Expected rentals
required by property
owners based on the
build costs, land
values, developer
margin and investor

yield i

We note from the survey results that only 25% of tenants would
retugm to an existing building and hence there is a risk that
sorﬁ’%these buildings will not be fully tenanted

A monte
level of ren
described abo

[o simulation technigue was used to predict the
t would be required for each of the buildings

The following as
simulation:

tions were included as inputs to the

P

> Investment yield b&feen 7.75% - 8.25% based on an
expectation that the y;@mu trend to the lower end of

this range while there afefdeyelopers willing to develop
buildings that will deliver thi ing yield

>  Developers margin of between (%/10%

Land value was assumed at $2,000 sqn@ ed on gualitative
feedback from landowners as to the percefveg.value of their
land, in @ market which is not yet clearly estab d. This value
was discounted based upon expectation that Valu%uld likely
fall between 10% - 60%, delivering a value of be -$800
sqm - $1800 sgm with a likely output of $1,000 sgm f‘é

>
Based on the monte carlo simulation the following comm@@}r

office property types will require the following net re
charges:

i sqrﬁ flod'r"p.l-ate' o S
Sstrey 500 570
5 storey 1,000 460
10 storey 500* 490
10 stbrey 1,000* 405
15 storey 500* 460
15 st.bréy 1,000* 400

(*) - Denotes buildings that would not meet the height restrictions of the CCP

S

The 10 and 15 storey buildings generally do provide a lower
rental value but the benefits are marginal in terms of their
ability to reduce rents

A five storey building with a 500 -sgm floorplate is also
uneconomic due to the relatively higher costs

The building that is most likely to be viable, both in terms of
meeting tenant’s demands and complying with the CCP, is the 5
storey building with the 1,000 sgm floorplate

A supply-side analysis suggests a rental charge of $460 per
sgm which is consistent with the net rental levels in the
-Auckland CBD

The rental charges required could be reduced if a property
owner was able and willing to accept no development margin
and the lower end of the investment yields and a relatively low
land value

There were a very limited number of property developers active
in the Christchurch commercial office market pre February
2011, with most of these only involved in suburban locations.
Post earthquake incumbent landowners, who were previously

'/r-»ﬁ;tablished property investors, have inherited the role of
“’;‘yluctant developers. This ownership group have advised

T h survey and interview feedback that they are prepared
fo te property developments in order to replace their
invest‘r@income for a yield return only, with no development
margin. %entfonal developers require a development
margin. y@

Any new capita he Christchurch CBD will require a healthy
development margéx:- to reflect not only normal property
development profit ‘e, risk, but also the added risk of
earthquake related market uncertainty. Traditional aspirational
property development margins have been in the 15% to 20%
range. Given the uncertainty in the Christchurch market, an
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Viability of rents for
commercial office
space

Using a single point analysis with forecast yield at 8.25%,
regdded land value at ‘$800 sgm and allowing for no
dev@@yent margin; a 5 level, 1,000 sgm development will
require@yental of $440 sgm

Using the¥gpme single point analysis with forecast yield at
7.75%, requi%nd value at $1,800 sgm and allowing for a
10% developm argin a 5 level, 1,000 sqm development will
require a net rentat8£.$500 sqm

There is a variance be’éféen the values determined in the single
point analysis and the r@n carlo results. This variance is
related to the variation in eration of the two models, the
single point analysis versust%acmal distribution of variables
and outputs in the monte carlo

additional risk margin of at least 10% would be required in
order to attract outside capital. Analysis completed on
hypothetical office building developments indicates it will
difficult, if not, impossible to achieve the required development
margin to attract outside capital.

&,

W
The .analysis of the rental costs tha ape acceptable to both
property owners and tenants are prese in the respective
supply-side and demand-side sections of this @prt

The analysis show that for a 1,000 sgm floorpfe
rental charge required to make the property vi
perspective of the property owner is approximatel
sgm

At $450 to $499 per sgm _the extrapolated demamﬁ@r
commercial office space would be approximately 68,000 sg
and this drops to 46,000 sgm at $500 or more per sgm

. While there is significant demand for commercial office spacein

the Central City Area, based on our findings a limited portion of
this demand is economically viable when rent levels required by
property owners are considered

However, we note that commercial office space is currently
being offered in the Central City Area at rentals of between
$400 and $450 per sgm. There are a variety of reasons as to
why these rentals are below our benchmarks, such as
concessions being made by the developer on margins and land
prices which are unlikely to be sustainable in the long term

2o .‘ bl either-
The viability of all the buildings is demonstrated graphically in >./§n order to make the Central City Area more viable either:

the next section

Q@The guantum of demand has to be increased at the price
opints that make the rebuild viable for property owners, by
I ifying opportunities for tenants to accept higher rents
thany@at they are currently willing to pay; and/or

¢
> The su%side price points need to be reduced to levels
that a high¢Dpumber of tenants are willing to pay

Demand can be inﬂ@};ged either by government incentivisation
or through educatio workplace efficiency. Both of these
points are discussed below :

Supply side price points can be reduced either by reducing the
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Analysis of rental
efficiency

cost of the new building (through reduction in consenting costs
or a form of government incentivisation) or removing the
restrictions on building height (though this only has a marginal
impact on cost)

%
Analysis wédlandertaken on a subset of professional service
firms and the<ifRe who have workstation environments. It is

noted from data c@ected in the tenant survey that this group
showed a weigh&f verage of 19.5 sgm / employee
workstation which is s@ricantly above the 14.6 sgm national
average from the Collier @bl’ lace Report

The higher national workpla ficiencies are primarily driven
by higher rentals in Wellington a@&uckland

Assuming that Christchurch tenarﬁ?f ere willing and able to

adopt a space allocation per employe{}aser to the national
averages then rental efficiencies can be @e

If these efficiencies can be achieved the extrgpdlated demand
for buildings with a rental of $450 per sqm (© ater) could
increase from 68,000 sgm to approximately 105° sgm, as
theoretically tenants would be able to pay 25% more ental
costs per sgm for 20% less space without any sig'é' ant
financial impact. If this office space takes the form of 5 s :
1000 sgm floorplate buildings, this equates to approximaw{v‘

21 new office buildings before considering the normal level of<<t\

vacancy that can be expected with any commercial property.

There is a possibility that tenants may be able to afford higher
rents than they are currently anticipating by improving
workplace efficiency

Whilst our evidence shows that these efficiencies have been
achieved in other cities in New Zealand, where there are limited
suburban alternatives, there is little evidence to suggest that
Christchurch businesses are willing to sacrifice space to return
to the Central City

However, we recommend that workplace efficiency discussions

. are used as an enabler to encourage large tenants to return to

the Central City Area

Given the existing commercial stock of 88,000 sgm then if
Christchurch could improve rental efficiencies to improve
demand then potentially approximately 200,000 sgm’ of
commercial office space would be economically viable

4
®@O
S
By
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> The demand curve adjusted for rental efficiencies is presented in
the fe{lgwing graph: '
Commercia ce space - demand curve with secondary curve

showing dem ith 20% efficiency
8
300 - s@o 10 1,000sgm
% floorplate 5L1,000sqm
floorplate
250 15L1,000sgm
213 208 ‘j¢ floorplate 15L.500s4m
197% - floorplate
4 S B 168 5L500sgm
= 149 floorplate
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(o’

