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Introduction

This report presents an independent assessment of the demand and market scope
for a proposed expansion of Gateway Plaza, which is currently a neighbourhood
shopping centre located in Leopold. The report also considers the various impacts,
both positive and negative, that would result from the further expansion of the
centre as proposed. The report has been updated in August 2013 to include a

brief overview of the planned stages of the proposed development.
The report is presented in four sections as follows:

+ Section 1 provides a description of the site, including its location and context
within the surrounding region, as well as outlining the relevant planning
framework as it relates to the centre. The proposed expansion of the centre is

also detailed.

+ Section 2 examines the trade area which is relevant to this proposal, including
current and projected population and retail spending levels within the trade

area.

+ Section 3 examines the current and future competitive retail facilities within
the surrounding region, and thus the competitive environment which Gateway

Plaza faces and will face in the future.

« Section 4 outlines our assessment of the sales potential for an expansion of

Gateway Plaza.

+ Section 5 presents an economic impact assessment for the proposal, including
considering likely trading impacts on other retailers throughout the surrounding
region, as well as the employment and other economic effects of the proposed

expansion.
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Executive summary

+ Gateway Plaza is currently a neighbourhood centre located in Leopold. The
centre is now proposed to be expanded, adding two discount department
stores, a second supermarket, and a range of other retail and non-retail
facilities. A planning permit application has been lodged for Stage 1 of the

development which includes a total ‘shop’ floorspace of 21,435 sq.m.

« The City of Greater Geelong Retail Strategy outlines that the Gateway Plaza
site should be investigated for a potential new sub-regional centre. The
strategy details that a centre on the subject site would be able to serve the
entire Bellarine Peninsula, while not undermining the core catchment of the
Geelong CBD.

« The main trade area that would be served by Gateway Plaza following its
expansion is defined to include Leopold, the Bellarine Peninsula and Newcomb.
The trade area population is estimated at nearly 68,000 people at 2011, and is
forecast to grow solidly to over 80,000 residents by 2021.

« There is currently no discount department store, other than a small Target
Country store in Ocean Grove, located in the trade area. In non-metropolitan
areas of Australia, there is typically one discount department store for every
30,000 - 35,000 residents. In terms of total retail floorspace, there is currently
considered a substantial shortfall in the trade area, while a shortfall is still

anticipated in 2016 following the expansion of Gateway Plaza.

« An expansion of Gateway Plaza to sub-regional status will greatly enhance the
shopping choice for local residents and visitors to the region, with significant
improvements in the available range of food and non-food retail facilities. The
expansion of Gateway Plaza will also contribute to the local economy through
increased employment, both during the construction phase and ongoing at the
centre once it has opened. The expansion of Gateway Plaza may have some
impact on other retailers in the region, though the assessed impacts are
considered to be reasonable and would not threaten the ongoing viability of

any existing retailers.

"/MacroplanDimaSi Gateway Plaza Leopold, VIC

Economic Impact Assessment for Future Expansion



This page has been intentionally left blank.



Section 1:

This section of the report details the location of Gateway Plaza and the local and
regional contexts of the site and the centre. The relevant planning environment is

reviewed, and the proposed expansion plans are also detailed.

1.1 Regional & local context

Gateway Plaza is a single supermarket based centre located at the western edge
of the Leopold urban area. Leopold is a satellite town situated 9.5 km east of

Geelong and acts as a gateway to the popular Bellarine Peninsula (refer Map 1.1).

The centre occupies a high profile site on the Bellarine Highway, which is the main
traffic route linking Geelong with Leopold, Ocean Grove, Point Lonsdale and
Queenscliff (refer Map 1.2). The site also adjoins Melaluka Road, which extends
north to the Geelong - Portarlington Road and also provides easy access to the

Estuary residential estate to the south.

Gateway Plaza is currently anchored by a Coles supermarket and includes
14 specialty shops, as well as a medical clinic. Other existing retail facilities in
Leopold are limited to small strip centres provided on Dorothy Street and
Ash Road. Gateway Plaza is identified as a potential future sub-regional centre for
the surrounding region, including Leopold and the Bellarine Peninsula, as outlined
in the City of Greater Geelong Retail Strategy, which is detailed in a later sub-

section of this report.

The Bellarine Peninsula is a popular tourist destination, particularly for residents
of Melbourne during weekends and over the summer holiday period. Furthermore,
strong population growth is occurring on the Bellarine Peninsula, with key growth
areas located in Curlewis (west of the Drysdale urban area) and to the north of
Ocean Grove, while the Leopold urban area will also enjoy substantial future

growth.
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The main higher-order non-food retailers currently serving the surrounding region
are provided in the Geelong CBD, which comprises Westfield Geelong, Market
Square Shopping Centre and street based retailing provided along Ryrie Street,
Moorabool Street and Malop Street. Central Geelong is estimated to contain
around 125,000 sq.m of retail floorspace in total. In addition, Geelong is served
by three sub-regional centres namely Belmont Shopping Village to the south,
Waurn Ponds Shopping Centre to the south-west and Corio Shopping Centre to
the north.

Over the longer term (i.e. around 2020) the Geelong Ring Road is proposed to be
extended to link through to the Bellarine Highway, a short distance west of
Gateway Plaza. If this occurs, it will increase the amount of passing traffic along
the Bellarine Highway and further strengthen the Gateway Plaza site as a key

retail destination for the region.
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1.2 Planning environment

The Leopold Structure Plan (the Structure Plan) was adopted by the City of
Greater Geelong in September 2011. The purpose of the Structure Plan is to
provide a strategic framework and vision for the future planning and development

of Leopold. The vision of the Structure Plan is to be delivered by (page 7):

* Providing opportunities for the creation of a potential sub-regional retail centre
which serves the Bellarine Peninsula but also creates a '‘town centre’ for

Leopold residents; and
* Providing for local employment opportunities.

The Structure Plan also states that Leopold is well located to serve the townships
of the Bellarine Peninsula, while also being situated in close proximity to Geelong.

The Structure Plan draws on a number of previous reports including:
« The City of Greater Geelong Retail Strategy (the Retail Strategy); and

« The Leopold Sub-Regional Activity Centre Master Plan (the Centre Master
Plan).

The Retail Strategy was prepared by Essential Economics in June 2006. It was
prepared to guide the ongoing development of the retail sector and retail activity
centres in the Greater Geelong municipality. Some of the key points to highlight

from the retail strategy include the following:

 The Bellarine Peninsula had a population of 63,700 people in 2006, which is
forecast to increase to 82,000 people by 2021 - a figure equivalent to the
2005 population of the City of Greater Bendigo (page 34). The main trade
area defined for Gateway Plaza in Section 2 of this report is the same as the

definition of the Bellarine Peninsula utilised in the Retail Strategy.
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« The Gateway Plaza site should be investigated for a potential new sub-regional

centre for the following reasons (page 34 of the Retail Strategy):
- The site contains the required amount of vacant land.

- A sub-regional centre on the Gateway Plaza site in Leopold would serve

the entire Bellarine Peninsula.

- As Leopold is located 8.5 km from Central Geelong, it would not be

expected to undermine Central Geelong’s core primary catchment.

e By around 2016, the forecast population on the Bellarine Peninsula should
support sub-regional facilities without having an undue adverse effect on

retailing in central Geelong (page 35 of the Retail Strategy).

e Table 12.1 on page 95 of the Retail Strategy outlines the retail hierarchy of
centres serving the Geelong region. Most relevant is the definition of ‘sub-
regional centre’ which is described as typically serving a catchment population
of between 40,000 and 80,000 people and having a retail floorspace range of
between 15,000 sq.m and 35,000 sq.m. Examples of key tenants include

discount department stores, supermarkets, mini-majors and specialty shops.

The Centre Master Plan was prepared for the City of Greater Geelong by Beca, in
partnership with Sykes Consulting and Tim Nott Economics in December 2010.
Key findings of the report include the broad estimates of required additional
floorspace at a future sub-regional centre in Leopold by 2021 (page 21). It
estimated in the Centre Master Plan that a sub-regional activity centre in Leopold
could support an additional 45,300 sq.m floorspace by that date, including

27,700 sqg.m of retail floorspace and 17,600 sq.m of non-retail floorspace.
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1.3 Existing centre and proposed expansion

Gateway Plaza is anchored by a Coles supermarket of 3,200 sq.m and includes
one mini-major of 426 sg.m (Priceline) and 14 retail specialty shops totalling
1,136 sq.m of floorspace. The centre is nhow proposed to be expanded to sub-

regional status in two stages as detailed in Table 1.1.

