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EXECUTIVE SUMMARY

Wollongong City Council is undertaking a review of the Wollongong City Centre to implement
the vision of A City for People. The Wollongong City Centre Planning and Design review aims
to inform appropriate distribution of height and scale of buildings across the city centre with
planning, urban design, open space and economic analysis.

SGS Economics and Planning has been commissioned by Wollongong City Council to
undertake economic analysis to inform this review. This study has involved:

review of development capacity under the existing controls,

feasibility analysis to better understand the commercial and non-commercial
development feasibility within the City Centre,

identification of growth forecasts for both commercial and non-commercial
development, and

identification of levers that could potentially be used to incentivise the delivery of the
right development growth in the City Centre.

Strategic context

Wollongong is the regional capital of the lllawarra-Shoalhaven. It is the civic and economic
heart of the Illawarra region. Proximity to Sydney provides opportunities for residents and
potential connections for local businesses. However, there is significant job leakage with
residents commuting to Sydney for work and self-containment has declined from 74 per cent
in 2011 to 71 per cent in 2016.

There are several economic nodes across Wollongong including Wollongong Hospital and
health precinct, University of Wollongong and Wollongong Innovation Campus. Greater
physical and economic links between these economic anchors will be important in driving
economic growth across the Wollongong local government area (LGA). It is important that the
role of Wollongong City Centre in the context of these nodes is clear and a strong vision will
assist in promoting this.

As of 2016, Wollongong City Centre contains over 21,000 jobs, which is 27 per cent of jobs
across the Wollongong LGA. The four largest industries of employment are health care (26
per cent), public administration (16 per cent), accommodation (11 per cent) and retail (9 per
cent).

Employment is forecast to grow from 25,000 jobs in 2016 to 32,000 jobs by 2036, Forecast
growth is primarily across population-serving industries such as health and education. These
are industries which generally forecast to grow across NSW. There is limited local
specialisation or competitive advantage driving growth which is a significant barrier to
Wollongong City Centre become a strategic employment centre. These issues should be
addressed by the updated EDS.

Residential is the most active property market in the Wollongong City Centre. Where both
residential and commercial development are allowed, this has the potential to constrain
future commercial development if majority of sites have been developed as residential strata
with multiple owners (which would make acquisition and redevelopment difficult) or if
residential development ‘prices’ out commercial development. This highlights the need to
understand development capacity, particularly feasible development capacity.

! The variation in employment numbers in 2016 is due to the data source. TPA forecasts for 2016 are higher than the ABS
Census figure for 2016.
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The trends observed highlight the need for the role of the Wollongong City Centre to be
clearly articulated, particularly its economic role and function. The City Centre continues to
play a strong role as the administrative and civic centre for the lllawarra-Shoalhaven region.
However, action is required to change the trajectory of the City Centre, to attract commercial
investment and grow strategic employment as well as population-serving industries.

A broad assessment of Wollongong City Centre has been conducted against the 10 success
factors identified above (refer to Table 3). This assessment highlights that Wollongong City
Centre has all the foundations for a successful regional city, however these need to be better
leveraged to attract commercial investment and employment.

TABLE 1: ASSESSMENT OF WOLLONGONG CITY CENTRE AGAINST KEY SUCCESS FACTORS

Success factors Broad assessment

A strategic location within a growing = Population of Wollongong LGA is growing which has resulted in
strong growth in population serving industries

economy
= Located in close proximity to Greater Sydney which has led to
increase in population but a significant proportion of residents
travel to Greater Sydney for employment
Pre-existing business locations = Wollongong City Centre over 21,000 jobs within several other

major employment anchors located in close proximity

= Asignificant gap is large-scale professional and financial services
firms

occupied by successful firms

A supply of quality, skilled labour = There is a supply of quality skilled labour, however the majority of
these workers are employed in Greater Sydney and not locally

Infrastructure that binds the centre  ® Links externally include rail, road, bus and cycling infrastructure

internally and links it externally = Links internally could be improved, particularly physical
connectivity between major nodes within the Wollongong City
Centre

Competitive place-based assets = Access to waterfront and open space is a significant asset for

Wollongong City Centre

Local and external customer basesto *® There appears to be a concentration of local population serving

ensure robust supply chains industries and businesses
= Port Kembla plays a significant role in supporting regional,
national and international supply chains

Business support for the centre = Some business support but majority of investment has been
residential.

Government support for the centre = NSW Government and Wollongong City Council jointly support the
growth of Wollongong as a major commercial centre

Strong links between the regional = Some existing foundations. This has not been reviewed in detailed

centre and its civic/cultural life as part of this study.

A spatial metaphor to drive the = A City of People provides the foundation for a spatial metaphor
regional centre forwards.

Source: SGS Economics and Planning, 2018

Initial capacity assessment

Capacity modelling was conducted as part of this project, this examined capacity under the
existing controls and is summarised in the paragraphs below.

There is significant capacity for development within the study area based on the existing
planning controls. However, feasibility analysis has highlighted that only a small proportion of
this capacity is feasible based on the current market, being 41 per cent of uplift for residential
floorspace or four per cent of uplift for commercial floorspace.

The planning controls allow for a built form which is much greater than the current market is
delivering. Given that the maximum theoretical capacity is determined overwhelmingly by the
FSR control, the maximum building height controls are in excess of this level by another

@ ESGS Wollongong City Centre Planning Review: Economic Analysis v
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significant margin. Planning controls are not a constraint on capacity as significant capacity
exists.

Under the maximum capital yield scenario (likely development outcome), a net loss of 45,000
sqgm of commercial floorspace is observed. This is a significant issue as commercial floorspace
is required to support the economic role of the Wollongong City Centre.

Commercial development is only marginally feasible, requiring significant cross subsidisation
with residential development.

The net increase in commercial floorspace which could be attainable (34,000 sgqm) under the
maximum commercial yield scenario is limited and will be unable to meet forecast increases
in demand over the medium term. Intervention is required to promote growth and highlights
the need for potential incentives or levers to be considered that could address these
feasibility constraints.

The significant increase in residential activity risks detracting from the character of the
Wollongong City Centre as a business area, and by extension making it more difficult to
attract commercial activity. Competition between commercial and residential development is
a significant issue. Land values have potentially been inflated by the permissibility of
residential development making straight commercial development unfeasible. These trends
may warrant consideration of a commercial core zone in which residential development is
prohibited or restricted.

Growth forecasts

Across the study area, there is projected to be demand for:

An additional 120,000 sgm of commercial floorspace
An additional 195,000 sgm of residential floorspace
An additional 3,000 — 18,000 sqm of retail floorspace.

Table 9 below displays the forecast growth in demand in comparison to the two feasible
capacity scenarios above, with a forecast gap in provision displayed for each scenario.

TABLE 2: FORECAST FLOORSPACE SUPPLY/DEMAND RELATIONSHIP (2036)

Change under Change Under
Maximum Gap Maximum Gap

Projected Capital Yield (Oversupply / Commercial (Oversupply /
Land Use Demand Scenario Undersupply) Yield Scenario Undersupply)
Residential 195,000 m? 265,000 m? 70,000 m? 213,000 m? 18,000 m?
Commercial 120,000 m? - 45,000 m? - 165,000 m? 34,000 m?2 - 86,000 m?
Retail (high) 18,000 m? 83,000 m? 65,000 m? 83,000 m? 65,000 m?
Retail (low) 3,000 m? 83,000 m? 80,000 m? 83,000 m? 80,000 m?

Source: SGS Economics and Planning, 2018

Demand for commercial floorspace significantly exceeds feasible capacity (under the current
market conditions). It is anticipated that feasible capacity will be equal to demand within the
medium-term. Under the maximum commercial scenario, there is estimated to be a shortfall
of 86,000 sqm of commercial floorspace by 2036. Under the maximum capital yield scenario,
identified as the most likely outcome given, there is projected to be an undersupply of
165,000 sgm.

Both scenarios will likely result in increased commercial rents within the study area, and
potentially displacement of jobs growth to other areas (e.g. the Innovation Campus). This
requires actions to improve feasibility for these base growth projections to be achieved.
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Conversely, the feasible capacity for residential development is significantly higher than
projected demand (under current market conditions). The profitability of residential
development under current market conditions means that this is a likely outcome. This could
potentially result in the ‘crowding-out’ of commercial uses, highlighting the potential need for
a commercial core zone where residential development is restricted.

Identified retail demand is relatively low. There is potential for an oversupply of inadequate
retail floorspace with the provision of ground-floor retail across the B3/B4 zones under the
current active frontage policy. A retail study is required to more accurately estimate demand
and supply across the local retail system.

The site-specific feasibility testing has echoed the results of the precinct scale feasibility
assessment. Development which contains a low amount of (or no) commercial floorspace is
feasible.

The delivery of commercial floorspace requires significant cross-subsidisation with residential
development, and the amount of commercial floorspace which can be feasibly delivered on
sites under current conditions is likely to be small.

The increased construction costs associated with taller buildings significantly decreases the
feasibility of all types of development. The higher returns realisable on residential floorspace
allow for a greater tolerance to these cost increases, however over twenty storeys this
dramatically impacts on the ability to generate a profit. As noted within the capacity
assessment, planning capacity is not a barrier to development.

Estimated current land acquisition costs present a significant constraint on a range of sites
and can be prohibitive for redevelopment, particularly in high value areas of the study area,
and/or where the current use of land is valuable. However, commercial development without
residential is unfeasible even before land acquisition costs are taken into consideration.

Council’s influence extends to planning controls, car parking requirements, development
contributions and the planning process, as well as providing certainty for the market through
clear policy and planning controls. Of these only a small number can be tested quantitatively.

The high construction costs associated with basement carparking inhibits the feasibility of
development across all sites. While adjustments to the provision of parking within a
development can exert a significant impact on its feasibility, any actions would require careful
consideration of broader implications for transport, built form and property values.

Reducing the allowance for developers’ profit and risk has a moderate impact on
development feasibility. This would need to be facilitated by changes to the DA process to
reduce the risk. The extent to which changes to the DA process are likely to reduce risk should
be tested with developers.

A reduction in the development contributions levy provides a marginal increase to
development feasibility. However, such a reduction would reduce the revenues available to
Council.

None of the potential levers tested result in a feasible outcome in isolation. The development
of any substantial commercial floorspace in the study area will likely require a combination of
actions by Council to increase development feasibility in conjunction with realisable
commercial rents increasing over time, which is likely if the supply-side tightens and the City
Centre maintains a strong competitive position relative to other competing locations.

With feasibility of development being a major barrier to growth within Wollongong City
Centre, it will be important that any future opportunities for commercial development are
protected and encouraged.

Wollongong City Centre Planning Review: Economic Analysis vii



The objective of implementing any actions is to:

promote commercial development in the City Centre in line with the vision
support economic potential of the City Centre
address feasibility issues.

Feasibility can be improved through either improving (or increasing) the market for
commercial development or reducing the cost of development.

This study has identified 11 recommendations for Council to implement to increase the
feasibility of commercial development in Wollongong City Centre.

Develop an economic vision for the Wollongong City Centre through the economic
development strategy update.

Continue to implement the bike lane program and investigate opportunities to expand
the Wollongong Shuttle network.

Continue to implement existing public domain investment projects which increase the
amenity of the Wollongong City Centre.

Advocate for improvements to Wollongong railway station to improve physical
connectivity between the railway station and commercial core.

Undertake an assessment of the value that existing industry and industry targets place on
public domain improvements and use these to prioritise investment.

Investigate alternative development contribution rates or mechanisms to fund future
public domain investment in the Wollongong City Centre.

Introduce a commercial core where residential development is prohibited in close
proximity to Wollongong railway station, Crown Street Mall and public open space.
Market test a reduced on-site car parking rate with developers and prospective
commercial tenants to understand market for this and potential impact on rents.

Test feasibility of developing multi-storey car park against the contribution rate for offsite
provision of parking for development.

Reduce risk for developers and increase certainty for development by providing clearer
guidance to commercial landowners and developers across key sites within the
commercial core of the City Centre. This includes a consistent process, speed of response
and clearer planning controls.

Undertake an updated LGA-wide retail centres study to provide a more accurate
estimation of retail demand and better inform recommendations of potential growth in
retail floorspace.

These recommendations (or actions) are important to promote commercial development in
line with the economic vision of Wollongong City Centre and its roles as a regional city for the
lllawarra. No single action will be able to increase commercial feasibility and therefore it is
important that this suite of actions is implemented.

These actions recognise the substantial investment Council has made in the Wollongong City
Centre to date and the importance of continuing these programmes. A number of these
recommendations (or actions) are well-aligned with the upcoming economic development
strategy update and should be implemented as part of this process. The Wollongong City
Centre does not operate in isolation, and the outcomes of the future LGA-wide economic
development and employment lands studies may require the review of these actions in the
future to ensure that these are aligned.

(r» ESGS Wollongong City Centre Planning Review: Economic Analysis viii
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The most significant action will be the introduction of a designated commercial core where
residential development is prohibited. This is a long-term strategy and there are a number of
risks associated with this. The commercial only area should be large enough to be coherent
but also align with the demand to ensure it is not at risk of being stagnant.

The condensed commercial core should be located:

in proximity to Wollongong railway station to ensure accessibility to public transport
in proximity to Crown Street Mall to ensure accessibility to retail, hospitality and other
services for workers

proximity to public open space e.g. MacCabe Park and/or waterfront.

The commercial core will need to be sufficient to accommodate up to 120,000 sgm of
floorspace but allow sufficient flexibility depending on the market. A transition area could be
established which keeps the long-term intention of greater commercial focus without
jeopardising activity in the core in the interim, this includes allowing temporary uses in the
short to medium term. This strategy is considered to be crucial to ensuring the long-term
economic success of the City Centre and ensuring that there is capacity for a significant
commercial function.
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1. INTRODUCTION

1.1  Project background

Wollongong City Council is undertaking a review of the Wollongong City Centre to implement
the vision of A City for People. The Wollongong City Centre Planning and Design review aims
to inform appropriate distribution of height and scale of buildings across the city centre with
planning, urban design, open space and economic analysis.

SGS Economics and Planning has been commissioned by Wollongong City Council to
undertake economic analysis to inform this review.

1.2 Project scope

The objective of this analysis is to investigate a range of economic matters which will inform
the detailed investigations into City Centre design and planning policy review. In particular,
this project seeks to:

better understand the commercial and non-commercial development capacity of the City
Centre,

better understand the commercial and non-commercial development feasibility within
the City Centre,

identify aspirational growth targets for the City Centre in terms of both commercial and
non-commercial development, and

gain an understanding into how to incentivise the delivery of the right development
growth in the City Centre.

The approach undertaken is outlined in Figure 1. Two workshops were held with Council
officers to discuss issues and opportunities and the potential levers to address commercial
feasibility issues. The results of these discussions are integrated throughout this report.

