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Introduction

This report presents an independent assessment of the demand and market scope
for the development of an IKEA store within the Inner south-westemn suburbs of
Sydney at Tempe. The report also provides an assessment of the economic
Impacts that can be expected to result from the dovelopmeant, Including positive
henefits for the surrounding population, as well as projected impacts on
competitive facilities.

The report has been prepared in accordance with Instructions recelved from Valad
Property Group and is structured and presented as fallows:

*» Section 1 provides an overview of the regional and local context aof the
proposed centre and also details the proposed development scheme. In
acdition, commentary on the relevant planning schemes within the region are
alsa discussed,

» Section 2 reviews the Australian bulky goods market and the key
developmant trends in this sector,

* Section 3 cansiders the trade area for the proposed development. This section
outlines the current and projected population and spending levels of the
defined trade area over the peried to 2021, as well as detalling the socio-
demographic profile of the Tempe trade area population.

+ Section 4 provides an overview of the retail environment within which the
proposed Tempe IKEA store will operate,

*« Section S5 provides an assessment of the foorspace capacity for bulky
goods/homemaker facilities throughout the region,

* Section 6 outlines our assessment of the sales potential for the proposed
Tempe IKEA store and then considers the likely economic iImpacts arising from
the proposed devélopment.
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Section 1: Site location and proposed development

This section of the report provides an overview of the regional and local context of
the proposed Tempe [KEA store and also summarises the proposed development
scheme. In addition, the relevant planning documents within the region are
discussed, specifically in terms of the proposed TKEA store,

1.1 Site location

Tempe is an inner south-westermnm suburb of Sydney, situated within the
Marrickvllle Local Government Area (LGA), located approximately 8 km from the
Sydney Central Business District (CBD) (rafer Map 1.1},

The proposed Tempe site is situated on the southemn side of the Princes Highway,
generally bounded to the north by the Princes Highway and Bellevue Street, and
to the south by Smith Street

The site for the proposed TKEA store at Tempe s highly wvisible and easfy
accessibie given the Princes Highway is a8 major north-south arteral route in
Sydney, wivch extends south and |inks to the M5 Motorway.

Given its location along the Princes Highway, the immediate surrounding uses on
the southern side of the Princes Highway Include a range of industrial and
warehouse facilities. On the northern side of the Princes Highway there are a
range of uses including some commercial and residential facifities.

The proposed site is located to the west of the South Sydney growth area,
comprising the suburbs of Alexandria, Waterloo, Zetland and Rosebery, which is
now undergoing @ major program of urban renewal, Reflecting this fmajor
development, population growth has been increasing rapidiy over the past decade
and 5 projected to continue over the next 15 years.
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1.2 Proposed development

The Valad Proparty Group control 8 10 hectare site along the Prnpces Highway at
Tempe, The site s currently zoned light industry, however, the Valad Property
Group are proposing to rezone the site ta bulky geods usage.

Valad Property Group are planning the development of a freestanding IKEA store
and adjoining ATECO commercial floorspace at the site, near the south-western
intersection of Princes Highway and Bellevue Street in Tempe. The total
development is proposed to incorporate soma 38,529 sqg.m of floorspace. The
proposed IKEA stare would be aligned perpendicular to the Princes Mighway and
would total some 33,999 sq.m, while the adjoining ATECO commercial floorspace
is planned to total 4,530 sq.m.

As the purpose of this economic assessment 18 to assess the likely need and
impact of additional retail foorspace ot the development, the impact of the
adjoining non-retail floorspace (ATECO) is not taken into consideration in this
analysis.

The IKEA store (tself is planned to be simply designed owver two levels,
ncorporating arcund twa thirds of total floorspace across the ground foor and a
third over the first floor. The development will comprise a café/restaurant
component of 1,932 sg.m.

Some 1,775 carspaces will be provided at the site, at-grade over a single Jevel,
including an undercover component, with direct access to IKEA. Access to the
centre will be provided from the Princes Highway. Figure 1.1 (llustrates the
proposed layout of the Tempe IKEA store.

The proposed carparking provision would represent around 4.6 Spaces per
100 sg.m of GLA. This s significantly higher than the typical provision for a bulky
goods facilities In Adstralla of 2.5-3 spaces per 100 sq.m of GLA.

There 15 currently only one existing TKEA store situated within Sydney, focated at
Rhodes Waterside Shopping Centre, over 15 km west of the Sydney Central
Business District (CBD) and over 15 km north-west of Tempe.
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A review of that store indicated that the key departments within the IKEA store
include:

# Bedroom #  Textiles

« Dining + Youth room

# Secondary sthrage Laundry

= Lighting « Small storage

¢ Kitchen s Children's IKEA

# Workspaces s Hallway

» Balhroom = Cooking and eating
s [Decoration and mirmors & Living roam

The range of products at IKEA, therefore, varies extensively from very large ltems
of furniture to smaller dining and homewares (tems. The majority of items are
bulky In nature with a pick up facility to load directly in cars provided on site.

Anecdotal evidence Indicates that IKEA at Rhodes has beeén very successful and
appeals to a broad market throughout Sydney, Reflecting this success, IKEA are
leoking te open another outlet within the Sydney market to serve residents in the
coastal areas, in the eastern and southem suburbs of Sydney,

Given the size and strong drawing power of an IKEA centre, the stores wsually
serve very extensive reglons, Consequently for a city of over 4 million people in
Sydney, it s likely that there are plans to include three or more [KEA outléts. The
stores draw business across a very Broad area offering valuwe for furniture and
homewares,
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Map 1.2: Tempe
Sile Location
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1.3 Planning considerations

There are @ number of planning documents that have been prepared by various
government departments that specifically relate to the Tempe IKEA proposal,

City of Cities - Sydney Metropolitan Strategy

City of Cities - A Pan For Sydney's Futire, the Sydney Metropolitan Strategy
released by the New South Wales Department of Planning 15 an all encompassing
planning strategy that was released in 2005, This strategy seeks to position
Sydney for the next 25 years of growth, by supporting 8 metropolis made up of
five Reglonal Cities (the CBD, North Sydney, Parramatta, Liverpool and Penrith)
and 22 other Strategic Centres.

Sydney's papulation is anticipated to grow by 1.1 millon persons betwesn 2004
and 2031, and reach 5.3 miilion people by this time. To cater for this growth, the
Government has predicted that there will be the requirement for the following:

+ 640,000 new hames

= 500,000 more jobis

s &8 milion sg.m of additional commercial Moorspace
3.7 rnillion sg.m of additional retall Moorspace

The relevant planning for Tempe (and hence the IKEA siteé) comes under the
Centres and Corridors Strategy for Sydney. All major centres have been classified
to take into consideration the many different components of centres throughout
Sydney, To meet additional demand, Sydney’s Strategic Centres include:

» Global Sydney, encompassing Sydney Central and North Sydney, with national
and internationally significant businesses, entertainment and cultural facilities;

= Regional cities providing @ Focis for caltural, shopping and DUSINEss Serviies]
& Speciglist centres of Mol value sconomic activity; and

= Major shopping, civic and recréation céntres around publie transpart.

## Pitney Bowes e i, Syney [
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In addition, the strategy identifies that thera are & number of high use corridors
that link many of Sydney's major centres, These corridors can be classified across
ane or mone categories, including:

« Foonomic corridors, which contain important economics activities n centres
and speciatised places.

& Renewal corridors which are areas thalt are partiy run down - andyor have
‘significant vndérutifised infrastructure,

» Enlegvprise corridors which dare the sfrips of cqmmﬂrhl or industrial activity
along busy roads.

Particular corridors can be defined across one or a number of these definitions.
The major corridors identified in the strategy include Parramatta to City, the City
to Alrport and North Sydney 10 Macqoarie Park.

As such, given its location, the Tempe TKEA site is positioned along the Frninces
Highway within the City to Airport carridor.

The City to Amrpaort has been identified as an Economic Corridor under the
strategy, with the Princes Highway Itself, outlined as a Potential Enterprise
Corridor,

The Metropolitan Strateqy also ldentifies the global economic corridar, extending
from Macquarie Park to Morth Sydney and continuing through the City to the
Airport. ‘As a result, the Tempe site afso forms part of this global economic
corridor. This global corridor contains armund 660,000 jobs or around 32% of
Sydney’s total jobs,

The key recommendations for actions from the Centres and Corridars Strategy
relate to concentrating the majority of activities and future employment and
commercial and retall space within these defined precincts to promote the
vibrancy of these centres.

