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CALDERWOOD URBAN DEVELOPMENT PROJECT
CONSISTENCY WITH ILLAWARRA REGIONAL STRATGEY — LAND AND HOUSING SUPPLY
UPDATE REPORT

EXECUTIVE SUMMARY

The purpose of this Report is to provide an update to the Calderwood Urban Development Project Environmental
Assessment to address concerns raised in submissions about whether the Project is consistent with the Illawarra
Regional Strategy.

The concerns expressed rely primarily on the release of the Illawarra Urban Development Programme update and
the rezoning of Stages 1 and 2 of the West Dapto Release Area in early May 2010 subsequent to lodgement of the
Calderwood documentation. The concerns expressed also suggest that the release of Calderwood will adversely
affect existing zoned release areas particularly the West Dapto release Area.

This Update Report addresses these concerns by:

= Updating the population forecast Table to include the April 2010 projections by the Department of Planning;

=  Examining the production status of the zoned Release Areas to reflect actual dwelling production rates; and

=  Demonstrating the impact of the actual dwelling production rates on the lllawarra Urban Development
Programme Update released in early May 2010.

The Regional Strategy was published almost 4 years ago in late 2006 and covers the period 2006 to 2031. The
Regional Strategy forecast the need for 38,000 new dwellings based on a projected population of 329,000. The most
recent population projections exceed the previous projections. The new dwelling forecast, adjusted to reflect actual
production is 30% less that the Regional Strategy requirement to meet population growth even with Calderwood
production included in the forecast. In particular, the key Regional Strategy assumption that West Dapto would be
producing 500 lots per annum on multiple development fronts across each of its five stages is shown to be flawed.

This Update Report also examines a number of other significant and relevant matters which occurred subsequent to

the lodgement of the Calderwood documentation and demonstrates their relevance to lllawarra land and housing

supply. These include:

=  The release of the National Housing Supply Council 2" State of Supply Report (late April 2010);

=  Commencement of the Productivity Commission benchmarking study into state and territories planning and
zoning systems, including unjustifiable restrictions on competition (early May 2010);

=  The Henry Tax Review;

=  The release, in early June 2010, of the NSW Comprehensive Housing Supply Policy including contributions limits
and the establishment of the Independent Housing Supply Task Force; and

= Confirmation by the Department of Planning, on 7" June 2010, of the status of Calderwood as an lllawarra land
and housing supply Project.

Each of these significant matters has demonstrated relevance to Illawarra land and housing supply. They provide:

=  Reinforcement of the priority at both the Federal and State Government level to implement new land release
and development as efficiently as possible, including addressing unjustifiable restrictions on competition;

= Restatement of both Federal and State Government housing supply and affordability objectives; and

= Confirmation of the Regional Strategy land and housing supply targets.

This Update Report shows that the concerns expressed about whether the Project is consistent with the Illawarra

Regional Strategy:

= Are narrow in focus and based on the premise that there is sufficient zoned land to meet the lllawarra’s land
and housing supply needs;

= Fail to recognise the reality of the implementation status of release areas in the lllawarra; and

= Ignore the significant broader forces at play in the strategic, economic and housing affordability framework.

The concerns expressed that the release of Calderwood is not consistent with the Regional Strategy are a
perpetuation of the existing failed land supply strategies of the past several years at the Regional level. Each of the
existing zoned release areas has significant implementation problems and these have not been recognised,
acknowledged or acted upon at the Regional level. In effect the Regional Strategy is failing to meet its dwelling
supply targets and Calderwood is required to partly address this deficit.
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CALDERWOOD URBAN DEVELOPMENT PROJECT

CONSISTENCY WITH ILLAWARRA REGIONAL STRATGEY — LAND AND HOUSING SUPPLY
UPDATE TO ACCOMPANY PREFERRED PROJECT REPORT

INTRODUCTION

The purpose of this Report is to provide an update to the Calderwood Urban Development Project
Environmental Assessment to address queries raised in submissions about whether the Project is consistent
with the lllawarra Regional Strategy. These concerns were raised by Shellharbour, Wollongong and Kiama
Councils and others following exhibition of the Project Documentation, namely the State Significant Site Study
and Concept Plan Environmental Assessment Report.

