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SUMMARY 

1. I have been instructed by Toby Hayes, Legal Counsel acting on behalf of City of 
Melbourne Council to provide expert evidence in relation to the City of Melbourne 
Planning Scheme Amendment C308 – Urban design in the Central City and Southbank 
(the Amendment).  

2. A summary of the key points from my evidence is provided below. 

3. The Amendment seeks to introduce controls to improve urban design outcomes of 
new developments in the CBD and Southbank.  One component of the Amendment 
relates to the location of off-street car parking in buildings.   

4. Specifically, Council is seeking to introduce requirements for parking in buildings in the 
CBD to be positioned underground and parking in buildings in Southbank to be sleeved 
with active uses and configured with higher ceilings so as to be adaptable for other 
uses in the future. 

5. I have been asked to provide advice in relation to the impact of these particular 
components of the proposed Amendment on the feasibility of residential and 
commercial development.   

6. Based on my analysis I have drawn the following conclusions: 

7. The Amendment is likely to result in higher construction costs as a result of the 
requirements to locate parking in basements in the CBD or in sleeved arrangements in 
Southbank.  The cost increases will be more significant for developments in the CBD. 

8. The parking requirements of the Amendment will reduce residual land values (RLVs) of 
potential development sites compared to those that might be achieved under the 
existing planning scheme requirements.  

9. In comparing these reduced RLVs with indicative existing use values for potential 
development sites, I find that the RLVs still generally exceed the EUV estimates. 

TABLE 1: FEASIBILITY FINDINGS – RESIDUAL LAND VALUES AND EXISTING USE VALUES 

Scenario Existing use value 
for development 
sites  
(per sqm site) 

RLV – C270 
(per sqm) 

RLV – C308 
(per sqm) 

RLV – C308 
reduced on-
site parking 
(per sqm) 

RLV – C308  
no on-site 
parking 
(per sqm) 

CBD  
Residential 

$5,000 to $10,000  $19,747   $16,782  $19,352  $24,480 

Southbank 
Residential 

$2,000 to $7,000  $19,810   $18,640  Not tested Not tested 

CBD 
Commercial 

$5,000 to $10,000  $12,522   $8,244  $10,302 
 

$13,565  

Southbank 
Commercial 

$2,000 to $7,000 $18,174 $17,681 Not tested Not tested 

 

10. For three scenarios – CBD Residential, Southbank Residential and Southbank 
Commercial – the C308 RLV exceeds the upper end of the EUV range estimate by a 
significant margin. 

11. For the CBD Commercial scenario, which has a much lower RLV under C270, the impact 
of the Amendment could be to reduce RLV for a commercial development to a level 
that is below the upper end of the EUV range.  This finding suggests the impacts of the 
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Amendment could be more significant for this particular development scenario.  
Potential development sites with higher existing use values will be unaffordable to 
developers of commercial office developments, based on the cost and revenue 
assumptions that have informed the RLV modelling. 

12. My analysis of scenarios with lower rates of on-site parking in the CBD suggests that 
the Amendment will incentivise developers to minimise the provision of parking.  The 
lower parking rate scenarios result in higher RLVs than the 'full' parking rate scenarios.  
This effect is seen for both the residential and commercial development scenarios. 

13. Based on this analysis I do not believe that the parking elements of the Amendment 
will be so detrimental to the RLV of development sites that it will prevent new 
development from occurring.  

14. Furthermore, the impact of the Amendment on the flow of new development will be 
softened by the significant 'pipeline' of approved planning applications and 
applications under consideration in the CBD and Southbank.  These existing 
development opportunities will not be impacted by the Amendment.  

15. Although not examined in my evidence, I note that the Amendment is likely to provide 
a range benefits.  These include: improved public realm quality, increased floor space 
capacity in the CBD and adaptable floor space Southbank.  These matters should be 
taken into consideration when assessing whether the Amendment would generate a 
net community benefit. 
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1. INTRODUCTION 

16. Credentials 

17. My full name is Andrew Frank Spencer and I am an Associate of SGS Economics & 
Planning Pty Ltd (SGS), based in the firm’s Melbourne office at Level 14, 222 Exhibition 
Street, Melbourne, Victoria. 

18. I hold the following academic qualifications: 

▪ Bachelor of Science (Geography) University of New South Wales, 2001 
▪ Bachelor of Arts (Comparative Development) University of New South Wales, 

2001 
▪ Master of Urban Design, Sydney University, 2009 
▪ Master of Analytics, RMIT University (in progress) 

19. I am an urban planner and urban designer with expertise in urban economics.  Over the 
past of 18 and a half years I have contributed to a wide range of housing, employment, 
strategic planning, urban design and urban economics assignment for local, state and 
federal governments and the private sector.  I have worked in this capacity in New 
South Wales for 10 years and Victoria for the past 8 and a half years.  

20. I have previously presented expert evidence at Planning Panels Victoria hearings. 

21. Additional information regarding my qualifications and experience is included in 
Attachment B. 

22. Instructions 

23. I have been instructed by Toby Hayes, Legal Counsel acting on behalf of City of 
Melbourne Council to provide expert evidence in relation to the City of Melbourne 
Planning Scheme Amendment C308 – Urban design in the Central City and Southbank 
(the Amendment).  

24. My instructions are reproduced at Appendix C.  
 

25. Background 

26. SGS Economics and Planning were engaged by the City of Melbourne on 13 December 
2018 to provide advice on three matters in relation to Amendment C308:  

▪ The impacts of the car parking elements of the Amendment on development 
feasibility 

▪ The benefits of the car parking elements of the Amendment, and 
▪ Whether the car parking elements of the Amendment would generate a net 

community benefit. 

27. I was subsequently asked to provide expert evidence in relation to the impact of the 
parking elements of the Amendment on the feasibility of residential and commercial 
development.   

28. Work under SGS’s engagement to assess the benefits of the car parking elements of 
the Amendment, and it would generate a net community benefit has not been 
completed at the time my evidence statement was prepared. 

29. In preparing this evidence statement I have been assisted by Sean Willian, Associate at 
SGS Economics and Planning. 
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30. I was also assisted by Luana Kenny of m3property.  Luana has provided peer review of 
this feasibility modelling, assumptions and outputs.  

 

31. Overview of evidence  

32. The evidence addresses the question of the likely impact of the Amendment on the 
feasibility of development in the CBD and Southbank, as a result of changes to the 
location of off-street car parking for residential and commercial buildings. 

33. The opinions in this expert evidence statement are my own. 
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2. PRELIMINARIES 

34. Overview of Amendment C308 

35. Amendment C308 seeks to introduce a suite of planning controls that are intended to 
improve the urban design outcomes of new developments in the CBD and Southbank.   

36. One component of the controls relates to the location of off-street car parking in 
buildings.  Specifically, Council is seeking to introduce requirements for parking in 
buildings in the CBD to be positioned underground and parking in buildings in 
Southbank to be sleeved with active uses and configured with higher ceilings as to be 
adaptable for other uses in the future. 