ﬂ Tamn® |KEA, Sodlay H Pitna?m
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As @ result, the Tempe IKEA site (s located within a strong economic corridor-and
it is our view that this development would satisfy the requirements of the Sydney
Metropolitan Strategy. This development would Invelve the continued focus on
employment  within  this comdor, and furthermore, would assist in the
regeneration of the area, providing a umique anchor tenant which would attract
business from a wide region.

Dralt Sub-Regional Strateay

The Draft South Sub-Regional Strategy, which was prepared by the NMew South
Wales Department of Planning, will guide land use planning until 2031 in the
Canterbury, Hurstville, Kogarah, Marrickville, Rockdale and Sutherland Local
Government Areas, This document s an extension of the Sydney Metropolltan
Stratagy. The Draft South Sub-Regional Strategy 18 an imporiant decament that
sets the standard for future development within the southern region of
metropolitan Sydngy and as such, it s Important to consider the document and its
implications in relation to the proposed IKEA store at Tempe.

The Draft South Sub-Regional Strategy contains 4 number of targets relating to
dwelling and employment targets within the region untll 2031, These targets
include an additional 35,000 dwellings and 29,000 jobs by 2031.

Within this document, a hierarchy of centres is Identified Including major centres
at Hurstville and Kogarah, nine Town Centrés including Rockdale, Marrickville
Road and Stanmore, standalone shopping centres, villages, small villages and
neighbourhood centres,

i addition to this, & number of petential repewal and emterprise corridors have
been identified, with the Princes Highway outlined as both a potantial renewal and
enterprise corridor,

The Draft South Sub-Regilonal Strategy defines a Renewal Corndor as:

" .corridors of existing devélopment declining in age and use that have the
porential  for additional growth dwa (o ther exishing or proposed
infrastructure ivestments.™

Enterprise Corridors are identified to include the following uses:
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» Start-up offices

« Light Industrial

« Showrooms

s Bullding Supplies and;
* Retail

The Princes Highway has been |dentified as an Enterprise Corridor, and it s

outlined in the strategy that facilities within these corndors would benefit from the
high traffic volume generated within these areas and would provide & "buffer’

between residential development and thesa major arterial roads,
Enterprise Cormidors are also designated as:

" .8 more approprigte location for buiky goods retail langd uses, where they
can take advantage of signage opportunities, have a more compatibla built-
form and where there |5 better accass fo public transport.™

A5 Indicated this document outlines overall support for developmaents such as the
planned Tempe IKEA store along the Princes Highway, which will provide a new
bulky goods destinaton within this region of Sydney and encourage the
development of the surrounding precinct. Furthermore, the developmeant will
further enhance amployment oppartunities within the precinct, with is identifizd
as another key objective within the Draft South Sub-Regional Strategy.

TI Tenmpe IXER, Sydney B2 PitneyBowes
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Section 2: The bulky goods/homemaker market

This section defines the bulky goods/homemaker market in Australla and outlines
the key development trends for these cantres.

2.1 Bulky goods/homemaker market definition

The homemaker market specifically refers to the part of the retall market involved
in the sale of whitegoods, browngoods, foonng, forniture, hardware and
homewares. This segment of the retall market is also sometimes referred to as
the "bulky goods” market, although this inference refates to the size of goods, not
all of the goods sold within this part of the retail market are large in size.

The relevant market comprises approximately 20% of total retall spending In
Auvstralia and includes the following categones:

+ Home Entertainment Equipment = Furnitiure

« Computer Hardware & Software = Floor Caverings

* Household Appliances » Whitegoods

+ Home Decoration » Hardware/Garden

» Manchestar = Recreatlonal Equipment / Sporting
Goods

These categories form the core products typically sold in large tenant/bulky goods
outlets. However, there are several other spending categories (e.0.
communications pnd glassware/tableware and pet supplies) which are also found
in some bulky goods outlets but are not the key focus of thelr business or
represent the majority of their sales. As discussed in Section 1, TKEA s primarily a
furmiture retailer but also sells a range of homewares products such as crockery,
cutlery, glasses and the like.

4§ Pitney Bowes
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Traditionally, department stores such as Myer and David Jones, and to a |essar
extent discount department stores (Big W, Target and Kmart) were |mpartant
retallers within this market. In more recent times however, and especially over
the past decade, specialist bulky goods retallers Iincluding "big box™ stores such as
IKEA, Harvey MNorman and Bunnings, as wall as smafler retailers, have bhesn
capturing an Increasing share of the bulky goods market in Australia.

The homemaker/bulky goods segment of the total retall market has generated
enormous interest from retailers, property developers and investors over the past
decade. This interest has been fuelled by the rapidly changing nature of this
segment of total retail spending, and the emergence of specialist retallers, such
as those noted above, to cater specifically for this segment.

Demand for goods sold by stores such as Harvey Norman, Bunnings, IKEA,
Freedom Fumiture, Barbeques Galore and other natiopal chain bulky goods stores
has been drven by a boom n new home formation throughout all parts of
Australia. This increase in the formation of new homes has in turn, been driven
not only by population growth, but also by changing lifestyles and continually
reducing average household sizes. Thus, new households are formed (0 many
cases because of the reduction in average household size {l.e. an increase n
single person households or couple households with po children) and that Factor in
turn drives increased demand for new homemaker goods.

The rapid development of technology has been another contributing factor, with
expenditure on lefsure and entertainment items, such as those retalled by
Harvey Norman in particular but also by retailers such as Retravision and Dick
Smith Powarhouse, having grown strongly as a consequence,

The upshot of this combination of factors Is that there s not a clear cut
demarcation, elther on the demand side or on the supply side, between the bulky
geods/homemaker market and the other segments of the total retal market.
There are many “traditional™ retailers which serve In part. the needs of bulky
goods/homemaker ¢onsumers, but whose pomary focus i85 on other retall
segments, e.g. department stores and discount department stores, There are
other retallers which focos primarily on the bulky goods/homemaker segment af
the retail market, but which also sell some more traditional retall goods. Harvey
Morman and Dick Smith Powerhouse are both examples of such retailers.
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The more prominent national bulky goods retailers include:

¢ Harvey Norman « Bunnings Warshouse
« Freedom Furmniture s JKEA

# Barbegues Galore = Bing Lee

* Forty Winks * Dick Smith Powerhouse
» Retravision = Capt'n Snooze

# Domayne #  Fantastic Furnmiture

2.2 Bulky goods/homemaker centre development

The development of homemaker centres In Australia 15 a continually @valving
process. Originally, homemaker tenants typically preferred free-standing locations
along major traffic routes in suburban areas. The location decisions of these
retallers were baing primarily driven by the level of exposure to passing traffic
and low rentals on offer at these sites. The bulky nature of tems on offer at
homemaker centres in geperal necessitates a large display floor area, resulting in
& relatively low return on floorspace and conseguently making low rentals one of
the primary drivers of location choloe for these retallers.

Ovar tHme, a number of homemaker retallers began clustering together,
recognising the considerable cross-benafits available from co-location with other
similar retailers. The main benefit from such a co-location derives from the nature
of the homemaker markel, which s a8 "comparison goods” market, whereby
shoppers are seeking to compare prices across a number of different retallers. In
recognition  of the considerabile flow on benefits of increasing shopper
convenience; a number of bulky goods destinations have evolved throoghoot
Australia. These developments, however, are typically on separate land titles
without shared carparking and access.

SEARMTIE MEELT AXEEEs1ihi
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Chver the past decade, distinet homemaker centres have become much more
prevalent throughout Australia, These centres are now one of the fastest growing
categories in terms of new retall related property developments. These centres
have provided a higher level of shopper amenity including 8 wide range of
tenants, simple and easily accessible carparking, and in some cases, enclosed air-
conditioned centres.

The key principles required for a strong performing homemaker centre aré
broadly the same as for any other shopping centre) however, carparking and
accessibifity ane paramount. Typically, one or a number of large box retailers are
the ey anchors effectively providing the key drawcard and generting the
customer traffic at the centre. Other retailers then “hang off” these icon tenants,
benefiting from the customer flows in a similar manner to the specialty shops In

more traditionsl shopping centras,

More macently, & npunmber of precincts have emerged throughout major
metropolitan cities such as Sydney for premier bulky goods locstions. These
locations typicatly incorporate up to 100,000 sq.m of bulky goods floorspace in
one location. Such examples include Parramatta Road at Auburn and Moore
Park/Alexandria In the eastern suburbs of Sydney. These precincts are typically
made up of & larga number of traders with the largest trader vsually 10,000 sg.m
N 'sire,

IKEA stores at around 30,000 sq.m in size, are ane of the largest, If not the
largest bulky goods operator in the Australian marker. The requirements for an
IKEA store at 2 sftandalone cantre are reflective of its size and pulling power. IKEA
stores do not peed to locate with other bulky goods facilities In ts Immediate
region given the strength of the brand.

