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COVID-19 AND THE
POTENTIAL IMPACT ON
DATA INFORMATION

The data and information that informs and supports
our opinions, estimates, surveys, forecasts,
projections, conclusion, judgments, assumptions and
recommendations contained in this report (Report
Content) are predominantly generated over long
periods, and is reflective of the circumstances
applying in the past. Significant economic, health
and other local and world events can, however, take
a period of time for the market to absorb and to be
reflected in such data and information. In many
instances a change in market thinking and actual
market conditions as at the date of this report may
not be reflected in the data and information used to
support the Report Content.

The recent international outbreak of the Novel
Coronavirus (COIVID-19), which the World Health
Organisation declared a global health emergency in
January 2020 and pandemic on 11 March 2020, is
causing a material impact on the Australian and
world economies and increased uncertainty in both
local and global market conditions.

The effects (both directly and indirectly) of the
COVID-19 Outbreak on the Australian real estate
market and business operations is currently
unknown and it is difficult to predict the quantum of
the impact it will have more broadly on the Australian
economy and how long that impact will last. As at
March 2020, the COVID-19 Outbreak is materially
impacting global travel, trade and near-term
economic growth expectations. Some business
sectors, such as the retail, hotel and tourism sectors,
are already reporting material impacts on trading
performance now and potentially into the future. For
example, Shopping Centre operators are reporting
material reductions in foot traffic numbers,
particularly in centres that ordinarily experience a
high proportion of international visitors.
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The Report Content and the data and information
that informs and supports it is current as at the date
of this report and (unless otherwise specifically
stated in the Report) necessarily assumes that, as at
the date of this report, the COVID-19 Outbreak has
not materially impacted the Australian economy, the
asset(s) and any associated business operations to
which the report relates and the Report Content.
However, it is not possible to ascertain with certainty
at this time how the market and the Australian
economy more broadly will respond to this
unprecedented event. It is possible that the market
conditions applying to the asset(s) and any
associated business operations to which the report
relates and the business sector to which they belong
could be (or has been) materially impacted by the
COVID-19 Outbreak within a short space of time and
that it will have a lasting impact. Clearly, the COVID-
19 Outbreak is an important risk factor you must
carefully consider when relying on the report and the
Report Content.

Any Report Content addressing the impact of the
COVID-19 Outbreak on the asset(s) and any
associated business operations to which the report
relates or the Australian economy more broadly is
(unless otherwise specifically stated in the Report)
unsupported by specific and reliable data and
information and must not be relied on.

To the maximum extent permitted by law, Urbis (its
officers, employees and agents) expressly disclaim
all liability and responsibility, whether direct or
indirect, to any person (including the Instructing
Party) in respect of any loss suffered or incurred as a
result of the COVID-19 Outbreak materially
impacting the Report Content, but only to the extent
that such impact is not reflected in the data and
information used to support the Report Content.
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This report is dated Decmeber 2020 and incorporates information and
events up to that date only and excludes any information arising, or
event occurring, after that date which may affect the validity of Urbis
Pty Ltd’s (Urbis) opinion in this report. Urbis prepared this report on
the instructions, and for the benefit only, of Strata Group (Instructing
Party) for the purpose of an Economic Benefits Report (Purpose)
and not for any other purpose or use. Urbis expressly disclaims any
liability to the Instructing Party who relies or purports to rely on this
report for any purpose other than the Purpose and to any party other
than the Instructing Party who 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 including wars, civil
unrest, economic disruption, financial market disruption, business
cycles, industrial disputes, labour difficulties, political action and
changes of government or law, the likelihood and effects of which are
not capable of precise assessment.

All surveys, forecasts, projections and recommendations contained in
or made in relation to 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. Achievement of the projections and budgets set out in this
report will depend, among other things, on the actions of others over
which Urbis has no control.

Economic Benefits Analysis

Urbis has made all reasonable inquiries that it believes is necessary in
preparing this report but it cannot be certain that all information
material to the preparation of this report has been provided to it as
there may be information that is not publicly available at the time of its
inquiry.

In preparing this report, Urbis may rely on or refer to documents in a
language other than English which Urbis will procure the translation of
into English. Urbis is not responsible for the accuracy or completeness
of such translations and to the extent that the inaccurate or incomplete
translation of any document results in any statement or opinion made
in this report being inaccurate or incomplete, Urbis expressly disclaims
any liability for that inaccuracy or incompleteness.

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 good faith and in the belief on reasonable grounds that such
statements and opinions are correct and not misleading bearing in
mind the necessary limitations noted in the previous

paragraphs. Further, no responsibility is accepted by Urbis or any of
its officers or employees for any errors, including errors in data which
is either supplied by the Instructing Party, supplied by a third party to
Urbis, or which Urbis is required to estimate, or omissions howsoever
arising in the preparation of this report, provided that this will not
absolve Urbis from liability arising from an opinion expressed
recklessly or in bad faith.
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INTRODUCTION

Project Background and Purpose

Urbis has been engaged by Strata Group to
conduct an independent Economic Benefits
Assessment for the proposed mixed-use
development at 9-11 Nelson Street, Chatswood.

