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Executive Summary

Urbis has been instructed by Winten Property Group to prepare an economic Impact assessment for the
proposed mixed use development at 84-90 Chrislie Stresl and 75-79 Lithgow Street, St Leonards.

The econemic impact assessment indicates that the site's existing approval for a 18 storey 31,000 sq.m
commercial buillding cannot be supported by market conditions.

Over the last three years Winten Property Group has been seeking an anchar tenant pre-commitment for
the site's exisling approval, with no success.

Urbis has calculated that under the average 15 year take up of 634 sq.m for St Leonards, the approved
28,400 sq.m NLA (31,000 sq.m GFA) tower will take 42 years to fully lease.

The low lake-up rate observed within the St Leonards market is reflective of ils poorer competitive
positioning relative to other suburban office markets, its higher rental rate and smaller floor plates
compared to Macquarie Park / Narth Ryde.

This does not mean however that there will be no demand for commercial space within St Leonards
moving forward. Rather a growing proportion will be focused in the health care and social services
sector, which will be weill provided for with the redevelopment of the RNSH.

In addition to the RNSH, there may be opportunily to attract specialised heallh businesses into the area,
which do not necessarily require a large carparate office format

Employment growth in the health and social services sector between 2006 and 2011 reflects a broader
trend of a growing health sector within St Leonards Strategic Centre. In 2011, the health care and social
services sector provided 25% of St Leonards employment and is forecast to grow to 28% of the Cenlre's
jobs by 2031 (jobs growth of 3,475 over this penod).

The high proportion of health services jobs In St Leonards Strategic Cenlre is aligned to the presence of
the RNSH and medical services businesses located along the Pacific Highway.

With the RNSH's redevelopment, including the addition of 31,230 sq. m of commercial GFA, turther
employment growth in this sector is expected. The pre-lease of 20,000 sq m (NLA) of this space to the
NSW Government will support jobs growth in this sector as wall as anchor the development of this
commercial space. As such it would appear that the St Leonards Strategic Cantre has sufficient office
space capacity to meet the needs of the current business cycle.

Health sector tenants typically demand small professional suites which can be accommodated in a mixed
use format. The provision of this type of stock within close proximity to the RNSH in the proposed
development concept will support future growth in the health care and social services seclor.

In addition lo this, the existing approval for a 31,000 sq m commercial tower is unlikely 1o be required o
achieve the 8,400 additional jobs {NSW Government Bureau of Transport) projected for the St Leonards
Slralegic Cenlre by 2031

= Achievement of the projected employment growth for the St Leonards Strategic Centre is expected to
generate demand for approximately 43,350 sq.m of additional commercial floorspace by 2031

e This level of demand can be sufficienlly accommodated within the St Leonards Strategic Centre's
existing vacant floorspace and proposed supply, and will resuit in a surplus of office floorspace of
91.454 sq m by 2031 (which also could accommodate potenlial *spill over' demand fram other
centres)

* |n addition to this, with the site currently un-occupiable the proposed development concept actually
represents a net ongoing employment benefit of 473 full-time, part-time and casual jobs once fully
developed and tenanted above existing employment levels



This net employment benefit represents approximately 5.8% of the job projections for the St Leonards
Strategic Centre, outlined in the Draft Metropolitan Strategy.

In addition, the proposed development concept will contribute to meeting Lane Cove LGA's housing
targets, as well as contribute to the urban renewal of the St Leonards Strategic Centre.

Specifically our analysis finds that the addition of apartments on the subject site should be supported
based on the following reasons:

Demand drivers for residential accommodation which include access to amenities, demographics,
access to employment, transport and infrastructure, population growth, and compating supply and
demand are particularly strong for the subject site.

The lower proportion of family households and residents aged below 15 years indicates the market
may be amenable to higher density living

The employment participation rate amongst residents in the market catchment indicates a much
higher proportion of workers living in the market catchment than the broader Sydney area, which
points to & potential preference for housing located close to key employment / transport nodes

The proposed development's close proximity to the St Leonards train station is likely to atiract strong
interest frem white collar workers, seeking to minimise their travel to work time

Analysis of the subject site’s catchment housing demand and supply indicates a potential gap
between housing demand and supply of residential projects from 2016 onwards

The delivery of the St Leonards' Plaza will contribute 1o the long-term attractiveness of St Leanards to
commercial users and focal residents.



Introduction

This report presents the results of economic impacts analysis, of the proposed rezoning of 88 Christie
Sireet, St Leonards from its exisling approval for a 31,000sq.m commercial tower to a mixed use
development concept.

The purpose of this report is 10 oulline the key employment arguments supporting the subject sile’s
rézoning.

The report is structured as follows:
* Section 1 provides an overview of the study area and local context

+  Sectlon 2 conducts an analysis of historic and existing employment within St Leonards and Lane
Cove LGA that underpin ongoing demand for office floorspace

= Section 3 provides an analysis of the North Shore office markel, specifically focusing on the
performance of and invastment In the St Leonards office market over the last decade, and identifying
the quantum of new supply of floorspace that will provide employment capacity within the St Leonards
CBD

» Sectlon 4 provides an estimate of future commercia! floorspace demand, based on forecast
employment growth and industry fioorspace benchmarks, compared te the |dentified pipeline for
commercial property projects

= Section 5 idanlifies the direct and indirect economic benefils associated with the proposed
development

« Section 6 considers the fulure demand for housing within a defined residential catchment

»  Section 7 summarises the conclusions and recommendations arising out of the report.



1 Study Background

[ STUDY PURBOLI

Due to St Leonards being identified as a specialised office precinct in previous metra strategies and a
Strategic Centre in the recently release "A Plan lor Growing Sydney", retaining employment uses is an
important policy objective for both Lane Cove Council and the Department of Planning and Environment.

The following priorities for the St Leonards Strategic Centre were entified in the recenlly released “A
Plan for Growing Sydney™:

*  Work with Council to retain a commercial core in St Leanards for long-term employment growth

s Work wilh Council to provide capacity for additional mixed-use development in St Leonards including
offices, health, retail, services and housing

= Supporl health-related land uses and infrastructure around Royal North Shore Hospital

s Work with Council to investigate potential future employment and housing opportunilies associated
with a Sydney Rapid Transit train station at St Leonards/Crows Nest

In addition, while suparseded by A Plan for Growing Sydney, the Draft Metropolitan Strategy 2013 has
previously identified a target of 8,000 new jobs between 2011 and 2031 for St Leonards (which are not
currently outlined in A Plan for Growing Sydney).

As such an employment analysis 1s required to illustrate the propased Winten Property Group cancept for
88 Christie Street will not negatively impact the St Leonards Strategic Centre as an employment precinct

Instead the proposed development will deliver amenity upgrades necessary for the St Leanards Centre to
altract businesses, creating a vibrant hub of activity, as well as increase jobs and housing on the site

| e LA TR A b R DRI RS S N A LTE RS S |

The subject site covers an area of 3,200 sq.m and fronts Christie and Lithgow Street, and comprises of
approximately 5,500 sq m of commercial space that has not been occupied for approximalely 4 to 5
years.

Winten Properly Group has an existing development approval for an 18 storey 31,000 sq.m commercial
building on the subject site.

The subject site is within the Lane Cove LGA, and is in close proximity to other key locations within the St
Leonards Centre, namely:

* The St Leonards Forum retail, 50 melres north

»  The St Leonards railway station, 50 metres north

* Royal North Shore Hospital, 230 metres north-west (access on Herbent Street)
*  Willoughby Road / Crows Nest 630 metres north-east

»  Norlh Sydney TAFE, 730 melres north-west along the Pacific Highway.
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Market conditions within the St Leonards office market however are not supponrive of large scale
commercial product of this kind  Over the last three years Winten Property Group has been seeking an
anchor lenant pre-commilment for the site's existing approval, with no success.

In addition to this, the historic 15 year average annual lake up rate for the St Leonards / Crows Nest office
market is 683 sq.m per annum {Properly Council of Auslralia, Office Market Report Jan-2015)

Applied to the subject site's approved commercial floor area of 28,400 sq.m net (31,000sq.m GFA), Lhis
average take up rate would result in a take up period of approximately 42 years. The low take-up rate
abserved within the St Leonards / Crows Nest market is reflective of its poorer competilive positioning
retative lo other suburban office markets, such as Macquarie Park and North Sydney.

As such Winten Properly Group is saeking a review of the site’s planning controls to allow for a mixed use
development concepl that would bstter reflect market demand within the St Leonards Centre.

The proposed development concept comprises of.

= A four storey retail and commercial podium component comprised of 8,275 sq.m non-residential uses,
centred around an internal courtyard and through-site link. The non-residential GFA includes:

- Supermarket (3,150 sq m GFA)
- Commercial / retail (5,125 sq.m GFA).
=  Two residential components including a total of 628 residential apartments, comprised of:

- The ‘plaza buildings' al the interface of the fulure Plaza and containing 10,645 sq.m of GFA
across 16-24 slorays

- 'The Tower' located further (o the east and cantaining 40,590 sq.m across 40-48 storeys



2  Workforce and Employment Analysis

This section presents an analysis of historic and exisling employment within the St Leonards Strategic
Centre and the Lane Cove LGA.