- 1 fempe IREA, Sydnay == PitneyBowes
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Section 3: Trade arsa anaiysis

This section detalls the trade area that s likely to be served by the proposed [KEA
store at Tempe. In addition, the corrent and projected trade area population and
spending levels are dotailed and the socio-demographic profile of the trade area
population |s also summansed,

3.1 Trade area definition

The extent of the trade area or catchment that s served by any shopping centre
Is shaped by the Interplay of a number of critical factors. These factors include the
Toltowing:

ks The most Important factor that serves o determing any particular cantre's
trade area s the relative attraction of the centre in question as compared
with altermative competitive retall facilities. The factors that determinge the
strength and attraction of any particular centre are primarily the scale and
compaosition of the centre, in particular the major trader or traders that are
included within it: the layout and ambience/atmosphere of the centre; and
carparking, including access and ease of use.

. While the strength and appeal of the subject centre directly impact on the
breadth of customer draw, the proximity and attraction of competitive retall
centres serve o restrict a subject ceptre’s abllity t© extend its trade ares.

Thus the locations, compositions, quality and scale of competitive retall
facilitbes all serve to défine the extent of the trade area which the centre in

guestion I effectively abilé {b serve,

lii. The avallable road néetwork and public transport system, as they operate 1o
effect ease of pccess (o the centre In question are also Important factors
impacting on its relative attractiveness.

v, Significant physical bammiers which are difficult to negotiate or which take
considerable hme to cross can often act w delineate the boundaries of the
trade @reas that are able to be served by specific cantres:
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The trade area that is likely to be served by the proposed IKEA store has been
defined taking into account each of the above factors. The most important factars
that will shape the extent of the trade area for the centre are considered to be the
following:

The lacation of competitive facilities within the Eastern and Southern suburbs
of Sydney.

The only IKEA store within Sydney currently s located at Rhodes Waterside
Shopping Centre in the Morth-West of Sydney, As such, the proposad [KEA
store at the Tempe site 15 ideally Jocated to service the population located fo
the south of Parramatta Road. IKEA is a major destinational store drawing fram
a4 very significant reglon, usually up toe 1 howrs drive from the stare.
Consequently, IKEA at the proposed dite will have a significant reglonal draw,

The location of the site along the Princes Highway, which provides easy
accessibility from major roads such as the M5 Motorway/Eastern Distributor
and Botany Road.

Taking all of the above factors into account, Map 3.1 and 3.2, illustrate the extent
of the trade area that is likely to be sérved by the proposed Tempa IKEA store, As

shown, the defined trade area incorporates a broad region, encompassing

significant parts of southern and eastern Sydney and Is defined to incorporate a

primary sector, four secondary sectors and two tertiary sectors, described as
follows:

# The primary sector includes the inner south-western Sydney area, extending

—

from Ashfield and Newtown. in the north through o Georges River in the south.
The extent of the primary sector is limited to the east by competing bulky
goods retall facllities at Alexandria and Moore Park and to the west by bulky
goods retall facilitles at Bankstown.

The sacondary narth sector includes the mner western suburbs of Sydney,
extending further north of the primary sector through to Birkenhead Point. This
sector includes the suburts of Five Dock, Lelchhardt, Annandale, Glebe and
Pyrmont,

Tempe IKES, Syafy H F"ItﬁE'fBﬂWEE
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« The secondary east sector compnsas the Sydney CBD as well as the eastern
and southern suburbs of Sydney. The secondary east sectar |5 bounded to the
porth by the Sydney Harbour and to the east and south by the coastline,

« The secondary south sector incorporates suburbs located to the south of
Georges River within the Sutherland Shire.

+« The secondary west sector encompasses suburbs located 1o the west of the
primary sector, bounded by King Georges Road e the east, Gearges River o
the south, Henry Lawson Dnve to the west and Liverpoal Road,/Hume Highway
to the north.

« The tertiary south sector includes the outer south-western region of Sydnéy,
Residents of this sector would have easy access to the Tempe site via the M5
Motorway, Thes2 residents can choose [0 shop at either Bhodes Waterside
IKEA or the proposed [KEA at Tempe sifce |t is likely to take similar time to
travel to each of these stores from this sector.

= The tertiary north sector extends north to include the Lower North Shore of
Sydney, bounded Lo the south by Sydney Harbour and east by Middle Harbour.
This sector extends north to Chatswood,

In general, the extent of the trade area is limited to the north by the existing
IKEA store at Rhodes Waterside Shopping Centre and bulky goods facilities along
Parramatta Road in Auburn, The proposed site, therefore, would have a main
focus on serving the southern and eastern suburbs of Sydney, as well as the
Lower North Shore of Sydney, where residents would have a choice between the
Rhodes store and the Temps store,

The combination of the primary sector and secondary sectors are referred to
thmughout the remainder of this réport a5 the main trade area (refer Map 3.2).

The combination of the mam trade area and the tertary north and tertiary south
sector ls then referred to as the total trade area [refer Map 3.1).
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3.2 Trade area population

Table 3.1 ana 3.2 detail the recent and projected future population levels within
the total trade area defined for the proposed Tempe IKEA store. This information
I sourced from the following:

s« The 2001 and 2006 Census of Population and Housing,

# Maw dwelling data from the Australian Bureau of Statistics (ABS) owver the
period 2001-2006,

+ Planning reports such as the Draft South Sub-Reglonal Strategy.

+ Population projections prepared by the New South Wales Department of
PManning.

In general, the population groweh within the trade area has been solid, with the
majority of growth occurming within the primary, secondary east and tertiary
south sectors,

Table 3.1 and 3.2 detail the current and projected future population levels within
the Tempe trade area. The trade area population s currently estimated at
1,895,140, including 374,650 persons within the pnmary sector apnd 1,350,550
within the main trade area.

The attached Map 3.3 highlights the new dwelling approvals throughout the
southern region of Sydnay over the perod 2001-2006. As highlighted, there have
been significant new dwelling approvals in the immediate region of the Tempe
site, New dwelling approval activity s shown for new houses as well as other
dwellings which include town houses, flats and mult-unit devejopments. 1n
general, there is a high level of residential activity throughout the reglon. This
level of dwelling growth would Indicate strong demand for homemaker goods.

Population growth within the defined trade grea s projected to continue to be
strong. With the exception af the tertiary south sector, which will be Greenfield
development, the majonty of growth within the regron will predominately be in-fill
development, This is a result of the established and bullt-up nature of the Sydnay
metropolitan region,
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Saveral major residential developments are currently proposed or underway
within the defined trade area, with the most relevant including:

» Discovery Paint, situated within the suburb of Waolll Creek, at the south-eastern
edge of the primary sector, This development has masterplan approval and
proposes the addition of in-excess of 1,000 units. The development will also
include some retall and commercial Noorspace. This development s assumed
to be staged and |s likely ta be complete post 2016,

s Frasers Broadway, on the former Carfton and United Breweries site within
Chippendale, In the secondary north sector, This development, which has
conceptl plan approval, proposes the addition of wp to 1,666 residential
dwellings. In addition, a significant commercial, retall and community centre
component s alsa planned, This development will be bullt progressively to
2017.

s The South Sydney Urban Repewal Corridor proposes an  additional
22,000 dwellings over the next 20 years. Major components mclude Green
Sguare Town Centre, within the secondary east sector. provided within the
suburb of Alexandria, The Green Square Town Centre redevelopment area is
projected to Incorporate a future population of some 5,500 persons within the
Town Centre [tself, with the ultimate population projection of owver
33,000 persons by 2021. This development & currently in the planning stages,
along with the Victods Park Town Caentre, which proposes some
3,185 dwellings or around 6,000-6,500 parsons upon comgiétion.

s Another significant project currently proposed within the region s the Harbour
Foreshore Park and Commercial Complex focated n East Darling Harbour,
Barangaroo, situated within the secondary east sector. This development is
currently In the initial planning stages and as such, the final composition of the
centre has not yet been determined. 1t s likely, however, that the significant
development will incorporate a large residential, retaid and commercial
component. This developmeént is unilkely to be complate untll around 2020.