The purpose of this report is to summarise the
potential impact of the development on the State
economy and job creation considering:

= The level of employment that can be delivered
on the subject site through the construction and
ongoing operation of the proposed development

= The broader economic impact associated with
the proposed development

The analysis adopts industry standard benchmarks
for employment density, and uses the REMPLAN
modelling tool in quantifying the potential
employment and economic benefits likely to be
generated from the construction and ongoing
operation of the proposed development. An
explanation of the REMPLAN methodology is
provided in the Appendix.

A summary of the proposed development and its
key economic benefits are presented adjacent.

Economic Benefits Analysis

Site and Proposed Development

The subject site at 9-11 Nelson Street, Chatswood
occupies an area of approximately 4,219 square
metres, bounded by Gordon Avenue to the north
and Nelson Street to the south. Pacific Highway is
within 100m to the west of the subject site, while the
North Shore Train Line is adjacent to the east.
Chatswood train station and bus interchange is
500m north of the site, with bus services along
Pacific Highway also providing public transport
options.

The site is currently occupied by a three-storey
residential building, containing 45 units.

A ‘reference scheme’ development has been
prepared for the site, which is consistent with the
Chatswood CBD Strategy. An ‘alternate scheme’
has also been prepared following testing that found
that a single tower option results in additional
benefits in terms of improved ADG performance.

This report assesses the potential economic
benefits of the ‘reference scheme’, which is planned
to include two residential towers, to be 18 and 25
storeys high and contain around 258 units. The
scheme also includes a two-storey podium featuring
4,635 sq.m of retail, bulky goods and gym
floorspace.
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‘Reference Scheme’ Development

IN TWO RESIDENTIAL TOWERS

BULKY GOODS RETAIL GFA

GYMGFA

Source: Strata Group; Urbis

H
@
‘ SPECIALTY RETAIL | F&B GFA
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BENEFITS
SUMMARY

_
Economic Benefits

The construction phase of the
proposed development will create up to 4.81
direct and indirect jobs for every $1 million

spent per annum during the construction period Direct and indirect jobs Gross Value Added annually
T S ORI e G O EEEE for e\;ery $1 million for everé/ $_1 mltILlon spent per
development will generate around $753,000 in Sl per_annum ) anicy u_rlng _e

economy for each $1 million spent per annum
for the duration of the construction period.

The ongoing operation of podium
uses will generate a net uplift of 82 direct and
indirect jobs in the economy on an ongoing

mp
D

basis. Additional direct oo Gross Value Add_ed each

The ongoing operation of podium indirect jobs as a b sl el gnicielinie, basis
uses will deliver a net uplift of $7.74 million in result of ongoing 9L Whe_n e podlum
Gross Value Add each year for the NSW operations uses begin operating
economy.
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THE CONSTRUCTION WILL DELIVER A SIGNIFICANT NUMBER OF JOBS ALMOST IMMEDIATELY

Key Findings

The construction of the proposed development
would require substantial capital investment,
which would sustain significant employment in the
local economy in the short term.

The adjacent figure provides an indication of the
potential number of jobs generated for every $1
million spent annually during the construction
phase of the proposed development.

These figures have been based on economic

modelling using REMPLAN, which determines that

the construction of the proposed development
would generate a total of 4.81 jobs for each $1
million spent per annum during the
construction phase, including:

« 1.93 direct jobs (in construction-related
industries)

+ 2.88indirect jobs (in supporting and supplying
industries).

For example, if construction cost was $70 million

over 10 years. Construction cost would be $7

million per annum, generating a total of 33.67

jobs (7 x 4.81) during the construction phase,

including:

» Direct jobs = 13.51 jobs per annum (7 x 1.93)

* Indirect jobs = 20.16 jobs per annum (7 x 2.88)

Most new direct jobs will be in the construction
sector, an important focus in the Covid-19
economic recovery.

Indirect jobs associated with the construction are
expected to be mostly in manufacturing,
accounting for one third of total indirect jobs.

Economic Benefits Analysis

Construction Phase

PROJECT
EXPENDITURE
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THE CONSTRUCTION WILL SUPPORT THE ECONOMIC RECOVERY IN NSW

Key Findings

The significant capital investment required for the
construction of the proposed development will
create economic value that will help to support the
economic recovery in NSW.

The numbers in the adjacent chart provide an
indication of the Gross Value Added (GVA)
annually for every $1 million spent per annum
during the construction phase of the proposed
development.