Demand m2 - Survey Data

Demand m2 - With 20% efficiency

%

Government > We have developed a scenario as an example to illustrate how

incentivisation tax relief on the income of property developers can be used to
reduce the cost of a new building

>  Our model shows that tax relief amounting to 60% of tax due

over 10 years could have the impact of reducing the net rents

required from property owners to between $340 and $360 per
sgm

A
AN
Government incentivisation could be used to influence the demand
d supply of commercial property to make the Central City viable.
Mggollowing forms of incentivisation should be considered:

> @) lief on income (e.g. revenue quarantining or changes to
tax%reciation of buildings)

> Local relief (e.g. development levies,

car parking
subsidies @égxtes holidays)

ML
ke
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dology
e

Methodology 6%7’

The overall objective of the Study was to identifyﬁ projected demand for
commercial property (office, retail, hotel and hosp’réfi . how this projected
demand compares wit}g potential supply, and the attr%ness of commercial
property to investors and developers. @
7

Appendix A Me

Our methodology is presented in three sections:

&
> Demand side methodologies a’x@/‘
B Supply side methodologies ./?5
AN
> Viability methodologies %
Demand side methodologies ’9(“3@

Objectives

The over-riding objective of our demand side research was to assess the likely
demand for new buildings in the Central City Area.

It was recognised that, while employers and therefore tenants will drive the
decision as to whether businesses will return to the Central City Area, their
employees and customers/clients were equally as important (to ensure these
businesses would be viable). Hence, the attitudes of both tenants and
consumers were considered.

This information was gathered through two surveys.

Consumer survey

The consumer survey was conducted online and targeted (2,500 as a
minimum) at consumers who prior to the Earthquake:

> Worked in the Central City Area; and/or

Commercial-in-Confidence

> Regularly visited the Central City Area for work purposes: and/or

> Shopped or conducted other business in the Central City Areaon a regular
basis; and/or

> Visited the Central City Area for sport or recreational purposes

Tenants' survey

The tenants' survey covered four types of business use; office, retail,
hospitality and hotels. -

The office space survey was distributed to the 700 tenants (known to Colliers)
that occupied the Central City Area prior to the Earthquake. The retail,
hospitality and tenants survey was distributed through appropriate industry
groups known to the survey team. :

%survey contains a number of questions including:

> ‘{}Low much space (sqm) would be required by tenants intending to return
to@ Central City Area

e
>  The o#es workspace density pre-Earthquake and how this could change
post-Ea%ake
> What rents @enants be willing to pay
> Where tenants wa@ 0

i

Responses to these questio%«ere analysed and matched to the responses
received by the potential supp‘@ of property in the CCP to determine if there
are any major mismatches of exp @fj‘jon.

Given that a 100% response rate to tFe tenants’ survey was not received

extrapolation techniques were performed to determine the guantum of
demand for lettable space.
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Supply side methodologies
Objectives

}
The over-riding objective of the su ide research was to assess the likely
supply for new buildings in the CentrakfGiy Area and at what cost.

&
We note that the recovery of the Central Ci@r@}ea will be demand driven and
therefore our work focuses on developers' a %estors' willingness (and
ability) to meet this demand. o

Our work was of twoq{’hcypes. %

&

Firstly, a largely qualﬁ:ative survey targeted developers ar@@perty owners to
understand their attitude to developing in the Central City Ar’f@ 0

Secondly, we prepared costings for a series of commercial proper&’g{?ui[dings
that would be marketable and be seismically strengthened to meet THe
anticipated demand requirements. Oﬁ

We have prepared costings for buildings which are both compliant with the @

heights restrictions of the CCP as well as those that are not compliant for @,?_,
s

comparison purposes.

Developer / property owner survey

The developer and property owner survey targeted existing property owners
with property in the Central City Area.

The developer / property owner survey was performed on-line and targeted
existing property owners. The survey was distributed to all property owners
listed in a CERA supplied database.

We also interviewed property owners and developers that historically engaged
in Central City development.

The focus of the surveys was to gauge expectations of developer profit
margins and property owner yields as well as their desire to re-engage in
building activity.

The survey looked at a range of qualitative criteria such as the perceptions of
property owners of the rebuild that could be cross-checked with the
perceptions of tenants, as determined by their survey response.

Commercial-in-Confidence ¢

Building costs

To understand the impact on building costs in Christchurch following the
extensive pericd of seismic activity, cost analysis were commissioned for a
range of structures that incorporated 500 sgm and 1,000 sqm footprints, with
a specific focus on sub ground structures.

The cost analysis made allowances for current expectations on developer
financial requirements and property owner yield.

The data was supplied, by building type, on a per square metre basis so that it
could be compared with the demand data as part of our work on viability.

Our work examined the sensitivities of the model to key inputs such as labour
and material costs.

Further detail of the scope of the analysis is included within our findings
contained in Appendix J.

Viability testing

Our methodology included the following steps:

commercial office demolitions and the commercial office stock that will
remain

@4{‘5 Considering the likely commercial space requirements, in light of the

> A%;ing the data in respect of investor yields, developer margins and
lan @es to provide an estimate of the rental charge required per sgm
)

>  Consideri e likely quantum (sgm) of demand of commercial office
space at the' @fge points implied by the supply-side analysis on building
costs, anticipa @ields and developers margins

> Based on this analysii@aking an assessment as to whether the Central
City Area is viable for p rty developers and investors

> Identifying scenarios where t@/gaps between demand and supply can be
narrcwed J"
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Appendix B Proéite of Chrlstchurch Central City commercial property market
prior %the Earthquake

@f
Commercial office profile @ the 21 year period from 1989 to 2010 net rent levels only increased to $270
per sgm.
Background % e o '
(Y Development of large Central City office buildings pre-Earthquake was only
In this section we provide a brief overview of the Christch ffice market

marginally feasible, due to the inability to attract tenants that would pay the

which existed prior to the Earthquake on 22 February 2011: %‘, rents required to make new bu”dfngs viable.

The objective of this section is to provide analysis of the market %ics of

- Rental levels
the Central City commercial property market to give context to our S.

pre-Earthquake rent levels in the new generation A+ grade buildings were in

The last major construction boom in the Christchurch Central City office@f‘ the range from $315 to $400 per square metre, excluding the effect of

market occurred in the mid to late 1980's when three A grade office towers @ incentives.

were completed and a large number of B grade office buildings were )

developed. _ ’?{‘f@ .Pre-Earthguake net office rents were as follows:
7

The end of this construction boom coincided with a recession in the early é Grade $ per sqm

1990's and resulted in significant vacancies. Overall, vacancies, first measured (/

315-5400
in 1993, were 30% and in the three A grade buildings vacancies were at 45.6%. QA+ A 153

@‘ $270-$300

B W%zzo $240

From 1990 through to 2007 the only additional significant office building
constructed was the Chas Luney Centre at 250 Oxford Terrace. During this

period vacancies slowly reduced, assisted by the conversion of a number of c @O $200

large office buildings into hotels. i Source: Colliers V@

Three new generation A+ grade buildings were the most recent additions to Suburban office rents¥ljgwing the Earthquake for modern low-rise buildings
the city's stock. The 8-level IRD Building (in Cashel Street) was completed in were in the $300 to 534%;% square metre range.

2007, the 12-level HSBC Tower (in Worcester Boulevard) was completed in

2009, and the refurbishment of the 7-level Civic Building (in Hereford Street) Net rents in Auckland and We on have generally being higher than those in
was completed in 2010. Both the IRD Building and Civic Building were fully Christchurch driven by a higher I6g) of demand for higher quality commercial

committed (tenanted) prior to development. office space.