The analysis include, lhe following:

* The size and profile of the tocal resident workforce and employment base, in terms of industry sector
and occupation

* Journay to work analysis of local resident workforce and local workers employed in the St Leonards
Strategic Centre

+  Comparisen between study area jobs and resident workers

o FOaoid b caiba T OB 10

According to Bureau of Transport Statistics (BTS) Journey to Work data, the St Leonards Sirategic
Centre accommodates around 8,400 employed local residents. Chart 2.1 illustrates the industry make-up
of the local resident workers. The charl shows that the St Leonards Strategic Centre has a higher
proportion of workers employed in Professional, Scientific and Technical Services than the Lane Cove
LGA and broader Lower North Shore

Resident Employment by Industry

Accommodaton & Food Services |mmm— m Sydney
Administrative & Supporl Services Lower North Shore
Agriculture, Forestry & Fishing ® Lans Cova LGA
Arts & Recreation Services ® 51 Leonards

Conslruchon

Education & Training |
Electricity, As, Waler & Waesle Services
Financigl & Insurance Servicos |
Health Care & SoCial ASSiolance |
Information Media & Talecommunications s
Manufacturing  jumesss—
Mining
Othar Services |y

I Profassional, Scientific & Technical Seivices j——" e . l

Public Admimnistration & Safety |m—"
Renlal, Hring & Real Eslale Sorvices |
Ralail Trade |

Transporn. Postal & Warehousing
Wholksale Trade
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Share of Poputation (%)

The industry distribution in Chart 2.1 also illustrates the conlrasting industry profile of Lower North Shore
residents compared to the broader Sydney disinbution:



s Amuch lower proportion of Lower North Shore resident workers are employed in industrial sectors
such as manufacturing, transport, postal and warehousing and construction (10%} compared to the
broader Sydney (21%)

» Sl Leonards has a slightly higher proportion of local resident workers employed in informalion media
and telecommunications (+3%), and professional; scientific and technical services (+2%) compared to
the Lower North Shore.

Table 2.1 illustrates the changing local workforce in the St Leonards Strategic Centre and Lane Cove

LGA between 2006 and 2011  Although the employment base grew for bath areas, the growth for the St

Leonards Strategic Centre was higher at 3% per annum compared to Lane Cove LGA at 1% per annum

over the period.

The employment growth for both areas was driven by the following sectors:

» Professional, Scientific and Technical Services

s Health Care and Social Assistance

» Information Media and Telecommunications

Growth in the Professional, Scientific and Technical Services was stronger for the 5t Leonards Strategic

Centre, which aligns with the presence of office precincts and easy access to the Sydney CBD.

Change in Resident Employment by Industry

St Leonards Lane Cove LGA
2006-11 2008-11

Industry Sector 2006 2011 Total Change 2006 2011 Total Chan
Profeasional, Scientific and Technical Sendces 1,495 1901 OB 2738 3,045 ﬁ
Heallh Care and Social Assistance 662 851 190 1930 2128 | g6
Information Media and Telecommunications 469 638 169 806 846 40
Financial and Insurance Services 1,033 1,174 A1 1650 1885 234
Education and Yraining 371 488 1t 1,369 1,401 122
Manufacturing 208 337 9 se6 820 EST
Whalesals Trade 428 460 gos 843 [ESTN
Public Administralion and Safety 320 352 624 885 41
Rentsl, Hiring and Real Estale Sendces 135 162 27 ass 439 84
Adminisrative and Supporl Senices 292 318 26 586 602 16
Other 8endces 175 200 25 474 472 2
Construction 242 260 678 621 ST
Transport, Postal and Warshousing 186 202 16 400 463 63
Mining 12 19 R 32 41 9
Arts and Recreation Services 123 124 PR 266 289 23
Agriculture, Forastry and Fishing 12 ¢ EECEEN 31 38 7
Electricity, Gas, Waler and Waste Senvices 52 43 PSR 124 102 e
Accommodation and Food Serices 423 410 N2 705 769 64
Relail Trade 523 455 S 1383 1,277 DRSS

Total 7.252 8433 1,181 15,916 16,843 927



Chart 2 2 compares the distribution of resident workers by occupation for St Leonards against the
benchmark areas.

St Leonards and the Lane Cove LGA have a higher propartion of professionals compared to the Lower
North Shore and Sydney. This conlributes te the higher proportion of white collar workers residing in
these areas and also to the higher average household incomes above lhe Sydney average

Resident Workers by Occupation

I i DIRE sl y 13 i

® Sydnay
Lower North Shore
u Lana Cove LGA
— ® St Laonards

Managers

Professionals

Tachnicians and Trade Workars

Communily and Personal Service Workers

Clarical and Administrative Workers

Sales Workars

Machinery Operators and Drivers

Labourars

L] T T T T -

0% 10% 20 30% A% 50

Share of Populalion (%)

The occupation profile found amongst St Leonards’ resident workers is shown in Map 2 1. St Leonards’
workers ars employed mainly in established office pracincts, such as:

= Sydney CBD
e North Sydney CBD
= Macquarie Park /North Ryde

* St Leonards Strategic Centre.
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22 L OCAL JOBS

The St Leonards Strategic Centre accommodales around 29,000 jobs, contrasting significantly with the
relatively small number of local resident workers (8,400) as stated in Section 2.1

Industry employment sectors represented in the St Leonards Strategic Centre are displayed in Chart 2.3,
The chart shows Professional, Sclentiflc and Technical Services {27%) and Health Care and Social
Assistance {25%) provide over 50% of jobs in the local area, and represent a higher proportion of jobs
than the Lane Cove LGA and benchmarked areas.

The higher proportion of health services jobs in St Leonards Centre is aligned to the presence of the
RNSH and medical service businesses located along the Pacific Highway. In addition, the RNSH
redevelopment and expansion of health related services south of the Pacific Highway is expected to
further enhance employment in lhese sectors in the short to long term

Financial and Industrial Services (6%), Information Media and Telecommunications (5%), Manufacturing
(4%), and Retail Trade (4%) are the next most represented industries. The smaller representation of
these seclors illustrates thal while St Lecnards is a commercial hub, it is not a major CBD in Sydney's
north with a diversified business lenant base

Local Jabs by Industry

Accommodation and Food Sarvices m Sydney
Lower Narth Shore
o Lane Cove LGA

a 81 Leonards

Administrative snd Supporl Services
Agriculture, Forastry and Fishing

Arts and Recreation Services
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Education and Training
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Financial and Insurance Services |y

I_ Health Gare and Sccial Assistance  jms
Information Medla and Telacommunications

Manufacluring

Mining

Not stated / Inadequately Described

Other Services

lProfessional, Scientific and Technical Services
Public Administration and Safely

Rental, Hiring and Real Estate Servicas

Retail Trade

Traneport, Postal and Warehousing

Wholesale Trade s

L T
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Table 2.2 presents the job growth in the St Leonards Strategic Centre and Lane Cove LGA by industry
between 2006 and 2011,

The following industry sectors experienced moderate employment growth in the St Leonards Strategic
Centre during this period (higher than the Lane Cove LGA):

*  Professional, Scientific and Technical Services (+1,556 jobs)
* Health Care and Soclal Assistance (+966 |obs)

Lane Cove LGA, on the other hand. experienced growth across a wider array of industry sectors including
the following:

* Professional, Scientific and Technical Services (+ 1,485 jobs)

= Health Care and Social Assistance (+541 jobs)

*  Wholesale Trade (+233 jobs)

= Financial and Insurance Services (203 jobs)

*  Retail Trade (+182 jobs).

This difference in job growth lllustrates that the Lane Cove LGA has a more diversified industry base than
the St Leanards Strategic Centre, which in addition to containing the southern end of the Strategic

Centra, also includes the Lane Cove Town Centre which serves the local population and Lane Cove West
Industrial Precinct

Change in Lacal Jabs by Industry

St Laonards Lane Cove LGA
2006-11 2006-11

Industry Sector 2006 2011 Total Change 2006 2011 Total Change
Professional, Scientific and Technical Sendces 6,124 7,680 M 2,147 3632 ﬁ
Health Care and Social Assistance 6,278 7,244 [LNOG6 | 1678 2219 541
Not slated 25 280 256 24 154 130
Constuction 988 1,144 [0y 1063 846 [NEZIZN
Education and Training 1.143 1,223 80 797 934 137
Manufacturing 985 1,025 1752 1571 sE
Olher Senvices 637 677 40 563 451 |2
Accommadation and Food Senices 1,180 1,210 230 737 822 85
Mining 24 27 a 6 6 0
Agticulture, Forestry and Fishing 16 16 0 0 14 =16
As and Recreation Serces 206 286 0 198 240 42
Rental, Hiring and Real Estate Services 562 546 =18 271 303 32
Transport, Postal and Warahousing 735 897 238 258 242 -16
Financial and Insurance Sarvices 1,726 1,679 -47 499 702 203
Inadequately described 630 434 96 244 3 87
Wholesale Trade 1,143 ©84 [ UES | 1,108 1,342 233
Administrative and Suppor Sendces 1020 832 [NEOZ 791 822 31
Public Administration and Safety 582 361 DI se0 443 | <147
Retail Trade 1,436 1,180 1,137 1319 182

Information Media and Te!scommunications 1,774 1,381 GO 513 649 136

Electricily, Gag, Waler and Wasle Sarvices 4717 o5 DGR 450 32 EEN
Total 27,664 28,961 1,287 14,8567 17,075 2,218



Chart 2.4 shows the distribution of jobs by occupation for the St Leonards Stralegic Centre and the LGA
against the benchmark areas.

