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Executive summary 

Background  

Willoughby City Council (Council) is pursuing a revised Voluntary Planning Agreement (VPA) policy 
to apply infrastructure contribution mechanisms in response to growth in the Chatswood CBD. 

To meet the anticipated growth, Council has developed a community infrastructure works schedule 
for the Chatswood CBD. The total cost of works in the schedule is approximately $345 million. This 
infrastructure woks schedule aims to support the Chatswood CBD Planning and Urban Design 
Strategy 2036 (CBD Strategy).  

The CBD Strategy was partially endorsed by the Department of Planning, Industry and Environment 
(Department) on 9 August 2019. The partial endorsement of the strategy is due to the reference to 
value capture approach in VPAs. The Department advised it does not support this funding approach. 
The Department also recommended further consultation and design studies are progressed for the 
proposed expansion and land use changes in the CBD core.  

Council resolved to investigate an alternative mechanism consisting of a community infrastructure 
scheme (CIS).  

GLN Planning and Atlas Urban Economics (Atlas) were engaged by Council to respond to the 
Department’s partial endorsement of the CBD Strategy. This report: 

 reviews and makes recommendations in relation to potential community infrastructure 
contribution scheme and associated rates, for consideration by Council  

 reviews the draft CIC works schedule for the Chatswood CBD 

 recommends a contribution rate ($/m2) to apply in new planning proposals, derived from 
the estimated growth in the Chatswood CBD Strategy  

 contains findings to assist Council in responding to the Department response on the 
Chatswood CBD Strategy in relation to infrastructure funding 

 presents the findings of these contribution rates in a new Chatswood CBD VPA policy. 

The primary criteria used to evaluate levying options was funding sustainability / revenue potential, 
and capacity for development projects to absorb extra infrastructure contributions while keeping 
developments viable given site and project viability has been tested under previous investigations in 
the Chatswood CBD.  

Key findings 

Our analysis indicates that the market can absorb a community infrastructure contribution rate of 
$900/sqm without impacting development viability. However, we note some sites may be able to 
absorb a higher community contribution rate and the recommended rate serves as a ‘compromise’ 
rate that could allow sites that have already been acquired to be progressed.  

The recommended rate is also significantly lower than the Councils previous approach requiring 50 
percent of the land value uplift resulting from the planning controls proposed under the CBD 
Strategy. This previous approach would generate a community infrastructure contribution rate 
between $1,400/sqm to $2,250/sqm.  
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Recommendations 

Recommendation 1: that Council update the Willoughby Local Environmental Plan 2012 to 
generally reflect the approach used in clause 8.7 of the Penrith Local Environmental Plan 2010. 

Recommendation 2: that the Council adopt the Draft Willoughby Planning Agreement Policy at 
Appendix C, including community infrastructure sections, to implement the proposed community 
infrastructure provisions contained in the new LEP provision for the Chatswood CBD. 

Recommendation 3: that Council update the draft CIS works schedule to reflect the dwelling and 
GFA amendments stemming from the Department’s partial endorsement that includes the 
recommended $900/sqm community infrastructure contribution rate. This rate should be discounted 
by 15 to 30 per cent (i.e. a discounted rate of $630 to $765) to reflect and assist with the economic 
ramifications of the COVID-19 pandemic. The discounted rate should be subject to Recommendation 
4 and revert to the recommended rate when market conditions improve.  

Recommendation 4: that Council periodically review development activity to inform possible 
upward adjustments of the community infrastructure contribution rate.   

Recommendation 5: that a community infrastructure scheme for Chatswood CBD be underpinned 
by the following principles: 

 Nexus - that some of the value afforded to sites is returned to the community to provide 
the infrastructure that will be needed to support increased development densities in the 
Chatswood CBD 

 Transparency - Council clearly communicates what infrastructure is to be provided and how 
contribution rates and community benefit are calculated and applied to individual sites 

 Equity - both infrastructure and incentives for development are based on equity and fairness 

 Practical - the implementation of the mechanism must be practical and occur in a timely 
fashion to avoid delays and provide certainty for commercial dealings 

 Feasibility - the contributions must not create development opportunities which are not 
economically viable. 

Recommendation 6: Council resolve to apply the draft CIC scheme to site-specific planning 
proposals as an interim measure until the Chatswood CBD planning proposal (including an LEP 
clause for CIC) is implemented. Parramatta Council has adopted this approach and successfully 
applied it to a number of site-specific planning proposals that have received a Gateway 
determination from the Department, and which have been finalised. 
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1 Introduction 

1.1 Background 

Chatswood CBD is identified as a Strategic Centre in the Greater Sydney Region Plan and is also 
within the eastern economic corridor under the North District Plan within the Eastern harbour City. 
The CBD includes a range of office, mixed use, retail and high density residential uses near a modern 
transport interchange that provides access to several bus services and rail services from the North 
West Metro and T2 Northern Line. These transport services connect Chatswood to other Strategic 
Centres including Macquarie Park, St Leonards and Sydney CBD.  

Willoughby City Council (Council) has been progressing the Chatswood CBD Planning and Urban 
Design Strategy 2036 (CBD Strategy) to guide development within the CBD over the next 20 years.  

The Department of Planning, Industry and Environment (the Department) on 9 August 2019 advised 
Council that it partially endorses the draft CBD Strategy, and recommended that Council revise the 
strategy and resubmit it to the Department. 

One of the matters that the Department advised Council to revise related the funding and delivery 
of infrastructure, i.e.:  

“Council is only to utilise appropriate mechanisms within the parameters of the 
Environmental Planning and Assessment Act 1979 for the provision of local infrastructure 
to support new development such revisions to its Section 7.12 or Section 7.11 Plans or 
inserting a new clause in Willoughby LEP 2012 for the delivery of on-site essential 
infrastructure. No value capture mechanism or the like will be supported by the 
Department.” 

Council remains committed to implementing an infrastructure plan that supports the future CBD 
development. The current State government limits on section 7.11 and 7.12 contributions means that 
Council will need to utilise other complementary funding and delivery approaches if it is to achieve 
this.  

Council has engaged GLN Planning (GLN) and land economists Atlas Urban Economics (Atlas) to 
assist it in exploring complementary approaches which are consistent with the Department’s criteria. 

1.2 Purpose of this report 

This purpose of this report is to investigate the merit and viability of using a method known as 
‘community infrastructure contributions’ (CIC) to deliver some of the infrastructure identified for the 
CBD. Council intends that this report will help inform a revision of Council’s Voluntary Planning 
Agreement (VPA) policy.  

The tasks undertaken for this study include: 

 Reviewing other existing and proposed CIC schemes 

 Market appraisal to understand the nature and value of development opportunities in the 
study area; this involves examining the drivers of land use and market activity, prices paid 
for various floorspace types and the prices paid for potential development sites 
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 Reviewing and recommending amendments to Council’s draft CIC works schedule for the 
Chatswood CBD 

 Feasibility testing to examine the capacity of development to contribute to community 
infrastructure in the study area  

 Analysis of the potential implications / impact on development that a community 
infrastructure contributions rate could have in the study area 

 Recommendations on the potential dollar per square metre community infrastructure 
contribution rates and their implementation 

 Presenting the recommended contribution rate in a new VPA policy.  

The results of the study will enable Council to understand: 

 the viability of the recommended community infrastructure contribution rates if it is to be 
confined to only those sites which can accommodate the required CBD infrastructure 

 the contribution rate setting and funding amount needed to match the funding for the draft 
CIC works schedule 

 the impact on development viability of the alternative contributions options. 

1.3 Assumptions and limitations 

The market appraisal and feasibility testing undertaken for this study has regard to the proposed 
changes to the planning framework foreshadowed in the draft CBD Strategy, principally the 
proposed land use zones and density controls.  

The approach examines a selection of sample sites across the study area for the purposes of 
aggregating the findings and observations. Feasibility testing is carried out on generic development 
options based on the proposed planning controls.  

While generic feasibility testing does not consider the nuances of a site typically considered in 
detailed feasibility analysis, it is a useful approach to understanding the quantitative impact of a 
policy decision at an aggregate level.  

1.4 Chatswood CBD Planning and Urban Design Strategy 2036 

The CBD Strategy was commissioned by Council to establish a new planning framework to guide 
development across the Chatswood CBD over the next 20 years. 

The strategy aims to facilitate additional capacity for commercial and employment opportunities 
while balancing residential, education and mixed uses in the area.  

CBD Strategy and proposed planning controls seek to protect commercial sites to maintain and 
promote the Chatswood office market to achieve the Greater Sydney Commission jobs target of 
between 6,300 and 8,300 new jobs. The controls also seek to reduce pressures from competing 
(residential) land uses on commercial sites that would compromise the integrity of the office market. 
The recommendations from the strategy are intended to inform changes to the Willoughby Local 
Environmental Plan 2012 (Willoughby LEP 2012) and Development Control Plan (DCP).  
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The CBD Strategy also seeks to expand the CBD area to the north and south, along the eastern side 
of the Pacific Highway, as shown in Figure 1. 

Figure 1: Existing and proposed extension to the Chatswood CBD (source: Willoughby Council)   

 

For the purpose of this study, the CBD study area includes the areas envisaged under the CBD 
Strategy to be zoned B4 Mixed Use and – in order to increase the land supply within the CBD 
footprint - the CBD Strategy also envisages an expanded use of the B3 Commercial Core and B4 
Mixed Use land use zones over adjacent R3 Medium Density, R4 High Density B2 Local Centre and 
SP2 Infrastructure zoned land. The CBD Strategy would restrict the use of land zoned B3 for 
commercial development only to limit the ability of residential development to encroach into the 
commercial core and constrain and reduce development capacity.  

Land in the B4 Mixed Use zone would require a minimum 1:1 of the allowable total floor space ratio 
for commercial floor space. Typically, this would result in two levels of a building being used for 
commercial floor space. 

Recommended land use changes are shown in Figure 2. 
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Figure 2: Recommended land use changes (source: Willoughby Council) 

 

The Strategy seeks to retain and simplify existing FSR controls as a ‘base’ FSR. A new increased FSR 
above the base FST will be linked to a community infrastructure contributions scheme that will 
provide public and social infrastructure in the Chatswood CBD necessary to support an increased 
resident and worker population. Recommended base FSRs are shown in Figure 3. 



   

5 

11291 Chatswood CBD CIC study_DRAFT_260820_v2 
August 2020  

Willoughby City Council 
Chatswood CBD Community Infrastructure Funding Study 

Figure 3: Recommended base FSRs (source: Willoughby Council) 

 

The Department partially endorsed the CBD Strategy in a letter to Council on 9 August 2019. The 
endorsement only applies to the Chatswood CBD core area (i.e. land zoned B3), subject to the 
following conditions: 

 That no residential development be permitted in the areas of the CBD Core where the land 
is located to the west of the railway line. 

 That mixed use development is merited within certain parts of the remaining CBD Core but 
only where this development results in significant and assured job growth. 

 That any planning proposals for the CBD Core area do not result in significant traffic or 
transport impacts. 

 For Council to use existing infrastructure mechanisms, under 7.11 or 7.12 of the EP&A Act or 
by inserting new clauses in the Willoughby LEP 2012. The Department explicitly advised value 
capture mechanisms will not be supported. (refer to section 1.1 for precise wording) 

The Department advised it did not support the land and proposed changes outside of the CBD Core 
and recommended additional consultation, review and assessment for the proposed B4 Mixed Use 
zones are carried out. These recommendations included: 

 Further consultation with Transport for New South Wales to confirm if additional assessment 
for anticipated growth is required. 
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 Further review on the suitability of the B4 Mixed Use zoning and 1:1 FSR on the periphery of 
the CBD, including further economic testing.  

 A detailed built form analysis and building height assessment of the proposed mixed-use 
areas to determine appropriate transitions. This work must include a visual impact analysis 
and an analysis of amenity impacts on neighbouring low density areas and Heritage 
Conservation Areas.  

 Consideration of appropriate mechanisms for the provision of local infrastructure.  