Office rent levels in 1989 were $225 per sqm net in PricewaterhouseCoopers
Centre and Forsyth Barr House, achieved with the aid of major incentives. In
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The current net rents for Auckland and Wellington are:

Location $ per sgm
Auckland $370-5520 @{é
Wellington $300-3%420
g %
Source: Colliers @

g

In 2010 Colliers undertook a New Zealand survﬁ o the occupational density

of tenants in the five key business centres in NewZe d “the Report"). The
following shows the occupational density and total o ncy costs per
workstation by grade for Christchurch CBD.

Occupational density & total occupancy cost per workstati@;

(by grade) &}f
N
= 0Office Denalty ® Total Occupancy Cost perWorkstation ’6{5
30 1 r 58,000 g
’g = 3
= r %7,000 o
s B e 8
£ - §6,000 5
5 ]
20 A = 2
N r §5,000 <
E ' g
Bd = - 54,000 o
Z 3
S r$3.000 =
01 o =
8 b $2,000 =
51 B &
= - $1.000 =
=
0 T - S0
Premium Grade A Grade B Grade

Source: Colfiers New Zealand Workplace Report 2010

The Report was used as a benchmarking tool for businesses to gauge how
efficiently tenants are using office space. The “Premium Grade"” classification
used in the Report is comparable to the A+ grade used in this Study.

Key findings of the Report were:

>  Office density across all grades in the Central City Area were generally
lower than both Auckland and Wellington Central City

Commerciai-in-Confidence 2

e

S,

> In Christchurch the office density per workstation was 20.6 sqm
compared with a national average of 15.9.sgm (with Auckland having an
average of 16.1 sgm and Wellington an average of 14.4 sqm)

> Tenants of higher grade buildings use space more efficiently that those of
lower grade buildings (a trend that can be demonstrated for all major New
Zealand cities) . ’

> The New Zealand national Office Density per workstation for “Green
Buildings" (as defined by the World Green Building Council in 2009) was
14.6 sgm ' '

Profile of commercial office stock

The Christchurch office market consisted of the Central City Area, various
pockets of office development on the periphery of the inner city (e.g.
Hazledean Business Park in Addington) and a number of suburban locations
(e.g. Sir Willlam Pickering Drive). The suburban locations comprise a mix of
established suburban commercial districts and business/office parks.

The Central City office stock as at September 2010 comprised 446,002 sgm
which was categorised into six quality grades as demonstrated by the following

{(:S)/,, hart

@{ral City commercial office stock summary by grade (sgm)

Sr A

Source: Colliers
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In September 2010 there were three recently completed major office buildings
in the Central City Area, comprising the IRD Building, HSBC Tower and the
Christchurch Civic Building. We @% orised these buildings as new generation
superior A+ Grade buildings with Tower achieving 5 Star Green rating
and Civic Building achieving 6 Star Gr ating.

o~
At the same time there were three buildinS’@] the A Grade,
PricewaterhouseCoopers Centre, Forsyth Bar&&ouse, and Clarendon Tower
which were all in excess of 20 years old. Althouéﬂ%qoviding high quality
accommodation, they did not incorporate the sarffé t nology now offered in
new office buildings recently constructed in suburbar%@ﬁons.

The B Grade represenfed predeminantly modern office buj
during the 1980s and early 1990s which were air conditionef?
substantial office buildings which had been refurbished and are

constructed
y older

conditioned were also categorised as B Grade. @/‘
The C Grade represented modern nbn-air conditioned or partially air @
conditioned cffice buildings. @

Total office stock in the Central City Area has remained relatively stable during@.@f

the last ten years. . Very few new office buildings have been constructed with
any increase in stock generally offset by removal of the buildings from the
market for conversion to hotel accommodation.

The only major new office buildings constructed in Christchurch recently are
the IRD building completed in 2007 comprising 14,223 sgm, HSBC Tower
completed in 2009 comprising 6,015 sqm and Civic Building completed in
2010 comprising 18,860 sqm.

The following is a summary of the total office stock within the Central City
Area during the last ten years, measured in square metres.

Commercial-in-Confidence

Christchurch Central City office stock

Year Area (sgm)
2001 415,124
2002 419,263
2003 415,735
2004 414,386
2005 413,740
2006 410,168
2007 409,528
2008 423,566
2009 427,888
2010 446,002

Source: Colliers”

Although the stock of office accommodation in the Central City Area has
essentially remained static over the last ten years, demand for A Grade
‘equivalent modern office accommodation has grown over this period which
as satisfied by a range of business park developments near the Central City -
(for instance Show Place Central and Hazeldean Business Park in

Adtington), and close to the airport at Sir William Pickering Drive. We
estim at in excess of 50,000 sgm has been constructed or is under
develop in these locations.

Central City Ar be attributed to a number of factors including the
following: Q/If{‘

> Absence of modern wpmercial office space in the Central City Area at
rents tenants are willi 0 pay

A significanté%sg in suburban office accommodation at the expense of the

> Desirable office park envi.rg;?@,ent
S

> Availability of affordable car pa

» Transport access

>  Lower total occupancy cost
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The Central City Area office market has improved since the early 1990°s with
vacancies now stabilised. Colliers carries out a comprehensive office vacancy
survey annually.

The following is a tabulated summaryfé}vacancy levels over the last three

years.
R

Vacancies in the A+ Grade were at 3.8% which comprised 1,428.7 square
metres vacant in HSBC Tower or 24.2% of that building. The IRD Building and
the Civic Building were totally occupied.

Vacancies in the A Grade increased from 6.4% in 2009 to 9.9% in 2010.
Vacancies in PWC Centre were 7.5%, and in Forsyth Barr House vacancies were

6.0%. In Clarendon Tower vacancies were 15.1%.
Grading of CBD commercial office vacancié@@/
Quality grade 2008 (%) 2009 (%) 2010 C%) The following graph plots the percentage of commercial office vacancies in the
Central City Areasince 1993.
A+ : 6.5 3.8 {‘%3
A 05 6.4 9.9 WY 25.0% -
B 7.7 7.8 11.0 '% 20,05 18:8% 7T 19.0% 15 ¢y 19.2% 15,00 Eiran
c 16.8 18.3 18.5 7% o , ;
- S (Y = 14.8% ) 14.3%
D 16.3 12.8 17.8 (%/‘ . 15.0% 1 1326 136% o joew
(=)
E 24 19.3 2i ,%3 S 10.00 |
T
Total 12.1 12.6 14.3 e >
25 _ £ = 5.0% 4
Source Colliers %
?? 0.0% "

The following table summarises the vacancy commercial office space by office

grade in 2010.