Following lodgement of the Calderwood Project documentation, the Illlawarra Urban Development Programme
Update and associated Explanation document were released and Stages 1 and 2 of the West Dapto Release
Area were rezoned for urban development. These two events provided the stated basis for concerns raised by
the Authorities mentioned above.

The Director General’s Requirements for the Project identified the need for this matter to be addressed. The
matter has been comprehensively addressed in the Environmental Assessment Report lodged initially on 14"
March for Test of Adequacy and formally lodged on 1% April 2010. However, as a result of the queries raised in
submissions, the Department of Planning has asked that Delfin Lend Lease update this aspect of the
Environmental Assessment Report.

The basis for the queries raised in submission is narrow. There have been updates on a range of other equally
relevant matters which reinforce the analysis presented in the Environmental Assessment Report and the
supporting lllawarra Land and Housing Supply Report.

In particular:

= There has been a continuation of the previous calls for immediate action to increase housing supply at the
National level, namely the release of the National Housing Supply Council 2" state of Supply Report (late
April 2010), commencement of the Productivity Commission benchmarking study into state and
territories planning and zoning systems (early May 2010) and the Henry Tax Review.

= The release, in early June 2010, of the NSW Comprehensive Housing Supply Policy including contributions
limits and the establishment of the Independent Housing Supply Task Force.

= On 7" June 2010 the Department of Planning issued a letter of formal advice to Shellharbour Council on
the status of Calderwood;

=  An update of the population projections was issued by the Department of Planning in April 2010 and the
population projections table has been updated to reflect this.

=  Given the dated inputs to the lllawarra Urban Development Programme Update an assessment of the
current implementation status of the zoned release areas identified in the Regional Strategy and

Illawarra Urban Development Programme has been undertaken.

= The release of the Draft Section 94 Contributions Plan for the West Dapto Release Area for comment on
3" May 2010.

The implications of each of these are addressed in more detail below.
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NATIONAL HOUSING SUPPLY COUNCIL 2ND STATE OF SUPPLY REPORT 2010

The National Housing Supply Council released its 2nd State of Supply Report 2010 on 27 April 2010. The

Council has found that:

= Underlying demand has continued to grow since the last report (by more than 200,000 households) and is
projected to increase further by 2029 (by 3.2 million households to 11.8 million);

=  Supply is not responding to this increase in demand (and that the impact of the global financial crisis on
residential development in 2008-09 is likely to reduce dwelling completions in the next few years);

= State and territory data on future infill and greenfield supply may be higher than actual delivery of lots
(contributing to a larger gap); and

= The gap between demand and supply has continued to increase and will continue to increase without any
changes to demand and/or supply. (Source: FaHCSIA website)

The National Housing Supply Council also note that information provided by the states and territories on land
for greenfield and infill development indicates scope for up to 176,000 additional dwellings (gross) a year for
2009-10 and 2101-11. However the Council expressed concern that “..if only a small proportion of these
potential new dwellings do not proceed to completion (which is highly likely), new dwelling completions will
not meet the increase in underlying demand...” (Source: NHSC Report page xi).

The National Housing Supply Council also stated that “..the challenges of demand pressures and poor housing
affordability are likely to remain unless there is significant supply-side reform...” (Source: NHSC Report page
Xvii).

In its second Report, the National Housing Supply Council has made a number of observations of relevance to the
lllawarra. In particular, the fact that data on potential supply may be higher than actual implementation and delivery
and the implications for affordability are relevant. As is demonstrated in this Report, this situation already exists in the
lllawarra as zoned release areas fail to meet Regional Strategy requirements.

PRODUCTIVITY COMMISSION BENCHMARKING STUDY

In May 2010, the Productivity Commission released a discussion paper on the Coalition of Australian

Government (COAG) agreed task of benchmarking how the states and territories’ planning and zoning systems

impact on competition (including unjustifiable restrictions on competition) and the overall efficiency and

effectiveness of the functioning of cities. Also, as part of the study the Commission has been asked to report

on best practice approaches that support competition, with particular reference to:

=  preventing ‘gaming’ of appeal processes

= maintaining adequate supplies of land suitable for a range of activities

=  removing any unnecessary protections for existing businesses from new and innovative competitors.
(Source: Productivity Commission Issues Paper on Performance Benchmarking of Australian Business
Regulation: Planning, Zoning and Development Assessments-May 2010)

Given the implementation challenges faced by other zoned release areas (which exist irrespective of
Calderwood), and their inability to deliver dwellings in accordance with the Regional Strategy, the objections of
Wollongong, Shellharbour and Kiama Councils to Calderwood fall into the category of an unjustifiable
restriction on competition. The State Plan targets increased land supply as a means of addressing affordability
as it introduces competitive tension into the market place.