The Department also advised any planning proposal considered for sites inside the CBD Core will be 
considered where they satisfy the criteria outlined by the Department. Planning proposals in the B4 
Mixed Use zones would been returned to Council to review and assess any necessary changes to 
support the Department’s recommendations.  
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2 The community infrastructure proposal 

The proposed Community Infrastructure Scheme (CIS) is intended to provide part of the funding 
needed to implement an infrastructure plan for the Chatswood CBD, alongside existing 7.11 and 7.12 
funding sources. The CIS includes a recommended Community Infrastructure Contribution (CIC) rate 
to either partially or fully fund community infrastructure.  

The CIS works on the basis that developers make contributions towards the delivery of community 
infrastructure to support the additional floor space entitlement granted to a development. This 
scheme would need to be accompanied by an amendment to the Willoughby LEP 2012 to define 
community infrastructure and the proposed density increase.  

The CBD Strategy indicates that a complementary infrastructure funding scheme such as the CIS 
would apply for residential floorspace above the FSR controls under clause 4.4 of the Willoughby 
LEP and to commercial floorspace above an FSR of 10:1. It should be noted the CBD Strategy 
proposes no FSR maximum for commercial development in the CBD core.  

A review of similar funding schemes and a recommended LEP clause are provided in Section 3.  

2.1 Infrastructure plan  

Council has prepared a draft CIS works schedule that details the anticipated infrastructure items and 
costs required to support the additional development in the Chatswood CBD.  

This draft schedule included tested rates based on previous GFA areas and needs to be updated with 
the anticipated amount of development stemming from the CBD Strategy.  

The schedule includes: 

 transport and traffic upgrades  

 new public domain works and street upgrades 

 pedestrian improvements 

 active transport projects 

 green links and street tree planting 

 open space improvements 

 recreation facilities 

 community facilities  

 cultural projects. 

Altogether, these projects have an estimated total cost of approximately $345 million. 

Using solely section 7.11 contributions to fund these works would result in a residential contribution 
rate of approximately $770 per square metre of extra GFA (assuming 450,000 square metre), or an 
average of around $69,000 dwelling (assuming 5,000 new dwellings).  
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This is well in excess of the current contribution threshold of $20,000 per dwelling, and the higher 
caps that have been recently proposed by the State government1.  

The Council could apply to IPART to have contribution rates higher than the threshold approved by 
the Minister for Planning, however the contribution rate can only reflect the reasonable cost of 
providing ‘essential works’. Many of the works in the draft CBD Strategy infrastructure schedule are 
unlikely to be regarded as essential works per the relevant practice note. 

2.2 Community infrastructure schedule 

GLN has reviewed Council’s draft community infrastructure schedule that has been developed from 
previous studies that contributed to the CBD Strategy. Comments on the structure, items and 
framework of the schedule are provided below.  

The current schedule contains works that total $345 million. It is understood the anticipated GFA and 
dwelling numbers provided in the Schedule are subject to change as the CBD Strategy is refined in 
response to the Department’s partial endorsement.  

Table 2-1: Comments on draft community infrastructure works schedule 

Matter Comment 

Definition of 
community 
infrastructure 

 

 A clear definition of community infrastructure needs to be developed as part of 
the community infrastructure clause for the Willoughby LEP 2012. This 
definition will need to capture infrastructure definitions in the LEP dictionary 
that reflect the items in the schedule.  

 Discussions with other Sydney Councils on the list of infrastructure types 
resulted in the scope of the definition and LEP clause to be narrowed by the 
Department.  

 An art, culture and events items (totalling approximately about $18m of $345m 
total) may not be consistent with this definition or those adopted in similar 
schemes.  

 We recommend developing a definition for Willoughby that is a synthesis of 
Burwood and Penrith LEP definitions. The definitions under these LEPs are 
detailed in Sections 3.2.2 and 3.2.3 of this report. 

 The draft works schedule should indicate whether particular items will be fully 
or partially funded by the CIC. This may depend on the location of 
development and the additional demand generated for an item, for example 
an intersection upgrade. 

 The schedule should include a column indicating whether works item is within 
or outside definition. This will assist with prioritisation. 

Provision of 
infrastructure on-site 

 Additional details if certain infrastructure items can be delivered on or next to 
potential development site would assist in addressing the Department’s 
condition that infrastructure is provided by the developer on site. Items that 
could be delivered as part of a development include play spaces, active 
recreation facilities e.g. on rooftops, some types of flooding works, CCTV 

 

1 Improving the review of s7.11 local infrastructure contributions plans discussion paper, prepared by Department of Planning, 
Industry and Environment, April 2020 
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Matter Comment 

works, childcare, and floor space for various types of community and cultural 
uses.  

Item descriptions  The works schedule must contain descriptions that provide a clear 
unambiguous understanding of what the works item scope should be 
considered for both site specific items and linear items.  

 Items should delineate between costs for land, capital works and on-going 
operation 

 The schedule should clearly articulate the location, extent, item, item type, 
apportionment and priority in an easily accessible form.   

CIC funding  Information about whether an item will be funded in part or in full under the 
CIC should be included in the works schedule.  

 There should be no overlaps between the infrastructure costs to be funded by 
the CIC and costs to be funded via s7.11 contributions. 

Works delivery 
timeframes 

 The public outward facing version of the schedule would benefit from being 
presented in year ‘bands’ corresponding to, say, years 1-5, 6-10, 11-15. This will 
provide a degree of flexibility if the target delivery year for a project changes 
e.g. a project may be programmed for year 3 (2023) but in 2022 annual 
budgeting process it is moved to year 5 (2025). 

 These bands also facilitate cash flow modelling i.e. total up the costs in each 
band and make sure there is parity with income in each band; years 1-5 is most 
important.  

Works map  A map showing the location of infrastructure items and their distribution in the 
LGA is recommended. 

2.3 Compatibility with Department expectations 

The Department have scrutinised other community infrastructure schemes regarding the scope of 
the community infrastructure definition under a LEP amendments in other Sydney council examples 
and whether particular categories of works can be justifiably linked to an increase in demand arising 
from additional development under a CIS.  

We consider that aligning the Willoughby CIS proposal closely to the Penrith and Burwood schemes 
will maximise the chances of it being supported by the Department. The currently proposed scheme 
is consistent with, or can be made to be consistent with: 

 existing community infrastructure clauses in other LEPs 

 existing Gateway Determinations on Planning Proposal seeking community infrastructure 
provisions through LEP amendments 

 the Department’s draft VPA practice note insofar its primary focus is on strategic land use 
and infrastructure planning and delivery, rather than gathering consolidated revenue 

 the Departments’ draft VPA practice note position that value capture is not the primary 
purpose of the VPAs that would be needed to effect such a scheme.  
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3 Review of community infrastructure schemes 

3.1 What is a community infrastructure scheme? 

A CIS is an infrastructure delivery mechanism that aims to complement traditional contributions 
mechanisms under s7.11 and s7.12 of the EP&A Act. A CIS provides the opportunity for a developer 
to provide certain types of infrastructure defined in the relevant planning instrument.  

The infrastructure is provided by the developer on the development site, or by payment of cash in 
lieu of providing the infrastructure.  

There are several CISs operating in urban renewal growth areas around Sydney; examples include 
Green Square, Penrith City Centre, and Burwood Town Centre. These are discussed below, as well as 
draft schemes awaiting approval. 

3.2 Examples  

3.2.1 Green Square 

Clause 6.14 of the Sydney Local Environmental Plan 2012  provides developers in the Green Square 
area (excluding the Town Centre) with the opportunity to obtain increased floor space if they provide 
‘community infrastructure’ as part of their developments.  

Community infrastructure is defined in the LEP as ‘Green Square community infrastructure’ and 
means: 

“development at Green Square for the purposes of recreation areas, recreation facilities 
(indoor), recreation facilities (outdoor), public roads, drainage or flood mitigation works.” 

Sydney DCP 2012 supports the controls set out in the Sydney LEP 2012 and section 5.2 – Green 
Square of the DCP details the type and location of community infrastructure needed in Green Square.  

Additional information is contained in the City’s (2012) Development Guidelines: Providing 
Community Infrastructure in Green Square. The Development Guidelines indicate a preference for 
developers to provide community infrastructure rather than provide cash contributions. 

3.2.2 Penrith city centre 

The Penrith Community Infrastructure Policy applies to identified key sites within the Penrith CBD 
along the Great Western Highway, Station Street and High Street. The scheme enables these sites to 
achieve additional density where a development includes community infrastructure. Penrith Council 
uses Local Community Infrastructure Contributions to provide community infrastructure that is ‘over 
and above’ the base level that is provided via traditional development contribution sources such as 
s7.11 and s7.12.  

The Policy is implemented via clause 8.7 of the Penrith Local Environmental Plan 2010, which links to 
the key sites maps. The clause sets a separate range of maximum floor space ratios for each site.  
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Clause 8.7 defines community infrastructure as: 

“development for the purposes of recreation areas, recreation facilities (indoor), recreation 
facilities (outdoor), recreation facilities (major), public car parks or public roads.” 

The community infrastructure definition ties back to the specific terms used to identify land uses 
under the Penrith LEP 2010 and Standard Instrument.  

Any community infrastructure item must also satisfy several principals which include: 

 Community Infrastructure must be in the public interest and to the satisfaction of Council 

 Community Infrastructure must be over and above current development standards and 
Council policies 

 Community Infrastructure must contribute to the City Centre or to nearby locations and 
facilities likely to be used by City Centre occupants 

 Community Infrastructure must be achievable, measurable, economically viable and socially 
and environmentally sustainable  

 Community Infrastructure must be consistent with the themes within Council’s Strategic 
Planning framework 

The Community Infrastructure Contribution Rate in Penrith is $150 per square metre of additional 
GFA that is above the maximum total floor area permitted under the FSR maps under the LEP. The 
contribution amount is indexed annually using the Consumer Price Index: All Groups (Sydney).  

Non-residential floor area is excluded from the Community Infrastructure Calculation Value. The 
Penrith LEP 2012 also allows up to an additional 10 percent of existing FSR or building height to 
achieve design excellence. The additional development height and/or density achieved through 
design excellence is not subject to the Community Infrastructure Policy or the Community 
Infrastructure Contribution Value.  

Discussions with Penrith Council indicate the Penrith LEP 2012 amendments originally sought to link 
extra floor space potential to a requirement to provide ‘community facilities’ and affordable housing. 
However, this drafting was not supported by the Department. 

The Department through its Gateway Determination report for the Parramatta CBD LEP has implicitly 
endorsed the Penrith approach to a CIC: 

“A funding mechanism to provide community infrastructure funding as part of development has been 
implemented in other local government areas. For example, the Penrith LEP contains a provision where 
community infrastructure is delivered on identified key sites. However, the difference between the 
Parramatta model and the Penrith model is that within the Parramatta model, there is a broad collection 
of funds to contribute towards infrastructure projects, whereas in the Penrith model community 
infrastructure is provided on the development site only.” 

Department of Planning and Environment, Parramatta CBD Planning Proposal Gateway Determination 
Report, pp29-30 
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3.2.3 Burwood town centre 

A CIC scheme is facilitated through clause 4.4A of the Burwood Local Environmental Plan 2012 to 
allow additional GFA within the Burwood town centre. 

The clause also defines community infrastructure to include: 

 a recreation area 

 a community facility 

 an information and education facility. 

The scheme includes works that are in addition to items under section 7.11 contributions. If no 
community infrastructure works can be provided on a development site, an increased FSR may still 
be achieved where an applicant offers a monetary contribution to the delivery of community 
infrastructure that is still located beyond the development site but within the Burwood town centre 
boundary.  

The monetary value of the community infrastructure contribution is set at $1,750 per square metre 
of residential floor space.  

3.2.4 Draft schemes 

Parramatta CBD 

The City of Parramatta is progressing a community infrastructure scheme to accommodate the 
additional development capacity facilitated via the Parramatta CBD Planning Proposal. This Planning 
Proposal has been revised to address conditions imposed by the Department in its Gateway 
Determination issued on 13 December 2018.   

The scheme is broken down into two ‘phases’ based on an incremental increase in development 
density. The draft clause as part of proposed amendments under the Parramatta Local Environmental 
Plan 2011 permits additional height and/or FSR controls above the ‘base’ FSR and height controls 
allowed if a development contributes towards community infrastructure.  

Phase 1 of the scheme relates to the additional value between the FSR permitted under clause 4.4 of 
the Parramatta LEP 2011 and the FSR permitted under the community infrastructure scheme.  

