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Ref: 2916.001 LS03119 RC/rc
14" November 2008

Hawkesbury City Council
PO Box 146
WINDSOR NSW 2756

Attention: Greg Hall

Dear Sir,

RE: PROPOSED ALDI STORE- MULGRAVE
REVIEW OF DFP ECONOMIC IMPACT ASSESSMENT REPORT

Supplementary Comments

SEMF have noted a number of analyses that have not been included in the DFP report. These analyses
would have provided additional information upon which to further assess the economic impact of the
ALDI proposal.

Whilst some of these additional analyses, such as escape spending, are not essential, and others may
not be possible at present, such as population projections, due to information not being available,
others such as using average to compare with average rather than median are more important to know.

Specifically SEMF is referring to the comparisomwdianannual household income in the Mulgrave
Catchment Area (Table 1) with the estimads@ragehousehold retail expenditure (Table 3). The

purpose of any analysis of this type is to provide an estimate as to whether households can sustain the
level of retail expenditure estimated with the income that they have. It is therefore an important
consideration. It is not known why DFP did not mgerageannual household income in the

Mulgrave Catchment Area. It may be that the figure is not available. If this figure is not available,
then further analysis of DFP’s estimate of supermarket expenditure per household (Table 3) compared
with the Australian average of approximately $7,956 is important to be undertaken.

The DFP Table 4 provides an estimation in terms of sales performance of the existing supermarket
floorspace. However, SEMF finds sourcing the data in Table 4 is difficult. The source is from DFP
estimates, Based on DFP experience and by reference to sales levels quoted elsewhsvarce for

the assumed annual average growth rate for future turnover of 1.5% would be useful for verification
purposes.

Therefore SEMF is not able to verify the figures in Table 4 of the DFP report. As a result SEMF
cannot verify the DFP conclusion concerning Table 4 that:

* “In 2008, total sales of supermarkets and food stores could be $58.27 million, or
$69.9 million if the ALDI were also trading.

« By 2011, assuming ALDI is operational, sales could total $73 million, increasing to
$78.5 million in 2016.”

Following on, SEMF can therefore not verify that there wilf®® million of ‘excess’ supermarket
expenditure available from households in the catchment area ir{.2008
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A further analysis that would have been useful for comparative or extrapolation purposes relates to the
impact that existing ALDI stores in the area have had, or impacts that ALDI stores in other locations
have had. It is not known whether such information is available.

Although DFP does not directly assess the impact on non-food stores and services, the following claim
by DFP is not disputed by SEMF:

“The existing supermarkets in Windsor form part of the diverse range of services and facilities
available in Windsor; services and facilities that are not available at Mulgrave. Therefore,
Windsor will continue to attract a significant proportion of retail expenditure, including
supermarket expenditure, from households both within the ALDI catchment and those areas to
the north-east, beyond the notional ALDI catchment.”

This is because there are few of the non-food type stores and services located at Mulgrave at the
present time. No predictions are possible about the changes of businesses in Mulgrave based on
ALDI’s proposed location, however this would be a matter more relevant to the Council’s LEP.

SEMF confirm that the DFP report is not misleading in its assessment, and appears rigorous in its

methodology and approach. However, further analyses would provide additional information upon
which to further assess the economic impact of the ALDI proposal.

Yours sincerely,

ROGER CHANCE
SEMF PTY LTD
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1 EXECUTIVE SUMMARY

11 Scope of Report
The Purpose of this Report is to provide a review in the form of comment
and advice to Hawkesbury City Council on the Don Fox Planning
Consultants “Economic Impact Assessment — Proposed ALDI Store at
Mulgrave”, dated August 2008 (DFP).

The Review has been prepared at the request of Hawkesbury City Council.
2. SCOPE OF REPORT

21 M ethodology
The review is a high level review of the DFP Report, based on the
following criteria:

» Studies and information used as a basis for the conclusions

» Validity of assumptions

» The rigor and breadth of the analysis

* The ability to verify the figures (SEMF has not been contracted to
undertake any economic analysis)

* Whether there is adequate basis for the conclusions drawn

* Whether the document is likely to satisfy a test that Council has taken
the requirements of s79C(1)(b) of tBavironmental Planning and
Assessment A&B79 (EP&A Act) — through a review of relevant
judgements in the Land and Environment Court

2.2 Refer ence Documentation

» Don Fox Planning Consultants Economic Impact Assessment —
Proposed ALDI Store at Mulgrave.