Wollongong Council has made direct reference to the impact of competition in the Report to the Ordinary
Meeting of Council dated 27 April 2010 by the Land Use Planning Manager on Council’s Draft Section 94 Plan
for the West Dapto Release Area. Council states that “...The rate of development yield will also be influenced
by competition from other release areas such as Tallawarra and Calderwood (if the Part 3A Major Projects
application is approved by the Department of Planning). A reduced rate of development will reduce Section
94 income and extend the works program.”
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At the Extraordinary Meeting of Shellharbour Council on 8" June 2010, Council declared a potential conflict of
interest through ownership of the adjoining land at Tullimbar and stated that a probity plan had been put in
place to manage the conflict.

The relevance of the Productivity Commission study to the lllawarra is that the Wollongong, Shellharbour and Kiama

Councils, who are key regulatory authorities in the area covered by the lllawarra Regional Strategy, are very active

participants in significant residential Projects listed in the lllawarra Urban Development Programme. Each has objected

to the timing of commencement of the Calderwood Project on the basis of the potential impact of Calderwood on other

Release Areas, including on their own Projects. Details are:

=  Kiama Council is the owner and developer of Elambra Estate, specifically nominated in the IUDP as delivering 50
dwellings.

=  Shellharbour Council is the owner of Shell Cove, specifically nominated in the IUDP as having capacity to deliver
1,845 dwellings.

=  Shellharbour Council is the owner of approximately 40 hectares of residential zoned land immediately opposite the
initial stages of the Calderwood project.

=  Wollongong Council is the owner of more than 250 hectares of land in Stages 1 and 2 of the West Dapto Release
Area. This land has capacity to deliver approximately 1,000 dwellings, part of a proposed town centre and more
than 50 hectares of land for employment uses.

As demonstrated below, two of these Projects are facing significant implementation problems and are incapable of
meeting dwelling production as forecast in the Regional Strategy.

The Henry Tax Review

The Henry Report makes it clear that the current supply of housing is insufficient, placing upward pressure on
home prices. Box 6.1 of the Henry Review states as follows:

Housing supply can be restricted through a range of policies, such as planning and zoning regulations, as well
as the approvals processes that govern them. However, such policies are designed to achieve a range of policy
objectives, against which their impact on the price of housing should be assessed. The use of infrastructure
charges has the potential to improve the allocation of infrastructure. However, where they are not set
appropriately, infrastructure charges can reduce the supply of housing, and increase overall house prices.

While they may promote housing affordability, proposals that increase housing supply may reduce existing
home values and change the shape of Australian cities in ways that many existing residents do not desire. This
suggests a serious community dialogue is needed on the distribution and quality of housing across Australia. As
a first step, the Council of Australian Governments should review zoning, planning and development approval
policies and infrastructure charges to ensure they do not unnecessarily reduce housing supply.

The relevance of the comment in the Henry Review to the lllawarra is that it reinforces the need to expand supply to
address affordability concerns and review zoning, planning and development approval policies to improve housing
supply.
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NSW GOVERNMENT COMPREHENSIVE HOUSING SUPPLY STRATEGY

The NSW Government announced, on 4" June 2010, measures to improve housing supply by reducing the cost
of local council development contributions. These measures, which are part of a Comprehensive Housing
Supply Strategy, include a $20,000 cap on local contributions, limiting local contributions to essential
infrastructure, replacing the previous contributions threshold review process and the establishment of a new
Land and Housing Supply Taskforce to ensure new land release and development is done as efficiently as
possible. In announcing the reforms the Premier stated that “..These reforms are necessary to increase
housing affordability and kick start housing construction...”.

In the NSW Parliament on 24" June the Minister for Planning confirmed, in response to a question about
Illawarra Land and Housing Supply targets in the Illawarra Urban Development Programme Update, the need
(annually in the lllawarra) for about 1,520 new homes, which is made up of 760 in greenfield sites and 760 in
infill sites, that housing delivery targets are not being met and reinforced State Government concerns about
the possibility of house prices rising to an unaffordable situation in the State.