# [n-addition, a substantial redevelopment of the former Eveleigh Rallway Yards,
in the secondary east sector, s proposed to incorporate over 1,250 residental
dwellings. Simitarly, this developmant is unlikely to be complete until 2020,
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Taking the above Into account, the trade area population is projected to Increase
to 2,120,600 by 2021, including 1,457,220 persons within the main trade area
and 394,650 persons within the key primary sector,

Totde 31
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New Dwelling Approvals, 2001 - 2006
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3.3 Socio-demographic profile

The results from the 2006 Census of Population and Housing enable a detaited
profiling of the Tempe trade area population to be undertaken. In general, the
socig-demographic  profile  differs  substantially between sectors, with the
secondary north and secondary east sectors of the trade area population,
consistent with an affluent inner suburban area of & major capital city, comprising
mostly singles and couples who are professional workers., The population af the
secondary west, secondary south and tertiary sectors of the trade area are
characterised by more traditional families {l.e. with dependent children} living on
the outskirts of the metropolitan area, where larger dwellings are more
affordable, The characteristics of the primary sector population |5 somewhat
mixed between the above two groups.

Table 3.3 and 3.4, as weall as Chart 3.1, summanse the key socio-economic
characteristics of the Tempe trade area papulation, Key pomts to fote régarding
the profile of the trade area population, as comparad with the respective Sydnay
metropolitan average, are as follows:

* The total trade area population has an avermge age comparable to the Sydney
metropalitan average. Generally, the average age of the population in each of
the main trade area sactors 15 older than the benchmark level, The combined
average age of residents within the tertiary sectars at 34.8 years, however, is
younger than the Sydney average of 36.6 years, with over 21% of residents
aged below 14 years.

» The main trade area population eam average per caplta incomes that are
higher than the Sydney average, which s mainly influenced by significantly
higher incomes from the secondary north and secondary east sectors. On a per
household basis, the average income level of the overall main trade area
population is more comparable with the Sydney metropoalitan average.
iResidents of the primary and secondary west sectors, however, earn [ncome
levels which are below the Sydney metropolitan average., The tertiary north
sector residents consist of @ more affiuent, older population, while residents
within the tertiary south sector =am Iincome levels that are below average on
both a per capita and per househald basis. The Oter South-Western region of
Sydney, which makes up the tertiary south sector, |15 becoming Increasimnghy
popular for young families with dependent children who prefer larger houses
and these are more affordable in this region compared with inner eity suburbs.
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s There 15 a lower level of homeoswnership throughout the main trade arsa, with

the corresponding high proportion of rental properties, especially within the
secondary north and secondary east sectors, where over 49% of rental
properties compared with the benchmark level of 32.3%, This reflects the inner
city location with a significantly higher average price for howses and
apartments. The combined tertiary sectors have the highest level of home
ownership at around 65, 3%.

A review of the household structure of the trade area population Indicates &
higher than average proportion of households consisting of couples without
children and lone person households within the secondary north and secondary

‘east sectors while the secondary south, the secondary west and tertiary

sectors comprise the above average proportions of traditional familles with
children. The majority of the population within the primary sector CoOmprises
couples with dependent children.

Given the diverse nature of the trade area population, there are @ number of
different customer segménts who would all demand bulky goods facilities. The

planned [KEA store at Tempe would therefore, be well positioned to cater for the

demand from this diverse population.
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3.4 Trade area retail expenditure capacity

The socio-demographic profile of the Tempe trade area population has a major
bearing on the retail expenditure capacity of this population, The single major
determinant of the total retail spending capacity for any population js the
available income level, Other factors which then serve to Impact on the likely
distribution of the retaill expenditure capacity (Le. between food and non-food
spending or different segments of non-food spending) include the age distribution,
the ethnic profile and the family structura of that population.

The estimated retall expenditure capacity of the Tempe trade area population Is
based on information sourced from MDS Market Data Svstems, which utllises a
detalled micre-simulation model of household expenditure behaviour for all
residents of Australia. The model takes mio account information from & wide
variety of sources, including the reguiar ABS Household Expenditure Survey,
National Accounts Dats, Census Data and other information.

The MarketInfo product from MDS starts with the household expenditure survey,
a comprehensive exercise conducted by the ABS every five years. In the latest
survey, Just under 7,000 households across Australla were asked to provide
complete detalls of their spending owver specified periods, In addition to a
tharough interview, each member of the household in guestion over the age of 15
I5 reguired to keep a diary of every expenditure made over a two week period.
The respondents itemise all outgoings by attaching grocery recelpts as well as
accurataly recording all other ransactions which may range from taxi fares o
insurance and alimony paymants, to the amount of pocket money given to
children in the hausehold. Complete financial and social infarmation about the
entire household is also provided.

Al of this data 5 then matched with the Census, Centrelink, National actounts
and other data collected by state and national govermments to create a model of
spending that is at the heart of MarketInfo. Micre-simulation technigues are the
method by which these detailed calculations are perfoermaed.
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Marketinfo calculates spending levels down to the Census Collectian District
(CCDY, the smallest defined area used by the ABS, Each CCD covers an area of
approximately 180 househotds, Marketinfo is able to drill down to this level
becaipse it starts with the unit records from the household expenditure survey and
then uses the spending and other Information from all of the nearly
7,000 surveyed households as the basis for modelling these actual resulis to the
broader community.

Martketinfo s used by a broad mange of organisations throughout Australia.
Among the current users are AMP, Centrelink, Commonwealth Bank, Emst and
Young, KPMG Consulting, Lend Leass, McDonalds, WA Health Department,
Westheld and Woolworths.

Throughout Mew South Wales, Victoria and Queensiand, the Markatinfo estimates
of retall spending that are prepared independently by MDS are commaonly wsed by
all parties in Economic Impact Assessments of a similar nature to the Tempe
proposal.

Table 1.5 presents the estimated retall expenditure pér person by food and non-
food commodity groups for residents of the Tempe trade area In 2007/08, These
spending levels are compared with the respective Sydney metropolitan
benchmarks in each ipstance, ndicating an overall higher spending lavel, All
spending figures in this report Include GST,

Tahle 3.6 details the expenditure per capita on bulky goods/homemakar goods by
segment for the trade area population, Overall, the bulky goods/homamaker
sxpenditure thresghout the trade ares on a per person basis s comparable with
the Sydney metropolitan average. The estimated homemaker expenditure per
capita, however, differs substantially between sectors, with the highest
expenditure recorded in the tertiary north sector, followed by the secondary
parth, secondary south and secondary east sectors. Spending in these sectors is
all substantially higher than the Sydney metropolitan average. On the other side
of thie equation, spanding recorded within the primary sector, secondary west and
tertiary south sector i substantially lower than the Sydney metropolitan average.
Chart 3.7 flisstrates the retail spending per person within the Tempe total trade
area in 2007/08.
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Expenditure on the core range of goods normally sold In bulky goods/homemaker
centres accounts for approximately 20% of the total retail expenditure of the
Tempe trade area population. This patterm of expenditure -is only slightly lower
than the Sydney metropelitan banchmark (19%:),

Table 3.7 summarises the total level of bulky goods/Homemaker expenditure
generated by the trade area population and the projected increases in this
expenditure over the period to 2021. Similar information Is shown for the total
levels of retall expenditure generated by the trade area population n Table 3.8,
Al forecasts are expressed n constant 2008 dollars (Le. excluding inflationary

growth).
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The total retall expenditure generatad by the Tempe trade area population for the
year to June 2008 is estimated at $22.8 billlon, of which bulky goods/homemaker
expenditure accounted for approximately $4.4 billlon, Over the perod to 2021,
the total retall expenditure s forecast to Increase by $6.7 billion 1o $30.5 billion.
Total homemaker/bulky goods expenditure is forecast to Increase over this period
by 1.6 bllllon to $6.0 billion,
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Retall expenditure forecasts throughout this report make an allowance for real
growth in retall expenditure estimated ar 1.5% for the homemaker/bulky goods
market and 1.0% across all other retail categortes. The level of real growth of
1.5% for the homemaker/bulky goods market is lower than recent real growth
rates achieved in this market which has been running at 2.0%-3,0% over the past
decade, while the growth of L.0% for other retall floorspace 15 consistent with
lang tearm Australian trends.
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Section 4: Competitive framework

This section of the report reviews the competitive framework within which the
proposed Tempe IKEA store would operate. This review includes analysis of the
existing and proposed bulky goods/homemaker centres and precincts as well as
traditional retail facilities which affer competitive floorspace.

