constraints of the subject site. Notably:

. the site slopes steeply with a fall of just over 8m from the north western corner
off Doohat Lane to the south eastern corner at Pacific Highway. This limits the
depth of accommodation with a frontage to Pacific Highway;

" Berry Street falis steeply from west to east which inhibits the depth of
accommodation at the intersection with Pacific Highway. The fall of Berry
Street also impacts on the accessibility of commercial accommodation on
this elevation;

= the Bemy Street frontage must incorporate access to the car park levels,
which could not be provided off the Pacific Highway. It also must
accommodate the through site link;

" it is necessary to provide loading and garbage facilities at Level 2 with access
off the southern section of Doohat Lane, which also impacts on the design
and efficiency of commercial space at this level;

] the iregular configuration of the site as a consequence of the intrusion of the
southern section of Doohat Lane has a significant impact on the efficiency of
the design of commercial space;

s Pacific Highway and Berry Street present physical barriers that define the
fringe of the CBD and that has a great impact on limiting demand;

] the dimensions of the Pacific Highway and Bemnry Street frontages impose a
significant design constraint in that it is not possible to provide large. efficient
floorplates with access to an acceptable level of natural light and amenity;
and

. the shape and dimensions of the residential tower dictate the extent of the
commercial footprint. The structural grid to support the residential fower and
the lift and services core penetrate the commercial floors and impact on the
efficiency and layout of the accommodation, at a time when contemporary
tenants are demanding column free office space.
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Thus the physical constraints of the site not only limit the amount of non-residential
floor space able to be provided but also result in commercial accommodation that
is sub-optimal. It is not the prestige office space identified as required to re-energise
the CBD core.

Council has recognised the concerns with the commercial market and the
inappropriateness of enforcing high non-residential FSRs on mixed use zoned land on
the CBD fringe and reduced the non-residential FSR for a number of sites (initially by
way of planning proposal and amendment to NSLEP2001, and ultimately by
adoption in NSLEP2013}. In March 2013, Council's strategic planners prepared a
Briefing Paper for Councillors. In Section 3.2 of the Paper, under the heading of
“Draft LEP 2012", and stated:

"In existing mixed use parts of the Centre, Council has actively sought
to increase the potential for properties to redevelop by allowing
developments to provide less commercial space in favour of more
residential. This has already led to a number of site specific planning
proposals being lodged to make previously unviable development
opportunities more atfractive 1o owners/developers.”

These site specific planning proposals related to:

156-158 Pacific Highway;
12-16 Berry Street;

211-223 Pacific Highway;
239-247 Pacific Highway;
136-140 Walker Street;
144-148 Walker Street; and
225 Miller Street.

12-16 Berry Street and 156-158 Pacific Highway immediately adjoin the subject site.
In each of the above examples, the reduction in non-residential FSR was accepted,
in part, as a reflection of the lack of demand for commercial accommodation on
the fringe of the North Sydney CBD. Further support for the reduction in non-
residential FSR for these sites was found in that the reduction would:

= Maintain the mixed use character of the areaq,

. Increase the amount of permanent residential accommodation in the area.
. Provide added flexibility for the sites.

] Increase the vibrancy of the North Sydney CBD.

Although not strictly within the North Sydney Centre similar reasoning was adopted
in respect of planning proposals for 8 and 10-18 CIiff St, Milsons Point, where non-
residential FSR was reduced to 0:1.

The proposed development and reduction in non-residential FSR the subject of this
Planning Proposal is consistent with all of the above.
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It is also important to recognise the supply of 125, 849m2 of commercial space in the
CBD core expected to come on-line by way of approvals under the now repealed
Part 3A of the Act, as referenced in the July 2013 JBA report. This additional space
soon to become available achieves two thirds of the anticipated 2031 demand
alone. This space has been down played to date on the basis that the
developments have not commenced. Such proposals, however, require significant
pre-construction commitments to secure construction funding.

It has recently been announced that Leighton Holdings have made a commitment
to occupy the development at 177-199 Pacific Highway. A Section 96 Application
was lodged at the beginning of August, seeking to tailor the approved building to
Leighton’s specific requirements. The building is to provide the opportunity for
Leighton to consolidate its operations in a single location. it is understood that
advanced negotiations are underway with a major tenant whose requirement will
underpin the 100 Mount Street development. Even were those specific
developments to not go ahead, the development potential of those sites remains,
and remains within the commercial core.

Conclusion

This planning proposal clearly demonstrates that there is a limited demand for
commercial floor space in the North Sydney Centre and in particular the CBD fringe.
What demand exists is able to be met comfortably by existing and approved
commercial building stock. There is a demonstrable future supply to meet projected
demand for commercial floor space in the North Sydney Centre, notably in the
commercial core and away from the mixed use CBD fringe. There is, however, a
dire need for more affordable residential accommodation. These issues have been
recognised and acted upon by Council in relation to other sites, and a similar
approach should be adopted here.

The simple fact is that a 3:1 non-residential FSR is not viable for any site in the North
Sydney fringe having regard to the current and future market, and that is particularly
so for this site given its physical constraints. The corner location cannot generate the
demand that is absent market wide, and certainly cannot boost that demand to
3:1.

Significantly, by forcing developers to give over valuable floor space to unwanted
commercial space at the expense of highly sought after residential
accommodation is directly contrary to the objectives and intentions of the current
and future planning controls applying to the land.

This can readily be resolved by reducing the minimum non-residential FSR to 1:1.

We commend the planning proposal to Council and urge that it be processed with
all due despatch, in conjunction with the DA.
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If you have any queries regarding any of the above, please do not hesitate to

contact the undersigned.

7
/

Yours faithfully

. 91_2// // / -

/",I [
= Joshua Palmer Gary'Green
Associate Partner
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North Shore vacancy rate rising again

Published: 31 Jul 2013  Author: Property Council Source: Property Council of Australia

Weak demand has led to rising vacancy rates across the North Shore
office market, according to the Property Council of Australia’s latest
Office Market Report.

“The weakest period of demand in over five years has been the main
driver of a rise in vacancy rates,” says Property Council NSW Executive
Director Glenn Byres.

NORTH SHORE

“Net absorption dropped by 39,191sgm - and as a result, the vacancy
rate rose from 9 percent to 11.2 percent in the six months to July
2013.

“The vacancy rate rose abcve 9 percent in all three sub-markets, and
demand was in the negative across most grades.

*In the sub-markets, North Sydney’s vacancy rate rose from 7.8
percent to 10.6 percent, Crows Nest went from 12 percent to 13.8

percent and Chatswood from 8.9 percent to 3.8 percent.
“The biggest fall in demand occurred in North Sydney, with net absorption dropping by 24,773sgm.”

Mr Byres said 1617sgmsgm of stock is due to enter the North Shore market in the second half of 2013, followed by a
further 6,87Zsgm of new stock in 2014,

Analysis & Commentary ~ North Shore, Jul 2013

Headiine comments:
Vacancy for the overall North Shore market increased over the period
This was due to weak demand
Only D Grade experienced positive demand and a vacancy decrease

Al! grades of space have vacancy above S percent

Yacancy anaiysis:
Total vacancy for the North Shaore increased from 9.0 percent in January 2013 to 11.2 percent in July 2013
This was largely due to net absorption of -39,181sqm, the weakest since January 2008
There were 350sqm of supply additions over the period, while 7,728sqm was withdrawn
Only D Grade experienced positive demand and a vacancy decrease

All grades of space have vacancy above 9 percent

North Sydney:
North Sydney vacancy increased from 7.8 percent to 10.6 percent cver the half year to July 2013
This was largely due to ~24,773sam of net absorption, the weakest since January 2008

350sqm of space was added over the period, while 1,443sqm was withdrawn

Crows Nest / St Leanards:

http:/ /www.propertyoz.com.au/Article/NewsDetail.aspx?p=16&id=8030 Page 1 of 3
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Vacancy increased from 12.0 percent to 13.8 percent
This was largely due to -10,436sqm of net absorption
Withdrawals totaled 4,668sqm

Chatswood:

Vacancy in Chatswood increased in the 6 months to July 2013 from 8.9 percent to 9.8 percent
The increase was due largely to -3,982sqm of net absorption

Withdrawals totaled 1,617sgm

Future supply:

1,617sgm of stock is due to enter the North Shore market in the second half of 2013
6,872sqm of projects are due to be completed in 2014
40,100sqm of space is due to come online form 2015 onwards

119,000sqm is mooted

Key market indicators, North Shore (aggregate)

Net absorption, 6 Net absorption,

Grade ;’::2:2%;0) ;’:'::all;cz';/g) ?;::::;is to Jul 13 g Ezg:?s to Jul
A 9.7 8.2 -8,122 5,993
B 9.6 8.6 -5,654 -1,941
c 15.2 10.3 -25,500 -23,525
D 18.3 18.5 85 -1,439
Total 11.2 9.0 -39,191 -20,196

Key market indicators, North Shore (by iocaie)

Net absorption, € Net abscrption,

Vacancy Vacancy,
Locale 9’ A months to Jui 13 12 months to Jul
Jut 13 {%) Jan 13 (%) (&) 13 (sgm)
Noith Sydney 10.6 7.8 -24,773 -27,904
Crows Nest / . . ) } =
St Leonards i3.8 12.0 10,436 1,972
Chatsweod s.8 8.9 -3,982 9,680
Future suppiy, North Shore {by ioczle)
Future supply by year (sqn3)
Locale 2013 2014 2015+ Mooted
" North Sydney 0 2,472 40,100 46,500
Crows Nest / .
. St Leonards : g 0 72,500
Chatswood 1,617 4,400 0 0
Total 1,617 6,872 40,100 119,000

Ncrth Shore

Media contact:

Glenn Byres,
NSW Executive Director,
(02 9033 1904 or 0419 695 435

John Nguyen,

http://www.propertyoz.com.au/Article/NewsDetail.aspx?p=16&id=8030 Page 2 of 3
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National Research Manager,
02 9033 1943 or 0410 449 210

For full analysis and coverage, visit the dedicated website: www.officemarketreport.com.au
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Executive Summary

Urbis has been engaged by Strand Estates Pty Limited to undertake a development typology analysis
and make recommendations for the development mix of a proposed development at 18 Berry Street and
144-150 Pacific Highway, North Sydney. Strand Estates is proposing a mixed use development,
comprising commercial floor space and residential uses.

This report is for the use in support of a planning proposal for a reduction in the commercial floor space
ratio (FSR) for the subject site. This report outlines the economic justification for the relaxation of the
prescribed mix as detailed in the DCP and DDCP. This is recommended based on analysis of current
market conditions which at present do not promote an economically viable development based on
commercial uses only. Accordingly, the larger provision of residential uses within a development is seen
as being more feasible at this time.

Urbis has considered the profile of existing residents of North Sydney, the residential market and the
commercial market. We have then analysed and assessed the nature of, and relationship between,
residential and commercial uses in North Sydney.

Our analysis of the residential market demonstrates that there is an undersupply of residential
apartments.

Our analysis of the commercial office market demonstrates that there is a substantial over supply and that
this oversupply will continue over coming decades.

The demand for residential dwellings over commercial space is demonstrated by the difference between
real rental growth over the last twenty years.

FIGURE 1 - CHANGES IN REAL COMMERCIAL RENT VS REAL RESIDENTIAL RENT
Commercial Rents v's Residential Rents

NORTH EYDNEY

600 y———————————

500 4

400

(4]
[=
(=]

Rent per Sqm

bS]
(=]
(=]

()0 ey e e Y S e e P

s 8§ 85 3 B 85 28335 3838858 g=e

» o o ® o o6 0o o 60 Qg O & g O O 9 o o o

-~ — ~ - -~ -— - -~ -~ N N N ~N N N N N N N o
= Real Commercial Rent Equivalent Real Residential Rent
——Lirear (Real Commercizl Rent) — Linear (Equivalent Real Residentiai Rent)

Source Jones Lang LaSaite; Urbis

The subject buildings are on the fringe of the CBD. They are dated and of a standard no longer in
demand within the market. Refurbishment of the buildings is not considered a practical option given the
limited demand generally in North Sydney and particularly given the fringe location. There are residential
buildings within close proximity to the subject.

We find that residential land use is substantially more productive and results in a substantially higher net
community benefit, than does commercial use.
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We recommend that to secure the optimal sustainable future for the North Sydney CBD, residential
development be encouraged, in place of commercial development.

We further recommend that consistent with the above recommendation the subject building be permitted
to be developed with a minimum of commercial space, in favour of residential accommodation.
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Introduction

Urbis has been engaged by Strand Estates Pty. Limited to undertake a development typology analysis
and make recommendations for the development mix of a proposed development at 18 Berry Street and
144-150 Pacific Highway, North Sydney. We understand that Strand Estates is proposing a mixed use
development, comprising commercial floor space on the lower levels with residential uses above.

The proposed development is expected to comprise a dwelling typology mix which represents a variation
from that set out in North Sydney Council’'s Development Control Plan. Further, the proposal will require a
variation to the commercial FSR provisions identified in Council’s Local Environmental Plan 2001 and
Draft Local Environmental Plan 2009 (LEP). The DCP provides that, 'substantive vanatlons to unit mix
must be supported by an authoritative analysis of current and future market demand'.

As part of the documentation which is to be submitted with the Planning Proposal and Development
Application for this proposal, it will be necessary to consider the proposed nature of the development in
the context of a range of policy documents including.

* Local Environmental Plan 2001;

= Development Control Plan 2002,

= Draft LEP 2009;

= Draft Development Control Plan 2010;

«  Affordable Housing Strategy 2008;

» State Government's State Environmental Planning Policy (SEPP) 65, which reiates to residential
apartment buildings.

Having considered the background to the development we then consider the commercial and residential
markets in North Sydney. We look at the history of the markets and by considering future demand and
supply draw conclusions about where the markets are going individually. Following this we discuss the
interrelationship between the markets and draw out the implications for the future of the North Sydney
CBD and Suburb.

1.1 PROPOSED METHODOLOGY

In order to demonstrate the appropriate development typology mix and need for a commercial FSR
variation, it has been necessary to set the context for the scheme through the consideration of a range of
factors, including the following:

» The demographic profile of the existing community of North Sydney, including population; age;
household types and occupancy rates; tenure; average weekly incomes (individual and household);
car ownership and the method of travel to work;

= The workforce profile and growth for North Sydney and the Inner North Sub Region;

» The supply of commercial space is considered through an analysis of existing vacancy and planned
future development compared to anticipated workforce growth;

= The current commercial market demand within North Sydney, including demand for particular
residential unit types (one, two and three-bedroom units);

« A review of office rent change in North Sydney;

'North Sydney Council, Development Control Plan 2002, p38.
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= The current residential market demand within North Sydney, including demand for particular
residential unit types (one, two and three-bedroom units);

= The historic apariment sales rates and historic net absorption rates for North Sydney commercial
property;

= Affordability, through comparative consideration of weekly household incomes; weekly rents, and
monthly home loan repayments;

= A consideration of the relationship between commercial and residential uses and markets.

Our consideration of these factors has involved consultation with local real estate agents, to determine
fevels of demand for particular unit and office types and associated levels of demand, supply and
affordability.

The key elements of this research are set out below.

1. POLICY AND DOCUMENT REVIEW

We have undertaken a limited contextual review of relevant policy documents, including the Draft LEP
2009, Draft Development Control Plan 2010, North Sydney Residential Strategy 2009, and Affordable
Housing Strategy 2008. The State Government's State Environmental Planning Policy (SEPP) 65 and the
LEP 2001 and DCP 2002.

2. DEMOGRAPHIC PROFILING AND POPUILLATION PROJECTIONS
We have prepared a demographic profile of the local community, based on ABS Census data for the

North Sydney LGA, North Sydney Suburb and the Sydney SD. We have examined the data available for
2001 and 2006, to provide a longitudinal analysis, in relation to the following community characteristics:
= Total population;

= Population density (persons per hectare);

= Age profile;

= Dwelling types;

= Household structure and size (including average household occupancy rates);

= Household tenure;

= Household income and family income;

=  Housing costs: weekly rental payments and monthly loan repayments;

= Motor vehicle ownership;

¢« Method of travel to work;

=  Workforce characteristics.

In addition to the analysis of the existing community, we have undertaken an analysis of population
projections for the local government area, based on NSW Department of Planning 2010 projections.

Analysis of this data has enabled us to provide a profile of the local community with regard to the likely
market for the residential development scheme which is proposed and associated housing diversity and
affordability issues.

<H MARKET DEMAND ANALYSIS
3.1 Residential market demand analysis
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4 POLICY AND DOCUMENT REVIEW MNORTH SYDNEY REPORT, FINAL, 27 SEPT 2011



ATTACHMENT TO PDSO01 - 18/11/13 Page 156

We have undertaken an analysis of local residential market characteristics.

Utilising the RP Data residential property database, we have undertaken an historical study of apartment
sales in the locality. This has enabled us to provide an analysis of sales rate in recent years in relation to
key price points and dwelling types.

We have also considered market rent data available for a range of dwelling types (one to three-bedroom)
in the locality.

In addition to our quantitative evaluation of available data, we have consulted with local real estate
agents, to gain further insights into the local market context.

3.2 Commercial market demand analysis

This has included an analysis of commercial market characteristics and opportunities using local
intelligence and existing Urbis data and resources. Urbis has considered existing and predicted future
supply, net absorption rates and potential long term take up of future supply. We have reviewed the
historic changes in rentals within North Sydney and considered this in the context of demand for office
space.

4. FINAL ANALYSIS AND CONCLUSIONS

Following our review of the socio-economic profile of the area and market parameters for residential and
commercial property, we have considered the broader implications for development typology within North
Sydney.

URBIS
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2 Policy and document review

This section contains a review of the planning instruments that apply to the locality, including the
following:

1) North Sydney Local Environment Plan 2001;

2) North Sydney Development Control Plan 2002;

3) North Sydney Affordable Housing Strategy 2008;
4) NSW State Environmental Planning Policy No. 65;
5) North Sydney Draft LEP 2009 and Draft DCP 2010.

2.1 NORTH SYDNEY LOCAL ENVIRONMENT PLAN 2001

The North Sydney Local Environment Plan 2001 (LEP) was adopted by Council on 10 July 2000 and
came into effect on 1 June 2001. The LEP provides the planning objectives and development controls for
new buildings and other developments, and clearly states which types of development require consent.
The objectives and controls cover zoning, height, floor space ratios, landscaping, overshadowing, and
heritage and conservation areas.

Development not specifically permitted by the LEP is prohibited, and no development applications can be
made for those types of developments. The LEP is supplemented by North Sydney Development Control
Plan 2002 (DCP), which provides guidelines on detailed aspects of development.

The specific aims of the LEP are found in Part 1.3(a) and include:

» to promote the character of the neighbourhood and development which is compatible with
neighbouring development in terms of bulk, scale and appearance;

= to maintain a diversity of activities while protecting residential accommodation and local amenity; and

= to ensure that development on foreshore lands or land visible from the harbour or any public piace
does not adversely affect the appearance of that foreshore land, or the views of that land from the
harbour or public place.

Part 2 of the LEP sets out the general provisions for the development of land in North Sydney LGA and

the section most relevant to this proposal is section 2.14 which outlines the aims of the LEP in relation to

zone objectives and desired character. The objectives of development in mixed use zones are to:

» encourage a diverse range of living, employment, recreational and social opportunities, which do not
adversely affect the amenity of residential areas;

= create interesting and vibrant neighbourhood centres with safe, high quality urban environments with
residential amenity;

» maintain existing commercial space and allow for residential development in mixed use buildings with
non-residential uses at lower levels and residential above; and

= promote affordable housing.

Permitted developments in this zone include, but are not limited to, apartment buildings and attached
dwellings.

Part 3.25 indicates the intended objectives for apartment building development are to ‘reduce the adverse
effect of larger scale buildings and ensure that apartment buildings do not dominate the streetscape and
ensure that dwelling-houses or duplexes will not be left isolated on sites that are not reasonably capable
of development for apartment buildings.”? An apartment building must not be erected if:

= the length of any fagade facing the street is less than 9 metres or more than 15 metres; or

North Sydney Council, Local Environment Plan 2001, Part 3, p10
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= dwelling-house or duplex will be left isolated as a result of the development on sites that are not
reasonably capable of development for apartment buildings.

22 NORTH SYDNEY DEVELOPMENT CONTROL PLAN 2002

The North Sydney Development Control Plan 2002 (DCP) came into effect on 21 February 2002 and
applies to all land in the North Sydney Local Government Area (LGA). The DCP provides objectives and
controls for development proposals within the North Sydney LGA, the provisions of which are designed to
promote development consistent with the desired character, urban design and community outcomes for
the North Sydney LGA.

Section 6 — Mixed Use Development and the functional objectives include:

» a dwelling mix that achieves an on-site dwelling density contributing to energy efficient design and
residential amenity;

* housing choice in the mix of dwelling sizes and in the range of affordability;

» uses and activities are mixed to meet the needs of residents, workforce and visitors;

=  public transport, including walking and cycling, is the main form of access;

=  Section 6 of the DCP contains a number of subsections and clauses that guide the desired
development outcomes. The clauses most relevant to this development are contained in section 6.1b

and include;

» developments in mixed use zones should be consistent with the dwelling density objectives
established in North Sydney Council’'s Residential Development Strategy.

The mix of dwelling types required is listed in Table 1 below.

Table 1 — Mix of dwelling types required under the North Sydney DCP 2002

CEEIRE L e e S IR e
3. Studio apartments ! 4. 15% (max)
5. 1 bedroom apartments; 6. 3(;% (max)
e 2 bedroom apartments; 8. 40% (min)
9. 3 bedroom or greater, | 10. 15% (min)

Source: North Sydney DCP, 2002
« substantive variations to unit mix must be supported by an authoritative analysis of current and future
market demand,

= new developments should provide at least 4% of dwelling space as affordable housing (applicable
with gazettal of Affordable Housing State Environmental Planning Policy);

= provide a minimum 10% of dwellings as adaptable housing;

= integrate the affordable housing components, do not isolate them or use a different standard of
materials and finishes; and

= provide services and facilities within the development that meet the needs of different population
groups and build flexibility into communal spaces to meet changing needs.

The North Sydney Council Residential Development Strategy (the Strategy) is incorporated into the DCP.
The Strategy aims to accommodate growth in an appropriate manner in terms of local character, access
to facilities and services, employment and transport opportunities and environmental impact. The basic
aims of the Strategy are to:

URBIS
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= preserve existing and potential commercial floor space from further residential competition by
maintaining a high quality business centre - the North Sydney Centre - and prohibiting residential
development in the core area of the centre;

= maintain smaller scale commercial and retail space in the mixed use centres and provide for
dwelling/population growth through increased heights;

= reduce pressure for redevelopment in Conservation Areas by down zoning to Residential A2 and
Residential B to reflect existing detached/semi-detached and terrace/town-house style development,
respectively;

* reduce pressure for redevelopment in sensitive areas, the foreshores or adjoining bushland, or where
traffic access is limited, by maintaining a lower density zone in those areas;

= maintain housing choice by maintaining intact areas of detached housing and allowing for further
development of apartments and attached dwellings only in appropriate locations - in the
understanding that detached dwellings provide for families and will contribute substantially to
maintaining population numbers and mix;

= concentrate further development in areas with good access to transport empioyment and other
services, and where the impact of development can best be absorbed with minimal impact on
amenity, environment and heritage; and

» reduce development pressures in the areas of Kirribilli, Cremorne Point, McMahons Point and
Waverton, which are considered fully developed in terms of the impacts of existing development on
parking, traffic, heritage, visual amenity and stormwater runoff.

2.3 NORTH SYDNEY AFFORDABLE HOUSING STRATEGY 2008

North Sydney Council has had significant involvement in affordable housing over the past 20 years. The
North Sydney Affordable Housing Strategy 2008 (AHS) was commissioned by Council to review the
effectiveness of current policy in this area and to provide strategic direction to increase effectiveness and
ensure sustainability of involvement into the future.

The overarching aim of the AHS is ‘to maintain and increase the amount of affordable rental stock in
North Sycainey LGA and ensure the long term sustainability of Council’s involvement in affordable
housing.’

The AHS is divided into two parts. Part A provides an overview of supporting data and information on
local affordable housing issues and the policy context that supports the strategies proposed. Part B sets
out the proposed strategic directions for Council’s consideration that aims to retain and increase the
amount of affordable rental stock in North Sydney LGA and ensures Council's long-term involvement in
affordable housing.

The AHS provides 6 key strategies for Council to consider and makes recommendations on how Council
can obtain the objectives specified in each of the strategies.

2.4 NSW STATE ENVIRONMENTAL PLANNING POLICY NO. 85

The NSW State Environmental Planning Policy No. 65 (SEPP 65) came into effect on 1 December 2003
and applies to any proposed residential flat development application submitted after that date.

SEPP 65 was established to implement the recommendations of Achieving Better Design - Residential
Flat Developments in NSW, the report of the Urban Design Advisory Committee in response to the Forum
on Residential Flat Design in March 2000. This forum brought together a range of industry stakeholders
to consider ways of improving the design quaiity of residential flat buildings.