* Plans numbered PO7017 DA 01 A, DA 02 A, DA 03 A, DA 04 A, DA
05 A, DA 06 A, DAO7 A, DAO8 A, DAQ09 A, DA 10 A, prepared by
Steiner Roberts, dated 11/08/08

* Leyshon Consulting Pty Ltd “Report on Economic Activity of Proposed
Supermarket at South Windsor”, February 1997.

* Various judgments of the Land and Environment Court namely:

0 2 July 2003 Centro Properties Limited v Warringah Council &
Anor (2003) NSWLEC 145)

0 31 October 2003Gentro Properties Limited v Warringah
Council & Anor(2003) NSWLEC 257)

0 2 August 2001Cartier Holdings Pty Ltd v Newcastle City
Council and Anoi(2001) NSWLEC 170)

0 4 September 200Bongiorno Hawkins Frassetto & Associates
v Griffith City Council and or§2007) NSWLEC 551)
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2.3

24

0 22 June 2001Maryland Development Co Pty Ltd v Penrith City
Council & Anor(2001) NSWLEC 135)

0 6 August 1999AMP Investments Ltd v Newcastle City Council
(1999) NSWLEC 164)

The Site and L ocality Description

The site for the proposed ALDI store is Lot 2 DP 270412 and situated on
the corner of Winford Drive and Grier Crossing, off Curtis Road. It is
known as No 5 Curtis Road, Mulgrave.

The site is located within the McGraths Hill Business Park and adjacent
uses include warehouse buildings to the west which are occupied by
various retail businesses, commercial businesses and Hungry Jacks to the
north.

Low density residential development surrounds the McGraths Hill Business
Park, and to the west uses include light industrial, commercial and vacant
lands.

The Statement of Environmental Effects for the proposal states that “the
closest retail centre currently accessible to the residents of both Mulgrave
and McGraths Hill is the Windsor Town Centre, and this site is
approximately 4km north of the subject site. Windsor Town Centre
accommodates specialty retail stores and a Woolworths supermarket is
currently under construction.”

“The subject site is well facilitated by public transport. It is approximately
600 metres in a north-east direction from Mulgrave Railway Station. Local
bus services operate along Windsor Road and bus stops are located along
Windsor Road and on the corner of Windsor Road and Pitt Town Road.
Route 608 provides weekday services which link the site to the Windsor
station and Castle Hill shops (Castle Towers).”

It is noted that the DFP Report does not provide a detailed description of
the subject site. The DFP Report also does not clearly indicate the location
of Mulgrave in relation to Sydney, nor are the boundaries of the
Hawkesbury Local Government Area shown.

The Proposal

A detailed description of the proposal is not included in the DFP Report,
rather the Report includes a description of the “characteristics of an ALDI
store”. The author of this Review therefore had to turn to secondary
sources in order to ascertain a detailed description of the proposal. These
secondary sources included the Statement of Environmental Reports and
Architectural Plans.

It is considered that the DFP Report should have included a detailed
description of the proposal to enable the Report be a stand alone document.

2916.001
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Such an exclusion, does not necessarily detract from the DFP Report’s
economic analysis. However it means it is difficult for the Reviewer to
check proposal statements. For instance the DFP Report states that ALDI’s
preferred size is approximately 1,500 square metres, and that the proposal
is a typical store. The plans and the Statement of Environmental Effects
confirms that the proposed gross floor area is approximately 1532 square
metres.

The DFP Report also has not included the proposed hours of operation, nor
an analysis of these compared to existing supermarkets in the catchment.

2916.001
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3.2

3.3

REVIEW

Characteristicsof an ALDI Store
The DFP Report details the characteristics of an ALDI store. The
information covered ranges from product lines to pricing policy.

Details of the trade performance of the existing ALDI stores at Richmond
and Rouse Hill would have provided useful statistics, however were not
provided.

Background data on the impact of both these existing ALDI stores would
also be useful, but was not provided.

Population

The DFP Report identifies an estimated catchment area and the population
characteristics of that area, including population projections. The
catchment area defined appears reasonable and broadly accords with
previous catchment areas used.

The population growth for the trade area between 2008 — 2021 is set out in
DFP Table 2. The Mulgrave Catchment area is forecast to increase from
20,528 persons in 2008 to 22,738 persons in 2021. The assumed growth
rate is 0.8% per annum for the catchment area and 1.3% per annum for the
Hawkesbury LGA during this period.