FIGURE 1: APPROACH TO STUDY

HIGH LEVEL SITE SPECIFIC

Analysis of
demographic
and economic
trends

GIS analysis

controls and
current market

development
forms across
five sites using
Residual Land

BACKGROUND CAPACITY REVIEW FEASIBILITY FEASIBILITY e R T ONS

REVIEW R e s FORECASTS AND REPORTING
KEY TASKS
= Review of = |dentification of | | = High level = Assessment of = Calculate = |dentify and

existing theoretical assessment of development residential, assess potential

strategies and capacity under development feasibility of five commercial and levers to address

policies the current feasibility based different retail development

controls using on current commercial floorspace feasibility

forecasts using
current

projections for
the study area

constraints and
achieve forecast
growth

Review of Value (RLV)
current market model
STAKEHOLDER ENGAGEMENT

Consultation

with local with Council Council staff on
agents to staff on issues potential levers
understand and

local market opportunities

context

= Workshop 1

Workshop 2 with
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The study area boundary is shown in Figure 2, along with the City Centre boundary within the
Wollongong LEP. Wollongong Hospital is included in the City Centre boundary but is excluded
from the study area.

This economic analysis forms part of a larger body of research to inform future planning and
design controls for the City Centre. Architectus and Andrews Burns Architecture have been
separately commissioned to prepare an Urban Design Framework.

FIGURE 2: WOLLONGONG CITY CENTRE AND STUDY AREA

- Cadastre

Source: Nearmap, 2018; SGS Economics and Planning, 2018
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Analysis of data has been undertaken at a number of different geographies for the purpose of
comparison and benchmarking the study area and Wollongong City Centre against the LGA
and the Illawarra-Shoalhaven Region. These boundaries are illustrated in Figure 3. The
[llawarra-Shoalhaven region includes Wollongong, Kiama, Shellharbour and Shoalhaven LGAs.
The City Centre is LEP boundary and the study area contains the core commercial area of
Wollongong. The figures reported throughout the report vary due to the boundaries adopted
for the analysis and the data sources used.

FIGURE 3: COMPARISON OF BOUNDARIES

" STUDY AREA
|| CITY CENTRE
|| woLLonGONG LGA

[:| ILLAWARRA-SHOALHAVEN REGION

Source: SGS Economics and Planning, 2018

In some instances in this report, Wollongong is compared to Greater Sydney as defined by the
Australian Bureau of Statistics (Sydney Greater Capital City Statistical Area) which includes the
Greater Sydney and Central Coast regions.
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Please note, the data analysis does not extend beyond data collected through the land audit
and publicly available data form the Australian Bureau of Statistics and NSW Transport and
Performance Analytics. Detailed analysis of recent economic development trends (since the
2016 Census) is outside the scope of this study.

1.3 Report structure
This report is structured as follows:
Section 2 — Strategic context: Outlines the vision for the City Centre, its intended

economic functions, and recent economic trends.

Section 3 — Capacity assessment: Contains an initial round of capacity modelling of both
maximum theoretical and maximum feasible capacity, which was used to inform the
preparation of the Urban Design Framework.

Section 4 — Forecast growth: Details the growth in commercial, residential and retail
floorspace forecast for Wollongong City Centre.

Section 5 — Development feasibility: Assesses the feasibility of 5 test sites under existing
planning and design controls.

Section 6 — Recommendations: Outlines the key findings of this analysis and
recommendations for the City centre’s planning and design controls.

Appendix A: Capacity and feasibility technical method: Provides a detailed discussion of
the method used for the capacity assessments in this analysis.

Wollongong City Centre Planning Review: Economic Analysis
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2. STRATEGIC CONTEXT

2.1 Understanding regional economic centres

Regional economic centres operate differently to metropolitan cities. A high-level review of
the relevant literature relating to regional centres is provided below including key ingredients
for success.

Central Place Theory

This theory envisages towns and cities within a hierarchy of inter-dependent relationships,
where higher-order centres sit at the top of a regional hierarchy, with smaller centres focused
on convenience goods and low value-add services at the bottom?. Lessons from this theory
include that:

Regional centres tend to be monopoly suppliers of higher-order goods/services
Regional centres build strength from networked relationships with surrounding centres
The value of consumption in a regional centre is strongly related to the employment
conditions and prospects of the labour pool.

This suggests that the Wollongong City Centre should have strong connections to surrounding
centres, and access to appropriately skilled labour.

Land or Bid Rent Theory

This theory explains why the most accessible land in urban centres is the most sought-after
despite being the most expensive, and shows that revenue advantages come from being in
central locations in a city. If the revenue generated justifies the higher rents paid, investments
in these locations will continue, and the success of businesses then attracting additional
customers which produces a virtuous growth cycle. Key lessons for economic corridors
include:

The pulling power of a regional centre and its employment lands depends on the quality
of the firms (and has less to do with the land value on its own),

Quality retail/industrial/residential activities are reinforcing, in building strong pools of
labour/customers, and adding value to land assets and other pre-existing investments in
an area, and

Developing cheap/low density industrial lands in isolation will not create a strong regional
centre.

Land uses will be drawn to central city locations, particularly in Sydney. Wollongong City
Centre will need to focus on attracting quality firms and activities which are considered to be
of high value.

Industrial Agglomerations

Large scale industrial agglomerations take advantage of cheap local energy sources to drive
material transformations, with the advantages seen in economies of scale, external

Wollongong City Centre Planning Review: Economic Analysis
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economies and access to large scale infrastructure. While industrial agglomerations have
changed significantly over time, some potential lessons for regional centres include:

Lower costs can come from external relationships with local buyers/sellers, cooperative
management or marketing, or access to quality regional infrastructure, and

The success of production concentrations is enhanced by transport and communication
systems, for example in helping to create efficient supply chains, make commuting easier,
enhance the internal movement of people and/or goods, and link producers to markets.

Businesses will be attracted to dense economic centres such as the Sydney CBD. This will
create significant competition for Wollongong. Wollongong City Centre will need to
differentiate itself and focus on increasing connections between people and goods.

Industrial clusters are geographic concentrations of interconnected companies, suppliers and
firms in related industries and associated institutions, which create relationships which are
both competitive and cooperative, with major examples such as Silicon Valley. The success of
industrial clusters depends on enhanced information flows, heightened awareness of firms’
marketing, positive responses to peer pressure for innovation, and having competitive local
supply conditions. Lessons from industrial clusters include:

That a successful concentration of firms must be driven through competition and
innovation

That firms within a cluster must look for mutually supporting relationship with others
(suppliers, competitors and buyers), and

Conditions (such as labour, finance) must be based on best practice and the promotion of
ongoing innovation and competitiveness.

As noted in a report on the Penrith Valley Economic Corridor, rarely do economies function
exactly as depicted in theory, and successful spatial economies, such as economic corridors,
often contain elements of each of these theories to varying degrees. The role that
government’s play, particularly in the provision of infrastructure, is also underplayed in the
literature, along with the importance of connections and networks between enterprises.
Successful economies require openness and connectedness (e.g. long distances and inter-
urban networks), but also local strengths to build on.

Ten key ingredients for success in developing regional centres have been identified. These
include:

a strategic location within a growing economy

pre-existing business locations occupied by successful firms

a supply of quality, skilled labour

infrastructure that binds the centre internally and links it externally
competitive place-based assets

local and external customer bases to ensure robust supply chains
business support for the centre

government support for the centre

strong links between the regional centre and its civic/cultural life

a spatial metaphor to drive the regional centre forwards.

While broad, these are likely to be applicable to Wollongong City Centre and vital to ensuring
the success of this regional city.

2.2 Vision for Wollongong City Centre

Wollongong City Centre is envisaged to become a vibrant capital of the lllawarra -Shoalhaven
with diverse employment, services and recreation uses.



A City for People was prepared for Council by Gehl Architects in 2016, in a process designed to
put people at the centre of Wollongong’s future development. It involved surveying the public
space and activity of the city to understand how spaces were used, and to inform the vision
for Wollongong to become people-oriented, sustainable and liveable.

The strategy includes 12 key vision statements, aimed at insuring that the city centre is a
thriving and unique regional city, with a diverse economy and high-quality lifestyle. The city
centre is also intended to be recognised as a place that people will want to be in, whether to
live, learn, work or play.

Celebrate the uniqueness

The natural beauty of the escarpment can be seen from streets, and nature is an
important part of Wollongong’s street character.

There is a seamless transition between the core city and the foreshore, where there are a
range of things to see and do.

Wollongong’s heritage is reflected in buildings and spaces in between, telling the city’s
Indigenous, European and industrial story.

Develop a human scale city

Wollongong has a compact city centre, delivering a connected and efficient CBD.
Building design is related to streets, delivers a comfortable scale, and connects to the
city’s natural setting.

Design excellence is celebrated, evidenced in the look and feel of the city, and with
exceptional street presentation.

Grow a living city

Wollongong has a strong and growing residential population, and a diverse community
with a shared sense of pride and social connection.

The city centre includes a network of connected paths and open spaces, unique in
character and supporting city life.

Blocks and streets in the city centre provide for a range of uses, delivering street vibrancy
day and night and opportunities to live, work, learn and play.

Create an accessible, pedestrian-friendly city

Walking and cycling are prioritised in Wollongong’s streets, which are comfortable and
enjoyable, and attract a range of people day and night.

Public transport is the preferred method of accessing the city, linking with the pedestrian
and cycling network, and providing regular and reliable trips.

Car movements and parking are used to support city centre functions while still
prioritising comfort for pedestrians.

A City for People defines a series of precincts within the city centre and identifies key projects
and outcomes to achieve the above vision statements over the short (1-2 years), medium (5+
years) and long term (10+ years).
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lllawarra-Shoalhaven Region Plan

The Illawarra-Shoalhaven Region Plan, prepared by the Department of Planning and
Environment (DP&E), provides a clear direction for planning and development over the next
20 years in the Wollongong City centre and surrounding region. This document identifies the
Wollongong City Centre as part of a regional Metropolitan City (referred to as Metro
Wollongong (see Figure 4).

The Plan envisages Metro Wollongong as the economic and cultural core of the region and a
nationally significant city. The importance of growing employment in Metro Wollongong,
especially in health, education and knowledge intensive industries, and the delivery of
housing in and around the city centre are noted in the Plan as key drivers to increase the
national significance of Wollongong.

The study area largely falls in the Commercial Core identified by DPE. The Commercial Core
centres on Crown Street as the focus for retail, office, tourism and cultural activity. The
Waterfront Precinct to the east is intended to be a focal point for tourism activity, anchored
by the stadium, entertainment centre and beaches.

The University of Wollongong and the Innovation Campus are identified as part of Metro
Wollongong; however, the Plan does not facilitate or outline approaches to integrate the
University’s activities with the Commercial Core and study area of this analysis.

A key action within the Region Plan is to create new and innovative opportunities for
commercial development in the commercial core by making it more attractive for investment
and business (Action 1.1.1). DP&E will work closely with Council to:

examine opportunities to change planning and development controls to create more
flexibility, to attract commercial investment and business activity

improve the public domain through planning contributions and by investigating other
potential funding opportunities.

This highlights a clear focus on attracting commercial investment and improving amenity.

Wollongong City Centre Planning Review: Economic Analysis



FIGURE 4: METRO WOLLONGONG AND THE ROLE OF THE CITY CENTRE
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Economic Development Strategy

Wollongong City Council’s Economic Development Strategy (EDS) outlines Council’s key
priorities, goals and actions to support economic activity in the LGA. The vision for
Wollongong under the EDS includes for the city to:

Be a global leader innovative and sustainable research, development and new industries,
and become renowned for leading the way with green technology and jobs,

Be established as the Regional Centre, creating hubs of activity with a thriving and
resilient local economy, and able to support the establishment of new industries,
enterprises and business which attracts people to live and work, and

Be a student-friendly city, where residents are educated and employed, and there is
access to employment and education through a diverse industry base and world-class
learning institutions.

The EDS notes that the major economic challenge facing the LGA is to improve employment
opportunities, particularly considering structural changes in the economy as it diversifies, and
the large number of residents who travel to Sydney for work. As such the central policy focus
of the EDS is on jobs, with aims to:

Reduce unemployment to levels comparable to the State or national average,

Reduce the number of people commuting outside the LGA, and

Reduce the ‘brain drain” phenomenon where young people leave the LGA after study due
to a lack of opportunity.

Actions identified for Council to address the LGA’s employment challenges include:

Ensuring that adequate employment land is provided to support jobs and economic
growth,

Using best practice planning processes to facilitate and encourage investment
Encourage the use of the city day and night, and

Continue to lobby for opportunities for jobs growth including the relocation of jobs
growth to Wollongong.

The EDS identifies the City Centre as having a vital role as the administrative centre for the
city and for the broader lllawarra region, as well as an important role for tourism related
businesses. The EDS does not identify a specific industry (or industries) that Council would like
to attract to the City Centre. It is understood that the EDS will be shortly reviewed and
updated.

2.3 Economic profile

Industries of employment

In 2016, Wollongong City Centre? contained 21,290 jobs. Representing a 12 per cent increase
in jobs over the previous decade and a compounded annual growth rate of 1.1 per cent.

Wollongong City Centre’s employment accounts for 27 per cent of all jobs in the Wollongong
LGA, 16 per cent of all jobs in the Illawarra-Shoalhaven region and one per cent of jobs in the
Greater Sydney and lllawarra-Shoalhaven regions combined.

The major industries of employment in Wollongong City Centre are health care (26 per cent),
public administration (16 per cent), accommodation and food services (11 per cent) and retail
(nine per cent) (refer to Figure 5). These are population serving industries and reflect the role
of Wollongong as a civic centre.

3 Please note that this boundary corresponds to the one shown as the Wollongong City Centre (dashed blue line) in Figure 2
on page 2 above, as distinct from the Study Area boundary. This boundary has been used in this section to provide context
on the economic role of Wollongong as a functional centre, rather than on the narrower definition of the study area.

@ ggﬂsq Wollongong City Centre Planning Review: Economic Analysis 10

& Planning



FIGURE 5: EMPLOYMENT BY INDUSTRY, WOLLONGONG CITY CENTRE, 2006-2016
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Source: SGS Economics and Planning, 2018 using Australia Bureau of Statistics, 2006, 2011 and 2016. Note: this data relates
to the Wollongong City Centre LEP boundary.

Over 50 per cent of growth in employment over the last decade in Wollongong City Centre
has been in health care reflecting the presence of Wollongong Hospital the investment in the
health precinct including the opening of the Wollongong Private Hospital. Accommodation
and food services industries has grown the strongest the last decade behind health care (refer
to Figure 6). Public administration has experienced some growth and retail has declined. The
decline in retail was focused between 2006 and 2011.

Many industries declined over the last 10 years, including manufacturing, wholesale,
transport, information and media, professional services, administration and support services
and other services These are industries which Wollongong is reliant on growing to become a
regional city.