*North Sydney Council, Affordable Housing Strategy 2008, p1
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SEPP 65 aims to improve design quality of residential flat buildings of three or more storeys, and those
containing four or more self-contained dwellings. The Policy recognises that the design quality of
residential flat development is of significance for environmental planning for the State due to the
economic, environmental, cultural and social benefits of high quality design.

The aims and objectives of SEPP 65 are stated in Part 1 section 2 and are to:
= improve the design quality of residential flat development in New South Wales;

= recognise that the design quality of residential flat development is of significance for environmental
planning for the State due to the economic, environmental, cultural and social benefits of high quality
design;

= improve the design quality of residential flat development aims:

to ensure that it contributes to the sustainable development of New South Wales:

v' by providing sustainable housing in social and environmental terms;
v by being a long-term asset to its neighbourhood; and

v by achieving the urban planning policies for its regional and local contexts;

—  to achieve better built form and aesthetics of buildings and of the streetscapes and the  public
spaces they define;

~ o better satisfy the increasing demand, the changing social and demographic profile of the
community, and the needs of the widest range of people from childhood to old age,
including those with disabilities;

-~ to maximise amenity, safety and security for the benefit of its occupants and the wider
community; and

—  to minimise the consumption of energy from non-renewable resources, to conserve the
environment and to reduce greenhouse gas emissions;

= provide consistency of policy and mechanisms across the State, and a framework for local and
regional pianning to achieve identified outcomes for specific places.

Part 1 Section 4 of the SEPP 65 states that the ‘policy applies to development being the erection of a new
residential flat building, and the substantial refurbishment of an existing residential flat building, and the
conversion of an existing building to a residential flat building.’

Clause 30(2)(c) of the SEPP 65 requires a consent authority to ‘take into consideration the publication
Residential Flat Design Code (a publication of the Department of Planning, September 2002)’ before
determination of the development application.

2.5 NORTH SYDNEY LOCAL DEVELOPMENT STRATEGY

The North Sydney Draft Local Development Strategy acknowledges the importance of flexibility in
development options.

“It is important to note however, that under DLEP 28 a number of the mixed use properties
in the North Sydney Centre will provide the flexibility for future development to be either
fully commercial or predominantly residential (with non-residential use provided on lower
floors). The reason for incorporating this flexibility within LEP controls is to allow property
owners and developers to develop properties according to prevailing market conditions.”

It is noted that Council has planned for sufficient development potential in which the LGA will
accommodate 5,500 additional dwellings and 11,000 additional jobs in the CBD by 2031. However it is
also worth noting that simply zoning land for particular accommodation does not necessarily lead to the
development or use of that accommodation in the desired way. Jobs are created through economic
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growth and new jobs in a location will always require new residential accommodation in a complementary
location.

Council has also committed to concentrating the bulk of new dwellings in close proximity to facilities and
amenity. This includes development in mixed use centres in close proximity to retail, office, health,
education, transport, leisure, entertainment facilities and community and personal services. One of the

most effective ways to do this is to concentrate and encourage more residential development at the fringe
of the CBD Core.

2.6 DLEP 2009 AND DDCP 2010

LEP and DCP documents are the principal documents by which Council administers and controls
development within the North Sydney LGA. (North Sydney CC, 2011)

The draft LEP was exhibited during early 2011 and issued to Department of Planning and Infrastructure in

July, although we understand that DP&I will require it to be re-exhibited in the near future. The draft DCP
is currently on public exhibition.

The major differences between LEP 2001 and the draft LEP include:
= New zone names, standard across all councils;

= New definitions, standard across all councils;

* New planning controls for the North Sydney Centre;

= The rezoning of the majority of sites currently zoned Special Uses (schools, churches, car parks etc)
to the nearest appropriate zone;

= Incorporation of the adopted North Sydney Heritage Review recommendations;

= Rezoning of some land from Mixed Use to Commercial in St Leonards, Crows Nest and the North
Sydney Centre;

= The removal of building height plane and landscaped area controls, which have been incorporated
into the draft DCP; and

= Controls mandated by the Department of Planning's section 65 certificate dated 29 October 2010;

= The removal of the notional arc concept for height limits and its replacement with specific RL's for
each site;

= The need to read the RL provisions in conjunction with over shadowing implications;

= The introduction of significant increases in development potential in some areas and reductions in
others, such as the subject site.

The major changes proposed under the draft DCP include:

= Combining the former "Commercial" and "Mixed Use" sections into a single section;

» Incorporating new sections relating to "Non-residential development in residential zones" and
"accessibility";

» Incorporation of the adopted North Sydney Heritage Review recommendations;

s Incorporating Council's Tree Preservation Order controis;
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= Incorporating existing provisions of NSLEP 2001 which cannot be incorporated into the draft LEP;
and

= New provisions for landscaping, site coverage, deep soil requirements, building height plane and
building setbacks;

— The part dealing with area character statements has yet to be finalised.

2.7 IMPLICATIONS OF REVIEW OF PLANNING CONTEXT

The objectives of the LEP are to:

= promote the character of the neighbourhood and development which is compatible with neighbouring
development in terms of bulk, scale and appearance;

* to maintain a diversity of activities while protecting residential accommodation and local amenity;

* to encourage a diverse range of living, employment, recreational and social opportunities, which do
not adversely affect the amenity of residential areas;

* maintain existing commercial space and allow for residential development in mixed use buildings with
non-residential uses at lower levels and residential above; and

= to promote affordable housing.

The DCP aims to:

= promote a dwelling mix that achieves an on-site dwelling density contributing to energy efficient
design and residential amenity, housing choice in the mix of dwelling sizes and in the range of
affordability;

= uses and activities that are mixed to meet the needs of residents, workforce and visitors;

= developments in mixed use zones should be consistent with the dwelling density objectives
established in North Sydney Council's Residential Development Strategy,

» substantive variations to unit mix must be supported by an authoritative analysis of current and future
market demand,;

« new developments should provide at least 4% of dwelling space as affordable housing (applicable
with gazettal of Affordable Housing State Environmental Planning Policy);

»  provide a minimum 10% of dwellings as adaptable housing;

* integrate the affordable housing components, do not isolate them or use a different standard of
materials and finishes;

= To maintain smaller scale commercial and retail space in the mixed use centres and provide for
dwelling/population growth through increased heights;

» the AHS recommends that Council consider the development of planning incentives based on density
bonuses as outlined in Strategy 6, and undertake more detailed investigation and modelling regarding
how this approach would best be utilised in the North Sydney LGA housing market; and

= SEPP 65 aims to:

— improve the design quality of residential flat development in New South Wales;
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- recognise that the design quality of residential flat development is of significance for
environmental planning for the State due to the economic, environmental, cultural and social
benefits of high quality design;

— improve the design quality of residential flat development; and

- provide consistency of policy and mechanisms across the State, and a framework for local and
regional planning to achieve identified outcomes for specific places.
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3 Demographic Profile of North Sydney Suburb and
North Sydney LGA

The following section outlines the key demographic characteristics considered in this study, considering
data from the ABS 2006 Census and CDATA and North Sydney Council’s key social and strategic
planning documents. This demographic analysis aims to correlate specific population, housing and
income characteristics of these areas. This process provides a context for assessing and identifying the
appropriate dwelling typology and affordability factors associated with the proposed development.

The latter part of this section provides commentary of the projected population profile of North Sydney
compared to Sydney. The subject site is located in the suburb of North Sydney. For the purpose of this
study, this suburb has been compared to the North Sydney Local Government Area (LGA) and the
Sydney Statistical Division (Sydney Average). In addition to the demographic profile we have also
considered workforce characteristics for North Sydney.

3.1 AGE PROFILE

At the time of the 2006 Census the total population within North Sydney (suburb) was 6,059 persons, with
a median age of 34 years. This median age is slightly lower than that of the North Sydney LGA (35) and
Sydney SD (35) averages. The table below provides an overview of the age profile of North Sydney. As
can be seen, the suburb of North Sydney has a significantly lower number of persons aged 0 to 4 years
(3.4% and 2.4%) and 5 to 14 years (4.5% and 2.7% respectively), when compared to the Sydney
averages (6.6% and 13.0% respectively). The suburb and LGA of North Sydney have a significantly
higher proportion of persons aged 25 to 34 years when compared to the Sydney Average. This
comparison may reflect the higher number of young couples and professionals, as opposed to families
with children, who reside in the suburb.

TABLE 2 — AGE PROFILE FOR NORTH SYDNEY (SUBURB) COMPARED TO NORTH SYDNEY LGA AND SYDNEY SD.

AGE NORTH SYDNEY NORTH SYDNEY LGA SYDNEY SD
(SUBURB)

Popuiation = 6,059 = 58,257 = 4,119,190
Median Age = 34 = 35 « 35
0-4 years : = 3.4% = 45% = B.6%
5-14 years = 45% = 51% = 13.0%
15-24 years = 15.0% = 10.6% = 13.8%
25-34 years = 28.38% = 27.6% 3 =  15.3%
35-44 years = 145% = 16.8% = 153%
45-54 years = 96% 3 = 12.0% = 13.5%
55-64 years = 10.8% = 11.5% = 10.2%
65 years and over =  13.6% = 11.9% " = 12.3%

Source: ABS, 2006
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FIGURE 2 — NORTH SYDNEY (SUBURB) AND STUDY AREAS
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3.2 HOUSEHOLD FORMATION AND STRUCTURE

The figure below provides a snapshot of the household formations within the designated suburbs studied
as well as North Sydney LGA and Sydney SD. North Sydney (suburb) (40.7%) and the North Sydney
LGA (46.0%) have a significantly lower number of family households than that of the Sydney average
(68.1%).

The suburb of North Sydney has the largest total percentage of lone person households (37.2%) when
compared to the Sydney Average. The North Sydney LGA also has a higher than average percentage of
lone person households (34.8%). It is noted that group households within North Sydney (suburb) and
North Sydney LGA are somewhat higher than the Sydney average.

FIGURE 3 — HOUSEHOLD FORMATION FOR NORTH SYDNEY (SUBURB) COMPARED TO NORTH SYDNEY LGA AND
SYDNEY SD.
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Figure 3 below provides a more detailed perspective of the household structure of North Sydney
compared to the Sydney SD.

It is evident that North Sydney (suburb) has a significantly higher percentage of one person households
(43.9%) in comparison to the Sydney average (23.1%). This is also replicated in the North Sydney LGA
(39.5%).

Two person households are also significantly higher within North Sydney (suburb) (40.0%) and the North
Sydney LGA (40.2%) when compared to the Sydney average of 31.2%.

The Sydney Average for three person household or more is higher than that of North Sydney.

Given that there are less lone person households than single person residents, may be suggestive that
individual residents are more likely to travel and be away more.

URRIS
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FIGURE 4 — HOUSEHOLD STRUCTURE IN NORTH SYDNEY (SUBURB) COMPARED TO NORTH SYDNEY LGA AND SYDNEY
SD.
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3.3 HOUSEHOLD SIZE AND TYPE

The following outlines the average size of households and the change that has occurred from 1996 to
20086.

TABLE 3 ~ HOUSEHOLD SIZE IN NORTH SYDNEY (SUBURB) IN COMPARISON WITH NORTH SYDNEY LGA AND SYDNEY

SD.
CHARACTERISTICS NORTH SYDNEY NORTH SYDNEY LGA SYDNEY SD
(SUBURB)
Average household size 2006 = 18 = 19 = 27
‘ Average household size 2001 = 19 = 19 = 26
Average household size 1996 = 19 = 19 = N/A

Source: ABS, 2006

Overall, at the time of the 2006 Census, the suburb of North Sydney and the North Sydney LGA have
significantly lower average household sizes than that of the Sydney SD.

Household size in the suburb of North Sydney has slightly declined from 1.9 persons in 1996 and 2001 to
1.8 persons at the time of the 2006 Census

The North Sydney LGA average household size remained the same (1.9 persons) between 1996 and
2006. Table 2 below details these figures.

Table 3 below provides an overview of the housing types within North Sydney (suburb), North Sydney
LGA and the Sydney SD.

It can be seen that the majority of housing types within North Sydney (suburb) (74.1%) and North Sydney
LGA (70.3%) are flats, units or apartments. These are significantly higher than that of the Sydney average
of 25.7%.

The suburb and LGA of North Sydney have a similar percentage of separate houses stated (12.6% and
13.9%) respectively. This is considerably lower than the Sydney Average of 61.7%.

URBIS
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TABLE 4 — HOUSING TYPE WITHIN NORTH SYDNEY (SUBURB) WITH NORTH SYDNEY LGA AND SYDNEY SD.

HOUSE TYPE NORTH SYDNEY NORTH SYDNEY LGA SYDNEY SD
(SUBURB)
Separate house 12.6% 13.9% 61.7%
Semi-detached, row or 12.3% 15.0% ' 11.8%

terrace townhouse

Flat, unit or apartment 74.1% 70.3% 25.7%
Other e.g. caravan, 1.0% 0.8% j 0.7%

i houseboat
Not stated 0.0% 0.0% 0.1%

Source, ABS, 2006

3.4 HOUSEHOLD TENURE
The following explains the tenure type associated with North Sydney and the Sydney SD.

The figure below shows that there are a significantly higher proportion of rented homes within North
Sydney (suburb) (53.65%) and the North Sydney LGA (46.4%) as a whole when compared to the Sydney
Average of 29.7%.

Overall, at the time of the 2006 Census, these suburbs and North Sydney LGA had a significantly lower
proportion of property being fully owned or being purchased when compared to Sydney.

FIGURE 5 — TENURE TYPE FOR NORTH SYDNEY (SUBURB) COMPARED TO NORTH SYDNEY LGA AND SYDNEY 8D
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3.5 INDIVIDUAL AND HOUSEHOLD INCOME

The figure below presents a comparison of the median individual and household incomes for North
Sydney (suburb), the North Sydney LGA and the Sydney SD.

At the time of the 2006 Census, North Sydney (suburb) had a significantly higher weekly individual ($896)
and weekly household ($1,605) income when compared to the Sydney average of $518 and $1,154
respectively.

FIGURE 6 - WEEKLY INDIVIDUAL AND HOUSEHOLD INCOME FOR NORTH SYDNEY (SUBURB) COMPARED TO NORTH
SYDNEY LGA AND SYDNEY SD.
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3.6 FAMILY iNCOME

The following figure provides the average weekly family incomes for North Sydney (suburb) compared to
the North Sydney LGA and the Sydney Average.

FIGURE 7 - WEEKLY FAMILY INCOME FOR NORTH SYDNEY AND SYDNEY SD
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3.7 WEEKLY RENTAL PAYMENTS

The table below details weekly rent payments for North Sydney (suburb) compared to the North Sydney
LGA and the Sydney SD as at the time of the 2006 Census. As stated previously, North Sydney (suburb)
and the North Sydney LGA have significantly higher rental tenure than that of the Sydney Average.

This is discussed in further detail in Section 4 of this report.

TABLE 5 — WEEKLY RENTAL PAYMENTS FOR NORTH SYDNEY (SUBURB), MILSONS POINT (SUBURB), ST LEONARDS
(SUBURB) AND CHATSWOOD (SUBURB) COMPARED TO NORTH SYDNEY LGA AND SYDNEY SD.

RENT NORTH SYDNEY NORTH SYDNEY LGA SYDNEY SD
(SUBURB)

$0-$179 . 7.7% . 7.2% . 244%
$180 — $224 *  10.5% . 45% = 15.5%
$225 - $274 . 14.1% . 116% s A7.7%
$275 - $349 . 18.7% «  245% = 17.3%

| $350 - $449 .~ 19.8% . 248% . 12.2%
| $450 — $549 *  13.9% . 12.3% . 49%
© $550 and over . 126% = 13.1% = 5.0%
Not stated . 28% . 21% . 3.1%

Source: ABS, 2006

3.8 MONTHLY HOME LOAN REPAYMENTS

The following details monthly home loan repayments as at the 2006 Census for the four study suburbs,
the North Sydney LGA and the Sydney SD.

As detailed in Table 5 below, it can be seen that the majority of all monthly home loan repayments in
North Sydney (suburb) and the North Sydney LGA, are above $2,000, considered relatively high,
reflecting high property prices in the area and higher incomes as previously discussed. The average
Sydney monthly home loan repayments above $2,000 are 40.2%.

TABLE 6 — MONTHLY HOME LOAN REPAYMENTS IN NORTH SYDNEY (SUBURB), COMPARED TO NORTH SYDNEY LGA
AND SYDNEY SD.

HOUSING LOAN NORTH SYDNEY NORTH SYDNEY LGA SYDNEY SD
REPAYMENT (SUBURB)
$1-$749 . 7.2% = 59% = 96%
$750 - $949 = 45% ‘ » 3.3% ‘ = 5.4%
$950 - $1,199 = 38% = 50% * 82%
$1,200 — $1,399 = 58% = 44% . 77%
LEBIS DEMQGRAPHIC PROFILE OF NORTH SYDNEY SUBURB AND NORTH SYDNEY LGA 1 9
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HOUSING LOAN NORTH SYDNEY NORTH SYDNEY LGA SYDNEY SD

REPAYMENT (SUBURB)

$1,400 - $1,599 * 43% = 46% = 74%

$1,600-$1,999 n 7.2% = 9.9% = 14.1%

$2,000 or more = 58.2% = 58.9% = 40.2%
| Not stated = 9.0% = 7.6% = 7.8%

Source: ABS, 2006

3.9 EMPLOYMENT PROFILE
At the time of the 2006 Census, the unemployment rate for the: suburb of North Sydney was 3.6%, being
lower than that of the Sydney SD (5.3%). The North Sydney LGA was also below the Sydney average for
unemployment in 2006.

Wrth:‘ rfegard io occupaﬁon type‘ Nurth Sydney had a significantly higher percentage of persoi

thie ‘pi compa 'dtotheSydneySD Th
,;dney reswtentswas managevs compared to ‘cleric

far the Sydrrey SD.
The table following shows that there is a lower percentage of ‘technicians and trades workers’, ‘labourers’

and ‘machinery operators and drivers’ within North Sydney (suburb), Milsons Point, St Leonards,
Chatswood and the North Sydney LGA then that of the Sydney Average.
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TO NORTHSYDNEY LGA AND:SYDNEY 8D.

TABLE 7 ~ OCCUPATION TYPE FORNORTH SYDNEY (SUBURB), COMPARED

NORTH SYDNEY NORTH SYDNEY LGA SYDNEY SD

OCCUPATION ,
(SUBURE)
Professionals = 42.3% = 42.0% = 23.8%
Managers = 19.1% = 20.0% = 13.2%
| A
Slsricll g adminiatrative . 13.8% . 145% . 16.7%
| workers
Sales workers l . 7.5% " . 72% . 95%
|
| Community and personal -
= 7.1% = 59% = 8
| service workers e
Technicians and trades . 57% = 56% = 12.7%
workers
| Labourers = 23% = 21% = 8.1%
Ma v operators and . OB% . 0.8% . 6.0%
Source: ABS, 2006

310  MOTOR VEHICLE OWNERSHIP

& following figure depicts the number of motor vehicles owned within ds
{the Sydney SD at the time of the 2006 Census.

Overall, North Sydney (suburb and LGA) have a lower vehicle ownership rate than the Sydney Average.
This is likely due to the higher density living and limited car parking options within these areas.

North Sydney (suburb) (25.1%) has significantly higher percentages of 'no v
compared to the Sydney average of 12.6%. The most common number of vehic
across all areas studied is one vehicle. There were also a numberof persons who

response to-vehicle ownarship at the time of the 2006 Census.
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FIGURE 8 — VEHICLE OWNERSHIP FOR NORTH SYDNEY (SUBURB), COMPARED TO NORTH SYDNEY LGA AND SYDNEY
SD.
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4 Future Demographic Profile

The following section outlines the key population projections considered in this study. For the purpose of
this study, the North Sydney LGA has been compared to the Sydney Statistical Division.

The data and information in this section has been derived from the NSW Department of Planning
population projections published in 2010. This analysis aims to identify specific future population trends
that are critical for assessing and identifying the appropriate dwelling typology and affordability factors
associated with the proposed residential apartment development.

4.1 PROJECTED POPULATION AGE DISTRIBUTION

The Department of Planning projections indicate a noticeable change in the composition of the population
of the North Sydney LGA. The Diagram below, graphically details the expected future distribution.
Utilisation of a radar graph shows a change in population distribution in the 25-49 age brackets. Though
the change is only small in percentage terms, it is still notable. Growth rates are available on a 5-year
interval basis in line with the numerical projections above. The use of 10-year intervals makes trends
clearer and eliminates out of line fluctuations.

Figure 9 — North Sydney projected population distribution in 10 year increments
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When assessed in ten-year increments a better picture of the overall change can be seen. The
percentage of the population aged 20-24, 25-29, 30-34, 35-39 and 40-44 is expected to decline
consistently from 2011 to 2031. An increase of distribution of persons aged 65+ supports an ageing
population with all other categories remaining relatively stable. Changes in the lower age brackets (19
and below) are negligible.

The population profile is currently very different to that of the Sydney SD and this trend is expected to
continue. The Sydney SD (seen in the figure below) is a typically distributed radar chart with a slight
ageing of the population, but overall only minimal deviations expected between 10-year intervals. North

URBIS o N 23
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Sydney’s change is more noticeable and can be partially attributed to a more diverse range of socially
influential factors such as the existence of a regional CBD. As the charts progress (in time), North
Sydney’s population gradually moves towards Sydney's normal distribution.

Figure 10 — Sydney SD projected population distribution in 10 year increments
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The overall picture is an extraction of population from the 25-49 age brackets and replacement of those
losses into the 65+ age brackets. This analysis is only proportional and does not account for significant

overall projected growth in population. Though some categories may decline in proportionate terms they
are still expected to grow in number.

4.2 PROJECTED POPULATION INCREASES

The North Sydney LGA is expected to experience stable population increases in each 5-year interval from
2006 to 2036 as detailed in the Department of Planning’s population projections. The LGA is expected to
grow to 76,600 persons, representing an increase of 14,700 persons from 2006. This represents a total
increase of 23.7% from 2006, significantly less than the 39.7% growth expected for the Sydney SD.

The highest numerical levels of growth are anticipated to be persons aged 70-74 and 85+ with 1,520 and
1,510 new residents respectively by 2036. The Sydney SD presents a very similar set of figures with the
greatest increases being in the same two categories.

Growth rates, as seen in Figure 11 below, are not too dissimilar from the raw numerical increases.

; URBIS
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Figure 11 — North Sydney LGA population growth rates
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10-year interval growth rates are weighted towards the top end of the age spectrum, further supporting an
ageing population. In addition, substantial growth is expected to be seen through to the end of the second
half of the 2006-2016 interval for persons aged 0-14. This level of growth is however expected to
significantly decline for the remaining two intervals with relatively minimal rates of growth for all persons
aged between 0 and 69.

Comparatively, the growth rates for the Sydney SD are expected to be different with greater increases
across most age brackets. The key similarity can be seen in the weighting of growth towards the top end
of the age spectrum. Persons aged 60+ are anticipated to experience relatively high growth rates with
persons aged 85+ increasing by 60% between 2026 and 2036.

4.3 JOURNEY TO WORK
Journey to Work data has been analysed in the charts overpage with the top ten ranked LGA's
highlighted. As anticipated the largest proportion of North Sydney LGA workers reside within the LGA at

15.5% of total residents. The LGA’s of Warringah (6.22%), Willoughby (6.21%) and Sydney City (5.74%)
are significantly lower however are closely aligned.

Conversely, the largest proportion of North Sydney LGA residents work within the Sydney CBD at 12,981
persons (37.1%), with North Sydney LGA residents representing 26.5% of workers within the LGA.

URBIS -
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FIGURE 12 — PLACE OF WORK (2006)
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4.4 KEY FINDINGS OF DEMOGRAPHIC ANALYSIS

The demographic analysis identified a number of key observations including:

= The suburb of North Sydney has a significantly lower number of persons aged 0 to 4 years ((3.4%
and 2.4%) and 5 to 14 years (4.5% and 2.7% respectively), when compared to the Sydney averages
(6.6% and 13.0% respectively);

= The suburb of North Sydney has the largest total percentage of lone person households (37.2%)
when compared to the Sydney average;

=  Two person households are also significantly higher within North Sydney (suburb) (40.0%) and North
Sydney LGA (40.2%) when compared to the Sydney average of 31.2%;

= The majority of housing types within North Sydney (suburb) (74.1%) and North Sydney LGA (70.3%)
are flats, units or apartments, significantly higher than the Sydney average of 25.7%;

= There is a higher proportion of rented homes within North Sydney (suburb) (53.6%) and the North
Sydney LGA (46.4%) compared to the Sydney average of 29.7%,

= At the time of the 2006 Census, North Sydney (suburb) had a significantly higher weekly individual
($896) and weekly household ($1,605) income when compared to the Sydney average of $518 and
$1,154 respectively;

I
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= The majority of all monthly home loan repayments in North Sydney are above $2,000, reflecting high
property prices in the area and higher incomes;

= at the time of the 2006 Census the unemployment rate for the suburb of North Sydney was 3.6%,
lower than the Sydney average of 5.3%;

» North Sydney (suburb) (42.3%), Milsons Point (43.6%), St Leonards (45.2%), Chatswood (35.4%)
and the North Sydney LGA (42.0%) had a significantly higher percentage of persons who states that
they were a ‘professional’, when compared to the Sydney SD (23.8%);

= North Sydney (suburb) (25.1%) has significantly higher percentages of ‘no vehicle’ households when
compared to the Sydney average of 12.6%;

» Between 2011 and 2036, the population aged between 20 and 44 years of age is expected to
decrease;

= Between 2011 and 2036, the population aged 65 years and over is expected to increase, supporting
an ageing population;

* The North Sydney LGA is expected to experience stable population increased in each 5-year interval
from 2006 to 2036, with the LGA expected to increase by 14,700 persons (23.7%), significantly less
than the growth expected for the Sydney SD (39.7%); and

» The highest humerical levels of growth are anticipated to be person aged 70-74 years and those aged
85 years and older. Substantial growth is also expected to be seen through to the end of the second
half of the 2006-2016 interval for persons aged 0-14.

