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SUMMARY

DCP

5.

| (Marcus Spiller) have been instructed by Maddocks, on behalf of the City of
Hobsons Bay, to provide expert evidence regarding the Development Contribution
Plan (DCP) and affordable housing provisions of Amendment C88 to the Hobsons Bay
Planning Scheme.

My evidence, in summary, is set out below.

The exhibited DCP is compliant with relevant government guidelines for the
preparation of such documents. However, there are five areas where it can be
improved or strengthened, particularly in terms of managing cash flow risks posed by
the uncertain timing of development and infrastructure outlays.

The five issues in question relate to:

The use of the ‘simple division” method to calculate development contribution
rates

Lack of certainty in the application of open space contributions under clause
52.01

Minimal provision for contributions for off-site infrastructure

Absence of risk mitigation with respect to over-collection of contributions, and
Absence of risk mitigation with respect to warranted project modifications and
substitutions.

My principal recommendation in respect of the DCP is that the development levies
be recalculated using a reasonable projection of the timing of demand and
infrastructure investment, and a reasonable provision for Council’s interest costs and
risk.

Affordable housing provisions of the DCP

6.

10.

An affordable housing requirement in Precinct 15, effected as part of the rezoning
provisions for this land, is justified within the ‘value sharing’ frame of development
contributions.

Under this frame the contribution requirement must be reasonable bearing in mind
the value of the ‘development rights” enabled by the rezoning versus the value of
‘development rights’ under the current zoning of the land.

The operational definition of affordable housing for the purposes of this evidence
report is the same as that applied in Am C270 of the Melbourne Planning Scheme
(which also applies the value sharing frame), that is:

“A dwelling unit or units whose title is transferred to a not-for-profit
registered housing association or provider”

SGS has estimated that the minimum affordable housing stock permanently required
in Precinct 15 should be no less than 10 per cent.

The Precinct is expected to comprise 3000 new residential dwellings. Based on the
10% target, there is a requirement for 300 permanently affordable dwellings to be
provided.
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11. Based on provisional valuation rates for the land under its current development
rights versus those under its rezoned status, a contribution of 10% affordable
housing in Precinct 15 is achievable and reasonable.

12. The cost of providing these 300 dwellings, nominally priced at $525,000! per unit,
needs to be borne by all commercially marketed floor area in the Precinct, including
all non-residential uses. After netting out the 300 transferred dwellings, this pool of
floor area comprises:

Dwellings 2,700 216,000 m?
Retail 5,500 m?
Commercial 33,000 m?.
Total 254,500 m2.

13. Thus, total commercially marketed development of 254,500 m? is required to
generate 300 affordable housing units. This translates to 0.118 affordable housing
units for each 100 m2 of commercially marketed floor area.

! Median price for a 2 bedroom unit in Altona North according to realestate.com.au Nov 2017
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1. PRELIMINARY INFORMATION
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14.

15.

16.

17.
18.

1.2

19.
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Credentials

My full name is Marcus Luigi Spiller and | am a Principal and Partner of SGS
Economics & Planning Pty Ltd (SGS), based in the firm’s Melbourne office at Level 14,
222 Exhibition Street, Melbourne, VIC, 3000.

| hold the following academic qualifications:

PhD (Global Studies, Social Science and Planning), RMIT University, Melbourne,
2009

Master of Commerce (Economics), University of Melbourne, 1986

Bachelor of Town and Regional Planning, University of Melbourne, 1978.

| have extensive experience in public policy analysis as an urban economist and
planner. | specialise in metropolitan strategic planning, housing policy, urban
infrastructure funding and the links between urban structure and national economic
performance. | have provided advice to all tiers of government and the private sector
related to the dynamics of housing, transport, employment, infrastructure and the
general economy in cities.

| have previously presented expert evidence at Planning Panels Victoria hearings.

Additional information regarding my qualifications and experience is included in
Attachment A.

Instructions

| have been instructed by Maddocks, on behalf of Hobsons Bay City Council, to
provide expert evidence regarding the DCP and affordable housing provisions of Am
C88. My specific instructions are reproduced in Figure 1, below.



FIGURE 1 INSTRUCTIONS

undertake a peer review of the Alfona North Development Contributions Plan June
2017(DCP);

consider whether the DCP adequately reflects the social and other infrastructure
demands of the new development's occupants and the existing community as
affected by the new development;

consider the calculation methodology of the DCP and its impact on Council as the
agency responsible for delivery (further to the commentary you have previously
provided to Council in respect of the landowner's 2015 draft Altona North
Development Contributions Plan (by Tract consultants)), the conclusions of which
commentary are alluded to in the February 2017 Council officer's report at
paragraphs 461 — 479);

consider relevant aspects of submissions received from, in particular, the
landowners within the Amendment area (for e.g. submissions which question
whether the DCP equitably apportions costs and land amongst the various
landholdings in the Amendment area); and

consider the method of delivery of affordable housing through the Amendment, in
particular given the importance of affordable housing:

. as discussed throughout the documents which form the strategic basis of the
Amendment;
. as referenced in the statutory controls (and incorporated documents) forming

the Amendment;

. as discussed in Council's 2017 Housing Strategy background report (a copy
of which will be provided to you separately); and

. in Plan Melbourne and recent State Government policy and legislative
changes.

1.3 Evidence preparation

20. My evidence is primarily based on the exhibited Amendment and accompanying
explanatory and background documents, as supplied by Maddocks.

21. It should be noted that during the past 18 months, SGS was retained by Hobsons Bay
City Council to provide advice on various aspects of the then developing planning
proposals for Precinct 15 including DCP, affordable housing, retail centre and open
space issues. In part, my evidence draws upon this work.

22. | prepared this expert evidence statement with some assistance from Armando
Mazzei. Mr Mazzei performed some DCP calculations under my direct instruction.

23. The opinions in this expert evidence statement are my own.

(’:b SGS EVIDENCE OF MARCUS SPILLER: HOBSONS BAY AM (88 - DCP & AFFORDABLE HOUSING ISSUES 2

Economics
& Planning



y

SGS

Economics
& Planning

2.

2.1

24.

25.

2.2

26.

27.

28.

29.
30.

31.

DEVELOPMENT CONTRIBUTION
PLAN

Overview of issues

In my assessment, the exhibited DCP is compliant with relevant government
guidelines for the preparation of such documents. However, there are five areas
where it can be improved or strengthened, particularly in managing cash flow risks
posed by the uncertain timing of development and infrastructure outlays.

The five issues relate to:

The use of the ‘simple division” method to calculate development contribution
rates

Lack of certainty in the application of open space contributions under clause
52.01

Minimal provision for contributions for off-site infrastructure

Absence of risk mitigation with respect to over-collection of contributions, and
Absence of risk mitigation with respect to warranted project modifications and
substitutions.

Use of ‘simple division’ calculation method

The Government guidelines for the preparation of DCPs? provides for two options
regarding the method used to calculate development contribution rates per dwelling
or dwelling equivalent (or other demand unit).

The ‘simple division” method sums infrastructure costs that are attributable to usage
generated in the DCP area and divides this by the sum of total ‘demand units’ (for
example dwelling equivalents) expected to be accommodated within the DCP area.

Under the ‘simple division” method, no allowance is made for when project costs will
be incurred, nor for when revenues under the DCP will be received. In effect, the
calculation assumes that all infrastructure outlays and development receipts will
occur instantaneously.

This is the method that has been applied in Precinct 15.

The ‘simple division” method is suitable where the planning authority can be
confident that outlays will be synchronised with infrastructure receipts; that is, the
inflow of funds will exactly match expenditure commitments of the Council or
infrastructure agency. Put another way, Council would not need to rely on
borrowings, or interest on account surpluses - whether these are accrued in a bank
account or within internal financial sources - to meet their obligations for that
proportion of infrastructure cost attributable to demand in the Precinct.

The second method available under the Government guidelines requires, firstly, that
the planning authority make an assessment of the timing of development, that is, the
flow of demand units over time and therefore the profile of DCP receipts. The
authority then identifies the likely timing of infrastructure projects to meet this
development pattern. The time-bounded flow of project costs and the anticipated
flow of demand units are expressed in present value terms using a suitable ‘discount’

2 https://www.planning.vic.gov.au/ data/assets/pdf file/0018/29700/Preparing a Full Cost Apportionment DCP.pdf

EVIDENCE OF
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(orinterest) rate. The present value cost of the projects is divided by the present
value of the demand units to arrive at a charge per demand unit.

32. As alluded to above, if the flow of project costs and the flow of demand units (DCP
receipts) are exactly synchronised, the ‘simple division” method will give the same
charge per demand unit as that generated using the ‘present value discounting’
method.

33. However, if these flows are not exactly synchronised, the charges will vary. For
example, if Council is obliged to outlay funds for the construction of projects, then
wait for some years to collect DCP levies as the area develops, the ‘present value
discounting” method will generate a higher charge per demand unit than the ‘simple
division” method. This is because the ‘present value discounting” method effectively
compensates Council for its borrowing costs, or the opportunity cost on its capital, in
having to provide infrastructure ahead of DCP receipts.

34. If, on the other hand, Council can defer provision of infrastructure until a relatively
late stage in the development of the Precinct, the ‘present value discounting’ method
will give a lower charge per demand unit than the ‘simple division” method. This is
because the ‘present value discounting” method allows for the fact that Council will
able to accrue effective interest on nominally unexpended DCP receipts in the lead
up to the actual construction of the relevant infrastructure projects.

35. Toillustrate the scope for sub-optimal charging under the ‘simple division” method, |
asked my office to re-calculate the DCP levies using a particular scenario for the
timing of development and infrastructure outlays.

36. There is no information in the Am C88 documentation and supporting strategic
material regarding the pace at which the development of housing, retail and
commerecial activity will occur in Precinct 15. However, the DCP has a nominated 20-
year time frame 2017 — 2037.

37. For illustrative purposes, | asked my office to formulate a scenario for the
incremental development the Precinct over 20 years, as shown in the following table
and charts.

FIGURE 2 NOMINAL TIMING OF DEVELOPMENT — PRECINCT 15

Yearly increment

0 24 41 66 98 139 184 229 267 294 303 294 267 229 184 139 98 66 41 24 13
0 0 0 318 423 527 616 676 698 676 616 527 423 0 0 0 0 0 0 0 0
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0 24 65 131 229 368 552 781 1,048 1,342 1,645 1,939 2,206 2,435 2,619 2,758 2,856 2,922 2,963 2,987 3,000
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Source: SGS Economics & Planning Pty Ltd
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38. This is a notional scenario only. | recommend that the planning authority establish an
authoritative reference scenario for the development of the Precinct, which can be
used in the scheduling of infrastructure provision and the calculation of development
contributions.