Stage 1 of the proposed expansion is illustrated on Figure 1.1 and is to include

the following:

The addition of a discount department store of 5,000 sq.m;

« An expansion of the existing Coles supermarket to 4,200 sq.m;
+ The addition of a second supermarket of 4,200 sq.m;

« A further 900 sq.m of mini-major floorspace;

« Around 7,180 sq.m of additional retail specialty space, which would incorporate
a range of fresh food, take-away food, apparel, household goods, leisure,

general retailers as well as retail services;
+ An expansion of the medical facility to 471 sq.m;
« Office space of 2,380 sq.m;
« A gymnasium of 562 sq.m; and
» An external restaurant fronting the Bellarine Highway of 350 sq.m.
The Stage 2 expansion is illustrated in Figure 1.2 with the key features including
the following:
» The addition of a second discount department store of 8,200 sq.m;
« An increase in the retail specialty space by 365; and

« Showroom floorspace of 650 sq.m;
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Section 1: Site location and proposed development

Overall, Stage 1 is proposed to increase ‘shop’ floorspace to 21,435 sq.m and

total floorspace to 27,143 sq.m. Stage 2 is proposed to add 8,565 sq.m of retail

floorspace as well as 650 sq.m of showrooms.

=

Table 1.1
Gateway Plaza - Current and future composition, GLA (sq.m)
Current Stage 1 Stage 2
Category Additional Total Additional Total
Major tenants
DDS 0 5,000 5,000 8,200 13,200
Supermarket 3,200 5,200 8,400 0 8,400
Total majors 3,200 10,200 13,400 8,200 21,600
Mini-majors 426 900 1,326 0 1,326
Retail specialities 1,136 7,183 8,319 365 8,684
Total centre - retail * 4,762 18,283 23,045 8,565 31,610
Showrooms 0 0 0 650 650
Other non-retail® 38 0 38 0 38
Less kiosks 0 -229 -229 0 -229
Less 'non-shop 0 1,419 1,419 0 1,419
Total 'shop’ floorspace 4,800 16,635 21,435 9,215 30,650
Medical Centre 201 270 471 0 471
Bank 180 0 180 0 180
Offices 0 2,380 2,380 0 2,380
Gymnasium 0 562 562 0 562
Australia Post 117 0 117 0 117
Kiosks 0 229 229 0 229
‘Non-shop* 0 1.419 1419 0 1419
Total centre 5,298 21,495 26,793 9,215 36,008
External pad site 0 350 350 0 350
Total Property 5,298 21,845 27,143 9,215 36,358

1. Retail includes kiosks, food & drinks to match definition of retail expenditure
2. Other non-retail includes travel agent

3. 'Non-shop' includes food and drink premises and some office floorspace

Source: Lascorp; MacroPlan Dimasi
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Section 2:

This section of the report details the trade area that would be served by
Gateway Plaza following its proposed expansion to sub-regional status. The
population and retail spending levels within the trade area, as well as the

demographic profile of trade area residents, are also included in this section.

2.1 Trade area definition

The extent of the trade area or catchment that is served by any shopping centre

is determined by a number of key factors. These factors include the following:

« The most important factor that serves to determine the trade area of any
particular centre is the scale and composition of that centre, and particularly
the major traders that are included within it as compared with alternative
competitive retail facilities. The layout and ambience/atmosphere of the centre,
as well as the amount and quality of carparking, also determine the strength

and attraction of a particular retail facility.

« The available road network and public transport system as they operate to
affect the ease of access to a centre are also important factors impacting on

the relative attractiveness of any retail facility.

+ The proximity and attraction of other competitive retail centres also have an
influence on a particular centre’s trade area. The location, composition, quality
and scale of competitive retail facilities in the region are therefore also factors
in establishing the extent of the trade area which a shopping centre is

effectively able to serve.

« Significant physical barriers (e.g. freeways, rivers and railways) which are
difficult to negotiate, or which take considerable time to cross, also determine
the boundaries of the trade areas that are able to be served by specific

centres.
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The trade area defined for Gateway Plaza takes into consideration the following

factors:

e The location of Gateway Plaza on the Bellarine Highway, which is the main
traffic route from Geelong to Ocean Grove, Point Lonsdale and Queenscliff. This
location ensures the centre is easily accessible for surrounding residents as

well as for holidaymakers to the region.

« The proposed expansion of Gateway Plaza to sub-regional status, and the fact

that it will be the only such centre on the Bellarine Peninsula.

e The location of the Geelong CBD 9.5 km west of Gateway Plaza, and the CBD's

role as the only regional shopping centre serving Geelong.

e« The location of existing competitive shopping centres in the surrounding
region, and particularly the supermarkets located in the major townships of the

Bellarine Peninsula, as well as proposals for any future additions.

Given these factors, the trade area defined for Gateway Plaza includes a primary
sector and three secondary sectors, as shown on Map 2.1 and described as

follows:

« The primary sector incorporates Leopold and the immediately surrounding

rural areas.

e The secondary east sector encompasses the towns of Drysdale, Clifton

Springs, Portarlington and St Leonards.

e The secondary south-east sector includes the balance of the Bellarine
Peninsula and incorporates Ocean Grove, Barwon Heads, Queenscliff and

Point Lonsdale.

« The secondary west sector encompasses the easternmost Geelong suburbs

of Newcomb, Whittington, Moolap and St Albans Park.
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Section 2: Trade area analysis
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2.2 Trade area population

Table 2.1 attached details the recent and projected population levels within the
Gateway Plaza main trade area. Population trends and forecasts for the trade area

population have been based on the following:

e« The 2001 and 2006 Censuses of Population and Housing.

e Population projections prepared by the Department of Health and Ageing, last
revised in 2009.

e Forecast.id population projections prepared for the City of Geelong.

« Recent dwelling approvals data released by the Australian Bureau of Statistics
(ABS).

« Development approvals for residential housing estates within the surrounding

region, as well as discussions with various developers.

The trade area population is estimated at nearly 68,000 people at 2011, including
11,800 residents within the primary sector. The main trade area population is
projected to increase to over 80,000 people by 2021, reflecting an average

increase of 1.7% per annum over the forecast period.
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Section 2: Trade area analysis

Table 2.1

Gateway Plaza trade area population, 2001-2021*

Estimated population Forecast population

Trade area 2001 2006 2011 2014 2016 2021
Primary sector 10,920 10,850 11,800 12,610 13,170 14,670
Secondary sectors

* East 15,440 17,310 19,310 20,810 21,910 24,910
» South-east 17,590 19,530 21,780 22,830 23,530 25,280
* West 13,790 14,490 15,090 15,210 15,290 15,490
Total secondary 46,820 51,330 56,180 58,850 60,730 65,680
Main trade area 57,740 62,180 67,980 71,460 73,900 80,350

Average annual growth (no.)
Trade area 2001-06 2006-11 2011-14 2014-16 2016-21

Primary sector -14 190 270 280 300

Secondary sectors

* East 374 400 500 550 600
« South-east 388 450 350 350 350
* West 140 120 40 40 40
Total secondary 902 970 890 940 990
Main trade area 888 1,160 1,160 1,220 1,290

Average annual growth (%)
Trade area 2001-06 2006-11 2011-14 2014-16 2016-21

Primary sector -0.1% 1.7% 2.2% 2.2% 2.2%

Secondary sectors

* East 2.3% 2.2% 2.5% 2.6% 2.6%
* South-east 2.1% 2.2% 1.6% 1.5% 1.4%
* West 1.0% 0.8% 0.3% 0.3% 0.3%
Total secondary 1.9% 1.8% 1.6% 1.6% 1.6%
Main trade area 1.5% 1.8% 1.7% 1.7% 1.7%
*As at June

Source: ABS; Forecast.id; MacroPlan Dimasi
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The majority of the population growth in the main trade area is expected to be
accommodated within Leopold and the Bellarine Peninsula (refer Map 2.2). The

major residential estates in the surrounding area including the following:

« The largest residential estate in Leopold is Estuary by Villawood Properties,
which has capacity for 650 dwellings. The estate is situated immediately south
of the urban area of Leopold, on the eastern side of Melaluka Road. Discussions
with the developer indicate that some 15 lots are being sold each month and

the estate is expected to be fully developed by mid 2016.

e Other estates in the primary sector include Kensington Estate, which is located
at the northern fringe of Leopold; the Moss Road estate, which is situated on
the south-eastern intersection of Moss Road and the Geelong-Portarlington

Road; and the proposed Bellarine Lakes Retirement Village in Moolap.

e The Jetty Road growth area is located immediately west of the existing
Drysdale urban area and is planned to accommodate some 3,300 dwellings at
capacity. A number of residential estates are currently underway in the eastern
part of this growth area, including Bayview on the Bellarine, Baywater Estate,

Curlewis Parks and Bellaview.