FIGURE 6: INDUSTRY GROWTH AND DECLINE, WOLLONGONG CITY CENTRE, 2006-2016
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Local specialisation

The Wollongong City Centre specialises in population serving industries such as
accommodation and food services, health and education, and in professional services. Its
industry specialisations are measured by location quotients, which reflect the proportion of
employment an industry takes up in one area compared to another. If the location quotient
for an industry is greater than one, Wollongong City Centre has a specialisation in that
industry compared to the benchmark region. Likewise, if the location quotient is less than
one, the study area is relatively unspecialised in that industry. The larger the LQ, the more
significant the specialisation.

Figure 7 shows the specialisation of Wollongong’s industries relative to lllawarra-Shoalhaven,
as well as annualised growth rate and total size. Industries have been categorised into four
broad groups: industrial jobs, population serving jobs, knowledge intensive and professional
services, and health and education.

FIGURE 7: LOCATION QUOTIENT WOLLONGONG CITY CENTRE VS ILLAWARRA-SHOALHAVEN
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Source: SGS Economics and Planning, 2018 using Australia Bureau of Statistics, 2011 and 2016. Note: this data relates to
the Wollongong City Centre LEP boundary and lllawarra-Shoalhaven region boundary.

Please note that some small outlying industries have been excluded from the graph, specifically: Agriculture, Forestry and
Fishing; Mining; Manufacturing; and Electricity, Gas, Water and Waste Services.

Industries sitting to the right of the y-axis have location quotients greater than one and are
therefore industries in which Wollongong specialises. The chart shows several industries have
location quotients greater than one, but that a number of these are in decline. The finance
and insurance services industry has the largest location quotient at over 2.5 but has a
negative annualised growth rate. Likewise, the rental, hiring and real estate, and information
and media industries, with the latter having declined by an average of around 10 per cent
year on year.

The chart shows a pattern of decline in knowledge intensive and professional services
industries, ones that Wollongong specialises in compared to the lllawarra-Shoalhaven region,
but growth and emerging specialisation in health and education and population serving
industries, which are the largest employers. There is a general decline in industrial jobs.
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Figure 8 shows the specialisation of Wollongong’s industries relative to Greater Sydney.

FIGURE 8: LOCATION QUOTIENT WOLLONGONG CITY CENTRE VS GREATER SYDNEY
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Source: SGS Economics and Planning, 2018 using Australia Bureau of Statistics, 2011 and 2016. Note: this data relates to
the Wollongong City Centre LEP boundary and Sydney GCCSA.

Please note that some small outlying industries have been excluded from the graph, specifically: Agriculture, Forestry and
Fishing; Mining; Manufacturing; and Electricity, Gas, Water and Waste Services.

The chart shows that compared to Greater Sydney, Wollongong City Centre has a
specialisation in public administration, health care and accommodation and food services.
The City Centre also has a minor specialisation in finance and insurance services.

The growth of and specialisation in Wollongong’s biggest industries, public administration and
safety, health and social services and accommodation and food services, reflect the City
Centre ’s role as a regional capital — providing civic and health services for the entire lllawarra-
Shoalhaven.

Local competitiveness

Shift-share analysis paints a picture of how well the region's current industries are performing
by systematically examining the national, local, and industrial components of employment
change. It provides a dynamic account of total regional employment growth that is
attributable to growth of the national economy, a mix of faster or slower than average
growing industries, and the competitive nature of the local industries. This analysis identifies
those industries that benefit from local competitive advantages and those that suffer from
local growth impediments.

The shift-share analysis includes the following elements:

Expected Change is the rate of growth of the industry at the regional level. This is the
change in a local industry that would be attributable to the growth or decline of the
industry at the benchmark area level.
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Regional Competitive Shift explains how much of the change in each industry is due to
some unigue competitive advantage that the study area possesses, because the growth
cannot be explained by broader trends in that industry or the economy as whole. It is the
total industry growth in Wollongong City Centre minus the expected change in that
industry given the benchmark (lllawarra-Shoalhaven) rates.

A shift-share analysis was conducted for the Wollongong City Centre against the lllawarra-
Shoalhaven region to determine the extent to which job growth can be attributed to unique
local factors and how much is due to regional trends (see Figure 9).

The shift-share analysis indicates Wollongong City Centre does not have a
comparative/competitive advantage in most of its significant industries, including ones
identified as industries of specialisation in the location quotient analysis. The area has a slight
advantage in manufacturing, which declined less than it was expected to, and in education. It
also has an ostensible competitive advantage in utilities and agriculture, but the small
proportion of total employment that these industries account for makes it insignificant.

Based on this analysis, Wollongong City Centre is uncompetitive in health — its largest
established and growing industry. This suggests there may be local barriers preventing its
growth.

FIGURE 9: SHIFT SHARE WOLLONGONG CITY CENTRE VS ILLAWARRA-SHOALHAVEN, 2011-2016
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Self-containment

Wollongong City Centre’s employment profile demonstrates its role as the regional city for
the lllawarra-Shoalhaven and the civic and health services it provides will ensure this role
persists. Nevertheless, despite overall job growth, job self-containment across Wollongong
LGA, the percent of people who live and work in the LGA has declined from 74 per cent in
2011 to 71 per cent in 2016 (refer to Figure 10).
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Industries with the highest job self-containment:

Accommodation and food services (84.8 per cent)
Rental and hiring services (78.8 per cent)
Health care and social assistance (77.5 per cent)

Industries with the lowest job self-containment:

Mining (47.4 per cent)

Utilities (52.0 per cent)

Wholesale trade (56.7 per cent)

Information media and technology (58.4 per cent)

Mitigating some of the negative effects of job leakage, the industries with the highest self-
containment are ones Wollongong specialises in and that account for a significant proportion
of its total employment. The industries with the lowest self-containment account for a small
amount of total employment, are in decline in the area and, except for media and technology,
are low specialisation.

FIGURE 10: SELF-CONTAINMENT 2011 AND 2016
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Source: SGS Economics and Planning, 2018 using Australia Bureau of Statistics, 2011 and 2016. Note: this data relates to
the Wollongong City Centre LEP boundary.

Figure 11 below shows the proportional split between where Wollongong LGA residents work,
arranged by where they lived five years prior (at the time of the 2011 Census). This indicates
that nearly 20 per cent of longer-term residents of the Wollongong LGA travel to Greater
Sydney for work. In terms of residents who moved to Wollongong from Greater Sydney in the
previous 5-years, majority (54 per cent) continued to work in Sydney despite making the
move south. This indicates that Wollongong’s slight downward shift in self-containment is
more likely related to demographics in migration rather than a worsening economic position,
particularly given the continued jobs growth observed in the LGA over this time period.

The most common employment destination in Greater Sydney for Wollongong residents are
the City of Sydney, Sutherland, Campbelltown and Wollondilly.
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FIGURE 11: PLACE OF RESIDENCE IN 2011 AGAINST PLACE OF WORK IN 2016
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which includes Greater Sydney and Central Coast regions

2.4  Economic drivers

Major employers and economic anchors

There are several regionally significant economic activities within or in proximity to the
Wollongong City Centre which exert a substantial influence on the LGA’s economy, and these
activities represent key growth areas which leveraged to create continued growth.

University of Wollongong (UoW)

Aside from being an important source of knowledge and skill development, the University of
Wollongong (UoW) also generates a substantial volume of economic activity in its own right,
providing 4,800 full-time equivalent jobs and contributing approximately $660 million to
Wollongong’s economic output. The lllawarra and Shoalhaven Regional Plan (2015) identifies
a continuing need to assess and manage the provision of student housing in order to facilitate
its continued growth.

UoW'’s Innovation Campus, was established in 2006, plays host to a range of research facilities
within a business park style development approximately three km north of the Wollongong
City Centre. The Innovation Campus contains financial services such as the Commonwealth
Bank and AMP, or civil society groups such as The Benevolent Society and the Cancer Council
of NSW. It appears that the supply of commercial office floorspace within the Innovation
Campus is diverting demand away from the Wollongong City Centre.

Wollongong Hospital and health precinct

The Wollongong Hospital and its surrounding uses are a significant employer both within
Wollongong and the LGA. The hospital recently underwent expansion works with a capital
value of over $100m, including the addition of elective surgical facilities, with new retail
facilities servicing the hospital to replace those removed as part of its expansion.

The Wollongong Private Hospital was completed in early 2016, situated immediately adjacent
and to the west of the public hospital, with plans for further expansion works worth over $45
million having already been submitted by the hospital’s owner.

Economics
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Port Kembla

As identified within the NSW Ports’ 30 Year Master Plan, Port Kembla is NSW’s largest motor
vehicle import hub, largest grain export terminal and second largest coal export port. It is
recognised as an economic driver for the lllawarra-Shoalhaven region.

Port Kembla is an area of significant employment within the LGA, with the Wollongong EDS
noting in 2013 that it sustains 3,863 full-time jobs directly and indirectly. The port is expected
to grow substantially as further redevelopment projects take place, such as the expansion of
the port’s Outer Harbour, in a $700 million redevelopment which is anticipated to quadruple
the port’s bulk cargo trade.

Retail and centres hierarchy across the region

Existing hierarchy of centres

The Wollongong City Centre holds the prime position within the lllawarra’s hierarchy of urban
centres. The presence of major tertiary education and health facilities in conjunction with
strong public transport access (compared to the rest of the lllawarra-Shoalhaven region) and
infrastructure has reinforced this role, and the continued primacy of the centre is owing in no
small part to its role in providing higher order business, civic, recreation, community and
entertainment uses.

There are other lower-order centres within the region which still host a significant amount of
retail floorspace and other services, such as Shellharbour City Centre, Warrawong and Dapto.
While these centres are anticipated to grow, they provide a comparatively lower level of
higher order services and uses (outside of retail functions) than the Wollongong City Centre.

Retail offer

The Review of Illawarra Retail Centres (2014) report prepared by SGS identified that there
was demand for between 73,000 and 85,000 square metres (sqm) of retail floorspace in
Wollongong City Centre by 2031. A large proportion of this demand is provided for by GPT’s
Wollongong Central shopping mall, being approximately 56,600 sgm of retail GFA. There is
are two supermarkets (Woolworths and Aldi) located outside of the Wollongong Central
development, with the remaining retail floorspace typically being in main-street retail
buildings within the city centre or bulky goods retail within the City Centre fringe areas such
as South Wollongong or along the Princes Highway. The study identified around 3,000 sgm of
potential under supply of retail floorspace by 2031 under the high demand scenario.

Residential development and revitalising the city centre

Residential development

Several of the strategic documents identify the intention to increase residential densities
within the study area. Demand for dwellings within the area is currently high, given its
proximity to services, transport, employment, recreation and entertainment. Significant
development has been taking place within the study area, with major projects at the eastern
end of the City Centre adding a significant supply of dwellings, in addition to the development
of residential flat buildings in a dispersed pattern throughout the R1 zoning to the north of
the City Centre.

Across Wollongong LGA, median sales prices for houses have continued to rise since 2012,
however in the last year sales have declined (refer to Figure 12).
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FIGURE 12: MEDIAN SALES PRICES, HOUSES: WOLLONGONG LGA
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Unit prices have similarly rise, however sales have fluctuated (refer to Figure 13). This is likely
due to timing of new developments being completed.

FIGURE 13: MEDIAN SALES PRICES, UNITS: WOLLONGONG LGA
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Sales values within the study area have increased significantly since 2014, with median sales
prices for houses sitting at approximately $870,000, or $560,000 for units. These are higher
than the median sales values for the whole LGA.

Night time economy

Growth within the night time economy in recent years has seen the addition of new small
bars and restaurants, or the extension of trading hours for existing premises; however,
several documents note that a lack of residents within the City Centre is contributing to a lack
of activity outside of office hours. Whilst increases in residential densities within the city
centre will contribute to the population base who utilise the area in the evening, growth
should be carefully managed to avoid potential land use conflicts given the inherent
sensitivity of residential development.

Potential also exists to accommodate the growth of the University of Wollongong in
conjunction with achieving greater activation through providing a greater proportion of the
University’s student housing within the Wollongong City Centre. The provision of a variety of
residential dwellings for students, health workers and seniors within Wollongong City Centre
is an objective within the Illawarra-Shoalhaven Region Plan.

Public spaces

Council is also seeking to facilitate growth within the City Centre through the creation of
higher quality, walkable spaces which are pedestrian friendly and at a human scale. The
development of the city centre should be reflective of the need to concentrate activity within
a compact area, at a scale which is comfortable and respects the natural setting of the city
and is well connected with a high level of amenity for active and public transport.

2.5 Forecast growth

According to NSW Transport and Performance Analytics (TPA) Travel Zone Projections
(TZP16)*, employment across the Wollongong City Centre is projected to increase from
almost 25,000 jobs in 2016 to over 32,000 jobs by 2036. Employment in education and
knowledge and professional services (including administrative and support services,
processional services and administrative and support services) is forecast to grow and
industrial jobs are forecast to decline (see Figure 14).

Forecasts show that many of Wollongong’s current industries of specialisation will continue to
grow, including health, public administration, finance, and accommodation and food services.
Action will be required to attract industries which have been declining locally such as
professional services.

4 Transport Performance and Analytics (2017), Transport for NSW,
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FIGURE 14: FORECAST EMPLOYMENT GROWTH BY INDUSTRY, 2016-36
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Source: SGS Economics and Planning, 2018 using NSW Transport and Performance Analytics (TPA) Travel Zone Projections
(TZP16)°. Note: this data relates to the Wollongong City Centre LEP boundary.

2.6  Key findings and implications

Wollongong is the regional capital of the lllawarra-Shoalhaven. It is the civic and economic
heart of the Illawarra region. Proximity to Sydney provides opportunities for residents and
potential connections for local businesses. However, there is significant job leakage with
residents commuting to Sydney for work and self-containment has declined from 74 per cent
in 2011 to 71 per cent in 2016.

There are several economic nodes across Wollongong including Wollongong Hospital and
health precinct, University of Wollongong and Wollongong Innovation Campus. Greater
physical and economic links between these economic anchors will be important in driving
economic growth across the Wollongong LGA. It is important that the role of Wollongong City
Centre in the context of these nodes is clear and a strong vision will assist in promoting this.

As of 2016, Wollongong City Centre contains over 21,000 jobs, which is 27 per cent of jobs
across the Wollongong LGA. The four largest industries of employment area health care (26
per cent), public administration (16 per cent), accommodation (11 per cent) and retail (9 per
cent).

Employment is forecast to grow by an additional 7,000 jobs by 2036°. Forecast growth is
primarily across population serving industries such as health and education. These are
industries which generally forecast to grow across NSW. There is limited local specialisation or
competitive advantage driving growth which is a significant barrier to Wollongong City Centre
become a strategic employment centre. These issues should be addressed by the updated
EDS.

Residential is the most active property market in the Wollongong City Centre. This has the
potential to constrain future commercial development if majority of sites have been
developed as residential strata with multiple owners (which would make acquisition and

°> Transport Performance and Analytics (2017), Transport for NSW,
https://opendata.transport.nsw.gov.au/dataset/employment-projections

6 The variation in employment numbers in 2016 is due to the data source. TPA forecasts for 2016 are higher than the ABS
Census figure for 2016.
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redevelopment difficult) or if residential development ‘prices’ out commercial development.
This highlights the need to understand development capacity, particularly feasible

development capacity.