39. Under the notional scenario set out above, Precinct 15 would be more than 50%
developed within 10 years.

40. On this basis, SGS further assumed that all the enabling and supporting infrastructure
projects nominated in the DCP will need to be in place by 2023, that is, within 6
years.

41. The SGS nominated timing of the projects and the associated cash outflows for
Council are shown in Figure 3.

42. Note that cash flows are shown in constant 2017 prices. This is standard practice.
DCP calculations using the present value discounting method are made in constant
prices with the application of a ‘real’ or inflation-free discount rate. Inflation is
factored back into calculated DCP levies through the annual indexation process which
is enabled by the Planning and Environment Act.

FIGURE 3 NOMINAL PROJECT TIMING

Land isiti Ci tructi
Infrastructure Code | Year R Ao o Total Cost
cost cost
2018

IN-3L S 448,658.00 S 448,658.00
2018 $ 1,656,385.00 $ 1,656,385.00

2018 $ 2,044,159.00 $ 2,044,159.00

N-6 2018 $ 1,026,335.00 $ 1,026,335.00
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I T R R
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2020
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$ 956,894.00 S 956,894.00
$ 7,606,992.00 $ 7,606,992.00

2020
- 2 8,563,886.00 S 4,298,686.00 $ 12,862,572.00

2019 1,198,80800  $ 1,198,808.00
2533100 $ 25,331.00

2021

Cash outflow

2021 282,730.00  $  282,730.00

$
$
$
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$
$
&
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$16,000,000.00
2021 1,501,547.00 $ 1,501,547.00
$14,000,000.00 2021 1,869,980.00  $ 1,869,980.00
3 $ 2,160,144
-l I 75 T AT
$10,000,000.00 i $ 636,37800 $  636,378.00
$8,000,000.00 2022 $  3,511,189.00 $ 3,511,189.00
56,000,000.00 2022 $ 3,266,114.00 $ 3,266,114.00
A [ 15 semnaw [ 5 swsom | § sasein]
" . ; 2023 $  3,249,087.00 $ 3,249,087.00
$2,000,000.00 i [ 1s 1S 32908700 | § 3049,087.00 |
T L R [ o [ asmono | Swsmmo]
2559888888333 333333383
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Source: SGS Economics & Planning Pty Ltd
43. SGS performed the DCP calculations for this scenario of development and project
timing using the present value discounting method. Three real discount rates were
applied — 0%, 2% and 4%.
44. Applying 0% is effectively the same as deploying the ‘simple division” method. It
means that there is zero interest penalty or opportunity cost for Council in having to
outlay funds on projects ahead of DCP receipts.
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45. Assuming that inflation runs indefinitely at 3% per annum, applying a real 2%
discount rate is the equivalent of Council borrowing at a 5% nominal interest rate.
That is, Council is assumed to pay 5% interest on negative balances in its notional
Precinct 15 infrastructure account, and earn 5% interest on positive balances in this
notional account.

46. Similarly, a 4% real discount rate would infer a nominal borrowing rate of 7%.

47. As a general principle, a higher real interest rate would be warranted where the
investment in question is uncertain and risky. This would hold, for example, if
Council could not be confident that Precinct 15 will build out at the pace assumed
over 20 years.

48. The table below shows what the DCP levies would be under these three real discount
rates for the different categories of land use anticipated in Precinct 15, assuming the
trajectory of development and infrastructure provision | set out earlier.

TABLE 1 DCP LEVIES UNDER DIFFERENT REAL DISCOUNT RATES

$12,663.05 $14,631.26 $16,787.61
$275.23 $322.61 $375.39
$1,066.51 $1,250.13 $1,454.63

Source: SGS Economics & Planning Pty Ltd

49. As expected, the 0% real discount rate delivers the same levies as the simple division
method — that is, those included in the exhibited DCP.

50. Using the 2% and 4% discount rates generates significantly higher levies — 15% higher
per dwelling in the case of 2% real and 33% higher per dwelling for 4% real.

51. These differences have serious financial consequences for Council. Under the simple
division method, Council will collect either $8.5 million or $17.8 million less than
what it would have collected had the present value discounting method been applied
at 2% real and 4% real respectively, based on the development and infrastructure
projections set out above.

52. Put another way, Council would, on this scenario, incur between $8.5 million and
$17.8 million in uncompensated interest and risk costs by using a DCP that makes no
provision for the timing of outlays and receipts.

53. Under the exhibited DCP, there are clear financial risks facing Council if it finds itself
having to provide infrastructure ahead of substantial development in Precinct 15. It
can manage this risk by:

Applying ‘present value discounting’ method with a suitable discount rate
reflecting the uncertainty of development timing and/or

Applying a year on year development release schedule to Precinct 15 linked to
the staged delivery of the planned infrastructure projects. In this situation, a
proponent wishing to run ahead of the scheduled timing of their development
would be required to financially compensate Council for having to bring forward
the delivery of the requisite infrastructure projects.

54. Application of both methods is preferred if cash flow risk for Council is to be fully
mitigated.

fz SGS EVIDENCE OF MARCUS SPILLER: HOBSONS BAY AM C88 - DCP & AFFORDABLE HOUSING ISSUES 6
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2.3

55.

56.

57.

58.

59.

60.

61.

2.4

62.

63.

64.

65.

66.

Lack of certainty in open space contributions

Acquisition of land for open space under the exhibited Amendment will not occur
under the provisions of the DCP. Rather, in the exhibited amendment, Clause 52.01
in the Planning Scheme will be amended to require a 9.2% contribution of land or the
equivalent cash value as subdivision proceeds?.

However, some open space enhancement (as distinct from land acquisition) projects
will be funded under the DCP.

Broadly speaking this is a sound approach. Nevertheless, it carries risks which
require mitigation through appropriate provisions in the DCP, in the development
plan or other relevant statutory documents.

Clause 52.01 sets the rate of open space contribution that may be required under the
Subdivision Act. It is an ‘inclusionary requirement’ or ‘required standard of
development’ rather than a user pays contribution as per the DCP provisions of the
Planning and Environment Act (see further discussion below).

In my understanding, the Subdivision Act enables the receiving authority to treat the
whole municipality as a single planning unit for the purpose of open space
contributions. That is, in contrast to the DCP provisions of the Planning and
Environment Act, cash contributions collected in one part of the municipality can be
expended on open space projects in another part.

In the case of Precinct 15, there is a risk that cash contributions for open space
generated from Precinct 15 could be diverted to open space projects elsewhere in
the City.

One way of mitigating this risk is to show the specific open space acquisition projects
in Precinct 15 as deliverable items in the DCP, even though their cost will not be
reflected in the DCP calculations per se.

Contributions for off-site infrastructure

| note that under the DCP, development in Precinct 15 is expected to contribute to
only one genuinely off-site project, IN 7C — Intersection works, Blackshaws and
Millers Roads.

A development of some 3,000 dwellings on Precinct 15 may make significant use of a
range of infrastructure items situated off-site, including higher order roads,
community facilities and, potentially, open space. In principle, Precinct 15 should
make contributions towards any such items.

The same principle would apply to discounting the cost of projects incorporated in
the DCP for usage coming from outside Precinct 15.

This issue could be brushed off by invoking the ‘swings and roundabouts’ notion.
This suggests that foregone contributions for off-site infrastructure are compensated
by non-discounting of on-site projects for external use. However, this assumed
balance should be subjected to close scrutiny given the size of the development and
the likelihood, in my view, that the configuration and expanse of Precinct 15 may
mean that the vast bulk of the use of its internal projects will, in fact, come from
internal development.

Meanwhile, the same cannot be said for off-site projects, particularly those higher
order transport, community and open space projects that are intended to serve a
municipal-wide catchment.

EVIDENCE OF MARCUS SPILLER: HOBSONS BAY AM C88 - DCP & AFFORDABLE HOUSING ISSUES

3| note that Council is looking for a change in this provision to 10%.



¢ SGS
[

2.5

67.

68.

69.

70.

2.6

71.

72.

73.

EVIDENCE OF MARCUS SPILLER: HOBSONS BAY AM C88 - DCP & AFFORDABLE HOUSING ISSUES

Risk mitigation - over-collection of contributions

Council should mitigate the risk that development exceeds the quantum anticipated
in the DCP.

If significantly more development occurs, Council may be liable to return
unexpended funds to the then current owners of land from which the DCP levies
were generated.

In my view, Council should be able to retain these funds for ongoing development of
infrastructure in Precinct 15 and elsewhere as reasonable compensation for taking
on the risk of committing to a long-term infrastructure plan in the DCP. After all, as
noted in the briefing documents, if development undershoots the targets set out in
the exhibited DCP, there is no compensation for Council’s shortfall in receipts even
though it may still be committed to delivering the same portfolio of projects.

Suitable wording should be included in the DCP signalling that Council will retain
unexpended funds for infrastructure purposes in the City.

Risk mitigation - warranted project modifications

There is a reasonable possibility that Council will need to modify the design and
specification for various infrastructure projects cited in the DCP to reflect new
technologies and changing needs.

It is important that Council has the flexibility to make these adjustments without
exposing itself to the risk of technical failure to deliver projects as specified in the
DCP. Such technical failure could mean that, at the expiry of the DCP, Council will be
required to return funds for the projects in question.

Suitable wording should be included in the DCP signalling that Council will reserve the
right to modify and further develop the planned infrastructure projects to meet
contemporary needs.
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75.

76.

77.

78.

3.2

79.

80.

3.3

81.
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Background

The Comprehensive Development Plan (CDP) introduced as part of Am C88 includes a
requirement that 5% of housing developed in Precinct 15 should be transferred as
‘affordable housing’.

| presume that this affordable housing is defined as per Council’s adopted Housing
Policy (2016), that is “market and non-market affordable housing that is occupied by
households in the lower 40 per cent of the income distribution scale including key
workers”.

In agreeing to exhibit the amendment, Council reserved its right to argue for 10%
affordable housing on Precinct 15, in line with its Housing Policy (2016).

Few submitters commented on the affordable housing issue. A landholder in the
Precinct noted that the achievability of an affordable housing requirement needed to
be considered in the context of DCP requirements and the overall viability of
development.

In my opinion, a requirement in Am C88 to provide affordable housing in return for
rezoning is justified on the planning principle of ‘value sharing’. This principle is
embedded in the policy directions set out in Plan Melbourne and the State
Government’s Homes for Victorians policy package, both of which sanction capture
of a portion of value uplift associated with rezonings and development approvals for
the provision of affordable housing.

Identified issues

| have identified the following affordable housing issues with the exhibited
amendment

Affordable housing is not defined clearly enough to support statutory
implementation

Provision for 5% affordable housing is insufficient, and it falls below Council’s
target, and

A mechanism by which the affordable housing requirement is efficiently and
equitably applied across all development in the Precinct is not provided,
creating uncertainty and potential for litigation.