* The largest proportion of persons working within the North Sydney LGA also resides within the LGA
at 15.5%. Conversely the largest proportion of residents within the North Sydney LGA work within the
Sydney CBD at 37.1% compared to North Sydney at 26.5%.

Having considered the demographic profile of North Sydney we will now consider the consequences for
the commercial market before moving on to the residential market.
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9) The Commercial Market in North Sydney

The market for commercial office space in North Sydney is one of Australia's Largest, being similar in
scale to the markets in the smaller capital cities. The Sydney CBD is Australia’s largest commercial
market by a considerable margin. In this context, the relationship of North Sydney with the Sydney CBD is

of key importance. This proximity has made North Sydney the first alternative for businesses that require
proximity to the Sydney CBD.

Tenants have indicated that their choice of North Sydney is most influenced by the relative cost of office
space, public transport, the availability of parking and corporate image. (Urbis JHD, 2004). North Sydney
offers similar prestige to the Sydney CBD, without the generally higher costs. To summarise, the
competitive advantage of the North Sydney CBD, as expressed by Tenants, is;

= Relative Affordability;

= Accessibility, including vehicular;

= Corporate Image.

5.1 DEMAND

As can be expected, the commercial property market in North Sydney has been influenced by changes in
economic circumstance over the years. The absorption rate, or vacant space take up rate, shows how
demand for commercial space has changed over the years.

Net Absorbtion of Commercial Office Space
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The above chart shows the improvement in demand which flowed from the recovery after the 1987 stock
market crash, followed by the deterioration during the recession we had to have. The bigaest effect
flowed from the tech bust at the beginning of the new century. This shows the nature of demand for
space, being utilised by what might be considered secondary and newer businesses, pushed out of the
Sydney CBD. This demonstrates that demand has since recovered, however has only recently moved

ahead, largely as a consequence of the release of significant new supply attracting tenants, taking
advantage of relatively lower rents.

According to the latest PCA Office Market figures released as at July 2011, the audited net absorption for
the 12 month period for the North Sydney office market was 18,539sq.m, only slightly below that of 12
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months prior being 18,564sq.m. This is a positive result compared to that of 2009 and 2010 where
negative net absorption was experienced.

Having regard to the subject building in our assessment of demand within the local market, we have been
advised that the most recent dealing was undertaken in May 2011. This comprised an initial gross rent of
$300/sq.m over 459.6sq.m of floor space on level 5. The previous tenants’ lease commencement was in
August 2001 for a term of 10 years terminating in May 2011. The initial gross rent for this tenant was
$345/sq.m, terminating at a rental of $367/sq.m, equating to a low 6.3% growth in net rental over the 10
year period. It is noted that in an attempt to retain this tenant at lease expiry, significant incentives were
offered to the tenant.

Further of note, there has been a deal struck over the ground floor commencing 1 September, 2011 for a
period of only 2 years, terminating in August 2013. The 412m? has been leased at a gross rental of
$225/sq.m.

These new deals at $225/sq.m and $300/sq.m gross are indicative of market conditions, especially for
older commercial premises and in both cases are below the commencement rents of the previous tenant.
Further to this, and as stated earlier in this report, whilst nominal rents increased prior to the GFC ,after
adjusting for inflation, nominal rents are actually showing negative growth. Accordingly, this re-establishes
that depreciating real long term rents are a factor of the oversupplied North Sydney Office Market.

The proposed development encompasses commercial accommodation to the ground floor and ievels 1
and 2 totalling to approximately 1,110sq.m (additional 129sq.m of mezzanine). The balance of the
development proposal provides for a mix of studio, 1 bedroom, 1 bedroom plus study, 2 bedroom, 2 bed
crossover and 3 bedroom units as detailed in the table below.

Project Synopsis
PROPOSED DEVELOPMENT SCHEME 150 PACIFIC HIGHWAY
Commerclal Mezzanine Residentlal

Studio 1bed 1bed +study 2 bed 2 Bed Crossover 3 bed
Basement -6
Ground Floor 80
Level 1 511
Level 2 519 129
Lewel 3
Lewel 4
Level 5
Level 6
Level 7
Lewel 8
Lewel 9
Level 10
Level 11
Level 12
Lewel 13
Level 14 1
Level 15 1
Lewel 16
Level 17
Level 18
Level 19
Level 20
Lewvel 21
Lewvel 22
Lewel 23
Total 1,110 129 34 25 3

D = O =] =W
W WwWwwwwww-—
- —
[, L=

-
=~ =2 NN DB OGOO DA

e T = g e e

20 12

»
ury

As stated, the net absorption within the inner northern market has seen little movement within the past 12
months and it is unlikely that the market will experience significant demand for floorspace within the next
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12 months, especially with lowering business sentiment and uncertainty apparent within financial markets.
With regard to market demand, the 1,110sq.m of commercial office space proposed is considered high
and may encounter problems with leasing and therefore vacancy. In turn this can impact on the
aesthetics and overall appeal of the development. Furthermore as stated in section 2.7.1 the commercial
component at present does not promote a positive return on development and is therefore not feasible at
this time.

5.2 SUPPLY

The following chart provides a summary of the future commercial office supply proposed to enter the
Inner North Office Precinct of Chatswood, Crows Nest/St Leonards and North Ryde over the next three
years. 2012 is anticipated to add 24,370sq.m of office space to the market.

Future Office Supply

Market Address Project Name Proposed Status Levels Proposed
Completion Office NLA
Chatswood 457-471 Victoria Avenue n/a 2012 DA Approved 15 14,412
Chatswood 7 Railway Slreet Pacific Place 2013+ Construction 5§ 4,900
Crows Nest/St Leonards 296-304 Pacific Highway 300 Pacific Highway 2011 (Q3) Construction 3 1,183
Crows Nest/St Leonards Pacific Highway Gore Hill Technology Park - 2012 Site Works 7 14,100
Building C
Crows Nest/St l.eonards Cnr Pacific Highway & Campbell  Gore Hill Technology Park - 2013+ DA Applied 8 14,133
Street Building D1
North Ryde 105 Delhi Road The Precinct Carporate Centre 2012 Site Works 4 10,270
TOTAL 2011 1,183 sq.im
2012 24,370 8Q.m
2013 19,033 8q.m

Further to this, there are a number of developments which are proposing mixed use development with a
larger proportion of residential uses in conjunction with the level of demand within the market for
affordable residential product. Developments include:

12-16 Berry Street — Development Approval has been granted for a mixed use tower comprising two
levels of basement parking (36 car spaces), office space over levels 1 and 2 and 7 floors of residential
apartment accommodation above, providing 53 apartments. The office accommodation proposed
comprises 503.2sq.m across two floors representing 12.2% of the proposed GFA (4,113sq.m). The
nature and mix of this development is considered to reflect the demand for affordable accommodation
within these areas and the feasible nature of such developments.

156-158 Pacific Highway- The site is improved with a 5 storey commercial office building which is
proposed to be demolished and redeveloped into a 9 storey mixed use building containing 404sq.m of
commercial floor space,40 residential apartments and basement car parking for 31 vehicles.

239-237 Pacific Highway - An application has been submitted for an 86 unit development over 10 floors
providing a mixture of studio, 1, 2 and 3 bedroom units. The development is surrounded by a mixture of
commercial and residential developments. This was approved by the JRPP in July.

136-142 Walker Street — An application has been submitted to Council for a residential tower with four
levels of basement parking, commercial uses to part of the ground floor and 21 levels of residential
apartment accommodation above. Approved by the JRPP in July

211-223 Pacific Highway — Also approved by the JRPP. This is owned by Australian Institute of
Management. The original DA was predicated on them being built back into the development. The site is
currently on the market with Expressions of Interest closing on 15 September 2011. AIM have now
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advised they do not propose to go back into the development. It is our understanding all interested parties
require to reduce the quantum of commercial space in the approved development.

The above provide examples of the type of developments currently proposed in the market and which are
considered to promote the most viable use of the site.

Barangaroo and Darling Harbour also represent significant competition to North Sydney, and as can be
seen from the table below these areas will supply over 465,000 square metres of space, which in itself is
more than 50% of the entire North Sydney market. Further to this we have also attempted to investigate
the supply proposed for Pyrmont, Ultimo, Rhodes and Homebush and have included detail, where
available in the table following. Note, PCA does not collect data on these markets and it is therefore
difficult to determine the current stock levels and therefore vacancies within the market.

FIGURE 13 - OFFICE SUPPLY; OTHER NON-SYDNEY CBD MARKETS

Future Office Supply

OTHER MARKETS COMPETING WITH NORTH SYDNEY

Market Address Project Name Proposed  Status Levels Proposed
Sydney CBD (Fringe) Hickson Road and Shelley Street Barangarco 2013 DA Approved 20+ 300.000
Sydney CBD (Fringe) Harbour Street Darling Harbour 2011 Consfruction 8 56,000
Pymont 21-43 Haris Street Jacksons Landing 2014 DA Approved 7 18,337
Pymont 38-42 Pirrama Road Rewy Site 20186 DA Approved 5 5416
Rhodes 1 Homebush Bay Drive Rhodes Corporate Business Park 2013 Qutfor Tender 6 17,750
Homebush Bay Cnr Murray Rose Ave & Ausfralia Ave Sydney Olympic Park Town Centre 2016 EarlyPlanning 6 15,600
Homebush Bay Cnr Olympic Blvd & Herb Elliot Ave Sydney Olympic Park 2013 DA Approved 10 26,141
Homebush Bay 15 Carter Street Carter Street Office 2012 DA Approved 6 8,083
Homebush Bay 7 Carter Street Carter Strest Office 2013 DA Approved 8 18,586

Further to the above, we note there are also a number of office premises which are undergoing
refurbishment and or fitout works within the areas of Pyrmont, Ultimo, Rhodes and Homebush.

Additional projects of significance proposed to enter the market include the following:

» 177 — 199 Pacific Highway, North Sydney - It is our understanding that a Part 3A has been granted
for the concept proposed to be located at 177-199 Pacific Highway. Approval of the Concept Plan
was granted in December 2010 by the NSW Government. The development is proposed to include:

— 31-storey building
— 4 levels of basement parking with 112 car spaces
— Publicly accessible plaza and a maximum floor area of 44,770 square metres.

— The project is currently in early planning with the DA before Council and to be determined by
JRPP. We note it is understood that this proposal was approved late August.

= 77 - 81 Berry Street and 88 Walker Street, North Sydney — This development was lodged under Part
3A as it addressed the relevant requirements under the Department’s guidelines. The development
proposes:

— Excavation of a 4 level basement car park to accommodate 226 cars, a 2 level basement at 88
Walker Street.

—  Construction of 37 storey retail / commercial building comprising 60,630sq.m of GFA on 77 — 81
Berry Street.

—~  Construction of a 33 storey, 200 bedroom hotel with conference, restaurant and bar facilities on
88 Walker Street.

-~ Excluded from the conditions of consent is also the construction of a pedestrian bridge linking
between 88 Walker Street and 77-81 Berry Street over Little Spring Street.
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» 88 Christie Street, St Leonards — The proposed development has been declared a major project
under Part 3A legislation. The proposal includes:

-~ The development of an 18 storey commercial office building with ancillary retail uses.
— Total GFA proposed is 36,253sq.m.

— No further detail on this project has been released to date with preliminary estimates of
completion date set for late 2013/ early 2014.

«  90-100 Mount Street, North Sydney proposes:

— 2 storeys of retail tenancies fronting Walker and Mount Streets.

8 storeys of 'low rise’ commercial floor space (floor plate of 1,145sq.m of NLA).
— 10 storeys of ‘midrise’ commercial floor space (floor plate of 1,250sq.m NLA).

— 10 storeys of 'high rise’ commercial floor space (four floor plates of 1,250sq.m NLA and six floor
plates of 1,265s¢g.m Net Lettable Area.

~ 5 basement levels accessed from Spring Street accommodating 130 car parking spaces.

It is our understanding that a revised DA is in the final stages of preparation based on expanding the
commercial component by several thousand square metres. .

It would be expected that a considerable impact would be seen within the market from any one of these
projects due to the significant size and floor space proposed. Particularly when considered against the
low absorption rate.

Further to this there are a number of mooted projects based on PCA data, most of which have
development approval, which have been detailed in the following table.

Mooted Projects

Market Address Project Name Proposed Status Levels Proposed
Compietion Otfice NLA
Chatswood Albert Avenue Thomas Street Car Park Mooted DA Approved 28 24,155
Crows Nest/St Leonards 5-7 Alchison Street Stage 2 Mooted DA Approved 1 552
Crows Nest/St Leonards Spine Road Gore Hill Technology Park - Buildings  Mooted DA Applied 7 20,000
D3&D4
Crows Nest/St Leonards Pacific Highway Gare Hill Technology Park - Building D2 Mooted DA Applied 6 12,000
North Ryde Lot 8 Julius Avenue (Incl Lot 9)  Epicentre (Riverside Corporate Park} Mooted DA Approved 17 34,194
North Ryde 84-92 Talavera Road 88 Talavera Road Mooted Site Works 1 28,354
North Ryde 80 Waterloo Road 80 Waterloo Road Mooted DA Applied -] 15,000
North Ryde 112 Talavera Road nfa Mooted DA Approved 6 12,000
North Ryde 144 Wicks Road Former Peter Board Highschool Mooted DA Approved 9 25,000
North Ryde 34 Waterloo Road 1Q Macquarie Park Mooted DA Approved 23 34,033
North Ryde 1 Rivelt Road {Stage 2) 1 Rivett Road (Stage 2) Mooted DA Approved 8 11,380
North Ryds 39 Delhi Road - Phase 2 Lighthouse Mooted DA Approved B 30,000
North Ryde 27-37 Delhi Road Global Business Park - Stages 1 & 2 Mooted DA Approved & 32,000
North Sydney 1 Denison Shopping World Site Mooted DA Approved 28 46,500
North Sydney 90-100 Mount Street n/a Mooted DA Approved 36 34,590
North Sydney 80 Arthur St Standards House/Astrontech House Mooted DA Approved 24 15,608
TOTAL 375,566

Incentives within the market at present are between 25% - 30% and with further supply proposed to enter
the market it is likely that these will remain for the foreseeable future, resulting in the lowering of effective
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rents. It is noted that the upper end of this range is reflective of older style commercial stock, which in
some cases have exceeded this range. The number of mooted projects and significant floor space
proposed is anticipated to put pressure on net absorption figures in the medium term. Incentives within
this range have been apparent since early 2009 having increased by up to 10% in some dealings from
2007 when conditions were much more positive.

By considering the Transport Data Centres forecast of employment growth against the Property Council’s

estimates of commercial supply in the Inner North Subregion, it becomes clear that there is a substantial
oversupply. The data suggests that there will be a cumulative over supply for the next 25 years.

The Inner North Subregion incorporates the local Government Areas of Lane Cove, North Sydney, Ryde,
Willoughby, Hunters Hill and Mosman.

Figure 14 — North Sydney Office Space Over Supply forecast*

Inner North Employment Growth v Office Space Supply

Total Number of Increase in Office Additalonal Area e Oversupply AU
\ear Office Workers  Employees Required (sq.m) mooted supply (sq.m)* Oversupply
(sq.m) (sq.m)
2011 117,272 - - - 89,748 89,748
2016 118,476 1,205 18,071 77,396 59,325 149,073
2021 124,740 6,264 93,958 342,756 248,798 397,871
2026 127,005 2,265 33,979 0 -33,979 363,892
2031 129,383 2,377 35,661 0 -35,661 328,232
2036 133,117 3734 56,008 0 -56,008 272,224

* 2011 Gvarsupply is existing vacancies
Source (TOC, PCA, Urhis)

If all mooted supply comes on line, the Inner North will be oversupplied beyond 2036 assuming no more
developments are approved before this time. The below graph demonstrates the supply of commercial
floor space in North Sydney against the real commercial rents. As can be seen, supply has remained
fairly consistent over the past 20 years with a decrease in real rents corresponding to a reasonably recent
increase in supply.

4 Employees included are from IT, Finance, Real Estate Services, Professional and Scientific, Admin and Public Administration
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Commercial Rents VS Supply
NORTH SYDNEY
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With more than 650,000sq.m of office space (PCA, 2011) planned or mooted for the Sydney CBD over
coming years, and more than 300,000sq.m in the Crows Nest/St Leonards, Chatswood and North
Ryde/Global Economic Corridor areas, the commercial market in North Sydney faces significant
competitive challenges. It is worth noting that the entire North Sydney market comprises just over this
amount at 860,473sq.m. At 300,000sq.m, Barangaroo South constitutes a market more than one third the
size of North Sydney. The nature of Barangaroo means that it will compete directly for what have
traditionally been North Sydney’s tenants. It is clear that there is an oversupply in the market for non-
Sydney CBD Core commercial space. This will present significant challenges for the commercial market
in North Sydney. It also provides a strong argument in favour of removing planning controls aimed at
increasing or even preserving commercial fioor space in the area. It also however presents an oppcrtunity
to position North Sydney as a vibrant, multi-dimensional mixed use CBD.

“ I
(%)

THE RESULT OF COMPETITION AND OVERSUPPLY

As with any market there is a limit to its size, and consequently there is a limit to the demand for office
space in Sydney generally. As other alternatives such as Chatswood, The Global Economic Corridor and
North Ryde have developed, they have successfully competed with North Sydney. With a continued
emphasis in many areas on increasing employment lands the broad competition for North Sydney
commercial property can be considered to incorporate almost all commercial areas throughout Sydney.
Such areas as Pyrmont/Ultimo, Rhodes, Homebush and Norwest, whilst not directly included in the
analysis here, may also offer alternatives and competition to North Sydney. It is worth noting that
improvements in communication technology to date and going forward have meant that businesses have
much more fiexibility in regard to where they locate. This will conceivably increase the locational
opportunities for businesses and hence competition for North Sydney going forward.
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Real VS Nominal Commercial Rents
NORTH SYDNEY
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The above chart demonstrates that commercial rents in North Sydney have actually declined in the past
20 years. That is, whilst nominal rents have increased from about $300/sq.m to $400/sq.m, after adjusting
for inflation they have declined by some $50 per square metre. Competition from North Ryde began in
about 2005 and it is evident from the above graph that the strong commercial market in the lead up to the
Global Financial Crisis (GFC) shielded North Sydney from the worst of this competition. However,
depreciating real long term rents are a clear sign of an over supplied market that is in decline. This is
evident in the recent lease deal undertaken in the subject building at $300/sq.m gross which is below the
initial rent from the previous tenant commencing as at August 2001 at $345/sq.m gross.

5.4 OFFICE VACANCY

North Sydney currently has a total commercial vacancy rate of 9.2%, down from 10.5% in January 2011,
according to the PCA figures released for July 2011. It is noted that the North Sydney market is
considerably sensitive to business sentiment and uncertainty with a lot of smaller firms occupying the
precinct which are the types of tenants that can be high risk during uncertain times.

The figure over the page compares the historical vacancy rate for North Sydney.
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North Sydney Office Vacancy

PCA AS AT JULY 2011
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The following chart highlights the current vacancy rates for the other inner North Office Precincts
including Chatswood, St Leonards/Crows Nest and Macquarie Park/North Ryde.

Inner North Office Vacancy
FCAAS AT JULY 2011
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The key findings from these other markets are:

= In all the above markets, vacancy rates have decreased from the previcus 12 month period following
post GFC related increases.

= The vacancy rate for Chatswood as at July 2011 was 17.0%, a decrease of 1% from January 2011
and an overall decline of 2.2% from 12 months prior, however this is still considerably high.

» St Leonard’s/Crows Nest decreased from 14.7% in January 2011 to 12.5% in July 2011.

= Macquarie Park/North Ryde decreased only slightly to 9.8% in July 2011 from 10.3% in January 2011
and 11.3% from 12 months prior.

Until recently, the North Sydney Office market vacancy rate has been forecast to decline. This was largely
anticipated due to the level of supply coming on board and the inherent demand for product within the
market. Looking ahead, based on the current market sentiment and uncertainty within global markets, it is
likely that the vacancy rate will increase within the short to medium term as existing tenants consolidate
and postpone expansion plans and firms move from the market. Further, the level of stock proposed or
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mooted to enter the market would suggest that vacancy levels will increase and effective rentals will
decline.

5.5 MARKET SHARE

The North Sydney market overall has the largest amount of commercial office stock within the north
precincts at 860,473sq.m according to the latest PCA Office Market figures released for July 2011. In
terms of the type of stock in the North Sydney Office Market, the majority of stock is B grade space
accounting for 50.1% (431,216sq.m) with A and C Grades of similar proportions at 21.7% (186,296sq.m)
and 21.2% (182,827sq.m) respectively, of the total market supply.

The older style and dated office stock generally carries the higher level of vacancy as tenants are looking
for newer more efficient accommodation to occupy. As such vacancy is concentrated in D Grade (21.2%)
and to a lesser extent, C Grade (11.5%) and B Grade stock at 10.2% while A grade stock showed a 4.8%
vacancy as at July 2011.

The following chart highlights the total stock levels within each of the Inner Northern markets. Evident is
the large stock levels in the North Sydney office market in comparison to Chatswood and St
Leonard's/Crows Nest. It is noted that the Macquarie Park market has only come on line since 2004.

Office Market Share (Total Stock)
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551 COUNCIL COMMERCIAL FLOORSPACE TARGET OF 250,000 SQM

The Department of Planning has imposed a requirement on Council that it should make provision to
accommodate an additional 250,000 square metres of commercial floor space by 2025. It is noted that
after accounting for the existing approvals and those being proposed, Council has achieved some 80% of
this target already. Given this, it is considered appropriate to locate any additional supply within the core,
rather than on the periphery.

5.6 COMMERCIAL USE OF THE SUBJECT SITE

Having considered the market as a whole, it is worth considering the site itse!f more specifically and how
it performs against key success factors for office developments.

Access to a skilled workforce: The site is well located to take advantage of the highly educated
professional workforce located in the North Shore and Upper North Shore. It would have a significant
advantage if it had superior vehicular access to that of the Sydney CBD. It is acknowledged that it cannot
readily compete with sites in the GEC which have ample parking, yet by being significantly better than the
Sydney CBD, North Sydney could attract a higher proportion of businesses.

Proximity to public transport: the site is up hill and some distance from the rail station, limiting the
desirability of accessing the site by rail for commercial uses.
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Co-location with other office developments: Although there is existing and planned office space in the
immediate vicinity, this is limited in absolute scale and hence does not offer ideal proximity to the bulk of
office space at the core. This fringe location limits agglomeration benefits.

Exposure: The office development would be well exposed to the main road however without the obvious
ability to park near the site it has no advantage over core property.

Access o employee amenily: Facilities and services for workers e.g. retail, accommodation, gyms,
medical, civic and community services: The site is removed from the retail and activity core of the CBD
resulting in reduced amenity.

Good road access: The site rates well on this metric, offering good road access from the highway.
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6 Proposed Development

The subject sites under the proposed LEP and DCP requirements creates significant design and
functionality challenges. There is a difficulty accommodating appropriate parking and access for
commercial and residential tenants such that functionality and privacy are maintained. For example a
single level of commercial space allows lifts to be reserved primarily for residential occupants where
multiple levels of commercial either necessitates separate residential and commercial access or risks
creating in-compatible uses which detract from both the commercial and residential amenity of the
building.

6.1.1 LACK OF APPEAL AND VIABILITY OF COMMERCIAL SPACE

We have been provided with high level project costs based on the proposed development scheme which
have been summarised in the table following. The costs vary slightly on the basis of an Owner
Occupier/Strata based Scheme compared to an Investment Scheme with the main cost variance
attributed by leasing expenses.