The relevance of this to the lllawarra is:

. Reinforcement of the NSW Government priority to implement new land and release and development as efficiently
as possible;

. Restatement of the NSW Government’s housing supply and affordability objectives;

. Confirmation of the lllawarra Regional Strategy land and housing supply targets; and

¢ Acknowledgement that delivery of lllawarra dwelling targets is not being met through existing zoned release areas.

DEPARTMENT OF PLANNING STRATEGIC PLANNING ADVICE ON CALDERWOOD

On 7" June 2010 the Department of Planning issued a letter of formal advice to Shellharbour Council on the

status of Calderwood, a copy of which has been provided to Delfin lend Lease and which is attached to this

document. In summary the letter states that:

=  The review of the proposed West Dapto Release Area by the NSW Growth Centres Commission assessed
the impact of the early release of Calderwood and concluded that, consistent with Government policy,
there may be merit in the early release of Calderwood thereby achieving a higher overall dwelling
production rate and delivering a mix of affordable housing by releasing as much land to market as quickly
as possible.

=  Having regard to the above, and information submitted by Delfin Lend Lease, the Minister for Planning
formed the opinion that the proposed development constitutes a potential State Significant Site and
authorised submission of a Concept Plan for the site.

The information submitted by Delfin Lend Lease to Government included a detailed Gateway Justification
Report and Preliminary Environmental Assessment Report for the Project. (In this respect it is noteworthy
that, on 18™ March 2010 in relation to a query about Part 3A Projects, the Department advised the Urban
Taskforce that “ ...the Department will not recommend the authorisation of a Concept Plan to overcome a
prohibition unless it is convinced that the proposal has merit and a reasonable chance of successfully
negotiating the Part 3A assessment process").

The relevance of the Department of Planning letter is that:

= |t states the information on which the Government made the decision that Calderwood is a potential State
Significant Site and authorised submission of the Concept Plan;

= The Government position is that the release of Calderwood is consistent with Government policy to improve
housing affordability by increasing supply levels to meet projected demand to keep pressure off house prices; and

=  There is a demonstrated need for the Project and the public interest case has been made in Delfin Lend Lease’s
submissions.

Further, the Environmental Assessment Report and supporting studies passed the Test of Adequacy in accordance with
the Director General’s Requirements.
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ILLAWARRA LAND AND HOUSING SUPPLY

In the time since the Calderwood documentation was lodged a number of events relevant to the matters
raised in submissions by Shellharbour, Wollongong and Shellharbour Councils have occurred. These events,
which strongly reinforce the need to release Calderwood in accordance with the Regional Strategy, are:

= Release of Updated Population Growth Forecasts;

= Rezoning of Stages 1 and 2 of West Dapto and Exhibition of Draft Section 94 Contributions Plan; and

= Release of the Illawarra Urban Development Programme Update.

In addition to each of the above matters, existing zoned release areas continue to face implementation
challenges and are failing to meet forecasts. Each of these matters is addressed in turn.

lllawarra Regional Strategy

The major Population and Housing Challenges of relevance to Calderwood as articulated in the Illlawarra

Regional Strategy 2006 — 2031 are to:

=  Deliver the West Dapto new release area, including the provision of infrastructure; and

=  Enable an additional new release area to be considered at Calderwood should the growth of the Region
increase beyond projections or land supply not satisfy housing demand and subject to the development
meeting sustainability criteria.

The Regional Strategy 2006 - 2031 provides the major context for these challenges as follows:

West Dapto, having capacity for approximately 19,350 dwellings over the next 30 to 40 years, will be the
priority new release area for the Region to address regional housing needs as other smaller release areas are
exhausted. Planning for West Dapto is well advanced with rezoning of the release area and more detailed
precinct planning for the initial stages of development will occur within the required time frame to meet
demand for new land. To ensure that West Dapto is able to achieve the required annual lot production of 500,
each of its five stages will require multiple development fronts. (IRS p 21).

Housing stress is a continuing problem in the Region. Housing affordability has declined over the last five years
due to increasing house prices, in particular in Kiama where 72.3% of low income households are experiencing
housing stress. Purchase and rental prices in the Region have now reached a point where many local residents
are being excluded from participating in the housing market, especially in Kiama (IRS p 23).