The trends observed highlight the need for the role of the Wollongong City Centre to be
clearly articulated, particularly its economic role and function. The City Centre continues to
play a strong role as the administrative and civic centre for the lllawarra-Shoalhaven region.
However, its action is required to change the trajectory of the City Centre, to attract
commercial investment and grow strategic employment as well as population serving

industries.

A broad assessment of Wollongong City Centre has been conducted against the 10 success
factors identified above (refer to Table 3). This assessment highlights that Wollongong City
Centre has all the foundations for a successful regional city, however these need to be better
leveraged to attract commercial investment and employment.

TABLE 3: ASSESSMENT OF WOLLONGONG CITY CENTRE AGAINST KEY SUCCESS FACTORS

Success factors

Broad assessment

A strategic location within a growing
economy

= Population of Wollongong LGA is growing which has resulted in

strong growth in population serving industries

Located in close proximity to Greater Sydney which has led to
increase in population but significant proportion of residents
travel to Greater Sydney for employment

Pre-existing business locations
occupied by successful firms

Wollongong City Centre over 21,000 jobs within a number of
other major employment anchors located in close proximity

A significant gap is large-scale professional and financial services
firms

A supply of quality, skilled labour

There is a supply of quality skilled labour, however the majority of
these workers are employed in Greater Sydney and not locally

Infrastructure that binds the centre
internally and links it externally

Links externally include rail, road, bus and cycling infrastructure

Links internally could be improved, particularly physical
connectivity between major nodes within the Wollongong City
Centre

Competitive place-based assets

Access to waterfront and open space is a significant asset for
Wollongong City Centre

Local and external customer bases to
ensure robust supply chains

There appears to be a concentration of local population serving
industries and businesses

Port Kembla plays a significant role in supporting regional,
national and international supply chains

Business support for the centre

Some business support but majority of investment has been
residential.

Government support for the centre

NSW Government and Wollongong City Council jointly support the
growth of Wollongong as a major commercial centre

Strong links between the regional
centre and its civic/cultural life

Some existing foundations. This has not been reviewed in detailed
as part of this study.

A spatial metaphor to drive the
regional centre forwards.

A City of People provides the foundation for a spatial metaphor

Source: SGS Economics and Planning, 2018
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3. CAPACITY ASSESSMENT

3.1 Maximum theoretical capacity

Approach

The first of two measures utilised to determine the existing capacity within the study area,
the maximum theoretical capacity is a hypothetical measure which provides an indication of
what could be delivered if all available land within the study area was redeveloped to the
maximum permissible level under current planning controls. It is important to note that it is
highly unlikely to achieve such a high development yields in practice, as such measures does
not factor in the feasibility of development nor the functionality of existing improvements.

For example, it is unlikely that a building will be demolished in order to achieve only a 5 per
cent uplift in floorspace yield. However, it is necessary to consider capacity at the maximum
amount theoretically possible to understand the impact of planning controls on development.

Certain sites within the study area were identified to be constrained and were excluded from
the analysis. Further detail on this, as well as other technical aspects of the analysis, can be

found in Appendix A: Capacity and feasibility technical method.

Results

The Wollongong LEP 2009 (WLEP 2009) permits residential uses in a wide range of zones
present within the study area. Therefore, the maximum theoretical capacity within the study
area may look quite different depending on whether residential or commercial floorspace is
pursued to a greater extent. Two scenarios have been developed for this analysis:

The theoretical maximum residential scenario
The theoretical maximum commercial scenario

The results of the modelling are displayed in Table 4 and Figure 15.

TABLE 4: MAXIMUM THEORETICAL CAPACITY RESULTS

Theoretical Theoretical

Maximum Maximum

Residential Commercial
Land Use Existing Supply Scenario Difference Scenario Difference
Residential 260,000 m? 904,000 m? 644,000 m? 151,000 m? -109,000 m?
Commercial 365,000 m? 144,000 m? -221,000 m? 1,332,000 m? 967,000 m?
Retail 156,000 m? 299,000 m? 143,000 m? 299,000 m? 143,000 m?
Other 72,000 m? 70,000 m? -2,000 m? 70,000 m? -2,000 m?

Source: SGS Economics and Planning, 2018
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FIGURE 15: MAXIMUM THEORETICAL CAPACITY RESULTS
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Source: SGS Economics and Planning, 2018
To put the above floorspace numbers in terms of dwellings and jobs, a high-level conversion
has been conducted using an average dwelling size of 100 sqm, and an average job to floor

space ratio of 30 sgm and 35 sgm for commercial/other and retail floorspace respectively.
The results are displayed below in Table 5.

TABLE 5: MAXIMUM THEORETICAL CAPACITY — JOBS/FLOOR SPACE

Average dwelling  Theoretical Maximum Theoretical Maximum

Land Use size/ job to FS ratio  Residential Scenario  Commercial Scenario
Residential (dwellings) 100 m? 9,050 1,500
Commercial (jobs) 30 m2 4,800 44,400
Retail (jobs) 35 m? 8,550 8,550
Other (jobs) 30 m2 2,350 2,350
Total jobs - 15,700 55,300

Source: SGS Economics and Planning, 2018

Both scenarios display a theoretical capacity figure that is substantially higher than current
supply of floorspace, which indicates that the planning controls currently allow for a
particularly significant amount of floorspace to be developed.

When testing the maximum theoretical capacity, a mismatch between the maximum FSR and
height controls was observed within parts of the study area, with the maximum FSR being
reached before the height limit for nearly all sites tested.

In the theoretical maximum residential scenario, 22 per cent of sites achieved heights within
20 per cent of the maximum allowed under the controls, and a further 22 per cent of sites did
not achieve more than 20 per cent of the total height allowed. This distribution is displayed in
Figure 16.

Similar results were observed within the theoretical maximum commercial scenario, however
the mismatch observed herein was slightly greater’. In this scenario, 18 per cent of sites

7 This is owing to the higher site coverage assumptions used for commercial floorspace (contained in Table 17 on page 44
of this report). For further information, please refer to the technical appendix of this report beginning on page 42.
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achieved heights within 20 per cent of the maximum, and 45 per cent of sites did not achieve
more than 20 per cent of the total height allowed. This distribution is displayed in Figure 17.

FIGURE 16: MAXIMUM THEORETICAL CAPACITY - PROPORTION OF HOB CONTROL ACHIEVED
(THEORETICAL MAXIMUM RESIDENTIAL SCENARIO)
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Source: SGS Economics and Planning, 2018

FIGURE 17: MAXIMUM THEORETICAL CAPACITY - PROPORTION OF HOB CONTROL ACHIEVED
(THEORETICAL MAXIMUM COMMERCIAL SCENARIO)
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3.2 Maximum feasible capacity

Approach

An assessment of feasible capacity was conducted to examine the likelihood that this capacity
will be taken up. This requires development to be financially feasible. Refer to Appendix A:
Capacity and feasibility technical method, for a more detailed explanation of the assumptions.

Each site within the study area was tested, initially with the built form observed in the
maximum commercial scenario above (as under current planning controls), with the mix of
residential to non-residential floorspace then being shifted in 10 per cent increments until the
split used for the maximum residential scenario was reached. This has allowed to gain an
indication of the mix of residential and non-residential floorspace required for the
development to be feasible on each site.

Each increment (including the two maximum theoretical scenarios above, for a total of 11) is
referred to herein as a position. To clarify:

A parcel of land at Position 0 has the same floorspace as the theoretical maximum
commercial scenario outlined above.

A parcel of land at Position 10 has the same floorspace as the theoretical maximum
residential scenario outlined above.

A parcel of land at Position 4 has the same floorspace as the theoretical maximum
commercial scenario outlined above, plus/minus 40 per cent of the difference
between the theoretical maximum commercial scenario and the theoretical
maximum residential scenario.

FIGURE 18: CAPACITY ASSESSMENT - MAXIMUM FEASIBLE CAPACITY METHOD (1 OF 2)
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Source: SGS Economics and Planning, 2018

Further detail on the technical aspects of this segment of the analysis can be found in
Appendix A: Capacity and feasibility technical method.

Results

Similar to the maximum residential and the maximum commercial scenarios above, the
maximum feasible capacity has been divided into two scenarios. A site which is feasible at any
Position is included in the capacity figure for both scenarios, however the specific scenarios
differ on which Position they select based on the criteria:

The maximum capital yield scenario
This scenario takes the Position for each site which is both financially feasible, and
which generates the highest capital return. Given the increased profitability of
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residential development, this scenario is comprised entirely of sites in Position 10
(the theoretical maximum residential scenario).

= The maximum commercial yield scenario
This scenario takes the Position on a given site which is both financially feasible, and

which yields the highest amount of commercial floorspace. This results in sites being
selected at a mixture of Positions based on the specific influences on their feasibility.

The results of the modelling are displayed below in Table 6 and Figure 19.

TABLE 6: MAXIMUM FEASIBLE CAPACITY RESULTS

Maximum Maximum
Capital Yield Commercial
Land Use Existing Supply Scenario Difference Yield Scenario Difference
Residential 260,000 m? 525,000 m? 265,000 m? 473,000 m?2 213,000 m?
Commercial 365,000 m? 320,000 m? -45,000 m? 399,000 m? 34,000 m?
Retail 156,000 m? 239,000 m? 83,000 m? 239,000 m? 83,000 m?
Other 72,000 m? 70,000 m? -2,000 m? 70,000 m? -2,000 m?

Source: SGS Economics and Planning, 2018

FIGURE 19: MAXIMUM FEASIBLE CAPACITY RESULTS
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Source: SGS Economics and Planning, 2018

To put the above floorspace numbers in terms of dwellings and jobs, a high-level conversion
has been conducted using an average dwelling size of 100 sgm, and an average job to floor
space ratio of 30 sgm and 35 sgm for commercial/other and retail floorspace respectively.

The results are displayed below in Table 7.
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TABLE 7: MAXIMUM FEASIBLE CAPACITY —JOBS/FLOOR SPACE

Average dwelling Maximum Maximum
size/ job to FS Capital Yield Commercial
Land Use ratio Scenario Yield Scenario
Residential (dwellings) 100 m? 5,250 4,750
Commercial (jobs) 30 m? 10,650 13,300
Retail (jobs) 35 m? 6,850 6,850
Other (jobs) 30 m? 2,350 2,350
Total jobs - 19,850 22,450

Source: SGS Economics and Planning, 2018

The maximum capital yield scenario is more likely to be reflective of the built form outcome
pursued by private developers within Wollongong, as they seek to maximise returns on their
projects by providing the maximum amount of residential floorspace possible.

Within the maximum commercial yield scenario, the mix of non-residential and residential
floorspace varies on a site to site basis. This reflects the estimated amount of residential
floorspace that would be required within sites to make them feasible. In cases where
development is only marginally feasible, no commercial floorspace is included on the site.
Figure 20 displays the distribution of sites and floorspace yield at the position under this
scenario. The largest amount of commercial floorspace will be delivered under a high
residential scenario (‘Position 8’). This indicates that commercial floorspace requires
significant cross-subsidisation from residential floorspace.

FIGURE 20: MAXIMUM COMMERCIAL YIELD SCENARIO - DISTRIBUTION OF POSITIONS AND FLOORSPACE
YIELD
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Source: SGS Economics and Planning, 2018

It should be noted that the maximum theoretical capacity produces results which have a
dramatically higher yield of floorspace than that which has been assessed as being feasible for
development. Only a small proportion of sites tested were identified as being feasible for
redevelopment, being 36 per cent of unconstrained sites (or 20 per cent of total sites in the
study area).
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Figure 21 below displays a comparison between the maximum theoretical capacity and the
maximum feasible capacity results. Please note that as two scenarios have been modelled
within each assessment, the scenario which has the higher yield for that type of floorspace
has been selected, as listed in the table immediately below the figure.

This indicates that the current planning controls within the study area permit a development

capacity that is significantly greater than what is likely to be delivered under the current
market conditions. This is particularly so for commercial floorspace, wherein only four per

cent of the increase in floorspace yield under the maximum theoretical amount is found to be

feasible. The 41 per cent achievable for residential floorspace, again indicates that the
planning controls permit far more than what is practical for the study area.

FIGURE 21: COMPARISON OF MAXIMUM FEASIBLE CAPACITY AND MAXIMUM THEORETICAL CAPACITY
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3.3 Key findings and implications

The findings set out below pertain only to the modelling conducted in this section, which was
used as an interim step to inform the development of this document and the Urban Design
Framework, developed concurrently by Architectus and Andrew Burns Architecture.

There is substantial capacity for development within the study area based on the existing
planning controls. However, the feasibility analysis has highlighted that only a small
proportion of this capacity is feasible based on the current market, being 41 per cent of uplift
for residential floorspace or four per cent of uplift for commercial floorspace.

The planning controls allow for a built form which is much greater than the current market is
delivering. Given that the maximum theoretical capacity is determined overwhelmingly by the
FSR control, the maximum building height controls are in excess of this level by another
significant margin. Planning controls are not identified as a constraint on capacity as a result.

Under the maximum capital yield scenario (likely development outcome), a net loss of 45,000
sgm of commercial floorspace is observed. This is a significant issue as commercial floorspace
is required to support the economic role of the Wollongong City Centre.

Commercial development is only marginally feasible, requiring cross subsidisation with
residential development, as evidenced by the high proportion of floorspace found to be
feasible in ‘Position 8’ (see Figure 20 above).

The net increase in commercial floorspace which could be attainable (34,000 sgqm) under the
maximum commercial yield scenario is limited and will be unable to meet forecast increases
in demand over the medium term. Intervention is required to promote growth and highlights
the need for potential incentives or levers to be considered that could address these
feasibility constraints.

The significant increase in residential activity risks detracting from the character of the
Wollongong City Centre as a business area, and by extension making it more difficult to
attract commercial activity. Competition between commercial and residential development is
considered to be an issue. Land values have potentially been inflated by the permissibility of
residential development making straight commercial development unfeasible. These trends
may warrant consideration of a commercial core zone in which residential development is
prohibited or restricted.
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4. FORECAST GROWTH

4.1 Commercial floorspace

NSW TPA projections® have been used to identify the growth of employment within the study
area, by ANZSIC 1-digit industry classification. Across the study area, there is projected to be
demand for an additional 5,300 jobs between 2016 and 2036 (refer to Table 8).

Growth is projected in public administration, professional services, health and finance and
insurance services. Action will be required to attract industries which have been declining

locally such as professional services.