An additional incremental FSR bonus of 15 percent may also be achieved where a development 
meets specified sustainable design criteria, but this bonus floor space would not be levied. A second 
incremental bonus may also be accessed for certain mixed use developments that meet performance 
criteria.  

Phase 2 of the scheme applies to certain ‘opportunity sites’ where an FSR of 15:1 can be achieved 
where additional requirements are met.  

Phase 1 contributions would be levied at a rate of $250/sqm. Phase 2 contributions would be levied 
at a rate of $450/sqm.  

Contributions under this scheme are proposed to be secured through a VPA lodged in connection 
to a development application. Only new residential development would be required to contribute to 
community infrastructure. Commercial development is exempt from the proposed community 
infrastructure provision.  
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The scheme is proposed to be implemented through a new Clause 7.15 in the Parramatta LEP 2011. 
The proposed clause defines community infrastructure as: 

“a building or place owned or controlled by a public authority, including community facilities, 
cycleways, environmental facilities, footways, information and education facilities, public 
administration buildings, public roads, public squares, recreation areas, recreation facilities 
(indoor), recreation facilities (major) and recreation facilities (outdoor), but does not include the 
footway directly adjoining the development site.” 

On 27 July 2020, the Department advised Council the Parramatta CBD Planning Proposal can 
proceed to public exhibition with the exhibition expected to commence in the coming weeks. In its 
letter, the Department noted the draft planning agreements policy framework released by the 
Department in April 2020 discourages the use of planning agreements for value capture, provides 
“a point of tension” in applying Council’s intended approach and further resolution of this matter 
will be required at the finalization of the planning proposal. 

It is noteworthy that Parramatta City Council has begun implementing its community infrastructure 
scheme before the comprehensive LEP amendments have been made. We are aware that at least 10 
site-specific LEP amendments have been made with community infrastructure policy implemented 
by way of contributions included in VPAs, with numerous other site-specific planning proposals and 
LEP amendments pending. 

Kensington to Kingsford corridor  

Randwick City Council is currently progressing a community infrastructure scheme as part of the 
Kensington to Kingsford corridor planning proposal. The proposed community infrastructure 
contribution rate is $475/sqm of additional residential floor space in the Kensington and Kingsford 
town centres.  

The Council submitted a draft strategy to the Department in December 2016. The Department issued 
a gateway determination on 5 March 2018 which included several conditions, one of which 
(condition 1(c)) required draft Community Infrastructure Contributions clause be removed. Randwick 
submitted a review of gateway conditions 1, 2, 3 and 7. The Department sought advice from the 
Independent Planning Commission (IPC) and an altered Gateway Determination was issued on 19 
December 2018. The changes removed the condition requiring an increase in dwelling capacity for 
the proposal and require the provisions for the community infrastructure scheme be limited to the 
list of works recommended by the IPC being for the purposes of: 

 recreation areas 

 recreation facilities (indoor) 

 recreation facilities (outdoor) 

 public roads 

 drainage 

 community facilities.  

The planning proposal was finalised on 14 August 2020. The community infrastructure clause says 
that a development can obtain additional building height or additional floor space if it includes 
community infrastructure on the development site. 
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It is understood Randwick City Council is currently considering the implications of the clause in 
particular the requirement that community infrastructure be provided on the development site and 
how it will respond. The clause creates uncertainty for a proposed community infrastructure scheme 
in Chatswood CBD. It is recommended Willoughby City Council continue discussions with Randwick 
City Council to understand their interpretation and intended implementation of the clause. 

3.2.5 Summary of community infrastructure rates where developers choose a 
cash payment in lieu of on-site provision 

Table 3-1 below summaries the existing and proposed draft community infrastructure contribution 
rates in other Sydney metropolitan council areas. It is noted that Chatswood is the most expensive 
and valuable market of these areas and has the greatest capacity or tolerance to paying a CIC rate. 

Table 3-1: Summary of community contribution rates  

Development area Community Infrastructure Rate ($/sqm) 

Burwood town centre (existing) $1,750 

Green Square, City of Sydney (existing) $475 

Randwick (draft) $475 

Parramatta CBD - Phase 1 (draft) $250 

Parramatta CBD - Phase 2 (draft) $450 

Penrith city centre (draft) $150 

3.2.6 Summary of statutory provisions 

A summary of the LEP provisions used for the above example schemes is included in Table 3-2.2  

Table 3-2 Existing and Draft Community infrastructure provisions in other LEPs 

LEP, relevant clause 
and area of application  

Relevant wording 

Existing Provisions 

Burwood LEP 2012  

Clause 4.4A 

Applies to the two ‘key 
areas’ comprising the 
core and frame of the 
Burwood CBD  

4.4A   Exceptions to floor space ratio 

(1)-(4) …   

(5)  Despite clause 4.4, the floor space ratio for a building on land in Area 1 or 
Area 2 may exceed the floor space ratio shown for the land on the Floor Space 
Ratio Map if: 

(a)  the floor space ratio for the building does not exceed: 

(i)  6.6:1—if the building is in Area 1, or 

(ii)  4.95:1—if the building is in Area 2, and 

 

2 Wording of the community infrastructure clause for the Randwick LEP has not yet been drafted by Parliamentary Counsel. 
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LEP, relevant clause 
and area of application  

Relevant wording 

(b)  the gross floor area of the part of the building used for the purpose of 
residential accommodation does not exceed the following percentage of the 
gross floor area of the building: 

(i)  40 percent—if the building is in Area 1, or 

(ii)  70 percent—if the building is in Area 2. 

(6)  Subclause (5) applies in relation to proposed development only if: 

(a)  the proposed development on the land includes development 
resulting in community infrastructure or the use of land as community 
infrastructure, and 

(b)  the consent authority is satisfied that the community infrastructure is 
appropriate for the Burwood Town Centre, taking into account the 
nature of the community infrastructure and its value to the community 
working or residing in the Burwood Town Centre. 

(7)-(8) … 

(9)  In this clause, community infrastructure means any of the following: 

(a)  a recreation area, 

(b)  a community facility, 

(c)  an information and education facility. 

Penrith LEP 2010  

Clause 8.9 

Applies to 11 ‘key sites’ 
in the Penrith CBD  

8.7   Community infrastructure on certain key sites 

(1)  The objectives of this clause are: 

(a)  to allow higher density development on certain land in the City Centre 
where the development includes community infrastructure, and 

(b)  to ensure that the greater densities reflect the desired character of the 
localities in which they are allowed and minimise adverse impacts on those 
localities. 

(2)  This clause applies to land identified as a key site on the Key Sites Map. 

(3)  Despite clauses 4.3, 4.4 and 8.4 (5), the consent authority may consent to 
development on land to which this clause applies (including the erection of a new 
building or external alteration to an existing building) that exceeds the maximum 
height shown for the land on the Height of Buildings Map or the floor space ratio 
for the land shown on the Floor Space Ratio Map, or both, if the proposed 
development includes community infrastructure. 

(4)  … 

(5)  In deciding whether to grant development consent under this clause, the 
consent authority must have regard to the following: 

(a)  the objectives of this clause, 

(b)  whether the development exhibits design excellence, 

(c)  the nature and value of the community infrastructure to the City Centre. 

(6)  In this clause, community infrastructure means development for the purposes 
of recreation areas, recreation facilities (indoor), recreation facilities (outdoor), 
recreation facilities (major), public car parks or public roads. 

Sydney LEP 2012 

Clause 6.14 

6.14 Community infrastructure floor space at Green Square 

(1)  The objectives of this clause are as follows— 



   

16 

11291 Chatswood CBD CIC study_DRAFT_260820_v2 
August 2020  

Willoughby City Council 
Chatswood CBD Community Infrastructure Funding Study 

LEP, relevant clause 
and area of application  

Relevant wording 

Applies to six ‘key 
areas’ in Green Square 

 (a)  to allow greater densities where Green Square community 
infrastructure is also provided, 

(b)  to ensure that such greater densities reflect the desired character of the 
localities in which they are allowed and minimise adverse impacts on the 
amenity of those localities, 

(c)  to provide for an intensity of development that is commensurate with the 
capacity of existing and planned infrastructure. 

(2)  The consent authority may consent to development that results in additional 
floor space in accordance with subclause (4) if the development includes Green 
Square community infrastructure. 

(3)  In deciding whether to grant development consent, the consent authority— 

(a)  must be satisfied that the development is consistent with the objectives of 
this clause, and 

(b)  must be satisfied that the Green Square community infrastructure is 
reasonably necessary at Green Square, and 

(c)  must take into account the nature of the Green Square community 
infrastructure and its value to the Green Square community. 

(4)  …  

(5)  In this clause— 

Area means an Area shown on the Floor Space Ratio Map. 

Green Square community infrastructure means development at Green Square for 
the purposes of recreation areas, recreation facilities (indoor), recreation facilities 
(outdoor), public roads, drainage or flood mitigation works. 

Draft Provisions 

Parramatta LEP 2011 

Draft Clause 7.15 

Applies to sites 
identified in the 
proposed incentive 
height and FSR maps 

7.15 Community Infrastructure 

(1)  The objective of this clause is to allow greater residential densities and height 
in the Parramatta City Centre where community infrastructure is also provided.  

(2)  The consent authority may approve development with a height and floor 
space ratio that does not exceed the increased building height and floor space 
ratio identified on the Incentive Height of Buildings Map and the Incentive 
Floor Space Ratio Map, but only if:  

(a) …; and  

(b) the development includes community infrastructure to the 
satisfaction of the consent authority, whether or not provided on the 
development site or an alternative site nominated by the consent 
authority.  

(3) Despite subclause (2), any development on land identified with a thick orange 
line and labelled “Area 1” on the Incentive Height of Buildings Map is not to 
exceed the height determined in accordance with clause 7.4 (Sun Access 
Protection). 
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3.3 Department policy 

The Department released a revised draft VPA practice note for public comment in April 2020. The 
draft practice note aims to provide additional guidance on VPAs, the principles they operate under 
and their use in ongoing development. Consistent with the Department’s stated position in the CBD 
Strategy determination letter, the draft practice note advises the use of VPAs for the primary purpose 
of value capture is not supported. 

Discussions with the Department since the draft practice note was released indicate its policy intent 
is to prevent VPAs where the overriding intent is to capture value as a source of general revenue. 
The Department advised that it may support innovative solutions to deliver a strategic and 
comprehensive infrastructure plan comprising particular items shown to be needed as a result of 
development. Use of VPAs in this way may be acceptable and consistent with the draft VPA practice 
note. 

3.4 Essential elements of a successful scheme 

Based on our research of currently operating community infrastructure schemes and the advice and 
draft guidance provided by the Department, we recommend the following essential elements 
underpin Willoughby City Council’s scheme: 

1. The scheme adhere to the following principles: 

 Nexus - that some of the value afforded to sites is returned to the community to provide 
the infrastructure that will be needed to support increased development densities in the 
Chatswood CBD 

 Transparency - Council clearly communicates what infrastructure is to be provided and how 
contribution rates and community benefit are calculated and applied to individual sites 

 Equity - both infrastructure and incentives for development are based on equity and fairness 

 Practical - the implementation of the mechanism must be practical and occur in a timely 
fashion to avoid delays and provide certainty for commercial dealings 

 Feasibility - the contributions must not create development opportunities which are not 
economically viable. 

2. The additional floorspace development rights are clearly set out in an LEP. It is desirable for the 
provisions to address additional floor space on various sites throughout the CBD, and linked to 
the provision of defined community infrastructure. However, Council could alternatively pursue 
the provision of community infrastructure through site specific LEPs that just set out the 
additional floorspace potential for individual sites, with each site specific planning proposal 
accompanied by a negotiated VPA setting out community infrastructure requirements consistent 
with the guidelines in 4 below.   

3. The Council adopts a comprehensive Chatswood community infrastructure works schedule 
containing details of the different facilities and amenities that will either be delivered directly by 
developers or indirectly by making a cash contribution to Council in lieu of delivering works.  

4. Preparation of guidelines that show how developers can participate in the community 
infrastructure scheme - this can be attached to Council’s VPA Policy.  

5. Council adopting a clear and robust governance framework in its revised VPA policy. 
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4 Community infrastructure contribution rate 

4.1 Introduction 

To understand the capacity of development to contribute to community infrastructure, it is necessary 
to examine the commercial realities of development, particularly the factors that influence the 
feasibility of new development.  