The basic premise that the proposed West Dapto Release Area will produce 500 lots per annum on 5 multiple
development fronts for many years, if at all, is demonstrably flawed.

Population Growth

Table 5 of the Environmental Assessment has been updated to take account of the NSW Statistical Local Area
Population Projections, 2006-2036 issued in April 2010. The updated is shown below.

Table 1: Updated Population Projection

Source Population Dwellings

2006 2031 Change 2006 2031 Change

No. % No. %
IRS 2006 281,000 328,600 47,600 17 A A 38,000
IRS 2009 Update* 278,000 284,200 6,200 2.2 A A
(to 2008)

DoP 2008 Projection 278,000 326,650" 48,650 18 110,100 143,640" 33,540 30.5
GCC Dec 2008 277,840 323,040 45,200 16 A A
DoP April 2010 278,000 330,200 52,200 19 A A A A
Projections
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Notes:

* The IRS 2008 Review does not contain population/dwellings projections. It only updated the latest
population/dwelling data. In 2008, there were 284,200 people, which represented a growth of 3,200 since
2006. This represents an average annual growth rate of 1.1% which is significantly higher than the IRS
projection of 0.7%. It should also be noted that the IRS 2007 and IRS 2008 used different population base
data for 2006 — 281,000 and 278,000 respectively.

If the annual growth rate of 1.1% continues, the population will reach 349,500 by 2031, way beyond the
initial projection suggested in the 2006 IRS.

A No data

* The DoP projections were up to 2036. The figures shown here are estimates up to 2031, based on the
growth rates provided in the DoP projections.

The relevance of this to the lllawarra is:

=  Reinforcement of the Regional Strategy dwelling targets as a minimum requirement; and

=  Confirmation of the need to release Calderwood to meet these targets because population growth is beyond
projections.

West Dapto Release Area — Rezoning of Stages 1 and 2 and Release of Draft s94 Plan

On 5th May 2010 the State Government announced the rezoning of Stages 1 and 2 of West Dapto comprising
approximately 6,900 dwellings. This means, in the normal course of events, that the land moves to the
infrastructure servicing and delivery phase identified in the Illawarra Urban Development Programme Update
Explanation document (Table 6, page 10). However, in the case of the West Dapto Release Area, it means
solutions have to been found for the implementation challenges identified by the Growth Centres Commission
and consistently highlighted by Industry Associations. Three recent examples highlight the implementation
difficulties facing the Project:

The Draft s94 Contributions Plan

The Draft s94 Contributions Plan was placed on public exhibition from 3™ May 2010 for 28 days but the

exhibition period was subsequently extended to g™ July 2010. The key features of the Draft s94 Plan as

exhibited are:

= |tis based on a Master Plan over a 50 year plus timeframe that aims to achieve 1,400 ha of developable
residential land, 17,010 homes (6900 in Stages 1 and 2) and 175 ha of developable new industrial land;

= |t proposes total infrastructure expenditure of $730m comprising roads $467m, public transport $15m,
drainage $118million, administration $8m, community facilities $15m and open space and recreation
$107m (no acquisition of riparian corridors is proposed);

= $710m or 97% of total infrastructure expenditure is from s94 contributions; and

= |t proposes contribution rates of $593,289 per ha or $41,923 per dwelling for Low Density Residential and
$41,086 per ha for employment land.

However, the Government announcement of 4™ June 2010 to introduce “...a hard cap of 520,000 for council-

imposed charges on new development (these are commonly known as Section 94 contributions)...” referred

to above, provides a significant impediment to the implementation of the West Dapto Release Area. The

impact of this on implementation is as follows:

= Income permitted under the proposed s94 Plan is limited to approximately $340m;

= There is a shortfall of approximately $370m of the $710m required under the Contributions Plan to
provide infrastructure that is essential to implementation of the release area; and

=  Arevised Contributions Plan will need to be developed that is so fundamentally different to the exhibited
Plan that it appears as though implementation as envisaged will not be possible.
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It is noted that statements attributed to the General Manager of Wollongong Council on 11" July 2010

(lllawarra Mercury) are as follows;

= The alternative to the s94 levy is to increase rates (in excess of 100% for West Dapto or 8% for everyone in
the Wollongong LGA ) and that is not an option; and

= Council has consulted with developers about ways to reduce the section 94 levies but that a resolution
appears some way off.