37. The Amendment includes other elements including: 

▪ Design requirements for building services at ground level 
▪ Extending the application of active frontage requirements  
▪ New requirements for the design of the lower levels of buildings. 

38. My analysis of the impacts of the Amendment on development feasibility is limited to 
consideration of the impacts of planning controls related to off-street car parking 
requirements.  
 

39. Impact of the off-street car parking requirements of the proposed Amendment on 
development feasibility 

40. To assess the impact of the parking elements of the Amendment on development 
feasibility I have modelled the impact of the proposed changes on the residual land 
values associated with hypothetical developments on sites: one in the CBD and one in 
Southbank. 

41. For the CBD site eight development scenarios were considered:  

▪ Two business-as-usual (BAU) scenarios, one residential and the other commercial, 
based on the current planning requirements;  

▪ Two alternative scenarios, one residential and one commercial, based on the car 
parking requirements of the Amendment, retaining the same rate of parking 
provision as the respective business-as-usual scenarios 

▪ Two further alternative scenarios, one residential and one commercial, based on 
the car parking requirements of the Amendment, but with parking provision at 
half the rate of the business-as-usual scenarios 

▪ Two additional alternative scenarios, one residential and one commercial, based 
on the car parking requirements of the Amendment, but assume no parking 
provision. 

42. For the Southbank site four development scenarios were considered:  

▪ Two business-as-usual (BAU) scenarios, one residential and the other commercial, 
based on the current planning requirements; and  

▪ Two alternative scenarios, one residential and commercial, based on the car 
parking requirements of the Amendment, retaining the same rate of parking 
provision as the respective business-as-usual scenarios. 

43. The parameters of these business-as-usual scenarios (gross floor space area, net floor 
space area, floor space type, count of parking spaces) were derived from ‘C270 
compliant’ designs provided by DKO Architects dated 11 February 2019.  I understand 
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that these hypothetical building designs are compliant with the requirements of the 
current City of Melbourne Planning Scheme. 

44. The parameters of the alternative scenarios were based on the ‘C308 compliant’ 
designs provided by DKO Architects dated 11 February 2019.  SGS made some 
modifications to the C308 designs to ensure differences between the two design were 
only the result of planning control changes that affect car parking (rather than 
differences resulting from other planning controls in the Amendment, for example, 
requirements related to building services or active frontages). 

45. For this reason, the detailed parameters of the C308 scenarios tested in this report 
may not align completely with those described in the evidence provided by DKO 
Architects.  
 

46. Residual land value analysis and development feasibility 

47. The test of development feasibility that will be used in my evidence will be to compare 
the residual land value (RLV) for a hypothetical development to the existing use value 
for a hypothetical development site. 

48. RLV is calculated by deducting all development costs including the developer’s margin 
for profit and risk from all revenues. This is shown conceptually in the figure below. 

 

49. In the above figure “gross return”, represented by the green area of the chart, is the 
total anticipated revenue from the sale (or lease) of the finished development.  The 
three cascading components to the right represent the costs incurred in gaining a 
development approval, developing the site, and selling to the market.  The residual 
land value, represented by the orange area, is the amount left over after the 
anticipated costs are deducted from the anticipated revenues. 

50. A development is considered feasible when a developer can afford to pay the 
incumbent land owner more than the existing use value (EUV).  EUV is the capitalised 
value of the site assuming the net revenue stream from the existing uses would 
continue in perpetuity.   

51. If a developer cannot afford to pay at least the existing use value (i.e. if RLV < EUV) an 
incumbent land owner would retain the site and the development would not take 
place.   
 

52. Impacts of additional cost of residual land values and development feasibility 

53. Where planning rules allow for a larger and higher value development than the existing 
use, a land seller may be in a position to extract a higher price for their land than just 
the EUV.  This is shown conceptually in the figure below.   
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54. The stacked bar chart on the left represents the development costs of a hypothetical 
development under ‘business as usual’ circumstances.  The total revenue is 
represented by the height of all the elements in the stacked bar chart.  The RLV is 
calculated by deducting all costs (other than the land cost) from the total revenue.  In 
this example the resulting RLV (‘Residual Land Value #1’) is higher than the existing use 
value, which is represented by the orange portion of the stacked bar on the far right of 
the figure.   

 
 

55. The difference between the ‘Residual Land Value #1’ and the ‘Existing use value’ is the 
increase in land value that a land owner would receive should they sell to a developer 
with aspirations to develop the site to a higher value use.  

56. The bar chart in the centre of the figure represents a situation where additional costs 
are incurred in the development as a result of a new planning controls that increase 
construction costs.   

57. For ease of explanation it has been assumed that the revenues for both the ‘business 
as usual’ and the ‘new planning controls’ development scenarios are equivalent.  The 
various costs are also the same in each of these hypothetical developments with the 
exception of the additional construction costs in the second hypothetical scenario that 
are represented by the dark grey bar.  The impact of these additional construction 
costs is to reduce the RLV to the level shown as ‘Residual Land Value #2’.   

58. In this hypothetical example, Residual Land Value #2 although lower than Residual 
Land Value #1 is still higher than the Existing use value.  We can conclude that the 
development would still be feasible.  We can draw this conclusion because the land 
owner would still receive a significant premium over the EUV and, under these 
circumstances a rational land owner would accept the lower RLV as this still provides a 
significantly higher return than that provided by the current use of the site.   

59. We would however conclude that the hypothetical development would become 
unfeasible if, as a result of the new planning controls and the higher cost, Residual 
Land Value #2 was reduced to a point where it was lower than the Existing use value. 
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60. Estimates of existing use values  

61. In order to determine a benchmark for the existing use value I asked Luana Kenny, 
National Director, Residential Development at m3property to provide high-level 
valuation advice for potential development sites in the CBD and Southbank.  Their 
findings are provided in the tables below.  

TABLE 2: SAMPLE OF EXISTING USE VALUES FOR THE CBD 

Location CBD site 1 
 

CBD site 2  La Trobe Street  Little Collins 
Street 

Site area (sqm) 1250 
 

2750  4050  1400 

Existing use 3 level building 
 

5 level building  Public Car Park  2 level building 

Assessed market income  $749,300  
 

 $1,381,050    $880,000    $428,550  

Capitalisation rate 6.25% 
 

5.75%  5.75%  5.75% 

Existing Use Value (EUV)  $12,000,000  
 

 $20,400,000    $14,700,000    $7,500,000  

EUV/sqm site area  $9,500  
 

 $7,400    $3,600    $5,300  

 

TABLE 3: SAMPLE OF EXISTING USE VALUES FOR SOUTHBANK 

Location Clarke Street, 
Southbank 

 
Site 1, 
Queensbridge 
Street 

 Site 2, 
Queensbridge 
Street 

 Clarendon 
Street 

Site area (sqm) 1800 
 

950  700  1300 

Existing use 2 level building 
 

2 level building  1 level building  Showroom 

Assessed market income  $751,800  
 

 $240,450    $193,750    $136,500  

Capitalisation rate 6.25% 
 

5.75%  5.75%  5.75% 

Existing Use Value (EUV)  $12,000,000  
 

 $4,200,000    $3,400,000    $2,700,000  

EUV/sqm site area  $6,700  
 

 $4,450    $4,800    $2,100  

 

62. This sample of existing use values for potential development sites suggests that 
existing use values expressed as rates per square metre of land area might vary from 
$5,000 to $10,000 per square metre in the CBD.  The average of the four sites is $6,450 
per square metre.  