Before going to these issues, | will elaborate on the planning principle of value
sharing as this provides the conceptual scaffold for the opinions and
recommendations | express in the following evidence.

Providing affordable housing through value sharing

Any requirements for the provision of affordable housing contributions as part of the
planning scheme amendment to enable the redevelopment of Precinct 15 ought not
be confused with cash or in-kind transfers made under the Development
Contribution Plan (DCP) provisions of the Planning and Environment Act 1987. |
discuss these various distinctions in the following paragraphs.
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DCP payments

82.

DCP payments are justified by the user pays principle. This requires proponents to
contribute cash or in-kind towards infrastructure benefitting their project, with the
contributions linked to the proportion of usage of the infrastructure items in
question. A nexus between the development and an infrastructure item is
established when residents, workers or visitors of the development make use of the
planned facility, and fair cost apportionment is established by aligning share of cost
with share of usage. Funds collected must be used for the delivery of the planned
infrastructure or they must be returned to the current owners of the land which
generated the user pays revenues. This is the accountability principle which
underpins the DCP provisions.

The ‘value sharing’ premise of affordable housing provisions

83.

84.

85.

86.

87.

88.

‘Development contributions’ required on the basis of value sharing are separate
from, and additive to, warranted DCP payments. They are subject to different tests of
reasonableness.

Regulation of land use and development through planning schemes in Victoria
represents a form of restriction on market access necessitated by the objective of
economic efficiency. The State deliberately and systematically rations access to
‘development rights’ via planning regulations. Governments and communities
sanction this rationing because it is expected to generate a net community benefit
(that is, an efficiency or welfare gain) compared to allowing urban development to
proceed on a ‘laissez faire’ basis.

The value of regulated development rights is capitalized into the price of the land in
question. For example, other things equal, a piece of land which is enabled for use as
a major shopping centre will be more valuable than land without this privileged
access to retail centre development rights. Similarly, land enabled for a multi-storey
apartment building will be worth more than otherwise equivalent land designated for
a single household dwelling, and so on. And land zoned for mixed use residential (as
would be the case with Precinct 15) will be more valuable than land designated for
industrial uses (as is presently the case with Precinct 15).

The affordable housing obligation proposed in Am C88 represents due consideration
for the granting of access to development opportunities. This obligation is
tantamount to a licence fee, albeit delivered in kind.

As mentioned, in its housing affordability strategy released earlier this year, and in
Plan Melbourne, the State Government sanctioned capture of part of the uplift in
value in rezonings for the provision of affordable housing®.

Moreover, at the Government’s direction, a value sharing expectation has been
explicitly factored into the Melbourne Planning Scheme with the approval of Am
C270 (see Figure 4).

4 http://www.vic.gov.au/affordablehousing.html
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FIGURE 4 VALUE SHARING AND AFFORDABLE HOUSING PROVISION — AM C270 MELBOURNE

An example of value sharing is provided by AmC270 to the Melbourne Planning Scheme. Through this
amendment, the Victorian State Government has explicitly sanctioned value sharing linked to the
granting of additional development rights to proponents of high rise developments in the Capital City
Zone. The amendment provides new built form provisions and specifies a value sharing scheme for the
Melbourne Capital City Zone. This provides for the delivery of public benefits (such as affordable
housing provision) based on floor area uplift. Clause 22.03 of the Scheme sets out how ‘Floor Area
Uplift and Delivery of Public Benefit’ mechanism is to operate (see schematic below).

Thus, value sharing schemes can be enacted when a higher value is achieved through rezoning (as in
the case of Precinct 15) or permission to expand floor area ratios through the granting of additional
development potential. An agreed portion of the gains in value resulting from such actions can be used
for a range of public benefits such as additional or better quality open space (over and above standard
open space contributions), specific strategic uses, public realm improvements or, as is the case for
Precinct 15, affordable housing.

FLOOR AREA
UPLIFT 5
WITH VALUE .
SHARING

REASONABLE

Impact mitigation and inclusionary provisions

89. In my opinion, the value sharing premise for an affordable housing requirement in
Precinct 15 as part of a planning scheme amendment is also separate from (and
potentially additive to) two further circumstances where a proponent may be
legitimately required to provide cash or in-kind contributions as part of a
development approval process. These additional circumstances relate to (1) impact
mitigation and (2) inclusionary standards.

90. A proponent may be legitimately required to make compensatory payments or off-
setting contributions to mitigate the unanticipated adverse effects of their project on
the natural, built or social environment. For example, if a development incorporates
significantly more site coverage and would therefore result in stormwater runoff that
exceeds the parameters which had been built into an area wide contribution scheme
(DCP) for drainage, that particular proponent may reasonably be requested to meet
100 per cent of the cost of, say, an off-site retarding basin or tank to manage the
additional flows. This requirement is premised on the ‘exacerbater pays’ principle
where the party responsible for the damage must meet the full cost of making it
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91.

92.

93.

94.

good (even though others may subsequently benefit from the off-site retention
facility). This is clearly distinct from the ‘user pays’ principle where, as | explained
earlier, costs are shared according to projected share of usage.

For their part, inclusionary provisions are premised on minimum acceptable
standards of development with the proponent having the option to fulfil the required
performance standard off-site through a cash or in-kind contribution. Cash-in-lieu
schemes have been operated for the fulfilment of car parking requirements for
decades and are now formalised in the Victorian Planning Provisions (VPP). Cash
payments in lieu of provision of 5 per cent (or more) of land for public open space
upon approval of subdivision is another example of the ‘inclusionary standards’
premise for requiring cash or in-kind contributions from a development proponent.
Again, this premise is quite different to the other rationales for requiring cash or in-
kind contributions (user pays, value sharing and impact mitigation) and could
reasonably be applied in addition to all three of these other measures.

Inclusionary requirements for affordable housing could potentially be applied in
Precinct 15 in tandem with a value sharing scheme?>. However, the pathway to
implementation is less clear with the VPPs currently missing an explicit enabling
mechanism for such a requirement.

Figure 5 summarises the complete range of situations where development
contributions can reasonably be required of proponents. Note, again, that each of
the cited frames is additive and mutually exclusive.

An affordable housing requirement in Precinct 15, effected as part of the rezoning
provisions for this land as discussed here, falls into the ‘value sharing’ frame.
Accordingly, it needs to be addressed within the tests of reasonableness which are
relevant to that frame only. The key test is that the contribution requirement must
be reasonable bearing in mind the value of the development enabled by the
rezoning.

FIGURE 5.FRAMES FOR DEVELOPMENT CONTRIBUTIONS

USER PAYS CONTRIBUTIONS FOR
OFF-SITE INFRASTRUCTURE

l

APPORTIONMENT PRINCIPLE
Proponents pay according to share
of usage of planned infrastructure

v

EXAMPLE
DCP levies

IMPACT MITIGATION

i

APPORTIONMENT PRINCIPLE
Proponents are responsible for
100% of the cost of making good
unanticipated off-site effects,
including infrastructure impacts

v

EXAMPLE
Make good conditions on
development approvals

VALUE SHARING

l

APPORTIONMENT PRINCIPLE
Proponents are required to share
part of the uplift in land value
occasioned by re-zoning or
granting of a development

v

EXAMPLE
The Growth Area Infrastructure
Charge
Am C270 Melbourne Planning
Scheme
Conditions for value sharing builit
into Planning Scheme
amendments to enable particular
developments

INCLUSIONARY REQUIREMENTS /
DEVELOPMENT STANDARDS

l

APPORTIONMENT PRINCIPLE
Proponents must meet certain
development standards on site or
pay for these to be satisfied off-
site

v

EXAMPLE
Parking requirements and cash in
lieu schemes
Open space requirements and
cash in lieu schemes
(Prospectively) affordable housing
requirements

> See http://www.sgsep.com.au/assets/Occasional-Paper-Revisiting-the-economics-of-Inclusionary-Zoning-April-2015.pdf

& Planning
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95.

3.4

96.

97.

98.

99.

100.

3.5

101.

102.

| now turn to the three issues cited at paragraph 79.

Operational definition of affordable housing

As noted, Hobsons Bay City Council’s Affordable Housing Policy Statement (2016)
defines affordable housing as...

“Market and non-market affordable housing that is occupied by households
in the lower 40 per cent of the income distribution scale including key
workers”.

It goes on to explain that affordable housing can comprise:
Affordable market housing (private housing)

Private home ownership where the purchaser’s mortgage costs do not exceed 30
per cent of the gross income of the occupant.

Rental housing that is owned and managed by private individuals or corporations
where rent does not exceed 30 per cent of the gross income of the household.

Non-market housing (social housing)
Rental housing that is owned and managed by the Director of Housing.

Rental housing that is owned and managed by a not for profit housing
organisation.

As the Precinct 15 affordable housing requirement would operate within the confines
of the Planning and Environment Act, | would recommend that the operational
definition of affordable housing for the purposes of Am C88 be the same as that
applied in Am C270 to the Melbourne Planning Scheme, that is:

“A dwelling unit or units whose title is transferred to a not-for-profit
registered housing association or provider”

This definition is simple and clear in terms of statutory implementation. The
proponent’s obligations are unambiguous.

Moreover, transfer of dwellings to a registered Housing Association can be
reconciled with Council’s wider perspective on housing affordability in so far as the
Housing Association could potentially deploy some of the assets in question for key
worker housing and shared equity ownership schemes, though this would be subject
to supervision by the State’s sector regulator.

Five percent affordable housing requirement is too low

SGS is regularly asked to advise on appropriate affordable housing targets
for particular areas, municipalities and regions. Invariably, our advice is that at least
10% of all housing should be social housing or other non-market housing. This is
based on census data on households exhibiting various levels of severity in unmet
housing needs, ranging from outright homelessness to moderate income households
in rental stress.

For each category of household in need, SGS makes an assumption about
the percentage of enumerated households that should be factored into an overall
affordable housing requirement target. For example, 100% of homeless households
sleeping rough or in supported accommodation are assumed, by SGS, to be in need
of permanent affordable housing, whereas 85% of low income households in rental
stress are factored into the target. This adjustment reflects the possibility that some
of these lower income households may be in transitional need, or have other
options. Such adjustments make for a conservative overall target; that is, the
percentage target is lower than it otherwise might be.
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103. Using this method, SGS has estimated that the minimum affordable housing
stock permanently required in all regions of Australia should be no less than 10 per
cent. This national figure, the calculation of which is explained in Table 1 using 2011
Census data, is the minimum total affordable housing required as a proportion of all
households including those already in social housing. As mentioned, this number is
established by determining the overall need as a percentage of all households, and
adopting a minimum percentage target (between 85 — 100 per cent) to realistically
prioritise dwelling delivery.

104. Given the difficulty for the Australian Bureau of Statistic’s national Census in
reaching vulnerable cohorts such as those experiencing housing crisis, the identified
minimum affordable housing stock requirement (rounded down to 10 per cent) is
likely to be a conservative one that does not fully account for the true extent of need.