TABLE 8: EMPLOYMENT FORECASTS: STUDY AREA

Industry 2016 2021 2026 2031 2036 2016-36
Agriculture, Forestry and Fishing 8 7 7 7 7 -1
Mining 22 22 22 22 22 1
Manufacturing 182 157 138 126 121 -61
Electricity, Gas, Water and Waste Services 11 10 10 11 11 0
Construction 506 527 545 566 594 87
Wholesale Trade 128 130 126 122 120 -7
Retail Trade 2,285 2,378 2,416 2,483 2,548 262
Accommodation and Food Services 1,996 2,053 2,106 2,174 2,244 248
Transport, Postal and Warehousing 369 360 339 286 284 -84
Information Media and Telecommunications 529 545 549 555 553 24
Financial and Insurance Services 2,143 2,368 2,546 2,746 2,973 830
Rental, Hiring and Real Estate Services 572 610 639 667 698 126
Professional, Scientific and Technical Services 1,897 2,159 2,340 2,556 2,797 900
Administrative and Support Services 933 990 1,022 1,062 1,108 175
Public Administration and Safety 3,649 4,012 4,330 4,622 4,950 1,302
Education and Training 1,026 1,129 1,233 1,338 1,441 416
Health Care and Social Assistance 1,989 2,192 2,402 2,622 2,852 863
Arts and Recreation Services 285 315 343 373 404 119
Other Services 722 752 769 791 820 97
Total 19,251 20,717 21,882 23,129 24,547 5,297
Source: NSW Transport Performance and Analytics, 2016
Note: Travel Zones included in study area are 5643, 5646, 5647 and 5649
8 Transport Performance and Analytics (2017), Transport for NSW,
https://opendata.transport.nsw.gov.au/dataset/employment-projections
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This employment was distributed across broad floorspace categories using the data collected
during the land audit (conducted as part of the capacity assessment set out in Section 3). This
was then converted into floorspace using typical job to floorspace ratios.

Based on this analysis, there is considered to be demand for an additional 120,000 sgm of
commercial floorspace over the next 20 years.

The classification of commercial floorspace is based on the coarse land use categories

collected through the land audit includes commercial floorspace within a range of building
typologies such as offices above a retail shopfront as well as purpose-built, A-Grade office
floorspace. There is likely to be demand for a range of floorspace at different price points.

4.2 Residential floorspace

Residential floorspace forecasts have been derived from demographic forecasting conducted
by Forecast.id. According to population projections by Forecast.id, the population of study
area will increase by 3,459 people by 2036 and this will drive demand for an additional 1,950
dwellings in the study area by 2036°. This equates to a household size of 1.8 persons per
dwelling.

At an average dwelling size of 100 sgm per dwelling, there is considered to be demand for an
additional 195,000 sgm of residential floorspace. This average dwelling size has been derived
from consultation with property agents regarding the typical size of a two-bedroom
apartment within the study area.

The forecast increase in demand for residential floorspace of 195,000 sgm may vary
depending on the type and size of dwellings provided within new developments within the
study area and does not take into account space within the building required to
accommodate circulation, parking, common areas, or other such floorspace.

4.3 Retail floorspace

The Wollongong Retail Centres Study, prepared for council in 2004, provided forecasts for
retail floorspace out to 2015. As this time period has now passed, this study is considered to
be outdated. The most recent, and relevant, retail study was the Review of lllawarra Retail
Centres, prepared by SGS for the NSW Department of Planning and Infrastructure in 2014.

The Review of Illawarra Retail Centres included retail modelling for all major centres within
the lllawarra, including Wollongong, with forecasts extending to 2031 (refer to Figure 22).

The study forecast a demand for between 73,000 sgm and 98,000 sqm of retail floorspace in
Wollongong by 2031. At the time of the study, there was 77,000 sgm of retail floorspace
within the centre. The extension to GPT’s Wollongong Central shopping mall provided an
additional 18,000 sgm of retail floorspace, bringing the total retail floorspace to 95,000 sgm.
Therefore, under a high scenario, there was considered to be a potential undersupply of retail
floorspace of 3,000 sqm by 2031.

2 An additional 1,950 dwellings is equivalent to 14 Oxford On Crown Wollongong developments (at 135 apartments each)
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FIGURE 22: ILLAWARRA FLOORSPACE DEMAND ESTIMATIONS, 2031

Centre Demand forecasted — 2031 Current plus Level of over/under  Centre capacity
- T
Albion Park* 28,000 m? 38,000 m? 37,000 m? -1,000 m? 38,422 m?
Carrimal 26,000 m? 35,000 m? 28,000 m? -7,000 m? 45,222 m?
Dapto 34,000 m? 46,000 m? 37,000 m? 9,000 m? 526,480 m?
Fairy Meadow 34,000 m? 46,000 m? 35,000 m? -11,000 m? 67,312 m?
Figtree 31,000 m? 41,000 m? 33,000 m? -8,000 m? 2,047 m?
Gerringong 7,000 m? 9,000 m? 7,000 m? -2,000 m? 112,028 m?
Helenshurgh 7,000 m? 9,000 m? 7,000 m? -2,000 m? 57,834 m?
Kemblawarra 57,000 m? 76,000 m? 58,000 m? -18,000 m? 48,642 m?
Kiama 16,000 m? 22,000 m? 17,000 m? -5,000 m? 231,552 m?
Nowra 53,000 m? 72,000 m? 57,000 m? -15,000 m? 644,094 m?
Daks Flat 6,000 m? 2,000 m? 6,000 m? 2,000 m? 46,339 m?
Shellharbour City Centre 60,000 m? 81,000 m? 100,000 m? 19,000 m? 328,802 m?
Shellharbour Village 5,000 m? 6,000 m? 5,000 m? -1,000 m? 47,866 m?
South Nowra 20,000 m? 27,000 m? 20,000 m? -7,000 m? 113,412 m?
Thirroul 10,000 m? 14,000 m? 11,000 m? -3,000 m? 55,173 m?
Ulladulla 36,000 m? 48,000 m? 38,000 m? -10,000 m? 297,067 m?
Unanderra 15,000 m? 20,000 m? 16,000 m? 85,090 m?
Warilla Grove 23,000 m? 32,000 m? 25,000 m? 84,106 m?
Warrawaong 51,000 m? 69,000 m? 56,000 m? 427,185 m?
Wollongong 73,000 m? 92,000 m? 95,000 m? 516,048 m?
Woonona 17,000 m? 23,000 m? 18,000 m? -5,000 m? 28,823 m?
Total 609,000 m? 820,000 m? 722,000 m? -114,000 m? 3,863,044 m?

Source: SGS Economics and Planning, 2014

It is possible that the current retail system is in balance. This means future population growth
in the catchment will drive demand for additional floorspace (all other things being equal). In
lieu of an updated retail study, a high-level estimation of potential retail demand has been
completed.

A retail catchment for Wollongong was estimated. For this catchment, the population
forecast was extracted and use to estimate future demand based on current per capita
provision of retail floorspace. Within the catchment, there is forecast to be an additional
6,000 residents. There is currently provision of three sqm of retail floorspace per person
within this retail catchment. Based on this, there is potentially demand for an additional
18,000 sgm of retail floorspace over the next 20 years.

Therefore, there is forecast to be demand for an additional 3,000 to 18,000 sqm of retail
floorspace within the study area over the next 20 years.

Retail forecasts are best produced through modelling that considers population and per
capita expenditure change in the context of the local retail system. A retail study would
consider demand by type of retail floorspace and identify whether current provision is
suitable given the existing and future demand profile. It is recommended that an updated
retail study be undertaken to provide a more accurate estimation of retail demand and better
inform recommendations of potential growth in floorspace.

(‘j’ SGS Wollongong City Centre Planning Review: Economic Analysis 32
Economics

& Planning



y

SGS

Economics
& Planning

4.4

Key findings and implications

Across the study area, there is projected to be demand for:

An additional 120,000 sgm of commercial floorspace
An additional 195,000 sgm of residential floorspace
An additional 3,000 — 18,000 sgm of retail floorspace.

Table 9 below displays the forecast growth in demand in comparison to the two feasible
capacity scenarios above, with a forecast gap in provision displayed for each scenario.

TABLE 9: FORECAST FLOORSPACE SUPPLY/DEMAND RELATIONSHIP (2036)

Change under

Change Under

Maximum Gap Maximum Gap
Projected Capital Yield (Oversupply / Commercial (Oversupply /
Land Use Demand Scenario Undersupply) Yield Scenario Undersupply)
Residential 195,000 m? 265,000 m? 70,000 m? 213,000 m? 18,000 m?
Commercial 120,000 m? - 45,000 m2 - 165,000 m? 34,000 m? - 86,000 m?
Retail (high) 18,000 m? 83,000 m? 65,000 m? 83,000 m? 65,000 m?
Retail (low) 3,000 m? 83,000 m? 80,000 m? 83,000 m? 80,000 m?

Source: SGS Economics and Planning, 2018

Demand for commercial floorspace significantly exceeds feasible capacity (under the current
market conditions). It is anticipated that feasible capacity will be equal to demand within the

medium-term. Under the maximum commercial scenario, there is estimated to be a shortfall
of 86,000 sgqm of commercial floorspace by 2036. Under the maximum capital yield scenario,

identified as the most likely outcome given its increased profitability, there is projected to be

an undersupply of 165,000 sgm.

Both of these scenarios will likely result in increased commercial rents within the study area,
and potentially displacement of jobs growth to other areas (e.g. Innovation Campus). This
requires actions to improve feasibility in order for these base growth projections to be

achieved.

Conversely, the feasible capacity for residential development is significantly higher than
projected demand (under current market conditions). The profitability of residential
development under current market conditions means that this is a likely outcome. This could
potentially result in the ‘crowding-out’ of commercial uses, highlighting the potential need for
a commercial core zone where residential development is restricted.

Identified retail demand is relatively low. There is potential for an oversupply of inadequate
retail floorspace with the provision of ground-floor retail across the B3/B4 zones under the
current active frontage policy. A retail study is required to more accurately estimate demand

and supply across the local retail system.

Wollongong City Centre Planning Review: Economic Analysis
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5. DEVELOPMENT FEASIBILITY

5.1 Method

Development feasibility is typically assessed by comparing the residual land value (RLV) to the
existing or next highest value for a site. The RLV can be thought of the maximum amount a
rational developer would pay for a development site. RLV is estimated by deducting all
development costs, including profit and risk, from anticipated revenues. The amount leftover
from the equation — the residual — is capitalised into the value of the land. This is shown
conceptually in Figure 1.

A hypothetical development is deemed feasible if the RLV is sufficient to entice the current
landowner to sell their site for redevelopment. What is deemed ‘sufficient” will vary from site
to site and from land owner to land owner. The price that is acceptable is a function of the
existing use value, market conditions and land seller motivation.

FIGURE 23: RESIDUAL LAND VALUE APPROACH TO VALUING LAND

T -

Developers margin
for profit and risk — Development costs

Charges and taxes

Gross return from

Construction,
Sales and/or rent

marketing
and finance
costs

Source: SGS Economics and Planning, 2018

A number of inputs are ‘fed’ into the feasibility testing process in order to ‘model’ the
financial cash flows which underpin development’s costs and revenues. The inputs and
assumptions apply to each development. These assumptions have been included on page 56
in Appendix A: Capacity and feasibility technical method (Table 19 and Table 20). The same
assumptions for costs and revenues have been utilised across both the feasible capacity
analysis in Section 3.2 above and the site specific development feasibility analysis in this
section, however the built form options on each site differ between the two analyses.

It should be noted that the assessment of development feasibility is based on current market
conditions, and does not account for changes in the market in the future.
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5.2  Site specific feasibility testing

Five sites were selected for detailed examination including built form and feasibility testing.
These sites are described in Figure 24.

FIGURE 24: SITE LOCATIONS AND CHARACTERISTICS

Site details Council controls Characteristics Recommendations
Size Frontage Current land use Zoning Height |Ownership Heritage Flood Fronis open Laneway Infil DA activity Jan Gehl Type
({m?) (m) (m) ix prone space ** Precinct .
@ | 3828 40 Local retail B3Comm 120 Private xR P4 = x X PX4 Rail Arrival Catalyst to
centre and motel Core (strata) rail entry
@ | 12482 188 Retail & B3 Comm 48,60, | Private v xR X X x v Western Crown  Catalyst
commercial Core 120
@ | 3504 51 Vacant building | B3 Comm 16 Private v P4 v v >4 v Crown St Mall &  Catalyst
Core McCabe Park
@ | 2022 36 Motel and retail | B3 Comm 32 Private v ® = v v =% Lower Crown St Typical
Core
e 2,029 20 Takeaway food B4 Mixed 24 Private P4 X x P4 P4 P4 Foreshore Typical/
premises Use catalyst

Source: Architectus, 2018

The built form outcomes tested were developed to be compliant with the planning controls,
aiming to achieve as close to the permissible heights and FSRs as possible.

Results of the feasibility testing is displayed in Table 10. The built form tested on each site is
summarised along with the modelled RLV.

The feasibility ratio contained within the table (second row from the bottom) is utilised to
determine whether a project is feasible, being the modelled RLV divided by the estimated
acquisition cost of the land. A ratio of 1 or above indicates that the project is feasible, while a
ratio below 1 indicates that the project is not feasible.

TABLE 10: SITE SPECIFIC FEASIBILITY TESTS AND RESULTS

Site No. Site 1 Site 2 Site 3 Site 4 Site 5
Number of storeys 21 26 11 9 10
Office (GFA; sqm) 4,775 24,069 3,240 1,930 -
Retail (GFA; sqm) 4,775 10,450 3,240 1,930 200
Total Dwellings 251 476 142 82 36
1BR Dwellings 68 129 38 22 10
2BR Dwellings 145 276 82 48 21
3BR Dwellings 38 71 21 12 5
Parking Spaces 427 1,027 258 151 44
RLV $2,922,000 -$29,327,000 $1,442,000 -$1,152,000 $2,265,000
Feasibility Ratio 0.10 -0.38 0.03 -0.19 1.26
Feasible? No No No No Yes

Source: SGS Economics and Planning, 2018

The development outcomes tested across sites 1 to 4 are not feasible, however the outcome
tested on site 5 is feasible. Sites 2 and 4 both produce a negative RLV, indicating that the
development would be making a loss without the direct costs associated with the purchase of
land being considered. Sites 1 and 3 produce a positive RLV but are not feasible, which
indicates that while the development would return a profit, this amount would not be enough
to cover the estimated acquisition costs of the land.
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In order for the options tested above to become feasible, shifts within market conditions are
required (for example an increase in market rents or sales values). Should such circumstances
arise, the costs of land acquisition may present a barrier to the development of these sites,
given that the estimated costs are particularly high for sites within the study area, particularly
those which host well tenanted buildings.

There is also potential that highly permissive planning controls are artificially inflating the
sales price of various items of land, via the perception that yields would be able to be realised
(despite development to the full level of the controls being unfeasible on the vast majority of
sites). This highlights the potential need for a commercial core to prevent speculation.

5.3 Commercial built form options

Significant demand in commercial floorspace is projected for study area. However, the
commercial development options tested above are considered to be unfeasible under the
current market conditions.

Architectus has prepared a number of alternative built form options that more closely reflect
the vision for the study area. The feasibility of these options has been tested to understand
the potential levers or actions that could be introduced to promote a built form that is aligned
with the vision.

