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METHODOLOGY

Notes for the July 2009 Release

The Sydney CBD, Melbourne CBD, Brishane CBD and the North Shore markets have been
re-graded in accordance with the Property Council of Australia's ‘A Guide to Office Building
Quality’ that was released May 2006. This has a resulted in a reshuffling between grades.
Historical revisions were applied to Melbourne CBD, Canberra and the North Shore.

Office Market Database

The Property Council has compiled a comprehensive inventory of all useable office space in
over 30 office markets across Australia.

The database includes details of building names, completion dates, quality grades, net
lettable areas, ownership and building vacancy on a direct and sub-lease basis.

This inventory is used to make calculations of total stock, vacancy, supply, withdrawals and
absorption.

Every six months the Property Council updates this database as follows:

= Distribute database to leasing agents, property managers and building owners
active in their respective market, to update vacancy and other building details.

= Review and confirm revised database at a meeting of leasing agents.

= Conduct further checks and inquiries on an individual building basis for properties
not covered by steps 1 and 2.

= Double check finalised database with leasing agents, property managers and
building owners in their respective markets.

Inclusion of Buildings

The Property Council's Office Market Report tracks all commercial buildings within defined
market boundaries. CBD markets exclude any property with a NLA of less than 1,000 sq m,
whilst metro regions, due to their inherent dynamics, are not restricted in term of a size
qualification.

Absorption Calculation

Net Absorption calculation has been revised in 2004, so as to more accurately reflect
disaggregation of commercial stock by grade. Net Absorption measures the change in
occupied space between two survey periods. It takes account of losses from total stock due
to demolition, refurbishment, change of use (or change in a building's grade).

The Formula used to calculate Net Absorption is noted below.

Net Absorption = Occupied stock at end of survey period
LESS  Occupied stock at beginning of period.

Occupied Stock = Total marketable stock
LESS  Total vacancy.
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Vacancy Factor

The vacancy factor is a expression of total vacancy space as a percentage of stock.

Office Construction and Refurbishment

Statistics relating to the projected supply of office accommodation were collated from a
survey of owners, developers, agents and architects conducted during the survey period. A
broad range of information was sought, including details on:

= the owner, developer, leading agenda and architect;

= stage development;

= |ettable areas (office, retails, showroom, etc.);

= typical floor areas;

= completion date and construction time;

= number of car bays;

= space pre-committed or planned for owner occupation; and
= demolition statistics.

Once this information has been compiled it is vetted by a committee of industry specialists
who:

= assess the viability and timing of each project;
= designate each project as either likely or mooted; and
= review project details (ownership, composition, pre-commitment etc.).

Classification of Office Space

All marketable space has been assigned a quality grade. The Property Council has classified
all buildings in its database using the withdrawn quality grade matrix. These classifications
summarise factors which influence a building’s ability to attract occupants and sustain rental
performance. They provide a general guide to the evaluation of space taking account of the
particular characteristics of each building in relation to the market. The 'Quality Grade
Matrix' previously employed for this task has been withdrawn from circulation. The Quality
Grade Matrix was withdrawn from public circulation in July 2003.

On 25th May 2006 the Property Council of Australia was proud to release A Guide to Office
Building Quality. The Guide provides two voluntary tools for classifying office building
quality: a design specification for new office buildings; and an easy to use matrix for existing
buildings.

A Guide to Office Building Quality can be ordered from the Property Council website.
Please note, the Property Council produces quality grades solely to provide disaggregated

office market statistics — the Property Council does not release the grades of individual
buildings to the marketplace.
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DEFINITIONS

Total Marketable Stock

‘Marketable Stock’ is the total amount of owner occupied and leasable office space in a
designated commercial district, excluding areas in buildings not available for occupation at
the time of the survey (withdrawn for refurbishment, still under construction or unable to be
occupied). The minimum standard for inclusion on the survey is commercially acceptable
office space with or without central air conditioning.

NLA - Net Lettable Area

Net Lettable Area is defined in accordance with the Property Council’s Method of
Measurement. It covers only the net office component of buildings.

Refurbishment

Refurbishment is the upgrading of a building’s fabric and services with the aim of enhancing
its ability to compete effectively for tenants, improve rental growth, and maximise market
value. In most cases, this involves the modernisation of services, such as air conditioning,
lifts, electrical load capacity, and some cosmetic work to facades and interiors.

The Property Council distinguishes between two types of refurbishment:

1. Full Refurbishment occurs where a building is wholly vacated and withdrawn from
stock for the purpose of refurbishment.

2. Partial Refurbishment occurs where a building is partially vacated and withdrawn
from stock for the purpose of refurbishment.

Vacant Space

Areas of buildings available for occupation at the time of the Property Council’s six monthly

office survey. Space which is empty but unable to be occupied is not included in the

calculation of vacancies and marketable stock.

Vacant space is designated as being available either on a direct or sub-lease basis.

The definition of vacant space applies equally to each category.

Completion Date

Issue of a Certificate of Occupancy is the principal guide to a building’s completion date.
However, the Property Council also takes account of physical or legal obstacles to occupying
new buildings.

Effective completion hinges on a lessee’s ability to physically occupy the new premises.




Pre-commitment

A contractual commitment to occupy office space prior to a building’s completion or
refurbishment.

Every attempt is made to ensure pre-commitment figures in this report represent firm
commitments.

Under Construction

Buildings which are currently being developed. A building is deemed to be under
construction when development proceeds beyond the laying of footings.

Likely Projects

Development Projects which have a high probability of proceeding and whereby the office
space is expected to be supplied to the market by a nominated date.

Mooted Projects

Projects which cannot be considered likely to be completed by a nominated date at the time
of publication, however are anticipated to commence during the medium term.

Construction on Hold

Buildings on which construction has been halted and cannot be considered likely to
recommence and be completed by a nominated date at the time of publication.
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