63. For Southbank, based on the evidence gathered, existing use values are lower. Existing 
use values expressed as rates per square metre of land area might vary from $2,000 to 
almost $7,000 per square metre.  The average of the four sites is $4,500 per square 
metre.  

64. These values are indicative only and were provided by m3property based on desktop 
analysis and without externally or internally inspection of the properties in question.  
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3. IMPACT OF THE AMENDMENT 
ON RESIDUAL LAND VALUES 

 

65. The impact of the Amendment on the residual land values for the two case study sites 
is described below.   

66. Hypothetical development scenarios that comply with the existing planning scheme 
requirements are described as “C270” whereas those that address the requirements of 
the Amendment are described as “C380”.   

67. Hypothetical developments 

68. The C270 or business-as-usual hypothetical developments are based on the floorspace 
mix and rate of parking provision set out in the designs by DKO Architects (dated 11 
February 2019) that comply with existing planning scheme (C270).   

69. The assumptions used to inform the alternative scenarios, compliant with Amendment 
C308, are identical to the C270 developments, with two important exceptions: 

70. In the C308 Southbank alternative residential and commercial development scenarios 
the parking is located in the podium but sleeved with active uses. The total floorspace 
and the floorspace mix remains the same in both the C270 and C308 scenarios. 

71. In the CBD residential and commercial developments parking is located in basements 
and the podium floor space is treated as either additional residential or commercial 
floorspace.  The rate of parking provision (per dwelling of per square metre of 
commercial floor space) from the C270 developments is maintained in the C308 
developments. 

 

72. Case study 1: CBD residential development 

73. The CBD case study site is 588-600 Little Collins Street, Melbourne.  This site has an 
area of around 1,400 sqm.  

74. Within the CBD, C308 requires developments to locate car parking underground, 
rather than in podium levels.   

75. DKO provided a C270 compliant residential design and a C308 compliant design.  SGS 
adapted the C308 compliant design to ensure differences between the two design 
were only the result of planning control changes that affect car parking. 

76. The designs keep a constant FAR of 18, though total floor area is higher in the C308 
due to the additional underground levels (which are not included in the FAR 
calculation). 

77. The key parameters of the C270 and C308 development scenarios are set out in the 
tables below. 



 

 

Am C308: Evidence Statement of Andrew Spencer 8 

 

TABLE 4: DEVELOPMENT CHARACTERISTICS 
 

C270 
 

C308 

Site Area (sqm) 1,412 
 

1,412 

FAR 18 
 

18 

Number of dwellings 238 
 

291 

Retail NSA (sqm) 552 
 

552 

Residential NSA (sqm) 17,408 
 

21,302 

Carparks 99 
 

121 

Carparks to dwellings 0.42 
 

0.42 

Carparks to 100sqm NSA 0.57 
 

0.57 

Project Month Start 1 
 

1 

Project Month End 25 
 

31 

TABLE 5: GROSS FLOOR AREAS 
 

C270 
 

C308 

Parking above ground (sqm, gross)                   3,983                             -    

Parking sleeved (sqm, gross)                          -                               -    

Parking below ground (sqm, gross)                          -                        4,874  

Retail (sqm, gross)                   1,318                      1,318  

Commercial (sqm, gross)                          -                               -    

Residential (sqm, gross)                 20,099                    24,082  

Total (sqm, gross)                 25,400                    30,274  

 

78. The estimated costs, revenues and residual land values for both development 
scenarios are shown in the tables below. 

TABLE 6: COSTS 
 

C270 
 

C308 

Construction Costs  $67,155,690  
 

 $83,906,384  

Total Costs (excl profit, financing, and RLV)  $108,318,405  
 

 $132,639,993  

Finance Costs  $9,745,732  
 

 $13,457,922  

TABLE 7: REVENUES 
 

C270 
 

C308 

Parking above ground  $4,950,000   $-    

Parking stacked  $-     $-    

Parking below ground  $-     $6,057,306 

Retail  $11,040,000    $11,040,000  

NSA (commercial or residential)  $165,376,000    $202,370,298  

Total Revenues  $181,366,000    $219,467,603  
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TABLE 8: RESIDUAL LAND VALUE 
 

C270 
 

C308 

RLV  $27,882,623    $23,696,375  

RLV/sqm  $19,747    $16,782  

IRR 18.85%  18.56% 

Change in RLV    $4,186,248  

C308 RLV to C270 RLV   85% 

 

79. The impact of the Amendment is a reduction in RLV by around $4m or 15% from the 
anticipated RLV of the C270 compliant design.  Construction costs are higher due to 
higher costs of basement parking under C308.  Financing costs are also higher under 
C308 due to the longer construction time period and higher construction costs. 

80. Revenues are higher under C308 due to there being more residential NSA as a result of 
parking being located below ground in this scenario.  

81. Both scenarios maintain the targeted IRR of around 18% under C270 and C308.  This 
means the development provides a similar rate of return however the price a 
developer would be willing to pay for the site is reduced as a result of the Amendment.  
The price a developer would be willing to pay for the site has fallen from $19,700 to 
$16,800 sqm.  
 

82. Case study 2: Southbank residential development 

83. The Southbank case study site is a single site located at 58 Queensbridge Street, 
Southbank. This is a relatively large site of around 5,800 sqm in area. 

84. The C308 amendment would require buildings in Southbank to ‘sleeve’ car parking in 
podium levels with active uses.  This differs to current requirements where podium 
level parking can extend all the way to the public realm.   

85. DKO provided a C270 compliant residential design and a C308 compliant design.  SGS 
adapted the C308 compliant design to ensure differences between the two design 
were only the result of planning control changes that affect car parking.  The 
differences between the two scenarios are shown in the figures and tables below. 