Project Costs
PROPOSED DEVELOPMENT SCHEME

Cost ltem Owner Occupler/Strata Scheme Investment Scheme
Land Costs $1,812,409 $1,812.408
Construction Costs $2,849,700 $2,849,700
Escalation Allowance $71,243 $71,243
Professional fees @ 12%: $341,964 $341,964
Contingency allowance @ 10%: $326,291 $326,291
General expenses: $6,000 $6,000
Leaseing expenses $711,716
Marketing expenses: $241,905 $215,653
Financing costs: $76,000 $76,000
Dewelopment charges: $111,000 $111,000
Financing costs @ 9% $868,297 $885,730
Total Project Costs $6,704,809 $7,407,706

Further to this we have undertaken a high level review of potential project returns based on these two
schemes. Evident from the table following is the higher overall potential returns achievable from a strata
scheme with rates per square metre ranging from $5,000 to $6,000 per square metre, equating to a return
of $6,563,500. Conversely, adopting a rental of $350 per square metre for the commercial space and
$500 per square metre over the ground floor retail equates to a total rental return of approximately
$406,695. Capitalising this at an estimated 9% equates to a potential return of an estimated $4,518,833.
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Project Returns
PROPOSED DEVELOPMENT SCHEME
Component

Owner Occupier/Strata Scheme

Pacific Highway - retail 80 m2 @ $6,000 $480,000
L1 Pacific Highway - commercial 170 m2 @ $5,500 $935,000
120m2 @ $5,500 $660,000
L1 Berry Street - commercial 221 m2 @ $5,500 $1,215,500
L2 Pacific Highway - commercial 66 m2 @ $5,500 $363,000
L2 Berry Street - commercial 370 m2 @ $5,000 $1,850,000
212 m2 @ $5,000 $1,060,000
Total $6,563,500
Investment Scheme
Pacific Highway - retail 80m2@ $500 $40,000
L1 Pacific Highway - commercial 150 m2 @ $350 $52,500
120 m2 @ $350 $42,000
L1 Berry Street - commercial 199 m2 @ $350 $69,650
L2 Pacific Highway - commercial 55 m2 @ $350 $19,250
L2 Berry Street - commercial 333 m2@ $350 $116,550
191 m2@ $350 $66,850
Total $406,800
Capitalised @ 9% $4,520,000

Within the North Sydney office market, incentives are currently ranging from 20% - 30%, the upper end
dependant on the location, quality (grade) and efficiency of the premises. Although, the level of immediate
supply proposed to enter the market is low, the level of uncertainty within the market is likely to see
incentives remain at this level for the short to medium term.

Although the above table highlights the benefit in terms of potential return based on a strata scheme
although at a sizeable loss, this does not necessarily reflect demand within the market for this type of
accommodation. At present there is an oversupply of office space within the market, with the current
vacancy as at July 2011 at 9.2%, further there is a significant level of approvals also in place (detailed
further in section 5.2 of this report).

Overall, this analysis suggests that in the current market and for the foreseeable future, as a
consequence of the lack of demand it is not viable to build commercial space in this location. Given the
construction costs for such space as detailed above and having due regard to other project costs such as
professional fees, contingency allowance, marketing expenses and finance costs it is not economically
possible to develop commercial space based on the current returns achievable. Through high level
analysis of the two schemes this results in negative profit outcomes with typical developers returns for a
project of this nature generally in the order of 15% to 25%.

Banks and other financial institutions require this level of return to secure finance for a project of this type
with a certain level of pre-commitment also required. This suggests that developments of a mixed use
nature with very limited commercial accommodation are a more appropriate planning response within this
market. That is, the reduction of commercial space and the inclusion of residential type uses will provide a
better planning outcome. Accordingly, where commercial space only is developed it is likely that the
space will be under-utilised and often vacant, detracting from the amenity and aesthatics of the
development. Given this, commercial development is not considered to promote the most viable and
efficient development for the subject site. If Council insist on the current controls, further development
within the area will concede and accordingly the status quo will be retained for years to come.
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The LEP requires some 3,900 square metres of commercial space for the subject site. Conversely, based
on the DLEP the minimum commercial threshold reduces to 2,608sq.m based on the requirement for 18
Berry Street being 0.5:1. This provides a substantial disincentive to the development of any functional or
improved building. It is considered the commercial component identified in the scheme proposed by
Strand Estates is inappropriate. Viewed in isolation, this component is unviable as the high cost
component is not reflected in the level of return potentially achievable. However, it does activate the
Pacific Highway and Berry Street frontages and provides appropriate separation for the residential
component of the development.
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7 The Residential Market in North Sydney

This section examines the North Sydney residential apartment market in terms of key buyer profiles, their
requirements and level of demand, the existing apartment typology breakdown in the study area, and
upcoming apartment supply. This section also provides an analysis of the relative level of over and under
supply of dwellings in the area, and a discussion on the outlook for the suburb, taking into consideration
issues such as affordability.

7.1 BUYER PROFILES

Market research has been conducted in relation to the residential apartment market within the North
Sydney suburb, and in conjunction with the analysis surrounding the existing demographic profiles as per
Section 4, it has been determined that there are three key buyer profiles that account for the bulk of
demand, being first/second home buyers, downsizers and investors. These buyers vary considerably in
their requirements and price points resulting in a two tiered market.

While current and historical demand over the last several years is reported to be particularly high for all
three categories, market research has indicated that demand is significantly higher in the first/second
home owner and investor markets than in the prestige property segment.

7.1.1  FIRST AND SECCND HOME BUYERS

First home buyers’ budgets are typically capped at approximately $500,000, with second home buyers
generally demanding stock priced between $600,000 and $1 million. Market enquiries have determined
that demand for this segment of the market is generally focused on one, one plus study and two bedroom
apartments due mostly to issues of affordability: most buyers are limited by their borrowing capacity, with
many borrowing up to their maximum and incurring mortgage repayments that represent up to 30% of
their gross income (viewed by AHURI as the general threshold of housing stress).

7.1.2 DOWNSIZERS

Downsizers are typically retired or semi-retired empty nesters who are relocating from larger farily
houses located in the suburban North Shore suburbs. Many wish to downsize their land but not their living
space, with most generally desiring two car spots (preferably contained), at least three bedrooms and a
high provision of storage. Typical price points for downsizers range from between $1.2 million to $1.6
million. Growth in this segment of the market has been particularly strong, with many recent and
upcoming developments particularly focused to this buyer profile, through the provision of large fioor sizes
(some up to around 150 square metres), high quality finishes, harbour views and significant storage.

7.1.3 INVESTORS

The investor market has a significant presence in the North Sydney residential market, attracted to the
suburb mostly due to its proximity to the CBD, the good provision of public transport and resulting strong
demand from renters. Investors generally target rental returns of between 3 and 5%. Current average
rents in the area, as outlined in the table below, in comparison to current dwelling prices discussed in the
following section, generally restrict ideal investment product to studios, one and two bedroom stock.

7.2 MARKET PERFORMANCE

7.21 CAPITAL GROWTH

Between March 2000 and March 2011, median strata unit values in North Sydney (suburb) increased
from $255,000 to $655,000, representing an average compounded annual growth rate (CAGR) of 6.5%.
Over the same period, median unit values across Sydney Greater Metropolitan Area increased from
$177,000 to $437,000 representing a slightly lower CAGR of 6.4%.

URBIS
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Figure 15 — Median House Prices — North Sydney and Sydney GMA (2000-2011)

Median Apartment Prices (March 2011)
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North Sydney shows consistently higher rents than Sydney overall due to its proximity to the city and the
residential amenity offered by the harbour and other local facilities.

7.2.2 RENTAL GROWTH

As illustrated below, rental growth in North Sydney (suburb) over the last 20 years has been particularly
strong in for 1 bedroom apartment stock, at 4.2% per year compounded on average. Four bedroom stock
has also shown growth however this is a very small, thin and highly volatile market. Growth has been
considerably more stable for 1 bedroom apartments, reflecting more consistent demand in that segment
throughout the period. This demand has been particularly driven by strong growth in dwelling prices in the
area and tight supply, which has forced many potential first time buyers to remain in the rental market.

Strong demand from renters and a low level of supply of affordable product has resulted in very low rental
vacancy rates, reported by local agents to be as low as 1% of stock.

Table 8 — Current rental rates — North Sydney suburb (March 2011)
North Sydney Suburb Rents (March 2011)

1br 2br 3br Average
420 575 800 520
(Source: HNSW)
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Figure 16 — Historic apartment rents index — North Sydney

North Sydney Suburb Rents (to March 2011)
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Source : Housing NSW; Urbis

High capital and rental growth rates in North Sydney have resulted in a deterioration of housing
affordability for both buyers and renters.

7.2.3  EXISTING APARTMENT SUPPLY

As at 2006, the North Sydney suburb comprised 11% studios, 35% one bedroom, 39% two bedroom,
13% three bedroom and 1% four+ bedroom dwellings (Source ABS). This represents a total of 85% of all
units being 2 bedrooms or less. By comparison Crows Nest has 93% of all units which are 2 bedrooms or
less.

Taking into consideration that the key buyers driving demand in North Sydney, being first/second home
buyers and investors, are generally limited to existing stock with fewer than 2 bedrooms, the suburb is
currently experiencing a high level of undersupply of one and two bedroom apartments. This view
is consistent with comments from local real estate agents who note that enquiries for this segment of the
market greatly outstrip supply and that product on the market tends to sell very quickly, more so prestige
property.

7.2, FUTURE APARTMENT SUPPLY

There are three key upcoming residential developments in North Sydney (suburb):

= 150 Walker Street, North Sydney — the development is specifically targeted to the prestige end of the
market, providing 3 bedroom apartments of approximately 160 square metres, and priced between
$1.25 million and $3 million.

= North Star, 197 Walker Street, North Sydney — this development is targeted to the higher end of the
market, providing 2 bedroom apartments priced from $775,000 and 3 bedroom apartments priced
from $1.12 million. Most apartments have views of the city/harbour and have large terraces and either
one or two car spaces.

= 225 Miller Street, North Sydney — this Meriton development is expected to be completed at the end of
2011, and will provide a total of 79 apartments. As per the Section 96 plans (approved July 2010),
the development will contain 12 one bedroom apartments, 46 two bedroom apartments (one with
study) and 21 three bedrooms apartments (5 with studies). It is understood that this is only being
offered to the market for lease at this stage.

In addition, there are also seven other new apartment developments through the broader North Sydney
LGA, being:

= Ensemble, 72-76 Chandos Street, St Leonards — 17 one bedroom apartment priced from
$460,000; three bedroom apartments ranging in price from $975,000 to $1.6 million.

URBIS
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= Pavilions on the Park (stage 2), Duntroom Avenue, St Leonards — one bedroom apartments
priced from $485,000 to $495,000; two bedroom apartments prices from $890,000 to $955,000 and
three bedroom apartments prices from $1.3 million to $1.4 million.

= 136 to 142 Walker Street, North Sydney: Winten has started marketing this new development which
incorporates 1, 2 and 3 bedroom luxury apartments, rooftop facilities, gym, lap pool and high quality
finishes. Currently being sold off the plan with prices starting from under $600,000

» 12-16 Berry Street, North Sydney comprises a nine storey mixed use building incorporating retail,
commercial and residential floor space. There are 53 residential units and basement parking.

»  211-223 Pacific Highway, North Sydney comprises the development of an 18 storey mixed use
building consisting 4 levels of basement car parking, ground floor retail (two restaurant tenancies),
commercial (office space) development on levels 1 to 3, and residential development from level 4 to
17. The proposal is for 60 one bedroom, 64 two bedroom and 20 three bedroom units.

»  239-247 Pacific Highway, North Sydney comprises a proposed mixed use building which is to
include 791m2 of commercial or retail space at ground floor level and a residential tower which
incorporates a total of 86 residential units. The unit mix comprises 20 studio apartments; 27 x 1
bedroom units; 31 x 2 bedroom units and 8 x 3 bedroom units.

* Panorama, 200-220 Pacific Highway, Crows Nest, comprises the development of a 17 storey
mixed use building containing 203 apartments, 7 serviced apartments, ground floor retail and 150 car
parking spaces.

With typical first home owners limited to dwelling prices of around $5C0,000 and investors generally
demanding properties that are either studios, one bedroom or two bedrooms, new developments in North
Sydney (suburb) are unlikely to address strong demand from these segments of the market. As a result, it
is likely that the existing undersupply of lower priced stock will continue into the short term, given
that the current supply pipeline for North Sydney is predominantly limited to prestige stock.

7.3 MARKET SIZE ASSESSMENT

This section provides an assessment of the level of affordability and hence the depth of the market in the
North Sydney (suburb) residential market to local North Sydney LGA residents, and to people across the
Greater Sydney Metropolitan area.

7.3.1 LOCAL RESIBENTS

The estimated maximum dwelling value that the first home buyer segment currently living in North Sydney
LGA could afford is $480,000. This is derived by adopting the average household income for North
Sydney and assuming a 30 year mortgage, 7% interest rate and a 20% deposit. Beyond $480,000,
buyers would fall into housing stress — the situation where mortgage repayments exceed 30% of gross
household income. Therefore, the current North Sydney (suburb) median strata dwelling price of
$655,000 is unaffordable to the average first home buyer. As a consequence, such people are likely
to be restricted to the rental market.

It is important to note that the asking prices of one bedroom apartments in upcoming developments in the
North Sydney LGA are also mostly beyond the budget of the average first home buyer currently living in
North Sydney LGA. The prices of apartments in the two new developments in North Sydney (suburb),
being 150 Walker Street and 197 Walker Street, are significantly higher than the $480,000 price threshold
for the North Sydney LGA first home buyers. Only approximately 40% of first home buyer households
could afford the asking price of a one bedroom unit in Ensemble, roughly 30% could afford the asking
price for a one bedroom apartment at Pavilions on the Park and less than 15% could afford the two
bedroom asking price in the Pavilions.

Therefore, it is evident that new apartment stock being developed in the North Sydney LGA is not
providing for the first home buyer market. This poses challenges to attracting a diverse and vibrant
population mix within the suburb.

The housing affordability matrix below illustrates affordability thresholds at varying house prices and
varying interest rates for the North Sydney LGA first home buyer market. As shown, the affordability issue
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overpage indicate that at the given house price and interest rate, buyers fall into housing stress.
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$300,000

$350,000

Average Household Income = $102,702

6.00%
6.25%
6.50%
6.75%
7.00%
7.25%
7.50%
7.75%
8.00%
8.25%
8.50%
8.75%
9.00%
9.25%
9.50%
9.75%

10.00%

$1,439
$1,478
$1,517
$1,557
$1,697
$1,637
$1,678
$1,719
$1,761
$1,803
$1,845
$1,888
$1,931
$1,974
$2,018
$2,062
$2,106
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$1,679
$1.724
$1,770
$1,816
$1,863
$1,910
$1,958
$2,006
$2,055
$2,104
$2,153
$2,203
$2,253
$2,303
$2,354
$2,406
$2,457

$400,000

$1,919
$1,970
$2,023
$2,076
$2,129
$2,183
$2,237
$2,293
$2,348
$2,404
$2,461
$2,517
$2,575
$2,633
$2,691
$2,749
$2,808

Ty

Table 9 — Affordability matrix — North Sydney LGA first home buy
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House Price
$450,000

$2,158
$2,217
$2,275
$2,335
$2,395
$2,456
$2,517
$2,579
$2,642
$2,705
$2,768
$2,832
$2,897
$2,962
$3,027
$3,003
$3,159

$500,000

$2,398
$2,463
$2,528
$2,594
$2,661
$2,729
$2,797
$2,866
$2,935
$3,005
$3,076
$3,147
$3,218
$3,291
$3,363
$3,437

$3,510

$550,000

$2,638
$2,709
$2,781
$2,854
$2,927
$3,002
$3,077
$3,152
$3,229
$3,306
$3,383
$3,461
$3,540
$3,620
$3,700
$3,780
$3,861

$600,000

$2,878
$2,955
$3,034
$3,113
$3,193
$3,274
$3,356
$3,439
$3,522
$3,606
$3,691
$3,776
$3,862
$3,949
$4,036
$4,124
$4,212

Note: Bold Red numbers show that this house price and interest rale level pushes residents over the 30% of household income
threshold. Average household incomes are taken from the 2006 census and adjusted to account for income growth to 2010.

Source :Urbis

The estimated maximum dwelling value that established buyers (i.e. second home buyers and down-
sizers / empty nesters) currently living in the Sydney LGA can afford is around $855,000. This is derived

by adopting the same assumptions used for the first home buyers, with the exception being at 50%

instead of 20% deposit to account for the average amount of equity that this market has in their current

home.

With this price threshold, established buyers could afford the one bedroom apartments that are being
provided in new developments in the North Sydney LGA, which range in price from around $460,000 to
$495,000. However, there is little provision of new two bedroom apartments that are affordable to
the average established buyer currently residing in the North Sydney LGA. Increasing the provision
of two bedroom apartments in North Sydney (suburb) would assist in addressing this issue.

Once again, the matrix below demonstrates that buyers’ price thresholds are significantly affected by

interest rate changes.
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Table 10 — Affordability matrix — North Sydney LGA established market

S - -

$700,000 $750,000 $800,000 $850,000 $900,000 $950,000  $1,000,000

Average Household Income = $102,702

6.00% $1,889 $2,023 $2,158 $2,293 $2,428 $2,563 $2,698
6.25% $1,940 $2,078 $2,217 $2,355 $2,494 $2,632 $2,771
6.50% $1,991 $2,133 $2,275 $2,418 $2,560 $2,702 $2,844
6.75% $2,043 $2,189 $2,335 $2,481 $2,627 $2,773 $2,919
7.00% $2,096 $2,245 $2,395 $2,545 $2,694 $2,844 $2,994
7.25% $2,149 $2,302 $2,456 $2,609 $2,763 $2,916 $3,070
7.50% $2,203 $2,360 $2,517 $2,674 $2,832 $2,989 $3,146
7.75% $2,257 $2,418 $2,579 $2,740 $2,901 $3,063 $3,224
8.00% $2,311 $2,476 $2,642 $2,807 $2,972 $3,137 $3,302
8.25% $2,366 $2,536 $2,705 $2,874 $3,043 $3,212 $3,381
8.50% $2,422 $2,595 $2,768 $2,941 $3,114 $3,287 $3,460
8.75% $2,478 $2,655 $2,832 $3,009 $3,186 $3,363 $3,540
9.00% $2,535 $2,716 $2,897 $3,078 $3,259 $3,440 $3,621
9.25% $2,591 $2,777 $2,962 $3,147 $3,332 $3,517 $3,702
9.50% $2,649 $2,838 $3,027 $3,216 $3,405 $3,595 $3,784
9.75% $2,706 $2,900 $3,093 $3,286 $3,480 $3,673 $3,866

10.00% $2,764 $2,962 $3,159 $3,357 $3,554 $3,752 $3,949
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Note: Bold Red numbers show that this house price and interest rate level pushes residents over the 30% of household income threshold.
Average household incomes are taken from the 2006 census and adjusted to account for income growth to 2010.

Source :Urbis

The assessment in the preceding section demonstrated that new apartment stock entering the North
Sydney (suburb) market is largely unaffordable to local North Sydney LGA residents.

7.3.2 SYDNEY GMA RESIDENTS

This section repeats the assessment presented in the preceding section, however references buyers
across the entire Sydney Metropolitan area.

The approximate price threshold for the average Sydney first home buyer is $415,000, making the
existing and new apartment stock in North Sydney (suburb) unaffordable to the average first home buyer.
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Table 11 — Affordability matrix — Sydney GMA first home buyers

House Price
$300,000 $350,000 $400,000 $450,000 $500,000 $550,000  $600,000

Average Household Income = $88,480

6.00% $1,439 $1,679 $1,919 $2,158 $2,398 $2,638 $2,878
6.25% $1,478 $1,724 $1,970 $2,217 $2,463 $2,709 $2,955
6.50% $1,517 $1,770 $2,023 $2,275 $2,528 $2,781 $3,034
6.75% $1,667 $1,816 $2,076 $2,335 $2,594 $2,854 $3,113
7.00% $1,597 $1,863 $2,129 $2,395 $2,661 $2,927 $3,193
7.25% $1,637 $1,810 $2,183 $2,456 $2,729 $3,002 $3,274
7.50% $1,678 $1,958 $2,237 $2,517 $2,797 $3,077 $3,356
7.75% $1,719 $2,0086 $2,293 $2,579 $2,866 $3,152 $3,439
8.00% $1,761 $2,0565 $2,348 $2,642 $2,935 $3,229 $3,522
8.25% $1,803 $2,104 $2,404 $2,705 $3,005 $3,306 $3,606
8.50% $1,845 $2,153 $2,461 $2,768 $3,076 $3,383 $3,691
8.75% $1,868 $2,203 $2,517 $2,832 $3,147 $3,461 $3,776
9.00% $1,931 $2,253 $2,575 $2,897 $3,218 $3,540 $3,862
9.25% $1,974 $2,303 $2,633 $2,962 $3,291 $3,620 $3,949
9.50% $2,018 $2,354 $2,691 $3,027 $3,363 $3,700 $4,036
9.75% $2,062 $2,406 $2,749 $3,093 $3,437 $3,780 $4,124

10.00% $2,106 $2,457

e L e T = T

$2,808 $3,159 $3,510 $3,861 $4,212
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Note: Bold Red numbers show that this house price and inferest rate level pushes residents over the 30% of housefioid income
threshold. Average household incomes are taken from the 2006 census and adjusted to account for income grawth to 2010.

Source :Urbis

In comparison, the established buyer market across Sydney has an approximate price threshold of
$670,000, taking into account the average amount of equity that this market has in their home.
Encouraging more development of one bedroom apartment stock within this price range to
address the needs of the wider market would be an effective strategy for improving the level of
affordability in North Sydney to encourage population growth and a diverse population mix.
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A8 1iie ReSIENTIALMARKET IN NORTH SYDNEY NGRTH SYDNEY REPORT, FINAL, 27 SEPTE



ATTACHMENT TO PDSO01 - 18/11/13 Page 200

Table 12 — Affordability matrix — Sydney GMA established buyers

$500,000 $550,000 $600,000 $650,000 $700,000 $750,000 $800,000

Average Household Income = $88,480

6.00% $1,499 $1,649 $1,799 $1,949 $2,098 $2,248 $2,398
6.25% $1,539 $1,693 $1,847 $2,001 $2,155 $2,309 $2,463
6.50% $1,580 $1,738 $1,896 $2,054 $2,212 $2,370 $2,528
6.75% $1,621 $1,784 $1,946 $2,108 $2,270 $2,432 $2,594
7.00% $1,663 $1,830 $1,996 $2,162 $2,329 $2,495 $2,661
7.25% $1,705 $1,876 $2,047 $2,217 $2,388 $2,558 $2,729
7.50% $1,748 $1,923 $2,008 $2,272 $2,447 $2,622 $2,797
7.75% $1,791 $1,970 $2,149 $2,328 $2,507 $2,687 $2,866
8.00% $1,834 $2,018 $2,201 $2,385 $2,568 $2,752 $2,935
8.25% $1,878 $2,066 $2,254 $2,442 $2,629 $2,817 $3,005
8.50% $1,922 $2,115 $2,307 $2,499 $2,691 $2,883 $3,076
B.75% $1,967 $2,163 $2,360 $2,557 $2,753 $2,950 $3,147
9.00% $2,012 $2,213 $2,414 $2,615 $2,816 $3,017 $3,218
9.25% $2,057 $2,262 $2,468 $2,674 $2,879 $3,085 $3,291
9.50% $2,102 $2,312 $2,523 $2,733 $2,943 $3,153 $3,363
9.75% $2,148 $2,363 $2,577 $2,792 $3,007 $3,222 $3,437

10.00% $2,194 $2,413 $2,633 $2,852 $3,072 $3,291 $3,510

e T A T T T T e e Sy = e items mmman
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Note: Bold Red numbers show that this house price and interest rate level pushes residents over the 30% of household income threshold.
Average household incomes are taken from the 2006 census and adjusted to account for income growth to 2010.

Source :Urbis

7.4 SUMMARY

This assessment reveals that North Sydney faces significant issues regarding low levels of housing
affordability as the current and upcoming unit stock is largely unaffordable to the local as well as broader

Sydney market.

With a low amount of affordable stock expected to enter the market in the short term, expectations are for
strong capital growth, and further worsened affordability for first/second home buyers. This is likely to
have a flow on effect on the rental market, as many would-be purchasers will delay their plans to buy.

Promoting more development of one bedroom stock priced from around $500,000, and two bedroom
stock priced from around $650,000 to $850,000 would help to improve the affordability for buyers and
renters, and encourage a diverse population mix.
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8 Commercial VS Residential Uses

This section will consider the differences and the relationship between residential and commercial
property.

8.1 COST BENEFIT ANALYSIS OF COMMERCIAL RESIDENTIAL USES

It is important in land use planning to consider what may, in the circumstances, be in the best interests of
the community as a whole. That is, to consider the net community benefit of a planning or policy decision.
In assessing the net community benefit of a planning or policy decision by Government it is usual to apply
cost benefit analysis (CBA). The Economic Appraisal Guidelines® issued by NSW Treasury for analysis of
NSW Government Agency decisions applies CBA as part of the process. This process is also to be
applied in accordance with the Department of Local Government Capital Expenditure Guidelines, where
Councils are making capital decisions.