White collar workers are well represented in the St Leonards Strategic Centre, where the following
occupations make up a large share of local jobs in the area

»  Professionals (39%)
»  Managers (17%)

* Clerical and Administrative Workers (17%).

Local Jobs by Occupation

8 Sydney
Lower North Shore
u Lane Cove LGA
, @Sl Leonards

Managers

Praofessionals

Techmcians and Trade Workers

Community and Personal Service Workers

Clerical and Adminstratva Workars
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Labourers s

T

0% 10% 20% 0% 40% 50%
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As show in Map 2 2, residents of the following areas represent approximately a third of workers in St
Leonards:

* North Sydney (10%)

»  Willoughby (9%)

= Warringah (7%)

s Ku-ring-gai (7%).

This is consistent with the rationale that the workforce seeks employment closer to their place of

residence Furthermore, it indicates that additional housing in the area would be well received by workers
who are employed in North Sydney, Macquarie Park, Sydney CBD and St Leonards.
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When comparing the data presented in Table 2 1 and 2.2 {that Is the number of jobs provided within the
Lane Cove LGA with the number of residents employed, in 2011), there are paricular imbalances
betwean the skills of residents and available jobs within the LGA in a number of categories.

As at 2011, the number of the Lane Cove LGA jobs exceeded the number of local resident workers by
232.

Chart 2.5 below outlines the number of workers and jobs in the Lane Cove LGA by industry sector. The
chart shows that overall the Lane Cove LGA has more jobs in white collar industry sectors than local
workers, which reflects the presenca of St Lecnards within the Lane Cove LGA. Therefore many of the
induslry seclors accommodated in office based employment currently exceed the demand from local
residents, requiring business to import labaur from other areas of Sydney.

Jobs and | ocal Resident Workers

Accommedation and Food Services
Administrative and Suppor Services

Resident Workers

= Jobs
Agricullure, Foraslry and Fishing

Ang and Recreation Services

Construction

Education and Training

Elactnaity, Gas, Waler and Wasle Services
Financial and Insurance Services

Health Care and Soclai Assistance
Information Madia and Telecommunications
Manufacluring

Mining

Other Services

Professional, Scienlific and Technical Services
Public Administration and Safety

Reanlal, Hinng and Res! Estate Services
Retail Trade

Transport, Postal and Warehousing
Wholesale Trade

0 500 1000 1500 2000 2500 3000 3500 4,00

Chart 2.6 illustrates the scale by which different types of jobs in the LGA are in deficit or surplus.

In the following categories, there are fewer jobs provided in the LGA than there are resident workers,
meaning that these workers need to travel beyond the LGA to work (exported labour):

s  Financial and Insurance Services (-1,183)
s Education and Tralning (-6587)
s Public Administration and Safety (-222)

» Transport, Postal and Warehousing (-221).



There is a mismatch between the number of jobs provided within the LGA and the skills of local resldents,
therefore labour must be imported for the following sectors:

*  Manufacturing (+742)

*  Professional, Scientific and Technical Services (+587)
»  Wholesale Trade (+499)

= Construction (+225)

s« Administrative and Support Services (+220).

Jobs Gap (Surplus / Deficit)

(S 1 1 BN B B I WP

Accommodation and Food Services i 53
Administrative and Support Sarvices N 4220
Agricuiture, Forastry and Fishing 231
Arts and Recreation Services 49 0
Conslruction - +225
Education and Training 557 NN
Eleclricity. Gas, Watar and Waste Services BLN |
Financial and Insurance Services -1,183 .
Health Care and Social Assistance B 93
Information Media and Telecommunications -197 N
Manufaclunng I +742
Mining 35 1
Cther Services I 964
Professional, Scientific and Techneal Services I 587
Public Administralion and Safety 222 N
Renlal, Hiring and Real Estate Services -137
Retail Trade 1«42
Transpon, Postal and Warahousng 221
Wholesale Trade I 499

-1.500  -1,000 -500 0 500 1,000 1,50¢



2.4

SUMMARY

From the analysis in this section, the following points can be drawn in relation to the St Leonards Centre:

14

The occupational profile, while primarily white collar for both local residents and jobs, shows thata
higher proportion of St Leonards’ residents work in white collar related jobs than the available jobs in
St Leonards’

The white collar employment profile is reflected in the place of work residents, which shows residents
working primarily in the Sydney Inner City, North Sydney CBD and Macquarie Park / North Ryde

The industry sector profile also shows a higher proportion of local jobs available in the Health sector
(25%} than local resident workers (10%). This therefore reflects the fact that the St Leonards
Strategic Centre is strongly skewed towards the provision of health services, compared to larger
diversified CBDs such as North Sydney

The Centre has a significantly higher number of jobs {29,000) compared to employed residents
(8,400) accommodated within the St Leonards Strategic Centre, resulting in the need to ‘import’
workers from other centres

The distribution of remaining jobs in Financial and Insurance Services (6%}, Information Media and
Telecommunications {5%) and Education and Training (4%) illustrate that while St Leonards is a
viable commercial hub it is not a major Centre in Sydney's North with a diverse tenant base

Both the St Leonards Centre and the Lane Cove LGA have a higher provision of white collar jobs
compared to resident workers. Sectors such as Professional, Scientific and Technical Services
import workers from outside of the LGA / Centre to fill these roles.



3  Office Market Analysis

The analysis in this section show the leve! of tenant / business interest in the St Leonards Strategic
Centre. ils prospect of achieving the employment forecasts discussed previously and the viability of
leasing large scale commercial buildings in St Leonards.

This section assesses the strength of the office market in the St Leonards Strategic Centre in comparison
to other North Shore Cenlres. The key measures thal St Leonards, and other North Shore centres, will
be benchmarked on will include;

s Centres size and localion, relative to other competing centres

= Demand for office space, measured through an analysis of historic net absorption and vacancy rates

* Rents

= Location and format of the development of new commercial within the market

Vo B I L 8 O B 1 B B R O I

Map 3 1 gverleaf shows the major office precincts throughout Sydney.

St Leonards / Crows Nest is located 5 kilometres north of the Sydney C8D, between the North Sydney,
Chatswood and Macquarie Park office markets As of January 2015 the St Leonards / Crows Nest had a
total of 348,400 sq.m of office space, making it smaller than the North Sydney (822,200 sq.m) and
Macquarie Park (B66,500 sq.m) office markets, however larger than Chatswood (285,200 sq.m).

The Property Council of Australia (PCA) release office market data biannually thal relates to the Sydney
Melro office markets overleaf in Map 3.1.

While the St Leonards / Crows Nest market is not campletely aligned with the NSW Bureau of Transport
Statistics definition of the St Leonards Strategic Centre, it encompasses the main office / commercial
areas around the St Leonards CBD, Pacific Highway and Chandos Street.






Compared lo thesa markets, St Leonards has the softest vacancy rate {12%). It achieves an average net
face rent of $426 per sq m, placing il behind North Sydney ($553 per sq.m) bul ahead of Chatswood
($408 per sq.m) and Macquarie Park ($338 per sq.m) illuslraling its relalive premium for asking rents
compared to other suburban office marketls.

Chart 3.1 shows the total quantum of office stock within the St Leonards / Crows Nest market, and the
shilt in the quality of the office stack, since 2000.

As at January 2015, approximately 51% of office slock has been classified as C and D Grade. C and D
grade stock has historically accounted for approximately a third of total office stack, however has
increased since July 2008. The increase was due (o a large proportion of the St Leonards office stock
being re-rated against the Properly Council of Australia's Guide to Office Quality.

Oftice Stock
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Chart 3.2 shows the distribution of St Leenards office stock qualily compared lo the other major
commercial centres. As noted, the volume of C Grade stock is significantly greater than all other major
commercial centres.

This research indicates that the Sydney CBD has the highest amount of premium office stock. Some
52% of the office stock in North Sydney is classified as B-Grade which has remained relalively constant
for some time. Chatswood (55%) and Macquarie Park (71%) both have large supply of A-Grade office
accommodation. Conversely, in St Lecnards the majority of ils office stack Is classified as C-D Grade
(51%).
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It is evident from the age of office stock that the St Leonards’ office market has not continued to attract
new office investment, office devalopments or major refurbishments. This has detracled from the appeal
of St Leonards to the office lenant market, compared to other centres that have attracted a higher level of
investment in new higher grade stock
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Since January 2000 only 10,200 sq.m of new office space has been laken up in the St Leanards office
market, which equates to around 683 sq.m per annum since January 2000.

Charl 3.3 illustrates St Leanards' net absorption from January 2000 to January 2015, It shows thal nel
absorption fell during 2013/14, by approximately 17,841 sq.m. This impacted vacancy rales significantly,
which climbed from 10.7% in July 2012 to 14.3% in January 2014. Since then the vacancy rate has fallen
shghtly and is currently at the long run average rate of 11.7%.

The more recent drop in vacancy rate has not been due to increased tenant demand however, with net
absorption falling over this period by 5,714 sq.m. The fall in vacancy has been driven rather by the
withdrawa) of unoccupied stock, with a net withdrawal of 16,860 sq m over this period (Property Council
of Australia, Office Market Report, January 2015)



Net Absorplion and Vacancy Rate
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Recent carporate tenants relocating out of St Leonards reflects he low net absorption rate within the St
Leonards market 1BM announced a partial relocation of staff in 2013 to relocating its Pennant Hills
campus, while Leightons will be moving its office to North Sydney.