TABLE 9: DEVELOPMENT CHARACTERISTICS 
 

C270 
 

C308 

Site Area (sqm) 5,829 
 

5,829 

FAR 18 
 

18 

Number of dwellings 1,104 
 

1,104 

Retail NSA (sqm) 2,826 
 

2,826 

Residential NSA (sqm) 68,453 
 

68,453 

Carparks 588 
 

588 

Carparks to dwellings 0.53 
 

0.53 

Carparks to 100sqm NSA 0.86 
 

0.86 

Project Month Start 1 
 

1 

Project Month End 25 
 

25 
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TABLE 10: GROSS FLOOR AREAS 
 

C270 
 

C308 

Parking above ground (sqm, gross)                 16,600                             -    

Parking sleeved (sqm, gross)                          -                      16,600  

Parking below ground (sqm, gross)                          -                               -    

Retail (sqm, gross)                   5,813                      5,813  

Commercial (sqm, gross)                          -                               -    

Residential (sqm, gross)                 82,339                    82,339  

Total (sqm, gross)              104,752                 104,752  

 

86. The estimated costs, revenues and residual land values for both development 
scenarios are shown in the tables below. 

TABLE 11: COSTS 
 

C270 
 

C308 

Construction Costs  $276,657,900  
 

 $282,799,900  

Total Costs (excl profit, financing, and RLV)  $445,553,396  
 

 $451,404,918  

Finance Costs  $40,208,257  
 

 $39,643,084  

TABLE 12: REVENUES 

 C270  C308 

Parking above ground  $35,280,000    $35,280,000  

Parking stacked  $-    
 

 $-    

Parking below ground  $-    
 

 $-    

Retail  $56,520,000  
 

 $56,520,000  

NSA (commercial or residential)  $650,303,500  
 

 $650,303,500  

Total Revenues  $742,103,500  
 

 $742,103,500  

TABLE 13: RESIDUAL LAND VALUE 
 

C270 
 

C308 

RLV  $115,470,967    $108,651,577  

RLV/sqm  $19,810    $18,640  

IRR 18.26%  18.68% 

Change in RLV    $6,819,390  

C308 RLV to C270 RLV   94% 

 

87. The modelling finds that the under the Amendment, RLV falls by around 6% or $7m. 
This is equivalent of RLV per sqm falling from around $19,800 to $18,600. 

88. This fall is attributable to the higher construction costs of sleeved parking. Revenues 
remain the same as the same amount of NSA is achieved under C308 as C207. 

89. IRR is maintained at around 18% for both development scenarios meaning both 
developments provide a similar return on investment, albeit with a lower RLV for the 
C308 scenario.   
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90. Case study 3: CBD commercial development  

91. The modelling of a commercial development is based on the same CBD site at 588-600 
Little Collins Street.   

92. DKO provided a C270 compliant residential design and a C308 compliant design.  SGS 
adapted the C308 compliant design to ensure differences between the two design 
were only the result of planning control changes that affect car parking. 

93. Both designs accommodate a FAR of 16 under C270 and C308, however gross floor 
area is around 4,000 sqm higher under C308 due to the parking being located 
underground parking.  This additional floorspace in the C308 scenario is allocated to 
commercial office space.   

94. The differences between the C270 and C308 development scenarios are shown in the 
tables below.  The C308 development takes six months longer due to the need to 
provide basement parking. 

TABLE 14: DEVELOPMENT CHARACTERISTICS 
 

C270 
 

C308 

Site Area (sqm) 1,412 
 

1,412 

FAR 16 
 

16 

Number of dwellings 0 
 

0 

Retail NSA (sqm) 473 
 

473 

NSA (commercial or residential) (sqm) 15,979 
 

19,553 

Carparks 90 
 

110 

Carparks to 100sqm NSA 0.56 
 

0.56 

Project Month Start 1 
 

1 

Project Month End 25 
 

31 

TABLE 15: GROSS FLOOR AREAS 
 

C270 
 

C308 

Parking above ground (sqm, gross)                   4,025                             -    

Parking sleeved (sqm, gross)                          -                               -    

Parking below ground (sqm, gross)                          -                        4,925  

Retail (sqm, gross)                   1,047                      1,047  

Commercial (sqm, gross)                 17,993                    22,018  

Residential (sqm, gross)                          -                               -    

Total (sqm, gross)                 23,065                    27,990  

 

95. The estimated costs, revenues and residual land values for both development 
scenarios are shown in the tables below. 
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TABLE 16: COSTS 
 

C270 
 

C308 

Construction Costs  $61,769,150  
 

 $79,098,977  

Total Costs (excl profit, financing, and RLV)  $95,478,106  
 

 $118,937,103  

Finance Costs  $7,701,786  
 

 $10,495,780  

TABLE 17: REVENUES 
 

C270 
 

C308 

Parking above ground  $7,200,000    $-    

Parking stacked  $-      $-    

Parking below ground  $-      $8,810,626  

Retail  $9,460,000    $9,460,000  

NSA (commercial or residential)  $131,027,800    $160,338,471  

Total Revenues  $147,687,800    $178,609,097  

TABLE 18: RESIDUAL LAND VALUE 
 

C270 
 

C308 

RLV  $17,681,135    $11,640,697  

RLV/sqm  $12,522    $8,244  

IRR 18.25%  18.21% 

Change in RLV    $6,040,439  

C308 RLV to C270 RLV   66% 

 

96. The impact of the Amendment is a reduction in RLV of around $6m.  Construction costs 
are higher due to higher costs of basement parking under C308.  Financing costs are 
also higher under C308 due to the longer construction time period and higher 
construction costs. 

97. Revenues are higher under C308 due to more commercial NSA as a result of parking 
being located below ground in this scenario.  

98. Both scenarios meet the targeted IRR of 18%.  Both scenarios provide a similar rate of 
return however the price a developer would be willing to pay for the site is reduced as 
a result of the Amendment.  RLV falls from $18m under C270 to $12m under C308, or 
in per sqm terms, from $12,500 sqm to $8,200 sqm. 
 

99. Case study 4: Southbank commercial development  

100. The modelling of a commercial development is based on the same Southbank site at 58 
Queensbridge Street.  

101. DKO provided a C270 compliant residential design and a C308 compliant design.  SGS 
adapted the C308 compliant design to ensure differences between the two design 
were only the result of planning control changes that affect car parking.  The 
differences between the C270 and C308 development scenarios are shown in the 
tables below.   

102. DKO’s C270 compliant design has a FAR of 18 with around 5,600 sqm NSA of retail 
space, 84,000 sqm NSA of commercial office space, and 561 carparks.  The C308 
development has the same total floor space but the parking is sleeved which means 
construction costs are higher. Accordingly, NSA and revenues remain the same under 
C308.  The project timelines are identical between C270 and C308. 
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TABLE 19: DEVELOPMENT CHARACTERISTICS 
 

C270 
 

C308 

Site Area (sqm) 5,829 
 

5,829 

FAR 18 
 

18 

Number of dwellings 0 
 

0 

Retail NSA (sqm) 3,713 
 

3,713 

Commercial NSA (sqm) 78,336 
 

78,336 

Carparks 561 
 

561 

Carparks to 100sqm NSA 0.72 
 

0.72 

Project Month Start 1 
 

1 

Project Month End 25 
 

25 

TABLE 20: GROSS FLOOR AREAS 
 

C270 
 

C308 

Parking above ground (sqm, gross)                 15,595                             -    

Parking sleeved (sqm, gross)                          -                      15,595  

Parking below ground (sqm, gross)                          -                               -    

Retail (sqm, gross)                   5,694                      5,694  

Commercial (sqm, gross)                 83,769                    83,769  

Residential (sqm, gross)                          -                               -    

Total (sqm, gross)              105,058                 105,058  

 

103. The estimated costs, revenues and residual land values for both development 
scenarios are shown in the tables below. 