The locations of major bulky goods faclities provided throughout the Sydney
metropolitan region are shown on the previous Maps 3.3 and 3.4, with Table 4.1
summarising thess facilities, including estimated sizes and composition based on
all available information.

4.1 Primary sector

The existing provision of bulky goods stores within the primary sectar are
concentrated at Hurstville and Rockdale. There are no major dedicated
homemaker centres within the primary sector. There are, however, a number of
fregstanding major bulky goods retallers along Princes Highway, about 5 km
south of the Tempe site. Some of the major national bulky goods traders within
this sector include Bing Lee, Spotlight, Officeworks and Bunnings.

The Princes Highway forms the major artenal road throughout the locality and as
gsuch, It is the location for a large proportion of retailing within this precinct. There
are g number of smaller Independent bulky goods traders provided aleng the
Princes Highway within the immediate Tempe region, The types of bulky goods
faciities provided within the area surrounding the Tempe [KEA =site are
predominately focused on the awtomotive Industry, with a number of smaller
independent furniture stores, electrical traders and hardware stores also provided,
The types of automotive traders include a number of mechanics, smash repairers,
car showrooms, auto accessories and the like.

Taking rvhe above into account, 1t s unlikkely that the proposed TKEA store will
compete directly with these types of existing traders along the Princes Highway.
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Retailers positioned along the Princes Highway, within the immediate Tempe IKEA
precinet, are generally quite dated, including several vacancies, and are provided
in a piece-meal fashion. Consequently, many of these traders are in need of
renawal and redevelopment. In addition to this, a lange proportion of these
Princes Highway tenants do not typically provide adequate, easlly accessible
carparking,

4.2 Secondary north sector

There are no dedicated homemaker centres within the secondary north sector of
the trade area. There are, however, @ number of freestanding bulky goods
retallers along Parramatta Road, In the suburbs of Annandale, Camperdown and
Lejchhardt, A number of bulky goods traders aré also located at Broadway
Shopping Centre and include Harvey Norman, Dick Smith Electronics, Rebel Spon,
Freedom and Adairs. Some of the remaining major national bulky goods traders
within this sector Include Officeworks, Sleep City and Fantastic Fumiture,

4.3 Secondary east sector

The south-eastern reglon of Sydney 15 a significant bulky goods destination with
bulky goods retailing provided i two significant homemaker centres, namely
Moore Park Sopa Centa and at Style At Home Alexandria. These centres include
32,500 sg.m and 22500 sq.m of bulky goods MNoorspace, respectively, and
provide & number of the key major national tenants.

Moore Park Supa Centa previously Included an IKEA store, which closed In May
2006 when IKEA apened at Rhodes. Moore Park Supa Centa s currently very
popufar given that it is the largest concentration of bulky goods facilibies for the
local population. This centre s located on Dacey Avenue and has a provision of
basement |evel carparking.

Style At Home Alexandria opened In 2005, and includes over 30 retailers with key
tenants ipcluding The Good Guys, Oz Design, Forty Winks and Bing Lee, The
centre 15 also easily accessible via ORiordan Street and is a two level centre with
basement level carparking and also includes a smaller provision of Carparking
provided an the upper level,
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In addition to the bulky goods faciities provided at the designated homemaker
centres, there are also a3 number of bulky goods stores provided In this sector
including Officeworks, Domayne, Harvey Norman and Bunnings.

The secondary east sector also Incarporatez the Sydney CBD, and as such,
mcludes & Arge provision of bulky goods traders within this central precinct.
Major tenants located within the Sydney CBD include Harvey Norman,
Officeworks, JB Hi-Fi, Rebel Sport and Bing Lee:

4.4 Secondary south sector

Within the secondary south sector, the majority of the bulky goods stores are
located at Homeworks Carmgbah, located within the Taren Point Road bulicy
goods precinct, some 14,5 km south of Tempe. National tenants reprasented at
this centre include Fantastic Furniture, Freedom, Forty Winks and Nick Scall.
Elsewhers within the Taren Point Road precinct are Bunnings Warehouse,
Officeworks, Domayne and Beacon Lighting.

Westfleld Miranda, located within the secondary south sector, also incorporates a
number of pnational bulky goods renants, including Adawrs, Toys B Us and Dick
Smith Electronics,

4.5 Secondary west sector

Within the secondary west sector, the Chapel/Canterbury Road precinct in
Bankstown |5 the only dedicated bulky goods centre. Home Central Bankstown
and Bankstown Homemaker Tty comprse two main components of this precind,

Home Central Bankstown Is Iocated on the north-east corner of Chapel Road and
Canterbury Read, 18 km south-west of the Sydney CBD and 14 km weast of the
Tempe ‘site. Home Central Bankstown opened in 2002 and consists of
17 tenancies incorporated into a U-style, or horseshoe format, over a single level,
The total Moorspace of the centre s approximately 17,900 sq.m, with & provision
of over 300 at-grade carparking spaces. This centrg s anchored by The Goods
Guys, Toys R Us, Snooze, Super Cheap Auto and a number of other tenancies.
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Bankstown Homemaker Clty Is located Immediately south of Home Central
Bankstown, Homemaker City comprises some 24 tenants over 18,600 sqg.m of
space. Tenants at this centre include Freedom, Bing Lee, Dick Smith Powerhouse,
Forty Winks and Deco Rug. The Chapel Road precinct, therefore, i5 a major
destination for homemaker shopping In Bankstown and within the secondary west
s2ctor;

4.6 Tertiary north sector

Thare are a limited number of bulky goods traders located on the Lower North
Shore of Sydney, primarily situated around the Pacific Highway, Major provigions
of tenants are situated In the suburbs of Chatswood, Crows Nest and Artarmon.

The majonty of the bulky goods retailers within thes precinct are free-standing
staores, drawing business fraom passing traffic along the busy Pacific Highway.
Some of the major national bulky goods tenants situated within the region Include
Bunnings, Harvey Norman, Bing Lee, Dick Smith Powerhouse, The Good Guys,
JB HI-Fi and Fantastic Furniture.

4.7 Tertiary south sector

There are a number of competitive bulky goods/homemaker centres within the
tertiary south sector including Liverpaol Mega Centre and Crossroads Homemakear
Centre at Casula,

Liverpool Mega Centre Is around 30,000 sq.m in size, located 25 km south-west of
the Tempe site on the eastern side of the Cumberand Highway. Major tenants at
this centre include Harvey Norman, Domayne, Forty Winks, Sleep City, Everyday
Living and Deco Rug. Tandy, Dick Smith Electronics and Toys R Us are also
located within Westhield Liverpool meglonal shopping centre. Elsewhere within
Liverpool, there are a number of free-standing bulky goods retail suppliers such
as Oificeworks and Spotlight,
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Crossroafds Homemaker Centré is located within the suburb of Casula, 28 km
south-west of Tempe. This cantre is around 50,000 eq.m In size and is
strategically located between the Hume Highway and the South-Western Freeway.
The centre would, therefore, serve the needs of resldents in Outer South-Western
Sydney. Retailérs represented at this centre include The Good Guys, Barbecies
Galore, The Sleeping Glant and Beacon Lighting.

The majority of the bulky goods retailers within Campbelitown are free-standing
stores, Some of the major national bulky goods tenants include Bunnings,
Damayne, Everyday Living., Fantastic Furniture, The Goods Guys, Spotlight and
Toys R Us, Macarthur Square regional shopping centre alsa has some bulky goods
suppliers including Adalrs, Dick Smith Electronics and Rebe| Sport,

4.8 Beyond trade area

Beyond the trade area, there are a number of compeating bulky goods/homemaker
centres, The most significant of these is the Aubum Home Mega Mall, located over
16 km north-west of Tempe. The centre |5 one of the largest enclosed homemaker
centres in Australia at 32,000 sq.m with national tenants Snooze, Deco Hug,
Freedom Fumiture and The Good Guys. The centre is located In the fargest bulky
goods precinct in Sydney and Australia, including argund 100,000 sq.m af bulky
goods floorspace within the total reglon. Other major tenants in the Immediate
vicinity include Harvey Noarman, Bunnings and Domayne, This llimits the extent of
the Tempe trade area to the north,

The existing IKEA store within Sydney |5 located at Rhodes Waterside Shopping
Centre, over 15 km north-east of Tempe. This IKEA store, however, is not located
within a designated bulky goods precinct, (nstead s located in & traditional
shopping centre. Additional bulky goods/homemaker tenants within Rhodes
Waterside Shopping Centre incliide Adairs, Dick Smith Electronics, Bing Lee and
Howards Storage World.
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4.9 Proposed retail developments