In addition, Winten Property Group has been seeking an anchor tenant pre-commitment for the site’s
exisling approval over the last 3 years, with no success. Both indicate thal large scale commercial
developments located in St Leonards of the scale approved at 88 Christie Street will struggle to achieve
pre-commitments from tenants large enough to anchor large scale commercial developments.

This does not mean however Lhat there will be no demand for commerclal space within St Leonards
moving forward, Rather a growing proportion will be focused in the health care and social services
sector, which will be well provided for with the redevelopment of the RNEH

In addition to the RNSH, there may be opportunity to altract specialised health businesses into the area,
which do not necessarily require a large corporate office formal

There are some early indicators Lhat this is already occurring with it recently announced that Primary
Health Care Pty Ltd will take up lo 4,500 sq m in the St Leonards Forum.

Employment growth in health and social services seclor between 2008 and 2011 reflects a broader trend
of a growing health sector within 5t Leonards Strategic Centre. In 2011, the health care and social
services sector provided 25% of St Leonards employment and is forecast to grow to 28% of the Centre’s
Jobs by 2031 (jobs growth of 3,475 over this period).

The high proportion of health services jobs in the St Leonards Strategic Centre is aligned to the presence
of the RNSH and medical sarvices businesses located along the Pacific Highway.

With the RNSH redevelopment, including the addition of 31,230 sq m of commerclal GFA, further
employment growth in this sector is expected. The pre-lease of 20,000 sq m (NLA) of this space to the
NSW Government will support jobs growth in this sector as well as anchar the development of this
commercial space



Health sector tenanls typically demand small professional suites which can be accommodated in a mixed
use format similar lo the 5,125 sq.m in the proposed development concept The provision of this type of
stock within close proximity to the RNSH will support future growth in the health care and soclal services
sector

A VAGANIY

Chart 3 4 provides a comparison of office market vacancy amongst Sydney office markels from January
2000 to January 2015, providing an indication of the relative strength of different Metropolitan Sydney
office markets

Urbis has calculated the long run vacancy rates for competing Sydney office markets based on the
average of the past 16 years. The combined Sydney office markets long run vacancy rates average at
around 10%, with both Sydney CBD and Parramatta recording the lowest long run vacancy rate of 8%
On the olher hand, St Leonards/Crows Nest and Chatswood had the highest long run average vacancy
rates of around 12%.

Currently St Leonards has the highest vacancy rate when compared to the CBDs benchmarked, at 12%.
This follows a period which saw the St Leonards’ office market vacancy decrease from 15% in January
2010 1o 1% in July 2012, due largely to a withdrawal of office of 19,800 sqm. Historically St Leonards

and Chatswood have displayed the highest office vacancy, reflecting their higher rental cost compared to
the Macquarie Park / North Ryde.

Office Space Vacancy Rate
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Table 3.1 compares the 2015 average net face rents of different office precincts within Sydney.  The
rental dala illustrates that St Leonards seeks higher average rents compared with Chatswood and North
Ryde/Macquarie Park

Construction, development and acquisition costs are a primary driver of this St Leonards fragmented
land ownership makes it more expensive to acquire and consolidate sites  The higher cost in St
Leonards dnves up the yields required to justify this higher cost, and the subsequent rent sought for office
space. St Leonards fragmented land is in conlrast o outer suburban localion such as North Ryde /
Macquarie Park that have a formal / type that allows for larger consolidaled floor plates



The difference in rental rates between A and B grade stock in St Leonards is drivan by both the quallly of
its built form and location = with much of the lower grade office stock located further away from the St
Leonards CBD (close lo lhe train station).

Overall, the rental analysis lllustrates that the St Leonards / Crows Nest office market has a higher rental
cost base compared to outer locations, while not having the locational amenity of more central locations

such as North Sydney and the Sydney CBD. This has a negative impact on St Leonards' competiveness
compared to other office market locations.

Markel Rents

AVERAGE NET FACE RENT (IPER S0 1)

Grade of Stock A Grade B Grade
St Leonard / Crows Nest $478 5404
North Sydney $641 $521
Chatswood $439 $371
Narth Ryde / Macquarie $358 $283
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In addition to the existing supply of office accommodation within St Leonards, there are 7 proposed
developments containing commercial floorspace, summarised in Table 3.2.

The progression of Gore Hill D1, D2 and D3 developments in the St Leonards area is dependent on
tenant pre-commitments.

The majority of naw offica stock is being delivered through the Gore Hill Technology Park and Royal
North Shore Hospilal developments  Urbis understands that the NSW Government will be commitling to
take up 20,000 sq.m of NLA at the RNSH, whila the Gore Hill Technology Park is unlikely to proceed until
a proportion of D1, D2 and D3 buildings achieve pre-commilments
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3.6

SUMMARY

The key findings of the analysis of the St Leonards office market compared to other North Shore office
markets are as follows:

Since January 2000 cnly 10,200 sq.m of new office space has been taken up by the markel, which
equates to a 883 sq.m per annum since January 2000

Moving forward it is unlikely that St Leonards will achieve a significant uplift in development activity of
a'standard’ office product, given competition from other centres

This is reflected in the lack of tenant pre-commitments for the proposed commercial developments
identified within St Leonards discussed previously

Different building and floor plate size will invariably appeal to different business profiles, with floor
plate and floor space requirements varying depending on the size of the development site, planning
pravisions and market demand

There is an observable trend for larger organisations to occupy space in larger floor plate formats in A
or premium grade office developments in office precincts within Sydney. This trend is driven by the
efficiency and conneclivity gains associated with consolidating stafffemployees and physical
resources, rather than being disbursed across different floors and locations. Markets such as
Macquarie Park / North Ryde have been able to service this market leveraging its ability to develop
new stock, providing fioor plates regularly exceeding 2,000 sq.m

Specialised health based office tenants will seek to co-locate within the RNSH redevelopment, closer
to the delivery of heaith services, with the RNSH EOQI for the delivery of 31,230 sq.m (NLA) of
commercial space that comes with a pre-commitment of 20,000 sq.m from NSW Government a
significant opportunity o focus development around this precingt.

Mixed use professional suites are suitable for accommodating these types of tenants

The review of the St Leonards / Crows Nest office market illustrates the competitiveness of the
Sydney office market, and the challenge in competing with more affordable locations for traditional
corporate tenants

The implications for the subject property are a reduced capacity to altract tenants, indicating that the
existing provision of G grade commercial stock is not the optimal land use for the subject sile.
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4  Office Floorspace Demand

To identify demand for commercial floorspace it is necessary to consider the nature of future employment
within the St Leonards Strategic Centre (identified by NSW the Department of Planning and Environment.

The St Leonards Strategic Centre refers to the area shown in Map 4 1
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Future demand for commercial floorspace in the St Leonards Strategic Centre has been estimated by
applying floorspace (sq.m) / employment ratios to the Bureau of Transport and Stalistics {BTS) 2014
industry projects, providing an estimate of future floorspace demand from Jobs growth.

This process involves the following:

1 Analysis of job growth forecasts at the individual industry level
2 Converting jobs growth per industry into jobs growth by land use
3. Converting forecasted jobs growth by land use into floor space demand.
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Between 2011 and 2031 the Draft Melropolitan Strategy 2013 has an employment growth target of 8,000
additional jobs within the St Leonards Strategic Centre.

Table 4 1 illustrates the projected employment for St Leonards Strategic Centre belween 2011 and 2031
and its distribution across different industry sectors using BTS data. It shows that employment within the
Centre is projected to increase by approximately 8,400 jobs between 2011 and 2031, which is above the
drafl Metropolitan Strategy's employment growth targel of 8,000 jobs.



The key growth sectors outlined in Table 4.1 are expected to add the following jobs:
» Health Care and Social Assistance, increasing by +3,476 jobs, equal to 1.8% growth per annum

= Professional, Scientiflc & Technical Services, increasing by +1,199 jobs, equal to 0.6% growth per
annum

»  [pformation Media & Telecommunications, increasing by +575 jobs, equal to 1.6% growth per
annum.
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Different industry sectors have different needs when it comes to the type of floorspace required to operate
their respective organisations.

Jobs growth by industry seclor has been converted to jobs by land use below in Table 4.2, to provide an
indication of the demand for different types of land use within the St Leonards Strategic Centre.

Jobs by Land Use

RN

LANG USE JOHS GROWTH (2011 1) 2031)

Industrial +750
Includes indusinal components of ‘non-industrial' secters such as relajl, whotesale
irade and informetion technology.

Office +2,890
includes office componants of sactors whars majonly of employment is

accommodaled in non-offica’ floarspace, such as education and training. hesith and

arls and recreationsl sarvices arnd mdustnal ndustries such as conslmstian and wban

servicas

Retall +420
Includes relail components of socommodation and food services and wholesale lrade

Education +450
Does not melude olfico based educelion services

Health +3,130
Does not includa office based hesllh services,

Other +390
Off-Site +270
Home +100
Total +8,400

The office based employment is expected to comprise of a number of different industry sectors Industry
sectors that have the majority of their operations located in non-office floorspace still require a proportion
of office floorspace, including:

« Health services (10% office floorspace)

= Urban services (10% office floorspacs)

e Construclion (5% office floorspace)

s Education and training (5% office floorspace)

= Arls and recreation (30% office floorspace)

These sectors may be beller suited to co-locating office based employment with its other non-office

based operations, with the functional benefits of co-locating with its core business greater than the
amenity associated with CBD locations



As such these sectors may not require lraditional ‘corporate’ office accommodation and may suite smaller
professional suites, or co-located wilh other business operations (e.g faclories, warehouses or temporary
accommodation on construclion siles).