« A large parcel of land situated to the north of the existing urban area of
Ocean Grove has been identified for future residential growth, and has a
capacity for some 10,000 dwellings. The majority of this land is located
between Grubb and Banks Roads, with the major estates currently underway

including Kingston Downs North and Oakdene.

e The Point estate by Stockland is a major residential development at
Point Lonsdale, with capacity for 600 dwellings, as well as 290 retirement
residences. The estate is situated at the north-western fringe of the existing

urban area of Point Lonsdale.
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2.3 Socio-demographic profile

Table 2.2 and Chart 2.1 following detail the socio-demographic profile of the trade
area population based on the results of the 2006 Census of Population and
Housing. The key features of the trade area population at this time were as

follows:

e The main trade area population has an older age profile compared with
Geelong, with a higher than average proportion of residents aged 60 years and

over. This is particularly evident in the secondary east sector.

+ The average income levels of main trade area residents are slightly below the
respective Geelong averages, though residents of the primary and secondary

south-east sectors earn income levels which are above average.

e The overall home ownership level in the main trade area is above the Geelong

average, and is particularly high in the primary and secondary east sectors.

e The trade area population has a below average representation of overseas born

residents.

e The main trade area consists of a higher than average proportion of
households comprised of couples without children, especially in the secondary
east sector. More than half of the households of the primary sector consist of
couples with dependent children, which shows the popularity of this area with

young families.
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Section 2: Trade area analysis

Table 2.2

Gateway Plaza main trade area - socio-demographic p  rofile, 2006

Primary Secondary sectors Main Geelong
Census item sector East South-east West TA avg.
Per capita income $24,757 $21,875 $27,057 $19,445 $23,439 $24,103
Variation from benchmark 2.7% -9.2% 12.3% -19.3% -2.8%
Avg. household income $68,070 $52,691 $65,954 $47,179 $58,028 $59,286
Variation from benchmark 14.8% -11.1% 11.2% -20.4% -2.1%
Avg. household size 2.7 2.4 2.4 2.4 2.5 2.5
Age distribution (% of pop'n)
Aged 0-14 21.9% 18.2% 19.4% 20.1% 19.6% 19.4%
Aged 15-19 6.8% 6.1% 6.7% 7.1% 6.7% 7.1%
Aged 20-29 10.0% 7.5% 8.0% 11.8% 9.1% 12.9%
Aged 30-39 13.9% 10.1% 11.8% 13.1% 12.0% 13.5%
Aged 40-49 14.6% 13.4% 14.7% 14.2% 14.2% 14.0%
Aged 50-59 13.1% 13.9% 14.8% 12.3% 13.7% 12.6%
Aged 60+ 19.7% 30.7% 24.6% 21.5% 24.7% 20.5%
Average age 37.7 43.4 41.1 38.8 40.6 38.4
Housing status (% of h'holds)
Owner/purchaser 87.2% 83.3% 77.6% 72.6% 79.7% 73.2%
Renter 12.2% 16.1% 22.0% 26.3% 19.7% 26.1%
Other 0.6% 0.6% 0.4% 1.2% 0.7% 0.7%
Birthplace (% of pop'n)
Australian born 86.5% 84.9% 87.8% 85.5% 86.2% 82.8%
Overseas born 13.5% 15.1% 12.2% 14.5% 13.8% 17.2%
 Asia 0.6% 0.7% 0.9% 1.2% 0.8% 2.2%
* Europe 10.9% 12.5% 9.6% 11.6% 11.1% 12.7%
* Other 2.0% 2.0% 1.8% 1.8% 1.9% 2.2%
Family type (% households)
Couple with dep't children 50.9% 40.6% 45.9% 37.8% 43.2% 42.7%
Couple with non-dep't children 8.6% 6.6% 5.6% 9.2% 7.2% 8.0%
Couple without children 24.4% 30.8% 25.8% 21.7% 26.0% 22.5%
One parent with dep't children 7.0% 8.5% 8.4% 13.5% 9.4% 10.3%
One parent with non-dep't child. 1.9% 2.3% 2.2% 4.3% 2.7% 3.6%
Other family 0.5% 0.6% 0.5% 0.8% 0.6% 1.0%
Lone person 6.7% 10.7% 11.5% 12.7% 10.8% 11.8%

Source: ABS Census of Population & Housing, 2006; MacroPlan Dimasi
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Section 2: Trade area analysis

Chart 2.1

Gateway Plaza main trade area - socio-demographic p  rofile, 2006
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2.4 Trade area retail spending

The estimated retail expenditure capacity of the Gateway Plaza main trade area
population is sourced from MarketIinfo, which is developed by Market Data
Systems (MDS) and utilises a detailed micro simulation model of household
expenditure behaviour for all residents of Australia. The model takes into account
information from a wide variety of sources including the regular ABS Household
Expenditure Surveys, national accounts data, Census data and other information.
The MarketInfo estimates for spending behaviour prepared independently by MDS

are commonly used by all parties in Economic Impact Assessments.

Chart 2.2 attached presents a comparison of the retail spending behaviour of
main trade area residents with Geelong averages. The estimated level of total
retail spending per person across the main trade area in 2011 is $12,063, some
1.2% above the Geelong average. Spending is slightly above average for both
food (+0.7%) and non-food (+2.0%). All retail spending estimates detailed in this

report include GST.

Table 2.3 following summarises the total retail spending capacity of the main
trade area population by sector, for the period from 2011 to 2021. Spending
forecasts presented in this analysis are expressed in constant 2010/11 dollars

(i.e. excluding inflation).

Total retail spending generated by the main trade area population is currently
estimated at $813 million and is projected to increase to over $1 billion by 2020,
reflecting an average increase of 2.6% per annum in real terms. Over the forecast

period, the retail spending capacity of the primary sector population is expected

to increase solidly by 3% per annum in real terms, or by around $50 million in

total to reach nearly $200 million by 2021.
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Section 2: Trade area analysis

Chart 2.2

Gateway Plaza trade area - retail spending per pers  on, 2010/11*
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Section 2: Trade area analysis

Table 2.3
Gateway Plaza main trade area - retail expenditure  ($M), 2011-2021

Year ending Primary Secondary sectors Main
June sector East South-east West TA
2011 146 226 281 160 813
2012 149 230 286 161 826
2013 153 239 293 163 848
2014 158 247 301 165 871
2015 163 256 308 167 895
2016 169 265 316 169 919
2017 174 275 324 171 944
2018 179 284 332 173 969
2019 185 295 340 175 995
2020 191 305 348 178 1,021
2021 197 316 356 180 1,049

Average annual growth ($M)
2011-2021 5.1 9.1 7.5 1.9 23.6

Average annual growth (%)

2011-2021 3.0% 3.4% 2.4% 1.2% 2.6%

*Constant 2010/11 dollars & including GST
Source: MarketInfo; MacroPlan Dimasi

Table 2.4 presents total retail spending by the main trade area population across
key retail commodity groups. Take-home food and packaged liquor (FLG)
spending by trade area residents (which is the key segment of the retail market
for supermarkets) is estimated to increase by $118 million over the decade to
reach nearly $500 million by 2021.