TABLE 21: COSTS 
 

C270 
 

C308 

Construction Costs  $288,298,950    $294,069,100  

Total Costs (excl profit, financing, and RLV)  $458,102,330    $464,246,757  

Finance Costs  $39,663,429    $39,651,560  

TABLE 22: REVENUES 
 

C270 
 

C308 

Parking above ground  $39,270,000    $39,270,000  

Parking stacked  $-      $-    

Parking below ground  $-      $-    

Retail  $74,260,000    $74,260,000  

NSA (commercial or residential)  $634,521,600    $634,521,600  

Total Revenues  $748,051,600    $748,051,600  
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TABLE 23: RESIDUAL LAND VALUE 
 

C270 
 

C308 

RLV $105,933,770  $103,061,753 

RLV/sqm $18,174  $17,681 

IRR 18.90%  18.55% 

Change in RLV   $2,872,017 

C308 RLV to C270 RLV   97% 

 

104. Despite the lower gross floor area, under C308, construction costs are higher due to 
the higher costs sleeving parking per sqm. Consequently, total costs (excluding profit, 
financing, and RLV) are also higher. Financing costs are slightly lower under C308, 
largely due to lower RLV. 

105. Both scenarios achieve the target IRR of 18%.  Under the C308 scenario this results in a 
lower RLV of $103m compared to $106m under C270 – a reduction of 3%.  This is 
equivalent to a drop in RLV/sqm from $18,200 to $17,700.  
 

106. Impact of lower rates of parking provision on residual land values in the CBD 

107. Given the impact of the Amendment would be to reduce residual land values, 
particularly in the CBD, this will create an incentive for developers to reduce the 
amount of on-site parking provided. 

108. To explore the impact of lower rate of parking provision on RLVs I have tested two 
additional scenarios – for both residential and commercial development – with lower 
parking rates than those contained in DKO’s C270 designs. This first additional scenario 
halves the rate of car parking and the second additional scenario assumes no on-site 
parking is provided. 

109. Reducing or removing parking reduces both construction costs and total development 
revenues. 

110. The results of testing these additional scenarios are outlined in the tables below.   

111. The findings for both residential and commercial developments suggest that the C308 
RLV per sqm rates will increase as parking provision is reduced.  Faced with the 
prospect of providing basement parking, developers therefore may look to provide 
lower rates of parking to reduce costs, thereby increasing the RLV and raising the price 
they can afford to pay for a development site. 

TABLE 24: CBD RESIDENTIAL – C270, C308, C308 LOWER PARKING, C308 NO PARKING 
 

C270 C308 
 

C308 
50% parking 
rate 

C308 
no parking 

Carparks to dwellings 0.42 0.42 0.21 0.00 

RLV  $27,882,422   $23,696,375   $27,325,664  $34,565,546    

RLV/sqm  $19,747   $16,782   $19,352  $24,480 

IRR 18.85% 18.56% 18.93% 18.96% 

Change in RLV -  ($4,186,248)   $556,941   $6,682,942 

C308 RLV to C270 RLV - 85% 98% 124% 
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TABLE 25: CBD COMMERCIAL – C270, C308, C308 LOWER PARKING, C308 NO PARKING 
 

C270 C308 
 

C308 
50% parking 
rate 

C308 
no parking 

Carparks to 100 sqm commercial NSA 0.56 0.56 0.28 0.00 

RLV  $17,681,135   $11,640,697   $14,546,596  $19,153,133  

RLV/sqm  $12,522   $8,244   $10,302   $13,565  

IRR 18.25% 18.21% 18.28% 18.86% 

Change in RLV - ($6,040,439)   ($3,134,555)  $1,471,998  

C308 RLV to C270 RLV - 66% 82% 108% 
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4. IMPACT OF THE AMENDMENT 
ON DEVELOPMENT FEASIBILITY 

112. Existing use values and residual land values compared  

113. As noted earlier in my evidence the test of development feasibility that will be used will 
be to compare the residual land value (RLV) for hypothetical developments that 
comply with the requirements of C308 with existing use values for potential 
development sites. 

114. The tables below compare the RLVs for both the C270 and C308 hypothetical 
developments to the existing use values of potential development sites. 

TABLE 26: SUMMARY OF FEASIBILITY FINDINGS – CBD RESIDENTIAL  
 

Existing use value 
for development 
sites (range) 

C270 C308 C308 reduced 
on-site 
parking 

C308  
no on-site 
parking 

RLV -  $27,882,422   $23,696,375   $27,325,664   $34,565,573  

RLV/sqm $5,000 to $10,000  $19,747   $16,782   $19,352   $24,480  

Change in RLV - -  ($4,186,248)   ($556,941)  $6,682,951  

 % of C270 RLV - - 85% 98% 124% 

TABLE 27: SUMMARY OF FEASIBILITY FINDINGS – SOUTHBANK RESIDENTIAL  
 

Existing use value 
for development 
sites (range) 

C270 C308 

RLV - $115,470,967  $108,651,577  

RLV/sqm $2,000 to $7,000  $19,810   $18,640  

Change in RLV - -  ($6,819,390)  

 % of C270 RLV - - 94% 

TABLE 28: SUMMARY OF FEASIBILITY FINDINGS – CBD COMMERCIAL 
 

Existing use value 
for development 
sites (range) 

C270 C308 C308 reduced 
on-site 
parking 

C308  
no on-site 
parking 

RLV -  $17,681,135   $11,640,697   $14,546,596   $19,153,133  

RLV/sqm $5,000 to $10,000  $12,522   $8,244   $10,302   $13,565  

Change in RLV - -  ($6,040,439)   ($3,134,555)  $1,471,998  

 % of C270 RLV - - 66% 82% 108% 
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TABLE 29: SUMMARY OF FEASIBILITY FINDINGS – SOUTHBANK COMMERCIAL 
 

Existing use value 
for development 
sites (range) 

C270 C308 

RLV - $105,933,770 $103,061,753 

RLV/sqm $2,000 to $7,000 $18,174 $17,681 

Change in RLV - - ($2,872,017) 

 % of C270 RLV - - 97% 

 

115. In general, the impact of Amendment C308 is a reduction in residual land values.   

116. The smallest impact is on the hypothetical commercial development at Southbank 
where RLV falls by 3%.  The impact on hypothetical residential development in 
Southbank is a reduction in RLV of 6%. 