4 EMPLOYMENT FLOORSPACE DEMANI}

To determine the office floorspace requirement that will arise from jobs growth for the St Leonards
Strategic Cenlre, Urbis has derived employment flcorspace densities, from the typical sq m per employee
by land use.

Table 4.3 outlines the indicative floorspace required to accommodate growth in jobs outlined in Table 4.2
It lustrates that approximately 43,350 sq.m of office floorspace will be required to accommodate the
targeted employment growth outlined the draft Metrapolitan Strategy.

Office floorspace employment density is expecled to be 15 sq m per job The floorspace demand
assessment for office provided in Tables 4 4 overleaf uses this employment density assumption.

It Is important to note that these forecasts have assumed that the BTS employment forecasts for St
Leonards Strategic Centre will be achieved.

Tolal Floorspace Demand

LAND USE SQ M/ JOB TATAL FLODRSPACE (5Q M)
Office 15 +43,350
Industrial 150 +112,500 _
Retall 25 +10,500
Education 25 +11,250
Health 10 +31,300
Other 10 +3,900
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According lo the Property Council of Australia’s (PCA) Office Market Report (OMR) January 2015, there
is currently 40,265 sq.m of vacant office space and an approved development pipeline of 99,914 sq.m
office space in the St Leonards market.

If we 1ake into accounl the withdrawal of the subject site from the supply of office space, Table 4 4 shows
that the St Leonards Strategic Centre will still have ample supply of office floorspace to deliver on job
targets to 2031



Surplus / Deficit of Office Floorspace
(A7 OTARDS B LRATEGIE UL RE AL

JOES GROWTH (2001 T3 203 1)

Vacant Existing Floor Space 40,265
Praposed Commercial Developments 99,915
Withdrawal of existing property on subject site -5,500
Proposed development's commercial GFA 5125
Existing and Approved Supply 135,304

Office Flaorspece (sq.m) required to deliver St Leonards

Stralegic Centre job target (by 2031) 43,350

+Surplus / -Deficit (by 2031) +91,454

In addition to this Lane Cove Council recently published (June 2015) their analysis on St Leonards
commercial floorspace capacity based on a comparison between the existing GFA and the existing FSR
controls.

The total uplift potential for commercial floorspace was calculated to be 104,693 sqm  This would add to
the surplus calculated in Table 4.4 to 196,147 sq.m of office floor area.

This analysis excludes the subject site, and as such its redevelopment Into a mixed use development will
not detract from the potential commercial GFA uplift identified by Lane Cove Council.

The development of the 104,693 sq m of polential commercial floor area identified by Lane Cove Council
is subject to market drivers. It however illustrates that if demand for office floorspace increases greater
than what is currently projected there would be ample capacity te meet unexpected demand pressures
and *spill over demand from other office markets
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Given the existing pipeline of approved commercial development the existing approved commercial
development concept the subject site is unlikely to be required to achieve the target job oullined in the
Draft Metro Strategy or job projeclions outlined Bureau of Transport Statistics.

Achievement of forecast employment growth within the St Leonards Sirategic Cenlre is expected to result
In demand for approximately 43,350 sq.m of additional office floarspace by 2031. This level of demand
can be sufficiently accommodated within the exisling vacant floorspace and proposed supply, and will
result In a surplus of 91,454 sq.m office floorspace by 2031, assuming all approved commerclal and
mixed use development projects are developed

Within the proposed supply pipeline, the Royal North Shore Hospital Masterplan provides for 34,700 sq.m
of developable GFA for a commercial office bullding fronting Reserve Road, 20,000 sq.m (NLA) of which
will be pre-leased to the NSW Government

Adjacent to the commercial buitding, and fronting Herbert Streel there is also potential for an additional
11,645 sq.m mixed use development including commercial and health related uses (e.g. medical hotel,
medical suites, staff and carer accommodation and child care)



Both developments reflect St Leonards’ ongoing evolution into a health services hub. Health industry
lenants are better suited to co-locating in the developing health hub and in the redevelopment of the
RNSH Precinct, rather than in traditional corpocate office floor plates.



5 Economic Benefits

The employment benefits of the proposed development have a positive impact on St Leonards' economy
The employment benefits occur in two distinct phases, the construction phase and operational phase.
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Construction of a new mixed use development would require a substantial capital investment. This would
sustain significant employment in the construction industry throughout the development period

In arder to assess the employment generation of the construction phase for the proposed development, it

is necessary to first estimate the construction costs associated with the development. Using $305 million

as the indicative value of the development ($2015). as provided by Winten Property Group, the number of
direct employment can be calculated. The estimated number of jobs created is illustrated in Table 5.1,

Table 5.1 indicates that the construction investment of $305 million would gensrate direct employment of
around 1,314 full-ime, part time and casual one year equivalent jobs over the life time of the construction
period.

Construction Emplayment Impact of Proposal

Il

Development OptionType of Capltal Cost Construction Johs

I
Employment (indicative)  por $1 Milllon Dollar Invested " oct Employmant
Construction Phase $305 million 4087 1,314

O AR S E DA AT G AL RO B VL YT 1

It Is important to ensure that any future development retains an employment component 8o as nol to
diminish the employment potential of the site.

Table 5 2 shows the target mix of retail and commercial uses by the Winten Property Group. Under this
target scheme there is a polential to generate a direct employment uplift of approximately 473 full-time,
part-time and casual johs The sita currently does not employ any people, as such the employment yield
from the proposed devalopment will constitute a net employment addition to the St Leonards Strategic
Centre

Employment could be further enhanced by including provision for hame office space to be incorporated
into future dwellings to enable people to work from home.

Ongoing Operational E:mployment Potential

Employment tndicative RAoorapace
Per '000 Sq.m and Employment Yleld
Industry GLA Employment
Typa of Use Average (8q.m) (Persons)
Retall 11 3,150 129
Commercial 67 5,125 343

Total Proparty 8,275 473
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In addition 1o the direct employment to be generated from the proposed commercial / retail / residential
develapment, there are multiplier effects that will be falt throughout the local economy. Indirect Impacts
related o the employment generated in supporting and supplying businesses as a result of increased
demand for Intermediate goods and services.

For the purposes of this analysis the Australia Input-Output (1-O) employment multiplier tables trom 1966-
97 have been utilised These are the most recently published tables by the Australian Bureau of Statistics
{ABS). We note (hat the published tables are not current. In order to reflect the current state of the
economy more accurately, appropriate adjustments have been made for productivily and inflation
changes since 1996-97. The combined direct and Indirect employment effects are detailed in Table 5.3,
with the latter being based on ABS input-outpul multiplier tables.

Direct and Incirect Employment

W ifd i1 ]

Development Option/Type of Supplier Employment y
Employment Birecticmploymant Multiplier Effects Total Jobs
Construction Phase 1,314 2,088 3382
Centre Employment 473 376 849

The direct amployment of 1,314 jobs from the ‘construction phase’ would generate an additional 2,088
indirect one year equivalent jobs in supporting industries and other businesses servicing the expenditure
by the employed workers Total employment from the construction phase therefare would be in the order
of 3,382 full-time, part-time and casual equivalent jobs over the development timeframe.

The angoing ‘centre employment' (i.e. retail and commercial employment) could sustain an additional 376
supplier jobs in the broader economy. Total employment from centre employment therefore would equate
1o 849 jobs per year.
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Itis important to note that Winten Property Group is currently seeking to acquire all eight properties al
546-564 Pacific Highway, with the intention to redevelop them into a commercial building.

This is an opportunity for additional commercial development capacity within St Leonards An indicative
development scheme (provided by Winten Property Group) has been outlined in Table 5.4 below.

Indicative Scheme

Type of Use Indicative Floorspace GLA (Sq.m)
Retail 1,009
Commercial 15968
Total Property 16977

Shauld this development take place, there would be addiional employment gains, as detailed in Table
5.5 The addition of retail and commercial floarspace would generate direct ongoing employment
approximately 1,111 full-time, part-time and casual jobs, in turn conlributing to the St Leonacds Centre
employment target

It should be noted that even if Winten Property Group do not proceed with its redevelopment, 546-564
Pacific Highway represents “potential’ additional commercial GFA that would add Jobs to the St Leonards
Strategic Centre



Construction and Operational Employmant Potentia

Employment Indicative Floorspace
Per '000 Sq.m and Employment Yield
Industry GLA Diract Employment’
Type of Use Average (Sq.m) {Persons)
Retail 41 1,009 41
Commercial a7 16,968 1.070
29

Conslruction Phase’ - .

hh SUMMARY OF F P OYMENT IMPACT S

The proposed development at the subject site will result in a number of direct economic benefits at the
construction stage of the development as well as from the ongoing employment uses. These include:

= Atotal of 1,314 direct and 2,068 Indirect construction jobs, equating to 3,382 construction one year
equivalent jobs over tha life of the construction project

»  Ongoing employment of around 848 total jobs (473 direct and 376 indirect jobs).