The combined spending capacity of the trade area population for the apparel,
household goods, leisure and general retail categories (which is the key segment
of the retail market for discount department stores) is estimated at $354 million
in 2011. Over the forecast period to 2021, this spending market is expected to

grow to $448 million, which is an increase of $94 million over the decade.
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Section 2: Trade area analysis

Table 2.4
Gateway Plaza main trade area - retail expenditure by product group ($M), 2011-2021*

Year ending FLG Food Apparel  Household Leisure General Retail
June catering goods retail services
2011 381 59 86 164 46 58 18
2012 391 60 87 165 46 59 18
2013 402 62 89 169 47 61 19
2014 413 64 91 173 48 63 19
2015 425 66 93 178 49 65 20
2016 436 68 95 182 50 67 20
2017 448 70 98 187 52 69 21
2018 460 72 100 192 53 71 21
2019 473 74 103 196 54 73 22
2020 486 76 105 201 55 75 22
2021 499 79 108 206 57 78 23

Average annual growth ($M)

2011-2021 11.8 2.0 2.2 4.2 1.1 1.9 0.5

Average annual growth (%)

2011-2021 2.7% 2.9% 2.3% 2.3% 2.2% 2.9% 2.3%

*Constant 2010/11 dollars & including GST
Source: MarketInfo; MacroPlan Dimasi
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Section 3:

This section of the report reviews the competitive structure within the surrounding
region. A supply and demand analysis of retail floorspace in the main trade area is

also provided.

3.1 Competitive context

Table 3.1 below summarises the competitive context of the surrounding region,
while the previous Map 2.1 shows the locations of the main competitive retail
facilities. The provision of retail floorspace in each town is estimated based on a

detailed inspection of the region by this office in April 2012.

Within the trade area

Retailer facilities in Leopold are currently limited to the existing Gateway Plaza
shopping centre, as well as two small strip centres. The strip centres are located
on Dorothy Street to the north of the Bellarine Highway and on Ash Road to the
south of the highway. Both include small foodstores (each of 600 sq.m or less),

and a limited number of convenience oriented specialty shops and services.

There are two supermarket based centres located in Newcomb in the secondary

west sector, including:

« Newcomb Central, which is anchored by Woolworths and Aldi supermarkets

and includes a total of 8,100 sq.m of retail floorspace.

« Bellarine Village Shopping Centre, which is located a short distance west of
Newcomb Central and is also anchored by a Woolworths supermarket. The

centre includes a Dan Murphy’s liquor outlet and 12 supporting specialty shops.
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Section 3: Competitive context & retail demand

Table 3.1

Gateway Plaza schedule of competing retail faciliti es

Retail Dist. by road from
Centre / Town GLA Major traders Gateway Plaza

(sq.m) (km)
Within trade area 75,000
Leopold 7,050 -
* Gateway Plaza 4,760 Coles (3,200)
« Balance 2,290 IGA (600), Foodworks (350)
Newcomb 18,860 6
« Newcomb Central 8,100 Woolworths (3,936), Aldi (1,250)
« Bellarine Village SC 6,620 Woolworths (4,330)
« Balance 4,140 NQR
Drysdale 8,740 12
« Drysdale Village 3,180 Woolworths (2,757)
« Balance 5,560 Aldi (1,250),
Ocean Grove 17,010 14
« Ocean Grove Marketplace 5,300 Woolworths (3,482)
« Balance 11,710 Coles (2,700), Target Country (1,200)
Barwon Heads 4,540 IGA (500) 16
Point Lonsdale 1,800 IGA plus Liguor (350) 20
Queenscliff 6,500 Foodworks (550) 22
Portarlington 2,800 IGA plus Liquor (380), IGA (300) 22
St. Leonards 2,200 IGA (900) 25
Other 5,500 Mitre 10
Beyond trade area
Westfield Geelong 52,000 Myer (12,556), Target (8,765), Big W (7,341), 9.5

Coles (3,242)

Market Square SC 18,800 Harris Scarfe (3,230) 9.5
Belmont Shopping Village 13,200 Kmart (8,355), Coles (3,313) 10.5
Proposed facilities
Jetty Road SC (Curlewis) 6,000 Smkt 11
Ocean Grove North SC 7,000 Smkt 14
Brown Street (Portarlington) 1,600 Smkt 22

Source: Property Council of Australia; MacroPlan Dimasi
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Most of the towns on the Bellarine Peninsula include either a supermarket or a
smaller foodstore, together with a provision of mainly convenience oriented

specialty shops and services. The following summarises the various provisions:

+ Drysdale includes Drysdale Village, a Woolworths supermarket anchored
shopping centre; a recently opened Aldi supermarket; and strip retailing along
High Street and Clifton Springs Road.

+ Ocean Grove is the largest town on the Bellarine Peninsula and also has the
largest provision of retail floorspace, estimated at 17,000 sq.m. The Ocean
Grove town centre includes a Coles supermarket as well as a range of retail
facilities on The Terrace, while a small shopping centre is located immediately
to the north and includes a Target Country store. Ocean Grove Marketplace is
anchored by a Woolworths supermarket and is located in the north-eastern

part of the town on Shell Road.

« Barwon Heads contains a small provision of strip retailing on Bridge Road and

Hitchcock Avenue, including an IGA foodstore.

« Point Lonsdale includes a small IGA plus Liquor foodstore and a small provision
of specialty shops and cafes, while the Queenscliff town centre is focused on
Hesse Street and contains a small Foodworks foodstore together with

supporting specialty stores and a number of cafes.

« Portarlington includes a small IGA foodstore and strip retailing along
Newcombe Street, and St. Leonards offers a small provision of retail shops on

Murradoc Road together with a new IGA supermarket.

One of the key points to note regarding the competitive context of the region, is
that there is currently no discount department store located in the trade area,
other than the small Target Country store at Ocean Grove. This is despite the fact
that the trade area population is currently estimated at around 68,000 people. In
non-metropolitan areas of Australia, there is typically one discount department
store for every 30,000 to 35,000 residents. The absence of any major non-food
store from the trade area indicates current strong pent-up demand for such
traders. In addition, the demand for discount department stores will increase

further in the future as the population of the region increases.
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Beyond the trade area

Geelong CBD

Westfield Geelong is the largest and most significant retail element of the Geelong
CBD, and is located on Malop Street. The centre contains 52,000 sq.m of retail
floorspace and is anchored by a Myer department store, Target and Big W
discount department stores, as well as a Coles supermarket. Market Square
Shopping Centre is located opposite Westfield Geelong and includes 18,800 sq.m
of retail floorspace, anchored by a small Harris Scarfe store. Other street based

retailing is also provided along Ryrie Street, Moorabool Street and Malop Street.

Belmont

Belmont Shopping Village is a small sub-regional centre located on the southern
side of the Barwon River and is anchored by a Kmart discount department store
and a Coles supermarket. This centre is of minimal competitive relevance for

Bellarine Peninsula residents, but offers the nearest Kmart store.

Proposed future competition

A number of supermarkets are proposed to be developed within the trade area to

serve the population growth of the Bellarine Peninsula, described as follows:

e The Jetty Road growth area in Curlewis (west of Drysdale) is planned to
incorporate a supermarket based shopping centre of up to 6,000 sq.m of
floorspace. This is expected to be developed over the medium term once a

sustainable population base in the area has been reached.

« A new shopping centre is to be developed over the medium term in the
northern growth area of Ocean Grove, and is planned to include up to
7,000 sg.m of retail floorspace. The centre is expected to be anchored by a
supermarket and also include a range of supporting specialty stores. The site
for the centre is situated on the eastern side of Grubb Road, within the

Kingston Downs Estate.
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A supermarket of 1,600 sq.m is proposed to be developed on Brown Street in
Portarlington, and has recently received planning approval. The supermarket
is expected to open by mid 2014.

Beyond the trade area, the proposed retail facilities are generally of minimal
competitive relevance to Gateway Plaza, however the largest proposals including
following:

+ The major future growth corridor of Geelong is Armstrong Creek and a range
of retail facilities are proposed to service this planned population growth. The
largest centre will be the Armstrong Creek Major Activity Centre (MAC) which
is proposed to be a sub-regional centre anchored by a Big W discount

department store, as well as Coles and Woolworths supermarket.

+ Waurn Ponds Shopping Centre is also proposed to be expanded, with plans to
add 12,000 sq.m of retail floorspace including a Kmart discount department
store. This proposed expansion would increase the retail floorspace of the

centre to around 35,000 sg.m.