The West Dapto Release Area Development Timeframe and Production Forecasts
The development timeframe of West Dapto is far from clear. The Draft Section 94 Plan states several

conflicting timeframes:
=  “a 40+ year period” page 5 (Executive Summary);

=  “55years” page 5 (Summary of Infrastructure);

=  “year55” page 11 (Works Program);

=  “a 50+ year period” page 12 (Introduction, Section 1.2);

=  “a 40 year timeframe” page 28 (Development Staging);
= “40vyears” page 33 (Table 3.2)

=  “anticipated 42 year” page 82 (Works Program)

= “55years” page 83 (Contribution Rates)

Spreadsheets provided on Councils website supporting the draft s 94 Plan all suggest a development period of
55 years. Various specific financial calculations and assumptions all appear to have been based upon that
timeframe. This timeframe is consistent with the rate of development anticipated in Council’s Report to the
Ordinary Meeting of Council on 27" April 2010 (Source: WCC Report of Land Use Planning Manager (DG) 3/12/09,
page 4 (Development Yield)).

The West Dapto Anticipated Lot Development Program

The Draft Section 94 Plan states that “an annual development yield of up to 500 dwellings per year has been
included in the plan” (Draft Section 94 Plan, page 33 Section 3.6). As noted above, this does not appear to be the
case. The Anticipated Lot Development Program suggests development of lots over a 40 year period with a
maximum average production rate of 250 lots per annum (specifically during production years 21-30 inclusive).
The average annual production rate over the 40 year period is actually 172 lots. This lower figure of 172 lots
accords with rate of development anticipated by Council’s Planning Manager of “between 100 and 200 lots” in
the Report to the Ordinary Meeting of Council, 27 April 2010.

DLL notes that the figure of 172 lots per annum equates to only 22% of the annual greenfield lot production
rate of 780 lots (IUDP 2008) that are required to meet forecast demand in the Illawarra and less than 12% of
the 1,520 dwellings per annum required under the lllawarra Regional Strategy (IRS). In addition, the average
annual production rate of 172 lots equates to less than 35% of the “required annual lot production [for West
Dapto] of 500” as identified in the IRS (IRS, page 21). This represents a shortfall of over 65% per annum from
the West Dapto Release Area.

Further, the Draft Section 94 Plan identifies the total production from West Dapto for the first 5 years of
development as being 280 lots (Source: Draft Section 94 Plan, page 33 Table 3.2). This compares with a total
predicted production of 830 lots for the same 5 period identified in the lllawarra Urban Development Program
Update 2010Greenfield Dwelling Forecast (IUDP 2010 page 7). The difference of 550 lots represents a shortfall
of over 66% over 5 years.

The cumulative impact of this rate of shortfall is significantly greater than has previously been identified.

The Growth Centres Commission (GCC) review of the West Dapto Project conclusions that “...The West Dapto
release Area presents unique challenges ...” and “...that planning and development of this release area are as
difficult as such exercises get....” are presently being reinforced as the implementation requirements of the
Project are being tested by industry and Wollongong Council and found to be as stated by the GCC. To date
every aspect of the Project has been delayed, extended compromised and/or problematic
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The relevance of this analysis is that it demonstrates the:

=  Scope of the ongoing implementation challenges faced by West Dapto;

= Funding deficiencies in the infrastructure plan;

=  Confusion over release area production rates;

=  Obvious shortfall against Regional Strategy production targets and

=  Overstatement of dwelling forecast in the lllawarra urban Development Programme.

Status of Other Releases Areas

Planning for, and implementation of, the Release Areas nominated in the Regional Strategy has not progressed
as expected and continue to face ongoing difficulties. Each Release Area is addressed in turn together with the
implications for the Regional Strategy.

Shell Cove Release Area (IUDP Update Potential Dwellings = 1845)

The Major Project and Concept Plan Application for the Shell Cove Boat Harbour Precinct indicates that this

Precinct is proposed to deliver approximately 1100 of the potential 1845 IUDP dwellings. Shellharbour Council

has publicly announced that due to global economic factors, work has stopped on the Boat Harbour Precinct.

In the absence of Government funding for this Precinct, this Project is presently incapable of delivery of the

programmed lots due to the following:

= The inability to source developer funding for Boat Harbour Precinct and associated development
components of Project;

=  Concept Plan approvals for Boat Harbour Precinct and associated development components of Project
remain outstanding; and

=  Construction lead times associated with the Harbour Precinct.