In assessing the cost of a public sector decision, it is usual to consider the cost as the market value of the
opportunity lost in pursuing that decision. In this instance, the opportunity cost may be the cost to the
community of zoning land for commercial use as opposed to residential use. That is, the opportunity cost
of an item is the opportunity which is given up when pursuing one course of action over another. It is its
worth in its best alternative use.®

In this context, the opportunity cost of producing one square metre of commercial office space can be
measured against the lost opportunity to produce one square metre of residential space. In economic
terms, in measuring the net community outcome, we consider the cost to be equivalent to the benefit
forgone, expressed in monetary terms.

To measure the opportunity cost of producing commercial space as opposed to residential space, itis
appropriate to compare the gross margin of producing one against the other. In doing this we are
acknowledging that the large number of people who make up the market, and indicate their preferences
by the prices they are willing to pay, are good judges of the benefit to themselves and by extension the
community. Therefore, in the absence of a direct measure of the cost to the community of zoning land for
commercial use, as opposed to residential use, we are using the markets’ assessment of value.

The gross margin, for the purpose of this analysis, is the difference between the market value of one
square metre of ready to use space and the cost of producing that space. Non construction development
costs, such as interest, S94 contributions and profit are transfers to other members of the community
(transfer costs) and are therefore not net economic costs to the community. They are also likely to be
reasonably consistent across the type of development.

The table below estimates the gross margin or difference between the construction costs and market
value for residential and commercial space in North Sydney.

Gross Margin. Commercial v's Residential Space
Commercial Residential

Approx: Market Value of 1 square metre of Completed Space S 5,000 $ 7,500
Approx: Construction Cost S 3,075 $ 2,515
Gross Margin S 1,925 $ 4,985

(Saurce: Rawlinsans 2011, RPData)

The resulting gross margin demonstrates the significantly higher gross residual value that results from
developing residential as opposed to commercial property in North Sydney. That is $4,985 less $1,925
gives a gross margin of $3,060 per square metre. This demonstrates that the market considers
commercial uses to be a significant underutilisation of the land in the North Sydney CBD.

s “Economic appraisal is mandatory as it assists selection of those projects or programs which maximise benefits to the community”
NSW Government Guidelines for Economic Appraisal, tpp 07-5.

6 Jackson, J., McConnell, C., Economics, McGraw-Hill Book Company, 1989.
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If one was to undertake an Economic Appraisal or Cost Benefit Analysis, (as defined within NSW
Treasury Guidelines7), of increasing residential development over commercial development in North
Sydney, the net difference ($3,060) between the gross margins, would broadly demonstrate the benefit of
residential development to the community. Council would be required to prepare such an analysis for the
Department of Local Government, NSW Treasury and Cabinet if it proposed to build commercial office
space itself, to comply with DLG Guidelines. The analysis above demonstrates that it is highly unlikely
that Council itself could mount a reasonable Business Case for the development of commercial office
space, as it is clearly not in the best interests of the community as a whole.

In quantifying the detriment to the community of the oversupply of office space in North Sydney it is
helpful to consider the following analysis. Although the relationship between residential and commercial
development gross margins would change as the supply of commercial property decreased and prices
increased, it can be argued that land and stratum used for commercial purposes is only 40% as efficient
as land used for residential purposes. (That is, $1,925/$4,985 = 38.6%). In simple terms, this means that
if all 861,000 sqm of commercial space in North Sydney was used for residential purposes, the
community as a whole (including North Sydney residents) could be up to ($3,060 x 861,000) $2.635
billion better off. If these resources could be released they could be used to provide better facilities and
services to the people of North Sydney and NSW.

Naturally, as the quantity of commercial space reduced, its value would increase and hence this
relationship would not hold for all commercial space, however on the evidence it would do so for a large
portion of it. There may also exist an argument that the CBD contributes wider economic benefits (WEBs)
to the community, over and above those valued by the market. Such benefits however must be subject to
a substitution test, wherein the alternative to the status quo is considered. Given the existing and ample
future supply of alternative office accommodation, there is ready substitution for the majority of space.
That is, space use in North Sydney which does not directly serve the needs of residents of North Sydney
cannot be seen to produce a benefit by way of service and other efficiencies to the community. It does not
save the community travel time in procuring services nor provide other benefits not captured in market
values. By any reasonable measure, a large portion of the existing commercial space usage in
North Sydney is not in the best interests of the community as a whole.

The disparity between the performance of the commercial and residential markets in North Sydney is
drawn out in the graph following.

7 New South Wales Treasury, NSW Government Guidelines for Economic Appraisal tpp-07-5, July 2007.

URBIS N -
NORTH SYDNEY REPORT, FINAL, 27 SEPT 2011 COMMERCIAL VS RESIDENTIAL USES 5 1



ATTACHMENT TO PDSO01 - 18/11/13 Page 203

Commercial Rents VS Residential Rents
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The above graph demonstrates the relative change in commercial and residential rents in North Sydney.
As is evident from the graph, real rents in North Sydney have gone down by more than ten per cent in the
last 20 years. This is in spite of one of the longest periods of economic prosperity in the nation’s history
and North Sydney’s highly desirable location. If this pattern continues, the consequence for North Sydney
may be particularly undesirable. North Sydney risks losing its mantle as a genuine aiternative to the
Sydney CBD. Companies looking for the accessibility, amenity and image that once was avaiiable in
North Sydney may opt for more attractive modern areas available in the Globai Economic Caorridor. In
order to compete successfully, North Sydney will need to focus on its strengths and differentiate itself
from the commercial centres and corporate parks to its north and north west.

These competitive advantages include:
= Proximity to Sydney CBD;

= The amenity of a vibrant and active CBD;

= The accessibility of being on major rail and road transport links;
» The aesthetics of the harbour side location;

= The prestige of being within the greater Sydney CBD;

To capitalise on these advantages North Sydney needs to:
= Consolidate the commercial core;

= Encourage or permit hotels, serviced apartments, prestige residential, retail and entertainment uses
within the commercial core;

= Encourage and permit residential development immediately adjacent to the commaercial core;

= Permit scale and density to be maximised within the context of high performance urban design
outcomes.

~
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It is noted that other market participants have taken the view that demand for commercial space is poor.
This is demonstrated by Planning Proposals which have been approved in respect to developments at
12-16 Berry Street and 156-158 and 239-247 Pacific Highway, 136-142 Walker Street and 225 Miller
Street arguing in favour of reducing commercial FSR in favour of residential use.

It is clear that commercial uses are less efficient than residential uses and that there is an oversupply of
commercial space in North Sydney. By acknowledging this and focussing on the advantages of North
Sydney, it can be a vibrant, activated, high amenity city in which to live and work.

8.2 DEVELOPMENT TYPOLOGY FOR THE SUBJECT PROPERTY

In the context of the subject property at 18 Berry and 144-150 Pacific Highway, this study supports the
need to permit a higher proportion of residential development use, rather than commercial uses. The
residential uses are considered to have a higher demand and are more marketable at present than
commercial uses and will assist in providing activity to the North Sydney CBD. Furthermore the level of
planned and mooted projects reflects a large amount of potential supply for the market within the medium
term.

Further, based on a review of the demographic and housing market profile of the suburb of North Sydney,
the broader North Sydney LGA and Inner North Subregion, in our opinion a higher provision of studio and
one bedroom units is consistent with Council's objectives and would provide the following economic and
community benefits:

= The design, bulk and scale of the proposed development will promote the character of the
neighbourhood and encourage a diverse range of accommodation that promotes affordable housing
options in the suburb of North Sydney. These elements of the proposed development comply with the
aims of the North Sydney LEP 2001, the North Sydney DCP 2002 and the NSW SEPP 65and
consistent with DLEP 2009 and DDCP 2010.

» The proposed development will provide services and facilities for a mix of people, conforming to the
North Sydney Council Residential Development Strategy 2008.

* The proposed development will conform to Strategy 6 of the North Sydney Affordable Housing
Strategy 2008, being to maintain and increase the amount of affordable rental stock within the North
Sydney LGA.

= A higher proportion of studio and one bedroom apartments wili suit the demographic profile of the
North Sydney LGA, that is, a higher proportion of persons aged 25-34 (27.6%) years of age
compared to 15.3% for the Sydney SD, and a lower proportion of family households across the LGA
(46.0%) when compared to the Sydney average (68.1%).

= Residential agents report that there is a substantially higher demand for one bedroom units, than
three bedroom units, and that demand is coming predominately from the first home owner and
investor segments, this is largely due to issues of affordability with most buyers constrained by their
borrowing capacity.

= | ocal (North Sydney LGA) first home buyers have an approximate price threshold of around
$480,000. In contrast, the average median unit price in North Sydney (suburb) is $655,000, while
pricing for recent and upcoming developments in North Sydney starts from $775,000. Therefore, new
housing product is not meeting the needs of the first home buyer segment. This could be addressed
by increasing the provision of studio and one bedroom apartments in the $500,000 price range.

= The relatively lower level of affordability of dwellings in North Sydney (suburb) is refiected by the
significantly higher proportion of renters (53.6% compared to 29.7% for the Sydney SD) and lower
proportion of residents that own their property outright (16.4% compared to 30.1% for the Sydney
SD).

= The low level of affordability for first home buyers will have flow-on impacts on the rental market as
many would-be purchasers will delay their plans to buy, and stay in rental accommodation instead.
This will continue to put upward pressure on rents, particularly for one bedroom units, which have
already demonstrated stronger growth than the Sydney Average.

URBIS
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In the past twenty years one bedroom apartment rents have grown at a faster rate than two and three
bedroom apartment rents, reflecting the strong level of demand for this product. This has resulted in
deterioration in rental affordability. Increasing the provision of one bedroom apartments would assist in
addressing this issue.

URBIS
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9 Conclusions and Recommendation

Our analysis of the residential market demonstrates that there is an undersupply of residential
apartments, particularly smaller apartments.

Given that the current residential apartment supply line is dominated by prestige stock, this undersupply
of smaller, more affordable apartments will continue for the foreseeable future.

Our analysis of the commercial office market demonstrates that there is a substantial over supply and that
this oversupply will continue over coming decades.

Competition from Sydney CBD and Inner North commercial centres creates a risk that the North Sydney
CBD will be increasingly underutilised and further marginalised over coming years.

Planning Proposals lodged in respect of other peripheral sites (12-16 Berry Street, 156-158 and 239-247
Pacific Highway, 225 Miller Street and 136-142 Walker Street) all reported a lack of demand for
commercial space. In all instances, the thrust of the Planning Proposals was the lack of demand for
commercial space in the Mixed Use zones. The argument has been endorsed by Council. The first two
named projects are immediately adjacent to the subject site.

The proposed development specifically provisions 135 units from levels 3 to 22 and 1,110m? of
commercial office space (excl mezzanine) over ground floor and levels one and two. We find that
residential land use is substantially more productive and results in a substantially higher net community
benefit, to that of a commercial use. Furthermore from an economic standpoint, residential uses provide a
more positive return on development to that of purely commercial uses. Accordingly, there is considered
to be economic justification for the relaxation of the prescriptive mix as set out in both the DCP and
DDCP. On this basis, it is recommended that to secure the optimal sustainable future for the North
Sydney CBD, the proposed mix comprising a larger residential emphasis in addition to commercial
floorspace be encouraged for the subject site through the relaxation of current planning controls.

URBIS !
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Appendix A Success Factors for Vibrant Activated
CBD’s and the Economic or
Opportunity Cost of Land
Underutilisation
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SUCCESS FACTORS FOR VIBRANT ACTIVATED CBD'S

Activity centre or CBD location: The precinct must be within a substantial activity centre/CBD and attract
the necessary anchors.

Natural movement of people: The site must be able to capitalise and maximise strong existing traffic
flows; or must have a major anchor or pedestrian generator e.g. ¢ railway station, retail anchors, cinemas.

Access to multiple markets: The centre should have access to multiple markets to drive the precinct at all
times. For example, a worker population for daytime business; tourists and/or visitors for night time
business. A genuine tourist/visitor destination is a key driver. It is noted that there tends to be concern
about entertainment and other such uses in a mixed use precinct conflicting with residential, primarily as
a consequence of noise. By having residential on the fringe and entertainment more to the core, this
potential conflict can be minimised. However it is important to balance the potential negatives with the
need to activate the core outside of business hours.

Strong demographics: A good local catchment, preferably mid to high incomes.
Appropriate scale of retail: The site should incorporate a retail anchor

Exposure — Identity — Profile: The site must have an identity or profile (some unique characteristics).
Exposure to a main road or thoroughfare is important.

Design: Key design fundamentals are critical to the success of a mixed-use site. It should be a ‘peopie
place’, with ground or predominantly single level retail and the design should provide a point of difference.
It should be easy to move around and pedestrian and vehicular access and permeability are critical
(including car parking).

ECONOMIC OR OPPORTUNITY COST OF LAND UNDERUTILISATION

Another way to view the situation where the land in North Sydney is underutilised is to consider the
opportunity cost of this inefficient land use. Assuming that commercial values would increase by 30% or
40% if supply halved, and hence commercial land would on these metrics be as valuable as residential
land, we could say that at least half the commercial space in North Sydney is currently underutilised. If
this was the case, it can be argued that the community is (861,000sqm/2 x $3000) or some $1.3 billion
worse off as a consequence of the current land uses. It should be noted that this is not community benefit
which is displaced, but rather destroyed, as a consequence of the inefficient land use regime. To place
this in context, this is equivalent to the inefficient land use preventing the community/Council from
providing more than 3000 free home units to those in the community who most need them.

URBIS
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Executive Summary

This peer review and market analysis report has been prepared by JBA on behalf
of Strand Estates Pty Ltd (Strand Estates) to support a Planning Proposal and
Development Application for 144-154 Pacific Highway and 18 Berry Street. North
Sydney. Strand Estates is proposing a mixed use development comprising
commercial office floor space on the lower levels and residential units on the upper
levels.

Methodology

This report considers the planning context, commercial market, demographic
context and development precedents in the local area. This report relies on a mix
of primary analysis and work previously undertaken for Strand Estates and North
Sydney Council.

Planning Context

The existing North Sydney LEP requires a minimum of 3.0:1 and a maximum of
4.0:1 FSR to be provided as non-residential floor space across the Site. The draft
North Sydney LEP 2012 proposes to retain the non-residential FSR for 144-154
Pacific Highway and reduce the non-residential FSR to a minimum of 0.5:1 for 18
Berry Street.

The apartment mix controls are shown in the table below.

Dwelling Type DCP 2002 Draft DCP 2012

Studio 15% max 10-20%

_1bedroom o |%0%max 25-38%
2bedroom O%max  |345%
Sbedroom |1s%min__ [100%

Commercial Market

The North Sydney CBD currently accommaodates approximately 860,000m? of
commercial office floor space. The existing stock includes a high proportion of
low quality stock {i.e. Grade C and D) but current vacancy rates are relatively low
by comparison to surrounding markets.

Future demand for commercial office floor space is driven by the likely future
number of employees to be accommodated in North Sydney CBD. By 2036,
North Sydney CBD is projected to accommodate an additional 14,800 additional
office jobs. Some of these jobs will be accommodated in more sfficient use of
existing floor space. However, approximately 160,000m? to 190,000m? in
additional commerciai fioor space is likely to be required in the CBD to
accommaodate the growing working population.

The likely future commercial office supply includes:

= 116,000m? in additionai commercial floor space accommodated in recent Part
3A approvals; and

= 71,000m? in additiona! commercial floor space in potential projects identified
by North Sydney Council as ‘feasible’.

The above projects equate to 187,000m? and meet the future demand for
commerciai floor space up to 2036. The above additional commercial floor space
does not capture all potential new developments in North Sydney CBD, and the
future commercial office floor space is likely to exceed the above estimates.

JBA Urban Planning Consultants Pty Ltd « 13302
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Residential Market
The likely future buyers for apartments in this location can be characterised as:

= younger adults {aged 25-39);
= investors (i.e. renters);
= small households {lone persons and couples); and

= professionals working households.

These groups make up large proportions of the current apartment occupants in
North Sydney CBD which is likely to continue into the future. These groups are
also relatively price constrained and make compromises on size of apartments in
favour of price and accessibility to services.

The average unit price in North Sydney (suburb) was $645,000 in 2012. This is
significantly higher than the Greater Sydney average of $498,000 and
demonstrates the popularity of the area for residential accommodation. One
bedroom units generaily achieve between $400,000 and $500,000 in North
Sydney, while two bedroom units generally achieve $650,000 tc $750,000 which
is unaffordable for a large proportion of North Sydney residents.

Proposed Development

The Planning Proposal is seeking to reduce the required minimum non-residential
floor space to 1.0:1(from 3.0:1) with no maximum nori-residentiai FSR {currently
4.0:1}) for 144-154 Pacific Highway (and 18 Berry Street under the currently
controls).

The Development Applicaticn (DA} seeks censent for the following:
= 2,398m?’ commerciai fioor space {over three storeys);

= 204 residential units, including 41 studios, 101 x one bedroom units, 60 x two
bedrocm units and Z x three bedroom units; and

= Five basement parking levels.

Land Use Mix Assessment

The commercial market anaiysis demonstrates there is sufficient future supply of
commercial floor space elsewhere in North Sydney CBD to cater for the future
demand for office jobs to 2036. As a resulf, the site is not required te provide
significant non-residential floor space to meet future office demand. This analysis
has been informed by a number of studies and data sources previously prepared or
utilised by North Sydney Council in their analysis of the capacity and market of
North Sydney CBD.

Furthermore, the proposed non-residential FSR is suitable for the site for the
following reasons:

= The site is in a precinct in transition from commercial to predominantly
residential, highlighted by a humber of recent Planning Proposals (including
those immediately adjoining the site};

= Council has provided justification for various similar Planning Proposals, all of
which can similarly apply to the subject site; and

= The site is suitable for residential purposes.

Apartment Mix Assessment

The proposed apartment mix is suitable for the site within the North Sydney CBD
for the following reasons:

. JBA Urban Planning Consuttants Pty Ltd « 13302
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= the smaller unit types will be more affordable for the local residential market;
= the site is highly accessible and is ideal to accommodate increased densities;

= likely future buyers will favour smaller dwellings types (particularly lone and
couple households); and

= there is sufficient existing diverse supply across the North Sydney CBD.

Furthermore, there are a number of precedents whereby the JRPP has recently
approved a number of projects that include a similarly high proportion of studios
and one bedroom units (i.e. between 60-70%). This demonstrates the market
characteristics in the area, particularly relating to the increased affordability {and
therefore market) for smaller unit types.

Page 217



ATTACHMENT TO PDSO01 - 18/11/13 Page 218

144-154 Pacific Highway and 18 Berry Street, North Sydney = Commercial and Residential Market Report | July 2013

1.0 Introduction

This peer review and market analysis report has been prepared by JBA on behalf
of Strand Estates Pty Ltd to support a Planning Proposal and Development
Application for 144-154 Pacific Highway and 18 Berry Street, North Sydney.

1.1 Project Purpose and Methodology

Purpose
This report has been prepared to:

= Determine the relevant planning contrels regarding commercial floorspace and
apartment mix that apply to the site;

= Provide a peer review of previous reports identifying and analysing the
commercial office market in North Sydney;

= |dentify the key population and residential market characteristics that inform
the demand for apartment typologies in North Sydney;

= Support and inform the Planning Proposal to amend the minimum commercial
FSR requirement of the North Sydney Local Environmental Plan {LEP) 2001 and
Draft North Sydney LEP 2012; and

= Support and inform the Development Application to vary the apartment mix
controls of the North Sydney Development Control Plan (DCP} 2002 and Draft
North Sydney DCP 2012Z.

Methodology

The following methodology was used to prepare and inform this report:
= Review of existing and draft pianning controls that apply to the site;
= Review material describing the Planning Proposal and development;

= Review of previous commercial market reports prepared for the site and North
Sydney CBD;

s |dentify the future demand and supply for commercial office floor space in
North Sydney CBD;

= Analyse Census data for 2011 to identify the key demographic characteristics
and trends which will identify the likely buyers and occupants of apartments in
North Sydney;

= Assess the quantum of commercial floor space proposed to be provided as part
of the Planning Proposa! and Development Application at 18 Berry Street and
144-154 Pacific Highway; and

=  Assess the ability for the development proposed for 18 Berry Street and 144-
154 Pacific Highway to cater for the future demand for residential typoiogies in
North Sydney CBD.

JBA » 13302
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2.0 The Site

Site Description

The site is located at 144-154 Pacific Highway and 18 Berry Street, North
Sydney. The site is located approximately 500m north-west of the North Sydney
Rail Station and is considered part of the North Sydney CBD. The site is 1,679m?
in area and has frontage to both Berry Street and Pacific Highway (shown at
Figures 1 and 2).
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Figure 1 — Location plan

The site consists of four lots currently developed for:

= 18 Berry Street - a three storey commercial building;

=  144-1438 Pacific Highway — a 7 storey commercial building;

= 150 Pacific Highway — a 3 three storey commercial building; and

= 154 Pacific Highway — a 7 storey mixed use building.

The existing development consists ot approximately 4,550m? of leasable

commercial floor space. The existing commercial fioor space is currently of Grade
C and D quality.
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=1 The Site

Figure 2 — Aerial photo of the site

The site is subject to a Land and Environment Court approval for a mixed use
building of 23 storeys consisting of the following:

= 5§ storeys of basement car parking;
s 3,435m? commercial floor space; and

= 84 residential apartments including 3 x studios and 33 x one bedroom units
{43%), 34 x two bedroom units {40%) and 14 x 3 bedroom units (17%]).

Surrounding Development

The site is iocated within the north-west section of the North Sydney CBD. The
site immediately adjoins mixed use residential buildings (currently under
construction) to the west and north. Further west is predominantly residential
development and to the north is a mix of commercial and mixed use buildings.

Across the Pacific Highway is a mix of commercial and mixed use buildings. A
number of buildings on the eastern side of Pacific Highway are subject to
development consent for predominantly residential buildings.

Development to the south of Berry Street is predominantly commercial buildings,
with scme residentiai buildings to the south-west of the site.

The site is part of an area transitioning from commercial to mixed use residential
{predominantly residential). This transition is reflects the distance of the site from
North Sydney Station, proximity to the neighbouring residential areas and the land
use framework (i.e. B4 Mixed Use} which is discussed further at Section 7.2.

JBA = 13302
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3.0 Planning Context

This section identifies the strategies, policies and planning controls that apply to
the site, as relevant to land use and apartment mix.

3.1 Planning Strategies

Table 1 identifies the key actions or objectives of the relevant strategies apply to
the site. These Strategies identify that North Sydney CBD has an employment
capacity target of 12,000 new jobs between 2011 and 2031(i.e. 600 jobs p.a.).
This is a significant increase on the previous target of 370 jobs p.a.

Table 1 - Relevant strategies

Sectlonllssue | Strategy/Actlon

Dwellmg Target North Sydney CBD falls within the Central Subreglor The Draft Strategy
requires the Central Subregion to accommodate 138,000 additional dweilings
between 2011 and 2031. No specific target applies to the North Sydney LGA
or North Sydney CBD.

However, the Central Subregion’s housing targei represents an increase of
approximately 30% from the original housing targets in the Draft Subregional
Strategies. If North Sydney LGA's Draft Subregional Strategy target was
increased by 30% over a 20 year period, North Sydney LGA would need to
accomimiodate 5,200 new dweliings between 2011 and 2031. This would
equate to approximately 7,150 between 2005 and 2031 (the Draft
Subregional Strategy timeframe), .

Ernplr\ynan* Target The Diaft Strategy sets an employment capacﬁy target of 12, 000 additional
o jobs in North Sydney CBD betuveen 2011 ang 2031 i

Draﬂ Inner North Suhmuimal Strategy s e B e st e B SIS
Dwelhng Target The Draft Strategy identifies a housing target of §,500 new dwellings to be
o ___|provided in the North Sydney . GA between 2005and 2031.
cmployment Target The Draft Strdtegy sets an er“oloymer‘t uapaﬂuly "afaet for North Sydney

| CBD for 11.000 new jobs between 2001and 2031.
Narth Sydney Local Dmlopmem Strahew 23
“Housi ing Target The Strategy identifies that North Sydney LGA nas sufficient capacity under

the existing and draft planning controls to meet the housing target of 5,000
| new dwellings by 2031.

Ernploymert .arcef [ The Strategy identifies that North oV:hey has sufficient capacity under
the existing and draft planning controls to m tt‘ﬁe empicyment capacity
targel of 11,000 additional jobs by 2031

The Local Developlrﬂnt Slratpgy was prepareo priof fo the release of the I\/'etrooullt i olrategy for Syr‘ney a
_and does not consider the increased employment capacily o housing targefs.

3.2 Planning Controls

Land Use Mix

The North Sydney Local Environmental Plan 2001 (LEP 2001} currently applies to
the site and includes planning controls that specify the permitted floor space and
land use mix. The Draft North Sydney Local Environmental Plan 2012 (DLEP
2012) is expected to come into effect within the coming month/s which will
repeal LEP 2001 and update the key planning controls for the site. The planning
controls of both LEP 2001 and DLEP 2012 are provided in Table 2.

4' JBA = 13302
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Table 2 — LEP 2001 and DLEP 2012 Controls

Relevant Control

[ Mixed Use Zone

Mixed Use Zone Objectives

- Encourage a diverse range of living, employment, recreational
and social opportunities, which do not adversely affect the
amenity of residential areas, and

~ Create interesting and vibrant neighbourhood centres with safe,
high quality urban environments with residential amenity, and

— Maintain existing commercial space and allow for residential
development in mixed use buildings with non-residential uses at
the lower levels and residential above, and

- Promote affordable housing.