105. It is noteworthy that the minimum permanent affordable housing stock
requirement in Victoria, calculated on this method, is almost the same as the
national figure in percentage terms (see Table 3)

106. The question arises as to why a national figure should be applied to a
municipality such as Hobsons Bay and to a local area such as Precinct 15? Our logic is
as follows:

Planning for affordable housing provision in a large regeneration area like
Precinct 15 should take a long-term view — 50 years plus.

Over this time frame, the current differentiators of the Hobsons Bay housing
market and demography will change many times over; in other words, there is
little point in estimating the permanent need for affordable housing on Precinct
15 based on current conditions.

Planning for affordable housing in Precinct 15 should allow for the best available
estimate of the average propensity of a household to be in affordable housing
need.

The national statistics on housing need provide this measure of average
propensity to be in housing need.

TABLE 2 PERCENTAGE REQUIREMENT FOR PERMANENT AFFORDABLE RENTAL HOUSING IN AUSTRALIA
Homeless "IOI..ISEholdS - Improvised dwellings, 6,813 01% 100% 6,813 0.1%
tents or sleeping out (2011)
Homeless households - Supported homeless
accom.modation, staying with oth'er households, 37,855 0.5% 90% 34,070 0.4%
boarding houses, temporary lodging, severly
crowded dwellings (2011)
AMargm‘aI househlolds-other crowded dwellings, 30,132 0.4% 85% 25,612 0.3%
improvised dwellings, caravan parks (2011)
Low income in severe rental stress 171,797 2.1% 85% 146,027 1.8%
Low income in rental stress 329,833 4.0% 85% 280,358 3.4%
Households in existing social housing 422,481 5.1% 90% 380,233 4.6%
Total 10.47%
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TABLE 3 PERCENTAGE REQUIREMENT FOR PERMANENT AFFORDABLE RENTAL HOUSING IN VICTORIA

Homeless households - Improvised dwellings,
tents or sleeping out (2011)

1,092 0.1% 100% 1,092 0.1%

Homeless households - Supported homeless
accommodation, staying with other households,
boarding houses, temporary lodging, severly
crowded dwellings (2011)

8,532 0.4% 90% 7,679 0.4%

Marginal households - other crowded dwellings,

6,534 0.3% 85% 5,554 0.3%
improvised dwellings, caravan parks (2011) ° ° °
Low income in severe rental stress 62,977 3.1% 85% 53,530 2.6%
Low income in rental stress 86,326 4.2% 85% 73,377 3.6%
Households in existing social housing 80,705 4.0% 90% 72,635 3.6%

Total

10.53%

107.

108.

109.

110.

111.

112.

113.

114.

115.

The Precinct is expected to comprise 3,000 new residential dwellings. Based

on the 10% target, there is a requirement for 300 permanently affordable dwellings
to be provided within the Precinct 15 development land.

Based on the value sharing principle, the transfer of up to 300 dwellings (or

the equivalent value) by Precinct 15 developers to registered housing providers at
zero consideration is warranted.

The median market price of a 2 bedroom apartment in Altona North is

$525,000 (November 2017) according to realestate.com.au. The total cost of such an
affordable housing obligation is therefore estimated at $157.5 million.

Based on provisional valuation rates for the land under its current
development rights versus those under its rezoned status, | conclude that this
contribution is achievable and reasonable in Precinct 15.

Application of the value sharing principle as part of rezonings or
development approvals is widely practiced in NSW via what are known as Voluntary
Planning Agreements (VPAs). In my experience, VPAs typically allow for a value
capture rate of 50%.

The change of use fee applied in the ACT to capture a share of value uplift

from rezonings and development approvals is calibrated to 75% of the increase in

residual land value.

The value capture rate for additional development enabled above the floor
area ratio of 18:1 in Am C270 to the Melbourne Planning Scheme is approximately
80%.

| have proceeded on the basis that a 50% value sharing rate is appropriate
for Precinct 15.

By referring to the Valuer General’s ‘Guide to Property Values in Victoria’
(2016)® | have made a broad-brush estimate of the value uplift associated with Am
C88 and compared this to the estimated cost of a 300 unit affordable housing
requirement. This is shown in Table 4. On this basis, the affordable housing
requirement would represent about a quarter of the value uplift.

6 Valuer-General Victoria (2016) A Guide to Property Values, Annual data and analysis from the Valuer General Victoria
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TABLE 4 ESTIMATE OF VALUE UPLIFT BASED ON VALUER GENERAL 2016 REPORT

A Netdevelopable area (res/mixed) ha 51.37

B Net developable area (industrial) ha 60.69

C Value per sq m res dev site (VG 2016) $1,546.72
D Value per sqg m englobo industrial (VG 2016) $156.14

E Value of site current zoning (2016) $94,761,366
F Value of site new zoning (gross) 2016 $794,550,064
G Proposed development contributions under amC88 $53,000,000
H Netvalue of site - new zoning (2016) $741,550,064
| Value uplift attributable to new zoning (H-E) 2016 $646,788,698
J Value of affordable housing requirement (300 units) $157,500,000
K Value of affordable housing requirement as % of uplift 24%

116. Maddocks instructed EY, on behalf of Hobsons Bay City Council, to make a
more targeted assessment of land values in Precinct 15, based on current and
proposed zonings.

117. Using the EY estimates (which may be found at Appendix B), | have made a

further assessment of the scale of value uplift associated with Am C88, as shown in
Table 5. Using these numbers, the affordable housing requirement for 300 dwellings
would represent between 40% and 44% of the value uplift.

TABLES VALUE UPLIFT BASED ON EY ESTIMATES

Lower bound estimate Higher bound estimate
Industrial New zoning Industrial New zoning
Value per square metre $300 $900 $350 $1,000
Area (sq m) 600,000 600,000 600,000 600,000
Value $180,000,000  $540,000,000 $210,000,000 $600,000,000
Difference $360,000,000 $390,000,000
Valut.e of affordable ho.usmg $157.500,000 $157,500,000
requirement at 300 units
Affordable.housmg requirement 44% 40%
as % of uplift
118. Bearing in mind that some of the land in Precinct 15 may have traded at

rates higher than those warranted by current zoning in anticipation of a zoning
change, some commentary on the impact of the affordable housing requirement on
the viability of development is in order.

119. | have not made a particular study of land holders in Precinct 15 and their
intentions and expectations. Such a study would be difficult in any case. However, in
principle, land holders are likely to fall into one three categories:

‘original” owners of the industrial land, with no development aspirations
themselves, but looking to sell their property to a developer in due course
Investors or land traders who are not intending to develop in their own right but
rather to generate an appropriate return by; acquiring property at a pre-
rezoning rate; shepherding it through the planning scheme amendment process
and then selling to a developer, and

developers who have purchased the land recognising that it is ‘due’ to be
rezoned and are looking to feed the property in question into their production
pipeline.

120. | make the following high-level observations about the impact of the
affordable housing requirement on these various parties.

121. The first group could sustain a reduction of up to 50% in the value uplift they
might have otherwise expected. Nevertheless, they will continue to enjoy a
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substantial uplift and this, | would expect, would continue to motivate them to
release their land to a developer if the opportunity arose.

122. Depending on their due diligence, the second group may also suffer a loss of
value versus expectation. This, in itself, is not problematic so long as the land traders
ultimately release their properties to developers. Rational behaviour would suggest
they would absorb losses and move on.

123. In my opinion, it is not the role of planning system to make good or
underwrite the speculative dealings of such market agents. As | have noted, the
conditions surrounding the ultimate form of Am C88 should be directed at achieving
a net community benefit.

124. With respect to the third group — developers — the impact of the affordable
housing requirement will depend, again, on their due diligence. If they have made
their acquisitions relatively recently, they will have been aware of Council’s policy
targeting 10% affordable housing and, | would expect, will have made due provision
in their development equation.

3.6 Efficient and equitable implementation of affordable housing
contributions across the Precinct

125. For the sake of simplicity, | have assumed that share of value uplift across
the precinct is broadly commensurate with share of future development capacity in
the precinct, measured by share of ‘build out’ floorspace. Greater precision in this
equation could be achieved by weighting floor area by use-specific residual land
values (expressed on a per square metre basis). However, this may not make a
substantial difference in terms of affordable housing liability by property and would
introduce more complexity in the implementation process.

126. Total planned floor area in Precinct 15, as estimated by the VPA for the
purposes of the DCP, is shown in Table 3. Assuming an average floor area of 80 m?
per residential apartment, total anticipated floor area in the Precinct is as follows:

Dwellings 3,000 240,000 m?
Retail 5,500 m?
Commercial 33,000 mZ.
127. As noted, based on the 10% affordable housing requirement, Precinct 15

should generate 300 affordable housing units for transfer to registered providers.

128. Within the value sharing frame, the cost of providing these 300 dwellings,
nominally priced at $525,000 per unit, needs to be borne by all commercially
marketed floor area in the Precinct, including all non-residential uses. After netting
out the 300 transferred dwellings, this pool of floor area comprises:

Dwellings 2,700 216,000 m?
Retail 5,500 m?
Commercial 33,000 m=.
Total 254,500 m2.
129. Thus, total commercially marketed development of 254,500 m? is required

to generate 300 affordable housing units. This translates to 0.118 affordable housing
units for each 100 m? of commercially marketed floor area of whatever type.

130. This ratio can be applied at the time when individual proponents come
forward for the development of their land. Two hypothetical cases follow to illustrate
the practical application of this formula.
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Case 1

Development proposal 50 commercially marketed dwellings

Total commercially marketed floor area 4,000 m?

Affordable housing liability (units) (4,000 m? /100) x 0.118 = 4.72 dwellings

Discharge of affordable housing obligation Option 1 Transfer of 4 units plus 0.72 x
$525,000 in cash ($378,000)
Option 2 Pay 4.72 x $525,000 in cash
($2.478 million)
Option 3 Any combination of transferred

units, land and cash to the value of $2.478 million

Case 2

Development proposal 100 commercially marketed dwellings plus 3,000 m2 of retail
floor area

Total commercially marketed floor area 11,000 m?

Affordable housing liability (units) (11,000 m?/100) x 0.118 = 12.98 dwellings

Discharge of affordable housing obligation Option 1 Transfer of 12 units plus 0.98 x
$525,000 in cash ($514,500)
Option 2 Pay 12.98 x $525,000 in cash
($6.815 million)
Option 3 Any combination of transferred
units, land and cash to the value of $6.815 million

131. | expect that this mechanism for establishing and enforcing the affordable

housing liability of development proponents in Precinct 15 could be set out in the
CDP. This would prescribe how the amount of affordable housing to be provided by
individual developers will be calculated (as explained above).