Vacancy (%)

f"@ % 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

«é&ce: Colliers

Quality grade  Occupied sgm Vacant sgm Total sgm @

A+ 36,127 1,429 4 37,556 @

A 31,181 3,417 10 34,598 %

B 118,161 14,543 11 132,704 Q
c 126,310 28,723 19 155,033 @Qﬁ’i

D 59,243 12,814 18 72,057 'Q

E 11,069 2,985 21 14,054 ’/“’Zb

Total 382,091 63911 14 446,002 @@
Source: Colliers ' - o o ~Oig»

o
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. The geographical profile of property owners is depicted in the following chart:
Profile of tenants

The profile of tenants in the Cen@t:ity Area (prior to the February 22nd Christchurch City Central City - Ownership proftle_- by net lettable floor area
Earthquake) is demonstrated by th%owing pie chart. South Island North Island Overseas Total
@ Grade sgm sgm sgm sgm
7 1 @@ A+ 18,860 18,696 . 37,556
: (4 A 6,957 15,435 12,207 34,599
@ B 108,817 8,682 -15,204 132,703
% Total 134,634 42,813 27,411 204,858
@ Proportion 65.7% 20.9% 13.4% 100.0%
/é S
/{g}, Christchurch City Central City - Ownership profile - by building number
@/,; ; South Island  North.Island Overseas Total
31% A= Grade 5 No. No. No. No.
Professional Services = Other O‘/" A+ I v b 3
< Central Government m Banking / Finance @
u Private Health B Private Education ; A 1 1 1 3
= Local Government Tourism @
mArts m Construction 4?.0 ' 33 1 3 37
= Manufacturing @ ‘e S e S
- #>2 Total 25 4 4 43
Source: Colliers ‘é
) portion ’ 81.4% 9.3% 9.3% 100.0%
A quarter of commercial office space was occupied by professional service G?Q%ZK\A &B 204,858 sqm 45.9%
. . ; : _
firms, with local and central government representing 25%. — %}Qck P — PR
Vi
Profile of property owners Source: Colliefi/
The profile of property owners is important to understand as it provides % - . ; o
historical evidence as to where funds invested in Christchurch commercial ' Zggn(::sarzﬁhzivewe{Ethea?é‘;’tg;?[igx;gf?'gn%fé);\?;irt:rgn Christchurch has
property originated. ' Y Pers.
0, i
The predominant ownership class, being South Island owners, comprises a mix anly Lok otewners (by%f lettable floor area) are based oversea§.

of high net worth individuals and families and informal syndicates of wealthy

g S 7 Over the last three decades Q corporate and institutional investors have
individuals / families, including a number of farmers.

steadily withdrawn from ownérs f the Central City Area commercial
property in Christchurch. {Z‘,
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Retail profile

There is no reliable data availabl the size of the stock of retail and
hospitality tenancies that existed H’@I}ristchurch prior to the Earthquake.

Anecdotal research indicates that the T
most large cities is approximately 10% (S e: EY Real Estate Database,
Melbourne, Australia 2012) indicating that ofential retail space was likely
to be in the vicinity of 40,000 sgm. However ’zhi%a can fluctuate depending
on the nature of the local economy and the size CBD area. For this
reascon we acknowledge that this is a speculative ass%ment.

of retail space to office space for

The growth in retail p"roperty floor space in Christchurch f: any years was
dominated by suburban malls, which has been at the expen$e Central City
Area retail with little movement in the overall stock levels in re ears.

Retail in the Central City Area has contracted significantly over the@@% two
decades in the wake of intense competition and continued expansion o (o)
suburban shopping centres. The prime retail precinct was concentrated "%~
principally in the area south of Cathedral Square in and around Colombo @

Street, High Street Mall and Cashel Street Mall. 62;)”
(@/‘;} Rydges

% Holiday Inn -

Cashel Street Mall, between High Street and Oxford Terrace, and High Street
Mall between Hereford and High Streets comprised conventional retail
activities where a number of fashion brands and national retait chains were
located. This location was anchored by Ballantynes. Colombo Street, between
Cathedral Square and Lichfield Street accommodated major trading banks,
BNZ, ANZ and National Bank together with fast food restaurants McDonalds,
Burger King and KFC.

The retail focus within Cashel and High Street Malls had shifted recently with
the prime frontage now Cashel Street Mall between Colombo and High Streets,
and High Street Mall between Hereford and Cashel Streets. High Street, south
of Cashel Street, had been rejuvenated over the last ten years and
accommodated a number of fashion boutiques and café's.

Central City Area retail rents in prime locations had been relatively stable, with
little growth and downward pressure being exerted by suburban shopping
centre competition. Net Rent levels in City Mall were between $600 and
$1,000 per sgm and in Colombo Street between $500 and $925 sgm.
(Source: Colliers International New Zealand Retail Quarter 3:2010).

Commercial-in-Confidence

Retail rents in secondary CBD locations were under pressure and reducing with
increasing vacancies evident.

Hotel profile

There were approximately 3,400 hotel rooms in Christchurch prior the
Earthquake (Source: New Zealand Hotel Council) which, based on a floor space
ratio of 30-40 sgm per bed, equates to a total floor area of between 102,000
sgm and 136,000 sgm. A significant portion of these were situated within the
Central City Area.

Hotels chains that were present in the Central City Area prior to the
Earthquake were:

>  Grand Chancellor
» Millenium Hotels and Resorts (Millenium, Copthorne)
» Holiday Inn

>  Accor (Ibis, Novotel, Hotel off the Square )

> ezvous (previously Marque)
N\

> Inte E%inental (Crown Plaza)

In addition to hotels there was a range of mid-low market hotels, motels
and backpacker ese tended to be situated on the fringes of the Central City
Area benefiting frowy
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Appendix C Sﬁ%gy response profile

. . . D .
In this section we outline the survey respé%‘@é}oﬂle.

Three surveys were used as a mechanism to coll@ﬁata:

> Tenant f
> Consumer @f,
@'.

>  Property owner
By
Overview and profile of tenant responses S

Summary of tenant responses Of.

The tenant survey was: @

>  Circulated to.approximately 700 known entities that were tenants of
office space in the Central City Area prior to the Earthquake

>  Circulated indirectly through a variety of industry groups,as noted in the
methodology section

Noted below:

> Represented in the following table, the majority of responses were from
commercial office tenants, (88% of tenant survey respondents by
commercial office space). By comparison, retail tenants represented 6%
hospitality and 2% accommodation (by commercial office space)

> We received responses from tenants that who stated that they leased
commercial office space in the Central City Area totalling 142,283 sgm

Commercial-in-Confidence

p-

|

>

Y.

BuSwicSsitype resy::;::nts respz,nodfe.nts Ar?:q:'?'l?se %1:;:1:2 i
Hoespitality 19 8% 8,759 6%
Retail 24 - 10% 5,446 4%
Accommodation 2 1% 3,500 2%
Office 207 81% 142,283 88%
] T o e R e e M
> Aswell as these ‘tenant responses’ we'received responses from owner

occupiers representing approximately a further 30,000 sgm of
commercial office space

Therefore commercial office survey responses received represented .
approximately 45% of total estimated occupied commercial office space in
the Central City Area prior to the Earthquake

addition to commercial office respondents we received responses from
t ts that leased other types of property in the Central City Area,
in @ﬂg retail, hospitality and accommodation, totalling 19,705 sqm

(ﬁ'

Of the 0@5 largest commercial office tenants based on pre-Earthquake
sgm leas @3% responded to the survey. Of the remaining 27% we note

that 42% we tral or local government tenants

The following tab@ Tgws further analysis of the respondents to the
survey by industry s r

0,

©L
&

T
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Profile of tenants who responded to the tenant survey

wn population

Respondent

sgm lease (area sgm lease Area sgm respondent
ied pre No of Respondents occupied pre Respondent of occupied pre
Business type Eart ke) respondents of total % Earthquake) by area sgm % Earthquake %
Hospitality % 19 8% 9,759 6% ®
Retail @’ 24 10% 6,446 4% 2
2 '