6  Residential Needs Analysis

In addition to considering the employment impacts of redeveloping the subject site, an assessment of the
residential market was conducted, which includes:

= The geographic macket that the redevelopment will draw on

* The profile and demographics of this geographical market, and implications for housing demand
« Benefits of locating high density developments with strong access lo employment opportunities
= Future population growth, which will impact underlying demand for housing

* The market catchment's housing markel, compared to the broader Sydney Greater Metrapolitan
Region (GMR)

= Historic development patterns, and where the majority of infill development occurs
»  The affordability of existing developments and the average unit price to differenl market segments

*  Future supply and demand of housing in the market catchment

o b s N EIAE DE TAANTDY DS T 0

We have Identified five key drivers of residential housing demand relevant to the development. These
key drivers include access to amenities and employment, transport and infrastructure, population growth
and competing supply. Table 6.1 provides a brief description of these drivers and implications for the
subject sile.
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In summary, the subject site has the fundamental elements which will drive strong demand for residential
apartment living. These elements include:

*  Strong population growth

«  Access to a café on site, St Leonards Forum retail and proximity to local supermarkets, retail
precincts and high strest (e.g. Willoughby Road, Crows Nest)

» Located near a main road that is well serviced by buses connecting easily to the CBD
«  Anumber of primary and secondary schoels within 3 km from the subject site

= Future investment in social infrastructure, with a new school planned in Cammeray and High School
(7-12) in St Leonards

» Large health industry in the LGA, with a number of hospitals (Royal North Shore Hospital and North
Shore Private Hospital) and health care services surrounding the subject site

» Access to major employment precincts, including St Leonards, North Sydney and the Sydney CBD

= Proximity to the St Leonards Train Station.

6.2 MARKET CATCHMENT ANALYSIS

The market catchment for a new residential development is essentially the main geographical area from
which new residents/potential purchasers are likely to be drawn from. For the purpose of defining this for
the subject site, historic migration patterns for new residents moving into the local SA2 census area in
which the subject site sits have been identified between both 2006 to 2010 and 2010 to 2011.

The subject site sits within the St Leonards — Naremburn SA2. Given that there has been a large number
of apartment developments in recent years within the Grows Nest — Wavertan SA2, which is next to the St
Leonards — Naremburn SA2, migration into the combine geography of these two SA2s has been used to
determine the subject site’s market catchment.

Chart 6.1 illustrates the changing migration patterns into this area, illustrating that:

«  Migration from the Sydney Metro is dominated by the Lower North Shore areas surrounding the
subject site. These areas have increased as a proportion between 2010 and 2011, relative to 2006-
2011, indicating that the proposed development will attract an increasingly geographically contained
market

= [nterstate and Regional migration have maintained a consistent share, between 2006 and 2011 and
2010-2011. Overseas migration, as a share of overall migration, has fallen from 30.9% (2006-2011)
to 23.4% (2010-2011)

As the majority of SA2s highlighted below are within Mosman, North Sydney, Lane Cove and Willoughby,

these LGAs combined have been identified as the main catchment area for the proposed development,
and the study area for this residential assessment. This is outlined spatially overleaf in Map 6.1.

3{% . PO W e ent N



Migralion Analysis

o PO S AR T LM AR S IR TS A

‘T » 2006 10 2011

= 2010 to 2014

Naulral Bay - Kiribilh
Cremorng - Cammeray

Lana Cova - Graanwich
Norih Sydney - Lavender Bay

Ghatswood (East) - Attamon

Willoughby - Caslie Cove -
Northbedge

Mosman
Lindfigld - Rosewlle

Gordon - Killara

Chalswood (VWasl) - Lana Cove
Nosth
L
Other Metro Sydney 31 4.;23'5 ‘i'

Reglonal NSW
Inferstale

Cveress 23 4% 0%

0.% 5% 10% 15% 20% 25% 30% 5% 40%

Shars of Poputation (%)






6.3 DEMOGRAPHIC ANALYSIS

The demographics of an area can indicate the market profile of potential purchasers. A comparative
profile of demographic characteristics has been undertaken to identify specific residential property buyer
segments and needs within the market catchment.

Comparing the identified market catchment in which the subject site sits and the broader Sydney
Metropolitan Region (GMR) provides an indication of the type of market that is available within the market
catchment, relative ta the broader Sydney area.

Age: Chart 6.2 shows that the market catchment area has a higher proportion of residents aged between
20-49 years of age, and a markedly lower number from residents aged 0-19. This indicates fewer family
households in the area, with a larger ‘working aged' population.

incoma: Table 6.2 illustrates that the market catchment has a significantly higher income than the
proader Sydney GMR. This is driven by the fact that 45% of households earn above $130,000 per
annum, compared to 26% across the Sydney area.

Household Composition: Charl 6.4 demonstrates the market catchment has a much higher proportion
of lone person households, comprising 38% of local households, compared to 23% across the wider
Sydney GMR.

Family households comprise 55% of households in the market catchment, compared to 73% across
Sydney GMR. This reflects the age profile discussed above, which showed a significantly lower
proportion of residents aged below 15 years and consequently lower formation of family household.

This may recuce the demand for larger dwelling types, and indicates that the market is more amenable to
a higher density residential dwelling product.

Family Composition: Chart 8.5 shows that family households within the market catchment are
dominated by couples without children, comprising 43% of family households compared to 34% across
the Sydney GMR. This again points to demand for smaller /higher density product, suitable for smaller
households, with a larger proportion of the market without chitdren.

Housing Structure: Table 6.3 reflects this underlying need for smaller housing in the market catchment.
The housing profile is largely made up of apartments which comprise 54% of housing compared to 25.8%
across the Sydney GMR.

Employment: Table 6.4 shows a breakdown of the market catchment workforce against Sydney’s
workforce. Employment participation amongst residents in the market catchment indicates a much higher
proportion of workers living in the market catchment than the broader Sydney GMR. Workers appear to
be employed in close proximity to where they live (Map 6.2), indicating that a driver of demand for
housing in the market catchment is employment accessibility.
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Employment

Employmant Rate (%)

Labour Force Participation (%)
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5.7%
714.3%
26.7%
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054 POPUTATION GROWILH

Popuiation growth provides an indication of the underlying demand for housing in a particular area

The NSW Department of Planning and Environment (DP&E) is responsibla for the development and
regular review of the official population projections. These forecasts provide the main source of
population analysis undertaken by the NSW Government The Department of Planning released
population projections for NSW and each local government area (LGA) for the period 2011 to 2031 in
2014,

Table 6.6 outlines the papulation forecast estimated by the DPAE.

Population Growlh

AR

Historlc Forecast

LGA 2001 2006 2011 2016 2021 2026 2031
Lane Cove 32,086 31,721 33,250 35,150 38,050 41,550 45,250
Mosman 27 851 27.737 29,350 30,500 32,050 33,700 35,350
Willoughby 61,795 66,891 71,150 76,200 §1.250 86,100 90,300
North Sydnay 58,711 61.891 66,750 71,550 76,650 81,150 85,750
Market Cacthment 180,400 188,240 200,500 213,400 228,000 242,500 256,650
Sydney Metro 4,128,300 4,281,988 4,608,950 4,995,750 8418950 5,838,750 6,248,750
Growth % 200106  2006-11 201116 2016-21 202128  2026-31
Markat Calchment 0.9% 1.3% 1.3% 1.3% 1.2% 1.1%
Sydnay Melro Area 0.7% 1.6% 1.6% 18% 1.5% 1.4%

The key findings from Lhe historical and forecast growth for the market catchment Include:

* From 2001 to 2011 the average annual population growth for lhe market catchment increased by
11.1%, with an additional 20,100 residents over this period. Therefore reflecting an annual growth
rate of 1.1% per annum

* Sydney GMR increased by 11.6% aver this period, slightly higher than the market catchment. This
discrepancy is likely due the wider GMR containing urban release areas able to accommodate a
substantial uplift in housing and population

* Tha markel catchment population growth has been supported by approximately 6,600 new dwelling
approvals, comprised of 76% of apaniments and 22% of detached dweliings

= Population growth for the market catchment is expected to continue to grow by 1.2% per annum, a
slight increase on historic levels. This increase Is expected to be accommodated by the major cenlres
in the market catchment (as illusirated in Map 6.4).

The historic and projected population densities are shown in Map 6.3 and 6.4
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HISTORIC DWIELLIMNG ARPPROVALS

The following charls illusirate the proportion and historic trends of new dwelling approvals (NDAs) for
houses and Rats/units/apartments (‘other') for the market catchment and Lane Cove LGA, during the
period 1996/97 o 2013/14,

The historic NDAs data for both the market catchment and the Lane Cove LGA reflect the urban
character and locational attributes of the two areas. In particular:

* Infill development comprised a greater proportion of the markel catchment compared to the Lane
Cove LGA, reflecting its comparative high density urban character, transport infrastructure and
proximity lo the CBD

= The market catchment is a more developed area, reflecting the incentive to maximise dwelling
production on higher priced land, the improved marketabillity of infill developments claser to the
Sydney CBD and along the North Shore Railway

* The trend In NDAs shows a clear shift towards flats/unils/apartmenls developments wilthin the LGA

= The number of new flatsfunits/apartments dwelling approvals has averaged approximately 120 per
annum for the LGA and 940 per annum for the market catchment.