117. The impacts for the CBD case studies are more apparent than Southbank.  The 
difference between the C270 development scenarios and the ‘base’ C308 development 
scenarios are 15% for the residential development and 34% for the commercial 
development.  The additional costs of basement parking and longer construction 
timeframe are the main drivers of lower RLVs. However, modelling of lower rates of 
parking provision suggests that the reduction in RLV could be mitigated in part by 
reducing on-site parking provision.  

118. While the C308 development scenarios exhibit lower RLV per sqm compared to the 
C270 scenarios, the reduced RLVs per sqm are above or within estimated existing use 
values ranges for potential development sites.  This suggests that rational land sellers 
would still receive sufficient incentive to sell their land despite the reduction in RLV 
(the maximum price a rational developer can afford to pay to secure the site). 

119. Therefore, I conclude that, while the Amendment is likely to reduce the RLV of 
development sites, it is unlikely that this reduction will be so significant as to prevent 
new development from occurring.  Some potential development sites that are close to 
the margins of being feasible, that is, their existing use value is very close to the C270 
RLV, may become unfeasible.  But I would not anticipate that these circumstances 
would apply to a significant number of such sites. 

 

120. Conclusion 

121. Based on the analysis outlined above I have drawn the following conclusions: 

122. The Amendment is likely to result in higher construction costs as a result of the 
requirements to locate parking in basements in the CBD or in sleeved arrangements in 
Southbank.  The cost increases will be more significant for developments in the CBD. 

123. The parking requirements of the Amendment will reduce residual land values (RLVs) of 
potential development sites compared to those that might be achieved under the 
existing planning scheme requirements.  

124. In comparing these reduced RLVs with indicative existing use values for potential 
development sites, I find that the RLVs still generally exceed the EUV estimates. 
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TABLE 30: FEASIBILITY FINDINGS – RESIDUAL LAND VALUES AND EXISTING USE VALUES 

Scenario Existing use value 
for development 
sites  
(per sqm site) 

RLV – C270 
(per sqm) 

RLV – C308 
(per sqm) 

RLV – C308 
reduced on-
site parking 
(per sqm) 

RLV – C308  
no on-site 
parking 
(per sqm) 

CBD  
Residential 

$5,000 to $10,000  $19,747   $16,782   $19,352   $18,941 

Southbank 
Residential 

$2,000 to $7,000  $19,810   $18,640  Not tested Not tested 

CBD 
Commercial 

$5,000 to $10,000  $12,522   $8,244  $10,302 $13,565 

Southbank 
Commercial 

$2,000 to $7,000 $18,174 $17,681 Not tested Not tested 

 

125. For three scenarios – CBD Residential, Southbank Residential and Southbank 
Commercial – the C308 RLV exceeds the upper end of the EUV range estimate by a 
significant margin. 

126. For the CBD Commercial scenario, which has a much lower RLV under C270, the impact 
of the Amendment could be to reduce RLV for a commercial development to a level 
that is below the upper end of the EUV range.  This finding suggests the impacts of the 
Amendment could be more significant for this particular development scenario.  
Potential development sites with higher existing use values will be unaffordable to 
developers of commercial office developments, based on the cost and revenue 
assumptions that have informed the RLV modelling. 

127. My analysis of scenarios with lower rates of on-site parking in the CBD suggests that 
the Amendment will incentivise developers to minimise the provision of parking.  The 
lower parking rate scenarios result in higher RLVs than the 'full' parking rate scenarios.  
This effect is seen for both the residential and commercial development scenarios. 

128. Based on this analysis I do not believe that the parking elements of the Amendment 
will be so detrimental to the RLV of development sites that it will prevent new 
development from occurring.  

129. Furthermore, the impact of the Amendment on the flow of new development will be 
softened by the significant 'pipeline' of approved planning applications and 
applications under consideration in the CBD and Southbank.  These existing 
development opportunities will not be impacted by the Amendment.  

130. Although not examined in my evidence, I note that the Amendment is likely to provide 
a range benefits.  These include: improved public realm quality, increased floor space 
capacity in the CBD and adaptable floor space Southbank.  These matters should be 
taken into consideration when assessing whether the Amendment will generate a net 
community benefit. 
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APPENDIX A:  
PLANNING PANELS VICTORIA 
EXPERT WITNESS DECLARATION 

a) The name and address of the expert 

Andrew Frank Spencer 

SGS Economics & Planning Pty Ltd 

Level 14, 222 Exhibition Street 

Melbourne 

 

b) The expert's qualifications and experience 

Bachelor of Science (Geography) University of New South Wales, 2001 

Bachelor of Arts (Comparative Development) University of New South Wales, 2001 

Master of Urban Design, Sydney University, 2009 

Master of Analytics, RMIT University (in progress) 
 

c) The expert's area of expertise to make the report 

Andrew is an urban planner and urban designer with expertise in urban economics.  Andrew’s 
career spans 18 and a half years in consulting and public sector roles.  Andrew has been 
responsible for preparing a wide variety of economic appraisals including feasibility studies, 
cost benefit analyses and policy advice on development contributions and value capture.  
Andrew has prepared a range of urban capacity studies and employment land studies for 
Council’s and state government in New South Wales and Victoria over the past 10 years. 
 

d) Other significant contributors to the report and where necessary outlining their expertise 

In preparing this evidence statement I have been assisted by Sean Williams, Associate at SGS 
Economics and Planning.  Sean is an economist with a Bachelor of Economics (ANU) and is 
currently completing a Master of Economics at the University of New South Wales. 

I was also assisted by Luana Kenny of m3property.  Luana is National Director, Residential 
Development, a Certified Practising Valuer, and an Associate of the Australian, Property 
Institute (AAPI). She holds a Bachelor of Business (Property) from RMIT. 
 

e) Instructions that define the scope of the report 

My instructions in this matter were provided by Toby Hayes, Legal Counsel acting on behalf of 
the City of Melbourne (see Appendix C).  
 

f) The facts, matters and all assumptions upon which the report proceeds 

All these matters are detailed in my evidence statement. 
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g) Reference to those documents and other materials the expert has been instructed to 
consider or take into account in preparing the report, and the literature or other material 
used in making the report 

All these matters are detailed in my evidence statement. 

h) Provisional opinions that have not been fully researched for any reason (identifying the 
reason why such opinions have not been or cannot be fully researched) 

These matters are detailed in my evidence statement. 
 

i) Questions falling outside the expert's expertise and also a statement indicating whether 
the report is incomplete or inaccurate in any respect 

None.   

 

I have made all the inquiries that I believe are desirable and appropriate and no matters of 
significance which I regard as relevant have to my knowledge been withheld from the Panel. 

 

Name: Andrew Spencer 

Date: 19 February 2019 
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APPENDIX B: CV 

 
Andrew Spencer 
Senior Associate  
Bachelor of Science (Geography) (UNSW) 
Bachelor of Arts (Comparative Development) (UNSW) 
Master of Urban Design (Sydney University) 
Master of Analytics (in progress) (RMIT) 
 

Andrew’s expertise spans strategic planning, urban design and urban economics, with 18 and 
a half years experience in both consulting and public sector roles.    