The preparation and release of the draft CBD Strategy in 2016/2017 coincided with a strong period 
of growth in the Greater Sydney property market cycle, with residential and commercial asset classes 
experiencing strong demand resulting in rising prices. The market responded swiftly and positively 
to the prospect of the growth envisaged and planned for in the Strategy. At the time, Council 
indicated a value capture mechanism would be implemented, wherein development would be 
required to contribute a proportion of the value uplift (in a VPA) that resulted from the planning 
uplift This. value capture regime as part of the Chatswood CBD Strategy was documented in its draft 
VPA policy that was exhibited from January to February 2019. The value capture scheme proposed 
under the 2019 draft VPA policy sought to determine the contribution value as a dollar per square 
metre rate. 

Over the period between 2016 to 2019 there was active site consolidation (even for properties held 
under strata title) in the Chatswood CBD with varying scale of premiums observed to be paid to 
landowners to incentivise sale.  

Developers are observed to have carried out their due diligence by anticipating what ‘could’ be 
required as a VPA contribution, how much revenue could be realised and the cost of redevelopment 
before working out what they could afford to pay incumbent landowners for potential site 
opportunities. As the estimates of what ‘could’ be required as a VPA contribution would have differed 
with different proponent developers, the sums paid for development sites would have also varied 
across the CBD. In any event, the sums paid for potential development sites would have exceeded 
the values associated with their existing use by sufficient quantum to incentivise sale by existing 
landowners. 

Given the time that has elapsed since the draft CBD Strategy was prepared, the analysis undertaken 
in this study has had regard to market activity observed over the 2016 to 2020 period including 
investment decisions following the release of the draft CBD Strategy.  

Parameters for analysis 

The capacity of a development to contribute to community infrastructure depends on myriad factors. 
A key factor is whether development is feasible in the first instance (without the requirement for 
community infrastructure contributions). This is underpinned by the price paid to consolidate the 
development site.  

This chapter examines the nature of market activity and prices paid for development sites. This 
analysis considers the circumstances of transactional activity, investment decisions made regarding 
existing uses and those made in anticipation of the proposed controls presented in the draft CBD 
Strategy.  

Key elements of the draft CBD Strategy relevant to the analysis are:  



   

19 

11291 Chatswood CBD CIC study_DRAFT_260820_v2 
August 2020  

Willoughby City Council 
Chatswood CBD Community Infrastructure Funding Study 

 The B3 Commercial Core is to be retained while the B4 Mixed Use zone is proposed to be 
extended to the north and south of the Chatswood CBD, thereby rezoning lands currently 
zoned R2 Low Density Residential, R3 Medium Density Residential and R4 High Density 
Residential.  

 Encouraging site amalgamation, with sites that meet specified minimum site area 
requirements able to access maximum FSRs. In the Study Area (B4 zone), sites that meet a 
minimum site area of 1,200sqm are proposed to be permitted with a maximum FSR of 6:1.  

 Requirement that a minimum FSR 1:1 of non-residential is included within the maximum FSR 
of 6:1.  

The objective of the analysis is to understand the drivers of land use and activity, the market dynamics 
that influence development feasibility and the tolerance of development to contribute to community 
infrastructure over and above other statutory contributions (including s7.11, s7.12, affordable housing, 
etc). 

4.2 Market appraisal 

Chatswood’s location within the eastern economic corridor and strong transport links has led to 
healthy levels of market demand for most land uses and competitive market conditions for well-
located development opportunities. This has inevitably led to a tension between commercial and 
residential land uses as each seeks to respond to robust levels of demand.  

The strength of the residential market and corresponding supply activity for much of the last decade 
eclipsed the supply response in other land use categories and commercial sites on the CBD periphery 
are under pressure from competing residential land uses. Chatswood has experienced strong growth 
across all market sectors over much of the past decade and whilst sale volumes have declined over 
the past 24 months, underlying demand is still present. This section reviews the trends and drivers 
influencing demand for residential and non-residential property Chatswood and the nature of 
current market activity. 

4.2.1 Residential land uses 

Trends and drivers 

A range of economic drivers influences residential property markets. Many of these are broad, 
macro-economic factors such as population growth, monetary policy and availability of credit and 
labour market conditions however a variety of micro-economic factors also influence the supply and 
demand for housing at the local level. 

Chatswood’s housing market is diverse and ranges from apartments (old and new) in and around 
the CBD to trophy homes in the outer areas. Chinese residents make up a large proportion of 
Chatswood’s population. Unlike other suburbs where increased demand and price growth may have 
stemmed from infrastructure upgrades (i.e. transport), demand for residential property in Chatswood 
has been driven predominantly by Chinese buyers who have shaped Chatswood into a micro-market 
through their strong market interest, strong family ties and cultural preferences.  

Chatswood’s high level of amenity and proximity to the Sydney CBD make it a highly desirable 
suburb. Older residents enjoy shopping and transport links within walking distance and younger 
residents can commute easily to employment centres. These characteristics have resulted in 
consistent price patterns for residential uses over the past decade.   
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General market conditions 

Chatswood’s median house price currently sits around $2.3 million, almost double the median price 
recorded at the beginning of the decade. Median prices increased strongly from 2013 to 2017, 
growing an average 19 percent per annum, outperforming surrounding suburbs of Willoughby 
(average growth of 15 percent per annum), Artarmon (average growth of 13 percent per annum) and 
Roseville (average growth of 12 percent per annum). The housing market began to slow following 
the peak of the market in 2017, recording a modest growth of 1.6 percent over 2018/2019.   

The Chatswood apartment market has similarly recorded consistent growth over the past decade 
albeit at a more moderate pace. The median unit price is currently $1.05 million, an increase of 
$335,000 since 2010 (growth of nearly 50 percent). Market activity was at its peak between 2013 and 
2017 averaging 8 percent annual growth and 500 sales per annum.   

Figure 4 illustrates median house and unit prices in Chatswood over the 2010-2020 period.  

Figure 4: Median House and Unit Price Growth (2010-2020), Chatswood (source: Pricefinder) 

 

Median price growth and market activity for both detached houses and apartments has declined 
over the past 24 months following a non-resident foreign buyer tax introduced by the NSW 
Government in 2017. An additional 8 percent was added to the purchase price of an ‘off the plan’ 
apartment in Chatswood equating to an increase of around $80,000 for a $1 million apartment, 
$120,000 for a $1.5 million apartment and $160,000 for a $2 million apartment.  

While market conditions throughout the Greater Sydney region began to show signs of improvement 
following the May 2019 Federal Election, cash rate reductions by the Reserve Bank of Australia (RBA) 
only applied to Australian loans further dampening demand and the ability of foreign buyers to 
secure property.   

Any observed signs of improvement have since been dampened by the recent outbreak of COVID-
19 in early 2020. Sales volumes across NSW over the first two quarters of 2020 have been significantly 
lower (driven by restrictions on large gatherings), whilst growing unemployment is expected to 
further dampen the residential market over the course of 2020.  
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Market activity 

Detached housing is observed on the perimeters of the CBD to the north, east and south on land 
zoned both R2 Low Density and R3 Medium Density. Market investigations have identified a lack of 
recent sales in the Study Area. Some developers are observed to have ‘optioned up’ a selection of 
houses in earlier years in anticipation of an uplift in planning controls as foreshadowed in the draft 
CBD Strategy. Accordingly, dwelling sales outside of the Study Area have additionally been analysed 
to understand detached house values in Chatswood, i.e. dwellings ‘as is’ without development 
potential.  

Sales of detached houses outside of the CBD are equivalent to $2,000/sqm to $10,000/sqm of 
improved site area. Generally speaking, smaller size blocks reflect higher sales rates with other 
influencing factors being location, zoning, size and quality and market conditions at the time of sale.  

Many residential unit blocks are observed throughout the Study Area. Blocks on the fringe are 
typically older complexes while apartments in core retail areas comprise more modern high rise 
apartment buildings. Limited ‘off the plan’ activity is observed as many approved projects are on 
hold. Sale price ranges for each unit type are summarised in Table 4-1.  

Table 4-1: Analysis of mixed use and residential development site sales 

Type Sale Price Internal area (sqm) $/sqm 

Studio units $450,000 to $620,000 40 to 45 $10,200 to $13,700 

1-bedroom units $600,000 to $1,050,000 49 to 68 $11,000 to $18,000 

2-bedroom units $750,000 to $1,800,000 70 to 102 $10,500 to $22,000 

3-bedroom units $1,150,000 to $3,700,000 88 to 134 $9,200 to $35,300 

Location within proximity to the Interchange and Westfield Shopping Centre appears to be a key 
driver of apartment values with sales in the core retail areas achieving rates at the higher end of the 
above ranges.   

The next section examines commercial and retail land uses in Chatswood.  

4.2.2 Commercial land uses 

Trends and drivers 

Chatswood is one of Sydney’s major transport interchanges offering a high level of urban and retail 
amenity serviced by all forms of road and rail transport. The Chatswood Interchange has undergone 
a significant upgrade and reconfiguration which now accommodates Sydney Metro services, vastly 
improving connectivity between the CBD and the new Tallawong station in Rouse Hill. Chatswood’s 
position adjacent to Pacific Highway and accessibility to surrounding centres of Lane Cove, Artarmon 
and North Sydney further drive its appeal as an office and retail market.  

Commercial office uses are concentrated in the B3 Commercial Core area bounded by the 
Interchange to the east, Help Street to the north, Pacific Highway to the west and Albert Avenue to 
the south. The majority of Chatswood’s office floorspace is A Grade stock within commercial towers 
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although smaller scale office buildings and strata suites on the ground floor of mixed use complexes 
are observed in secondary fringe areas.  

Chatswood’s core retail area is generally focused around the Transport Interchange extending along 
Victoria Avenue and Albert Avenue to Chatswood Chase to the east. Chatswood’s retail offer includes 
a mix of enclosed shopping centres (Westfield Chatswood and Chatswood Chase) along with strip 
retail and smaller strata retail at the Interchange. Showroom style and large format retail uses are 
also observed along Pacific Highway.  

Whilst Westfield Chatswood is a major anchor for the local retail market, Chatswood’s dining precinct 
in the retail core is also a major driver of retail activation. The precinct is a popular dining destination 
on the Lower North Shore, attracting both locals and visitors from further afield.  

Secondary fringe areas along the Pacific Highway and to the north and south of the core retail area 
are observed to be patchy, with many struggling to attract and retain long term tenants. These areas 
generally serve Monday to Friday workers, and are either closed or operating on reduced hours on 
the weekend. High tenant turnover and vacancy are observed in these areas.  

Market activity 

Chatswood’s commercial office is tightly held with generally low vacancy, with four freehold assets 
sold over the past 12 months. The most recent and perhaps notable sales were the Zenith building 
at 821-841 Pacific Highway in Q2 2019 for some $430 million (analysing to around $10,000/sqm 
lettable area) and 845 Pacific Highway in Q4 2019 for $53 million (analysing to around $13,000/sqm 
lettable area) both highlighting the continued strength of the Chatswood office market.  

Sales evidence observed for smaller strata office suites in the core and fringe areas reflect a dollar 
range of $6,000/sqm to $20,000/sqm of lettable area depending on the location, level of street 
exposure and size of the suite.  

Sales activity for retail assets in Chatswood has been moderate in recent years with generally smaller 
strata suites and strip retail observed to have transacted. Recent sales evidence suggests that retail 
assets are achieving between $5,000/sqm and $30,000/sqm of lettable area largely dependent on 
location and extent of exposure.  

A full analysis of the residential and non-residential sales evidence is provided in Appendix A. The 
next section examines the development pipeline and development sites sales in Chatswood. 

4.2.3 Development activity 

Development pipeline 

Development activity in Chatswood has been limited in recent years. There is currently a pipeline of 
11 projects in the CBD at various stages of planning to deliver some 780 residential units and 
119,820sqm of non-residential floorspace, assuming all projects eventuate to delivery.    