The difference between the Department of Planning population projections
and actual ABS Census counts was highlighted in the report and it is
considered further work is required to determine whether the projections
are consistent with recent population growth trends, when figures are
available. Published figures relating to the latest figures are not yet
available, although the Department of Planning has released regional
projections in 2008. Individual LGA projections were not included in the
Department of Planning’s 2008 release.

Supermarket Demand Considerations (i.e. what demand for supermarket
products is created from projected population growth throughout the
catchment area.)

Population projection figures not based on 2006 Census data make analysis
of demand based on projected population growth less accurate than would
otherwise be the case. Published figures by the Department of Planning
(Transport Population Data Centre) were released in 2005 and projected the
Hawkesbury Local Government Area (LGA) to increase to 72,950 persons
in 2021.

However Table 2 of the DFP report projects the Hawkesbury LGA
population to increase by 2021 to 68,448 persons. This difference in
projections is noted in the DFP report.

2916.001
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34

35

Supermarket Supply Consider ations (i.e. whether the trade catchment
area is under or over-provided with supermarkets).

The DFP estimates the sales likely to be attracted to supermarkets and
grocery stores within the catchment area from households.

An expected analysis to find in the DFP report is an estimation of whether
the catchment area is under or over-provided with supermarkets, through
the use of supermarket floorspace per population. At present the national
average supermarket floorspace is approximately 320 sqm per 1,000
people.

Our rough analysis has used the DFP population projection for 2008 in the
catchment area of 20,528 persons (Table 2), and the DFP assessment of
existing floor area of the two full-line supermarkets in the catchment area

of 6,600 sm. Such an analysis shows that the Mulgrave Catchment average
supermarket floorspace is projected to be approximately 322 sgm per 1000
people in 2008. Our rough analysis shows that this figure is similar to the
national average.

Using the population DFP projection figures (Table 2) of 21,020 persons in
the catchment area in 2011, and assuming the 1,500 sgm ALDI store is
opened in 2011, the Mulgrave Catchment average supermarket floorspace
would be estimated at 385sm per 1000 people. Our rough analysis shows
that the figure is above the national average.

Available Retail Spending

The DFP Report provides statistics detailing existing per capita levels of
retail spending in the catchment area. In summary DFP Census data shows
that the median annual household income in the Mulgrave Catchment Area
is $59,380 in 2006 (Table 1). The DFP Report in Table 3 contends that the
estimated household retail expenditure in the Mulgrave catchment is an
average of $28,604.5 in 2008.

Comparing median and average figures can be fraught with difficulties and
it is recognised that the median income for a given area can differ quite
substantially from its average income. It is therefore difficult to estimate
whether households would need a higher income to sustain the level of
retail spending cited by DFP. A comparison of like with like would
provide statistics upon which more clear conclusions could be drawn.

The ABS Table below shows that the average expenditure per household on
goods and services in Australia per week in the 12 months to June 2004.

2916.001
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Average Weekly Household Expenditure On Goods And Services

Food and non-akoholic bevermges
Curnent housing costs

Transport

Rec ieation

Miecellaneous goodks and sanices

Household senices and operation
Housahold furnishings and equipment
Medical cane and health experses

Clothing and footesear
Domestic fuel and power

Akohole bevermges
Personal cane

Tobacco prducts

100 125 190 175
g

0 75

Source: 6530.0 - Household Expenditure Survey, Australia: Summary of Results, 2003-04

This table shows that the average expenditure per household on goods and
services in Australia per week was $893, or $46,436 per annum in the 12
months to June 2004.

Table 1 in the DFP report, shows the median annual household income in the
Mulgrave Catchment area as $59,380. If the ‘average’ income is lower, the
DFP estimation of supermarket expenditure per household may not be able to
be sustained.

Referring to the DFP Report’s estimation in Table 3 of Supermarket
Expenditure per household of $9,201.10, this again appears on the high side of
the Australian average. The Australian average from the ABS Table above is
approximately $7,956 pa per household (i.e. $153 per week for food and non-
alcoholic beverages).

3.6  Potential Impacts on Existing Super markets

The DFP report reaches a number of conclusions concerning the potential

impacts on existing supermarkets, namely:

» the development of the ALDI store is “unlikely to result in a detrimental
economic impact on existing retailers *“.