132. The CDP could also describe how the dwelling units and/or cash and/or land
generated by this requirement will be assigned to permanent affordable housing
provision in Precinct 15 via the proposed Hobsons Bay Affordable Housing Trust or
similar process.

133. Dwellings, land and cash generated via the Precinct 15 affordable housing
requirements could be vested in the Housing Trust in the first instance. Note that
these assets would be transferred by development proponents to the Trust at zero
consideration, that is, they would be transferred for free.

134. These assets could then be deployed via contracted Registered Housing
Associations for the permanent delivery of affordable housing within the terms of the
Trust’s overarching charter.

135. Once in receipt of assets allocated by the Hobsons Bay Housing Trust,
relevant Housing Associations would provide all required tenancy support and asset
management services. Developers would have no ongoing obligations once they have
transferred the required units or made their cash in lieu payments.

136. Under the normal supervision of the State Government Housing Registrar,
the funds and dwellings collected through the Scheme would be used as permanent
affordable housing, allocated according to transparent, fair and prudent asset
management policies.
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137. Should the Council not proceed with the Hobsons Bay Housing Trust,
implementation of the value sharing affordable housing arrangements in Precinct 15
can proceed by way of one of two means:

Purchase of Trust services from an existing similar facility. Other Councils, for
example, Port Phillip Council, have established Trusts for the holding and
deployment of affordable housing funds and assets generated through the
planning system. Hobsons Bay City Council could arrange for an existing Trust to
perform these services on its behalf for a suitable emolument.

Directing applicants to pre-approved Housing Associations and Providers.
Community housing providers would be screened and pre-approved by Council
for the purpose of delivering affordable housing in Precinct 15. As part of the
planning permit process, proponents would be required to show evidence to
Council that they have entered into legally binding agreements to transfer the
mandated assets or cash to a nominated provider.
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APPENDIX A: PLANNING PANELS
VICTORIA EXPERT WITNESS
DECLARATION

a) The name and address of the expert
Marcus Luigi Spiller

SGS Economics & Planning Pty Ltd

Level 14, 222 Exhibition Street

Melbourne

b) The expert's qualifications and experience

PhD (Global Studies, Social Science and Planning), RMIT University, Melbourne, 2009
Master of Commerce (Economics), University of Melbourne, 1986

Bachelor of Town and Regional Planning, University of Melbourne, 1978

Dr Spiller is a founding partner at SGS. He has extensive experience in public policy analysis as
an urban economist and planner. Marcus specialises in providing high level advice on
metropolitan strategic planning, housing policy, infrastructure funding and the links between
urban structure and regional economic performance.

Marcus is a past National President of the Planning Institute of Australia and a former Board
member at VicUrban (now called Development Victoria). He has served on the
Commonwealth Government’s Housing Supply Council and the equivalent body set up by the
NSW Government. Marcus has been appointed an Adjunct Professor in the School of Global,
Urban and Social Studies at RMIT University and an Adjunct Professor in the Faculty of Built
Environment at UNSW. He is also an Associate Professor at the University of Melbourne.

c) The expert's area of expertise to make the report

Marcus is a leading adviser in urban infrastructure policy, including funding mechanisms. He
has been involved in the formation of development contributions legislation in most
Australian jurisdictions, though he does not necessarily endorse all recent initiatives in this
area. He argues for a clear separation of user charges, betterment levies, impact mitigation
payments and inclusionary zoning provisions in planning legislation.

Over the past couple of years, he has assisted more than a dozen Councils in Victoria with the
preparation of development contributions policies and plans. He prepared and presented
expert evidence in respect of Moreland’s recently approved municipality wide DCP. Marcus
has had several articles on infrastructure funding published in professional journals circulating
at the national and state levels.

Marcus is the co-editor of an internationally published book on infrastructure funding and
management. (Wellman, K., and Spiller, M. (2012) Urban Infrastructure: Finance and
Management, Wiley).
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Marcus is also a widely quoted expert on the role of the planning system in generating
contributions towards affordable housing. His list of publications includes:

Spiller, M. and Anderson-Oliver, M. (2015) Revisiting the economics of inclusionary zoning,
Paper presented to the Australian Housing Researchers Conference, Hobart, February 2015

He has consulted extensively on how affordable housing contributions can be efficiently and
equitably effected via development approval processes. Clients have included IMAP, the NSW
Government and most recently, Hobsons Bay City Council.

d) Other significant contributors to the report and where necessary outlining their expertise

Mr Armando Mazzei prepared the DCP calculations cited in this evidence statement. He
performed these calculations under my supervision.

Mr Mazzei is expert at operating SGS’s DCP model.

e) Instructions that define the scope of the report
My instructions in this matter, provided in writing by Maddocks, were to:

Familiarise myself with the history of the Precinct 15 rezoning proposal

Review the DCP prepared by the VPA for Precinct 15,

Consider relevant submissions made in respect of the DCP during the exhibition of
Am C88

Provide my opinion on how this DCP could be improved, if at all, and

Provide my opinion regarding the preferred method by which affordable housing
might be delivered through the Am C88.

f)  The identity of the person who carried out any tests or experiments upon which the
expert relied in making this report and the qualifications of that person

Mr Armando Mazzei (see above)

g) The facts, matters and all assumptions upon which the report proceeds

All these matters are detailed in my evidence statement.

h) Reference to those documents and other materials the expert has been instructed to
consider or take into account in preparing the report, and the literature or other material
used in making the report

All these matters are detailed in my evidence statement.

i)  Provisional opinions that have not been fully researched for any reason (identifying the
reason why such opinions have not been or cannot be fully researched)

These matters are detailed in my evidence statement.

j) Questions falling outside the expert's expertise and also a statement indicating whether
the report is incomplete or inaccurate in any respect

These matters are detailed in my evidence statement.
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| have made all the inquiries that | believe are desirable and appropriate and no matters of
significance which | regard as relevant have to my knowledge been withheld from the Panel.

Name Dr Marcus Spiller

Date November 13, 2017
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APPENDIX B: EY REPORT
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Ernst & Young Tel: +61 3 9288 8000
8 Exhibition Street Fax: +61 3 8650 7777

Melbourne VIC 3000 Australia ey.com/au
GPO Box 67 Melbourne VIC 3001

Building a better
working world

Hobsons Bay City Council 13 November 2017
c/o Sarah Day

Associate

Maddocks

727 Collins Street

MELBOURNE VIC 3008

Provision of Professional Services — Expert Witness Report — Planning
Scheme Amendment C88

Dear Sarah,

Maddocks on behalf of Hobsons Bay City Council have requested that Ernst & Young (“EY”) prepare
comments and level of values relating to land within the Planning Scheme Amendment C88 for an
upcoming Panel Hearing, as per the engagement letter (refer to Appendix A) dated 8 November 2017.

As per our engagement letter, EY have provided an estimate of value only, made on the following basis:

» The generic value of the developable land (say 60 hectares if sold in say 20 to 30 hectare parcels)
covered by Amendment C88, calculated on a residual land value basis assuming the land can only be
used for the purposes set out under the current zoning of the land, being englobo industrial
development land. Under this scenario we have assumed that the land will be industrial for perpetuity.
Therefore a hypothetical purchaser will not factor any speculative value in the chance that the site will
be rezoned to an alternate zoning such as mixed use or residential.

» The generic value of the developable land covered by Amendment C88, calculated on a residual land
value basis assuming the higher value mix of uses made possible by the proposed planning controls
under the amendment, being principally residential land (same 60 hectares).

» The value of land is a function of its location, zoning, use and return etc. For industrial or farming land
that has rezoning potential to residential the value increases by in the order of 10 to 15% pa. We note
that a number of sales have occurred in recent years in the area covered by C88. The rates achieved
reflect a speculative component.

Introduction

Background

The area located within the Planning Scheme Amendment C88 applies to the land generally bounded by
the West Gate Freeway, New Street, Blackshaws Road and Kyle Road in Altona North and South
Kingsville.

The area has traditionally been part of an industrial estate that has been identified by the Hobsons Bay
Council as a strategic rezoning opportunity and considers the land suitable for a residential development
with integrated mixed use components, including provision for local shops, services, parks and offices.
The residential development is intended to be predominantly low rise at the edges of the site, with
opportunities for midrise apartments and mixed use buildings in suitable locations within the site and on a
short stretch of Blackshaws Road.

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
ACN 004 860 860
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Market Commentary

Englobo Industrial Sales Evidence

In undertaking our assessment, we have taken into consideration sales transactions of comparable
industrial englobo parcels which have sold throughout Metropolitan Melbourne and greater Victoria.
There are no directly comparable sales to the subject area due to the sheer size of the site in an inner to
middle city location. We have considered a mix of improved and vacant land sales. A summary of the
sales relied upon has been provided in the table below:

Industrial Sales Evidence
Source: EY, 2017

Address Sale Price Sale Date Land Area Zoning Reflects $/sqm
(exc. GST) (sqm) of Land Area

241 Salmon Street, Port Melbourne $122,330,000 Aug-16 320,600sqm IN1Z $382/sqm

210?;:?48 Kororoit Creek Road, Altona $40,000,000 Jun-16 372,000sqm Suz4 $107/sqm

Lot 1 Thompsons Road, Keilor Park $16,500,000 Oct-15 60,562sqm IN1Z $272/sqm

63-83 Fitzgerald Road, Laverton North, Approximately Jun-15 241,678sqm IND2Z $414/sqm

VIC $100,000,000

78-118 Cherry Land & 3 James Street, $35,500,000 May-15 238,070sqm IN2Z $149/sqm

Laverton North, VIC

72-76 Cherry Lane, Laverton North, VIC $29,000,000 Feb-15 98,000sgm IN2Z $296/sqm

315 Cooper Street, Epping (Melbourne $77,400,000 Jun-14 156,000sgm PD1Z $496/sqm

Markets)

254-294 Wellington Road, Mulgrave $62,000,000 Dec-13 144,000sqm SUZ6 $430/sqm

The sales evidence indicates values between $107 and $496 per square metre for industrial sites.

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
ACN 004 860 860
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In undertaking our assessment, we have taken into consideration sales transactions of comparable
residential englobo parcels. The sales evidence is detailed in summary below. Due to the scarcity of
comparable development site sales within the immediate Altona North area, we have had regard to sales

sites across broader metropolitan Melbourne.