3.2 Retail floorspace supply and demand

This sub-section provides a supply and demand analysis of retail floorspace for
the trade area. The amount of retail floorspace that is/will be required, in all
centre types and all forms of retail outlets, to properly serve the Gateway Plaza
trade area population can be estimated at various dates, based on the expected

population and retail expenditure growth.

The estimated provision of retail floorspace throughout Australia is currently
2.1 sgq.m per person. Historically, this provision has increased steadily, typically
by 1.5%-2% per annum on average. Chart 3.1 below shows the trend in retail

floorspace per capita for Australia over the period from 1986 - 2011.
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Section 3: Competitive context & retail demand

Chart 3.1
Australia: Retail floorspace per capita trends, 198  6-2011

50.0 -

47.6

45.0 1 Floorspace (million sg.m)

40.0 A
35.0 A
30.0 ~

25.0 A

Units

) - 22.6
Population (million )

20.0 17.4

15.0 A

10.0 1
Floorspace per capita

5071 45 17 21

0.0

1986 1992 1996 2001 2006 2011
Year

Source : MacroPlan Dimasi

The steady increase in retail floorspace per capita has reflected both supply and
demand considerations. On the supply side, development trends within the retail
industry has seen the introduction of new store types on an ongoing basis, to
improve consumers amenity and shopping experience, but also to differentiate
stores from the competition. On the demand side, real incomes of Australian
residents have improved steadily over the years due to the generally increasing
economic well being of the population, which have translated into their growing

demands for an ever more diverse range of retail experiences.

Table 3.2 details the indicative demand and supply of retail floorspace that is
considered appropriate to meet the growing needs of the population of the

Gateway Plaza main trade area.
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Section 3: Competitive context & retail demand

Table 3.2

Gateway Plaza trade area - Estimated retail floorsp  ace supply and demand, 2011-2021

Year

2011 2014 2016 2021
Retail floorspace demand
Retail floorspace demand per capita (sq.m) 2.0 2.0 2.0 2.0
Gateway Plaza MTA population (no.) 67,980 71,460 73,900 80,350
Retail floorspace demand by MTA pop. (sg.m) 136,000 1 42,900 147,800 160,700
Visitors
Incremental visitor demand (%) 9.9% 9.9% 9.9% 9.9%
Retail floorspace demand by visitors (sg.m) 13,400 14,080 14,560 15,830
Total retail floorspace demand (sg.m) 149,400 156,980 162,360 176,530
Allowance for Geelong CBD
Allowance for Geelong CBD at 20% of total (sg.m) -29,880 -31,400 -32,470 -35,310
Retail floorspace demand within MTA (sg.m) 119,520 12 5,580 129,890 141,220
Retail floorspace supply
Existing retail facilities (sg.m) 75,000 75,000 76,600 116,012
Proposed facilities
* Portarlington - Brown St smkt 1,600
» Gateway Plaza expansion 26,412
« Jetty Road SC 6,000
» Ocean Grove North SC 7,000
Total retail floorspace supply (sg.m) 75,000 76,600 11 6,012 116,012
Gateway Plaza MTA under (-)/over (+) supply -44,520 - 48,980 -13,878 -25,208

Source: MacroPlan Dimasi

The analysis in Table 3.2 is described as follows:

+ First, as the retail spend per capita by the trade area population is slightly
lower than the Australian average, a benchmark level of retail floorspace per
capita of 2.0 sq.m per person is applied (as compared with the current
Australian average estimated at 2.1 sq.m per person). Although this average
provision may well increase over time, as has been the case in the past, we
have assumed this benchmark level remains constant to 2021, in order to

avoid potentially over-estimating future demand.
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e Adopting this approach, the current retail floorspace demand by trade area
residents is calculated at around 136,000 sg.m. This figure is expected to
increase considerably over the forecast period to over 160,000 sq.m by 2021,

reflecting the strong population growth in the trade area.

e The tourism market also contributes to the overall retail floorspace demand,
particularly the popular Bellarine Peninsula. The Economic Indicators Bulletin
2010/11, produced by the City of Greater Geelong, details that the peak
overnight population included some 67,000 visitors over the summer period in
2011. The ‘year round’ equivalent resident population is calculated at
6,700 people, or demand for 13,400 sq.m of additional retail floorspace, which
is nearly 10% of the floorspace demand by residents of the trade area. This is
considered a conservative view, as the Bellarine Peninsula also has substantial

visitation during other holiday periods such as Easter and on weekends.

e Obviously residents of the trade area direct a proportion of their retail
expenditure to facilities located beyond the trade area, particularly to the
Geelong CBD. The analysis allows for 20% of the total retail floorspace
demand to be provided by retail facilities located in the Geelong CBD. Overall,
the resultant retail floorspace demand in the Gateway Plaza main trade area is
calculated at 119,520 sq.m in 2011.

« The existing retail floorspace provision within the Gateway Plaza main trade
area is currently estimated at 75,000 sqg.m (as detailed in the previous sub-
section 3.1 of this report). Therefore, the analysis indicates that the current
shortfall of retail floorspace provision within the trade area is around
44,500 sq.m. Allowing for the anticipated retail developments over the next 5
years (including the proposed expansion of Gateway Plaza), a retail floorspace

shortfall of 13,878 sg.m is still anticipated within the trade area in 2016.

In summary, even allowing for the fact that trade area residents shop at retail
facilities located outside the trade area for higher-order shopping needs, there
would still be a shortfall of retail floorspace within the trade area following an
expansion of Gateway Plaza. This indicates that the spending market generated
by Gateway Plaza trade area population, together with the additional retail
expenditure generated by tourism market, can support the retail developments

proposed including the expansion to Gateway Plaza.
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Section 4:

This section of the report considers the sales potential for Gateway Plaza following

its expansion to a sub-regional shopping centre (total for Stages 1 & 2).

The sales performance of any particular retail facility, be it an individual store or a
collection of stores provided in a shopping centre, is determined by a combination

of the following factors:

+ The quality of the facility, with particular regard to the major trader/traders
which anchor the centre; the strength of the tenancy mix relative to the needs
of the catchment which it seeks to serve; the physical layout and ease of use;
the level of accessibility and ease of parking; and the atmosphere/ambience of

the centre.

» The size of the available catchment which the centre serves, which determines

the upper limit to the likely sales potential achievable by any centre or store.

+ The locations and strengths of competitive retail facilities and the degree to
which these alternative facilities are able to effectively serve the needs of the

population within the relevant trade area.

The estimation of sales potential for an expanded Gateway Plaza takes into

consideration all of these factors.

The first step in quantifying the likely level of sales that an expanded
Gateway Plaza can reasonably expect to achieve is to assess the sales potential
for the proposed major tenants, including the discount department stores and

supermarkets.
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4.1 Discount department store sales potential

The estimates of sales potential for the proposed discount department stores in
the total expanded Gateway Plaza (Stages 1 & 2) in 2015/16, in constant
2010/11 dollars and including GST, are as follows:

e Discount department store 1 (5,000 sq.m): $15 million; and

e Discount department store 2 (8,200 sq.m): $22.5 million.

The estimation of sales potential for the discount department stores firstly
considers the appropriate expenditure market, which in this case is the
combination of the apparel, household goods, leisure and general retail
categories. The typical proportion of this expenditure directed to discount
department stores is then assessed. Finally, the market shares of the spending
market directed to discount department stores are estimated for each sector of
the main trade area, while a proportion of business captured from beyond the

trade area is also allowed for.

The sales estimates for the discount department stores are based on the following

key points:

e There are currently no discount department stores located in the
Gateway Plaza trade area, other than the small Target Country store at Ocean
Grove. This is despite the population of the trade area estimated at nearly
68,000 in 2011, and projected to reach nearly 74,000 people by 2016.
Typically in regional locations in Australia, there is one discount department
store for every 30,000 - 35,000 residents. As an example, the City of Latrobe
contains a population of around 77,000 people and includes four discount
department stores (Kmart Moe, Big W and Target at Mid Valley Shopping
Centre in Morwell and Kmart Traralgon). Therefore, there is clearly demand for
two discount department stores within the Gateway Plaza trade area in the

short to medium term.
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There is also a below average provision of discount department store
floorspace in the broader Geelong region. The five existing discount
department stores provide only 150 sq.m of floorspace per 1,000 residents,
compared with around 200 sg.m of such floorspace provided per

1,000 residents nationally in regional locations.