Table 4.2 details & number of the most relevant developments that will
incorparate bulky goods/homemaker floorspace within the defined trade area. As

shown, the most significant developments include:

Home Headguarters at Artarmon within the tertiary north sector. This
development is planned to include some 26,337 sqg.m of Noorspace, with a
focus on bulky goods floorspace. The development will also include some
floorspace for associated uses as well as a café. This developmeant s likely to
be complete in late 2009,

A bBulky goods development s currently proposed at Kogarah within the
primary sectar, Ths development s planned 1 be a mixed use centre of
argund 17,000 sq.m, including bulky goods retallers, commercial, madical and
community floorspace. A development application has baen lodged with Council
and is awaiting approval, For the purposes of this analysis we assume a bulky
goods component of some 5,000 sgm. IF approved It s likely that the
development will be compated In early 2010,

In addition to the bulky goods/homemaker competition, there are a number of
proposed developments that are likely to include significant proportions of
traditional retall floorspace, the most significant developments Include:

s reen Souare

s  Fetland (Victoria Park)

»  Discowery Pommt

» Barangaroo

It |5 unlikely that these facilities will incorporate a8 bulky goods/homemaker

component and as such, will not compete directly with the planned IKEA store at
Tempe,
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A significant bulky goods componant was proposed to form part of an expanded
Sydney Airport, however, this propesal Is now unlikely to proceed in the current
form and, at this stage, no additional plans have been lodged. The development
was planned to include a retail component of 48400 sg.m. induding a
24,000 gq.im oublet centre, 10,000 sq.m homemaker centre, a8 large discount
store and a food court, The Federal Transport Minkster has announced that the
development will not proceed due to safety implications, [t iz possible that Sydnoy
Airport Corporation may consider a revised development, however, any (utura
application would be subject to the same procedures and review,

Taking the above into conskderation, as no development s currently approved at
the site, for the purposes of this analysis we assume that the development does
not proceed. This position s in-line with standard EIA assumptions regarding
mooted developments.

There 5 also & proposed retail development at Bankstown Airport. A draft
masterpian has recently bean approved, with a view to commercial bulky and
Industrial floorspace lkaly to be developed st the site in the future. A Bunnings
store of around 12,500 sq.m s currently provided an Airport land along Milperra
Road. This development is unlikely to compete significantly with the planned IKEA
developmaent, baing located arownd 14 km from the planned Tempe site.
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4.10 Summary

In summary, It can be seen that there are a number of bulky goods retallers
within this region of Sydpey. This belhg sald, there is only & provision of one
existing IKEA store within the region; at Rhodes Walerside, located beyond the
trade area. Given the substantial size and unigue draw of TKEA, it t5 maore likely
that this facility will compete with the existing store at Rhodes Waterside as
compared with traditional hilky goods retailérs situated throughout the region,

The major bulky goods précincts within the defined trade area are sltuated within
the secondary east sector (Alexandna/Moore Park), the secondary weast sactor
(Bankstown) and the tertiary south sector (Campbelitown and Casuvla). Major
precincts situated beyond the trade area include the facilities along Parramatta
Road at Aubur to the north.

Remalning bulky goods facilities within the immediate Tempe region are generally
stand-alome  traders sltuated aleng major roads and generally serve & more
localised catchment, a5 well 85 passing trafMc.
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Section 5: Bulky goods lNoorspace capacity

This section of the repont provides a simple but instructive analysis:- on the
floorspace capacity for bulky goods/homemaker facilities throughout the defined
Tempe trade area. This analysis |5 based on the curment and projected resident
population and the likely spending levels that will create demand for bulky goods
foorspace.

Table 5.1 presents our analysis of the provision of bulky goods/homemaker
floorspace throughout the defined Tempe trade area. This |s the area from which
the proposed store, and mast of the bulky goods retailers within the region, would
drow tha majority of their sales.

This analysis can be summarised in the fallowing key steps;
Demand side

In order to outline the demand for bulky goods floorspace within the trade area
currently and in the future, tha first step is to outline the population throughout
the dafined trade ares. The current population e estimated at 1,885,140 and s
projected to increase to 2,025,350 by 2016. This represents an increase of
130,210 persons over the next eight yvears or an additional 7.0% of the existing
trade area population.

Expenditure levels per person and In total are then outlined, with current
homemaker/bulky goods expenditure estimated at $4.4 billion, increasing to
%5.3 billion by 2016, expanded In constant 2007/08 dollars, |le. excluding
inflation.

The next step in the analysis 15 to estimate the total supportable floorspace,
based on a retail wrpover density or average trading level per sg.m for bulky
goods floorspace, Typlcally, bulky goods foorspace trades at amound $3,000-
3,500 par sg.m throughaut the Australian anvironment. Having sald this, trading
levels vary substantially according 1o wenant type (@.g. slectrical goods can trade
far above this leval, while fumiture stores trade well balow this level), between
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national and independent brands, with national brands typically being more
popular, and a&iso based on location. Given the average incomes achleved
throughout the trade area population (the total trade amea household income is
generally slightly higher than the Sydney metropolitan average) we have adopted
an average sales level of $3,500 per sq.m across the bulky goods floorspace in
the Tempe trade area.

On this bagis, the level of demand for bulky goodsfhomemaker floorspace
throughout the defined Tempe trade area s currently estimated at
1,265,817 =q.m (54.4 billiom in total expenditure divided by $3,500 per sq.m).
This figure is projected ta increase to 1,519,108 sq.m over the period to 2016, a
total Increase of around 253,292 sq.m over eight years, This represents
approximately 31,660 sq.m of bulky goods floorspace required each year. As a
rasult, the development of the IKEA store itsélf would only satisfy just over one
year of demand.
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Supply side

Given the extensive trade area, incorporating a large proportion of metropolitan
Sydney, it Is difficult to estimate exactly the total provision of bulky goods
floorspace within the trade area, This being sakl, we estimate that there |5 a
provision of some 700,000 sg.m of bulky goods fMloorspace dedicated to the major
tenants (refer Table 4.3). Thersfore, taking a conservative approach and
agsuming the total provision of bulky goods traders is in the order of 850,000-
900,000 sg.m throughout the trade area, this would still indicate a significant
deficiency of bulky goods floorspace at over 350,000-400,000 sq.m (e
1,265,800 sq.m=900,000 sq.m).

The current low provision of bulky goods/homemaker floorspace within the trade
area s demonstrated further in the previous Section 4 when the existing
floarspace provision is divided by the existing population level in order to obtain
the provision of fioorspace per capita. Across the total trade area, the provision is
around 0.4-0.45 sg.m per person, which is significantly below the Australian
average of 0.65 sq.m per person,

The estimated B50,000-900.000 sg.m provision of bolky goods/homemaker
floorspace includes foorspace in homemaker and bulky goods centres and
precincts, and also  the estimated provision of competitive  bulky
goods/homemaker fioorspace provided [0 regional and sub-regional shopping
centres {i.e, proportion of department store and discount department stores
dedicated to bulky goods). As such, we have adopted an all encompassing
approach where we have dllowed for all competitive homemaker/bulky goods

fioorspace.

This existing undersupply of bulky goods/hememaker floorspace would increase
substantially each year without any additional bulky goods development n the

region,

As shown, by 2016, the bulky goods/homemaker floorspace demand Is projectad
ta grow by 253,292 sq.m. This s in addition to the existing undersupply of around
350,000-400,000 sq.m. Consequently, it can be seen that the significant
deficiency in bulky goods floorspace is expected to continue in the future.
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Az discussed in the previows section, there are a number of bulky goods
developments that are currently underway or proposed within the trade area. It is
estimated that this floorspace would total some 104,500 sq.m. Even allowing for
the addition of the proposed Tempe IKEA store, this would result in an additional
floorspace supply of 138,502 sq.m, which Is still significantly below the current
demand, let alons additional demand that is llkely to result in the future. As such,
there will be & continuing undersupply of bulky goods floorspace, even after the
addition of IKEA.
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Section 6: Patential sales and possible Impacts

The finat section of this report considers the market scope and sales potential for
the proposed Tempe IKEA store and also discusses and quantifies the |ikely
economic impacts from the development.

The success of any particular retail facility be It an Individual store or a collection
of stores provided in a shopping centre, |s determined by a combination of the
following critical factors:

« The guality of the faclity, with particular regard for the major traders or
combination of traders which anchor the centre.