Three commercial built forms have been tested, having been developed as hypothetical
scenarios without reference to the current planning controls:

Option 1: 6,885 sgm GFA (six storeys with 850 sqm floorplate)

Option 2: 8,339 sgm GFA (six storeys with 1,085 sqm floorplate)

Option 3: 5,292 sqm GFA (eight storeys — six storey street wall and two storey setback -
with 1,011 sgm and 906 sqm floorplates).

The development outcomes and feasibility results are detailed in Table 11. All three
commercial development options are not feasible under the current market conditions. This
is expected as there is no residential development incorporated within these options to
subsidise the commercial floorspace.

TABLE 11: COMMERCIAL BUILT FORM FEASIBILITY TESTS AND RESULTS

Built form option: Option 1 Option 2 Option 3
Number of storeys 6 8 6
Office (GFA; sqm) 6,885 8,339 5,292

Retail (GFA; sqm) - - -

Total Dwellings - - -

Parking Spaces 115 139 88

RLV -$7,121,000 -$8,557,000 -$5,593,000
Feasibility Ratio -0.58 -0.65 -0.46
Feasible? No No No

Source: SGS Economics and Planning, 2018
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5.4  Sensitivity testing

A number of sensitivity tests have been conducted to test feasible outcomes by altering
development parameters. Sensitivity tests assist in identifying potential threshold sales prices
or yields for feasible development and provide an indication of the market conditions
required for development feasibility. It also helps to identify any Council actions that could be
introduced to simulate development feasibility.

The following inputs into the feasibility model can be altered:

Development parameters (i.e. the amount of floorspace and land uses)
Parking requirements and costs

Land acquisition costs

Construction contingency

Professional fees

Development contributions

DA fees

Finance costs

Developer profit

Sales revenue/rents

Sales commission, marketing and legal fees

However, it is important that adequate justification or evidence is provided for altering these
inputs. Nine sensitivity tests have been conducted for each of the new commercial built form
options (refer to Table 12). The tests were identified based on what can be influenced or
altered by Council and justification has been provided. It is recognised that Council does not
require parking to be underground but under the Development Control Plan encourages it to
be provided underground where feasible.

Changes in land value were not tested. Changes in land cost do not change the RLV of a
project. However, they can change the feasibility ratio if the project has a positive RLV. Since
none of the projects have a positive RLV, this was not included as a specific sensitivity test. In
addition, if a development had a positive RLV, this would represent the value of the land.

These sensitivity tests do not take account of any reduction in the market value of a property
due to a reduced provision of on-site parking. Such a reduction could decrease the value of a
property, and the quantification of these impacts would require further study before they can
be included. The tests are also limited in that they do not consider design implications or
costs, e.g. including parking within the podium levels of a building.
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TABLE 12: SENSITIVITY TEST DESCRIPTIONS

Test Description Justification
1 Development ® Areduction in the Section 7.12 (formerly 94A) = Council sets development
contributions development contributions levy to 1%, down from contribution rates

the current 2%.

2 Developer = Areduction in the developer’s profit margin to 15% = Council can influence and alter

profit (down from 20%) to simulate lower risk associated the DA process which could
with a project (through support from council impact risk
through the DA process).

3 Carparking * 50% reduction in parking on-site, with a = Council can alter parking
contribution of $25,000 made per space (for requirements for development
provision of public parking off-site). and contributions

4 Carparking ® 50% reduction in parking on-site, with no = Council can alter parking
contribution made. requirements for development

5 Carparking ® Parking provided at the cost of multi-storey car park = Council can alter parking
(as a proximate measure for parking within the requirements for development
podium of a development).

6 Carparking = 50% reduction in parking on-site, with a = Council can alter parking
contribution of $25,000 made per space (for requirements for development
provision of public parking off-site). and contributions

= Parking provided at the cost of multi-storey car park
(as a proximate measure for parking within the
podium of a development).

7 Carparking * 50% r_edu‘ction in parking on-site, with no . Coun_cil can alter parking
contribution made. requirements for development

= Parking provided at the cost of multi-storey car park
(as a proximate measure for parking within the
podium of a development).

8 Carparking *® 50% reduction in parking on-site, with no = Council can alter parking
A contribution made. requirements for development
reductionin " Parking provided at the cost of multi-storey car park = Council can influence and alter
rofit (as a proximate measure for parking within the the DA process which could
P podium of a development). impact risk

= Areduction in the developer’s profit margin to 15%
(down from 20%) to simulate lower risk associated
with a project (through support from council
through the DA process).

9 Construction = Required reduction in base construction costs to = This is out of the control of

achieve feasibility. Council. This was tested to
understand the extent to
which construction costs are
impacting feasibility

costs

Source: SGS Economics and Planning, 2018

The results of the sensitivity testing across the three commercial options is detailed in Table
13. The results include the feasibility ratio, the RLV and the proportional increase in net rents
that would be required to achieve a feasible development (for sensitivity test 9 the required
decrease in base construction costs is displayed).
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TABLE 13: COMMERCIAL BUILT FORM OPTIONS SENSITIVITY TESTS AND RESULTS

Option 1 Option 2 Option 3
Test Feasibility = RLV Req’d. | Feasibility = RLV Req’d. Feasibility RLV Req’d.
Ratio  (S‘000s) value D Ratio  (S‘000s) value 1 Ratio ($‘000s) value D
Base -0.58 -$7,121 75% -0.65 -$8,557 69% -0.46 -$5,593 90%
1 -0.56 -$6,797 73% -0.62 -$8,165 68% -0.44 -$5,343 88%
2 -0.49 -$5,991 67% -0.55 -$7,189 62% -0.39 -$4,725 81%
3 -0.29 -$3,513 61% -0.32 -$4,187 567 -0.23 -$2,820 76%
4 -0.20 -$2,385 56% -0.21 -$2,821 51% -0.16 -$1,953 71%
5 -0.17  -$2,117  55% -0.19  -$2,495 50% -0.14 -$1,747  70%
6 -0.08 -$1,011 51% -0.09 -$1,156 46% -0.07 -5897 66%
7 0.01 S117 47% 0.02 $210 41% 0.00 -$30 61%
8 0.10 51,246 41% 0.12 $1,578 35% 0.07 5838 55%
Test Feasibility =~ RLV Reg’d | Feasibility = RLV ~ Reqg’dcost | Feasibility RLV Req’d
Ratio  ($‘000s) costdecr.| Ratio  ($‘000s) decr. Ratio ($‘000s) cost decr.
9 1.00 $12,240 58% 1.00 $13,214 54% 1.00 $12,220 70%

Source: SGS Economics and Planning, 2018

A reduction in the development contributions levy does not exert a significant impact on
development feasibility, given that it comprises a relatively small portion of development

costs.

Reducing the profit margin for developers only has a moderate impact on development

feasibility. This would represent a reduction in risk for the developer and would need to be
facilitated by changes to the DA process to reduce the risk. The extent to which changes to
the DA process are likely to reduce risk should be tested with developers.

Of the sensitivity tests conducted, changes to parking provision had the most significant

impact development feasibility. Reductions in the total amount provided substantial

improvements, whether a contribution was levied to provide public parking or not.

None of the levers tested result in a feasible outcome in isolation of each other. These results
demonstrate that the development of any substantial commercial floorspace will likely
require a combination of various actions by Council to increase development feasibility in
conjunction with realisable commercial rents increasing over time. This will be further
discussed in Section 6 of this report.

5.5

Key findings and implications

The site specific feasibility testing has echoed the results of the precinct scale feasibility
assessment. Development which contains a low amount of (or no) commercial floorspace are

feasible.

The delivery of commercial floorspace requires significant cross-subsidisation with residential
development, and the amount of commercial floorspace which can be feasibly delivered on
sites under current conditions is likely to be small.

The increased construction costs associated with taller buildings significantly decreases the
feasibility of all types of development. The higher returns realisable on residential floorspace
allow for a greater tolerance to these cost increases, however over twenty storeys this

dramatically impacts on the ability to generate a profit. As noted within the capacity

assessment, planning capacity is not a barrier to development.
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Estimated current land acquisition costs present a significant constraint on a range of sites
and can be prohibitive for redevelopment, particularly in high value areas of the study area,
and/or where the current use of land is valuable. However, commercial development without
residential is considered to be unfeasible even before land acquisition costs are taken into
consideration.

Council’s influence extends to planning controls, car parking requirements, development
contributions and the planning process, as well as providing certainty for the market through
clear policy and planning controls. Of these only a small number can be tested quantitatively.

The high construction costs associated with basement carparking inhibits the feasibility of
development across all sites. While adjustments to the provision of parking within a
development can exert a significant impact on its feasibility, any actions would require careful
consideration of broader implications for transport, built form and property values.

Reducing the allowance for developers’ profit and risk has a moderate impact on
development feasibility. This would need to be facilitated by changes to the DA process to
reduce the risk. The extent to which changes to the DA process are likely to reduce risk should
be tested with developers.

A reduction in the development contributions levy provides a marginal increase to
development feasibility. However, such a reduction would reduce the revenues available to
Council.

None of the potential levers tested result in a feasible outcome in isolation of each other. The
development of any substantial commercial floorspace in the study area will likely require a
combination of various actions by Council to increase development feasibility in conjunction
with realisable commercial rents increasing over time, which is likely if the supply-side
tightens and the City Centre maintains a strong competitive position relative to other
competing locations.
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6. RECOMMENDATIONS

6.1 Introduction

Wollongong City Centre is the civic and economic heart of the Illawarra region. Wollongong
City Centre specialises in population serving industries such as accommodation and food
services, in health and education and in professional services. Proximity to Sydney provides
opportunities for residents and potential connections for local businesses. However, there is
significant job leakage with residents commuting to Sydney for work. Without a strong
commercial market, this is expected to continue.

The feasibility of commercial development is a significant barrier for Wollongong City Centre
to realise its full economic potential as the regional city for the lllawarra Region. There are a

number of potential actions that could be introduced to address this issue. The objective of

implementing any actions is to:

promote commercial development in the City Centre in line with the vision
support economic potential of the City Centre
address feasibility issues.

Feasibility can be improved through either improving (or increasing) the market for
commercial development or reducing the cost of development. The potential actions
available to Council are focused on improving commercial feasibility as this is considered to
be the main barrier.

The discussion below has been informed by the analysis undertaken throughout this study
and stakeholder workshops with Council officers. The impact of these actions has been
quantified, where possible, through testing against the feasibility results for the three
commercial built form options tested in Section 5.3 of this report.

6.2 Actions to improve the market position of the Wollongong City
Centre

Across all sensitivity tests detailed in Section 5.3, an increase in the market value of
commercial development is required to increase feasibility of commercial development (with
no change other costs). The increases required range from 35 per cent to 90 per cent increase
depending on the level of change in development costs. Across all sensitivity tests, an
increase in rental/ sales values is required highlighting the importance of the actions
discussed below to support this.

Develop a clear economic vision for Wollongong City Centre, building on the strengths of
the region and its proximity to other economic anchors.

The vision for Wollongong City Centre under A City for People is for a compact city, which is
connected and efficient. There is envisaged to be a seamless transition from the core of the
city to the foreshore. A range of uses are expected to be accommodated in the City Centre to
deliver vibrant streets during the day and at night, and to provide opportunities to live, work,
learn and play. The City Centre will be accessible and pedestrian friendly.
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The vision has a focus on urban design and liveability. This should be complemented by a
clear economic vision which identifies the role of the Wollongong City Centre in the context of
the other economic anchors and identifies key industries that Council wants to attract.

The current EDS provides a broad economic vision for the LGA and the City Centre. Building
on this, the market position of the CBD and targets for industry attraction should be detailed
further as part of further work on Wollongong’s Economic Development Strategy. This
strategy be supported by a strong evidence base which includes assessment of local value
chains, gaps and opportunities for the City Centre given the dynamics of the local and regional
economies, and a sound understanding of issues faced by current and prospective City
Centres tenants and developers.

The Economic Development Strategy will underpin a strong ‘economic vision’ for the City
Centre. This will provide a clear signal to the market of Council’s intentions and give
confidence to potential investors who value clear and consistent policy. It will also elevate the
economic importance of the Wollongong City Centre. This vision should be translated into an
action plan.

Recommendation 1:
Develop an economic vision for the Wollongong City Centre through the economic
development strategy update.

It is important that the vision is realistic and capable of delivery.

A pathway should be established which identifies what needs to be achieved in the short to
medium term in order to achieve the long term vision. This may include short to medium
term goals or targets and may involve the staging of development.

The vision must be somewhat flexible as the economy evolves. For example, the industries
of growth may change and there may be new industries which could be accommodated
within the precinct which may not be reflected in the original vision

Improve connections between University of Wollongong and Innovation Campus,
Wollongong Hospital and health precinct and local residential centres.

Improving physical connections is an overarching theme across a number of the key success
factors for regional centres. Improving connections will influence the attractiveness of key
employment locations for businesses and local workers, and support supply chain links.

The Urban Design Framework contains a recommendation ‘Get the city streets right’, which is
focused on improving connections from rail to city core to coast prioritising pedestrians and
active transport with a high quality public domain.

Improving connections between the economic anchors, being Wollongong City Centre,
University of Wollongong and the Innovation Campus and Wollongong Hospital and health
precinct will build a network of employment centres. This will also improve business to
business connections (supply chain links). Improving connections between the City Centre and
residential centres will be important in ensuring that the City Centre is an attractive location
for workers but also to promote 24/7 activation.

It is important to recognise that Council’s ability to influence any significant investment in rail
infrastructure is limited to advocating on behalf of its residents. Council has a much greater
influence over bus and bicycle infrastructure. There has already been significant investment in
improving bus and bicycle connectivity between the Wollongong Innovation Campus and the
City Centre.

Council and University of Wollongong are responsible for funding the Wollongong Shuttle
(free bus). Opportunities to expand the route into South Wollongong are being investigated
including the potential for an additional route. Council has advised that a new route should
incorporate three sites proposed for park and ride development adjacent to the City Centre.
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In terms of bicycle access, there is good connectivity via shared paths across Wollongong,
however these do not link through the City Centre. The bicycle lane program is now focused
on connecting these areas using separated cycleways. It is understood that Council are
lobbying state government for funding at this time.

Recommendation 2:
Continue to implement the bike lane program and investigate opportunities to expand the
Wollongong Shuttle network.

Invest in public domain and local infrastructure to improve amenity.

Investment in public domain and local infrastructure will improve amenity and attract
residents, workers and visitors. It also provides a signal to the market and could increase sales
prices/rents. A substantial increase in the market value of development is required and it is
considered to be achievable in the long term with investment from Council.

Council has undertaken significant investment in public domain and local infrastructure over
the last five years including streetscape improvements and upgrades to Crown Street Mall.
Other recent projects include:

Additional wayfinding improvements and public art
Wollongong Harbour draft master plan

WIN Stadium and Entertainment Centre master plan
Urban Greening Strategy.