Accommeodation w 2 1% 3,500 2% ) o
Commercial % @

i i ' ; : % 74,757 46% 79%
Other 117,371 i @;16 6% 18,952 12% 16%
Central government 67,502 O 4% 9,894 6% 15%
Banking / finance 27,656 107" 4% _ 23,144 14% 84%
Private health 16,198 7 U.,/-; 3% 4,467 3% 28%
Private education 26,367 6 & 2% 6,577 a% 25%
Local government 24,825 2 %{,ﬁ, 1% : 2,050 1% 8%
Tourism ‘ 5,478 2 s, 1% 1,020 1% 19%
Arts 330 1 % : 12 - 4%
Construction 140 1 AN 40 - 29%
Manufacturing 1,251 1 - Qe 1,370 1% 100%

.
Commerual offlce and other totai 382,091 207 81% @;‘: 142 283‘2’ 38% 37%@
_ Total 252 100% Q 161 988 100%
W Source data not available @
@ Excluding the responses from businesses that were owner occupiers and responded to the properfy owner survey %
& Data sourced from Colliers /{:}
‘S
S
2

Commercial-?n—cbnﬂdence e
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> The table shows that the response rate for professional services firms and

banking and finance institutions as a proportion of the pre-Earthquake
leased are was 79% and 84%%9&1\@[\/

> The response from central goverh/ t and local government was 15%
and 8% respectively £y
®
>  We estimate that government entities rep@’s’ ting approximately 80,383
sqm of commercial floor space did not respcéto the survey. These will
be contacted directly by the Government Proraéﬁ entre of Expertise

they will play a key role in the rebuild

-

f
While some sector principals were reluctant to complete the su they did
engage in discussion. We summarise our overall engagement as o@s:

7

> As these entities form a significant sub-section of I@%}all population

Business type res:‘::ﬁze Discussion engagemen@,&
Professional/private firms Strong Strong

Local government response Poor Reasonable

Regional government response Strong Strong

Central government response Reasonable (1x

Hospitality Poor Strong

Retail Poor Strong

(1) These will be contacted directly by the Government Property Centre of Expertise
Poor response 0-10% response

Reasonable response 10-40% response

Strong response Greater than 40%

Those requiring commercial office space engaged the most with the survey
and responded the most positively to repopulating the Central City Area.

Retail and hospitality and accommodation

The response rate from retailers, hoteliers and the hospitability was poor.

Discussions with retail sector leaders suggested this was due to a reluctance to
commit to a Central City Area until there was a clear plan that economically

°

Commercial-in-Confidence

<

supported a decision to return. We note that the profile (in terms of size,
location and profile of tenants) of the Central City Area will play a major role in
determining when and if retailers return.

Many retailers indicated that they had relocated to sites that were more
profitable. One respondent stated, “the growth we have experienced in
suburban malls does not encourage me to even want a new [Central City]” and
will require a compelling business case to return. A further respondent stated
“the [Central City] needs to be competitive against the major malls".

As a result of the low sample sizes we'have been particularly cautious as to the
statistical relevance of the data in these areas.

Accommodation operators who were in the city have been reluctant to speak
on record about their future intentions. We understand that this is a position
taken'while insurance negotiations are in progress. We are also told that until
a decision is made about the location of key public assets, they will not
comment on any course of action.

Overvie_w and profile of property owner responses

{é No reliable information has been made available to us that can clearly iden;cify

e total net lettable property (all categories) in the survey area that existed
to the Earthguake. The only response group with a known population (to
an | of accuracy) are those that tenanted commercial office space.
The pr@ Y owner survey respondents are comprised of 112 owner
occupiers GAEH| or in part) with a total of 156,416 sqm of lettable floor space
and 127 non%pying property owners with a total of 260,889 sgm of
lettable floor s @ ‘

{
@%
O
Q.
L
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Primary building use for all respondents based on number
of respondents

= %
| S
()
Retal %
S %
51% %
6}@

.1, /‘

acco\rfrﬁrlutgr;aﬁcn O 2

fHﬁsg;ality ‘{S}{

Primary building use for all respondents based on lettable
floor space (sgm)

Other
10%

Retail
1%

Commercial /
Office
58%

Visitor
accommodation
I Hospitality
21%

Of the total respondents 58% stated that their property was predominantly
commercial office. This portion represents 242,317 sgm of commercial office

space.

However, it is difficult to draw direct comparisons to the total pre-Earthquake
commercial office space estimated by Colliers due to inconsistencies between

how Colliers and the respondents have defined office space.

Commercial-in-Confidence .

Overview and profile of consumer responses

The following charts depict the profile of consumer respondents by age, length

of time in Christchurch/Canterbury.

Age of consumer survey respondents

0% gy,

2%
Under25ycarsE25-35yoare 2 36-45ycars m46-55yoars
=56-65ycars mEG-TSycars & Over7Syears

iz " Length of time consumer survey respondents have lived in

/&hristchurch/Canterbury area

% . .

57%

Ovor2Dyears E10-20yoars ' 6-10years I2-5you@3

0-2years
Ve
e

65% of consumer survey respondents worked in the Central City Area at the
time of the earthquakes and chart below summarises the nature of work

undertaken by those respondents.
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Type of work undertaken by consumer survey respondents that
worked in the Central City Area at,the time of the earthquakes

o % % 0/
- o
s
Q
Y
e

%@

% %.

%

1%

Professional sonicosm Othor o Contral Govemment @ Banking / Insuranco @Qéo
“=Rotal =Local Govomment = Hocpilality 2 Ascommodalion (’f
S~
Top ten employee respondents groups to consumer &
survey by employer @)
Total

Rank  Company FESDORSES

1 Telecom New Zealand 312

2 ANZ National Bank 78

3 Canterbury District Health Board 60 -

4 Statistics New Zealand 57

5 Solid Energy New Zealand 49

6 Ernst & Young 43

7 CPIT 29

8 Christchurch Casinos 26

9 Aurecon New Zealand 25
_ 10 Orion New Zealand 25

The following charts show how the consumer respondents used the Central
City Area prior to the Earthquake (other than for work).

Commerciai-in-Confidence
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Use of Central City by consumer’s pre-Earthquake

100% 1 e T
sk |
50% & i (=Y
I
20% |
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| |
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2 5% ‘ !
% : : |
% son% !
o
=2
5 a0% )
& §
30% ": i =
N
2% 50 ‘.l'. ' 1
10% == ‘
==
0% y ™ v
Shopping Attondcultural  Usespertsand  Vigitbars - Visitbars-  Dinonteafes! Attondmeotings/  Education/ Vislt health
activilios  rocroalion facilifes drinkingboforo  crinking after rostauranis conferances childearo professionals

10pm 10pm

Mora than once per weok RWeokly = Fortnightly mMonthly = Quartorly BAnnualy @ Never

“2% Application of the data received to the quantitative:
/@nd qualitative analysis

rom all three surveys has been used to analyse overall demand and
su fpg commercial property in the Central City Area.

While it r intention to achieve the highest possible response rate from
all tenants property owners we did not anticipate that we would achieve a
100% respons e. As part of the viability testing, the values attributed to

the remaining po tjon were given extrapolated values based upon the
characteristics of r %@dents.

the data should bear this in\®%nd. The size of these unknown errors was
difficult to quantify. @E{’

Other errors occur for reasons suc@ respondent error and errors in
processing.