= The strength of the tenancy mix relative to the pesds of the catchmant which it
seeks o serve.

s  The physical layout and ease of use,
« Ease of accessibliity and carparking.
#  Amblance and stmosphere of the centre or store.

# The size of the available catchment which the facility serves. This factor sers
the maximum limit to the sales potential that can be achieved.

# The locations and strengths of competitive retail facilities and the degree o
which those alternative facilitles are able to effectively serve the needs of the
population within the relevant trade area.

The likely sales potential for the Tempe IKEA store is now considered, taking afl of
these factors into account, @ch of which has been addrassed In earlier sections of
this repart.
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6.1 Bulky goods potential

A number of key factors are considered (mportant to the development and
ongoing success of homemaker centres or precingts in Australia. These factors
Include regional accessibility, critical mass, major tenant mix, carparking, trade
area population and competition,

In relation to the proposed development of the Tempe IKEA store, each of these
factors is now considered.

Reglonal accessibility

The proposed centre is located on the Princes Highway which 5.8 major artenal
route throughout the region and is alsa in close proximity to the M5 Matorway.
The centre, thereforé, has excellent visibllity and accessibility from both a local

and ragional perspective.
Critical mass

The size of the centre at 38,529 sq.m, includes 33,999 sq.m of retall foorspace
planned for an [KEA store. An [KEA store of 33,999 sq.m would make it the
largest IKEA and largest bulky goods store in Sydney, The centre (s also located n
Close proximity toa major bulky goods precinct at Alexandria.

Major tenants

The only retall tenant to locate &t the site will be @ single IKEA store,
incorporating some - 33,999 sg.m of fAoorspace. In a&ddition, & commercial
component of 4,530 sqg.m is also planned to adjoin the centre. IKEA currently
operates only one store within the Sydney metmopolitan area, which is located at
Rhodes and has been very soccessful, It 6 understood that this IKEA store of
around 25,000 sq.m, trades at in excess of S100 million. A second larger [KEA
store at Tempe |5 also likely to trade-strongly.
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Carpark and design

The store will be simply designed over two levels and will also incorporate a
cafie/restaurant component, The carpark will be provided: at-grade over 3 single
level, mcluding an undércover componant, with direct access to [KEA. Access to
the centreé will be provided from the Princes Highway.

Trade area population

The proposed Tempe IKEA store will serve a farge population Including an
extansive primary and large secondary sectors. This population will continue to
grow in the future,

Competition

There are & number of proposed competitive facilities within the trade area,
particulary at Moore Park/Alexandna, and also beyvond the trade area at Auburn
and north-western Sydney. In terme of IKEA stores themselves, however, there is
only ane smaller I[KEA storé currently in Sydney, located at Rhodes Waterside
Shopping Centre,

As demonstrated in the previous section, there is currently an undersupply of
tulky goods/homemaker floorspace throughout the defined Tempe trade areﬂ. S
such, thers |5 potential for additional facilitkes within the reglon, even taking (nto
account the develppment of the Tempe IKEA store,

Taking each of the above key factors Into consideration, Table 6.1 presents
projected total centre sales for the [KEA Tempe store in 2010/11 {assuming the
first full year of trading for the store), Sales forecasts presented in this report are
in constant 2008 dollars and include GST.
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As IKEA Is the only major retail trader that will locate an this Tempe site, with
sales projected at $103.5 millien in 2010/11, this would equste to an average of
around $3,000 per sq.m across retail Aoorspace. The trade area markat share of
the proposed centre is projected at 1.9%, Including a 2.4% share of main trade
area spending and a 0.6% share of tertiary sector spending, Customers from
beyond the trade area are projected to account for 12.5% of total homemaker
centre ‘sales of around $12.6 million. Ancillary sales are. likely to total some
£2.6 million,

ry

Tampe [KEA, Sydney

Bl Prmdist dyjemiiaries

B4 PitneyBowes

ST



Seckiibn & Potzinildl bates ahd possiile Impacts

6.2 Assessment of likely economic benefits

e proposed development of the Tempe IKEA store will résult in @ range of
ecanomic impacts, From a trading point of view, same |mpacts are likely to be
experienced by competitive retailers throughout the trade area, with these
impacts quantified in the following sub-saction.

On the other side of the equation, It is clear that the development would also
result in & range of economic benefits, The primary benefits would Include the
following:

« The provision of a wider range of shopping alternatives for bulky and
homemaker goods for the surrounding population,

¢+ The development of the Tempe IKEA store would create a number of additionat
Jobs, both for the construction and related industres during the construction
phase of the project and for the economic generally once the store Is
operational,

¢ The development of this large vacant site for a typical retail use within thes
largely Industrdal areéa of Tempe, may stimulate values and interest in the
gurrounding land areas.  Furthermore, the developmant s in-ling with
ohjectives autlined in the Drafl South Sub-Regional Strategy.

6.3 Employment stimulus

As a result of the proposed Tempe IKEA development. one of the most important
econamic benefits that will flow fraom the project will be additional employmant.

Table 6.2 provides an estimate of the likely additional retail employment that will
be provided at the Tempe [KEA store due to the addition of 33,999 zq.m of retail
Meorspacea.

In estimating the additional employment cutlined in Table 6.2, we have adopted a
conservativie view, taking into acoount the nature of the addibronal foorspace that
would pe added. Once fully operational, the additional retail Moorspace at the
proposed centre would be likely to employ around 680 persons. Allowing far an
estimated 10% of the total increase to be as a result of the reduction of
emplayment in existing retail faciities, the net additional jobs to the Temple TKEA
store |5 estimated at 612,
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In terma of wages and salares, the additional 612 permanent rétall employees
within the ¢entre proper would earn an average annual wage af around $22,000
as sourced from the latest ABS statistics of average weekly earnings. This
represents an additional £13.5 milllon In salary and wages for the local region,
directly as a result of the proposed development. It would also be expected that
further wages and salanes would result from jobs in the construction perod and
from multiplier effects.
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The development of the Tempe IKEA store would also create a substantial number
of additional Jobs during the construction phase of the centre. The estimated
capital cost of construction for the development |5 $100 million. 8y utilising the
ABS Input/Qutput Multiplers for 1995}'9? (tha most recenthy available data) and
deflating the assumed $100 million o 1995/97 dollars (579 million) it s
estimated that the construction period of the proposed centre would create same
550 direct jobs with a further 881 jobs resulting from supplier induced multiplier
effects over this pernod [Table 6.3), Jobs created are full-ime eguivalent, which
may Include both full-time and part-time positions.

The additional retall jobs in the centre proper as previously outhined (612) will
result in oo Mfurther 5381 jobs in the broader community based on ABS Input/Output
Multipliers,
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6.4 Consideration of broad trading impacts

A number of factors necd to be taken Into account in the consideration of the
likely broad trading Impacts of the proposed development of the [KEA Tempe
stare, The following sub-section of this report presents Indicative projections of
the anticipated impact.

Impact projections must be considered as indicative anly for the simple reason
that it is very difficult to predict with certainty the precise /mpact an any one
retaller or any one centre that will result from a change to the retail structure
serving a particular area or region,

The impacted retaller or centre aiso has a number of possible actions which thay
may be able to take for example, which may mitgate the extent of impact; or
may ehminate it altogether, Expansions and improvements may be undertaken at
ather centres and other locations throughout the region, and all of these factors

can change the nature of the Impact.

It Is much more reasonable for the purposes of Impact analysis to consider the
likely broad changes i competitive circumstances, and In particular, the changes
in the availability of retall expenditure for competitive centres that can be
reasonably expected to result from the development of the Temple IKEA store.
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These bmad changes effectively set the market conditions within which the
competitive centres wlll operate as a result of the proposed development, and
reasonable conclusions can then be drawn about the possible Impacts of these
broad changes in market conditions.

In this respect, the analysis of the additienal sales achiewed by the proposed
Tempe IKEA development, detailed in earlier parts of this section has yleldad the
fallowing conclusions:

« The proposed Tempe IKEA development s projected to achleve some
£88.3 milllon of homemaker spending throughout the trade anza, with a further
£1Z.6 million from beyond the trade area.

# In market share terms, the development I projected to achieve a market
share of 1.9%.

& The most crtical question, with respect to llkely impacts, |5 the issue of where
the projected 588.3 million of additional homemaker expenditure, achieved by
the proposed development from residents within the trade area, will be
diverted from.