» the “proposed store may impact marginally in the very short term on
existing supermarkets and grocery stores in the area. It has been
estimated, however, that there is more than sufficient expenditure available
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to support additional retail facilities and that the impact can therefore be
acceptable.”

“ We anticipate that each smaller local grocery store within the catchment
area will continue to fulfil their role as a convenient local facility for the
purchase of top-up grocery items between major shopping trips to a larger
supermarket. Therefore, the potential impact on these facilities is likely to
be negligible.”

“Following several years of trading, experience would suggest that, due to
population growth and the consequent growth in spending, the impact of
the new development would have been absorbed and unlikely to create
significant trading anomalies”.

“Windsor will continue to be the dominant centre in the Hawkesbury LGA
and this role is unlikely to be undermined or threatened by the proposed
Mulgrave ALDI as this will be a ‘stand alone’ facility without the
necessary support infrastructure associated with a conventional retail and
commercial centre.”

The DFP report also concludes:

“the ‘catchment’ for ALDI is very much a shared catchment — in which
both Mulgrave ALDI and all the existing shopping facilities within that
catchment can co-exist (in terms of potential available household
expenditure).

This latter conclusion sums the situation, and as previously suggested
earlier in our report, details of the trade performance of the existing ALDI
stores at Richmond and Rouse Hill would have provided useful statistics.
These have not been provided. Background data on the impact of both
these existing ALDI stores has not been provided.

The DFP Table 4 provides an estimation in terms of sales performance of
the existing supermarket floorspace. A comparison with the national
average for major supermarkets which is currently approximately $8,000

per sqm. is a useful analysis. Such a comparison can indicate whether these
stores would be able to absorb the trading impacts without calling into
question their viability.

However, sourcing the data in Table 4 is difficult. The source is from DFP
estimates, “based on DFP experience and by reference to sales levels
quoted elsewhere.” A source for the assumed annual average growth rate
for future turnover of 1.5% would be useful for verification purposes.

Finally, it is noted that Leyshon Consulting were concerned about the
effects that developments in Richmond might have on the Windsor Town
Centre. Any impacts found would have been a useful inclusion in the DFP
report.
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3.7

3.8

3.9

L ocation Consider ation
The DFP report states:

* “Mulgrave ALDI ...will be a ‘stand alone’ facility without the
necessary support infrastructure associated with a conventional retail
and commercial centre.”

» ‘“lts location means it also has the ability to attract passing trade.” (i.e.
trade from outside the notional catchment area)

These observations are useful for analysis purposes.
Escape Spending

The estimation of escape spending may have been a worthwhile exercise
because the ALDI at Mulgrave may be able to capture some escape
spending from the catchment.

The 1997 Leyshon Consulting Pty Ltd report found that in the ABS 1991-
92 Retail Census that the escape expenditure in the Hawkesbury Statistical
District in the expenditure category of “Supermarket and Grocery” was
7.20%, and in the category of “Specialised Food” was 13.55% - particularly
to Penrith and Blacktown.

It is not known whether this figure has changed in light of newer
developments in surrounding areas such as Rouse Hill and Richmond, or
any redevelopments that may have occurred in such centres as Penrith and
Blacktown. The Leyshon Report concluded that “a 7.2%, escape spending
in the supermarket and grocery sector is at a level (in Hawkesbury) which
might be found in almost any area of Australia and indicates that existing
supermarkets were highly effective in capturing locally-generated
expenditure.”

If there has been any change in escape spending since the Leyshon Report,
an analysis of whether the ALDI might make an impact of this issue, would
be a useful inclusion, and may provide an indication of the demand for
additional supermarket spending in the trade catchment. Such an analysis
may have required a survey questionnaire. The requirement of such a
survey is not necessarily essential however.

Assessment of Net Community Benefit

The Report considers that there are positive economic impacts that can be
expected to flow from the development, namely:

* “The catchment area will benefit from the introduction of the ALDI as
it will provide a service not readily available to the local community.”

2916.001
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* “There is the potential for it to lead to increased expenditure in other
retail outlets as a result of the synergistic effect of new development.”

» “...The characteristics of the catchment population suggest that the
proposed ALDI may be particularly attractive to the many households
in the catchment which have low to medium incomes.”

* The proposed retail facilities will also create opportunities for
employment in the local area, both during the construction phase and
when the facility is operational.