Residential Sales Evidence
Source: EY, 2017

Reflects $/sqm of

Address Sale Price (excl. GST) Sale Date Land Area (sqm) Zoning L] Ay
125 Beachley Street, Braybrook $62,000,000 Mar-17 115,000 sqm GRz $539 / sgqm
125 Ashley Street, Braybrook $35,100,000 Mar-17 44,400 sqm GRz $791/sgm
Beachley Street, Braybrook $62,000,000 Mar-17 115,000 sqm GRz $539 / sgqm
341-383 Francis Street, Yarraville €.$172,000,000 Nov-16 237,900 sqm GRz $723 / sqm
82-96 Hampstead Road, Maidstone $41,500,000 May-16 41,111 sqm MUz $1,009/ sgm
11-19 Whitehall Street, Footscray $18,000,000 Dec-15 13,814 sgm ACZ1 $1,303/sgm
9 & 9A Sutton Street, South Kingsville $20,000,000 Dec-15 20,200 sqm IND $990/ sgqm
43-57 Buckley Street, Seddon $20,900,000 Aug-15 14,410 sqm ACZ1 $1,450 / sgm
Pentridge Boulevard, Coburg ¢.$27,000,000 Apr-15 412,700 sqm ACZ1 $654 / sqm
124-188 Ballarat Road, Footscray $60,000,000 Jun-14 33,460 sqm MUz $1,793 / sgm
78 Middleborough Road, Burwood $65,000,000 (42 month May-14 204,900 sqm GRZ /C1z $317 / sgm
settlement) $264 / sqm (CE)
$54,000,000 (Cash $332 / sqm (CE
Equivalent) remediated)
Plus Remediation
$68,000,000
626 Heidelberg Road, Alphington ¢.$76,000,000 Jun-13 164,600 sqm MUz $461 / sqm

The sales evidence indicates values between $332 and $1,793 per square metre for residential sales.

Value Uplift / De-risking Sites

» The level of risk applicable to a redevelopment project is reflected in the discount rate applied to the
expected cash flow in deriving value and corresponding on returns earned.

» The level of risk is tied to certainty in development outcomes and derisking the site to achieve the
highest and best use of the site (i.e. planning approvals / removing site constraints / services to the

site / delivery of end product and revenue)

»  Over time the owner/developer works to eliminate these risks to improve the value of the land
(lowering the effective discount rate).
» Interms of land redevelopment, this value creation peaks when individual lots or built form product

are sold to end users.

A member firm of Ernst & Young Global Limited

Liability limited by a scheme approved under Professional Standards Legislation
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Value Uplift and Derisk
Source: EY, 2017

High
Risk / 4 i
. nzon an
Disc. Rate parcels
Land zoned for
highest & best
use
Properties with specific
approvals
Residential
Product under Lots/Developed
Construction / / - product
L Infrastructure
Delivered

High
Low
Property Value
(per unit)

Critical Assumptions

EY have made the following critical assumptions in regards to the land area being rezoned to residential
as covered by Amendment C88:

>

v

vvyyvyy

Our estimate has been prepared as at the date of estimate with regard to the prevailing market
conditions at that date.

We have assumed that the site is cleared, and is fully remediated and not affected by contamination
We have assumed the Subject Property has been rezoned to a “residential” zone as at the date of
valuation, and therefore we have not factored any risk, timeframes or planning costs.

We have not undertaken a residual land value method due to the absence of costings and plans for

the C88 area.
Our estimate assumes that a likely sales scenario of the sites being sold as 3 separate lots of 20

hectares is likely to occur. Smaller lot sales of say 20 hectares would allow a larger prospective buyer
market as opposed to a 60 hectare site sale.

We understand that no DCPs have been finalised for the area, and as such we have not allocated
any infrastructure costings to the estimate of value.

We have assumed no heritage impacts.

We have assumed no affordable housing is required within a proposed redevelopment.

We have assumed no road impost or cost obligations.

We have assumed that the Subject Property is held in an unencumbered freehold title.

Estimate of Value Calculations

In regards to assessment of current industrial zoning, we have had consideration to comparable sales
evidence and adopted a rate per hectare to the proposed land area. We have determined a rate per
square metre of $300 - $350 and applied to the proposed 60 hectare land parcel.

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
ACN 004 860 860



Planning Scheme Amendment C88 | Expert Witness Report Purposes

Hobsons Bay City Council
Page 5

Building a better
working world

In regards to an assessment of the proposed residential zoning, we have had consideration to
comparable sales evidence and adopted a rate per hectare to the proposed land area. We have
determined a rate per square metre of $900 - $1,000 and applied to the proposed 60 hectare land
parcel.

Descrintion Assumed Land Assessed Assessed

P Area (sgm) Range Rate ($ / psm)
Assuming that the land is the 600.000 Low @ $300 / psm
current industrial zoning ' High @ $350 / psm
Assuming that the land is the Low @ $900 / psm
proposed residential zoning 600,000 High @ $1,000/ psm
Conclusion

Our preliminary sense is that a potential “three-fold” increase could be applied to any industrial zoned
land in C88, in order to estimate the likely value of the land should the proposed rezone to residential
occur. As such our assessment of value (excluding GST), as at 13 November 2017, is as follows:

Englobo Industrial Land

Based on an assumed land area of 60 hectares: $300 to $350 per square metre (excl. GST)

Englobo Residential Land

Based on an assumed land area of 60 hectares: $900 to $1,000 per square metre (excl. GST)
Please note our advice does not constitute a formal valuation, and has been provided solely to the party
to whom it is addressed and for no other purpose. Should any of these assumptions adopted in this
report vary or prove incorrect to that adopted, this report should be forwarded to the valuer for comment,
and we strictly reserve the right to review and amend this assessment if necessary.

We thank you for your instructions.

Your sincerely,
Mawann Wdacen

Marcus Willison, FAPI
Certified Practising Valuer
Partner, Ernst & Young

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
ACN 004 860 860
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8 Movember 2017
Hob=ons Bay City Council
/o Sarah Day
Azzociate - Public Law
Maddocks
Collins Sguare, Towar Two
Level 25, 727 Collins Street
Melbourne VIC 3008

Email: sarah.day@maddocks.com.au
Dear Sarah,

Provision of Professional Services — Expert Witness Report — Planning
Scheme Amendment CB8

Thank you for allowing Emst & Young (“we’ or "EY") to provide a proposal to underiake advisory
senvices (fhe *Services”) for Hobson Bay City Council {("vou®, "Client” or "Hobson Bay™) relating to
the estimate of value of land within the Flanning Scheme Amendment C8BE for an upcoming Panel
Hearing.

We appreciate the opportunity 1o assist you and look forward to working with vou.

The attached Statement of Work describes the scope of the Services, aur fees for the Services,
and any additional arrangements. The Services will be subject to the ferms and condifions of this
lettar, iogether with its attachments. including the General Terms and Conditions, tha applicabla
Statement of Wark and any other Appendices [teqether, this “Agrasmeant”).

Please sign this lefter in the space provided below to indicate your agreement with these
arrangaments and refum it to myself ai your earliest convenience, If you have any questions about
any of these materials, please do not hesitate to contact myself so that we can address any ssues
wou identify before we Degin to provide the Services.

Yours sincerely,
ANawens Wkaacin

Marcus YWillison
Partnar, Raal Estate Advisory Servicas

Liakadity limited by a scheme approved
urder Professienal Standards Legislation

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
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AGREED BY Hobsons Bay City Council:

By {Authonsed Representative):

TYaddeocte

Signature

Sarah Day

Mame

Enc.

Hobsons Bay City Council
Page 7

8 November 2017

Associale

o Capy of this letter with all appendices for you fo sign and retum

»  Appendix A - Statement of Work

»  Appandix 5 - General Tarms and Conditions

A member firm of Ernst & Young Global Limited

Liability limited by a scheme approved under Professional Standards Legislation

ACN 004 860 860



Planning Scheme Amendment C88 | Expert Witness Report Purposes

Hobsons Bay City Council
Page 8

Building a better
working world

EY

Buil@ng a hetiar
working world

Appendix A - Statement of Work

1 Scope of our Services

We understand that you are seeking the services of a professional real estate advisor to provide
estimate of value on the basis of the following:

1.The generic value of the developable land { say 60 hectares) covered by Amendment G583,
calculated on 8 residual land value basis assuming the land can only be used for the
purposes sat out under the current zoning of the land, beirg englobo industrial
developrment land.

2.The generic value of the developable land coverad by Amendment CEB, calculated on a
residual land value basis assuming the higher value mix of uses made possible by the
proposed new planning controlz under the amendment, being principally reskdential land |
same 60 hectares).

Qur estimate of value will be undertaken utilising the direct comparison method under both the
current zoning and under the proposed new zoning. If plans and costings are available, we can
undertake a residual land valua method.

Upon completion we will provide a written estimate of value report that will detail our sssumptions
and mathadology and indicate our conclusian.

Limitation of our Scope

Subject to owr obligation to conduct our work with reasonable skill and care, wea shall have no
lizblity for any loss or damage. of whatsoever nalure, arising from information material to our work
being withheld or concealed from us or misrepresented to us by the direclors, employees, or
agents of Hobsons Bay or any other person of whom we make enguiries except to the extent that
such loss or damage arises as a result of our bad faith or wilful default or where the withholding,
concealment or misrepresentation should have been apparent to us without further engquiry from
the information providad to us and required o be considered by us under the terms of ouwr
assignment

If we become aware, in carrying oul our work, of any wilthholding, concealment or
misrepresentation, which we believe will have material implications for the performance of our
work, we will inform vou as =0on as reasonably practicable.

2 Assignment Team

In allocating staff on the engagement Emst & Young will have regard fo the level of skill,
expenance and responsibility required o provide the services.

Marcus Willisan, Partner at Ernst & Young will ba the Valuer an this Project, he will be assisted by
Azsistant Valuer, Danialle Hardy.

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
ACN 004 860 860
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3 Timetable

Wa will commeance work immediately upan confirmation from you that the tarms of tha assignmant
as sat oul in this latter are accepted, with delivery of the Report by close of business Friday 10
Movember 2017,

We will notify you as soon as practicable if it appears lkely that there will be any significant delays
in the above imetable.

4 Fees

We refer you to Sections [31 to 33] of Appendix B - General terms and conditions - for an
explanation of our basis for charging (where fees have not otherwise been agreed) and other
matters ralating o our fees and invoIcing arfangemeants.

Basad an tha scope of services and estimated hours 1o completa the respective tasks, aur fixed
fes quate is $10,000 exclusive of GST.

Should additional tasks be required outside of the scope of sarvices provided, thase will ba
charged on a discounted hourly basks at an agreed rate.

§ Information Requirements
All information will be provided to us within a mutually agreeable period of time.,

As we become aware of the need for information we will discuss this with you. If you are not abie
to provide us with any of the information we request, this may affect our ability to concluede our
engagement on the terms indicated above or at all. We will inform you of any resiriction to our
engagamant as a result of incomplate infarmation.

b Presentation of Results
We will provide a written report cutlining our analysis and findings.

The raporl will be pravided to you Tor the Purpose only and should not be used or relied upon for
any other purpese, or disclosed o, or discussed with, any olher party withoul our prior consent in
writing.

Any summary of, or reference to, the Report or any oral presentation in relation to the Reporl, any
submission of the Repord, in whole or in part, to anyone who is not 3 member of management of
Hobsons Bay or its subsidiaries will be subject to our prior review and written approval. Our
recommendations in the Report cannot be usad other than for the specific Purpose set out in the
Report.