Table 6.4 presents @ summary of the growth in homemaker retall expenditure
that will be generated by the total trade area population, as compared with the
projected sales that will be achieved by the overall centra.

As shown, forecast retall growth in the trade area bulky goods/homemaker
spending Is projected at $305.5 million over the perod from 2007/08 to 2010/11.
Further, some additional $1,246.6 milllen of bulky goods retall expenditure is
expected to be geperated in the Tempe frade area over the peried from 2010/11
to 2020/21.

In brosd terms, Table 6.4 shows the sales for the IKEA store from the defined
total trede area will be $217.2 milion ($305.5 million mipus $88.3 milllon) lower
than the projected real growth of the bulky goods spending capacity of the Tempe
trade area over the forecast period to 2011, Consequently, there s ample
opportunity for the store to be provided as well as for further Bulky goods
facifitres to be developed elsewhere in the region and continuing sales growth for
other stores within the trade area.
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After 2011, thete is continued significant growth in speading that is avalable to
other bulky goods tfacllities within the defined region,
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6.5 Centre specific impacts

Table 6.5 summarises the above analysis, which compares the likely sales from
the proposed Tempe IKEA store in 2011 as compared with if the development did

not proceed,
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The analysis is preseated in four parts as follows:

i,

I,

Part 1 of the table presents an analysis of the proportion of homemaker

spending directed to bulky goods/homemaker stores as compared with

traditional retailers in shopping centres such as department stores, discount
department stores and specialty shops as well as other store types. The
proportion of homemaker spending directed to bulky gooads/homemaker
stores |5 projected at 68.0% In 2011 with the development of the Tempe
IKEA store and other competitive floorspace, In companson, withoot the
Tempe IKEA store, this level |s estimated at 67.5%.,

Part Z of the table then calculates the proportion of the homemaker
spending market directed to bulky goods/homemaker stores retained within
the defined trade area. This level is estimated at 69.0% in 2011 with the
development of the Tempe store and 68.1% without the proposed
development,

Part 3 of the table then allow: for business at bulky goods/homemaker

stores from beyond the defined trade area, which is estimated at 12.5%. In
addition, ancillary sales are estimated at 2.5% for the overall trade area
bulky goods retailers.

Part 4 of the table then compares the bulky goods sales that would be
achieved by the existing trade area bulky goods/homemaker centre retallers
with and without the proposed development of the Tempe [KEA store.

Considering the projected sales level for the development of the Tempe
IKEA store, the overall impact on the existing trade area bulky Joods
retailers is $44.8 million In 2010/11, or 1.6% (of projected sales assuming
the Tempe development does not proceed). This lave! of projected mpact is
well within the bounds of normal competiton and will not threaten the
future wiability of any competitive centres or pracincts. Impacts are only
expected to ocour in the first year of trading for the centre, 2010/11. Post
2011, all bulky goods traders would benefit from the significant market
growth in the trade area,
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The largest impacts are projected to fall on the maln trade area bulky traders.
These impacts aré all considered to & within an acceptable range, and as such,
no centre or precinct will be detnmentally impacted, As detailed in Section 1 of
this report, an IKEA store includes a large number of departments and will
compete with 8 large number of retallers, particularty in hulky goods locations but
also across traditionsl retall centres. No one (ndividual store will be significanthy
impacted fram the proposed development.

Importantly, further growth in avallable spending means that all impacts on
competitive faciites will likely be absorbed within one year, with their sales
growth putlook resuming again thereafter. Most retailers will still be achieving a
higher sales level n 2011 than they aré today even after the addition of the
proposed Temple IKEA store.

The |ikely impact of the proposed IKEA development on existing and future bulky
goods stores provided along the Princes Highway will be mumimal. This is pnmanrily
o reflection of the different markets that the existing stores currently serve. As
stated previously, the majority of bulky goods facilities provided within the
immediate Tempe locality are focused on the automotive Industry ar provide a
smaller more specialised retail offer. These facilities take advantage of the high
profile location along the Princes Highway, serving passing traffic. As a result,
these types of traders Wil net compete directly with the planned. [KEA
development.

fn addition, the majority of éxisting facilities provided within this precingt aré
dated and in need of regenertion. It i our view that an IKEA store in this
location would provide & unique anchor tenant and would Further enhance the
appeal of the surrounding region, attracting business from a broad region, Such a
development would also contribube to the future rejuvenation of the Princes
Highway corridor.

Consequently, it 15 our view that the planned IKEA development would have a
minimal impact on existing traders within the immediate Pnnces Highway region
and furthermore, would contribute to the renawal and owverall appeal of the
Highway precinct,
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In summary, the proposed Tempe IKEA store will only have impacks on cempeting
bulky goods/homemaker facilities within the normal competitive range,
particularly those within the mmediate prednct. These impacts are not
considergd significant, largely due to the rapidly expanding market within the
reglon as well as the wide regional draw of IKEA, with the Impacts likely to be
spread acress a number of different precincts and centres.

Given the lumpy nature of bulky goods developments, after the (nitial trading
impacts, all retall facilitkes throughout the trade area will have the opportunity to
sepe customers from the rapldly growing trade area market. As |llustrated In
Table 3.7 earlier, the homemaker market In the trade area |5 projected to
ncrease by §1.6 billion over the penod 2008-2021, a 35% mncrease on cument
lavels.

The deveiopment of the Tempe [KEA store will g0 some way 0 providing bulky
goods Nloorspace that will be demanded by the surrounding population. Further,
demand will increase substantially in the future with an additional
225,500 persons expected to be living in the trade area over the period to 2021,
The location of the site, along the Princes Highway and in close proximity to the
major bulky goods precincts at Moore Park/Alexandria; will provide the abllity for
coneumers 1o cross shop among & larger mass of bulky goods tenants within tha
reglon,

It 5 also important to note thal a significant proportion of Dusiness at the
proposed Tempe IKEA store will ikely be the result of a re-direction of sales from
the existing Rhodes Waterside IKEA store. This existing IKEA store is curramtly
sarving the entire Sydney metropolitan region, Consequently, with the
development of the Tempe IKEA store, this wlll provide a more convenient
location for surrounding residents who would previously trevel to the Rhodes
Waterside site.

Tabie 6.6 presents an analysis of the sales projected for the Tempe IKEA store,
with the likely source of these-sales detalled. As shown, the proposed sales
breakdown for the IKEA store s descnibed as follows:
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o £23.7 million fram traditional retall centres, primarily bulky goods spending
directed to larger department and discount department stores and a range of
other homewares and electrical traders within these precincts. There are a
range of reglonal shopping centres and sub-regional facilities within the trade
pres  including major oEntres such as the Sydney CBD, Bondl Junction,
Westfield Miranda, Westfield Hurstville, Roselands, Bankstown, Chatswood,
Liverpool and Campbelitown. $23.7 milion of sales from a range of these
centres represents substantially less than 0.5% of their total retail sales.

#  544.83 milllon from surmounding bulky goods traders (i the defined trade area,
meaning an impact of less than 2.0% as detailled praviously in the year 2011,

5200 million resufting From the re-direction of sales away from the existing
IKEN stare at Rhodes Waterside.

# 5150 million from remaining bulky goods Ffacilities and traditional retall
facilities beyond the frade area,
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6.6 Conclusions

It Is the conclusion of this report that a substantial net community benefit will
flow to the South Sydney metropolitan region as & result of the development of
the Tempe IKEA store and also that there s strong economic need for the
development of this store. Offsetting the normal competitive trading impacts on
surrounding retailers, it will not impact on the validity of these centres and/or
precincts, thare are very substantial positive impacts including the following:

# Improvement n the range of retail faciimies that will be available to residents;
Including a wider proviskon of bulky goods Noorspace.

= The provision of a second IKEA store within the Sydney metrapolitan region,
reducing congestion and providing a more efficlent and even distribution of
homemaker expandiliure across the two IKEA stores,

+ The creation of additional employment which will result from the project, both
during the construction perod, and more importantly, on an angoing basls
once the centre Is completed and operational,

= The strengthening of the Princes Highway and more specifically, the Tempe
region as a major retail destination for bulky goods/homemaker facilities, As
such; this will likely provide Now on benefits for the surrounding traders.

It is concluded that the combination of the substantial positive economic impacts
will more than zerve 1o offset the projected trading impacts that coold pe
anticipated on existing and proposed trade-area retailers. Further, these impacts
are unllkely to thresaten the viabillty of any of these retailers or centres, or inhihit
likely other proposed future developments.
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