Mixed Use Zone Permitted Uses

advertisements; apartment buildings; attached dwellings;
boarding-houses; business identification signs; child care centres;
clubs; commercial premises; community facilities; community
notice signs; duplexes; dwelling-houses; drainage; educational
establishments; heme industries; home occupations; haspitals;
hotels; medical centres; open space; places of assembly; piaces of
public worship; real estate signs; recreational facilities; refreshment
rooms; remediation; restricted premises; shops; showrooms; take-
away food shops; taverns; telecommunications facilities; temporary
signs; utility installations, other than gas halders or generating
works.

_Non-residentiagi FSR

Minimum of 3.1 to maximumof4:t

Clause 28C Railway infrastructure

Consent must not be granted... if the consent authority is satisfied

(North Sydney Centre) that the increase in non-residential gross floor area autherised under
the consent concerned when added o the increases (reduced by
any decreases) in non-residential gross floor arsa authorised undar
all consents granted in relation to land in the North Sydney Cantre
since the commencement of this Division would exceed 250,600
— square metres. o
Draft North Sydney LEP 2012 e :
Zowg ___ [eeViedUsezore
Zone Obijectives — To provide & mixture of compatibie land uses.

- Tointegrate suitable business, office, residential, retail and other
development in accessibie locations so as fo maximise public
transport patronage and encourage walking and cycling.

— To create interesting and vibrant mixed use centres with safe,
high quality urban environments with residential amenity.

- To mainiain existing commercial space and allow for residential
development in mixed use buildings, with non-residential uses on
the lower levels and residential uses above those ievels.

Clause 6.5(2) Railway infrastructure —
transitional arrangements

Development consent must not be granted for development on land
in North Sydney Centre] unless the consent authority is satisfied
that the increase in non-residential gross floor area authorised under
the development consent concerned when added to the increases
(reduced by any decreases) in non-residential gross floor area
authorised under all consents granted in relation to land [in Norik
Sydney Centre] since 28 February 2003 would not exceed 250,000
square metres.

Non-residential FSR

- 18 Berry Street: Minimum 0.5:1

— 144-154 Pagific Highway: Minimum of 3;1 to maximum of 4:1

JBA = 13302
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Apartment Mix

The key controls reiating to the apartment mix of a residential development on the
site are currently included in the North Sydney Development Control Plan 2002
(DCP 2002). The Draft North Sydney Development Control Plan 2012 (DDCP
2012) includes provisions that are likely to come into effect subsequent to the
implementation of the DLEP 2012. Table 3 identifies the key relevant controls
within these planning instruments.

Table 3 - DCP 2002, SEPP 65 and DDCP 2012 Planning Controls

Relevant Control Provision

e

Section 6 Mixed Use — To provide various grades and sizes of commercial floorspace,

Development - Objectives accommodate a mix of small and larger business, services, high tech
industries, retail and recreation facilities

- To provide a dwelling mix that achieves an on-site dwelling density
contributing to energy efficient design and residential amenity;

— To provide a choice in the mix of dwelling sizes and in the range of
affordability

- To provide a mix of uses and activities to meet the needs of residents,
workforce and visitors

- Locate retaillcommercial uses on the ground floor, retail/commercial
or residential uses on the first floor, and residential uses on upper
floors.

Clause 6.1 Function - Mixed — Provide a mix of dwelling types and sizes as follows:
residential population a) studio apartments maximum 15%
b) 1 bedroom apartments maximum 30%
¢) 2 bedroom apartmsnts minimum 40%
d) 3 bedroom+ apartments minimum 15%
- Substantive variations to unit mix must be supported by an
authoritative analysis of current and future market demand.

DraftNomhSydneyDCP20i2 ~ T T
Comrlnerciai and Mixed Use - To provide various grades and sizes of commercial floor space to
Deveiopment aims: accommodate a mix of business, service, high tech industry, retaii and
recreational uses,
- To meet the residential and employment population targets as
outlined in the State Government’s Metropclitan Strategy and Inner
North Subregional Strategy.
223 Mixed Residentiat - For developments containing 20 or more dwellings the following mix
Population must be provided:

a) studio 10-20%
b) 1 bedroom 25-35%
¢) 2 bedroom 35-45%
d) 3 bedroom+ 10-20%
- Variations to the dwelling mix will require the applicant can adequately

demonstrate by an authoritative analysis of current and future market
demand that the suggested mix is not reasonable.
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4.0 Commercial Market

This section of the report provides an assessment of the commercial market in the
North Sydney CBD. This report utilises research and analysis previously
undertaken on behalf of Strand Estate Pty Ltd and North Sydney Council.

Strand Estates Pty Ltd engaged Urbis to prepare ‘Optimising Development
Typology in North Sydney’ (ODTNS, September 2011). ODTNS was prepared to
support a variation to the required non-residential GFA within the development
application approved by the Land and Environment Court in January 2013. The
details of the approval are discussed at Section 2.0.

A number of reports prepared for North Sydney Council also include information
that informs this analysis. In particular, North Sydney Council engaged Urbis in
May 2012 to complete the ‘North Sydney Commercial Centre Study’ (NSCCS).
The report was completed in February 2013 and presented to Council in May
2013. The report provides an updated assessment of the commercial office
market in North Sydney CBD. In 2006, 2007 and 2008, Council also engaged
SJB, Preston Rowe Paterson, Rice Daubney and Landmark White to undertake an
analysis of the development potential and feasibility of the draft LEP controls.
This analysis is also utiiised in the following analysis.

The above reports include detailed analysis of the supply, demand and conditions
of the commercial office market in the North Sydney CBD. These reports are
sufficiently recent and comprehensive to support the following analysis.

The 2011 and 2013 reports rely on the informaticn included in the Property
Council of Australia (PCA) Office Market Reports tor North Sydney. Where
relevant, the most recent January 2013 PCA Office Market has also been
referenced.

4.1 North Sydney CBD

The North Sydney CBD, as defined by the February 2013 report, is shown at
Figure 3. The site is located within the north-west precinct of the CBD, and forms
part of the boundary of the CBD.

As at January 2013, North Sydney CBD inciuded 862,000m? of commercial office
floor space'. NLEP 2001 and DLEP 2012 include a provision limiting non-
residential floor space to 250,000m? on top of the floor space that existed at 28
February 2003. This limitation is due to the capacity of North Sydney rail station
and further arrangements to increase capacity of the rail station are to be
undertaken before any additional capacity can be provided. PCA estimates
810,000m? of commercial floor space existing in North Sydney CBD in January
2003.

Therefore, the maximum amount of commercial floor space to be accommodated
in North Sydney CBD is 1.060,000m? (befare North Sydney rail station is required
to be further upgraded). This figure is unlikely to be met as the additiona! non-
residential development also includes retail, hotel accommodaticn and serviced
apartments.

1 PCA Office Market Report January 2013

JBA » 13302
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4.2 Working Population

NSCCS provides a detailed breakdown of the North Sydney LGA resident and
working population. However, NSCCS outlines the resident and working
population characteristics of the 2006 population. The 2011 Census data was
not used to provide an updated profile of the resident and working population.

The key characteristics of the North Sydney LGA resident population are provided
at Section 4.2. The characteristics of the working population of North Sydney
LGA are outlined below.

Place of Work

The chart below identifies the place of work of North Sydney residents in 2006
and 2011. The majority of the North Sydney LGA working population work in
Sydney LGA or North Sydney LGA (84%). This proportion has remained static
since 2006, however a larger proportion work in the Sydney LGA. The most
significant change is a reduction of residents working in Willoughby LGA and an
increase in residents working in Ryde LGA. This is likely due to the growing
employment opportunities in Macquarie Park.

North Sydney LGA Residents
Place of Work (LGA)

40% -
35%
30%
25%
20% P — e ———— e
15% -
10%
5%
0%

% of North Sydney Working Residents

Svdney North  Willoughby Unknown Ryde Lane Cove Wartingah Mosman

Sydney
LGA

m2006 m2011
Source: ABS, Urbis and JBA

industry of Employment

Table 4 compares the workforce areas in the North Sydney LGA in 2006 and
2011. The key workforce areas of workers in the North Sydney LGA include
Professional, Scientific and Technical Services (30%), Financial and {nsurance
Services {12%) and Information Media and Technologies (6%). This was similar in
2006, where the three workforce areas made up 47% of the working pcpulation
{up slightly to 48% in 2011). Like 2008, the North Sydney LGA is predominantly
a white collar workforce.

JBA = 13302 |
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Table 4 — North Sydney LGA Workers -Industry of Employment

Workforce Area | 2006 | 2011
Professional, Scientific and Technical Services 27% 30%
Financial and Insurance Services 11% 12%
Information Media and Telecommunications 9% 6%
_Health Care and Social Assistance 5% 6%
Education and Training N 4% 6%
Administrative and Support Services 5% 5%
Accommodation and Food Services 5% 5%
Retail Trade 6% 5%
Public Administration and Safety % 4%
Construction _ 4% 4%
‘Wholesale Trade L _3_%____ 4%
OtherServices | 3% | 3%
L0, AN . M S P

Source: ABS, Urbis and JBA

Income

North Sydney LGA workers have higher incomes than the Greater Sydney average
{shown in Table 8). In North Sydney LGA, 57% of workers earn more than
$65,000 p.a., compared to 37% in Greater Sydney. Similarly, more than double
the proportion of workers in North Sydney LGA (30%} earn over $104,000 p.a.
when compared to Greater Sydney (14%)]). This reflects the white collar nature of
workforces located in the North Sydney LGA.

Table 5 — North Sydney LGA Workers - income (2011)

Personal Income North Sydney LGA | Greater Sydney

$Neg/Nil % 1%
$1-10400 | % ah_
$10,400 - $15,600 2% %
$15,600-$20800 | 3% 5% B
$20800-331200 | 8% | 10%
$31,200-$41606 | 8% | 4%
$41800-952000 | 0% | 13%
$52000-$65000 | 2% | 3%
$65000-878000 | 1% | 0%
$78,000 - $104,000 8% | 3%
sto4000+  f 8% | 1%

Source: ABS, JBA

Place of Residence

The place of residence of workers in the North Sydnay LGA has not varied
significantly between 2006 and 2011. A large proporticn of workers live in the
North Sydney LGA, North Shore or Northern Beaches. This is likely to reflect the
public transport accessibility (train and bus) for residents living norih of Sydney
Harbour.

A number of workers reside in other LGAs not shown on the chart below {47%).

This reflects the accessibility of Nerth Sydney to the broader Sydney Metropoiitan
region, particularly by the rail netwaork.

1 O ¢ JBA = 13302
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North Sydney LGA Workers
Place of Residence (LGA)

16% ——— — - =

14% - e e

LIrTY

Notth  Sydney Warringah Willoughby Ku-ring-gai Homsby  Ryde  TheHills Lane Cove

Sydney LGA Shire

12% -
10%
8%
6%
4% -
2%

0% -

% of working population

m2006 m2011
Source: ARS, JBA

Conclusion

The working population analysis undertaken by NSCCS is based orn 2006 TDC
data. However, there are few changes in the working popuiation between 2006
and 2011. North Sydney LGA continues to employ a significant proportion of the
North Sydney LGA residential population. The working population continues to be
in the white collar industries and earning well above the Greater Sydney average.

Therefore the assumptions used in the NSCCS regarding the working popuiation of
the North Sydney LGA and CBD are still relevant.

4.3 Existing Demand Indicators

ODNTS and the PCA North Sydney CBD QOffice Market Reports identify a number
of demand indicators for commercial office floor space in North Sydney. The
demand indicators demonstrate the commercial market in North Sydney CBD
fluctuates over the short term, but is generaily a long term stable yet slow coffice
market.

Net Absorption

The demand analysis undertaken in ODTNS relies on an analysis of the absorption
rate and rental growth in North Sydney as indicators for demand. The combined
analysis of OCTNS and NSCCS provide adequate measures to assess demand for
commercial office floor space in North Sydney.

ODTNS states that it is unlikely that the North Sydney office market will
experience significant demand for floor space within the following 12 months.
Table 6 identifies the net absorption rates between January 2011 and January
20132. The total supply of commercial floor space in North Sydney CBD has
increased slightly over the 12 months to January 2013 (by approximately
1,700m?% while the total vacancies across North Sydney has increased by
7,100m?. This has resulted in a negative net absorption rate over the past two 6
month periods.

2 PCA North Sydney CBD Office Market Report (January 2013)

JBA « 13302
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Table 6 — Net Absorption Rates 2011 - 2013

Month | Total Stock Supply Supply Total - Net

(m2) Additions Withdrawals Vacancies Absorption

(m2) (m2) (m2) (12 months)

Jan-11 861,273 538 3,915 89,004 7,812
Jul-11 860473 | 0 800 77,476 10727
Jan12 | 859,885 761 1,349 60,180 16,708
Jul-12 861,153 2,642 1,374 63,734 -2,285
Jan-13 861,554 1,374 973 67,266 -3,131
Source: PCA

Vacancy Rate

Although the net absorption rate demonstrates decreasing demand for commercial
floor space in North Sydney CBD, the current vacancy rate in North Sydney CBD
is relatively low (6.7%) by comparison to the last 10 years. The vacancy rates of
other local commercial office markets (i.e. Sydney CBD, Macquarie Park/North
Ryde, St Leonards/Crows Nest and Chatswood) have also recently falien and only
Macquarie Park/North Ryde is currently lower than North Sydney (6.3%)3.

Rental Growth

ODTNS states the recent rental activity for tenancies within 144 Pacific Highway,
North Sydney indicate decreasing demand for commercial office premises of
similar quality and size. Recent transactions demonsirated only 6.3% in net
rental growth over 10 years between 2001 and 2011.

ODTNS identifies the average real commercial renis across North Sydney CBD
between 1991 and 2010. During that period, reai commercial rents have
fluctuated but in 2010 were lower than 1991, This indicates that suppiy has
exceeded demand for commercial floor space over this time period.

4.4 Existing Commercial Office Supply

The NSCCS includes a detailed analysis of the existing office supply in the North
Sydney CBD. NSCCS relies on Property Council of Australia Office Market Repert
{July 2012). Although an updated report is now available {January 2013}, the
data is reliable. The key charactsristics of the existing supply are described below,

CQuantum

in January 2012 there was approximately 860,000m? of commercial office space
in North Sydney CBD which had falien slightly from a peak of 8658,000m? in July
2010. There has been only a slight increase since January 2012 (1,500m?).

Net Additions

NSCCS identifies the net additional commercial floor space in North Sydney CBD
has fluctuated considerably since 2010, with up to 28,000m? in additional
commercial floor space during one half yearly period (between 2010 and 2012)
and down to 10,000m? less commercial floor space in another half yearly period.
These changes reflect new commercial flocr space and the redevelopment of
commercial floor space into another land use {(eg. residential), respectively.
Between 2003 and 2013, the total ammount of commercial floor space in North
Sydney CBD increased by 50,500m?.

3 According to PCA North Sydney CBD Office Market Report (January 2013} and NSCCS.
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Absorption

North Sydney CBD has experienced an average annual (10 years to January 2013}
net absorption rate of approximately 8,300m? additional commercial floor space
per year. This demonstrates the additional commercial floor space was generally
taken up by the market over the previous 10 years and the vacancy rate has fallen
significantly (from 12.2% to 6.7%).

Quality of Stock

North Sydney CBD has relatively low quality commercial office stock. Although
only North Sydney CBD and Sydney CBD include premium office stock within the
other key centres analysed in NSCCS, 74% of stock is B Grade or worse {as
shown at Figure 4). Only St Leonards / Crows Nest have a larger proportion of
lower grade stock with 75% of stock B Grade or worse.

The quality of stock in North Sydney CBD is likely reflective of:

= the age of stock — with only 20% of commiercial office space built after 1991;

= gmall building footprints — with only 12% of floor plates cver 1,000m? (the
average floor plate for commercial offices in North Sydney CBD is 668m?); and

= strata properties - in different ownership which are more difficuit to redevelop.

Grade of Commercial Office Stock (2012)

100%
90%
80%
70%
60%
50%
40%
30%

% of commercial office stock

Sydney CBD  North Sydrey ~ North Ryde/  StLeonards/  Chatswood
Macquarie Park  Crows Nest

Office Market

B Premium ®mAGrade B Grade ®C Grade mD Grade

Figure 4 ~ Existing quality of commercial office stock

Source: PCA, Urbis, JBA
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4.5 Future Commercial Office Demand

NSCCS provides a detailed analysis of the existing and future demand for
commercial office floor space in the North Sydney CBD. The detailed demand
analysis is informed by the projected number of jobs to be provided in North
Sydney CBD, and the floor space required to accommodate additional jobs.

Employment/Jobs

The NSCCS utilises Transport Data Centre (TDC) projections for additional
empleyment targets to 2036. NSCCS estimates employment in North Sydney
LGA will increase by approximately 8,000 jobs between 2011 and 2036. Of
these 3,200 additional office-based jobs are projected for the North Sydney CBD.

NSCCS significantly underestimates the employment projections for North Sydney
CBD. The Bureau of Transport Statistics (BTS, former TDC) released updated
employment projections for the North Sydney CBD in August 2012. The
employment projections for the relevant travel zones in the North Sydney CBD
(generally following the North Sydney CBD boundaries) are provided in Table 7.

BTS projects there will be 12,710 additional jobs in the North Sydney CBD
between 2011 and 2036. Of these jobs, there will be an increase of 14,815 jobs
in office based industries and a reduction of 2,105 jobs in non-office based
industries. This is a significant increase on the projections identified in NSCCS.

Table 7 - North Sydney CBD Employment Projections — By Industry*

Industry 2011 2036 Total Change

Admiinistrative and 2,856 3,155 293

Support Services | T | P S ——
_E_(_jucation and Trainng | 1,514_ _____ 1,897__ _____3_§3__ o
Financial and Insurance 6,036 8,654 2,618

Services B B -
Health Care and Social 1,182 1,350 168
Assistance e R (R
Informaticn Media and 1,604 3,332 1,728
Telecommunications | .
Professional, Scientific 13,065 23,201 10,136

and TechnicalServices | |\ L
Public Administration and 1,995 1,478 517

Sefety L B B
Office based industries | 28252 | = 43067 | = 14815
Other industries 10,898 8,793 -2,105
Netaddiionaljobs | | | 27110

* Travel zones included within North Sydney CBD include - 2353 Don Bank Museurn North
Sydney, 2354 North Sydney (Monte Sant Angelo), 2359 North Sydney CBD {Southern End),
2360 North Sydney CBU (Northern End) and 2364 North Sydney Station.

1
1 4 ! JBA a 13302
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Commercial Office Floor Space

NSCCS states the additional number of jobs projected in the North Sydney CBD
{i.e. 3,200 additional office jobs) will equate to approximately 65,000m? of
additional commercial floor space. The additional commercial floor space is
determined using an assumed occupancy rate of 1 x office based employee per
20m? of commercial office floor space. This represents a decrease from the
average actual occupancy rate of 24m? per employee in 2006.

As discussed above, the projected increase in office-based jobs in North Sydney
CBD is 14,815 between 2011 and 2036. Using NCSSC assumptions (20m? per
job) this equates to 296,300m? in additional commercial floor space.

However, NSCCS acknowledges the employee density rate is conservative, with
fit outs currently achieving employee densities at an average of 15m? per
employee and some down to as low as 12m? per employee. This assumption is
also supported by Urbis’s ODTNS report prepared in 2011 and is reflective of the
trend towards higher employee densities in CBDs, partly due to activity based
workplaces.

If the average employee density achieved in North Sydney CBD continues to be
provided at 15m? per employee, the actual demand for commercial office floor
space in North Sydney CBD would be 222,225m? by 2036, a reduction of
74,075m2

Furthermore, NSCCS assumes the employee density of existing commercial
buiidings will remain the same (average 24m? per employee) to 2036. It is more
likely a proportion of the existing commercial floor space would be refurbished or
redeveloped by 2036 and therefore increasing employee density and
accemmodating more employees within the existing fleor space.

For exampie, if the average employment density decreases by only 1m? (i.e. to
23m?) per emplovee, the existing commercial floor space in North Sydney CBD will
accommodate an additional 1,500 jobs. Alternatively, if 10-20% of the existing
floor space were refurbished to accornmodate an employee density of 15m? per
employes, the existing floor space would accommaodate an additional 2,150 to
4,300 jobs.

If 10-20% of the existing commercial floor space is refurbished by 2036 to
accommodate 2,150 - 4,300 additional employees, the total demand for additional
commercial floor space would be approximately 157,725m” to 189,875m” (i.e.
10,515 - 12,665 jobs x 15m?). This equates to approximately 6,300m?” -
7,600m? p.a. and represents an increase of 7.3-9.3% over 10 years on top of the
commercial floor space in North Sydney CBD in January 2013.

Over the past 10 years, the average annual increase in commerciai floor space
was 5,065m? p.a. which equates to 6.3% since 2003. The projected demand for
commercial floor space far exceeds the average growth over the past 10 years
and, therefore, 189,975m? additional commercial floor space is likely to be an
upper limit.

JBA = 13302
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4.6 Future Commercial Office Supply

Known Future Supply

There are three major commercial buildings approved in North Sydney CBD which,
if constructed, will increase commercial office supply. These developments all fall
within the CBD commercial core and have been approved for over 125,000m? of
commercial floor space (as outlined in Table 8). There is approximately 11,000m?
of existing commercial floor space within these buildings, therefore, the three
approvals will result in a net increase of approximately 115,000m? commercial
floor space.

Table 8 ~ Known future commercial supply

Address Approved Commercial Floor space

90-100 Mount Street _ . #100m? =
Shopping World site (1 Denison Street) aesom2

177-199 Pacific Highway T T ume
Tow [ aspem .
‘Existing commercial floor space (approx) | A100me
Net additional commercial floor space 115,849m? B

These projects were ail approved under Part 3A and have not commenced
construction. As identified in NSCCS, these deveiopments are larger than any
others in North Sydney CBD and are likely to require significant pre-commitments
before finance funding is provided. The delay in achieving pre-commitments is
likely reflective of the current market in North Sydney CBD and the ability to
attract large tenants.

Estimated Future Supply

in 2006 and 2008, Norih Sydney Council engaged SJB Architacts and Rice
Daubney to identify the development potential of a number of potential
development sites in the North Sydney CBD. Preston Rowe Paterson {PRP) and
Landmark White assessed the economic viability of the development potentia!
identified by SJB Architects and Rice Daubney, respectively. The outcomes of
these studies are summarised in Table 9 (where thesa figures overlap, the most
recent data is used).

The objective of this exercise was to demonstrate the existing controls would
provide sufficient development capacity to deliver 250,000m? of additional non-
residential floor space (as envisaged under LEP 2001). We understand Council
accepts the outcomes of these studies and have subsequently proceeded with
DLEP 2012,

The Rice Daubney analysis demonstrated there is capacity for approximately
47,000m? additional viable cormmercial fioor space on two key sites in the North
Sydney CBD. These sites generally avoided highly constrained lots (i.e. strata
titled) and increased capacity above the SJB estimates. Only one additional site
was found to be viable by the PRP analysis of SJR's development yield estimates.
This site provides the capacity for approximately 24,000m” of additional
commercial fioor space in the North Sydney CBD. These two studies indicate
there is capacity for 71,000m? of additional commerciai fioor space in the North
Sydney CBD. When combined with the approved develcpments, this generates a
total of 187,000m? potential additional commercial office supply.

Council acknowledges the sites analysed in the four studies are not the only sites
with capacity to provide additional commiercial floor space in the North Sydney

CBD. Furthermore, the sites considered not feasible by PRP and Landmark White
provide capacity for over 282,000m? of commercial floor space. This floor space
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may become feasible by 2036. Therefore, the future commercial capacity within
the North Sydney CBD is likely to exceed 187,000m? by 2036.