Extrapolation introduces%\vn errors into the estimates, and the reader of

While ever\./ effort is made to minimise these errors, they may still occur. It is
not possible to quantify their effect.
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Appendix D Dé%%nd side qualitative findings

In this section we consider the dimension he demand-side market for
Commercial Property in the Central City Area@f’

Our work on the demand side is predominately baﬁ‘d an information collated
through two surveys; being a tenant survey and a co er survey.

Ly

Our work is presented?in three parts.

>  Firstly, we have analysed the attitudes of tenants and con@@grs if they
have relocated. Specifically we comment as to: ,{f@
> Where they have relocated to /‘,{6
> The type of property relocated to ﬁo
>  The perspectives of consumers and tenants on their current location @"?
> Satisfaction levels of consumers and tenants regarding their current

location A

> Current lease terms

>  Secondly, we have analysed the attitudes of tenants and consumers in
respect of their attitude to return to the Central City Area in the following
areas:
>  Desire and probability of returning
> Height and grade of building they will return to
>  Preferred locations
>  Features of the Central City Areathat would assist their return
>  Wider views in respect of the rebuild

Commercial-in-Confidence v
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>  Finally, we have determined the preferred rental demanded and square

meterage required by those that completed the tenants survey

Relocation post-Earthquake

81% of employees who responded to the survey and worked in the Central City
Area pre-Earthquake had to relocate to alternative location with their
employer following the Earthquakes. 83% of tenants who responded had to
relocate from the Central City Area following the earthquakes. The fellowing
charts summarise the nature of these relocations and views of these
respondents in relation to their relocation.

Location of new premises

50%

45%

=
S
=

rsp‘@
@ a
s 2

Percentagacf
a o op e
g & 8 #

3]
=

%

0% e
Sydanham Addinglon/ @Mn on Bumside / Alrport Hemby Papanui Central Clty Other
Middlaten A Technology Park (altemative
‘? lecation)
@ : Censumers @ Tenants
)
o
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Type of property relocated to
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Of the tenants who interacted regularly with colleagues, clients and
customers based in the Central City Area prior to the Earthquakes, 18% do
not consider they have maintained a satisfactory business relationship
with these parties in their new location

> 55% of tenants consider the fragmentation of the business community to

the suburbs has a significant to very significant impact on their ability to
operate the business effectively. Whereas 65% of consumers consider the
fragmentation has had an impact on their efficiency

&

> f consumers whose employer relocated following the earthquakes

isfied with their new business location. Similarly 49% of tenants are
ith their new business location. However, if we analyse tenant
tenant type we find that only 45% of commercial office
isfied, 67% of hospitality tenants are satisfied and 77% of
are satisfied with their new business location

tenants a
retail respon

they consider their priguctivity had improved, reduced or has unchanged
at their new location. [l 49%, of tenants consider their productivity
has reduced at their new | ion. These percentages were lower for retajl
and hospitality/ accommoda |@/yyith 46% and 33% respectively

Tenants who had @%d following the earthquakes were asked whether

We note that only 46% of tenant‘é’%ated that existing lease commitments
were a significant or very significant factor in preventing their return to
the Central City Area
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>  Further only 7 of the 210 tenant respondents who had relocated had
existing lease terms that exceeded 6 years and one of these stated that
they did not expect to occu e premises for the full lease term

>  60% of respondents (57% of th@{éjenants seeking to lease 500 sgm of
more) have a remaining lease terrr@ ess than 2 years and only 3% of
respondents had a remaining term o ears or longer

Number of years of current lease term for rg ed fenants

140 -

120 %

i

"f; 80 %

g‘ 60 - f@

5 7
. %

n
(=]

f‘@
O-2years 2-4years 4-6years 6-8years 8-10 years 10 vyears +
All Respondents X

= Leasing >500 sqm - Respondents who do not expect to eccupy entire torm

Appetite for returning to the Central City Area
Consumers' desire to return to the Central City Area

> 64% of consumer survey respondents wish to work in the rebuilt Central
City or are currently working in the Central City Area

>  Of those that would return 63% would be prepared to work in an existing
building refurbished and strengthened as required

> 76% of consumer respondents who were in employment in the Central
City Area prior to the Earthquake would return to work in the Central City
Area

Commercial-in-Confidence .
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Tenants' desire to return to the Central City Area

>  80% of tenants who moved to a new location following the Earthquakes
stated that they are likely to return to the Central City Area and 55% said
they would consider moving twice while permanent buildings are
developed in the areas that will become the final precincts in the Central
City Area .

> Only 25% of tenants would return to an existing building refurbished and
strengthened as required '

Probability of returning for tenants leasing >500 sgm

Likely to retum
afterSyoars
13%
Likely to return
Likely to retum Wllhlgi}::oam
within & years
33%

S
é@’

Prébapiéy of returning for all tenants
D
(o

I
ret

20%F 7™,
< Likely to ratumn
within2ycars
37%
Llkely le return (ﬁ }
afterSyears \
15% h @
Likely torotum d\g

wilhin 5 years

28% ﬁ’
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Building height

> Thereis support for low rjse’ﬁ%ground floor buildings from both
consumers and tenants, with 5 consumers and 75% of tenants
preferring commercial property t as a height of 4 floors or less

Tenant responses to building height pre-E ake vs. preferences
post-Earthgquake e

Comparison of tenant and consumer views on the height of
building they would return to in the rebuilt Central City Area

w %

Ground [1~2 floors) Law rive (-4 flaor) Midrise {5- 13 Toors) HighRise (abore 13 flaors)
Pro-surihguate B Post ewthquska

Consumer responses to building height pre-Earthquake vs. preference
post-Earthquake
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Grade of building desired by all tenants
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Tenant demand for leased car parks @

Existing building

(rofurbished and

strengthoned as

required)
19%

>  Prior to the earthquakes 93% of tenant respondents had car parking less @,9” .

®/45 of Gloucester St, Manchester St, Oxford Tce and Hereford St (the Square)

than 5 minutes walk from their premises. Currently, 63% of respondents
who have been relocated and wish to return to the Central City Area want
onsite parking and a further 23% of respondents want parkmg within five
minutes walking distance

Operating expenses

> Pre-Earthquake operating expenses for A+ and A grade buildings were in
the region of $60 - $75 per sgm

> Projected post-Earthquake operating expenses are likely to be in the
region of $90 - $100 per sgm™*. It is difficult to be precise due to the
uncertainties of the insurance and Council rates components

* Source: Colliers

Commerciali~in-Confidence °

Tenant preferred locations (by number of respondents)

> There was a diverse range of views as to where the office precinct should
be, with tenants preferring one of the following areas that were within the
Central City Area:

>  Gloucester St, Manchester St, Oxford Tce and Hereford St (the'Square) -
27%)

» Armagh Street, Durham Street, Cambndge Terrace and Rolleston Avenue
(Arts) - (18%)

> Hereford St, Manchester St, Lichfield St and Oxford Terrace (Cashel Mall) -
(15%)

v

However, there was also strong support for the area around Victoria
Street (10%) and the area of Oxford Terrace, Manchester Street,
Gloucester Street and Durham Street (Victoria Square) - (12%), leading t¢
commercial fenants being diffused over a wider area that anticipated by
the CCP