Table 4-2 below summarises the Chatswood CBD’s development pipeline.  
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Table 4-2: Development pipeline, Chatswood CBD and surrounds (source: Atlas/Cordell Connect) 

Precinct Projects Units Retail GFA (sqm) Office GFA (sqm) Other GFA (sqm) 

Office Core 2 0 225 5,413 31,572 (hotel) 

Office Fringe 0 - - - - 

Retail Core 2 300 210 30,715 6,005 (RSL) 

Retail Fringe 1 355 100 5,334 - 

Pacific Highway 
Fringe 

4 57 7,005 31,000 - 

Outside of CBD 2 76 - 2,243 - 

Total 11 788 7,540 74,705 37,577 

*not all projects will eventuate into delivery 

The non-residential development pipeline is greater than the pipeline for residential apartments with 
several early planning alerts and/or planning proposals submitted for commercial office towers 
throughout the B3 Commercial Core zone or mixed-use towers with a significant office/retail 
component. Noteworthy projects include: 

 The Australia Post site (45 Victor Street) into 42 storey mixed use tower consisting of an 
indicative 300 apartments, 210sqm of ground floor retail and circa 1,900sqm of commercial 
office space 

 The ‘Bertram’ site (corner of Albert, Archer and Bertram Streets) into 3 mixed towers consisting 
of an indicative 27,170 of residential GFA (inclusive of 4 percent affordable housing) and some 
5,500sqm of retail/commercial space  

 Chatswood RSL (446 Victoria Avenue) into a 22-storey building consisting of a total 34,860sqm 
GFA (28,855sqm commercial office) and RSL Club over the lower ground to Level 2 and three 
levels of basement car parking 

 The Meridian project on the corner of Pacific Highway and Oliver Street has recently 
completed delivering circa 2,200sqm of retail/ commercial space.  

The projects recorded are at various stages of planning with 45 percent having been approved and 
deferred, and some 40 percent subject to a Planning Proposal or Development Application.  

Development site sales 

Development activity in Chatswood has slowed in the past 12-24 months as developers defer 
transactional activity due to slowing market conditions and/ or uncertainty around implementation 
of the draft Strategy. 

Our research indicates development sites have been purchased in a range of circumstances: 

 For development under existing planning controls 

 As an investment (residential or non-residential) with a view for longer term development 
hold 

 For development under proposed planning controls (under the draft Strategy).  
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There was a flurry of market activity from 2012 through to 2017 during the peak of residential boom. 
Our research indicates that some developers have ‘optioned up’ residential properties with the intent 
to consolidate and capitalise on the proposed planning controls in the draft Strategy.  

Though, in the 24 months to July 2020, sales activity has generally been of sites with existing buildings 
(residential and retail/commercial) purchased for investment with a view for long term development. 
Most of these sites have site areas sub-1,000sqm, below the minimum site area required to access 
the height and density controls proposed under the draft Strategy for the B4 and B3 zones.  

Table 4-3 outlines the analysis of prices paid for development sites. The value of development sites 
in Chatswood generally falls within a range of $3,000/sqm GFA and $6,000/sqm GFA potential (under 
existing planning controls).  

Table 4-3: Analysis of development site sales (source: Atlas) 

Address 

(Land Use Zone) 

Site 
Area 
(sqm) 

Sale Price 
(Sale Date) 

Permissible 
GFA* (sqm), 
FSR 

Analysis 
($/sqm GFA) 

Proposed 
GFA^ (sqm), 
FSR 

Analysis 
($/sqm GFA) 

2-4 Thomas St 

(B4) 

705 $25,100,000 

(Nov 2019) 

3,525, 5:1 $7,100 3,525, 5:1 $7,100 

15 Ellis St, 753 
Pacific Hwy 

(R4) 

1,239 $24,000,000 

(early 2018) 

2,106, 1.7:1 $11,400 7,434, 6:1 $3,200 

10-18 Moriarty Rd 

1A-25 Bowen Rd 

(R2) 

5,617 $51,987,400 

(2017/ 2018) 

2,247, 0.4:1 $23,100 16,009, 2.85:1 

(planning 
proposal 
outside 

Study Area) 

$3,200 

25-27 Eddy Rd, 18-
20 Freeman Rd (R4) 

1,858 $11,850,000 

(2018) 

1,858, 1.5:1 $4,200 Outside 
Study Area 

 

*under Willoughby LEP (2012); ^under draft Strategy  

Where prices paid are observed to be higher than $3,000/sqm GFA and $6,000/sqm GFA, this is 
generally an indication a site was purchased based on a greater development potential than under 
the existing planning controls. Location, zoning, site area and the number of allotments consolidated 
also influence how much is paid for a development site. 

The price paid for 15 Ellis Street and 753 Pacific Highway indicate it was on the basis of the proposed 
GFA, rather than on its permissible GFA under existing controls.  

The analysis in Table 4-3 is important as the price paid for a development site is critical to its feasibility 
for redevelopment. If a site was purchased on the basis of an FSR 6:1 development, depending on 
the price that was paid, the site could have limited capacity to contribute beyond the existing 
contributions regime (i.e. s7.11, s7.12, affordable housing).  
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4.2.4 Key observations and implications 

Findings from the market appraisal enable an understanding of the market dynamics influencing 
development in the Study Area. An understanding of these factors and key price points are crucial 
in assessing the tolerance of new development to community infrastructure contributions. These 
observations underpin the market assumptions adopted in the generic feasibility testing.  

Residential land uses 

Sales activity in Chatswood has been underpinned by the dominant cohort of foreign buyers who, 
up to until the introduction of a non-resident foreign buyer tax in 2017 were driving the strong 
residential activity in the market. While growth has moderated post 2017, underlying demand from 
this market is still evident, particularly for detached houses.  

Detached houses on the fringe of the CBD are selling for prices which are equivalent to between 
$2,000/sqm and $10,000/sqm of improved site area with location and zoning being the main 
determinants of price. Apartments across the CBD generally achieve prices analysing between 
$11,000/sqm up to $35,000/sqm of internal area with the main points of differences being location 
and distance from retail core areas, age of the building, floor level and aspect.  

Commercial and retail land uses 

Chatswood’s commercial office and retail markets are tightly held and underpinned by the high level 
of amenity and extensive transport links offered in Chatswood. Sales activity over recent years has 
been primarily strata assets however landmark commercial office buildings have also transacted.  

Commercial office strata suites are achieving between $6,000/sqm and $20,000/sqm of lettable area 
while retail strata shops and smaller freehold buildings achieve a similar range from $5,000/sqm to 
$30,000/sqm of lettable area. The main points of difference observed for commercial and retail price 
points is location and street exposure.  

Development sites 

Research indicates multi-lot sites have been ‘optioned’ as early as 2016 in anticipation of the draft 
Strategy’s implementation.  

The value of development sites in Chatswood generally falls within a range of $3,000/sqm GFA and 
$6,000/sqm GFA potential (under existing planning controls).  

Where prices paid are observed to be higher than $3,000/sqm GFA and $6,000/sqm GFA, this is 
generally an indication a site was purchased based on a greater development potential than under 
the existing planning controls. Location, zoning, site area and the number of allotments consolidated 
also influence how much is paid for a development site. 

The next section examines the capacity of development in the Study Area to pay community 
infrastructure contributions.  
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4.3 Potential community infrastructure contribution rates 

The capacity of development to pay contributions is finite. This capacity is influenced by a number 
of factors, including inter alia, if there is a change to planning controls. If a site’s density controls are 
changed to permit less development, its tolerance to any contributions will be reduced. Conversely, 
if a site’s density controls are changed to permit more development (assuming there is market 
demand), its tolerance to any contributions will be improved.  

4.3.1 When the Potential Community Infrastructure Contribution Rate Applies 

Our assessment of a CIC Rate assumes that the CIC Rate will not apply to non-residential floor space 
for the following reasons: 

 Implications of the minimum required non-residential floor space (FSR 1:1) on development 
feasibility particularly in fringe/ secondary areas.  

 The importance of Chatswood’s ability to grow as an office market and remain competitive 
with other major office markets in Greater Sydney.  

Implications on Development Feasibility  

Development in the proposed B4 zone requires a minimum non-residential floorspace of FSR 1:1. 
Depending on the size of a development site, the non-residential floorspace required could be 
substantial.  

Residential floorspace is generally more valuable than non-residential floorspace and is less sensitive 
to location within the Study Area. For retail and commercial floorspace, fringe/ secondary areas can 
struggle to attract and retain long term tenants and consequently be a more marginal proposition 
compared to prime/ core areas in the Study Area.  

Imposing a contribution on the non-residential floorspace could thwart the feasibility of non-
residential floorspace particularly in fringe/ secondary areas.  

Continued Growth of Chatswood’s Office Market  

Chatswood currently accommodates around 270,000sqm of total office stock, well below other office 
markets (outside of Sydney CBD) including Macquarie Park (850,000sqm), North Sydney 
(820,000sqm) and Parramatta (760,000sqm). Sydney CBD currently has around 5 million sqm (PCA, 
2020).  

The opportunity for supporting local amenity and services within an office market is underpinned by 
the size of the worker catchment. Large office markets such as Sydney CBD benefit from a critical 
mass of workers given their volume of floorspace and are therefore able to sustain the various 
business services (e.g. cafés, restaurants, wine bars, etc.) which contribute to overall retail and urban 
amenity. In contrast, smaller markets such as Chatswood with less floorspace have less capacity to 
support the range of business and retail services that contribute to amenity. The availability of these 
facilities in the Chatswood Interchange and retail precinct does to some extent offset the lack of 
amenity within the office core precinct.  

The proposed planning controls envisaged in the Chatswood CBD Strategy will enable Chatswood’s 
office market to grow and remain competitive in the Eastern Economic Corridor. Imposing a 
contribution on non-residential floorspace could be counteractive to Council’s objective of 
facilitating and supporting the growth of the Chatswood commercial core. 



   

27 

11291 Chatswood CBD CIC study_DRAFT_260820_v2 
August 2020  

Willoughby City Council 
Chatswood CBD Community Infrastructure Funding Study 

4.3.2 Premise of generic feasibility modelling 

This section undertakes generic feasibility modelling to test the tolerance of development to 
contribute to community infrastructure. The Residual Land Value (RLV) approach is adopted as the 
method of assessment.  

The RLV approach involves assessing the value of the completed product, making a deduction for 
development costs and a further deduction for profit and risk while ensuring the development 
achieves its target profit margin and target return. The amount that a development can afford to 
pay for the land is therefore a ‘residual’, i.e. the amount that remains after allowing for development 
costs and achievement of target hurdle rates.  

Stated differently, the RLV is the maximum price a developer would be prepared to pay for a site to 
support the opportunity to develop the site while achieving target hurdle rates for profit and project 
return.  

The feasibility modelling is framed by the following parameters: 

 A notional mixed-use development in the B4 zone (assuming permissibility of FSR 6:1 which 
includes FSR 1:1 non-residential floorspace). 

 A selection of sites (core and fringe locations) across the Study Area to reflect the difference 
location has on the end sale values of completed floorspace (residential and non-residential). 
For example, non-residential floorspace is most valuable in the retail core areas and can be 
significantly less in fringe areas where exposure and visibility are limited.  

 Application of required contributions, i.e. a 3 percent s7.12 rate3 for the Study Area and 
4 percent affordable housing contributions assumed as foregone revenue.  

 Land cost assumptions based on observations in Section 4.2.3 where research indicates 
development sites have been purchased in a range of circumstances: 

o For development under existing planning controls; 

o As an investment (residential or non-residential) with a view for longer term 
development hold; and 

o For development under proposed planning controls (under the draft CBD Strategy).  

The key variables that are critical for the feasibility modelling to consider are: 

 Location within the Study Area directly influences its revenue potential – for example, a site on 
the fringe of the Study Area that does not benefit for exposure or visibility would be less 
valuable for non-residential floorspace compared to a site a stone’s throw from the 
Interchange. Similarly, some locations in the Study Area lend themselves to higher residential 
revenue rates than other locations.  

 

3 Under Willoughby Local Infrastructure Contributions Plan 2019, in the case of a mixed-use development in Chatswood CBD, 
either a s7.11 or s7.12 rate will apply, whichever is greater. We undertook preliminary calculations for both rate pathways 
and found s7.12 contributions (3% of the development cost) to be greater than s7.11 contributions for our hypothetical 
project on a residential basis only. Our hypothetical project comprised a unit mix of studios (10%), 1 bedroom (20%), 2 
bedroom (50%) and 3 bedroom (20%). The adopted unit mix was determined from the analysis of development 
applications/approvals and existing modern buildings.  
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 Opportunity cost of land – many investment decisions to purchase/ consolidate sites are 
observed to have occurred premised on the draft Strategy’s proposed planning controls, with 
proponent developers observed to have carried out their due diligence by anticipating what 
‘could’ be required as a VPA contribution, how much revenue could be realised and the cost of 
redevelopment before working out what they could afford to pay incumbent landowners for 
potential site opportunities.  