Andrew has been responsible for preparing a wide variety of economic appraisals includes 
feasibility studies, cost benefit analyses and policy advice on development contributions and 
value capture.  Andrew managed cost benefit analyses of two key policy initiatives for the 
Victorian State Government: the Better Apartment Design Standards and the proposed 
changes to the built form controls and value capture arrangements for central Melbourne 
(City of Melbourne Planning Scheme Amendment C270).  Both projects demonstrated a net 
community benefit as a result of these policy initiatives. 

Andrew has also contributed to a range of employment land studies in New South Wales and 
Victoria over the past 10 years. Recent projects have included the West Melbourne Structure 
Plan for the City of Melbourne (2017), the Spatial Economic and Employment Strategy for the 
City of Yarra (2018) and the Gordon and Mephan Precinct Framework Plan for Maribyrnong 
City Council. 

Andrew has taken lead roles in numerous housing policy projects in Victoria and New South 
Wales, including the Housing Capacity Assessment project, undertaken for the Victorian State 
Government. This project examined Melbourne’s existing urban areas to understand the 
potential housing supply under existing policy settings. 

In 2015 Andrew was seconded to the NSW Department of Planning and the Environment to 
assist in the development of Sydney’s six District Plans. This role involved close liaison with 
departmental staff over a period of several months to collate various data sources into a 
unified set of long term housing projections. 

Andrew was a central part of the team that delivered the influential State of the Market 
report for Landcom in New South Wales. This project involved analysis of the housing market 
and development conditions within the established areas of metropolitan Sydney. Research 
was undertaken to investigate barriers to infill housing supply in the metropolitan area and to 
identify the potential role for the government’s development agency to unlocking housing 
supply in policy preferred locations.  

Andrew also led a project for AHURI and the Residential Development Council which helped 
them gain a broader understanding of the issues affecting the performance of Australia’s 
capital cities in achieving infill housing targets. Andrew conducted research to deepen the 
evidence base on factors that influence infill housing supply. The research used an 
Investigative Panel process designed to interrogate a specific question through direct 
engagement between expert panel members. 

Other commission have included an assessment of options for funding affordable housing for 
the NSW Department of Premier and Cabinet, a wide range of site specific and strategic 
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feasibility assessment assignments for Councils in Victoria and New South Wales, and the 
preparation of policy advice and expert evidence. 

Andrew has close ties with Melbourne University where he has taught planning theory and 
urban design studies. He contributed to ‘Transforming Housing’ a major research project on 
affordable housing, preparing a research paper on a range of planning mechanism that 
support social and affordable housing, including densities bonuses, value capture and 
inclusion housing policies. 

Prior to working for SGS, Andrew held roles at the NSW Department of Urban Affairs and 
Planning, the Urban Design Advisory Service, HASSELL, COX Architecture, and the NSW Cities 
Taskforce. 

Selected project experience: 

Employment land studies 

▪ Spatial Economic and Employment Strategy – City of Yarra (2018) 
▪ Industrial land analysis for new zones – Launceston City Council (TAS) (2017) 
▪ West Melbourne Structure Plan – City of Melbourne (2017) 
▪ Peer review of Southport Priority Development Area Development Scheme – City of Gold 

Coast (2014) 
▪ Implications of VPP employent zone changes – City of Yarra (2012) 
▪ Strathfield Economic Land Use and Employment Study – Strathfield Council (NSW) (2009) 
▪ Housing and Employment Study –City of Canada Bay (NSW) (2008) 
▪ Strategic Planning Study – City of Botany Bay (NSW) (2007) 

 

Capacity studies 

▪ Residential Capacity in Activity Centres model, 2018, City of Yarra, Melbourne 
▪ Monash Housing Capacity Assessment – Monash City Council (2016) 
▪ Peer review of City of Yarra Capacity testing methodology, 2014, City of Yarra, Melbourne 
▪ Housing Capacity Assessment, 2010, Department of Planning and Community 

Development Melbourne  
▪ Housing Capacity Assessment Pilot Project Melbourne, 2009, Department of Planning and 

Community  
▪ Housing and Employment Capacity Study, 2008, City of Canada Bay, Sydney 
▪ Housing Capacity Study, 2007, City of Botany Bay, Sydney 

 
Housing studies 

▪ Cessnock Housing Study – Cessnock City Council (2016) 
▪ Ballarat Infill Housing Study – Ballarat City Council (2014) 
▪ Lower Hunter Urban Renewal framework – DP&I (NSW) (2013) 
▪ State of the Market Report – Urban Growth NSW (2012) 

 
Cost benefit analysis 

▪ Economic Analysis of Apartment Design Policy – Department of Planning (WA) (2018) 
▪ Passenger Rail Improvements Economic Analysis – Greater Shepparton Council (2017)  
▪ Central City Built Form Review (Am C270) – DELWP (2016)  
▪ Increased greenfield minimum densities – cost benefit analysis – DELWP (2016) 
▪ South Road Expressway Alignment Study – DIPTI (South Australia) (2015) 

 

Feasiblity studies 

▪ Hobart building height and feasibility study – Property Council (2019) 
▪ Moonee Ponds Activity Centre feasibility analysis – Moonee Valley Council (2018)  
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▪ Development Feasibility study – Regenerate Christchurch (2018) 
▪ Housing Market Review – Penrith City Council (NSW) (2017) 
▪ Impact of affordable housing and development contribution on development feasibility – 

Department of Planning and Environment (NSW) (2017)  

 
Development contributions and value capture 

▪ Impact of regional greenfield ICP levies – DELWP (2018) 
▪ Peer review of ICP levy method and rates – DELWP (2016)  
▪ Bankstown to Liverpool corridor: value capture options – Transport for NSW (2016) 
▪ Funding options for CBD public realm improvements – City of Adelaide (2014) 
▪ Economics aspects of design 
▪ Valueing urban design on the Gold Coast – Gold Coast Council (2017) 
▪ Better Apartments economic appraisal – DELWP (2016) 
▪ Benefits of Wayfinding – City of Melbourne (2015) 

 

Car parking 

▪ Impact of Paid Parking on the Viability of Activity Centres – City of Yarra  
▪ Cash-in-lieu of parking for sustainable transport – Moonee Valley City Council 
▪ Paid Parking Policy - City of Port Phillip 
▪ Economic impacts of removing parking charges - City of Greater Geelong  

 

Teaching and research 

▪ Development economics and finance – 2018 (UNSW) 
▪ Architectural Professional Practice – 2017 (RMIT) 
▪ Transforming Housing – 2016 (Melbourne University)  
▪ Planning Theory and History – 2011 to 2013 (Melbourne University) 
▪ Economies of City and Regions – 2012 (Melbourne University) 
▪ Housing intensification and multi-dwelling housing typologies – 2009 (Masters 

Dissertation, Sydney University) 
 

Expert evidence experience (Planning Panels Victoria and other hearings): 

▪ City of Yarra Amendment C220: Johnston Street Strucuture Plan 
▪ City of Maribyrnong Amendment C143: Gordon and Mephan Street structure plan 
▪ City of Monash Planning Scheme Amendment C125: new residential zones and 

development standard (2016) 
▪ Moonee Valley Planning Scheme Amendment C132: Moonee Ponds Activity Centre 

Parking (2016) 
▪ Flemington Hill and Epsom Road Advisory Committee: Evidence on on municipal 

boundaries, development contributions and open space (2015) 
 

Publications: 

▪ Spiller, M., Mackevicius, L. and Spencer, A. (2018) Development contributions for 
affordable housing: theory and implementation.  SGS Economics and Planning Occasional 
Paper.   