There is a clear preference to locate the retajl precinct in either the area

or Hereford St, Manchester St, Lichfield St and Oxford Terrace (Cashel
4;' all) with 68% of tenants, 64% of property owners and 57% of consumers
ring these areas. We note that these preferences are broadly
é\ ent with the CCP

Ernst & Young |52



Desired location (tenants vs consumers vs property owners) as a % of respondents - Business / office precinct
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Desired [ocation (tenants vs consumers vs property owners) as a % of respondents - Retail precinct
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Desired location (tenants vs consumers vs property owners) as a % of respondents - Hotel and convention centre precinct
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Desired location (tenants vs consumers vs property owners) as a % of respondents - Restaurant and bar precinct
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Important features in the Central City Area

Tenants and consumers were as hat features of the Central City Area were important to them before the earthquakes and what features are significant when
making their decision to return to entral City Area. Their responses are detailed below.
Tenants - importance of particular fea s of the city pre-Earthquake
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Tenants - importance of particular features of the city post-Earthquake
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Consumers - importance of particular features of the city pre-Earthquake
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lar features of the city post-Earthquake
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Factors that may prevent consumers and tenants from
returning to the Central Cib@rea in the next five years

These factors are detailed below in c@@ of significance to tenants.

Level of amenities - available in the fut%eyond 5 years)
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Ability to isolate construction zone (noise, traffic etc)
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Very Significant mN/A
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Level of amenities - being immediately available
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Personal safety in the workplace
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Impact of working amongst construction
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Unwillingness / inability to pay rental costs
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5 i . How long before the Central City Area becomes the heart of the city
Existing lease commitments

again
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The following two graphs indicate consumer and tenant perspectives of the @/9
Central City Area rebuild. ’%
Level of confidence that the rebuild is on the right track /}&
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Appendix E e%%nd side guantative findings

In this section we examine the following: @@ » We acknowledge that the our sample may be skewed towards respondents

who are more likely than that the total population to return because:
>  Price and quantity analytics for commercnaléﬁce space

>  Businesses that are returmng are more hkely to respond to our
> Examine the trends between pre-Earthquake andg st-Earthquake

survey
requirements of tenants S
: : B> The respondents to the survey are skewed towards the larger
>  Provide analysis in respect of the likely quantum of de by location commercial office tenants
Price and quantity analytics for commercial d&& > However, these issues are largely offset by the following factors:
space : /f‘ » There is a significant portion of government entities representing a
Acceptable levels of rent for commercial office tenants C significant quantum of pre-Earthquake office space
The diagram opposite shows the demand curve for commercial office space > The survey did not include the owner occupiers that completed the
based on the responses in the tenancy survey in respect of acceptable level of "9"’ property owner survey and given they own property in the Central

rents for tenants that would return to the Central City Area. City Area are more likely to return
The demand curve has been derived as follows: i Q@i mand curve shows that we estimate 68,000 sgm of commercial office

| be required at net rents of $450 per sgm or more.
> The actual sgm of desired rental from tenants was 97,770 sqm (after

data corrections), this compares to the 142,283 sqm of office space 300

occupied pre-Earthquake. This reduction in required office space V?;’

represents a combination of both tenants that are looking to return to the L 26629

Central City Area-and a reduction in the space required by the S 200 4 w8

respondents = ﬁ‘i 207

& 150 -+ - -@ - - 170

>  The actual sgm of office space occupied by the respondents pre- 2 4}

Earthguake represented 37% of the total occupied office space in the § | i B = 8 L

Central City Area pre-Earthquake 50 + - - _@@ - — &3

(B a6

> Based on this data we estimate that the total extrapolated demand is

- S}
. Less200 200- 250- 300- {v 400-  450- Greater
aDDFOXIma’EEly 266,000 sgm 249 299 349 1%. 449 499 500

$/sqm Net Rent
Demand per sgm
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Pre-Earthquake rental and efficiency

Efficiency in modern office configu%ﬂgns will play a majo'r part in a tenant's

ability to meet the level of future n t.

Tenants (commercial) responding to the@@‘ey indicated that prior to the

earthquakes, they: (A}
> Occupied 142,283 sgm %
> Employed 6,620 full time employees who wo*&gé’ i this collective space
> Provided an average of 21.61 sqm / employee wo ation
> Provided a weighfed average 22.75 sqgm / employee ation
> Paid an average Net Rent of $223/sgm O/‘é
> Paid a weighted average Net Rent of $230 / sqm (EQ/‘
Net rent ($/sgm) - pre-Earthquake' RiskNormal (223.000,72.050) f@
: 2
5o |
I |
0.007 §
0.006 A
0.005 |
Minimum  61.0000
Maximum 625.0000
0.004 1 SDw riarts
Values 202
0.003 4 s Normal
i Minlmum -0
4] Maximum +00
0.002 - kil Mean  223.0000
:n Std Dev 72.0500
0.001 ,.\".
-’:
0.000 k== L. '
@ 8 = 2 3
—_ ~
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Post-Earthquake rental and efficiency

This same group of Tenants responded to a forecast basis with:

> Arequirement of 100,382 sgm of commercial space in the Central City
area

> Anindication that 6,223 full time employees will work in this collective
space

> Anaverage 16.13 sgm/ employee workstation in a new office
configuration

> A weighted average 21.5 sgm / émployee workstation in a new office
configuration - reflecting the impact of the larger tenants who have
sought more sgm per employee

>  Anaverage Net Rent has been forecast as $312 / sqm
> A weighted average forecast Net Rent of $370 / sgm

Net rental ($/sqm) - Forecast RiskNormal (312.790,95.618)

C‘:%r)# 0.008 1
o,
®/6.oo7- ' .

%ﬂ - B et

W Minimum 10,0000
0.005 4 Maximum 750,0000
Mean 312.7895

(9 StdDev  95.2811

0.004 e  Values 162

= Normal

0.003 1 Minimum —0

Maximum +20
Mean 312.7900
- StdDev 95,6180

0.002 A

0.001 4

0.000 *

800

2 “/‘p@
Preferred locations by size ‘-{2’
The chart overleaf shows the sgm of space occupied pr'e—EarthquaKe by

commercial office tenants and the preferred locations weighted by size post
Earthguake.
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Commercial office tenants preferred locations (weighted by size) - pre vs. Post-Earthquake
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Interview with Angus Macfarlane - established property
' developer and investor '

Angus' family has owned and devel Central City commercial property over 3
two generations. He owns eight inner properties including the large Munns |
site in Armagh Street, SBS Building at tig@ntersection of Manchester and

Worcester Streets and part of the Farmers %rk and Food Court in Colombo

Streef. é

Angus was concerned at the consenting process Té‘% building development
and on this subject he said “The consenting process to be streamlined.
The council's responsibility should be focused on an admfinigtration role and all
technical issues should be addressed by independent, com t consultants".

Angus has concerns on the slow speed of progress since Febru{r&‘c 11 inside |
the cordon and stated “I will not reinvest substantial equity in the core
until I have confidence there is clear direction and leadership that wmﬁmlt in
development of a vibrant and successful city centre". s :
@ |

%

He provided his thoughts on what measures are required to stimulate
development in the Christchurch CBD and said “One of the key drivers to
encouraging the rebuild could be tax concessions to the property owners and
tenants in selected areas of the CBD, such as Cathedral Square.”

} Interview with Tim Glasson

} Tim is a prominent Christchurch business person with a wide range of retail,
property and business interests in the Central City.