+ Discount department stores generate the majority of their sales from the non-
food retail expenditure categories of apparel, household goods, leisure and
general retail. The retail expenditure capacity generated by the main trade
area population in these categories is projected to increase by $94 million, in

real terms, over the decade to 2021.

+ The subject site is located on a high profile site on the Bellarine Highway,
which is the main east-west traffic route in the region with high volumes of
passing traffic. Gateway Plaza is also easily accessible for local residents of
Leopold, and particularly for future residents of the Estuary residential estate

being developed in the south of Leopold.

+ Gateway Plaza is also ideally located to serve the Bellarine Peninsula, including
both residents and the many visitors/holidaymakers attracted to the peninsula
on weekends and over the holiday periods. The expanded Gateway Plaza would
be the closest and most convenient sub-regional centre to the Bellarine

Peninsula.

4.2 Supermarket sales potential

Gateway Plaza is proposed to be anchored by an expanded Coles supermarket of
4,200 sq.m, together with a second full scale supermarket of 4,200 sq.m. The
estimates of sales potential for the proposed supermarkets at an expanded
Gateway Plaza in 2015/16 (in constant 2010/11 dollars and including GST) are as

follows:
» Coles: $32.5 million; and

+ Second supermarket: $30 million.
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The estimation of sales potential for the supermarkets firstly considers the
appropriate expenditure market, which in this case is the take-home food and
packaged liquor (FLG) market. The typical proportion of this expenditure directed
to supermarkets is then assessed. Finally, the market shares of this retail
expenditure market are estimated for each sector of the main trade area, while a

proportion of business captured from beyond the trade area is also allowed for.
The sales for the supermarkets are based on the following key points:

e Supermarkets generate almost all of their sales from the take-home food,
grocery and packaged liquor (FLG) expenditure market, which is detailed in
Section 2 of this report. The available FLG spending generated by the main
trade area population is estimated at $381 million at 2010/11, and is expected

to increase to nearly $500 million by 2021.

« The available retail spending market of the primary sector population is
projected to increase solidly by 3.0% per annum from 2011 to 2021 (in real
terms). The primary sector population will provide the majority of the sales for
the proposed Gateway Plaza supermarkets. Furthermore, the proposed
residential developments in Leopold, and in the immediate surrounding area,
will provide the supermarkets at Gateway Plaza with strong growth

opportunities.

e In general, Australians direct around 70% - 80% of food and grocery spending
to supermarket and major foodstores (i.e. grocery stores greater than
500 sgq.m). This ratio does vary from location to location and is dependent
upon the provision of supermarkets and foodstores within the particular area or
region. The likely share directed to supermarkets is expected to be at the
higher end of this range for the Gateway Plaza trade area population as there
is a lower provision of fresh food options, such as major food markets, in the

region.

e There is currently only one major supermarket in the primary sector, i.e. the
existing Coles store at Gateway Plaza, while the population of the primary
sector is estimated at 11,800 people. Typically, around 7,000 to 8,000 people

are required to support a major supermarket, depending on specific
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circumstances. Two major supermarkets will be comfortably supportable at the
Gateway Plaza site over the next few years, given that the population of the
primary sector is forecast at more than 13,000 residents by 2016, and in
addition the supermarkets would also serve the secondary sectors and visitors

to the Bellarine Peninsula region, as previously outlined.

+ The supermarkets would also benefit from status of Gateway Plaza as a future
sub-regional centre, and the drawing power of the proposed discount
department stores, particularly as it would be the only sub-regional centre

located in the trade area.

+ The competitive context of region is also taken in account in assessing the
sales potential of the supermarkets at Gateway Plaza, and particularly the new

supermarkets proposed for Curlewis and Ocean Grove.

4.3 Total centre sales potential

Table 4.1 outlines the estimated total centre sales potential for the expanded
Gateway Plaza, taking into account the estimated sales potential for the major
tenants which are to anchor the future sub-regional centre. The three mini-majors
are expected to generate sales of $12.3 million in 2016, while the 8,684 sq.m of
retail specialty space is projected to achieve sales of $52.7 million. Total centre
sales potential is therefore estimated at $165 million in 2016 (in constant
2010/11 dollars).
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Section 4: Sales potential

Table 4.1

Gateway Plaza - Sales potential by retail category, 2015/16*

GLA Est. sales
Category (sg.m) ($'000) ($/sg.m)
Major tenants
DDS 13,200 37,487 2,840
Supermarket 8,400 62,502 7,441
Total majors 21,600 99,989 4,629
Mini-majors 1,326 12,319 9,291
Retail specialties
Food & liquor 596 4,709 7,901
Food catering 1,246 9,844 7,901
Apparel 3,889 20,301 5,220
Household 865 3,867 4,471
Leisure 500 3,483 6,966
General 499 4,207 8,432
Retail services 1,089 6,322 5,805
Total retail spec. 8,684 52,733 6,072
Total centre - retail 31,610 165,041 5,221

*Constant 2010/11 dollars & including GST
Source: MacroPlan Dimasi

The sales estimates for the expanded Gateway Plaza take into consideration the

following key points:

e The estimated sales potential of the anchor tenants is a key factor in
determining the overall sales potential of the proposed centre. The combination
of major tenants is one of the main reasons for the majority of visitations to a

shopping centre, and determines the ultimate sales potential of any centre.

e There is currently one mini-major at Gateway Plaza (Priceline Pharmacy). It is
assumed that the expansion of the centre will include two additional mini-
majors with combined floorspace of 900 sg.m. For the purposes of this
analysis, it is assumed that the mini-majors will include a surf-wear retailer
and a discount electronics outlet. In total, the three mini majors are expected
to achieve sales of $12.3 million at a trading level of around $9,300 per sq.m

on average.
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+ The estimated average trading level for the specialty shops reflects the likely
tenant mix of the proposed expanded Gateway Plaza. This analysis assumes a
typical sub-regional shopping centre mix of specialty shops, including the

following:

- Food & liquor - fresh food shops including a green grocer, a bakery, a

butcher, a chicken shop and a deli.

- Food catering - a food court including a mix of take-away food options, as

well as a number of cafes and restaurants.
- Apparel - a range of apparel outlets with a focus on womens apparel.
- Household - a mix of household retailers and giftware shops.

- Leisure - a newsagent, a small books store, a music store and a computer

gaming outlet.

- General - a discount variety store, florists, a toys shop and a number of

mobile phone outlets.
- Retail services - including optometrists, beauty salons and hairdressers.

The trading levels achieved by specialty shops at an expanded Gateway Plaza
are expected to range from up to $10,000 per sq.m for takeaway food outlets,
to around $5,000 per sq.m for some apparel and homeware retailers. The
average trading level across all specialty retailers at Gateway Plaza following

its expansion is projected at just over $6,000 per sq.m.
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4.4 Centre market shares

Table 4.2 presents the estimated market shares of available retail expenditure
considered achievable by the expanded Gateway Plaza in 2015/16. The estimated
market shares of total food and non-food retail spending are calculated based on

the following key points:

i. The total projected sales potential of each component of the expanded
centre (majors, mini-majors and specialty stores) is split into food and non-

food sales, taking account of the typical sales distribution for each retailer

type.

ii. The total sales that are expected to be generated by the centre from each
trade area sector are then estimated, taking into account the likely shopping

patterns of trade area residents.

iii. The total available retail expenditure within each trade area sector is

calculated, based on the MarketInfo estimates (refer Section 2).

iv. The estimated market shares expected to be achieved by the expanded
centre, of both food and non-food expenditure in each trade area sector, are
then calculated by dividing the estimated centre sales from each sector by

the projected retail expenditure available in each sector.

