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1. INTRODUCTION

Property Economics has been commissioned by Fletcher to assess the economic costs and
benefits associated with the development of a large scale residential project in the retired
Three Kings Quarry, located in the Three Kings / Mt Eden area of Auckland, to the local
Auckland economy. The proposed development includes between 1,200 and 1,500
residential dwellings and up to 1,000sgm Gross Floor Area (“GFA”) of retail floorspace.
For this assessment we have assumed development to the lower end of the scope at 1,200
dwellings. This conservative approach would indicate that the economic benefits outlined
(and in particular the net differences) are significantly understated. The fact that capacity
currently exists in the infrastructure network curtails the potential costs of the proposal
while associated economic benefits increase at a greater rate as density increases.

There are two options advanced for development including both 15H-1 and 15H-2. Option
15H-1 includes the development of the full 21.6ha of land while 15H-2 includes the
development of only the existing quarry land at 15.2ha. For the purposes of this economic
assessment the economic value of providing more significant public open space has not
been assessed and therefore there is minimal material difference between the two options.
This does not in any way imply that the provision of this public space does not have
significant social and economic value.

This economic impact assessment includes both the initial economic injections during the
construction phase through to the on-going annual benefits to the local economy of
establishing the aforementioned residential and commercial activity proposed within the
subject quarry. This assessment also includes the potential costs associated with the
proposal including the opportunity costs of the identified location and activity.
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1.1. INFORMATION SOURCES

Information has been obtained from a variety of sources and publications available to
Property Economics, including:

Employment Data - Statistics NZ Business Frame

Proposed Development Composition — Fletcher Residential Ltd

Input / Output Tables — Statistics NZ

District Multipliers - Property Economics

Development Expenditure — Fletcher Residential Ltd

Infrastructure Assessment — Harrison Grierson, May 2014

= =4 A =4 -4 -a -

Transportation Assessment — TDG, May 2014

1.2. APPROACH AND METHODO LOGY

The following report assesses the economic costs and benefits associated with the proposed
Three Kings Renewal. The report outlines both the proposed development as well as a
counterfactual position that is considered to be the ‘next best alternative’, or opportunity
cost, of the proposal. Based on these two potential outcomes a ‘net’ position is established
indicating whether the proposal potentially results in a net community economic gain or
loss.

In terms of the identification of economic costs and benefits these are firstly outlined and
where possible quantified either directly or in the form of a proxy (a market indication
resulting from a perceived cost or benefit). As previously stated, the assessment contained
within this report has been undertaken at a conservative level based on 1,200 dwellings.
The assessment itself is in line with standard economic cost / benefit assessments.
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2. EXECUTIVE SUMMARY

The purpose of this report is to assess the potential economic costs and benefits associated
primarily with the proposed Three Kings Renewal project. In relation to this, the net
economic benefits attributable to the Auckland regional and local community have been
assessed against the alternative of accommodating this residential growth in an urban fringe
location. The identification, and where feasible the quantification, of these net economic
benefits represent an improved economic well-being position for the community as a whole.

The approach of this report was to consider all the potential economic costs and benefits of
the proposal and to discuss their relevance as they pertained to the development itself. In
following this approach it was soon clear that the traditional economic costs associated with
intensified residential development, such as congestion and increased infrastructure costs,
were not present to any significant degree for the Three Kings Renewal. It was of interest
that the proposal is in fact likely to result in a significantly improved local environment from
both infrastructure and amenity stand points.

The potential economic costs and benefits are outlined in Table 1 within the report, with
potential impacts on amenity and infrastructure as the primary focus. However the reports
of both Harrison Grierson and TDG have clearly illustrated the capacity that exists within the
local network for transportation as well as utilities.

As set out in this report, there will be a ‘net positive’ impact upon amenity within the local
area, including improved facilities as well as the introduction of high quality residential
dwellings.