These estimates of what ‘could’ be required as a VPA contribution would have differed among 
developers, and therefore resulted in a wide range of prices paid for development sites.  

There are several steps in the generic feasibility modelling: 

Step 1 - Develop a revenue profile for the Study Area but keeping development cost assumptions 
constant 

Step 2 - Incorporate cost and revenue assumptions to assess RLVs in profiled areas 

Step 3 - Compare assessed RLVs to the opportunity cost of land 

Step 4 - Test tolerance of development to contribute to community infrastructure.  

These steps are described in turn.  

Step 1 - Develop revenue profile 

Step 1 involves profiling the Study Area according to likely revenue potential (for residential and non-
residential floorspace in a new development). This profiling is based on observations and analysis of 
market activity in Section 4.2 which is also detailed in Appendix A.  

The objective of Step 1 is to enable the feasibility modelling to reflect the nuances of varying 
locational qualities in the Study Area. The revenue potential of a new development in the retail core 
area directly adjacent the Interchange will be greater than that of a new development say on Pacific 
Highway or the outer fringe areas of the CBD further from the train station. It is therefore important 
for the modelling to reflect the relative values of development as they have direct implications for 
the feasibility of community infrastructure contributions. 

Table 4-4 outlines the revenue profile and range of sale prices assumed across the Study Area.  

Table 4-4: Assumed revenue profile (source: Atlas) 

Profile Residential revenue, incl. GST 

($/m2 Net Saleable Area) 

Non-residential revenue, excl. GST 

($/m2 Net Saleable Area) 

Low (L) $15,000 to $17,000 $5,000 

Mid (M) $18,000 to $20,000 $7,500 

High (H) $20,000 to $22,000 $10,000 

For a detailed description of generic feasibility modelling assumptions refer to Appendix B.  
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Step 2 - Assess residual land values (RLVs) 

Based on the profiled areas in Step 1, Step 2 undertakes generic feasibility modelling of a notional 
mixed-use development (with a FSR of 6:1 which includes an FSR of 1:1 of non-residential floorspace). 
The feasibility modelling adopts revenue assumptions developed in Step 1 for the profiled areas, 
keeping assumed development costs constant.  

Table 4-5 outlines six profiled areas and testing results that reflect the differences in revenue 
potential (as indicated in Table 4-4) on the resultant RLV of a development site.  

Table 4-5: Areas tested and assessed RLVs (source: Atlas) 

Profiled 
Area 

Residential 
revenue profile 

Non-residential 
revenue profile 

Residual land value
($/sqm GFA)* 

Comments 

1 L H $3,100 Sites in the retail core close to the 
Interchange with differing residential 
revenue potential. 
Notwithstanding their location, some sites 
offer less potential for views and vistas.  

2 M H $3,700 

3 H H $4,500 

4 L M $2,800 Sites on the fringe of the Chatswood CBD 
with different residential and non-residential 
revenue potential.  
Sites on the northern fringe and along 
Pacific Highway are less desirable due to 
inferior amenity.  

5 M L $3,200 

6 M M $3,400 

*L = Low, M = Mid, H = High; ^rounded based on 1,200sqm site area (7,200sqm GFA - FSR 6:1 including FSR 1:1 
non-residential GFA) 

The following observations can be made: 

 Sites in and around the Interchange are the most valuable development opportunities - their 
RLVs ranging from $3,100/sqm GFA to $4,500/sqm GFA. The difference in RLVs is due to 
different residential revenue potential, i.e. a site that can average residential sale rates in 
excess of $20,000/sqm much more valuable that a site that averages sale rates of 
$15,000/sqm to $18,000/sqm.  

 Sites on the fringe of the Chatswood CBD are conceivably disadvantaged from a non-
residential revenue perspective, however residential revenues can help offset the lower non-
residential sale rates. Testing for these differences results in RLVs ranging from $2,800/sqm 
GFA to $3,400/sqm GFA.  

In summary, RLVs across the Study Area (assuming a notional mixed use development of FSR 6:1 
including FSR 1:1 non-residential) are modelled to fall within a range of $2,800/sqm GFA to 
$4,500/sqm GFA. The range reflects the relative values associated with the location of a site and its 
corresponding revenue potential.  

Step 3 - Consider the opportunity cost of land 

Having assessed the value of development opportunities from feasibility modelling in Step 2, Step 3 
considers the opportunity cost of land. This is relevant is it represents the price developers would be 
required to pay to consolidate a development site. 
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The ‘opportunity cost of a site’ refers to the value of a foregone option. In the Study Area, sites derive 
value from their existing buildings and uses. This is also referred to as a site’s value in existing-use. 
Some sites derive more value from latent development potential, in which case their value as a 
development site is greater than their value in its existing-use. The use that results in the highest 
value is referred to as ‘the highest and best use’.  

A ‘highest and best use’ is defined as “the use of an asset that maximises its potential and that is 
physically possible, legally permissible and financially feasible”4.  

The analysis of sales activity in Section 4.2.3 shows a varying range of prices paid for sites in the 
Study Area. This is because the highest and best use of sites is different - some are most valuable in 
their existing use while others are most valuable as redevelopment opportunities. 

It is relevant to consider the market activity that ensued following preparation and release of the 
draft CBD Strategy in 2016/ 2017. Investment decisions were made assuming that the draft CBD 
Strategy would be adopted and implemented in its then form.  

Table 4-6 outlines the profiled areas and their corresponding opportunity cost of land. In line with 
the foregoing discussion, the opportunity cost of land has regard to the highest and best use of a 
site. The highest and best use must be, inter alia, legally permissible. The proposed controls under 
the draft CBD Strategy are not legally permissible until they are adopted, endorsed and gazetted 
under legislation.  

Table 4-6: Areas tested, observed opportunity cost of land versus assessed RLVs (source: Atlas) 

Profiled Area Existing Controls Opportunity Cost of Land 

($/sqm GFA)* 
(a) 

Residual Land Value 

($/sqm GFA)* 
(b) 

Zone FSR 

1-3 

(Core areas) 

B4 7:1, 2.5:1, 1.7:1 $2,000 to $5,250 $3,100 to $4,500 

4-6  

(Fringe areas) 

R2, R3, R4 

B5 

0.4:1, 0.9:1, 0.7:1, 1.2:1, 1.5:1, 1.7:1 

2.5:1 

$1,500 to $3,250 $2,800 to $3,400 

*rounded based on proposed GFA potential (FSR 6:1 including FSR 1:1 non-residential GFA) 

Referring to Table 4-6, if the Opportunity Cost of Land (column a) exceeds the Residual Land Value 
(column b), development is not feasible to undertake (even without a community infrastructure 
contribution) under the proposed controls in the draft CBD Strategy. Requiring an additional 
contribution to community infrastructure (over and above existing contributions of s7.12, 4 percent 
affordable housing) is moot given that development is not feasible in the first instance.  

In contrast, if Column a is less than Column b in Table 4-6, development is feasible to undertake and 
could conceivably have capacity to contribute to community infrastructure.  

 

4 Australian Property Institute 
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Step 4 - Test tolerance to potential community infrastructure contribution 

Step 3 considered the opportunity cost of land to conclude the relative feasibility of development in 
the profiled areas. Based on the relative feasibility of development in the profiled areas, Step 4 tests 
the tolerance of sites to contribute to community infrastructure contributions.  

Where development is not feasible (whether due to valuable existing uses or a developer overpaying 
for a site), there will be no tolerance to a community infrastructure contribution. Where prudent 
investment decisions were made and provision was made for a VPA contribution (even if 
speculatively assuming adoption and implementation of the draft CBD Strategy), there is capacity 
for these developments to contribute to community infrastructure.  

Our analysis of the opportunity cost of land against the assessed RLVs indicates wide ranging 
capacity to contribute to community infrastructure. Sites that are not feasible to develop in the first 
instance have no capacity to contribute. However, sites that are feasible to develop under the 
proposed controls of the draft Strategy indicate capacity to pay of between $700/sqm to $1,300/sqm 
GFA.  

We recommend Council consider a community infrastructure contributions rate of $900/sqm 
additional GFA unlocked by the draft CBD Strategy. Given the wide ranging market dynamics in play, 
it is inevitable that some sites would be able to tolerate a greater rate than $900/sqm additional GFA.   

The recommendation of $900/sqm GFA is significantly lower than Council’s previous approach of 
requiring 50 percent of the land value uplift resulting from the proposed controls of the draft 
Strategy as a VPA contribution. The RLVs assessed in Table 4-5 indicate land value rates of 
$2,800/sqm GFA to $4,500/sqm GFA. Applying a 50 percent share would result in VPA contributions 
of $1,400/sqm GFA to $2,250/sqm GFA.  

There is less tolerance to potential community infrastructure contributions as Council had originally 
envisaged. This is due to a lack of clarity around the VPA contributions that would be payable when 
the draft CBD Strategy was released. Developers would have carried out their own due diligence to 
estimate what ‘could’ be payable as a VPA contribution. These estimates would have been varied 
widely, resulting in varying prices paid to consolidate sites. 
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4.4 Impact on development feasibility  

The capacity of development to contribute to community infrastructure is different for each site. In 
established urban centres like Chatswood, the feasibility of development is influenced by myriad 
factors including, critically, the cost of land. Where existing buildings are functional and valuable, 
their value may be too high to be economically feasible for redevelopment.  

An additional complexity to the Study Area is the inadvertent role of the draft Strategy in being a 
catalyst for site sales activity and corresponding rise in price levels for development sites, thereby 
eroding some of the potential for contributions to community infrastructure. Had there been a 
specified contributions amount that accompanied the draft Strategy in 2016/ 2017, due diligence 
investigations by developers would have conceivably been reflective.   

There are some areas of the Study Area which are proposed to experience a significant planning 
uplift under the draft CBD Strategy. Areas currently zoned R2 and R3 with modest FSR controls (FSR 
0.4:1 to FSR 1.7:1) could be entitled to access FSR 6:1 subject to 1,200sqm minimum site area. The 
corresponding increase in land values helps mitigate the impacts of a community infrastructure 
contribution.  

Despite the potential for sites to be developed to FSR 6:1, the minimum site area requirements could 
present a challenge for developers where consolidation with adjoining properties is difficult, 
expensive or requires negotiation with multiple strata holders. 

A community infrastructure contribution rate of $900/sqm for additional GFA represents a 
‘compromise’ rate that could allow sites already acquired to be progressed for development. Periodic 
review of development activity and take-up of development opportunities should be undertaken to 
inform upward adjustment of the contributions rate.  

The COVID-19 pandemic has had far-reaching consequences for the Australian economy. Vacancy 
rates in the commercial, retail and residential sector have increased while price discounting is 
observed in some markets. In established and desirable markets like Chatswood, the impacts are 
observed in minor slowing of take-up with market uncertainty contributing to some buyer restraint. 
Notwithstanding, Chatswood’s amenity and lifestyle offer amid limited new stock provide the market 
relief from the impacts observed in less established areas. 

Sensitivity testing shows price discounting has a greater impact on residual land values than a slower 
take-up of sales. A hypothetical 10% reduction in revenue results in approximately 20% reduction in 
residual land value whereas a doubling of sales take-up results in approximately 5% reduction in 
residual land value.  

Market observations do not suggest that significant price discounting will occur or is inevitable in a 
market such as Chatswood. Broader than the performance of sales in individual developments that 
is relevant to the implementation of Council’s community infrastructure scheme, is market 
uncertainty. Council could consider implementing a concessional rate to assist with market 
conditions during the COVID-19 pandemic 
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5 Conclusions and recommendations 

5.1 Community infrastructure scheme prospects 

Our investigations have concluded that gaining the support of the Department for community 
infrastructure schemes is difficult. This is based on the time it has taken for other councils to have 
community infrastructure provisions included in the LEPs. 