A review of the recent Shell Cove Project Quarterly Reports to Shellharbour Council shows that Council has
publicly acknowledged that global economic factors are the main reason for failure to deliver the centre piece
of this Project which will facilitate delivery of much of the balance of dwellings. As far as existing production is
concerned, the Quarterly Reports show the following:

DATE TOTAL TOTAL SETTLEMENTS FOR CUMULATIVE

SETTLEMENTS AT SETTLEMENTS AT PERIOD SETTLEMENTS
START OF PERIOD END OF PERIOD

21 Sept 2008 1192 1227 35 35

23 Nov 2008 1227 1235 8 43

15 Feb 2009 1235 1238 3 46

10 May 2009 1238 1241 3 49

16 Aug 2009 1241 1274 33 82

22 Nov 2009 1274 1298 24 106

14 Feb 2010 1298 1308 10 116

23 May 2010 1308 1340 32 148

This Project is presently not meeting forecasts and in the absence of funding for the Boat Harbour Precinct is incapable

of delivering future dwellings in that Precinct as programmed.
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Tallawarra (IUDP Update Potential Dwellings = 700)

The timeframe for this Project remains uncertain. It is understood that the status is as follows:

= The site has been rezoned by Wollongong Council under the comprehensive LEP at a reduced yield
compared to earlier expectations; and

= A major project application has been lodged and Director General Requirements issued for the
Environmental Assessment. The Concept Plan approval for the Project remains outstanding.

This Project is forecast to deliver dwellings from 2010-2011.

Tullimbar (IUDP Update Potential Dwellings = 1700)

This Project has been in production since 2005. It opened in late 2006 with 20 completed homes. At the date

of this Report a total of 31 homes have been built and another 10 are under construction. In effect this Project

is not meeting market and is delivering less than 10 homes per year. In summary:

=  Production is at very low levels compared to Regional Strategy and lllawarra Urban Development
Programme predicted levels; and

=  There is a demonstrated inability to provide diversity, choice and affordable product.

This Project is presently not meeting forecasts and is incapable of delivering future dwellings as programmed in the
lllawarra Urban Development Programme Update forecasts.

The lllawarra Urban Development Programme Update and Explanation Document

The lllawarra Urban Development Programme Update and an associated Explanation Document was released

on 5™ May 2010. The key features of the Update are:

= |tis based on information gathered during an industry forum in November 2008 — therefore it is almost 2
years old;

= Greenfield dwelling forecasts are significantly overstated with the several identified release areas not
delivering the lots forecast;

= There is no discussion on the reality of the failure of existing release areas to progress and deliver
dwellings; and

= |t does not recognise the work of the Growth Centres Commission in tabulating likely supply rates from
various sources.

Greenfield dwelling forecasts Tables from the Illawarra Urban Development Programme Update have been
reproduced and are shown below at Table 3.

An adjusted dwelling forecast has been prepared by Delfin Lend Lease (Table 4) in order to:

=  Reflect the empirical evidence of actual zoned release areas production discussed above;

=  Detail Wollongong Council assessment of likely production from West Dapto: and

=  Provide realistic assessments of other existing release areas based on the facts at this time.

Table 5 presents a comparison of Table 3 and 4 Totals with the Regional Strategy requirements for new
Greenfield Dwelling Supply recently confirmed by the Minister.

Adjusted lines can be readily tracked as they are highlighted in red font in the three Tables.
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Table 3: lllawarra Urban Development Programme Update - Greenfield Dwelling Forecast