▪ Spiller, M., Fensham, P. and Spencer, A. (2017) Value capture through development 
licence fees.  SGS Economics and Planning Occasional Paper.  () 

▪ Spencer, A. (2015) Land capture, value sharing and inclusionary housing policies: Options 
for increasing the supply of affordable housing in Melbourne.  Prepared for Transforming 
Housing research project, Melbourne University. 
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▪ Sheko, S., Martel, A. and Spencer, A. (2015) Policy, Planning and Financing Options for 
Affordable Housing in Melbourne. Prepared for Transforming Housing research project, 
Melbourne University.  

▪ Schmahmann, L., Gill, J. and Spencer, A. (2015) Urban or suburban? Examining the density 
of Australian cities in a global context. State of Paper presented at the State of Australian 
Cities Conference, Australian Cities Research Network.   
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APPENDIX C: INSTRUCTIONS 

CONFIDENTIAL 

17 February 2019 

 

Mr Andrew Spencer 

Associate 

SGS Economics and Planning 

Sent via e-mail to Andrew.Spencer@sgsep.com.au 

 

Dear Andrew 

 

Melbourne Planning Scheme Amendment C308 Panel Hearing 

 

Melbourne City Council (Council) writes to you in respect of Amendment C308 

and its revised approach to urban design in the central city and Southbank, 

available at: https://participate.melbourne.vic.gov.au/amendmentc308 

 

By this letter, Council briefs you as an expert to review the materials including the 

Central Melbourne Design Guide, prepare a draft report (and ultimately a final 

report) and most likely, appear at the Panel Hearing which is listed from 25 

February to 8 March 2019. 

 

I understand that Council’s Urban Strategy Branch will provide you with a hard 

copy of the materials as you requested.  If you do not receive these or require 

anything further or wish to discuss this matter, please contact Rose Semmler 

(rose.semmler@melbourne.vic.gov.au, 9658 8054). 

 

Thank you for your assistance  

 

Yours sincerely 

 

 

Toby Hayes  

Legal Counsel 

Telephone 9658-9864 

Facsimile 9658-9446 

E-mail toby.hayes@melbourne.vic.gov.au 

Website www.melbourne.vic.gov.au 

mailto:rose.semmler@melbourne.vic.gov.au
mailto:toby.hayes@melbourne.vic.gov.au
http://www.melbourne.vic.gov.au/
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APPENDIX D: FEASIBILITY 
ASSUMPTIONS  

131. Development feasibility modelling 

132. SGS utilised an in-house development feasibility model to test the feasibility 
implications of the parking elements of the Amendment. 

133. The operation of the model, the assumptions and inputs were peer review by Luana 
Kenny of m3property in preparing this evidence statement. 

134. This model uses a discounted cash flow approaches to measure the internal rate of 
return of a hypothetical development and calculate residual land value.   

135. Residual land value is calculated as the dollar amount left over once all expected 
revenues and (other) costs (including a profit) have been accounted for. Therefore, RLV 
represents the most a developer would pay for the land and still turn a profit.  

136. Internal rate of return is calculated as the differences between costs and revenues in 
each period over the project, discounted back to the present day.  

137. Hurdle rate for internal rate of return (IRR) 

138. We have targeted an internal rate of return which provides the developer with a 
reasonable rate of profit of around 18%.  An IRR of 18% is a typical target used by 
valuers but is lower than a typical development feasibility hurdle IRR of 20%. 

139. We have assumed funding is 100% debt based (i.e. no developer equity) as this allows 
for easier comparison across scenarios. In reality, some equity funding would be 
required in order for the developer to obtain bank finance. This equity would reduce 
the finance cost and improve the IRR of the development. 

140. Assumptions and inputs 

141. The table below outlines the key construction cost assumptions. 

Construction cost item   $/sqm (gross) Source 

Parking above ground                              $630  Rawlinsons 2018 (undercroft) 

Parking sleeved $1,000  Estimate 

Parking below ground $1,500  Rawlinsons 2018 (fully underground) 

Retail                           $3,300  Rawlinsons 2018 (ground level arcade) 

Commercial                       $3,100  Rawlinsons 2018 (finished floor, high density) 

Residential                           $3,000  Rawlinsons 2018 (high standard, high density) 

 

142. The table below outlines other cost assumptions 
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Cost item Rate Rate applied to 

Professional services 8.0% Construction cost 

Financing establishment fee 1.0% Construction cost 

Financing costs 100.0% From cash flow module 

Marketing 5.0% Revenue 

Profit (selected to target an IRR) Typically 20%-30% All costs 

Contingency 5.0% Construction cost 

GST 9.1% Revenue 

Conveyancing 0.1% Construction cost 

Development contribution 1.5% Construction cost 

Open space 7.1% RLV 

Stamp duty 5.5% RLV 

Rates 3.0% RLV 

 

143. The table below outlines the key revenue assumptions. These rates are applied to net 
saleable floor area.  These rates are exclusive of revenue from car parking. 

Use GRV per sqm net saleable area 
CBD 

GRV per sqm net saleable area 

Southbank 

Retail  $20,000 $20,000 

Commercial  $8,200 $8,100 

Residential $9,500 $9,500 

 

144. The table below outlines the Car park GRV per parking space. 

Car park configuration  Southbank 
residential 

CBD 
residential 

Southbank 
commercial 

CBD 
commercial 

Parking above ground (per space)  $60,000  $50,000 $70,000 $80,000 

Parking below ground (per space)  $60,000  $50,000 $70,000 $80,000 
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Contact us 
   

CANBERRA 
Level 2, 28-36 Ainslie Place 
Canberra ACT 2601 
+61 2 6257 4525 
sgsact@sgsep.com.au 

HOBART 
PO Box 123 
Franklin TAS 7113 
+61 421 372 940 
sgstas@sgsep.com.au 

MELBOURNE 
Level 14, 222 Exhibition St 
Melbourne VIC 3000 
+61 3 8616 0331 
sgsvic@sgsep.com.au 

SYDNEY 
209/50 Holt St 
Surry Hills NSW 2010 
+61 2 8307 0121 
sgsnsw@sgsep.com.au 

 