It is important to maintain ongoing investment to promote future investment in the City
Centre. Areas which have been identified through consultation with Council officers to be
lacking investment include MacCabe Park, access to Wollongong railway station and the
foreshore along City Beach. Access to Wollongong railway station is particularly important for
improving the attractiveness of Wollongong City Centre for commercial tenants. Wollongong
railway station is owned and run by NSW Government and Council will need to advocate for
improvements.

The Urban Design Framework should form the basis for future investment in public domain.
The Urban Design Framework contains recommendations to ‘Get the city streets right’ and
‘Balance growth with green in the city’. These include protecting solar access and vies to and
from key streets and public spaces and prioritising key public domain projects and new open
space.

Recommendation 3:
Continue to implement existing public domain investment projects which increase the
amenity of Wollongong City Centre.

Recommendation 4:
Advocate for improvements to Wollongong railway station to improve physical connectivity
between the railway station and commercial core.

A greater understanding of what is most highly valued by existing industry and industry
targets in terms of public domain improvements should be identified through the economic
development strategy update. Ideally this would put a dollar value on various classes of public
domain improvements. Improvements which are considered to have the greatest value to
prospective industry targets should then be prioritised.
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Recommendation 5:
Undertake an assessment of the value that existing industry and industry targets place on
public domain improvements and use these to prioritise investment.

To increase funding for public domain improvements, Council could consider alternative
development contribution mechanisms. This includes reverting to Section 7.11 contribution
rates as this would likely generate greater income per development. However, this will
require a clear nexus between the new development and the infrastructure that it will fund.

Voluntary Planning Agreements (VPAs) are an alternative funding mechanism. Council officers
have noted that there appears to be a lack of interest from developers to enter into VPAs.
This was identified as probably occurring as a result from:

A lack of clarity within the VPA process, in regard to questions around what the money
will fund, precise amount required to pay, or how long it will take to deliver the services
paid for; and

Circumstances wherein the ‘offer’ under a VPA simply does not stack up, wherein
additional capital costs of works-in-kind exceed the savings in development contributions,
or where the additional monetary contributions do exceed the value of reduced capital
costs.

A priority is ensuring that there is adequate funding available for investment in public domain
and infrastructure to improve the amenity of the study area.

Recommendation 6:
Investigate alternative development contribution rates or mechanisms to fund future
public domain investment in the Wollongong City Centre.

Introduce alternative planning controls to promote development activity.

Planning controls, including land use zoning, density and height controls, provide a clear
indication to landowners on the use of their land. Planning controls influence land prices. A
landowner will pay a base price for land which they calculate by taking account of all
construction costs, development costs and risk. This will be based on what use and density is
permissible.

This section considers the potential impact of altering the land use zoning and density and
height controls on development feasibility.

Permissibility of residential development in commercial zones

Shop-top housing was introduced into the B3 Commercial core zone in the Wollongong City
Centre to increase the vitality and safety of the city centre. However, allowing residential
development in Wollongong City Centre has potentially driven up land values through
speculation and in the process this has reduced the feasibility of commercial development.

The competition between residential and commercial land uses is a recurrent theme across a
number of centres in the Sydney GMR including North Sydney, Parramatta, Gosford,
Newcastle and Penrith. Planning to promote commercial development is a long term task.
Where there is intense short term pressure for residential development and this is allowed in
commercial areas, it has tended to ‘squeeze’ out commercial potential. In centres with scarce
opportunities for commercial development, allowing a simple market contest between
residential and office will result in residential ‘winning’, which may undermine long term
employment potential and economic competitiveness.
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Previous work undertaken by SGS™ for major employment centres such as Chatswood and
North Sydney has identified that the introduction of residential or mixed use development in
the commercial core has compromised the commercial character of the centre. Chatswood
CBD is now seen as more of a retail centre that than a commercial centre. The commercial
prospects are limited due to the impact of substantial residential development on the
amenity and outlook and therefore commercial address of Chatswood. North Sydney is facing
similar challenges with residential development encroaching on commercial uses. These
centres now suffer from a lack of capacity to accommodate commercial investment. The
planning response in Chatswood has been to hold the line and protect the commercial core
from further residential encroachment.

Taking a structural and long term view, it is too important to allow short-term imperatives
driven by market cycles to undermine the economic potential of Wollongong City Centre.

The challenges of ensuring that sites in Wollongong City Centre provide for longer term
employment outcomes, and a critical mass for commercial or office employment activity,
while allowing for market responsive outcomes remain. Configuring planning controls and
implementing a long term economic development strategy are key to managing this issue.

The historical approach has been to establish commercial only (or non-residential
employment) zones to ensure an employment outcome, which may lead to the
underutilisation of land in the short term, but ultimately focuses sustainable economic
development.

Workshop discussions with Council officers highlighted that prospective commercial tenants
prefer a commercial only zone as it indicates a much clearer commercial address and brand
for their business. This reiterates the findings from similar studies of Chatswood and North
Sydney. In addition, commercial only developments avoid the complexity associated with
residential strata. However, this approach should be tested with the market.

Two approaches to reducing the amount of residential development within the commercial
core are:

Exclude residential development within a portion of the B3 Commercial Core zone.
Given the long term aspirations which Council has for the Wollongong City Centre, it will
be important not to lose this land to residential development. There is also likely to be
sufficient capacity for residential development across the rest of Wollongong, and more
broadly Wollongong LGA. This would provide a clear commercial address which will
increase the market for commercial development. It will also likely place downward
pressure on land values which will increase the feasibility of development.

Restrict residential development within a portion of the B3 Commercial Core Zone with a
requirement that a threshold amount of non-residential floorspace be achieved before
residential development can be included in the development proposition. For example
this could involve a requirement that a minimum of 10,000 square metres of commercial
floorspace to be provided before residential development can be included. This would
also require a maximum control on residential floorspace, for example 10-20 per cent.

There is potential for a third approach which allows for a transition to commercial only over
the long term. A transition area would allow for temporary uses to be accommodated in the
short to medium term (an example being student housing), on the condition that these sites
eventually become commercial only sites in the long term in response to the ongoing
evolution of the commercial market. This approach would potentially allow for flexibility in
responding to an aspirational growth strategy in the long term.

There are a number of clear arguments for excluding residential development within the
commercial core which are outlined in Table 14. This action is considered to be politically

0 Willoughby Economic Development Strategy (2016), North Sydney Economic Development Strategy (2016)
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sensitive and it is important that the risks are well understood and tested before being
implemented.

TABLE 14: ARGUMENTS FOR AND AGAINST EXCLUDING RESIDENTIAL IN COMMERCIAL CORE

For Against

= The identification of a commercial core reflects = Political sensitivities around ‘downzoning’ land
the role of the Wollongong City Centre and = Sites identified as commercial only may sit vacant
provides a clear signal to the market. with limited development in the short to medium
Provides a clear commercial address which will term.

increase market for commercial development

Provide policy consistency
= Provides certainty to developers around controls

= Puts downward pressure on land values which
may increase feasibility of development

Ensures there is adequate land to accommodate
growth in employment in the long term and
provide for changes in the market

Source: SGS Economics and Planning, 2018

Recommendation 7:
Introduce a commercial core where residential development is prohibited.

The condensed commercial core should be located:

in proximity to Wollongong railway station to ensure accessibility to public transport
in proximity to Crown Street Mall to ensure accessibility to retail, hospitality and other
services for workers

proximity to public open space e.g. MacCabe Park and/or waterfront.

The commercial core will need to be sufficient to accommodate up to 120,000 sgm of
floorspace but allow sufficient flexibility depending on the market.

Sites which have been recently developed for residential purposes should be excluded as
these sites are unlikely to be redeveloped.

The Urban Design Framework contains a recommendation ‘Preserve employment land with a
commercial only core’, which protects a corridor along Burelli Street for commercial only
development. This is consistent with the above recommendation.

Density and height controls

Heights have been found to be excessive in certain locations within the study, being
disconnected from what is either practical/feasible to build or that which is in line with the
vision for the city centre. This is likely increasing land values through property speculation.

Increasing height/FSR is likely to only have an impact on residential feasibility. It is important
to consider the vision and the desired built form outcomes for the City Centre.

Council should consider adopting density and height controls which reflect the vision and built
form objectives of the Wollongong City Centre.

6.3 Actions to reduce the cost of development

Explore alternative car parking arrangements to reduce the cost of construction.

Car parking adds significant costs to construction. As outlined in Section 5.3 of this report,
reducing the requirements for car parking can significantly improve feasibility. A 50 per cent
reduction in parking rates will increase development feasibility. Through consultation with
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Council officers, parking requirements were noted as being broadly in line with other
metropolitan and peri-urban centres.

Providing above ground podium parking similarly improves development feasibility. It was
noted through consultation with Council officers that parking is often provided above ground,
within the podium of a development, rather than in underground basement levels.

However, reducing parking alone does not result in a site becoming feasible and it is
important to consider the impact that reducing car parking would have on the market value
of development. While theoretical feasibility has been tested, the market appetite for
reducing car parking provision has not.

Recommendation 8:
Market test a reduced on-site car parking rate with developers and prospective commercial
tenants to understand market for this and potential impact on rents.

There may be opportunities for car parking to be provided off-site. Council has advised that
five sites have been identified around the City Centre for the future provision of multi-storey
car parks, which are to be largely funded through developer contributions made in-lieu of
parking provision. However, this contribution has rarely been taken up by developers. This
may be resultant from the cost of contributions being comparable to the cost of constructing
the parking spaces on-site, in conjunction with the reduction in value that would result from
providing a product without parking. The feasibility of Council delivering off-site parking at
targeted sites should be further investigated including the contribution rate. This should be
supported by market testing through the economic development strategy update.

Another consideration is traffic impacts. Consultation with Council officers revealed that
several sites within the Wollongong City Centre are significantly constrained by level of
existing traffic. It was suggested that a reduction in parking provision on these sites could
potentially provide benefits to both traffic flows and development feasibility under the right
circumstances.

Recommendation 9:
Test feasibility of developing multi-storey car park against the contribution rate for offsite
provision of parking for development.

Alternative development contribution rates to reduce costs of construction.

Reducing development contributions has very little impact on feasibility. This revenue for
Council can be used for important public works which would likely increase the realisable
development values.

The current two per cent development contribution levy imposed for B3 Zones in the
Wollongong City Centre was introduced as part of the Civic Improvement Strategy for the City
Centre. The time period for the higher levy has now passed. It is possible that the levy may be
reduced back down to the standard one per cent in order to incentivise development.

However, it is important to consider that development contributions have not been identified
as a barrier to development through this study and reducing the contribution will have a
marginal improvement on development feasibility. In addition, any reduction in the levy will
reduce the amount of funds available for Council to invest in public domain to improve the
market for commercial development.
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De-risk development for landowners through providing greater certainty around the
development process

Investing in a site which may be marginally feasible is a significant risk for landowners. If there
is a lack of certainty regarding the outcome of a development, this may deter a landowner
from undertaking development, particularly commercial floorspace which is considered to be
largely unfeasible.

Council officers noted that negative impacts on the development process often occur through
a lack of engagement by proponents with council expectations, particularly at early stages of

development. This often results in delays during the assessment process, particularly relating

to the design of the development.

Council consultation with developers/investors has identified that developers consider that
Council could improve the development process through:

Establishing a major projects team

Providing greater recognition for and understanding of site specific issues (e.g. site by site
variance in bedrock/geotechnical issues).

Providing more clarity within their controls

Improving the speed of decisions.

While the length of assessment was identified as a concern for developers (given the holding
and finance costs associated with such a period), it was noted that a certain amount of time is
required to fully undertake the assessment process. Concerns with Council taking too long to
assess applications was also complicated by the fact that a range of developments within the
City Centre require referral to a range of assessment panels.

As detailed in Section 5.3, reducing the profit margin for developers has a moderate impact
on development feasibility. This would represent a reduction in risk for the developer and
would need to be facilitated by changes to the DA process to reduce the risk. The
effectiveness of this is unknown and there is a need for better engagement with developers
to understand the financial implications of these delays.

Clearer planning controls may also assist in providing greater certainty to developers and
reducing risks. The Urban Design Framework contains recommendations ‘Promote diversity in
the city’ and ‘Grow a legible skyline” which aim to provide greater clarity regarding planning
controls.

Recommendation 10:

Reduce risk for developers and increase certainty for development by providing clearer
guidance to commercial landowners and developers across key sites within the commercial
core of the City Centre. This includes a consistent process, speed of response and clearer
planning controls.

6.4 Other actions

Undertake a retail centres study

As identified above, the Wollongong Retail Centres Study, prepared for council in 2004 is now
outdated (refer to Section 4.3). Retail forecasts are best produced through modelling that
considers population and per capita expenditure change in the context of the local retail
system. A retail study would consider demand by type of retail floorspace and identify
whether current provision is suitable given the existing and future demand profile. It is
recommended that an updated retail study be undertaken to provide a more accurate
estimation of retail demand and better inform recommendations of potential growth in
floorspace. This work could form part of an LGA-wide employment lands study.
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This retail study should be undertaken prior to introducing alternative controls relating to
retail floorspace within the City Centre.

Recommendation 11:

Undertake an updated LGA-wide retail centres study to provide a more accurate
estimation of retail demand and better inform recommendations of potential growth in
retail floorspace.

6.5 Recommendations

This study has identified 11 recommendations for Council to implement to increase the
feasibility of commercial development in Wollongong City Centre.

Develop an economic vision for the Wollongong City Centre through the economic
development strategy update.

Continue to implement the bike lane program and investigate opportunities to expand
the Wollongong Shuttle network.

Continue to implement existing public domain investment projects which increase the
amenity of the Wollongong City Centre.

Advocate for improvements to Wollongong railway station to improve physical
connectivity between the railway station and commercial core.

Undertake an assessment of the value that existing industry and industry targets place on
public domain improvements and use these to prioritise investment.

Investigate alternative development contribution rates or mechanisms to fund future
public domain investment in the Wollongong City Centre.

Introduce a commercial core where residential development is prohibited in close
proximity to Wollongong railway station, Crown Street Mall and public open space.
Market test a reduced on-site car parking rate with developers and prospective
commercial tenants to understand market for this and potential impact on rents.

Test feasibility of developing multi-storey car park against the contribution rate for offsite
provision of parking for development.

Reduce risk for developers and increase certainty for development by providing clearer
guidance to commercial landowners and developers across key sites within the
commercial core of the City Centre. This includes a consistent process, speed of response
and clearer planning controls.

Undertake an updated LGA-wide retail centres study to provide a more accurate
estimation of retail demand and better inform recommendations of potential growth in
retail floorspace.

These recommendations (or actions) are important to promote commercial development in
line with the economic vision of Wollongong City Centre and its roles as a regional city for the
lllawarra. No single action will be able to increase commercial feasibility and therefore it is
important that this suite of actions is implemented.

These actions recognise the substantial investment Council has made in the Wollongong City
Centre to date and the importance of continuing these programmes. A number of these
recommendations (or actions) are well-aligned with the upcoming economic development
strategy update and should be implemented as part of this process. The Wollongong City
Centre does not operate in isolation, and the outcomes of the future LGA-wide economic
development and employment lands studies may require the review of these actions in the
future to ensure that these are aligned.