Wollongong Release Areas Potential 08-09 09-10 10-11 11-12 12-13 5 yr Total
Built Brick Works 450 70 0 0 70
Edgewood 167 68 65 34 0 0 167
Haywards Bay 207 50 50 50 7 0 157
Sandon Point 285 0 0 57 57 57 171
Tallawarra 700 0 0 70 70 70 210
West Dapto 16,000 0 0 160 310 360 830
Total — Greenfield Release Areas 17,809 118 115 441 444 487 1,605
Council Total 17,809 118 115 441 444 487 1,605
Shellharbour Release Area Potential 08-09 09-10 10-11 11-12 12-13 5 yr Total
Albion Park South 217 100 35 62 0 0 197
Calderwood 8,000 0 65 200 250 250 700
Flinders 420 0 0 0 0 0 0
Shell Cove 1,845 75 125 150 150 150 650
Shellharbour City Centre 1,000 0 0 0 0 0 0
Tullimbar Village 1,700 50 75 150 150 150 575
Total — Greenfield Release Areas 13,182 225 235 562 550 550 2,122
Kiama Release Areas Potential 08-09 09-10 10-11 11-12 12-13 5 yr Total
Kiama — Greenfield Release Areas 631 42 15 0 0 0 57
Total lllawarra Release Areas Potential 08-09 09-10 10-11 11-12 12-13 5 yr Total
Total — Greenfield Release Areas 31,622 385 365 1,003 994 1,037 3,784

Table 4: lllawarra Urban Development Programme — Adjusted Greenfield Dwelling Forecast

Wollongong Release Areas Potential 08-09 09-10 10-11 11-12 12-13 5 yr Total
Built Brick Works 450 70 0 0 70
Edgewood 167 68 65 34 0 0 167
Haywards Bay 207 50 50 50 7 0 157
Sandon Point 285 0 0 57 57 57 171
Tallawarra 700 0 0 70 70 70 210
West Dapto 6,909 0 0 56 56 56 168
Total Wollongong LGA 8,718 118 115 337 190 183 943
Shellharbour Release Areas Potential 08-09 09-10 10-11 11-12 12-13 5 yr Total
Albion Park South 217 100 35 62 0 0 197
Calderwood 4,800 0 0 0 100 166 266
Flinders 420 0 0 0 0 0 0
Shell Cove 1,845 50 100 150 150 150 600
Shellharbour City Centre 1,000 0 0 0 0 0 0
Tullimbar Village 1,700 10 10 10 75 100 205
Total — Shellharbour LGA 9,982 160 145 222 325 416 1268
Kiama Release Areas Potential 08-09 09-10 10-11 11-12 12-13 5 yr Total
Total Kiama LGA 631 42 15 0 0 0 57
Total lllawarra Release Areas Potential 08-09 09-10 10-11 11-12 12-13 5 yr Total
Total — Adjusted Forecast 19,331 320 275 559 515 599 2268

Table 5: Comparison of IRS Target with IUDP and Adjusted Greenfield Dwelling Forecast

Potential 08-09 09-10 10-11 11-12 12-13 5 yr Total
IUDP Forecast 31,622 385 365 1,003 994 1,037 3,784
Adjusted Forecast 19,331 320 275 559 515 599 2268
IRS Requirement NA 720 720 720 720 720 3600
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The relevance of the above analysis is that it demonstrates:

= That even with the inclusion of Calderwood in production projections, the Greenfield dwelling forecast
is under the Regional Strategy requirement by more than 35%;

= The difference between the lllawarra Urban Development Programme Update and actual delivery of
dwellings;

= The problems associated with over reliance on one major source of ne w land and dwelling supply;

=  The failure of the lllawarra Regional Strategy in terms of dwelling supply; and

= The relevance of the concern expressed by the National Housing Supply Council of reliance on limited
sources of supply.

SUMMARY AND CONCLUSION

The analysis in the Calderwood Environmental Assessment Report supplemented and updated by
this Report shows that:

= The strategic planning context of the lllawarra Regional Strategy has been superseded by the
National and State policy frameworks that require increased land and housing supply, positive
measures to improve housing affordability and the need for competitive tension in the market
place.

= Planning for, and implementation of, the West Dapto Release Area, nominated in the Regional
Strategy as the priority Release Area has not progressed as expected and continues to face
significant ongoing difficulties.

= Planning for, and implementation of, the other Release Areas nominated in the Regional
Strategy has not progressed as expected and these also continue to face ongoing difficulties.

= Land and dwelling supply targets as documented in the Illawarra Regional Strategy are not being
met and the alternative Release Area of Calderwood is required to meet these targets.

This Update Report shows that the concerns expressed about whether the Project is consistent with
the Illawarra Regional Strategy:

= Are narrow in focus and based on the premise that there is sufficient zoned land to meet the
Illawarra’s land and housing supply needs;

® Fail to recognise the reality of the implementation status of release areas in the lllawarra; and

= Ignore the significant broader forces at play in the strategic, economic and housing affordability
framework.
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