Housing Type Approvals

Market Catchment Lane Cove

Houses
159%




New Dwelling Approvals
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6.6 RESIDENTIAL PROJECTS

The State Government's Metropolitan Strategy set a target of 3,900 new dwellings for Lane Cove |.GA by
2031. However the most recent update to this strategy (‘A Plan for Growing Sydney') has revised this
target upwards to around 6,000 additional dwellings for the LGA by 2038. The proposed development
encompassing 628 apartments will contribute to reaching this target.

This section considers the competitive context for residential development within the identified migration
catchment. It considers a range of residential projects at different stages of development including
projects that are currently being assessed by council, in early planning or under construction,

In addition, a sample of residential projects currently being marketed has been analysed to provide an
indication of how residential projects are being received in the market catchment, price point and the type
of product that is selling well.

The analysis following illustrates.

*  Major proposed residential projects with 100+ yield are located within close proximity of transport
infrastructure (Map 6.7}

=  Mosman does not contain apartments above 100 units, with Lane Cove containing the highest
number of units in these type of projects (Table 6.7}

= The high dwelling yield in Lane Cove is driven mainly by the 910 units bound by Nicholson Street and
Pacific Highway

=« Agents marketing projects with a 100+ units indicate that a mix of buyers are attracted to the market
catchment — both investors, owner occupiers and foreign buyers

*  The majority of projects have experienced strong take-up during pre-sales, with few dwellings
remaining to be sold.
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RESIDEN AL DEVELOPMENT PROFILES

Project Name

Skye

Developer

Location

Anticipated Completion
Units

Mhx

Properly Descnption

Indicative Living Area

Advertised I Asking Prices

Take-up Rates

Source

Crawn

211-223 Pacific Highway, North Sydnay
Late 2015

232

Studio: 14

1 bedrocm: 70

2 bedroom: 144

3 bedroom. 4

Consiruclion of a 20 sterey mixed use bullding comprising ground floor retail and
commercial on part of lavel 1, with commercial/relail GF A of 860 sq.m. Basemant car
parking over 8 lavels accommodaling up lo 194 car parking spaces.

Studio: 36 — 43 sq.m

One-badroom: 50 - 81 sq.m

Two-bedroom; 73 - 88 sq.m

Three-bedroom 120 - 148 sq.m

Studic: From $600.000

1 Bedroom' $620,000 - $805,000

2 Badioom: $950,000 - $1.175 miltion

3 Bedroom. From $2.765 miflion

8 two bedrooin apartments ara left. Prices range fram 1.1 million to 1.3 million.

Cordell, Agen!, Properly Observer



Project Name

Bay Pavilions

Developer

Location

Anticipataed Complotion
Units

Mix

Property Description

Indicative Living Area

Advertised / Asking Prices

Take-up Rates
Buyer Profile

Sowrce

Pisly Devalopments

316-322 Burns Bay Road, Lane Cove
Lale 2015

270

1 bedroom: 82

2 bedroom: 163

3 bedroom: 25

Conslruction of five 8 to 9 storey buildings, with basement cer parking over 3 levels
for 448 vehicles.

1 Bsdroom: 51-83 sq.m

2 Bedroom: 71-85 sq.m

3 Bedroom: 87-154 sq.m

1 Bedroom® From $600,000

2 Bedroom: From $735,000

3 Bedroom: From $1.12 million - $1.6 million

Stage one all sold, stage now selling (with two bedrooms being the most popular).
High proportion of owner-occupiars

Cordell, Domain, Property Observer, Agent



Project Name

The Chatswood

Developer

Location

Anticipated Complehion
Units

Mix

Properly Description

Indicative Living Area

Advertised / Asking Prices

Take-up Rates

Buyear Profile

Source

Toga Group and Reyhoda

28-36 Anderson Streel, 2A Mcintosh Sireef and 1 Help Strest
2017

166

1 bed: 105

2 bed: 48

Jbed 5

Construclion of a 12 storey mixed use development above a landscaped podium,
comprising of commercilal and retail space. Proposad basemant car parking aver lwo
levels consisting of 211 car spaces

1 bedroom: 50-54 sq.m
2 bedroom: 76-89 sq.m

3 bedroom: 106-112 sq.m

1 bedraom: From $870,000

2 bedreom: From $1,200,000

3 bedroom: From $1.800,000

80% of apartments sold on launch day.

Buyers mostly consisted of couples and young families from the local north shore
area.

Cordell Connacl, Domain



G/ SUPPLY AND DEMANIYFORECASTS

This section provides an indication of the future supply and demand for housing within the market
catchment.

Supply has bean obtained from the residential development pipeline outlined in Table 6.8 below.

The residential development pipeline comprises of projects either currently undergoing early
planning/council approval, projects that have achieved approval or projects currently under conslruction.
Projects that have been deferred or abandoned have been ignored in terms of future potential dwelling
supply.

Tha following pipelines, in terms of developmant slage, have been identified:

'  57% of the development pipeline or 10 projects are currently being assessed/undergoing
development approval

s 14% of the developments or three projects have approval, however have not yet commenced
conslruction or site works

= 29% of the development pipeline or seven projects are currently under construclion/or sile works
have commenced.

Housing Supply by Project Stage
T M ISR R T ™ [

2016 2016 2017 2018 2019 2020 2021 2022 2023 2024

Works Commenced /
Contracts Let

Have Davelopmeant
Appraval

Pre-Development
Approval / Early Planning

Tolal 1178 273 879 1,048 300 128 0 430 244 910

The high proportion of projects in the commenced / contract let stage indicates that over the short-term
there is a relatively high degree of certainty that the housing in 20156 and 2016 will be delivered.

There is a degree of risk associaled with the proportion of the development pipeline that is still going
through the development approval/building approval process The uncertainty may affect the eventual
project approval or yield.

As such many of the projects scheduled for completion between 2017 and 2024 have a higher degree of
risk of being abandoned or not gaining development approval.



Table 6.9 compares the residential project pipeline with forecast housing demand.

We note that household farmation has been used as a proxy for underlying housing demand. which has
been derived for tha markel catchment by comparing forecasts for population and housing supply This
has been estimaled as 2 31 people her household between 2016 and 2026.

The analysis suggests a potential gap between housing demand and the supply of residential projects.
This forecast indicates that there will potentially be an acute housing shortage as early as 2016, which
could lead to a net out-migration from the market catchment area, as the market seeks housing

elsewhere and a price point appreciation further restricting first home buyars' access to entry level
housing.

Housing Supply and Population Forecasts

Population Forecast
LGA 2016 2021 2028
Lane Cowe 35,150 38,050 41550
Mosman 30,500 32,050 33,700
Wiloughby 76,200 81,260 86,100
North Sydney 71,550 76,650 81,150
Total Market Catchment 213,400 228,000 242,800

Dwelling Demand Forecasts

2016-2021 2021-28
Additional Resldents 14,600 14 500
Additional Housing Demand 8,313 6,269
New Dwelling Supply 2625 1,604

Housing Deflcit (-) / Surplus (+) -3,668 4,665



6.8 URBAN RENEWAL AND AMENITY DEVELOPMENT
OPPORTUNTITIES

Mixed use developments can deliver a number of benefits to a local area, While providing housing, they
can also accommodate additional employment and services such as retail, childcare, medical and
recreational,

The St Leonards Strategic Centre has a number of urban renewal opportunities, that are supported by
and compatible with additional mixed use development. These include:

»  Opportunity to house white collar workers, with strong access to jobs in other nearby cenlres such as
~ Macquarie Park, Chatswood, North Sydney and the Sydney CBD

= The redevelopment of the RNSH creating a health services hub
= Development of the St Leonards Plaza improving the centre's urban realm

s Amenity and urban design benefits of mixed use development concepts to the St Leonards Strategic
Centre.

61



STLIONARDS STRATEGIC CENTRE

Within St Leonards, the core cenlre has been outlined In Figure 6.8 below identifies its cantre as the
raitway station, with the commercial core south of the Pacific Highway and east of the railway station,
along the Pacific Highway.

There are currently mixed used precincts separating the St Leonards Cora with the Crows Nest Village (to
the soulh east) and RNSH and Gore Hill Parklands (to the west). The current structure results in an
isolated St Leonards Core, limiling economic and social benefits from Crows Nest and the RNSH health
precinct

St Leonards is serviced by vehicle access via the Pacific Highway and train access at St Leonards
Rallway Station. The St Leonards Railway Station is located on the North Shore Line and Northern Line
of Sydney's CityRail network. Buses also service St Leonards, with services along the Pacific Highway
There is no railway station at Crows Nest. The walkabilily of the commercial area is poor given the
elongated nature of the precinct and the busy nature of the Pacific Highway.
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CHANGING NATURLE OF S1 LEONARIDS

The changing nature of St Leonards aims lo establish better inlegration through the creation of an eastern
galeway to the centre, with commercial and residential developments on both the southern and northern
sides of the Pacific Highway thereby linking the St Leonards Railway Station and Crows Nest Village.

St Leonards is located close 1o a number of other local centres. Crows Nest is immediately east of St
Leonards, and is an important retall and dining precinct for the local area focussed along Willoughby
Road. Crows Nest also includes a number of important community services such as the Crows Nest
Centre.

Map 6.9 illustrates the land use transition in Naremburn to the northeast, Wollstonecrafi to the south and
Greenwich to the southwest to medium - and low-densily residential development, accessible by buses
and trains and with good connectivity to local cenlres and services.