The expanded centre is forecast to achieve an estimated market share of total
retail spending of 43.7% from the primary sector population and an average of
9.8% across the three secondary sectors, resulting in a combined main trade area
market share of 16.0%. In addition, an expanded Gateway Plaza is estimated to
capture $17.9 million of retail spending from people residing beyond the main

trade area, primarily from tourists visiting the Bellarine Peninsula.
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Section 4: Sales potential

Table 4.2

Gateway Plaza - Estimated market shares, 2015/16*

Retail spend ($M)
Total

Trade area Food

Primary sector

Secondary sectors
 East

» South-east

* West

Total secondary

Main TA

Sales from beyond TA

Total centre sales

91

147
168

97
413

504

Non-food

78

118
148

72

337

415

169

265
316

169

750

919

Centre sales ($M)
Food Non-food Total

57.0

71.1

78.2

16.8

23.7
29.6

5.9
59.2

73.8

29.9
36.9

73.4

147.1

-
~
©

[N
o
o
o

Market share

Food Non-food Total
62.6% 21.6% 43.7%
42% 20.1% 11.3%
43% 20.0% 11.7%
0.7% 8.3% 3.9%
3.4% 17.5% 9.8%
14.1% 18.3%  16.0%

*Constant 2010/11 dollars & including GST

Source: Lascorp; Marketinfo; MacroPlan Dimasi
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Section 5:

This section outlines the potential economic benefits and impacts that can be

anticipated following the expansion of Gateway Plaza.

5.1 Economic and social benefits

The expansion of Gateway Plaza to sub-regional status is likely to result in a
range of economic impacts. From a trading point of view, some impacts are likely
to be experienced by some competitive facilities throughout and beyond the main
trade area, and the likely extent of these trading impacts is considered further
later in the report. On the other side of the equation, an expansion of the centre
will result in a significant range of economic benefits, particularly for residents of

the main trade area. The key positive impacts will include the following:

1. Establishing Leopold as a key retail destination

The development of a sub-regional shopping centre at Leopold will significantly
benefit the town, as well as the region overall. There is currently only a limited
provision of retail facilities in Leopold, which is a major town that acts as the
gateway to the Bellarine Peninsula. Currently residents of the Bellarine
Peninsula must travel to Geelong, which is up to 30 km away by road, to

access higher-order retail facilities.

2. Addressing the current lack of discount department stores in the area

Typically a full-scale discount department store is provided in Australia for
every 30,000 - 35,000 people in non-metropolitan locations. However, the
Gateway Plaza trade area currently has no such discount department stores for
a population estimated at 68,000 in 2011. Furthermore, this population is

growing and is forecast to reach nearly 74,000 residents by 2016.

The addition of two future discount department stores to the trade area at an
expanded Gateway Plaza will address this current underprovision. It will also

introduce two discount department store operators to the trade area, which will
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provide residents with shopping choice and a far greater range of non-food

products.

. Addressing the underprovision of supermarkets in the primary sector

In general, one full-scale supermarket can be supported in non-metropolitan
Australia for every 7,000 to 8,000 residents. The primary sector currently
includes only one supermarket (i.e. Coles at Gateway Plaza) and has a
projected population base of over 13,000 residents by 2016. In addition, the
supermarkets at Gateway Plaza would attract business from secondary sectors,

as well as serving visitors to the region.

. Catering to the increased population in the trade area

The trade area population is expected to increase by more than
12,000 residents over the next decade, reaching a population base of more
than 80,000 residents by 2021. This population growth will further add to the

demand for additional retail floorspace on the Bellarine Peninsula.

. Greater shopping choice, convenience and amenity

The expansion of Gateway Plaza will offer a greater provision and a wider
range of shopping alternatives for local residents, as well as for visitors to the
region. The proposed addition of two discount department stores and a second
supermarket will obviously add significantly to the centre’s offer, but
furthermore, the additional majors will also facilitate a much greater range of
specialty stores at the centre. This will significantly improve the range of retail

facilities in the area, provided in a very convenient location.

In addition, the expanded centre will provide a greatly increased level of

amenity for Bellarine Peninsula residents and visitors.

. Additional employment

The proposed expansion of Gateway Plaza will create a substantial number of
additional jobs in the region, both for the construction and related industries
during the construction phase, and for the economy generally once the centre
is completed. This additional employment, which will obviously improve the
self-containment of employment opportunities for peninsula residents, is

discussed further later in this report.
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5.2 Employment stimulus

Section 5: Economic impact considerations

Table 5.1 presents an estimate of the likely additional employment that would be

generated by the retail component of the proposed expanded Gateway Plaza.

Based on the amount and nature of floorspace to be incorporated in the proposed

development, we estimate that 999 ongoing jobs will be created by the expansion

of Gateway Plaza.

It may be argued that some job losses will occur at other centres as a result of

the expansion of Gateway Plaza. In estimating the net employment opportunities,

we have allowed for 5% of the additional employment that is likely to be created

at Gateway Plaza to be absorbed in job losses at other centres, resulting in a

projected net employment increase of 949 jobs.

Table 5.1

Gateway Plaza - estimated future additional employm  ent levels

Type of use

Discount department stores
Supermarkets

Mini-majors

Specialty shops

Total centre *

Net increase 2

Estimated
employment
per '000 sg.m

20
50
25
60

Gateway Plaza

Additional GLA Employment
(sq.m) (persons)
13,200 264

5,200 260
900 23
7,548 453
26,848 999
949

1. Excludes non-retail components

2. Net increase includes an allowance for reduced employment levels at impacted centres, estimated at 5% of the total increase

Source: Lascorp; MacroPlan Dimasi

The expansion of Gateway Plaza will also create a substantial number of

additional jobs, both for the construction and related industries during the

construction phase, and for the economy generally once the centre is completed.
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Section 5: Economic impact considerations

Table 5.2 provides an estimation of both direct and indirect employment that
would arise from the expansion of Gateway Plaza. Based on the estimated
construction costs of the project of around $70 million, we consider that during
the construction period of the project some 300 direct jobs will be created, with a
further 480 jobs resulting from supplier induced multiplier effects during this

period (based on the appropriate ABS input/output multipliers).

In addition, the estimated 949 new retail jobs in Gateway Plaza will result in a
further 380 jobs created indirectly in the broader community, again based on

ABS input/output multipliers. Jobs created include both full-time and part-time

positions.
Table 5.2
Gateway Plaza - estimated future additional employme  nt levels*
Estimated Supplier

Original stimulus capital Direct employment Total

costs employment multiplier

($M) effects
Construction of project 70 300 480 780 Job yearsl
Centre employment? 949 380 1,329
Total 1,249 860 2,109

* Employment totals include both full-time and part-time work

1. Indicates the estimated number of jobs over the life of the construction project, for the equivalent of one year
2. Indicates the estimated number of net additional ongoing jobs as a result of the proposed development
Source: MacroPlan Dimasi
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5.3 Consideration of trading impacts

A number of factors need to be taken into account in determining the likely broad
trading impacts and subsequent consequences arising from the proposed
expansion of Gateway Plaza, on other retail facilities both within and beyond the
trade area. The following analysis presents an indicative projection of the
anticipated impacts on other shopping centres in the region. Such projections can
be considered indicative only for the simple reason that it is very difficult to
predict with certainty the precise impact on any one retailer or any other centre

that will result from the change of retail structure serving a particular region.

The impacted centre or retailer has a number of possible actions which it may be
able to take that may mitigate the extent of the impact or may eliminate it all
together. Expansions and improvements may be undertaken at other centres
throughout the region, and all of those factors can change the nature of the

impact of the new centre being developed.

It is much more reasonable for the purposes of impact analysis, therefore, to
consider the likely broad changes in competitive circumstances, and in particular
the changes in availability of retail spending for competitive centres, that can
reasonably be expected to result from an expansion of Gateway Plaza to a sub-

regional centre.

These broad changes effectively set the market conditions within which the
competitive centres will operate as a result of this development, and reasonable
conclusions can then be drawn about the possible impacts of these broad changes

in market conditions.