Overall the quantified net economic benefits are likely to be:

Net initial Regional economic injection of $217m

Net Regional employment generation (construction) of 156 Employee Count (ECs)
Additional ‘on-going’ localised (Three Kings catchment) impact $21.5m per annum
Additional ‘on-going’ localised employment generation 435ECs

Reduced land use 65ha (minimal productivity value $380,000 per annum)
Additional wealth creation as a proxy for amenity / efficiency gains $64m

Reduced total infrastructure capital costs (up to 35% lower)

= =4 =4 a4 -4 -4 -a -2

Reduced total infrastructure maintenance costs (up to 9%)

With qualified economic benefits including but not limited to:
T Reduced travel time

Reduced travel costs
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Greater travel options
Improved safety

Greater housing diversity and affordability

= =4 =4 =2

Improved labour productivity through increased densities and agglomeration effects

Overall, from an economic viewpoint, the proposed Three Kings Renewal will undoubtedly
improve the economic position of both the local economy and the Auckland community as a
whole.
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3. GENERAL ECONOMIC COS TS AND BENEFITS

The ensuing costs and benefits are not intended to be an exhaustive list of all impacts of
both the proposed development and the counterfactual position but a primary list of those
considered most appropriate to assess. In terms of the two positions the costs and benefits
have not been reconciled given the fact that in most cases a cost for one position represents
either a proportional cost to the other or a relative benefit.

The proposal provides for the development of between 1,200 and 1,500 dwellings. For the
assessment of the economic benefits and impact we have taken the conservative approach
of using the lower range of 1,200 dwellings. However, in terms of issues of congestion we
have evaluated this proposal in terms of the upper range of 1,500.

Given the proposal calls for the development of 1,200 dwellings the counterfactual position
would be the activity that would otherwise be permitted on this site. The current activity
and zoning is for quarry use. While this is technically the alternative use based on the
permitted activity, it does not make sense to assess the economic value of residential
development against this activity as there is no quarrying potential left at this site.

For the purposes of this report it is considered appropriate to consider the alternative
potential for the accommodation of 1,200 dwellings. Given the limited opportunity for sites
suitable to accommodate 1,200 new dwellings the reasonable alternative location is a site
on the urban fringe.

Table 1 summaries the potential economic costs and benefits for each position relative to
each other.

There are essentially four primary issues that relate to the net economic benefit of the
proposed Three Kings Renewal development enabled by the private plan change:

1. Amenity: Given the proposed development provides view shafts and accessibility
that would not otherwise exist, the visual amenity levels are considered high. The
critical mass created through over 1,200 additional households also has the
potential to increase local amenity through increased retail viability, employment
and agglomeration benefits. As well as this, the provision of the higher density
development has the potential to maintain rural amenity levels.

2. Congestion: A key consideration in the net economic value associated with the
proposed development is its fiscal impact upon existing infrastructure and
community assets, including but not limited to; roading, water, schools, libraries,
communication infrastructure etc. A potential economic cost associated with
increased residential density is the overutilization of this infrastructure within a
given location. This utilisation potentially leads to two outcomes: the congestion of
infrastructure e.g. traffic jams, or usage restrictions that in turn create economic
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costs. If the capacity of the existing infrastructure is exceeded, this capacity will
require expansion, creating additional costs and potentially increasing the marginal
cost per dwelling.

The reports of both TDG (transportation) and Harrison Grierson (infrastructure)
indicate that there are likely to be no associated community costs with regard to the
utilisation and provision of infrastructure in this location.

TDG found that:

1 The design disperses trips across the network
9 There will be no additional congestion or significant changes in journey times
along arterials.

1 The location was part of the public transport ‘Frequent Network'.

Harrison Grierson found that:

9 There was sufficient capacity in gas, electricity, communications and potable
water. Stormwater can be appropriately managed on site. There is a
requirement to pump wastewater from the lower level of the development.

The relative costs of infrastructure between the two options identified are pertinent
due to the fact the current location does not represent additional community costs.
This is because capacity in existing infrastructure not only exists but results in lower
marginal costs per dwelling. Given this fact the net economic benefit associated
with infrastructure is the simply difference between the infrastructure costs for this
proposed development relative to a similar quantum of residential development on
the urban fringe.

Without assessing a specific urban fringe site and the potential for 1,500 average
homes (which would at this stage be inappropriate) it is difficult to quantify the
infrastructure costs differential. However it is possible to give an indication of the
level of difference between the two options.

Recent studies have shown that the public capital costs for streets and utilities were
50% greater for urban fringe locations than for high-density planned development
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