. Tim has four properties in the Central City - three of these properties have
been demolished and the fourth is the subject of discussion with consultants.

Tim has no confidence in the city plan and it will take a lot to convince him that
the city will establish a thriving retail environment that will be sustainable in
the long term.

| Tim supports the need for a smaller more compact and activated city, however |
| stressed that the first information needed before any decision can be made _
about rebuilding is where the key assets including Convention Centre and i
sports precincts will be located. ' |

°

Commercial-in-Confidence
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| @ Eou owned the Bangalore Polo Club on the strip prior to the Earthquakes and

!

' “The government needs to provide commitment at the city plan will be
' reviewed to support development otherwise developers will not interfere to
facilitate the redevelopment”.

“Retail will always follow demand".

“A master plan is required to ensure that we do not simply evolve the city with
a lot of three-storey buildings".

“The success of the rebuild will be about attracting the right leadership within
the Christchurch City Council who are committed to rebuilding and
revitalisation process and who will take advice on what is required to make the
. redevelopment process work”

 EP A o P e S e

 Interview with Lou Vieceli - leading business person in the
' hospitality industry

| Lou has previously owned and operated a number of central city and suburban
hospitality businesses including the Holy Grail, Tap Room and Halswell Tavern.

s since opened a Bangalore Polo Club in Wellington.

L@e&sn to re-establish a hospitality offering in the new central city.

"A key <32
stadium.

to hospitality business owners is the location of the major sports
ers will only invest the necessary capital into the central City if
71 is located within walking distance from the main

" Lou Vieceli, Owner Bangalore Polo Club.

"The hospitality strip@®eds businesses like the Bangalore Polo Club and these
types of businesses can reopen without changes to the noise restrictions
| proposed in the draft Cit @b@ Christchurch people want an area with

| sophistication, open to later rs but which is separated from the ‘thud thud'
| of the night club scene." Lou. @;13 Owner Bangalore Polo Club.

S
L
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Appendix F Baﬁ%nq cost analysis

The objective of this section is to underst the current building costs for a
sample of new buildings.

Building costs @

The following are them“vital statistics” of the building(%arios chosen for

analysis including details of the materials used, the con tion methods

selected, the reasons why, together with some observatio@amments and

assumptions made. @’
&y

In broader terms the building types fall into the following categori@

>  The first is a small footprint mid to high-rise development with a b@i g
plate of approximately 500 sgm and with heights of 5, 10 and 15 levé’lgs
This building was chosen as it represents a good proportion of the
building types that originally populated the Central City Area pre-
Earthquake, and is also considered a valid benchmark

> The second is a larger footprint mid to high rise development with a
building type similar to the above however occupying a considerably
larger building plate of 1000 sqm. This model was chosen for analysis for
direct comparison to the smaller but similar styled building above to

highlight the amount, if any, efficiency increase due to building on a larger

scale. The same heights of 5, 10 and 15 storeys were used

> Both of the mid to high-rise scenarios include above ground car parking
within the building structure on either the first cne, two, or three floors
above retail on ground floor level. Cladding of all scenarios assumes a

facade which could be of toughened / reinforced glass in nature or equally

of @ metallic type. For the purposes of this exercise the significant factors
that have been considered are those of strength, cost, and time rather
than architectural intent which will always be a subjective and personal
consideration

Commercial-in-Confidence
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> The draft CCP proposes maximum building heights of 31 metres (9- 10

floors) in the Compact CBD and 21 metres (6 - 7 floors) in the wider
Central City Area

>  Apart from isolated examples, much of the previous building stock will fit

within the proposed height limits, although existing use rights will provide
opportunity to exceed them

>  The building types adopted in terms floorplate size and heights of

between 5 and 15 levels are considered to represent in bread terms a
cross section of what the market requires, what is proposed in the CCP
and what previously existed

> The Central City Area skyline was predominantly confined to office

building and an array of hotels, some of which were converted office .
buildings, of between 4 and 12 levels. Around Cathedral Square and along
the River Avon the following buildings existed:

C’ athedral Square
%Bank - 4 |evels
BNZ=13 levels
Rur%{x - 4 levels
Grant h’g ton - 12 levels
River Av (/
DTZ-8 Ievels®
HSBC (original) J@evels
URS - 8 levels >
: Y
Ambo Craig - 8 levels'®)

Chas Luney - 5 levels @@‘
Trust House - 5 levels - é;{}’

2
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Apart from three A grade buildings completed in 1989 -
PricewaterhouseCoopers Centge (21 levels), Forsyth Barr House (17
levels) and Clarendon Towerf%@ levels), there were comparatively faw
other buildings exceeding 12 é@%

It is the general consensus that the@ajority of buildings that failed during
the recent Earthquakes did so due to vintage; in so much that they
were designed and built with only minim@?o sideration of seismic
resistance in mind and with no consideratio@an event the magnitude of
which Christchurch encountered in 2010 / 261 this end the Project
Team have chosep to utilise steel framed structffg at upon piled
foundations which are not only significantly lighter the previous
reinforced concrete frames and unreinforced masonr@dings, but also
lend themselves to the introduction of seismic consideraf@nmore readily

Below are various comments and assumptions made during the de%w and
cost assessment: : 7~ P

B

Commercial-in-Confidence

With no specific site for the buildings, the design and costings have?éfe‘
based on a site with “average” geotechnical conditions within the 4 b
avenues. The design allows for driven piles on all buildings of 5 levels and@
above. Final costs for this component of any building will require specific
design and testing

It is assumed that with the low level of construction activity around New
Zealand and also the region and world that overall construction costs will
change little in the next few years, thus costs are based on today's values.
Contributing to this thinking is the likely slow start to rebuilding activity

The foundation and building structural design has been completed using
the proposed new seismic accelerations for the Ca nterbury Region. This
has added significant build costs over existing building designs

Car parking ratios are somewhat arbitrary and vary between 1/90 sgm to
1/223 sgm. Final car parking levels would likely depend on tenant
requirements and availability of public parking

The building specification is considered to be generally consistent with an
equivalent Greenstar 4 star rating

All buildings are architecturally designed of “standard” form. Spec'ific
architectural features would add additional costs to the building

e

7~
A

> The cost analysis showed, as expected, that as the building footprint
increases that the costs reduce. This is consistent with the assessment
included within the Draft CCP

> All high rise buildings are designed using structural steel frames similar to
those utilised on the HSBC Tower

>  The following is @ summary of the estimated build costs for each scenario,
which includes all professional fees and a contingency allowance:

500sgm floor plate

Level $ $ per sgm

5 9,746,537 $3,899

10 19,564,680 $3,045

15 29,731,225 $3,317

1,000sgm floor plate

Level $ $ per sgm

: 5 16,033,509 $3,206
é 10 32,360,049 $3,236

@Q‘ 15 50,819,968 $3,388 IS

> C%mmaries are presented in Appendix J

i
> This an(e is, together with assumptions in respect of land values,
develope gins and investor yields is converted into a required rental

per sgm tha p’f)a erty owners will require to make the commercial
property viable@ppendix |

We have been asked to p%e an opinion on the potential additional costs to

construct new buildings in gthristchurch CBD compared to pre earthquake.
This information is a matter offeginion only and the actual figures will depend

on many factors and would requi @lo&me detailed assessment to provide 100%

surety. e

In our opinion the additional costs related to a 5 level 1000mz2 footprint
building would be up to 10%, and most likely in the range of 5-10%.
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