Table 9 - Estimated development yield
Total GFA

Additional
Commermal GFA

Address Feasibility Result

=

118 &122 Walker Street 25,045m? 20 000m? Marginal/Viable

1 Wheeler Avenue 28,780m2 27,000m?2 Viable

53 & 63-67 Walker Street 28,150m?2 17,000m? Not Viable
177-197 Pacific Highway Included in approved development above

77-81 Berry Street (i.e. 1 Included in approved development above

Denison Street)

86-100 Mount Street Included in approved development above

Total Feasible Floor Space | 53,825m? ___|__ - _57_0_00_m‘_____]_ _ Feasible
!{q_ﬂ!l _Syd!llyl'lel‘ght Study and Commercial Feasihility Study (SJB and PRP) ol :

77-81 Berry Street | Included in approved development above Feasible

110- 122 Walker Street _:: 53,284m? | 43042m*> Notfeasible
153-165 Walker Strest | _ 57,357m2 1 43, 202m2 Notfeasible
'86-100 Mount Street | Included in approved development above Feasible

107-125 Walker Street and 104 45,398m? 32,094m? Not feasibie

Mount Street R
116-118 Mount Street and 122 | 45,132m2 - 34588m2 Not feasible

Arthur Street

86-102 Walker Street 53,982m? 40,177m2 Not feasible

69-83 Walker Street 30,355m2 14,020m? Notfeasible
53-67 Walker Street 33746m2 | 23778m* | Feasible
97-103 Pacific H!_ghwéy_a_r'a 511 25, 384mz 18, 452m? i Not Feasible
Walker Sireet ey e
107- 109_Mog_r§_8tr_ee-____ | 231e5m?* | 18516m? | Notfeasible
80-90 Arthur Street ) 43,966m? 28,374m? Not feasible
177-199 Pacific Highway | Included in approved development above Feasible

1 WheelerLane As per Rice Daubney figures above Feasible
TotalFeasible FloorSpace | 33746m? | 23778m | Feasible

5 JBA estimate

JBA = 13302 . 1 7
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4.7 Conclusion

The existing commercial office supply in North Sydney CBD equates to
approximately 860,000m?. This has increased at a rate of 5,050m? p.a. over the
past 10 years. Due to increasing occupancy of commercial floor space in North
Sydney, the occupied floor space has increased by a rate of 8,300m? p.a. over the
same time period.

Employment projections estimate approximately 14,800 additional office jobs are
to be accommodated in North Sydney between 2011 and 2036. Some of these
jobs are likely to be accommodated through efficiency improvements in the
existing floor space (approximately 2,150 to 4,300 jobs). However,
approximately 160,000m? to 190,000m? in additional commercial floor space will
be required to accommodate the remaining additional office based jobs (i.e.
10,515 to 12,665 jobs). This is likely to refiect an optimistic maximum as it
depicts a significant growth by comparison to the past 10 year trend.

A number of studies undertaken for North Sydney Council indicate the potential
future supply of commercial office floor space in North Sydney CBD. It is
estimated these sites can deliver approximately 187,000m? of additional
commergcial floor space under the current and draft LEP controls. Council has
acknowliedged there is also likely to be a number of additional sites that will
further contribute to additional commercial floor space in the CBD.

Therefore, the potential future supply of commercial floor space in North Sydney
CBD wiil meet the projected maximum demand by 20386.

1 8 | JBA = 13302
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5.0 Residential Market

This section identifies and describes the key demographic characteristics of North
Sydney (suburb} and North Sydney CBD. This report relies on 2011 Census data,
and refers to trends over time as relevant. The characteristics of apartment
occupants are referenced, and are compared to the overall population across North
Sydney and North Sydney CBD. Recent trends in the residential property market
are also identified, particularly recent price trends in apartments in North Sydney.

This combined analysis identifies the key characteristics of the likely future buyers
or occupants of apartments and the relative affordability of apartments in this
location for the likely future population.

5.1 Demographic Profile
5.1.1 Population Profile

This section identifies the key characteristics of the North Sydney suburb
population, by comparison to the North Sydney LGA and Greater Sydney
populations.

Population Snhapshot
Table 10 - Population snapshot
North Sydney North Sydney Greater Sydney

{(Suburb) LGA
Populaon | 628 | 62289 | 430674
Medsnage | x| % | %
Median individual income
(§ weskly) AL 91218 619
Median family income (Sweekly) | $28%5 $2768 |  §1683
"Median household income I '
(Sweekly) $1,926 $2,205 B $1,447
‘Median housing loan repayment [
ol L) IR | B T 2000 b DR
Medianrent (Sweekly) | $40 | %80 | 851
Average number of perso_n_s-ﬁer ) o
bedroom __& i 091 0.8
Average household size 19 2 ] 27

Table 10 identified the population, income, housing costs and housetioid size
medians of North Sydney, North Sydney LGA and Greater Sydney. The key
characteristics are:

= North Sydney suburb and LGA have significantly higher median incomes (at an
individual, family and household level) than Greater Sydney.

= Median individual income in North Sydney suburb is higher than the North
Sydney LGA, however household and family incomes are lower.

= Dwelling occupancy per bedroom is higher in North Sydney suburb than in both
the North Sydney LGA and Greater Sydney.

= Average household size is slightly lower in North Sydney suburb than in the
North Sydney LGA, and significantly lower than the Greater Sydney average.

JBA « 13302
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Age Profile
Age Group Distribution
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The Age Group Distribution graph above shows the distribution of the population
in North Sydney, North Sydney LGA and Greater Sydney.

North Sydney suburb had a higher proportion of 25 to 39 year olds in
2011(39.4%) compared to in 2006 {37.6%). In 2011, this proportion was
significantly higher compared to Greater Sydney {23%), and marginally higher than
North Sydney LGA (37%]. North Sydney has a lowsr proportion of 45 to 64 year
clds {19%) cempared to both the North Sydney LGA (23%) and Greater Sydney
{24%).

North Sydney suburk has a marginally higher proportion of children and young
people than the North Sydney LGA, but is significantly lower than the Greater
Sydney average.

The age prcfile indicates the pepularity of North Sydney as a suburb for young
adults, which is typical of a high density suburb that is accessible to public
transport, employment, education and recreation.



ATTACHMENT TO PDSO01 - 18/11/13

144-154 Pacific Highway and 18 Berry Street, North Sydney » Commercial and Residential Market Report | July 2013

Country of Birth

Country of Birth
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Source: ABS (20117) and JBA

The Country of Birth chart above identifies the birthplace of residents of North
Sydney suburb, excluding Australia.

The Australian-born population of North Sydney suburb in 2011 comprised 49.5%
of the total population. English, Asian and New Zealand-born residents comprised
the iargest groupings of overseas-born residents. This represents a high
proportion by comparison to Greater Sydney and is likely to reflect the popularity
of the area due to proximity to services, emiployment and Sydney Harbour.

Page 238
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5.1.2 Dwelling and Household Characteristics

Dwelling Type
Dwelling Type
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Source: ABS (2011} and JBA

The Dwelling Type graph identifies the distribution of housing types in North
Sydney, North Sydney LGA and Greater Svdney.

The majority of dwellings in both North Sydney suburb and North Sydney LGA are
apartments (76% and 73% respectively), which is significantly higher that the
proportion of apartments in Greater Sydney {28%]).

The high proportion of apartments in North Sydnay represents the role of the
suburb and locality as a major metropolitan centre which is part of Sydney’s global
economic arc. This proportion is likely to increase in the fuiture as more sites are
developed for apartments in the CBD.

22 JBA = 13302
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Apartment Mix
Apartment Mix
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The Apartment Mix graph above identifies the mix of apartments in North Sydney,
North Sydney LGA and Greater Sydney by the number of bedrooms.

North Sydney has a significantly higher proportion of studio and cne bedroom
apartments (46%) than North Sydney LGA (32%} and Greater Sydney {23%]}.

Two bedroom apartments represent a smaller proportion of apartments in North
Sydney (40%]) than the North Sydney LGA (51%) and Greater Sydney (62%),
whilst the proportion of three and four bedroom apartments is generally consistent
across all areas.

The high proportion of one bedroom apartments is a reflection of the popularity of
North Sydney with young urban professional singles and couples who prefer
smaller, more affordable housing types in close proximity to public transport and
employment centres.

By comparison, the higher proportion of two and three bedrcom apartments in the
North Sydney LGA indicates the different locational setting of the North Sydney
suburb to less urban and commercialised areas of the LGA. It also indicates the
variety of apartments available across the North Sydney LGA which accommodate
a range of buyers.

The larger proportion of studio and one bedrocm apartments is reflective of the
greater residential densities achieved through these housing types and which are
typical of major centres such as the North Sydney CBD.

Page 240
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Household Type
Household Composition
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Source: ABS (2011) and JBA

The Household Composition graph above shows the breakdown of household
types for North Sydney, North Sydney LGA and Greater Sydney.

lone persons {41%) are the single largest householid type in North Sydney suburb,
followed by couples (319%). This is generally consistent with the pattern for the
North Sydney LGA (38% and 31%), however differs from the Greater Sydney
region where families are the most predominant household type {49%).

North Sydney suburb has seen an increase in the proportion of families from 18%
to 21% of ali dwellings between 2006 and 2011, whilst the number of lone
person households has decreased from 46% to 41%. The propoerticn of couple
households and group households has remained steady.
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Household Type of Apartments
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The Household Composition {Apartments) graph above illustrates the breakdown
of household types occupying apartments in North Sydney, North Sydney LGA
and Greater Sydney.

Lone person households are the predominant hcusehoid type in apartments in
Nerth Sydney suburb, North Sydney LGA and Greater Sydney, however the
prevalence of this household type in North Sydney suburb (47%) was much higher
than for Greater Sydney (37%). There is a significantly smaller proportion of
families in North Sydney suburb and North Sydney LGA (both 15%) than for
Greater Sydney (24 %).

Between 2006 and 2011, the preportion of lone person househoids in North
Sydney suburb has decreased slightly frorn 54% to 47 %, whilst the proportion of
families has increased slightly from 11% to 15%.
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Dwelling Occupancy

Dwelling Occupancy
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The above Dwelling Occupancy chart shows the breakdown of the number of
persons occupying dweilings in the North Sydney suburb, North Sydney LGA and
Greater Sydney.

In North Sydney there is a higher proportion of one person households {(22%) and
a very low proportion of four and five+ person househoclds than the North Sydney
LGA. The proportion of ane and two person households in North Sydney (64 %) is
similar to North Sydney LGA {60%]), but double the proportion of Greater Sydney
{32%]).

The difference is representative of the larger proportion of apartments {which are
generally occupied by smaller households) in North Sydney and the North Sydney
LGA compared to greater Sydney, rather than a difference in apartment
cccupancy rates, as illustrated in the Dwelling Occupancy (Apartments) graph
below.
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Apartment Occupancy

Dwelling Occupancy (Apartments)
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Source: ABS (2011) and JBA

The Apartment Occupancy graph above identifies the occupancy rates for
apartments in North Sydney, North Sydney LGA and Greater Sydney.

Small households (one and two persons), including couples and group households,
comprise the main household type in apartments. There is a marginally higher
proportion of one and two person households in apartments in North Sydney
{86%) and North Sydney LGA {85%) than for Greater Sydney (74%). Thereis a
very large proportion of apartments occupied by lone persons and couples in North
Sydney suburb and North Sydney LGA
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Apartment Occupancy by Dwelling Size
Apartment Occupancy by Dwelling Size
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The Apartment Occupancy by Dwelling Size graph above shows the breakdown of
nousehold size by apartment size for North Sydney suburb.

Lone person households, which account for 46% of all apartments in North
Sydney (not shown in graph), are the predominant householid type in studio (72%)
and one bedroom (59%) apartments. 64.4% of lone person households cccupy
one bedroom apartments.

Two person households are the predominant housshold type in two bedroom
apartments (49%), howaever iche person households also account for a large
proportion of two bedroom apartment occupants (32%). Of ail two person
households, 36% occupy studio and one bedreom apartments. This demonstrates
these products are attractive to couples who are likely to favour smaller units due
to affordability constraints.

This is representative of high demand for smaller apartments amongst one and

two person households, which account for 86% of total households in apartments
in North Sydney suburb.
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Tenure
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The Tenure Type graph above demonstrates the nature of home ownership and
tenancies in North Sydney, North Sydney LGA and Greater Sydney.

The majority of dwellings in North Sydney suburb (60%} and North Sydney LGA
(519%) are rented, which is above the Greater Sydney average {32%). This is
representative of the higher proportion of apartments in North Sydney, which are
more likely to be rented as a dwelling type by occupants across Sydney (refer

section below).

This demonstrates the popularity of North Sydney with investors {and renters)
who are attracted to smaller apartments (studios and cne bedroom) due to higher

vields when compared to other dwelling types.
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Tenure of Apartments

Tenure Type (Apartments)
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The Tenure Type {(Apartments) graph above illustrates the breakdown of dwelling
ownership characteristics for apartments in North Sydney, North Sydnsy LGA and
Greater Sydney. Apariments in North Sydney are predominately rented (67 %) at
a proportion which is higher than the North Sydney LGA {60%} and Greater
Sydney (61%) averages.

This demonstrates the popularity of the area for investors who generaily favour
smaller dwelling types that are popular with renters, are lower priced and achieve
higher yields and larger units.
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5.1.3 Income, Employment and Education

Household Income

Household Income
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The Household Income graph above shows the breakdown of weekly heusehioid
income in North Sydney, North Sydney LGA and Greater Sydney.

North Sydneay has a substantially lower proportion of households with a weekiy
income of less than $1,25Q (30%) compared to Greater Sydney {44 %), however
marginally higher than the proportion of households in this income bracket within
the LGA (28%].

Twenty per cent of households in North Sydney and North Sydney LGA earn
between 52,500 and $2,9299 per week, which is approxirnately double the
proportion of such households in Greater Sydney (11%). This is indicative of the
higher proportion of middle income professional couples living in the area who are
likely to be attracted to the area due to proximity to transport, employment,
recreation and services and are price constrained within the North Sydney context
and therefore demand smaller dwelling types.
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Occupation
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The Occupation Graph above illustrates the distribution of the working population
in each of the occupation groups in North Sydney, North Sydney LGA and
Sydney.

There is a higher proportion of persons employed in manager and professional
roles in North Sydney and the LGA {64 %) than in Greater Sydney (39%).

There is a substantially lower representation of persons emplcyed in trades or as
technicians, machinery operators and labourers within the North Sydney suburb
and LGA (8%] than in Greater Sydney (26%).

This refiects the proximity to office-based employment in the North Sydney CBD
and high level of accessibility to public transpert to the Sydney CBD, Chatswood
and Macqguarie Park employment corridors.

5.2 Buyer Profiles

Based on the analysis in Section 5.1 above, the majority of future buyers for
apariments in this localion are likely to be characterised as:

= younger adults (sged 25-39);

= investers (i.e. renters occupying the units);

= small households (lone persons and couples); and

= professional working hcuseholds.

These groups are generally price-constrained and favour smalier dwellings {i.e.

studios and one bedroom apartments) in locations which are close to employment
centres, education, services and recreation and are accessibie by public transport.
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5.3 Property Market

This section identifies key characteristics of recent property sales in North Sydney.
This data indicates the dwelling mix of existing apartments in North Sydney and
the median sales prices of each apartment type. This analysis informs the
affordability of apartment typologies in the local area and the likely future demand.

Apartment Price Trends
The average unit price in North Sydney

LGA has increased from $530,000 in

2003 to $645,000 in 2012. This reflects a growth rate of approximately 2.2%
p.a. By comparison, units across Greater Sydney have increased in average value
from $365,000 to $498,000 in 2012. The growth rate across Sydney was much
higher than North Sydney LGA, at 3.6% p.a. This reflects the initial popularity of
North Sydney LGA for apartment occupants and a growing acceptance of

apartments across Sydney.

Price growth in North Sydney LGA is likely growing at a slower rate as the initial
price was much higher than average and there is an affordability cap on units in
North Sydney around $660,000, which was achieved in 2010 and has not been

passed.
North Sydney Price Growth 2003-2012
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Figure 5 — House and Unit Price Growth

Source: Housing NSW and JBA

Local Apartment Prices

Table 11 identifies the mix and median price of recent apartment sales in North
Sydney (i.e. past 24 months). Of all units sold in the past 24 months, just under
50% have one bedroom (includes studios). Apartment prices are generally

achieving the following prices:

* One bedroom apartments: $400,000 to $500,000;

= Two bedroom apartments: $650,000 tc $750,000; and

=  Three bedroom apartments: $1M - $1.56M.
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Table 11 — North Sydney apartment sales — new and resales

Dwelling Type | Dwelling Mix ‘ Median Price

1 Bedroom unit 49% $452,500
2 Bedroom Unit 39% $688,500
3 Bedroom Unit 13% $1,077,500

Source: RP Data

As discussed at Section 5.1, North Sydney is very popular with young
professional singles and couples attracted to the amenity, employment and
accessibility of the local area. These groups are highly price sensitive and often
choose apartments according to location and accessibility rather than internal
space. One bedroom apartments are likeiy to be very popular with first home
buyers (i.e. professionai singles and couples) who are attracted to the area but
suffer from affordability constraints.

Furthermore, North Sydney is very popular with investors. Investors are attracted
to the initial iow price of a one bedroom unit that achieve strong rental yields.
Investors are less likely to be attracted to two and three bedroom units due to the
higher upfront costs with lower yields.

Affordability

The median household income for North Sydney residents is $1,926 per week,
which equates to $100,150 p.a. The median household income for North Sydney
LGA residents is slightly higher at $2,205 per week, which equates to $114,660
p.a.

The first home buyer affordability analysis for North Sydney residents is provided
at Table 12. Table 12 demonstrates the average household in North Sydney couid
afford to purchase a unit for $§450,000 which is the current median one bedroom
unit price. The averags household cannot afford the median two bedroem unit
price of around $688,000 without paying well over 30% of their income towards
housing (and therefore be in housing stress).

Table 13 identifies the first home buyar affordability for the average North Sydney
LGA resident. Under the current circumstances, the average first home buyer in
North Sydney LGA couid afford to purchase a unit for $550,000 befare going into
housing stress (i.e. spending more than 30% of their income on housing costs).
This is still well below the average two bedroom unit price in North Sydney.

The affordability analysis demonstrates the high cost of apartment in North
Sydney, and the difficulties tor existing residents tc purchase in the local area.
One bedroom units provide an affordabie option for first home buyers, which
woeuld otherwise not be availakle.
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Table 12 — Affordability analysis — North Sydney (subuirb)®

Interest Rate Unit Price

$350,000 | $400,000 | $450,000 | $500,000 | $550,000 | $600,000 | $650,000
Average Household Income: $100,150
4.50% $1419 | $1621 | $1824 [ $2027 | $2229 | $2432 | $2635
4.75% $1461 | $1669 | $1,878 | $2087 | $2205 | $2504 | $2,713
5.00% $1503 | $1718 | $1933 | $2147 | $2362 | $2577 | $2.791
5.25% $1546 | $1767 | $1,988 | $2209 | $2430 | $2651 [ $2871
550% | $1590 | $1817 | $2044 | $2271 | $2498 | $2725 | $2953
5.75% $1,634 | $1867 | $2101 | $2334 | $2568 | $2801 | $3,035
6.00% $1679 | $1.919 | $2158 | $2,398 | $2638 | $2878 | $3.118
6.25% $1.724 | $1970 | $2217 | $2463 | $2709 | $2955 | $3,.202
6.50% $1,770 | $2,023 | $2,2r5 | $2528 | $2,781 | $3034 | $3,.287
6.75% $1616 | $2076 | $2335 | $2594 | $2854 | $3113 | §3,373
700% | $1.863 | $2120 | $2395 | $2661 | $2927 | $3,193 | $3.460
7.25% $1,910 | $2183 | $2456 | $2729 | $3002 | $3274 | $3547
7.50% $1958 | $2237 | $2517 | $2797 | $3077 | $3356 | $3.636
TI5% $2006 | $2293 | $2579 | $2866 | 93152 | $3439 | $3725
8.00% $2055 | $2348 | 92642 | 92935 | 93229 | 83520 | $3816

$450,000 | $500,000 | $550,000 | $600,000 | $650,000 | $700,000 | $750,000
e e Y ] (e I o
Average Household Income: $114,660
Us0% | $1824 | 2027 | $2229 | 52432 | $2635 | $2.837 | 93,040
475% §1878 | $2087 | $2295 | $2504 | $2713 | $2921 | $3,130
5.00% $1933 | $2147 | $2362 | $2577 | $2791 | $3006 | $3,221
5.25% $1988 | $2209 | $2430 | $2651 | $2871 | $3092 | $3313
5.50% $2044_| S271 | %2498 | $2725 | $2953 | $3180 | 83407
5.75% 2101 | $2334 | $2568 | $2801 | $3035 | $3268 | $3501
6.00% $2158 | $2398 | $2638 | $2878 | $3118 | $3357 | $3,597
6.25% T 92217 | $2463 | $2708 | $2955 | $3202 | $3448 | $3694
6.50% | $2275 | $2528 | $2781 | $3034 | $3287 | $3540 | $3792
6.75% $2,335 | $2504 | $2854 | $3,113 | $3373 | $3632 | $3892
700% | $2395 | $2861 | $2927 | $3,193 | $3460 | $3726 | §3,992
7.25% " [ s2456 | $2729 | $3002 | $3274 | $3547 | $3820 | $4,03
7.50% $2517 | $2797 | $3077 | $33% | $3636 | $3916 | $4,195
T79% | $2579 | $2866 | $3152 | $3439 | $3725 | $4012 | $4.208
B00% | S2642 | $2935 | $3229 | $3522 | $3816 | $4100 | $4403

8 Affordability analysis assumes 30 year mortgage, 6.5% interest rate and Z0% deposit.
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5.4 Conclusion

The likely future buyers for apartments in this location can be characterised as:
= younger adults (aged 25-39);

= jnvestors (i.e. renters);

= small households (lone persons and couples); and

= professionals working households.

These groups make up large proportions of the current apartment occupants in
North Sydney CBD which is likely to continue into the future. These groups are
also relatively price constrained and make compromises on size of apartments in
favour of price and accessibility to services.

The average unit price in North Sydney (suburb) was $645,000 in 2012, This is
significantly higher than the Greater Sydney average of $498,000 and
demonstrates the popularity of the area for residential accommodation. One
bedroom units generally achieve between $400,000 and $500,000 in North
Sydney, while two bedroom units generally achieve $650,000 to $750,000 which
is unaffordable for a large proportion of North Sydney residents.
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6.0 Proposed Development

This section describes the proposed development, including the Planning Proposal
and development application sought for the site.

6.1 Planning Proposal

The Planning Proposal is seeking to reduce the required minimum non-residential
floor space to 1.0:1(from 3.0:1} with no maximum non-residential FSR (currently
4.0:1). If Draft North Sydney LEP 2012 is implemented prior to the
implementation of the Planning Proposal, this will only apply to 144-154 Pacific
Highway.

6.2 Development Application

The Development Application (DA) seeks consent for the following:
= 2,398m? commercial floor space (over three storeys);

» 204 residential units, inciuding 41 studios, 101 x one bedroom units, 60 x two
bedroom units and 2 x three bedroom units; and

=  Five basement parking levels.

Proposed Apartment Mix
The apartment mix proposed within the development is provided at Table 14.
Table 14 - Proposed apartment mix

Apartment Type No. of Apartments % of Apartments

Studios | “ 69.6%
1Bedroom ____ B ! 68

iBedoom+Stwdy | 0% |
2Bedoom | s | 4%
2BedoomStudy | 2 |
3Bedroom 1 N

Typical floor plates are provided are provided at Figures 6-7.
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PACIFIC HWY

BERRY STREET
Figure 6 — Example Fioor Plate (Level 4)
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Figure 7 - Example Floor Plate (Level 12)
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7.0 Land Use Mix Assessment

The Planning Proposal aims to reduce the required minimum non-residential FSR
from 3.0:1 to 1.0:1 for 144-154 Pacific Highway (with no maximum non-
residential FSR}. With a site area of 1,686m?, this will reduce the minimum non-
residential floor space up to 3,372m? on the site. The proposed development
includes 2,398m? of non-residential floor space. With 4,5650m? of non-residential
floor space currently on the site, the total non-residential floor space on the site
will reduce by a maximum of 2,864m?2 At a rate of 24m? per employee (as per
existing employment density rates), this would equate to 120 employees.

The key reason for reducing the non-residential FSR is to ensure the development
outcome is economically viable. The provision of 3.0:1 in non-residential floor
space is not viable, particularly due to cost associated with amalgamating the site
(i.e. 4 Torrens title lots and 13 Strata title lots). Furthermore, the existing
development on the site is ageing and provides low quality commercial office
stock that is nearing the end of its lifecycle.

Economic viability is not sufficient justification alone for the amended non-
residential FSR. The key considerations in assessing the suitability of the reduced
commercial FSR are:

1. Ability to ensure future demand for non-residential floor space can be
accommodated elsewhere in the CBD;

2. Commercial in the mixed use area may compete and attract tenants away from
the CBD;

3. Surrounding context and precedence for reducing the non-residential FSR; and

4, Suitability of the site for residential purposes.

7.1 Future Demand and Supply

The future demand for commercial office floor space in North Sydney CBD is
approximately 160,000m? to 190,000m?” by 2036 (discussed in detail at Section
4.5). An additional 1,800m? would be required in North Sydney CBD to replace
the jobs no longer proposed to be accommodated on 18 Berry Street and 144-154
Pacific Highway.

There are a number of approved and potential commercial office sites in the North
Sydney CBD. These sites have been identified and assessed (in reports prepared
for North Sydney Council) as having the capacity to provide 187,000m? of
potential additional commercial office fioor space under the current planning
controls. Furthermore, Council has acknowledged there are a number of other
sites in the CBD that would further contribute to commercial office floor space.
These additional buildings provide the opportunity for commercial ficor space weil
in excess of the maximurn future demand.

The subject site is therefore not required to provide a minimum of 3.0:1 of non-
residential floor space to mest the future demand for commercial office
development in the North Sydney CBD.