The most significant action will be the introduction of a commercial core where residential
development is prohibited. This is a long term strategy and there are a number of risks
associated with this. The commercial only area should be large enough to be coherent but
also align with the demand to ensure it is not at risk of being stagnant. The commercial core
will need to be sufficient to accommodate up to 120,000 sgm of floorspace but allow
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sufficient flexibility depending on the market. A transition area could be established which
keeps the long term intention of greater commercial focus without jeopardising activity in the
core in the interim, this includes allowing temporary uses in the short to medium term. This
strategy is considered to be crucial to ensuring the long term economic success of the City
Centre and ensuring that there is capacity for a significant commercial function.
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APPENDIX A: CAPACITY AND
FEASIBILITY TECHNICAL METHOD

Existing Floorspace

Step 1 — Collect existing floorspace data

The floorspace within buildings in the study area was obtained through a desktop audit
conducted by SGS. Building footprints and heights in storeys were provided by Wollongong
council, and utilised to derive the total floorspace within individual buildings.

The audit captured floorspace of buildings within the study area, using imagery available on
Google Streetview to determine the type of floorspace based on the current use and building
typology, organised into ten broad categories:

Detached dwellings

Multi-dwelling housing (includes townhouses, villas, etc.)
Units (includes residential flat buildings and shop top housing)
Commerecial

Retail

Hotels/Motels

Infrastructure

Light industrial

Community uses

Unidentifiable uses

The quantum of floorspace was then utilised within the maximum theoretical and feasible
capacity analyses as outlined below. The land audit boundary and results are illustrated in
Figure 25.

Maximum theoretical capacity

Step 2 — Land parcels (sites) and attributes

The initial step in the process was to derive a base unit of land (the land parcel, or site) to be
utilised in the analysis, along with collecting relevant attributes for the assessment. The
cadastre layer within the study area was utilised, with individual lots being merged with other
contiguous lots which were listed as having the same owner to create the base layer of land
parcels used in the assessment. The length of the longest street frontage for each lot was
determined and utilised as an input to calculate the maximum FSR for each site as per cl.4.4A
of the Wollongong LEP (WLEP) 2009. Spatial layers for the various attributes for the analysis
were then overlaid on the land parcels layer to determine to what extent they intersect with
one another. These are outlined in Table 15.
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FIGURE 25: LAND AUDIT BOUNDARY AND RESULTS
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Source: SGS Economics and Planning, 2018

TABLE 15: DATA SOURCES AND NOTES - LAND PARCELS AND ATTRIBUTES

Item Source Notes
Wollongong Based on cadastre layer;
Land parcels ) ) ) )
Council Merged contiguous lots under single ownership
T T
. Wollongon T ) "
Land zoning Councilg g Zone with highest proportion of area utilised for land parcel
Max FSR WLEP 2009 Maximum FSR control is taken as per cl.4.4A of the WLEP 2009
T T
. Wollongong Maximum height taken as area-weighted average where
Max height ) ) ) ) -
Council multiple height controls exist on a single parcel
T T
o . . .
Environmental heritage Wollongong Greater than 5% coverage by all environmental heritage items
Council or areas

T
Wollongon Greater than 10% coverage at all risk levels;
Flood risk .g & Highest risk level that has above 10% coverage, or the risk
Council . . . .
level which occupies the highest proportion of area

T
GIS analysis used to determine the street frontage lengths of

Street frontages SGS all land parcels
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Step 3 — Define capacity parameters and assumptions

To conduct the analysis, it is necessary to develop a typical built form for the area. This was
done by the creation of parameters for the:

Type of floorspace built in each zone
Building heights by type of floorspace
Site coverage by type of floorspace
Floor efficiencies by type of floorspace

Given the permissive nature of the land use controls contained within the WLEP 2009, which
allows for the development of shop-top housing within the B3 — Commercial Core and B6 —
Enterprise Corridor zones, two development outcomes have been modelled. These outcomes
represent either the maximum yield of residential floorspace or commercial floorspace as
permitted under the primary controls. The building configurations (floorspace type by
position in the building) are set out in Table 16.

TABLE 16: CAPACITY MODELLING - BUILDING CONFIGURATION BY ZONE

Zone Ground floor Upper floors Ground floor Upper floors
(Max. Residential) (Max. Residential) (Max. Commercial) (Max. Commercial)

B3 I Retail Residential Retail I Commercial

B4 | Retail Residential Retail | Commercial

B6 I Retail Residential Retail I Commercial

R1 | Residential Residential Residential I Residential

All other zones are excluded from redevelopment

The parameters for building height, site coverage and floor efficiency are applied to the type
of floorspace, and as such the same values are applied irrespective of what zone the
development is taking place in. The site coverage parameter is expressed as the proportion of
land parcel area which is taken up by the footprint of the building (building envelope area).
These parameters are set out in Table 17.

TABLE 17: CAPACITY MODELLING - BUILT FORM PARAMETERS

Floorspace type Building height per storey Site coverage (building Floor efficiency
footprint)

Retail 4m 80% 90%

Commercial 4m 80% 90%

Residential 3m 40% 75%

Constrained sites were identified by the presence of environmental heritage items, flooding
risk or infrastructure land uses, as set out in Table 18. Sites which have been identified as
having a low flood risk remain within the modelling process, whilst sites with medium or high
flooding risk have been excluded.™

1 Flooding risk levels are allocated to a land parcel where more than 10 per cent of their land area is covered by the
flooding overlay at that risk level. Where multiple risk levels cover a single parcel, the highest risk level which covers more
than 10 per cent of the parcel’s land area is allocated (e.g. a parcel which is covered by both the high and medium flood
risk overlays at 14 per cent and 86 per cent respectively will be allocated into the high risk category). Where more than 10
per cent of the total parcel area is covered, but no single risk category is over 10 per cent, the category which occupies the
highest proportion of land area is allocated.
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TABLE 18: CAPACITY MODELLING - EXCLUSION OF CONSTRAINED SITES

Constraint Excluded Note
T T
) ) Sites with more than 5% of their total area covered by
Environmental heritage Yes ; ; .
an environmental heritage item have been excluded.
T T
High flooding risk Yes
T
Medium flooding risk Yes
T
Low flooding risk No

T T
Sites which have been identified as containing

Infrastructure land uses Yes infrastructure uses (e.g. schools) within the SGS audit

have been excluded from redevelopment
T

Owing to the high-level nature of the analysis, sites
Land zoning Partial which do not fall within the zones set out above in
Table 16 are excluded from the analysis

Step 4 — Determine maximum theoretical capacity

The maximum theoretical capacity for each site was conducted using the above parameters,
with parallel versions of the process being run for each of the maximum residential capacity
and maximum commercial capacity scenarios.

Constrained sites which have been identified for exclusion were firstly removed the analysis,
and the existing floorspace on those sites retained for inclusion in the final capacity figure.

For unconstrained sites, the use on the ground floor was allocated first, followed by allocating
upper floors to the building (using the land uses set out in Table 16 and built form parameters
set out in Table 17 above) until the maximum height permitted under the WLEP was reached.

At this point (with buildings allocated to the maximum permissible height across all sites), a
large number of sites have exceeded the maximum floor space ratio (FSR) permissible under
the WLEP 2009. For such sites, the floorspace allocated to the upper floors of the building is
reduced until the site is compliant with its maximum FSR.

As cl.4.4A of the WLEP sets out, the maximum FSR control for a site is partially dependent
upon the mix of residential and non-residential floorspace to be developed. Within the
maximum residential capacity scenario, buildings within the B3, B4 and B6 zones contain a
mix of residential and non-residential floorspace. As such, a reduction in the amount of
residential floorspace provided in the upper storeys of the building will result in the allocation
of a new maximum FSR control, which will be greater than the previous maximum FSR
control.

When residential floorspace is re-allocated to the building to meet this control, the mix of
residential and non-residential floorspace is changed again, and a third maximum FSR is
allocated to the building — being lower than the previous value, with the building again being
in breach of this control.

This process of re-allocation is conducted for two iterations, which allows for all sites within
the study area to achieve an FSR within 20 sgm of the maximum FSR control at that
proportional mix of residential and non-residential floorspace.

Subsequently, the floorspace yield on each site is totalled to derive the yield of new
floorspace under either of the maximum theoretical capacity scenarios, and the existing
floorspace contained within these land parcels is removed from the total capacity figure.

This process is illustrated in Figure 26.
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FIGURE 26: CAPACITY ASSESSMENT - MAXIMUM THEORETICAL CAPACITY PROCESS
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At this point, the maximum theoretical capacity has been derived for the study area for each
of the two distinct scenarios; the theoretical maximum residential capacity and the
theoretical maximum commercial capacity scenarios. These are utilised as the basis of the
maximum feasible capacity analysis, as outlined in the section below.

Maximum feasible capacity

The maximum feasible capacity analysis builds upon maximum theoretical capacity scenarios
to determine a more realistic capacity figure, in contrast to the purely hypothetical nature of
the maximum theoretical capacity analysis. In this analysis, the residual land value (RLV) of a
development is compared against the costs of acquisition for the site. Further explanation of
RLV modelling is contained above in Section 5.1.

Step 5 — Define feasibility parameters and assumptions

The following tables outline some of these broad inputs and the key assumptions that are
made in order to ‘model’ the financial cash flows which underpin development’s costs and
revenues. The inputs and assumptions apply to each development.

P SGS Wollongong City Centre Planning Review: Economic Analysis 55
> SR



TABLE 19: FEASIBILITY MODEL COST INPUTS AND ASSUMPTIONS

Input Source Value

T T
Construction and demolition

Rawlinson’s Construction Handbook 2017  Varies
costs

T
Return on asset method & Underlying

Land isiti t
and acquisition costs Land Values (Valuer General of NSW)12

Varies (includes stamp duty)

T T
10% of base construction

Construction contingency Various sources using industry standards costs
T T
. ) o 9.2% of b tructi
Professional fees Various sources using industry standards o Of base cpns ruction
costs and contingency
T T
Development contributions Wollongong s.94A contributions plan 0%-2% of construction costs
T T
DA Fees Wollongong Fees and Charges Schedule Varies
T T
) ) L 6% of construction costs,
Finance costs Various sources using industry standards
land costs and fees & charges
T T
' : o 20% of all other development
Developer profit Various sources using industry standards cos’:s velop
TABLE 20: FEASIBILITY MODEL REVENUE INPUTS AND ASSUMPTIONS
Input Source Value
T T
Retail rents ($/sgm) Market assessment and consultation $450/ sqm
T T
Commercial rents (S/sgm) Market assessment and consultation S400/ sgm

T

1BR: $459,100 +GST
Median residential sales values Market assessment 2BR: $613,500 +GST
3BR: $1,072,700 +GST

T T
Sales commission, marketing and

legal fees Various sources using industry standards 4% of sales revenues

These assumptions have been reduced down to a per/ sqm rate for inclusion in the maximum
feasible capacity analysis.

Step 6 — Derive acquisition costs for all sites

Acquisition costs for each site are derived using two methods, one which captures the current
improvements on the land and another which utilises the underlying land value (ULV)
measure produced by the Valuer General of NSW.

The audited floorspace on each of the land parcels is capitalised into an estimated purchase
using the average observed rents for that type of floorspace and a yield of nine per cent.
Whilst this is suitable for the high level nature of the analysis, it should be noted that utilising
assumptions that are consistent throughout the study area may not accurately capture site
specific variations in rental yields.

An average ULV for each land use zone utilised within the capacity analysis was captured for
properties that fall within the study area, being taken as the median of the per/ sqm ULV of
properties within each zone.

2|t is important to note that existing land values of sites have been measured by discounting the amortised returns on
existing improvements on site, along with the Underlying Land Value. In practice, sites could potentially be rezoned, which
would in turn shift the land value and the cost of acquiring specific sites.
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These acquisition costs were also utilised within the site-specific feasibility modelling outlined
above in Section 4.

Step 7 — Define built form outcomes to be tested

It is given that the objective of this analysis is to determine not only if the built form
outcomes contained within either of the maximum theoretical capacity scenarios are feasible,
but if so, to determine at which point between the two scenarios a project will become
feasible.

Owing to the modelling constraints posed by attempting to measure two variables (one being
the maximum FSR control, based on the proportional mix of residential and non-residential
floorspace within a site; the other being the feasibility of the development), it become
practical to remove the FSR control as a variable in order to test feasibility as the dependant
variable.

As such, a series of incremental shifts from the built form for each site from the maximum
commercial capacity scenario was utilised, shifting at 10 per cent intervals until the maximum
residential scenario is reached. This results in a total of 11 positions at which feasibility is
tested, as shown below in Figure 27.

Each increment (including the two maximum theoretical scenarios above, for a total of 11) is
referred to herein as a ‘Position’. To clarify:

A parcel of land at Position 0 has the same floorspace as the maximum commercial
scenario outlined above.

A parcel of land at Position 10 has the same floorspace as the maximum residential
scenario outlined above.

A parcel of land at Position 4 has the same floorspace as the maximum commercial
scenario outlined above, plus/minus 40 per cent of the difference between the
maximum commercial scenario and the maximum residential scenario.

FIGURE 27: CAPACITY ASSESSMENT - MAXIMUM FEASIBLE CAPACITY METHOD (1 OF 2)

Land Parcel
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Source: SGS Economics and Planning, 2018

Step 8 — Test feasibility at each position and derive total feasible capacity

At each of the 11 positions, the quantum of floorspace within the building (including the
parking required under the Wollongong DCP 2009) is translated into development costs and
the saleable floorspace translated into revenues to derive the RLV across all sites that have
not been excluded in the capacity analysis. This is then checked to see whether it exceeds the
assumed acquisition cost at each position to determine whether the development is feasible.
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Two scenarios have been utilised as outputs of the feasible capacity modelling in a similar
fashion to the maximum theoretical capacity. These consist of a maximum capital yield
scenario, in which the built form outcome that has the highest RLV is selected for inclusion,
and a maximum commercial yield scenario, in which the outcome that yields the highest
amount of retail and commercial office floorspace is selected for inclusion. This process is
shown below in Figure 28.

Owing to the increased profitability of developing residential floorspace, the maximum capital
yield scenario returned a built form outcome at the maximum residential position in all cases
where development was found to be feasible.

If the development is feasible at any position, the existing floorspace occupying that site is
removed from the total feasible capacity figure for each scenario.

FIGURE 28: CAPACITY ASSESSMENT - MAXIMUM FEASIBLE CAPACITY METHOD (2 OF 2)

Land Parcel

Not feasible Feasible

Maximum
Commercial | | | | | | | | [

Maximum
Residential

10% 20% 30% 40% 50% ][ 60% ][ 70% ][ 20% ][ 90% ]

!

: i

Feasible Capacity Feasible Capacity
Maximum commercial Maximum capital
yieldscenario yieldscenario

Source: SGS Economics and Planning, 2018
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