The Department’s position is generally that local infrastructure contributions (e.g. s7.11 / s7.12 
contributions) are the only lawful mechanism for developers to fund infrastructure, and that value 
capture schemes are inappropriate. 

Despite this, advice from the Department suggests that where a council seeks to implement a 
comprehensive infrastructure plan and that includes the use of VPAs, this may be supported. 

In order to gain the Department’s approval Council will need to promote the fact that the community 
infrastructure scheme will enable a range of infrastructure to be potentially provided within 
development sites and so meet one of the critical requirements of the Department. It will also need 
to show that the scheme is necessary because it operates in a complimentary manner to local 
infrastructure contributions to achieve the CBD strategic infrastructure plan. 

5.2 Community infrastructure contribution rate 

The consultant team considers a contribution rate of $900/sqm is a conservative contribution rate 
that can be absorbed by development sites. A discounted or concessional rate of $630 to $765, 
reflecting a discount of 15 to 30 per cent, is further recommended to reflect and assist with the 
economic ramifications of the COVID-19 pandemic. The concessional rate should revert to the 
recommended rate of $900/sqm when market conditions improve. 

5.3 Makeup of infrastructure schedule 

The experience of other councils highlights the importance of closely aligning the community 
infrastructure in a possible LEP clause with the land use definitions and items contained in the CIC 
works schedule. These items must also be able to be linked to an increase in infrastructure demand 
stemming from additional development.  

We have provided separate comments on the draft infrastructure schedule at section 2.2 that 
include: 

 indicating whether for each item is consistent with the proposed CIC definition 

 indicating whether each item could be delivered on or next to a development site, such as 
play spaces, a child care or floor space for community space 

 revised item descriptions to clarify the location and scope of works 

 providing separate costs for land and capital works 

 indicating whether each item will be partly or fully funded using CIC contributions 

 changes to delivery timeframes for public facing schedule. 
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5.4 Community infrastructure contribution scheme guidelines  

Draft community infrastructure scheme guidelines should be prepared (GLN will prepare draft 
guidelines as part of a draft VPA policy).  

The draft VPA policy will have regard to the Department’s draft VPA practice note including: 

 The responsibilities of Council and an applicant to ensure probity and transparency 

 The requirements for a letter of offer 

 The apportionment of costs and resources in preparing a VPA 

 The generation and use of contribution credits 

 Security and insurance requirements 

 The process and requirements to dedicate land and / or easements 

 Dispute resolution 

 How changes to VPAs are handled 

 How responsibilities under a VPA are transferred  

 The types of public purposes Council will seek through a VPA 

 Councils position to substitute a contribution outcome  

 Public notification in accordance with the EP&A Act 

 Pooling of monetary contributions 

 Registration of VPAs on the certificate of title  

 VPA monitoring and public information and reporting. 

5.5 Recommendations  

Based on our research of existing and proposed community infrastructure contribution schemes and 
the analysis of the Chatswood CBD, the following recommendations are provided to Council: 

Recommendation 1: that Council update the Willoughby Local Environmental Plan 2012 to 
generally reflect the approach used in clause 8.7 of the Penrith Local Environmental Plan 2010.  

Recommendation 2: that the Council adopt the Draft Willoughby Planning Agreement Policy at 
Appendix C, including community infrastructure sections, to implement the proposed community 
infrastructure provisions contained in the new LEP provision for the Chatswood CBD. 

Recommendation 3: that Council update the draft CIS works schedule to reflect the dwelling and 
GFA amendments stemming from the Department’s partial endorsement that includes the 
recommended $900/sqm community infrastructure contribution rate. This rate should be discounted 
to $630 to $765 to reflect and assist with the economic ramifications of the COVID-19 pandemic. The 
discounted rate should be subject to Recommendation 4 and revert to the recommended rate when 
market conditions improve. 

Recommendation 4: that Council periodically review development activity to inform possible 
upward adjustments of the community infrastructure contribution rate.  
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Recommendation 5: that a community infrastructure scheme for Chatswood CBD be underpinned 
by the following principles: 

 Nexus - that some of the value afforded to sites is returned to the community to provide 
the infrastructure that will be needed to support increased development densities in the 
Chatswood CBD 

 Transparency - Council clearly communicates what infrastructure is to be provided and how 
contribution rates and community benefit are calculated and applied to individual sites 

 Equity - both infrastructure and incentives for development are based on equity and fairness 

 Practical - the implementation of the mechanism must be practical and occur in a timely 
fashion to avoid delays and provide certainty for commercial dealings 

 Feasibility - the contributions must not create development opportunities which are not 
economically viable. 

Recommendation 6: Council resolve to apply the draft CIC scheme to site-specific planning 
proposals as an interim measure until the Chatswood CBD planning proposal (including an LEP 
clause for CIC) is implemented. Parramatta Council has adopted this approach and successfully 
applied it to a number of site-specific planning proposals that have received a Gateway 
determination from the Department and which have been finalised.  

Appendices 
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APPENDIX A: 
MARKET ACTIVITY ANALYSIS
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Table A1-1: Detached houses sales analysis, Chatswood 

Address Sale date Sale price Site area (sqm) $/sqm improved 
area 

R2 Low Density Residential Zone 

115 Archer Street 

Detached house 03/20 $3,290,000 651 $5,054 

A circa 1920 built 5 bedroom, 4 bathroom two storey rendered dwelling with attached tandem carport. 
Extended and renovated to a modern standard. Located 300m north from Chatswood Chase.  

36 Neridah Street 

Detached house 03/20 $6,000,000 657 $9,132 

A circa 1920 built 5 bedroom 2 bathroom two storey brick dwelling with attached undercover parking for 4 
cars. Extended and renovated to a modern standard. Located 350m south from Chatswood Chase.  

8 Archer Street 

Detached house 12/19 $2,800,000 443 $6,321 

A circa 1920 built 5 bedroom 4 bathroom single storey brick dwelling with single covered carport. Renovated. 
Located 500m south from Westfield Chatswood.  

112 Archer Street 

Detached house 11/19 $2,760,000 506 $5,455 

A circa 1920 built 3 bedroom 2 bathroom single storey brick/timber clad dwelling with off street parking. 
Renovated internally. Located 500m north from Chatswood Chase.  

R3 Medium Density Residential Zone 

245 Victoria Street 

Detached house 12/19 $2,750,000 312 $8,814 

A circa 1950 built 4 bedroom 2 bathroom single storey brick dwelling with off street car parking. Original 
condition. Located 450m east from Chatswood Chase.   

31 Archer Street 

Detached house 06/19 $2,900,000 753 $3,851 

A circa 1950 built 4 bedroom 3 bathroom single storey brick dwelling with off street parking. Partly renovated. 
Located 300m south from Westfields Chatswood.  

Source: Atlas/CoreLogic RP Data 
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Table A1-2: Apartment sales analysis, Chatswood CBD and surrounds 

Address/unit type Sale date Sale price Internal floor area $/sqm internal 
area 

Office Core 

1 Katherine Street  

A circa 2003 built 25 storey mixed use building consisting of 3 levels of commercial office and 196 residential 
units over 7 levels of car parking. Located 200m west from Chatswood Interchange.  

Studio 10/19 $618,000 45 $13,733 

1 bedroom units 07/19-02/20 $796,000-$855,000 54-65 $13,154-$1,741 

2 bedroom units 
11/19-04/20 

$1,330,000-
$1,450,000 

80-90 $15,400-$16,625 

3 bedroom units 04/20 $2,350,000 131 $17,939 

Retail Core 

88 Archer Street 

A circa 2016 built 13 storey mixed use building containing ground floor retail/commercial and residential units 
above with 3 levels of basement car parking. Located within the CBD adjoining the Concourse.   

Studio/1 bedroom flex units 07/19-11/19 $427,000-$460,000 40-45 $10,222-$10,688 

Retail Fringe 

28-30 Anderson Street 

A circa 2017 built 13 storey mixed use building consisting of ground floor retail and 156 residential units over 2 
levels of basement car parking. Located 130m north from the Concourse.  

1 bedroom units 02/19-01/20 $880,000-$1,040,000 60 $14,667-$17,333 

2 bedroom units 08/19-03/20 $1,553,000-
$1,760,000 

77-80 $20,169-$22,000 

3 bedroom units 10/19 $2,450,000 117 $20,940 

2A and 2B Help Street 

A circa 2001 built mixed use complex consisting of 2 x 18 storey residential towers over a podium and ground 
floor retail/commercial and 3 levels of basement car parking. Located opposite the Concourse, 300m north 
from Chatswood Interchange.  

1 bedroom units 02/19-05/20 $600,000-$890,000 55 $11,600-$16,182 

2 bedroom units 02/19-05/20 $738,000-$1,600,000 70-88 $10,543-$18,182 

3 bedroom units 06/19-11/19 $1,488,800-
$1,650,000 

88-97 $15,348-$15,825 

17 Albert Avenue, 7 & 13 Oscar Street 

A circa 2018 built 6 storey residential flat building with 49 units over basement car parking. Located 350m 
south-east from Westfields Chatswood.  
1 bedroom units 02/19-12/19 $639,000-$960,000 51-59 $12,057-$16,271 

2 bedroom units 03/19-01/20 $1,470,000-
$1,602,000 

 

 

80-90 $17,386-$18,375 
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Address/unit type Sale date Sale price Internal floor area $/sqm internal 
area 

38C Albert Avenue 

A circa 2016 built 8 storey mixed use building consisting of 6 storeys of residential units over ground and first 
floor commercial/retail and 2 basement levels. Located 50m south-east from Westfields Chatswood.  
2 bedroom units 02/19-03/20 $1,000,000-

$1,585,000 
88 $11,364-$18,011 

3 bedroom units 03/20 $1,885,000 125 $15,080 

69 Albert Avenue 

A circa 2014 built 33 storey residential tower with 147 apartments over a concourse level and basement car 
parking. The concourse level connects with Chatswood Interchange.  
1 bedroom units 02/19-02/20 $760,000-$878,000 50-51 $14,902-$17,560 

2 bedroom units 05/19-03/20 $1,400,000-
$1,620,000 

78-90 $15,556-$20,000 

3 bedroom units 03/20 $3,638,000 103 $35,320 

Pacific Highway Fringe 

809-811 Pacific Highway 

A circa 2001 built 19 storey mixed use building with 16 storeys of residential units and 3 levels of commercial 
over 8 basement levels. Located on the eastern side of Pacific Highway, 300m west from Chatswood 
Interchange.  1 bedroom units 02/19-04/20 $600,000-$720,000 49-51 $12,000-$14,118 

2 bedroom units 06/19-11/19 $985,000-$1,160,000 74-102 $11,373-$13,311 

Outside of CBD 

552-554 Pacific Highway 

A circa 2003 built 7 storey mixed use building consisting of 7 residential levels over lower ground retail and 
basement car parking. Located on the western side of Pacific Highway, 1km south from Chatswood 
2 bedroom units 12/19-03/20 $915,000-$981,000 81-90 $10,900-$11,296 

3 bedroom units 03/19-02/20 $1,155,000-$1,240,000 102-134 $9,254-$11,324 

18 Freeman Road 

A circa 2020 built 7 storey residential flat building consisting of 32 home units over 2 levels of basement car 
parking. Located opposite Chatswood High Oval, 750m south-west from Chatswood Interchange.  

1 bedroom units 05/19 $950,000 55 $17,272 

2 bedroom units 05/19-03/20 $1,360,000-
$1,500,000 

82 $16,585-$18,293 

Source: Atlas/CoreLogic RP Data 
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Table A1-3: Commercial office sales analysis, Chatswood CBD 

Address/Type Sale Date Sale Price Site Area 
($/sqm) 

Lettable Area 
($/sqm) 

Office Core 

1 Katherine Street 

Strata Office Suites 11/19-03/20 $336-364-$670,909 SP 46-52 

($6,469-
$14,585) 

Strata office suites within a circa 2003 built 25 storey mixed use building with commercial office on levels 1-3 
residential units above and 7 levels of car parking. Located 200m west from Chatswood Interchange.  

2-4 Thomas Street 

Torrens Commercial Building 11/19 $25,150,000 706 ($35,648) 1,328 ($18,938) 

A circa 1975 built 3 storey commercial office over basement parking providing 12 spaces. Configured to be 
occupied by a single tenancy. The property is within the B4 Mixed Use zone with uplift potential. Located 
opposite Chatswood Interchange.  