Greater residential dwellings are needed to accommodate these changing amenities, and the proposed
mixed use developmenl on the subject site will support this growih.

The redevelopment of the RNSH also sees improved integration between the Sl Leonards Care and the
growing health services precinct to the west of the reilway station and south-west of the Pacific Highway.

The increase in health services will generate employment within the St Leonards Core. The continuad
expansion of the Gore Hill Technology Park will see the development of modern and specialised office
space and improved service to the St Leonards commercial market in the short to long term future.

The St Leonards Plaza and the proposed development concept provide a southern linkage from St
Leonards Statlon, and will better connect the sauth Pacific Highway precinct with the Station and the
RNSH

Hoatheiin
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ACCESS TO EMPLOYMENT

The demographlc analysis of the market catchment illustrates that white collar resident workers are highly
represented. A key driver of where these residents seek to live is access to suitable jobs, mainly located
within CBDs and town centres.

In addition to the amenity associated with the St Leonards Strategic Centre, the subject site’s
geographical positioning between Macquarie Park / North Ryde and the Sydney CBD and access to the
rail network provides residents with access to a significant amount of jobs.

This underpins the subject site's value as a residential area, providing local residents with access to
approximately 520,000 jobs within a 20 minute train ride. Contrasting this with Macquarie Park which has
access to approximately 225,000 jobs, fewer than 50% available to St Leonards residents. This is
despite a number of large scale residential developments being directed into the Macguarie Park / North
Ryde area.

None of these centres have access to the same level of employment as St Leonards, which can access
the developing Macquarie Park Employment Corridor, North Sydney and the Sydney CBD. Increasing
residential density through mixed use development concepts can leverage St Leonards' geographic
positioning and connection to key employment ¢centres.

64

P T T T AR ] i



G99’

- W e = ! wnars swenwos, sr-oveury 71
aspacs 9 P 3 o~ w5 paters @

- S - D s — !IH“ﬂ-l.ljnuhunnH.d.:rlirlil' -
Sl s 7 o CP— - -
"z a/ll/ e =1 - 4 - !

oy homg T
E ..ru.-l.n o GO e Wy snoes ey ()

~N



ST LEONARDS PLAZA

The proposed St Leonards Plaza (the Plaza) by Lane Cove Council is located immediately west of the
site and above the existing railway line. The Plaza will contribute to improving the amenity and identity of
the St Leonard's Town Centre where it is identified as St Leonard’s “heart”. The Plaza will incorporate
pedestrian link to St Leonards station as well as incorporate a new bus interchange.

The development of the Plaza is expected to cost approximately $70 million. Funding the development of
the Plaza is intended to be made partially from Voluntary Planning Agreements (VPA) with major
development companies in the area. As such, Winten Property Group (the owners of the site) intend to
enter into a VPA with Lane Cove Council to make a monetary contribution to fund the delivery of the
future St Leonards Plaza.

The proposed development plans to provide a strong connection with the Plaza. Due to the positioning of
the subject site (adjacent to Council's future Plaza) the proposed development is critical to the
strategy of the Plaza being buiit. The planned development of the Plaza over Lithgow Street (bound
west of the subject site}, coupled with pedestrian linkage via Christie Lane {bound north of the subject
site), provides direct accessibility and integration with the proposed development. Furthermore, plans to
integrate the Plaza and the bus interchange via a pedestrian link through the centre of the subject site
will;

v |mprove pedestrian walkability and amenity within the precinct
= Reinforce the Plaza as a vibrant and well-connected new public space
= Add additional retail services to the St Leonards Strategic Cenltre

= Improve the attractiveness of the St Leonards Strategic Centre to businesses and tenants.
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MIXE D USE ANLY RE TAIL SERMVICT S

Mixed use developments in addition to increasing housing supply can have positive urban design and
service provision impacts on their local area.

The proposed development al the subject site is expected to contain a 3,150 sq m supermarket and
5,125 sq.m of relailicommercial GFA This additional non-residential land use is expacted 1o add to the
existing amenily of the St Lecnards Strategic Centre, as well as provide grocery shopping needs lo
residents of the proposed development.

The non-residential additions of the development will integrate well into the changing nature of the St
Leonards Sirategic Centre.

TABLE 6 10 = BENEFITS OF NON-RESIDENTIAL COMPONENTS OF THE PROPQOSED DEVELOPMENT

BENEFITS COMMENTS

Activation Activalion of the Chrislie Streel and Lithgow Street frontage, with a suparmarkst centra will
sarvice future regidenis st the proposed developmenl, as wall as the provision of commercial
spaces. The proposed pedestrian network will conlribute to activating Chrislie Lane.

Provision of Food Wilh an additional 628 units, it Is likely that the new residents will require additional retail
and Dining amenily on top of lbe lacal areas existing provision

Retail Services Al the moment lhe only other full-ine supermarkets within the St Leonards Slrategic Centre
are localed in Crows Nest along Willoughby Road (approximately 1km away). Moving forward
additional retail services will be necessary to service the growing resident poputation

Urban Realm In association with the planned St Leonards Plaza, the proposead development concep! will
Upgrades deliver slrong pedestrian connections between the Plaza and the proposed mixed use
developed,

As illustrated in Map B.13 there is only one supermarket (Coles) within 8 0.5 km radius of the subject site
and one supermarket centre within a 1.0km radius of lhe site. To note, the Coles supermarket located al
The Forum (corner of Herbert Street and Pacific Highway) is their express model which is only 800 sq.m
or 25% of a full-line supermarket. As such, the proposed supsrmarke! will service the grocery shepping
needs of current and fulure residents of the proposed davelopment
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SUMMARY

key findings of the analysis of the St Leonards residential market are as follows:

Demand drivers for residential accommodation which include access o amenities, demographics,
access to employment, transport and infrastructure, population growth, and competing supply and
demand are particularly strong for the subject site

The main catchment area for the proposed development includes Mosman, North Sydney, Lane Cove
and Willoughby LGAs, based on migration analysis

The age profile shows a significantly lower proportion of residents aged below 15 years which may
reduce the demand for larger dwelling types, indicating that the market is more amenable to a higher
density residential dwelling product

The employment participation rate amongst residents in the market catchment indicates a much
higher proportion of workers living in the market catchment than the broader Sydney area, which
points to a potential preference for housing located close to key employment / transport nodes

Workers appear to be employed in close proximity to the market calchment, indicating that one
potential driver of demand for housing in this market is employment accessibility

The proposed development's close proximity to the St Leonards train station is likely to attract strong
interest from white collar workers, seeking to minimise their travel to work time

The historic growth in new dwelling approvals has to some degree kept pace with historic population
growth, however a demand and supply analysis indicates a potential gap between housing demand
and supply of residential projects from 2016 onwards

St Leonards has become a competitive residential area in terms of its locational attribute,
employment opportunities, connectivity to other major precincts and increased service amenities

A mixed use development on the subject site will contribute to the centre’s urban realm, retail
services and directly support the urban renewal south St Leonards via a Voluntary Planning
Agreement (VPA) for the development of the St Leonards’ Plaza

The proposed mixed use development concept will complement the St Leonards Plaza, bringing with
an additional retail market, a full-line supermarket that will draw on passing trade, activate the
connection between The Plaza and the subject site and bring in an additional worker market via its
commercial floorspace.



Disclaimer

This reporl is dated July 2015 and incorporates information and events up to that date only and excludes
any informalion ariging, or event occurring, after thal date which may affect the validity of Urbis Pty Ltd's
(Urbis) opinion in this report. Urbis prepared this report on the instructions, and far the benefit only, of
Winten Proparty Group (Instructing Party) for the purpose of Economic Impact Assessment (Purpose)
and not far any other purpose ar use To the extent permitted by applicable law, Urbis expressly disclaims
all liability, whether direct or indirect, to the Instructing Party which relies or purports to rely on this report
for any purpose other than the Purpose, and to any other person which relies or purports to rely on this
report for any purpose whatsoever (including the Purpose).

In preparing this report, Urbis was required to make judgements which may be affected by unforeseen
future events, the likelihood and effects of which are not capable of precise assessment.

All surveys, forecasls, projections and recommendalions conlained in or associated with this report are

made in good faith and on the basis of information supplied to Urbis at the date of this report, and upon

which Urbis relied. Achievement of the projections and budgels set out in this reporl will depend, among
other things, on the actions of others over which Urbis has no control.

In preparing this report, Urbis may rely on or refer to documents in a language other than English, which
Urbis may arrange to be translated. Urbis Is not respansible for the accuracy or completeness of such
translations and disclaims any liability for any statement or opinion made in this report being inaccurate or
incamplete arising from such translations.

Whilst Urbis has made all reasonable inquiries it believes necessary in preparing this raport, it is not
responsible for determining the completeness or accuracy of information provided to it. Urbis (including its
officers and personnel) is not liable for any errors or omissions, including in information provided by the
Instructing Party or another person or upon which Urbis relies. provided that such errors or omissions are
not made by Urbis recklessly or n bad faith,

This report has been prepared with due care and diligence by Urbis and the statements and opinions
given by Urbis in this report are given in goad faith and in the reasonable bellef that they are correct and
not misleading, subject to the limitations above.



[ AR

P ST Y RO 1 S

Vi
ikl



fashiotia s Asia e



M