Infarmal oral comments made in discussions with you or presentations 1o you about any Repord
will not have any greater significance than explanations or other material contained in the Report
and reliance should only be placed on information and comments setl out in the final written
Repart,

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
ACN 004 860 860
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During the course of the assignmant we may provide status reporls or show drafls of our Reporls
to you. This is done on the basis that they are provided 1o inform you of progress and significant
findings identified 1o date, and draft reports are subject to revision and alteration as further work is
performed ar further information received

T Use of our Report

Qur advice and the Report will be provided to you for the Purpose anly and should not be used or
relied wpon for any olher purposa, or should disclosed 1o, refermed 1o or discussed with, any other
parly withoul our price congsent in wriling, save as sel oul in Appendix B — General terms and
conditons.

8 Conflicts of Interest

We are not aware of any conflict of interest either in relation to the firm or the individual
professional staff to be invalved in this assignmant which would impact on our ability to provide an
indapendent and unbiasad opinion,

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
ACN 004 860 860
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Appendix B - General Terms and Conditions

Chiar Rlati wiith You 1 You shall be msponsible for your parsonnal's

compliance  wilh  your abligalions  undes  Ihis

1. We wil perforn the Services using reasonable skl Agreement.
and cara.

Dur Baports

2. 'Wa are s memioer of the glebal nabavork of Emst &

Young fnns (“EY Firms®), each of which & a 11, Any informabon, advice, recommendations o oihar
separate legal antity. content of any repors, presentalions or alber
commumications we provide wndes this Agresrmenl

3. We wil provide e Services o you as an mg::l ﬁ;ﬁ;ﬁ:lﬂmﬁ::;’;ﬂg
in ndeni contractor and not a5 your am
a:ffp_m, gt i ey, of the particulsr Serviees) including your board of
have any right, power or authority to bind the oiher. directors and your audit commities

4. We may subcontract porions of the Sarvices fo 12 You may not dsclosa a Repor (o any partion ar
other E¥ Firms, as wall as to other sendco summary of & Repan) scemally- (Inchaling o your
providers, who may deal with you  directly, afffiates), o refar to us of 10 ary other EY Fim in
Mavarthesass, wa alone will be respansinle b you for connaction with tha Services, axcepl:
iha Reports (85 defined in Section 11) tha
performance of the Serdoss, and our olher (ah to your lewyers (subject to these discloswra
obligations under this Agreemant reslricions), who may rediew @ only in

connacton with advice relating 1o the Sandcas,

5 Wa wil not Bssume  amy  managemant
msponsibilties in conneclion with the Sarvices, Wa (by b the extent. and for the purposas, raguired by
will nal be resporsible foe the L of implameanalion I fand you will pomptly nobify us of such
af the output of the Sarvices legal requitement o e exien! you are

permitied o do s,
Your Responsibilities
(c] to oihar parsons (including your affiliaies) with

E. ‘You shal assign & qualiied persan o overses ihe our prior wiitlen consent, who have executed an
Services, You ara responsibie for all managemant access latter who may use i only & we have
decisions relatng fo the Services, the use or specified n our consant. or
irnglerantation af the aulpul of he Sarvices and for
detarmining whethar ihe Services ana appropnats (g} to the extent it contains Tax Advice, a5 sat farth
fior your purposes, in Section 13,

7. You shall provide (or cause alhens o provide) b s, W oyou are parmilled lo disdose a Repor (of a
promgtty, the infsrmation, resources and assislance portion theraof), you shell not aher, edit or modify i
{incheding access o records, sysiems, pramises and fram the form we provided,
pecple) fhal we reasonasbly require fo paform the
Sarvices, &m “affilisie” of an enbty (for the pepose of this

Agreament) shal mean an enlity o individisal that

B Ta tha best of your knowledge, all mformetion oontroks, is controBad by, or is under common
provided by you of on youwr behalf ("Chlient oontrol with, the first enlity, and “contrel™ means the
Informatien™) will be accurate and complee in &l abidity b direcl the palicies or operaions of an enlity,
materied  respecits.  The provision of Clant whethar by contract, cwnership of equily Inferasts,
Information io us will nok infringe any copyright or ar othenwise,
atber thind-party rights.

131 Yeu may disciose o anyone a Report (or any

B. We will rely an Chanl Information made availabée o portion thereol) solely 10 the axtant that it relales o

ug and, unless wa exprassly agrea othenwiza, 'wil
have no responsibility o evaluaie or verify it

tax matters, mcludng 1ex advice, tax opmions, f&x
relurns, or b lax reaiment or lax structume af any
transgction b which the Services redate (“Tax

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
ACN 004 860 860
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Advice”), With fhe excepltion of tax authoritins, you
shall mfarm those 1o whom you disclose Tax Advice
it fhay may nol rely on it lor any puipose withoul
our priar writhan consent. Where tax law sendcas ara
provided, disclosere of ow advice o a thid pary
reay reault in a walver of legal professional prvilegs.

othemsisa, aggregate damagas In excass of the
monetary ceiling apglicable b e fees paid for
the Barvices under e Scheme in conneclion
with claims ansing out of this Agreement or
olherwise relafing bo the Servioes.

fd) If & term is implied int ths Agreament by lsw,

1. You mey incorporate ino docurments. 1hat you intend which cannol be excuded, you sgres thal in the
o s our summanas, celculations or tables based event that we braach tha term wa may, in our
an Client Informalion conbained in a Reparl, but not absolute  discrelion and o ihe edent il s
our racommendetions. conclusions or Bndings. You aliowed by law, choose ether 1o re-supply tha
mast assume 5ok responsdility for the condents of Sarvicas or pay you the cost of having the
thase docimenls and you must nal externaly refer Sarvicas ra-supglied.
to us or any othar BY Finm in connection with mem.
Whara tax law senices are provided, dsclosure of 18, M we are lisble 1o you (ar 1o any others for wham
such indemal documents may result inoa wsiver of Services ara provided) under fis Agresmant or
bagal professional pradage otheraiza i conneclion with the Services. far loss or
damage [incuding inlemst and costs) ta which ary
15 ¥ou may nol rely on any drafll Report Wa shal not other persans have also condrioubed, our laoility
be rmequired f update any final Repord for you shall be seweral, and not joint, with such athers,
cincurmstances of which we beoorme swars, of ard shall Be limiled la our fair share of thal 1olal loss
avanits SCcourring, sfer s dalivery or gamags which = aqread batsean us of Gacribed
b s By @ court o mbunal of compatant junsdiction,
Limitations based on our contrbulion o lhe loss and damage
retative ba the olhers” confributions, Mo esclusion o
16. You {and any others for whom Services are limitation oo the liabifity of other responsdle parsans
providad) may not recover from us, In condract of imposed ar agreed al any lime shall aflect ary
foort, under stalgte or ofhersise, any amaunt with aesaasmant af our proporionate |IHEI|H1':|I heralndar,
raspect 1o any loss of praff, data of goodwil, ar any nor shall setlemant of or dificuly enforcing any
indirect or consequental costs. kes or demage N claim, ar lhe desth, desclubon or irkohency af any
conneciion with claims ansing out of this Agresment such cdher rasponsible persens of Meir caasing 1o
ar eiferwize nalating Lo the Services, whether or nal be lable for the Inss or damage or any porion
the likeliood of such loss or damaga was thereaf, alfect any such assessment.
contemplatad,
19, The limilalions n Section 17 will nol apply 0 losses
17, (&) W the Compatfion and Conswemer Ad 2010 or damages causad by our fraud or o tha extan
(Cth], e Coporatons A2 2001 (C6) or any prohibited by applicable law o professional
other lagsfativa prosision pronibils or othensisa regulalions.
preciudes  the  reslriction,  modification or
axclusion of any sialulery condilicn, warranty, 20, You may nol make a clam of bing proceedngs
qQuarantga, right, remedy o olhar  banefil, relatng &0 the Services or othersise wnder this
Seclions 18,17 and 1B do not restict, madily or Agreement against any ather EY Firn or our or iis
axclude il Unless prohdbibed by Faw, no tamm, gubconiraciors, members, sharehokbars, direclons,
condition or warranty Is Implied excep? as officars, parinars, prncipals o employess (CEY
mxprasshy provided n this Agreemend, Persons™,. You shall make any caim o bring
procesdings anly against us.
ib) Our Rabilty is limiled by a scheme approved
undar  professional  stenderds  legisiation Indaminity
applicabla 1o 1ha Senvices provided ["Schemsa’],
excepl where we ame a financial Sendces 21 Ta fhe fulles) extent pesmitied by applicable aw and

licamsea. A copy of the Scheme can be
nbtamed from us upon request

{zy o our habdity 15 nod imited by 8 Schema, You
{and amy olbers for whom  Services  are
prostded) may not recovar from us, in conlrect
or tor [ncluding negigence], under stalube or

professienal regulations, you shall mdernily us, tha
other EY Firms and the EY Persons against all
caims by third paries (inclheding your affilates and
lawyers) gnd reasting habililes, beses, damapges,
cosis and axpensas (including reasonable extarnal
ard indermal legal cosls and any goads and serices
tax payeble by us on amounis pesd by you under
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this indamnity] incurred by us or tha othes EY Firms 25 Eiher of us may use alecironic medis o coraspond
or thiz EY Persons which is related o, anses awl of, ar fransmil informalion ard such use wl fod in dsell
ar i in amy way associated wilh the ird paty's uss conalifube a breach of any confidandiaity obhligatans
of or rallance on any Rapor (including Tax Advica) undar this Agraament,
disclased 1o i@ by ar through pou or at wour reguest,
Yo shall have no ﬂt-h;mlm hareundar 1o the axtam 5 Unless mhnm bj' ;mﬁ{.aﬂg IEW| WA may
that we have specifically authonzad, in writing. the disclage Clienl Informatan o ather EY Firms, EY
fhird pasty's refance on thae Repod, Perzong and thind paries providng services on our
behaf who may codact, use, fransfer. store or
Intellectual P Ri olhersise process il (colleclively 'Process’) in 1he
warisus jurisdactions in which thay operata edhar for
2 Wa may use data. softwara, dasigns, ulililies, tools, purpcses redatad to the provision of the Sarvices,
modeds, systems and olber methodologies and ardior 1o comply with regulsiory requiremends, o
now-how (“Materiaks’) thet we own in performing cneck conflicks, for gualily, fAsk managament,
tha Sarvicas. Mobwithsianding the defivary of any fnancial accounting purposes andior the provesion
Reports, we relain all inlelkecisal properly righés in af other adminsiraiive support serdoes {oolleclively
e Malerals (incleding anmy  improvements  of ‘Process Purpsses b We shad ba rasponsiole to
knowledge dewelopad  while  parforming  tha you for mainfaining the confidantiality of Clan
Services), and in any working papers compiled n Inforrmalion.
connection  with Me  Sendcas (but not  Chant
Information refiactad in them), 7. With respect 1o any Services, i U.E. Securilies and
Exchenge CommEsion  awditer  insependencs
23  LUpon payment for the Services, you may use any regulations apply to the ralationship bebwesn you or
Materials inclided in e Reporls, a5 well as fhe ary of your associsted anlilies and any EY Firm,
Rieparts themsalvas as parmittad by this Agraament, you regresent. o the bast of your knowledge, &3 of
thia data of this Agraament, that naither you nor any
Confidentiality al your affiliates has apreed. eilber orally ar in
writing, with any other edvisor 1o restrict your abiiy
24. Excepl as athersise permiied by this Agresment, te disclose b2 aryone the tax esiment or tax
naither of us mey dsclosa o thind paries tha siructure of any transaction o which the Sarvices
conbants of fhes ,ﬂ.g'nmnr{_r any informatan ‘urh,_' relate. An Eﬂ'ﬂmnlﬂ thig kind could HMpEs BN EY
Wan Tas Advice) provided by o on behall af the Firm's indapendence as o your audt or that of any
other that ought reasonably 1o be tested as ol your afliliates, or requine speciic tax dscksures
confidenbal andiar prﬂpmmr&r Eithpr of 1= mary, as o thosa restriclions. P-ml:ll'd"'qj'., Yyou agrea thai
Fiendseseesr, distkose Such nformation 1o he edend thal tha impasl of any such agreamard is  your
: I'E!pﬂ"lﬁihi.l'!.'.
{a] is or becomas pubbc other than through a Bata Frotection
breach of this Agresmenl,
28 For the Process Purposes refermed fo in Section 26

