Fundin 2015
The Financial Implications & Risks




Manly Oval Car Park
What are the key financial variables?

The key variables impacting the Oval Car Park return are:
1. Revenue (paying vehicles times $ per stay)

2. Construction and operating costs

3. Funding costs

The return is most sensitive to revenue assumptions



Manly Oval Car Park
Summary of Key Financial Facts

| ConsultationPeriod | ___Now | _Change _

Return 12.9% 6.6% Down
Cost of funds 5.0% 5.0% Same
Paying vehicles 600/day 353/day Down
S per stay S15 S14 Down
Revenue (pa) S3.3m S$1.8m Down
Cost S36m $32m Down

KPMG has significantly lowered the return to ratepayers



Manly Oval Car Park
KPMG Conclusions

KPMG concludes:

“Given that Manly Councils cost of funds is 5%....... the project
potentially exceeds the required rate of return.”

BUT:
KPMG HAS NOT INDEPENDANTLY VERIFIED THE INPUTS

“We have relied upon the...accuracy...of any information provided
....without independently verifying it.”

KPMG also do not comment on whether the project is financially feasible or
a 1.6% “profit” is acceptable.



Manly Oval Car Park
KPMG assumptions vs status quo

| Whistlerst | _OvalcarPark | % chg required

Vehicles per day 1,110 1,178 +6.1%
% paying vehicles 29.5% 30.0% -

Paying vehicles 328 353 +7.6%
S per stay $9.43 $14.00 +48.5%

Large increases in parking fees paid are required for a 6.6% return
Are increases in parking fees and traffic compatible objectives?



Manly Oval Car Park
Has KPMG considered all costs?

All construction costs are at the low end of industry standards

Have the associated road works been included?

Make goods and relocation costs to Rugby and Tennis Clubs

Storm water costs removed from analysis

The final return to rate payers could be much lower



Manly Oval Car Park
Independent reports are inconsistent

The Bitzios traffic study assumes:

« Manly CBD footprint will expand by 42% over next 20 years
 This is equal to 47,000mz2, 3 Stockland Shopping Centres

The HillPDA economic study concludes that:

 Only a 30% increase in CBD space is required over 20 years
* This is equal to only 9,000m2.

KPMG has adopted Bitzios findings into their financial analysis



Manly Oval Car Park
Bitzios Utilisation Forecasts
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Oval Car Park utilisation forecast to be low for 15 years




Manly Oval Car Park
Implementation toward low end of modelling

Bitzios models 3 scenarios

—mm-
100

Street parking removed
Parking fee discount 20% 0% 0% Increase

Wait time 10 5 0 -

Actual implementation is between the medium and low scenarios
This will impact the return to ratepayers




Manly Oval Car Park
Critical variables have not been scrutinised

Manly Council has provided the independent experts with:

« Ground conditions & construction risk
» Traffic data for Whistler St

» Growth in Manly CBD floor space

» Required rate of return

These are the 4 critical variables required to forecast the Manly
Oval Car Park return. None have been independently verified.



Manly Oval Car Park
What does a 6.6% return really mean?

S per stay

Paying cars/day 328 328 600 353
Revenue $1.2m $1.7m $3.3m $1.8m
Costs S0.4m S0.4m $1.2m $1.2m
Profit S0.7m $1.3m $2.1m $0.6m
Loan payments - - $1.8m $1.8m
Cash flow $0.7m $1.3m $0.3m -$1.3m

Council’s financial position could be $2.6mpa worse off by demolishing Whistler St




Manly Oval Car Park
Our findings and conclusions

e There remains downside risk to the KPMG 6.6% return
* A 48.5% increase in parking fees is required

* The actual return could be below the Council’s cost of funds if everything
does not go to plan

* The opportunity cost of demolishing Whistler St cannot be ignored

 The Oval Car Park will not cover Manly 2015 loan repayments for at least
10 years

* The Oval Car Park could cost Council $10m - $15m in cash over the first 10
years of operation

* Itis unlikely Council can fully protect rate payers from interest rate rises
for the duration of the borrowings

* Alarge proportion of Council’s free cash flow is forecast to be committed
to debt repayment not asset maintenance and services