Retailers within the main trade area

Table 5.3 details the broad trading impacts on trade area retailers that can be
anticipated following the total proposed expansion of Gateway Plaza
(Stages 1 & 2). In particular, the table outlines the growth in retail expenditure
generated by the main trade area population, the estimated sales for Gateway
Plaza, as well as estimated sales for other retailers located in the main trade area,
with and without the proposed expansion. All figures are expressed in constant
2010/11 dollars and include GST.
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Section 5: Economic impact considerations

Table 5.3

Gateway Plaza - trading impact assessment, 2011-201  6*

2010/11 2015/16 Change (2011-16)
M M $M %

Part 1 : Estimated retail spending market (with Gat  eway Plaza development)

Total available expenditure to TA retailers 812.7 919.0 106.3 13.1%
Less net escape expenditure 2334 193.8 -39.5 -16.9%
Est. retail sales to TA retailers 579.4 725.2 145.9 25.2%

Part 2 : Calculation of MTA retail sales (with Gate  way Plaza development)

Gateway Plaza 46.0 165.0 119.0 258%
Other Leopold retailers 13.7 14.4 0.8 5.5%
Other trade area retailers 519.7 545.8 26.1 5.0%
Est. retail sales to TA retailers 579.4 725.2 145.9 25.2%

Part 3 : Calculation of MTA retail sales (without G ateway Plaza development)

Gateway Plaza 46.0 52.1 6.0 13.1%
Other Leopold retailers 13.7 15.8 21 15.5%
Other trade area retailers 519.7 589.9 70.3 13.5%
Est. retail sales to TA retailers 579.4 657.8 78.4 13.5%

Part 4 : Est. sales impact from Gateway Plaza devel opment, 2015/16

Other Leopold retailers -1.4 -8.7%
Other trade area retailers -44.2 -7.5%
Total -45.5 -7.5%

*Constant 2010/11 dollars & including GST
Source: MacroPlan Dimasi

-

Part 1 of the table summarises the forecast growth in the available retail spending
market of the main trade area population, showing an increase from $813 million
in 2010/11 to $919 million at 2015/16. In 2010/11, trade area retailers are
estimated to have achieved sales of $579 million, with the remaining retail
expenditure of trade area residents being directed to retail facilities located
beyond the trade area. The net escape expenditure (actual escape expenditure

less captured expenditure from visitors) is estimated at $233 million in 2010/11.
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Part 2 presents the estimated sales of trade area retailers at 2010/11 and at
2015/16 assuming Gateway Plaza is expanded. In 2010/11, Gateway Plaza is
estimated to be achieving sales of $46 million, while other Leopold retailers (i.e.
on Dorothy Street and Ash Road) generate an estimated $13.7 million of retail
sales. Other retailers in the remainder of the trade area are estimated to be
achieving sales of $520 million (based on the provision of floorspace and

estimated trading levels for the major traders and specialty shops).

In 2015/16, projected sales for an expanded Gateway Plaza are $165 million,
while sales for other Leopold retailers and the remaining retailers in trade area

are estimated at $14.4 million and $545.8 million respectively.

Part 3 of the table calculates the likely sales potential for retailers within the main
trade area assuming Gateway Plaza is not expanded. Under this scenario, total

sales for trade area retailers are estimated at $658 million in 2015/16.

Part 4 finally details the estimated average trading impact on retailers in the main
trade area arising from the proposed expansion of Gateway Plaza. It is estimated
that existing retail facilities in Leopold would be impacted by around $1.4 million
or 8.7% in 2015/16, while other trade area retailers are estimated to be impacted
by $44.2 million or 7.5%.

The following observations and conclusions can be drawn from the above

analysis:

« The total available retail market is forecast to increase in real terms by
$106 million over the 4 year period, which is an increase of 13.0% over the

estimated retail market available in 2010/11.

* Net escape retail spending is expected to be reduced by $39.5 million following
the expansion of Gateway Plaza. Net escape spending would still be substantial
reflecting the general under provision of retail floorspace within the trade area,
with local residents still expected to direct a significant proportion of retail
expenditure to other facilities in the broader Geelong region, and particularly to
the CBD.
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« The other existing retail facilities in Leopold serve localised catchments, while
Gateway Plaza will draw its business from throughout a much broader region.
In our view, while these retailers may experience an initial trading impact of

8.7%, they will continue to effectively serve their respective local catchments.

e Other trade area retailers mostly consist most of supermarkets and strip
centres in the towns of the Bellarine Peninsula and at Newcomb. These
facilities will continue to serve their local communities and are estimated to be
impacted by 7.5% should Gateway Plaza be expanded. Given the strong
population forecast for the region, and particularly for the Bellarine Peninsula,
sales potential for these retailers is still expected to grow on average by 5.0%

over the next five years even if Gateway Plaza is expanded.
Retailers beyond the main trade area

The expansion of Gateway Plaza to a sub-regional centre may also have some
impact on retailers located beyond the trade area, namely in Geelong. Table 5.4

details these broad trading impacts.
The following key points can be draw from the analysis in Table 5.4:

« Retailers in the Geelong CBD are estimated to be achieving sales of just over
$572 million in 2010/11, with Belmont Shopping Village and Waurn Ponds
Shopping Centre recording estimated sales of slightly over $101 million and
$194 million respectively. These figures are estimated based on a range of

sources including Big Guns 2012 by Shopping Centre News.

» Following the expansion of Gateway Plaza in 2015/16, the average trading
impact on retailers in the Geelong CBD is assessed at 6.9% or around
$44 million. The impacts on Belmont Shopping Village and Waurn Ponds
Shopping Centre are considered to be lower, estimated at 5% and 1%
respectively. This analysis assumes Waurn Ponds Shopping Centre is expanded

by this time.

« The assessed impacts are considered to be reasonable and would not have any
major implications to any of the above centres. In particular, the Geelong CBD
is still assessed to grow by 5.3% over the 5 year period to 2015/16, even

allowing for expansion of Gateway Plaza.
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Section 5: Economic impact considerations

Gateway Plaza - trading impact assessment - retailers

Table 5.4
beyond trade area, 2011-2016*

Major retailers beyond TA (with Gateway Plaza develop

Geelong CBD

» Westfield Geelong
« Market Square SC
 Balance

Total Geelong CBD

Belmont Shopping Village
Waurn Ponds SC**

Total

Major retailers beyond TA (without Gateway Plaza deve

Geelong CBD

« Westfield Geelong

* Market Square SC

* Balance

Total Geelong CBD
Belmont Shopping Village
Waurn Ponds SC**

Total

Est. sales impact from Gateway Plaza development, 20

Geelong CBD

» Westfield Geelong

« Market Square SC

* Balance

Total Geelong CBD
Belmont Shopping Village
Waurn Ponds SC**

Total

2010/11 2015/16 Change (2011-16)
$M $M $M %
ment)
276.6 287.8 11.2 4.0%
94.0 99.4 54 5.7%
201.0 214.8 13.8 6.9%
571.6 601.9 30.3 5.3%
101.0 102.2 1.2 1.2%
1942 282.8 88.6 45.6%
866.8 987.0 120.2 13.9%
lopment)
276.6 312.8 36.2 13.1%
94.0 106.3 12.3 13.1%
201.0 2273 26.3 13.1%
571.6 646.4 74.8 13.1%
101.0 107.6 6.6 6.5%
194.2 285.7 91.5 47.1%
866.8 1,039.6 172.9 19.9%
15/16
-25.0 -8.0%
-6.9 -6.5%
-44.4 -6.9%
5.4 -5.0%
2.9 -1.0%
-52.7 -5.1%

*Constant 2010/11 dollars & including GST
**Assumes Waurn Ponds SC is expanded by 2015/16
Source: MacroPlan Dimasi
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Summary

The above analysis demonstrates that the levels of impacts on existing retailers in
the region from the total proposed expansion of Gateway Plaza would not have
any major implications on their future viability. The analysis assumes the total
development (Stages 1 & 2) is completed by 2015/16.

The development is now proposed to be staged, with Stage 1 planned to include
one discount department store, as well as additional supermarket, mini-major,
retail specialty and non-retail floorspace. Stage 2 is likely to be developed at a
later date (i.e. beyond 2015/16) and include a second discount department store

as well as some additional retail and showroom floorspace.

The proposed delay of Stage 2 will result in the impacts being lower than the
figures estimated above in Tables 5.3 and 5.4, and particularly the potential
impacts on the Geelong CBD would be lower given Stage 1 is proposed to include
only one discount department store. Therefore, the potential impacts of Stage 1
of the proposed expansion of Gateway Plaza will clearly be within the normal and

acceptable outcomes of improved competition.

In summary, the expansion of Gateway Plaza will greatly benefit the local
community by significantly increasing shopping choice, and in particular providing
higher-order shopping facilities for residents of Leopold, Newcomb and the
Bellarine Peninsula, as well as visitors to the region. It will provide business
opportunities for local residents, while also encouraging employment opportunities
within the region. The impact on other retailers in the region is considered within
reasonable bounds of normal competition and is not considered to threaten the

viability of existing retailers
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