The DFP report states that “fundamental to ALDI’s operation is the policy
of permanently low prices.” It is not known what the prices are of the
existing retail outlets. The 1997 Leyshon Consulting Pty Ltd report stated
that there was evidence that “...supermarkets in the area may be over-
trading, a finding which was substantiated by anecdotal evidence from
residents of Hawkesbury who considered that existing supermarkets in
Hawkesbury charged overly high prices.” It is not known whether prices
have changed since that date and this issue was not addressed in the DFP
report.

Another issue not addressed is the association of food shopping with non-
food shopping. Although the DFP report indicates there is the potential for
a synergistic effect of new development with other retail outlets, the issue
of where the potential Mulgrave ALDI shoppers will undertake their non-
food shopping has not been addressed. It is therefore not known what
effect ALDI may have on non-supermarket stores.

The DFP report does not address the net community benefits of not locating
the proposed ALDI store at Mulgrave, but rather within the Windsor Town
centre. The DFP report considers that “The existing supermarkets in
Windsor form part of the diverse range of services and facilities available

in Windsor; services and facilities that are not available at Mulgrave.
Therefore, Windsor will continue to attract a significant proportion of retalil
expenditure, including supermarket expenditure, from households both
within the ALDI catchment and those areas to the north-east, beyond the
notional ALDI catchment.”
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4. S79C CONSIDERATIONS
4.1 Review of relevant judgmentsin the Land and Environment Court

It is useful to review relevant judgments in the Land and Environment Court to
determine whether the DFP report is likely to satisfy a test that Council has taken into
consideration the likely economic impact of such a proposal and the requirements of s
79C(1)(b) of the Environmental Planning and Assessment Act 1979 (EP&A Act).

Various judgments in the Land and Environment Court discuss the requirements of s
79C of the Environmental Planning and Assessment Act (EP&A Act). A few relevant
cases are cited below. The first two indicate what is relevant and what is not part of
an assessment. The third case indicates that Council is bound to take into
consideration the economic impacts of the proposed development in the locality.

Maryland Development Co Pty Ltd v Penrith City Council & Anor

In Maryland Development Co Pty Ltd v Penrith City Council & Anor (2001)
NSWLEC 135 (22 June 2001) Sheahan J states “...it is irrelevant also that a store’s
approval may have impacts...”

Fabcot Pty Ltd v Hawkesbury City Council

In Fabcot Pty Ltd v Hawkesbury City Council (1997) NSWLEC 27 (14 March 1997)
Lloyd J dealt with an appeal against Council’s refusal to grant consent to a
Woolworths supermarket of 3572sm and carparking for 221 cars at South Windsor.
He states “...It is not part of the assessment of a proposal under the Environmental
Planning and Assessment Act for a consent authority to examine and determine the
economic viability of a competitor. Moreover, it is at least arguable from the fact that
the Trade Practices Act now applies to local government councils, that if a local
council were to refuse or to limit a proposal for development on the ground of
competition with a trade competitor, it could be guilty of anti-competitive conduct
contrary to Pt 4 of that Act.”

Centro Properties Limited v Warringah Council & Anor

In Centro Properties Limited v Warringah Council & Anor (2003) NSWLEC 145 (2
July 2003) Pain J states that Council is bound to take into consideration the economic
impacts of the proposed development in the locality as required by s 79C of the
EP&A Act. This case discusses the lack of economic impact assessment in the
Council assessment report.

It is necessary to read the entire judgment to gain an appreciation of the circumstances
of the case and the background to the judgment. Our reading of the various
Judgments above is that if Hawkesbury City Council determines the proposal, then
Council is able to reasonably conclude it has taken into consideration the economic
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impacts of the proposed development in the locality as required by s 79C of the
EP&A Act. This conclusion is drawn since the Council:

1. Has received a report with the application namely Don Fox Planning
Consultants “Economic Impact Assessment — Proposed ALDI Store at
Mulgrave”, dated August 2008.

2. Council has requested an “independent review of the Economic Impact
Assessment Report that can be included in a Council report.”

3. The Council assessment report is able to discuss both reports, and other
economic impact information that may be considered relevant by Council.

5. CONCLUSION
51 Conclusion

While we have listed various analyses that have not been included in the DFP report,
and conclude that the DFP report may therefore reflect a more positive economic
assessment without such analysis, the report is not misleading in its assessment, and
appears rigorous in its methodology and approach.

We conclude that if Hawkesbury City Council determines the proposal, then Council
is able to reasonably conclude it has taken into consideration the economic impacts of
the proposed development in the locality as required by s 79C of the EP&A Act.
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