We have used the REMPLAN model to assess the
potential economic contributions of the
construction of the proposed development in
terms of GVA. The construction phase will
generate a total GVA of $753,000 per annum to
the NSW economy for each $1 million spent
per annum, including:

+ Direct GVA = $296,000 per annum
+ Indirect GVA = $456,000 per annum.
Using the previous example, a construction cost of
$70 million over 10 years ($7 million per annum)
would result in a total of $5.27 million GVA
across the NSW economy per annum (7 x
$753,000) during the construction period,
including:
» Direct GVA = $2.07 million per annum

(7 x $296,000)
* Indirect GVA = $3.19 million per annum

(7 x $456,000).

Economic Benefits Analysis

Construction Phase

PROJECT
EXPENDITURE
($M)
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THE DEVELOPMENT WILL GENERATE 82 JOBS ON AN ONGOING BASIS

Key Findings

Upon completion, the ongoing operations will support
new jobs and generate value added to the economy.

The ongoing phase will generate a total net
increase of 82 jobs.

» Direct jobs = 64 jobs

* Indirect jobs = 18 jobs

Direct jobs are associated with the future intended
uses of the proposed two-storey retail podium at the
subject site. As shown in the table opposite, direct
jobs within the podium uses are estimated using
benchmark workspace ratios for each use, which are
derived from the City of Sydney 2017 Floor Space
and Employment Survey and the Perth Land Use
and Employment Survey. Proposed uses and their
corresponding workspace ratio include:

+ Food and Beverage: 1 worker per 32 sq.m
* Bulky Goods: 1 worker per 74 sq.m
+  Gym: 1 worker per 107 sq.m.

Indirect jobs will be generated in most industry
sectors, though mostly relevant to:

» Manufacturing

* Professional, scientific and technical services
» Rental, Hiring and Real Estate Services

+ Administrative and Support Services

Economic Benefits Analysis

Operational Phase Direct Jobs — Podium Uses

Specialty Retail / F&B 450 sg.m 32 sg.m/ job
Bulky Goods / Showroom 2,520 sq.m 74 sgq.m/ job
Gym 1,665 sq.m 107 sq.m / job
Total

Operational Phase Employment

3/12/2020

14

34

16

64
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THE DEVELOPMENT WILL PROVIDE AN ONGOING ECONOMIC CONTRIBUTION

Key Findings Operational Phase

Upon completion of the development, the ongoing
operation of podium uses will generate value for the
NSW economy. We have used the REMPLAN
model to assess the potential ongoing Gross Value
Add (GVA) generated by these uses.

The operation of the proposed development has the
potential to deliver $7.47 million total GVA to the
NSW economy annually, comprising:

» Direct GVA = $4.42 million per annum

+ Indirect GVA = $3.06 million per annum.

Economic Benefits Analysis 3/12/2020 Page 11



2=
=
_—
Ll
o
o
=X



REMPLAN METHODOLOGY

This Economic Analysis uses REMPLAN to model
the potential economic benefits associated with the
proposed development. REMPLAN is an Input
Output model that captures inter-industry
relationships within an economy. It can assess the
area specific direct and flow on implications across
industry sectors in terms of employment, wages and
salaries, output and value added (Gross State
Product).

The potential economic benefits of the proposed
development have been quantified in terms of value
added expenditure generation and employment
generation:

» Expenditure Generation — Estimation of the direct
and indirect expenditure impacts resulting from
the proposed development. This estimates value
added expenditure impacts to the regional and
state economies during both the development and
operating phases

+  Employment Creation — Estimation of the direct
and indirect employment impacts resulting from
the proposed developments. This estimates
employment impacts using standard industry jobs
per sq.m benchmarks and regional employment
multipliers for New South Wales.

Economic Benefits Analysis

Key points regarding the workings and terminology of
the model are as follows:

*« REMPLAN uses either the value of investment or
employment generation as the primary input. For
this analysis, the value of total upfront investment
has been used as the key input to assess the
benefits of the construction phase, whereas future
employment at the centre is the input to
assessing the ongoing economic benefits of the
operational phase

» Outputs from the model include direct and indirect
employment and value added (i.e. economic
growth) generated through the project

*  Employment generated includes all full-time and
part-time jobs created over the life of the
construction phase; or in terms of the on-going
operations, total on-going jobs generated

« Both the direct and indirect benefits are modelled
for employment and value added

» Direct refers to the effect felt within the industry
where the investment is being made. For
example, during the construction phase, new
direct jobs are created within the construction
industry

* Indirect effects are:

* Those felt within industries that supply goods
to the industries directly affected (industry
effects)

* Those felt by industries that benefit from the
wages that are earned and spent by those
employed within the industries directly affected
(consumption-induced effects).
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For the purposes of this analysis, consumption-
induced effects have been excluded. Consumption-
induced effects are prone to overstate the benefits of
a particular investment as they overestimate the
impact of wage and salary increases in the local
economy. This is accepted industry practice.
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