7.2 Competition for Commercial Fioor Space

There is a lot of potential supply for commercial floor space in the North Sydney

CBD, particularly the sites that have been approved for large areas of commercial
floor space under Part 3A. These sites will compete for tenants over the coming
years, particularly initially 1o ensure pre-commitmants and funding is achieved.

JBA « 13302
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The provision of significant commercial floor space outside of the North Sydney
CBD (including sites like 18 Berry Street and 144-154 Pacific Highway) will
increase competition for these tenancies, and make pre-commitments more
difficult for the larger approved buildings.

Sites in the mixed use precinct are also unlikely to be as attractive as tenancies
within the North Sydney CBD, particularly due to distance to the CBD and the
physical barriers of Berry Street and Pacific Highway. If 18 Berry Street and 144-
154 Pacific Highway is required to provide at least 3.0:1 in non-residential floor
space, the tenancies are likely to struggle to be filled without competitive pricing
structures. This will attract tenancies away from the CBD and affect the viability
of a future project at 18 Berry Street and 144-154 Pacific Highway.

7.3 Local Context and Precedents

The low demand for commercial accommodation on the site and immediate
surrounds has been demonstrated through a number of recent Planning Proposals
which have reduced the requirement for non-residential floor space in the locai
area. These projects demonstrate the following:

=  The lack of market demand for commercial flocr space in this location;

= A willingness of North Sydney Council and the Department of Planning &
Infrastructure (DP&I) to consider the variation to the non-residential minimum
requirements in this locality; and

= The changing nature of the local area within the North Sydney CBD from a
commercial precinct to a mixed use residential area. This transition to a
residential character also contribuies to the difficulties of attracting commercial
tenants to the site due to its perceived future residentia! character.

A number of these Planning Proposals were allocated reduced nen-residential FSRs
in the Draft North Sydney LEP 2012 (or previous iterations of the Draft LEP), in
accordance with following Planning Proposais. It is understood a reduced non-
residential FSR was not envisaged for 144-154 Pacific Highway. The reduced
FSR was requested by Strand Estates Pty Ltd in a submission regarding the draft
LEP. Council’s post-exhibition report acknowledged Strand Estates submission but
stated that “such an amendment should be cansidered independently of the Draft
LEP via a Planning Proposal. It is recommended that Council encourage the
lodgement of a Planning Proposal for 144-148 Pacific Highway and 18 Berry
Street for further consideration”, This report supports a Planning Proposal as
requested by Council.

The relevant Planning Proposals and Development Appiications are discussed
below, and shown at Figure 8. These Planning Proposals demonstrate the
changing nature of the North Sydney CBD, particularly north of Berry Street where
a number of sites have a minimum of 0.5:1 FSR of non-residential fioor space.

Council gave various justifications and reasons for supporting the reduced non-
residential FSRs on these sites. These justifications equaliy apply to the subject
site and include:

= It wiil reflect the current market demand in the locality;
= [t will maintain the mixed use character of the area;

= |t will benefit the local commuriity by increasing the amount of residential
accommodation in waiking distances of services;

» |t is consistent with the Metropolitan Strategy as it will provide more housing in
existing centres;

= [t is consistent with a number of other Planning Proposals in the local vicinity;
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= |t is located in the mixed use zone which is a transition between the
commercial core and the residential areas;

= |t is consistent with neighbouring buildings; and

= The greater uptake of residential apartments will contribute to the vibrancy of
the North Sydney CBD.

Furthermore, Council staff have acknowledged the current approach to non-
residential development in mixed use areas, as shown in the North Sydney Centre
Review 2013 - An Introduction for Councillors “In existing mixed use parts of the
Centre, Council has actively sought to increase the potential for properties to
redevelop by allowing developments to provide less commercial space in favour of
more residential. This has already led to a number of site specific planning
proposals being lodged to make previously unviable development opportunities
more attractive to owners/developers”. This statement similarly applies to 144-
154 Pacific Highway and 18 Berry Street, North Sydney.

P

Powy, L ‘m
o i B
\ Er } I
\ =) ]
; I. .,;’|I | |
|I IlI |I |
2 | ;r |
R, ¥ fl.: Al [
":.'_ ;:‘:‘ o .. T [N r' 'II";.'A"'
[ The site [ 156-158 Pacific Highway
[—1 12-16 Berry Strest 1 211-223 Pacific Highway
1 239-247 Pacific Highway 144-150 Walker Strest
1 136-140 Walker Street 225 Miller Street

Figure 8 — Surrounding Planning Proposals and/or DAs

12-186 Berry Street, North Sydney

12-16 Berry Street, North Sydney immediately adjoins the site (to the west).
12-18 Berry Street was subject to a Planning Proposal to reduce the non-
residential FSR from 3.0:1 - 4.0:1 to 0.5:1. This represented the proposed
controls for the site as part of the Draft North Sydney LEP 2009. The Planning
Proposal came into effect on 5 August 2011.

Prior to the Planning Proposal, the site was occupied 2 x four storey commercial
buildings. Council found the reduction in non-residential fioor space acceptable as
it “will maintain the mixed use character of the area, with the increase in
residential floor space merely reflecting the current market demand in that
particular area.”’

7 North Sydney Council report of 19 January 2011
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156-158 Pacific Highway, North Sydney

156-158 Pacific Highway, North Sydney immediately adjoins the site (to the
north). The site was subject to a Planning Proposal to reduce the non-residential
FSR from 3.0:1 - 4.0:1 to 0.5:1. This represented the proposed controls for the
site as part of the Draft North Sydney LEP 2009. The Planning Proposal came into
effect on 7 October 2011.

Prior to the Planning Proposal, the site was occupied by a vacant lot (No. 156} and
a two storey commercial building (No. 158). Council found the reduction in non-
residential floor space acceptable as it “will directly benefit the local community by
increasing the amount of permanent residential accommodation and local
economy... in line with the provisions of the Metropolitan Plan for Sydney 2036
which aims to locate 80% of new housing within walking distance to centres.”®
The Council also noted similar reasons to support the Planning Proposal as for 12-
18 Berry Street, North Sydney {as ocutlined above).

211-223 Pacific Highway, North Sydney

211-223 Pacific Highway, North Sydney, is opposite the site, across the Pacific
Highway. The site was subject to a Planning Proposal to reduce the minimum non-
residential FSR from 3:1 to 0.5:1, the maximum was to remain at 4:1. This was
consistent with the controls proposed for the sight under the Draft North Sydney
LEP 2009. The Planning Proposal came into effect on the 12" October 2012.

Prior to the Planning Proposal the sites were used for commercial purposes.
Council found the reduction in non-residential FSR acceptable as “The reduction of
minimum non-residential floor space was introduced for a number of sites under
DLEP 28 within the North Sydney Centre, to provide added flexibility for these
sites. Simifar Planning Proposals in the North Sydney Centre have been considered
recently by Council at 12~16 Berry Street, 239~247 & 156-158 Pacific Highway,
144-150 Walker Sireet, and 225 Milier Street, North Sydney. These Planning
Proposals all sought to decrease the minimum non-residential FSR on their sites to
0.5:1. As these Planning Proposals have reflected the proposed provisions under
DLEP 2008, Council and the DoPl have beern supportive of them.”?

239-247 Pacific Highway, North Sydney

239-247 Pacific Highway, North Sydney, is on the eastern side of the Pacific
Highway, approximately 140 metres from the site. Ths siie was subject to a
Planning Proposal to reduce the minimum non-residential FSR from 3.0:1 to 0.5:1.
This represented the proposed controls for the site as part of the Draft North
Svdney LEP 2009. The Planning Proposal came into effect on the 14™ October
2011.

Prior to the Planning Proposal, the site was occupied by three huildings with a
combined non-residential FSR of 2,150m?, the proposal will reduce this to
791m?. Council found the reduction in non-residential floor space acceptable as
it “is consistent with the desired future character of the North Sydney's CBD. The
site is located in the mixed use zone which is characterised as a transitional zone
between the commercial core of the CBD and the residential development
surrounding the development. The density achieved is considered tc be
appropriate within this mixed use area under transition in which the site is located
taking into account the controls, environmental and growing urban context in
close proximity to North Sydney Station.’®

8 North Sydney Council report of 19 January 2011
? North Sydney Council Report 12 March 2012
1% JRPP (Sydney East Region) Business Paper 6 July 2011 - Item No. 2011SYEO50
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136-140 Walker Street, North Sydney

136 and 138-140 Walker Street is approximately 300metres to the east of the
subject site. The site was subject to a Planning Proposal to reduce the non-
residential FSR from 3.0:1 to 4.0:1 to 0.5:1. This represented the proposed
controls for the site under the Draft North Sydney LEP 2009. The Planning
Proposal came into effect on the 11 February 2011.

Prior to the Planning Proposal, the site was occupied by two low rise residential
flat building. Council found the reduction in non-residential floor space acceptable
as “the site is located at the interface between the North Sydney CBD and the
residential area of North Sydney. The site is located in close proximity to the
commercial and mixed use buildings ...the Planning Proposal will maintain the
mixed use character of the area, with the increase in residential flcor space being
consistent with the neighbouring buildings”'’

225 Miller Street, North Sydney

225 Miller Street is located approximately 230 metres to the north-east of the
subject site. It was subject to a Planning Proposal to change the minimum non-
residential floor space from 3.0:1 to 0.5:1. The Planning Proposal allowed the use
of approved serviced apartments as residential apartments. This represented the
proposed controls for the site under the Draft North Sydney LEP 2009. The
Planning Proposal came into effect on the 4™ December 2009.

Prior to the Planning Proposal, the site was under construction for use as a 19
storey mixed use building with 73 residential units, 19 serviced apartments and
450m? of commercial space. North Sydney Councii found the reduction in non-
residential floor space acceptable as “/t is considered that a greater uptake of
residential apartments in this area would contribute to the vibrancy of the North
Sydney CBD. The site itself is located within walking distance of North Sydney
Railway Staticn and public transport routes, as well as being well located within
close proximity to many other services.

“Under the provisions of the NSW Metropolitan Strategy, North Sydney is required
to provide an additional 5,500 dwellings by 2031. The conversion of 24 serviced
apartments to residential apartments will assist Nortf Sydney Council achieve this
quota.”

“The reduction of the required minimum non-residentiai floor space was introduced

for a number of mixed use sites in the fringe of the commercial core to provide

flexible redevelopment options for these sites”. 2

7.4 Suitability for Residential Development

The site is suitable for mixed use residential development for the following
reasons:

= The site is located in the Mixed Use zone, which permits apartment buildings;

= The site immediately adjoins, and is apposite, a number of predominantly
residential buildings;

» The site is part of the transition area between the commerciai core and the
neighbouring residential areas;

= The site is within walking distance of the services and facilities of North
Sydney CBD; and

" North Sydney Council report 25" August 2010
2 North Sydney Council report 17" November 2009.
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= Residential development is in accordance with market demand for development
in this locality.

The site is also generally unsuitable for commercial floor space due to:

= the topography of the site - which does not allow for large floor plate and
efficient tenancies, particularly on the lower levels of the building; and

= the site immediately adjoins residential buildings - which may cause conflicts
between the residential and commercial occupants, to the detriment of one or
both occupanits.

JBA understands these issues are addressed further in the Planning Proposal
documentation.

7.5 Conclusion

The proposed non-residential FSR is suitable for the site for the following reasons:

= There is sufficient future commercial floor space supply on other sites in the
North Sydney CBD to meet demand to 2036;

= The site is in a precinct in transition from commercial to predominantly
residential, highlighted by a number of recent Planning Proposals (including
those immediately adjoining the site);

= Council has provided justification for various similar Planning Proposals, all of
which can similarly apply to the subject site; and

= The site is suitable for residential purposes.
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8.0 Apartment Mix Assessment

The development proposes to refine the numerical apartment mix by increasing the
number of studios and one bedrooms and reducing the number of three bedroom
apartments as summarised in Table 15 below. The proposed apartment mix differs
from the recommended mixes under DCP 2002 and Draft DCP 2012.

Table 15 — Comparison of proposed dwelling mix with North Sydney DCP 2002 and DCP 2012

Controls
Dwelling Type DCP 2002 Draft DCP 2012 Proposed
Development
Studio | 15% max 10-20% 204%
1 bedroom N%max  12635% 49.5% L
2 bedroom 40%max [ 3545% — [29.4% ]
Sbedrom  [i%mn __ |020% 105

8.1 Assessment

8.1.1 Objectives

The controls for mixed use deveiopment in DCP 2002 are informed by a number

of abjectives outlined at Section 6.0, with those that are relevant to apartment

mix being:

« To provide a dwelling mix that achieves an on-site dwelling density contributing
to energy efficient design and residential amenity.

= To provide a choice in the mix of dwelling sizes and in the range of
affordability.

The objective of ciause 2.2.3 of Draft LEP 2012 is:

= To provide a mixed residential popuiaticn in terms of age, gender, houssghold
type and size, education, income and employment, including households with
children, households on low to moderate incormes, households with aged or
disabled persons.

The proposed apartment mix is consistent with the objectives outlined above as
the proposal:
= Ensures new housing supply is appropriate to the current and future residential

population based on an analysis of the age, household type, occupation,
education level and incomes of existing and future residents;

* Increases population density in a location that is readily accessible by walking
and public transport to employment, services and lifestyle destinations, thereby
reducing energy usage associated with transport;

= |mproves residential amenity allowing more dwellings to be provided in a
locality with high amenity;

*  Promotes smaller household sizes thereby reducing energy demand associated
with heating and cooling; and

= Provides a range of housing appropriate to the anticipated buyer profils,
ensuring dwellings are constructed and priced appropriate to the needs and
budget of the buyer profile.

JBA = 13302
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8.1.2 Controls

Both the North Sydney DCP 2002 and the Draft North Sydney LEP 2012 require
the submission of an “authoritative analysis of current and future market demand”
to support any substantial variations to the defined apartment mix controls. This
document fulfils that requirement. The Draft DCP 2002 requires that this analysis
must “support” the variations to the apartment mix, whilst Draft LEP 2012
requires that the analysis should demonstrate that the LEP’s suggested mix “is not
reasonable”.

This assessment considers that the proposed dweiling mix (69.6% studio and one
bedroom apartments) is supported on the basis of the site location, likely buyer
profile, dwelling characteristics and existing mix of housing stock within North
Sydney.

Requiring the provision of more two and three bedroom apartments within this
location is considered unreasonatle, as a provision of more larger-sized apartments
does not reflect the buyer profile for the site. Nor do two or three bedroom
apartments reflect products that are affordable for the local home buyer.

Providing more two and three bedroom apartmerits would also create greater
competition (and therefore pricing) for a reduced amount of smalier apartments,
thereby decreasing affordability of the studios and one bedrcom dwellings. At the
same time, the marketing of two and three bedroom apartments would be difficult
as the market for this product type would bhe limited, thereby impacting upon
development feasibility.

Site Location

The site is ideally located to support increased residential densities. The site is
located on the edge of the main CBD area, placing futurse residents within close
walking distance of employment, educational facilities, recreation areas, services
and dining. Existing irfrastructure, and particularly public transport, is in place and
is capable of accommodating greater residential development within the immediate
area.

Increasad residential densities can be achieved within existing built form controls
by reducing apartment sizes to accommodate more studio and one bedroom
apartments.

Likely Future Buyers

Based on the analysis in Section 5.0 above, the likely future buyer for new
apartments in North Sydney will be:

= younger adults (aged 25-39};

= investors (i.e. occupied by renters);

= small households (lone persons and couples); and

= professionals workers.

These groups are generally price-constrained due to their younger age and career

progression, and require less living space due to their smaller household size (86%
of apartments in North Sydney are occupied by only one or two persons).

Lone perscn households and couples combined occupy over 75% of apartments in
both North Sydney suburb and North Sydney LGA.,

4h
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Dwelling Characteristics

The buyer profile identified is likely to demand dwelling types which suit their
needs and expectations of the area, namely:

« smaller apartments suiting lone person and couple households;
= affordable apartments which are within the relevant price constraints; and

= well-designed apartments which offer convenience and functionality.

Lone person households and couples account for over 75% of dwellings in North
Sydney suburb and North Sydney LGA. These household types generally seek
smaller dwellings, however, the DCP 2002 controls specify that studios and one
bedroom dwellings do not exceed more than 45% of dwellings. The Draft LEP
2012 controls are more flexible and allow these dwellings to account for up to
55% of total dwellings, however, this apartment mix still does not fully reflect the
profile of existing residents and likely buyers.

Existing Mix Elsewhere in North Sydney

Despite the proposed variation to the apartment mix control on this site, the mix
of apartment sizes across the North Sydney LGA wili continue to provide a range
of apartments to suit larger househoid types (i.e. families). Within the North
Sydney LGA 69% of all apartments are 2 + bedrooms, providing ample
opportunity for prospective purchasers/occupants of larger apartments.

8.2 Precedents

Strong demand for smaller dwelling types has been demonstrated through a
number of recent Development Applications which have sought (and received) a
variation to the dwelling mix controls. These projects demonstrate the foliowing:

= A strong market for smaller units (i.e. studios and one bedroom units);

= The suitability of the area to accormmodate higher density dwellings due to the
employment, accessibility and amenities available in the local area;

= Council’s willingness to consider variations to the dwelling mix contreis; and

= The attractiveness of the area to smaller household types (singles and couplas).

The projects are summarised at Table 16 and demonstrate Council is willing to
support an apartment mix similar to what is proposed for the subject site. The red
text denotes a variation frorn the DCP controls.

Table 16 — Aparimant mix precedents

2 bed
units

3 bed
units

Studios | 1 bed
F units

Site Date of | No. of
Approval | units

DraftDCPControl | 10-20% | 2535% | 3545% | 10-209
12:16 Bery Street, Norin Sydney [ 10811 [ 48 | 25% | 31% | 40% | 4%
520 Millr Street, Cammeray | 74710 | 36 | 22% | 27% | 36% | 14%
200-220 Pacific Highway, Crows 1111 207 18% | 52% | 28% | 14%
Nest

5153 Chandos Streel, StLeonards | 18/5111 | 32 | 9% | 53% [ 3B% | 0%
156-158 Pacific Highway, North 71911 0 | 0% 48% | 3B% | 15%
Sydney I I S | | I
6-16 Atchison Street, StLeonards | 27/213 | 173 | 17% | 37% | 38% | 7.5%
621 Pacific Highway, StLeonards | 771412 | 72 | 50% | 17% | 33% | 0%
11-19 Albany Street, StLeonards | 3/10/12 |79 17% | 45% 31% 5%
221 Miler Street, North Sydney | 3413 | 173 | 23% | 3% | #1% | 2%

Source: Strand Estates Pty Ltd
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Table 12 demonstrates support for a number of projects that vary the dwelling
mix. In particular, there are a number of projects that provide a greater proportion
of smaller dwellings types (i.e. studios and 1 bedroom units. The maximum
proportion of studio and 1 bedroom units under the Draft DCP controls is 55%.
However, a number of projects exceed this proportion with up to 71% of
apartments provided as studios and 1 bedroom units. These projects include:

=  Over 60% units provided as studios or one bedroom units:
- 239-247 Pacific Highway, North Sydney;
- 200-220 Pacific Highway, Crows Nest;
— b51-53 Chandos Street, St Leonards;
- 621 Pacific Highway, St Leonards; and
- 11-19 Albany Street, St Leonards.

= 55-809% units provided as studios or one bedroom units:
- 12-16 Berry Street, North Sydney; and
— 221 Miller Street, North Sydney.

8.3 Conclusion

This study has been carried cut in accordance with the requirements cof clause 6.1
of North Sydney DCP 2002 and clause 2.2.3 of Draft North Sydney DCP 2012. It
is evident that the proposed mix of 69.6% studio and one bedroom apartments is
appropriate and supported on the site given the characteristics of the iocation and
the likely buyer profile as discussed in Seetion 8.1. Providing a higher mix of two
and three bedroom apartments would be unreascnable as this would impact upon
housing affordability and development feasibility. As discussed in Section 8.2,
there are a number of precedent examples where Council has supported the
provision of a higher proportion of studio and ong bedroom apartments within
major centres in the North Sydney LGA. In light of the above, the proposed
apartment mix shouid be supported by Council.
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9.0 Conclusion

Land Use Mix

The Planning Proposal aims to amend the non-residential FSR required on the site
from a minimum of 3.0:1 and a maximum of 4.0:1 to a minimum of 1.0:1 (with
no maximum non-residential FSR). The non-residential FSR is suitable for the site
as it is not required to meet the future demand for commercial floor space in the
North Sydney CBD, as demonstrated below:

= North Sydney CBD is to accommodate approximately 14,800 additional jobs by
2036. A proportion of the additional jobs wili be accommodated within
improved efficiencies in the existing floor space, resulting in a requirement for
additional floor space to accommodate approximately 10,515 to 12,665
additional jobs.

= At 15m? per job, this equates to approximately 160,000m? to 190,000m” of
additional office floor space demand in Nerth Sydney CBD by 2036.

= There are a three approved projects within North Sydney CBD that will
accommodate a significant proportion of the required future commercia! floor
space. These projects include a net increase of approximately 116,000m? of
commercial floor space.

= Previous studies undertaken for North Sydney Council indicate other sites (not
including the subject site) in North Sydney CBD currently have capacity for an
additional 71,000m? in development scenarios that are considered
economically viable and possible under the draft North Sydney LEP controls.

=  Therefore, the future commercial capacity within the North Sydney CBD is
likely to achieve 187,000m? by 2036. This meets the demand for additional
commercial office floor space.

There are aiso a number of precedents around the site where Council has
accepted a reduced non-residential FSR. These precedents demonstrate the lack
of market for commercial offices in this location, the suitability of the area for
residential development and Council’s willingness to progress simiiar Planning
Proposals.

Apartrment Mix

The proposed development varies the existing and draft North Sydney DCP
controls relating to apartment mix. Specifically, the proposed development
includes a larger proportion of smalier unit types (i.e. studios and one bedroom
units) which resuit in fewer larger unit types (i.e. two and three bedroom units).

The proposed apartment mix is suitable for the site within the North Sydney CBD
for the following reasons:

= the smaller unit types will be more affordable for the local residential market;
= the site is highly accessible and is ideal to accommodate increased densities;

» likely future buyers will favour smaller dwellings types (particularly lone and
couple households}; and

» there is sufficient existing diverse supply across the North Sydney CBD.

Furthermore, there are a number of precedents wherehy the JRPP has recently
approved a number of projects that include a similarly high proportion of studios
and one bedroom units (i.e. between 60-70%). This demonstrates the market
characteristics in the area, particularly relating to the increased affordability (and
therefore market) for smaller unit types.

JBA » 13302
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ATTACHMENT 2 - HOUSEHOLD INCOME STATISTICS

The following tables represent extracts from Council’s website presenting various
demographics of the population of North Sydney LGA.

Weekly household income 2011
North Sydney Council area grgater
Weekly income yaney
Number % %

Negative Income/Nil Income 445 1.5 1.6
$1-$199 259 0.9 15
$200-$299 467 1.6 2.5
$300-$399 837 2.9 5.1
$400-$599 1,182 4.1 7.6
$600-$799 1,156 4.0 7.1
$800-$999 1,375 4.7 6.8
$1000-$1249 1,726 5.9 7.3
$1250-$1499 1,834 6.3 6.8
$1500-$1999 3,213 11.0 11.3
$2000-$2499 1,804 6.2 8.4
$2500-$2999 5,406 18.6 9.5
$3000-$3499 2,220 7.6 5.7
$3500-$3999 1,341 4.6 2.9
$4000-$4999 1,333 4.6 2.8
$5000 or more 1,884 6.5 2.7
Not stated 2,607 9.0 10.5
Total households 29,089 100.0 100.0

Source: Australian Bureau of Statistics, Census of Population and Housing 2006 and 2011.
Compiled and presented in profile.id by .id, the population experts.

Compiled and presented by .id, the population experts.

I:\# Governance Section\Council Meetings\Word Council\2013\3639_131118\PP_144-154 Pacific Hwy & 18 Berry St_Attachment 2_Household income
statistics table.docx
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Weekly household income 2011
_ North Sydney North S_ydney
Weekly income Council area
Number % %

Negative Income/Nil Income 62 2.1 15
$1-$199 25 0.9 0.9
$200-$299 39 1.3 1.6
$300-$399 75 2.5 2.9
$400-$599 139 4.7 4.1
$600-$799 102 3.4 4.0
$800-$999 163 55 4.7
$1000-$1249 189 6.3 5.9
$1250-$1499 232 7.8 6.3
$1500-$1999 349 11.7 11.0
$2000-$2499 174 5.8 6.2
$2500-$2999 555 18.5 18.6
$3000-$3499 207 6.9 7.6
$3500-$3999 107 3.6 4.6
$4000-$4999 128 4.3 4.6
$5000 or more 149 5.0 6.5
Not stated 291 9.7 9.0
Total households 2,994 100.0 100.0

Source: Australian Bureau of Statistics, Census of Population and Housing 2006 and 2011.
Compiled and presented in profile.id by .id, the population experts.

Compiled and presented by .id, the population experts.

I:\# Governance Section\Council Meetings\Word Council\2013\3639_131118\PP_144-154 Pacific Hwy & 18 Berry St_Attachment 2_Household income
statistics table.docx
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