{B]  is subsequantly received by the recipeanl fam
a third parly who, o he recipieni’s knowladge,
owaes no obligation of confidentiality to the
disciasing pary with respact Io ihal infarmasion,

leh was known o fhe rescipient al be fime af
disclosure  or |8 thersafter  cresled

ncopendenihy,

{d] s dschsed as necessary o enforoe  the
recipienl’s righls under this Agreament, o

{a]l musl be disclosed undar apphcable law, lagal
process or professional regulations.

Abowe, wi ard oiher EY Firms, EY Persons and
third parties providing sarvices on our behalf may
Process Chent information that can be linked to
gpecific indssduale ("Personal Data’) o various
jurisdictions i which we and other EY Firms, EY
Pereons and third paries providing sarvices on our
behall operate (EY office kcalions ans lisbked al
wiasa ey .com). We will Process the Persanal Data in
accordance with applcable law and professional
regulations including (wilhout limitation) the Privicy
Bek (1BAB) (Cth). Wa will require any service
prosdar that Processes Persanal Data on cur behall
b adhere 80 such requirements. A copy of our
Privacy Folicy sistemant may be abtained on
reguEst
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26 You wamand that you have the authority ta provida
fher Parsonal Dala fo us in comnectian wilk the 1 Meilher you nor wi shall be Eablke for breach of this
perlomance of the Services and thal the Persanal Agreement (olher than payment obigations) cawsed
Data providad to us has been Processed in by circumstances bevond wour or our reasonabda
acoardance with applicabhs aw. cantrod,
Term and Termination
3. You shall pay ow professional fees and specilic M. This Agreemant appiies b the Sendces whanavar
aapenses in conneclion wilh the Services as pedormed (nduding before the date of lhis
dataied in the applicabls Stetemant of Work. You Agrasment)
shall pay our engagament agmnistration chame of
A% of aur fees which covers o cosls. inchiding 35 This Agreament shall tarminats on he completion of
sourier changes, pholooopying, postege, telaphors the Sarvices, Eshar of us may terminaie it, or any
calls, facsimiles and stationary. paticuar Serdces, eafier upan 14 days' prior
writtan natcs o the other. 0 aodibon, wa may
You shall also reimburse us for othar reasonabls warminate this Agresmant, or any paricular Senices,
axpenges incurred in perfarming the Sendces. Dwr immediately upon wrillen nolice @ you T owe
feas are exclusve of laxes or sémilar charges, as regsonably determing thal we can no longar provida
wall as cusioms, dubas or tanfis imposed in respect tha Senvicas in accordance with apphcable law or
of the Services, all of which you shall pay (olbsr professional obligatons.
ihan fexes imposed on our income genersdy) In
ralation 1o GET spacifically, if owr supply o you is 36, You shall pay us for all work-in-progress, Services
faxable you wil pay additional consideration already parformad, and expanses incurred by 1= up
calculeted &5 tha pravaling 5T rate mullipiad by te and inchuding 1he effective dade of the lemination
our 5T axclusiva fees al this Agreensanl
Unless otherwse set foth in fhe  applicable 3T.  Our esgective confdantialily obigstions unoes thia
fodlawing racaipt of each of ur invoices. If you direct following Bhe terminatian of this Agresment. The
us 10 iS5 an invoice to another party, you shall ather prosisions of this Agreement thit give aither of
reman responsile ke payment anlil our invoice is us nghts or obligations beyond its tarmination shall
pakd In full Wa may charge Interasi on involcas conlimee indefiniety following the termination of this
which are nod peid when dee al the applicable Agresment.
Westpae Banking Corporalion Refersnce Lending
iece eom. et cow il 1 1helfis W, receid Governing Law and Dispute Resolution
paymend, Accounts may be pasd by slactronic funds
tranghar, wlermal Dﬂl‘lkil’@ ar chegue, Credi! cand %A This A.grvbernurl. and any nomeconiracis malees o
payments are not acceplad. obigations ensng oul of this Agreement or e
Senvices shall be govemed by, and consinsed n
31. We mey charga additional professional feas If accardance with, Ihe Bws af e state or lerilary of
avents beyond our conlesd including yous acls o the Ermst & Young office shown on the Cover Letiar,
amiggans) aflect aur ﬂmw I:l:rpm the Sapdces Wa bath AqreE and mﬂj? submil o tha
ag onginally plannad or if you ask us 1o periorm exelusive juisdiction of fhe applicabls stale,
addsbonad tasks
. H ihare is a deispule relating 1o e Senices of this
42 IMwe are required by applicable B, legal process o Agrapment, tha partes must submit tha dispata 1o

QI:IUEi'ﬂFﬂEll'H acton B produca  information o
parsonnel as witnesses with respact 1o tha Sarvicas
ar this Agresmend, you shall reimberss us for any
professional  Hme  and  expenses  (Including
regsonable  axtarnal and intarnal  legal  cosis)
incurred (o respand bo the regquest, unless s ane a
parly o e proceeding or ihe subject of the
inveshgation

Farce Majeurs

mediation befome having recowss S0 any ofhar
dispute resclulion process. Wiltlen nolice of e
dispute will be glven for (bt be submitted bo
madiaton before a mediator chosen by the partas
ar, whers lhe parlies cannol agree, by e Ausiralian
Commercial Dhsputes Centre "ACDC"). The parties
will usa thair bast endeavours fo seltla the dspute
promglly. The medialion will be conducied in
accordgance with the ACDC Madistion Guidelines to
the oximnt thal they do not confict with the
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provisions of this Secton, the dispute 5 nol
rasaohesd within 80 days afler notice of the dispule,
the mediglion will terminale unless e parties
otherase agres:

10

hawa mora than an insignificant effect on EY's
audit engagerment by either;

{Iy sffecting EY"s swdit proceduras or scope;
o

M laneous {li) producing information that would be usad

by EY as audil avidence.

400 This Agreement conslilules the entine agrasment ;
hahmmﬁg 1= a5 10 the Senvicas and tha ofmar mattars 46. W thers & any inconsistency batween provisions in
i covers, and superssdes all priot agreaments, diferent parls of his Agreament, those parts shall
undarstandings end representations with fespect heve prececence &3 follows (unless ewpressly
tharetn, including any confidentiality Bgresmans agreed ciherwise): {a) the Cover Letler, (b) the

evicwsly delvened, applicable Staterment of Work and any annéxes
b tharets, (C) thesa Gereral Terms and Condiions,
i5 &

41, Bolh of us may execule this Agreemant {inchiding St ) oty Jarvacome o et
Staterments of Work Il modificati L] 3
it bylz:izﬂrﬂu'lic m’;\:Ba:E si?:ﬁﬂcﬁl‘f us :1':;' :ur?;l a 47 Naither of us may ise o mefarence the cther's
differant capy of the same decunenl Bolh of us rame, logos of lraderarks wilhou! s prior wrilban
must agres (nownting o modify thes Agreament or consent, w"im ihat wa may usa your name
any Statament of Wark hemundes publically to idenbfy you as & chent i connaciion

wilh specific Sarvices or olhenwise.

2 i;‘:a::;: ;‘;";y"';l:;: : H“E o Erﬁm’ﬂﬂm 44, The limistions in Seclions 16 lo 18 and Saction 20
an its behalf (= exgressly authonzad o emacuta tham and the provisions of Sections 21, 28, 28, and 43
ard o bind wiah of us b fhair s are inlended © benefil the other EY Firms and all

EY Paraons, who ghal ba entitled 10 enforce ham.
::;nrﬁ 3‘ Hﬂmwf SNTH LS. ic 8 . IR o A9, We sre comendfled o ensuring the health end
parformed =hall be bound by The T
‘s of Wis Agreement and the applicable ﬁhw_ﬂfE"l‘ Parsons, To this and, we expect that
Stabernent of Werk. yau will:
thal your predises ara sala for EY

43, You sgres that we and the ather EY Frms may, 18], oS ;
subject 0 professional obligations, act for olher Persons who may attend your premises:
chants. inchudi I COMpRtEes

o {bi provide EY Parsors who wiss your pramises

44, Maither of us may assign any of our rights, or perfarm wark at your presmises with:

abligalions of claims umder s Agreemmeant. ; ) 5
(i) @y site induckon urdar yowr policies;
45, I any peovision of tis Agreemnant (in whole ar part)

Iz held % ba egal invalid or  olherwise
wrenforcaabile, 1he alher provisions shall ramain in
full force and effect. Sections 17i(c) and 21 do not
appey It

{a)l such provision is probibsed by appicable law,
regulation, the rubes and intarpretations of fhe
U5, SEC or othar applicable rules and
interpredations CONCEMing audior
independince;

ib) the Services inclede ncomae @x preparation
sarvices assocated with the preparation of LS,
tax reburna for a ULS. SEC audt client; or

fc} the Client is a US SEC audil cienl and
peromance of thesa non-sudil Serdces wil

(iiy any informalion aboul hazards or rigks
to hesdth and safety; &nd

datalls of any emergency plens and procadunas [inciuding
rvacuation plans) redating 1o the premises
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