24 Thomas Street 

Strata Commercial Building 11/18 $9,000,000 543 ($16,575) 1,012 ($8,898) 

An ‘in one line’ sale of a three storey strata titled commercial office building with 5 commercial office suites. 
The property is within the B3 Commercial Core zone with uplift potential. Located 150m west from Chatswood 
Interchange.  

Office Fringe 

7 Railway Street 

Strata Office Suite 06/18 $541,000 SP 50 ($10,820) 

An A grade strata title commercial office suite on level 4 of ‘Era’ (by Mirvac), a multi storey residential and 
commercial tower. Located 350m north from the Interchange.  

Pacific Highway Fringe 

813 Pacific Highway  

Strata Office Suite 10/19 $513,000 SP 51 ($10,059) 

A strata title commercial office suite on level 4 of a circa 2001 built 23 storey mixed use building. Located on 
the eastern side of Pacific Highway, 450m north from Chatswood Interchange. Sold with an existing tenancy.  

845 Pacific Highway  

Torrens Commercial/Retail Building 10/19 $53,000,000 2,074 ($25,554) 4,109 ($12,899) 

A multi storey A Grade commercial office/retail building with a total NLA of 4,109sqm (retail car wash of 
944sqm and commercial office 3,165sqm) with 55 car spaces. The property is within the B3 Commercial zone 
with uplift potential.  Located on the eastern side of Pacific Highway, 600m north from Chatswood 
Interchange.  

821-843 Pacific Highway  

Torrens Commercial/Retail Building 06/19 $431,137,612 7,990 ($53,960) 44,102 ($9,776) 

An A Grade commercial office asset comprising 2 towers with a total NLA of 44,102sqm over basement car 
parking for 785 vehicles. Sold 100 percent leased. The property is within the B3 Commercial Core zone with 
uplift potential. Located on the eastern side of Pacific Highway, 500m north from Chatswood Interchange.  
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Address/Type Sale Date Sale Price Site Area 
($/sqm) 

Lettable Area 
($/sqm) 

574 Pacific Highway 

Torrens Commercial Building 08/19 $5,550,000 524 ($10,592) - 

A Torrens title 2 storey commercial office building sold with an existing tenant. The property is within the B5 
Business zone with uplift potential under existing and proposed controls subject to approval. Located on the 
western side of Pacific Highway 750m south from Chatswood core office and retail precincts.  

546 Pacific Highway 

Torrens Commercial Building 09/18 $6,100,000 683 ($8,931) 400 ($15,250) 

A Torrens title 2 storey mixed use building with ground floor showroom and first floor office, garages and 
yard space. The property is within the B5 Business zone with uplift potential under existing and proposed 
controls subject to approval. Located on the western side of Pacific Highway 850m south from Chatswood’s 
core office and retail precincts.  

Outside of CBD  

65 Victoria Avenue 

Torrens Showroom/warehouse 05/20 $5,200,000 1,113 ($4,672) 1,600 
($3,25

0) 

A Torrens title 2 storey office/warehouse building with onsite parking. Located 2.3kms east from Chatswood 
Interchange.  

Source: Atlas/CoreLogic RP Data 

Table A1-4: Retail sales analysis, Chatswood CBD and surrounds 

Address/Type Sale Date Sale Price Site Area ($/sqm) Lettable Area 
($/sqm) 

Retail Core 

322 Victoria Avenue 

Torrens Retail Building 12/19 $6,400,000 164 ($39,024) 211 ($30,332) 

A Torrens Title 2 storey strip retail building occupied by Mr Vitamins. Located in the retail core adjoining 
Westfields Chatswood.  

427-441 Victoria Avenue 

Strata Retail Shop 12/19 $2,860,000 SP 325 ($8,800) 

A ground floor strata shop located in the retail more with rear access. Sold with an existing tenancy.  

63A Archer Street 

Strata Retail Shop 08/19 $2,765,000 SP 483 ($5,725) 

A strata  shop on the ground floor of a low rise commercial building. Located  

36 Archer Street  

Strata Retail Shops 08/19 $1,380,000-$2,455,000 SP 131-222  

($10,534-$11,059) 

Two strata shops on the ground floor of a circa 2011 built mixed use building. Located 150m south from 
Chatswood Chase and 250m east from Westfields Chatswood.  
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Address/Type Sale Date Sale Price Site Area ($/sqm) Lettable Area 
($/sqm) 

Pacific Highway Fringe  

809-811 Pacific Highway 

Strata Retail Shops 08/19-11/19 $630,000-$1,200,000 SP 55-77  

($11,455-$15,584) 

Strata title retail shops on the ground floor of a circa 2003 built 19 storey mixed use building. Located on the 
eastern side of Pacific Highway, 300m west from Chatswood Interchange. 

813 Pacific Highway 

Strata Retail Shops 11/19-12/19 $448,112-$930,000 SP 42-104  

($8,942-$10,423) 

Strata titled semi-retail suites on the ground level of a circa 2001 built 23 storey mixed use building. Located 
on the eastern side of Pacific Highway, 450m north from Chatswood Interchange.  

158 Victoria Avenue 

Torrens shop/residence 07/19 $2,130,000 228 ($9,342) 133 ($16,015) 

A circa 1920 two storey shop/residence sold occupied by an existing tenant. Located 1.5km east from 
Chatswood Interchange.  

Source: Atlas/CoreLogic RP Data 
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APPENDIX B: GENERIC FEASIBILITY 
MODELLING ASSUMPTIONS
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Generic feasibility modelling is undertaken by Atlas to examine the feasibility of development to 
potential contribution to community infrastructure.  

Revenue assumptions 

Based on development and market activity, development yield assumes average unit sizes and mixes 
have been assessed for the Chatswood CBD. The average unit sizes adopted are summarised in 
Table B-1.  

Table B-1: Average unit size and mix, Chatswood CBD (source: Atlas) 

Unit Type Mix ( percent) Average NSA (sqm) 

Studio 10% 45 

1 bedroom 20% 55 

2 bedroom 50% 85 

3 bedroom 20% 120 

Car parking is assumed according to development controls in the Willoughby Development Control 
Plan for shop top projects - 0 spaces (studio), 0.5 spaces (1 bedroom units), 1space (2 and 3 bedroom 
units) and 1 space per 60sqm of commercial/retail floorspace.   

Three revenue scenarios are tested to understand the range of capacity to pay a community 
infrastructure contribution.  

Table B-2: Average revenue assumptions (source: Atlas) 

Unit type (Avg. Internal Area) Low revenue Mid-range High revenue 

Studio units (45sqm) $15,000/sqm $17,000/sqm $20,000/sqm 

1 bedroom unit (55sqm) $15,000/sqm $17,000/sqm $20,000/sqm 

2 bedroom unit (85sqm) $18,000/sqm $20,000/sqm $22,000/sqm 

3 bedroom  unit (120sqm) $20,000/sqm $22,000/sqm $25,000/sqm 

Retail/Commercial $5,000/sqm $7,500/sqm $10,000/sqm 

Other revenue assumptions: 

 50 percent of apartments are pre-sold prior to construction and the balance sold on completion 

at a rate of 3-5 units per month. 

 GST is included on the residential sales but excluded on non-residential sales. 

 Marketing and legal costs are assumed at 1 percent and 0.5 percent respectively of gross sales 

revenue.  

 Sales commission on sales included at 2.5 percent of gross residential sales and 2.0 percent of 

non-residential sales.  
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Cost assumptions 

Cost assumptions are generic in nature and based on experience and industry cost publications.  

 Land cost based on estimate of existing property values by property type: 

o Detached housing ranging from $5,000/sqm to $9,000/sqm of site area.  

o Residential and mixed use buildings ranging from $5,000/sqm to $15,000/sqm of site area.  

o Commercial office buildings ranging from $10,000/sqm to $30,000/sqm of site area.  

o Retail buildings ranging from $10,000/sqm to $40,000/sqm of site area.  

 Legal and due diligence costs assumed at 0.5 percent of land cost and is assumed to be paid 

on exchange in Month 1. 

 Demolition cost at $100/sqm of site area.  

 Construction build costs: 

o Residential at $3,000/sqm of residential building area; 

o Residential balconies at $1,000/sqm; 

o $2,500/sqm for retail/commercial building area; 

o $55,000 per basement car space.  

 Site costs and lead-in services works each at 2 percent of construction cost. 

 Professional fees at 8 percent of construction cost. 

 Development management at 1 percent of construction cost. 

 Construction contingency of 5 percent of construction cost.  

 Statutory fees and charges: 

o DA, CC and long service levy at statutory rates. 

o Section 7.12 contributions at 3 percent of development cost for sites within the CBD 

boundaries (assumed to be all).  

 Holding costs including land tax, Council and water rates.  

Other cost assumptions: 

 Developer equity used for land purchase cost with remaining costs debt funded with interest 

capitalised monthly (nominal 6 percent per annum) 

 Finance establishment cost of 0.35 percent of peak debt.    



   

46 

11291 Chatswood CBD CIC study_DRAFT_260820_v2 
August 2020  

Willoughby City Council 
Chatswood CBD Community Infrastructure Study 

Hurdle rates and performance indicators 

Target hurdle rates are subject to perceived risk of a project (planning, market, financial and 
construction risk). The higher the project risk, the higher the hurdle rate. The following performance 
indicators are relied upon: 

 Development Margin profit divided by total development costs (including selling costs). A target 

development margin of 20 percent is assumed as the hurdle rate. 

 Discount rate refers to the project internal rate of return (IRR) where net present values of an 

investment is zero. A target discount rate of 20 percent is assumed as the hurdle rate.  

Residual Land Value is arrived at by assessing the maximum land value a developer is willing to pay 
based on both hurdles of development margin and discount rate being met. 
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APPENDIX C: DRAFT VOLUNTARY 
PLANNING AGREEMENT POLICY  
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See ATTACHMENT 3 of same Council Report on 14 Sept 2020
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APPENDIX D: GLOSSARY
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Term Definition 

‘As Is’ value Refer to Existing-use Value 

Atlas Atlas Urban Economics 

Capacity to contribute The capacity of a development site to contribute to infrastructure 
and remain feasible to develop 

CBD Central business district 

CBD Strategy  Chatswood CBD Planning and Urban Design Strategy 2036 

Council Willoughby City Council 

Development profit Total revenue less total cost including interest paid and received, or 
the spread between cost to develop and value on completion 

Department Department of Planning, Industry and Environment 

Existing-use value The value of a site in its existing use, also referred to as ‘as-is’ value 
(i.e. before a rezoning/upzoning). This could be higher or lower 
than its value as a development site. 

FSR Floor space ratio 

GFA Gross floor area 

GLN GLN Planning 

IPART Independent Pricing and Regulatory Tribunal 

IPC Independent Planning Commission 

IRR Internal rate of return - A measure of an investments expected 
future rate of return 

Land value uplift This refers to the value ‘created’ as a result of a change to planning 
controls. It is the difference between the value of a site before and 
after a rezoning/ upzoning. 

LEP Local environmental plan 

LIC Local Infrastructure Contribution 

Market value The value of a site in its existing use or the value of a site as a 
development opportunity (as permitted by existing planning 
controls), whichever is the higher. 

RBA Reserve Bank of Australia 

RLV Residual land value – The maximum price a developer would be 
prepared to pay for a site in exchange for the opportunity to 
develop the site, whilst achieving target hurdle rates for profit and 
project return. This represents the site value after a 
rezoning/upzoning of the site. 
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Term Definition 

S7.11 contributions A contribution of money or land imposed as a condition on a 
development consent or complying development certificate. The 
contribution cannot be more than an amount that reflects the 
relationship (or nexus) between the particular development and the 
infrastructure the subject of the contribution. 

S7.12 levy Fixed rate levy imposed as a condition on a development or 
complying development certificate. 

Value capture / sharing A sharing/capture of land value uplift as a development 
contribution to be appropriated to public benefit. 

Value uplift This can refer to the increased value of an asset due to improved 
transport services (e.g. new train line or new motorway access) or 
enhanced development potential. In the context of the Study, Value 
Uplift refers to Land Value Uplift following a rezoning or upzoning 
of a site. 

 




