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15.1 Potential development options for the land at 12 Red Cedar Drive 
Reynella      

1. H2 

This is a new proposal, concept or issue. 

Manager: Jock Berry, Manager Property and Commercial 

Report Author: David Haslam, Senior Property Officer 

Contact Number: 8301 7227 

Attachments: 1.  Aerial Photograph of reserve (1 page) 

 

1. Purpose 

This report provides Council with a range of potential development options for the 
surplus land at 12 Red Cedar Drive, Reynella and seeks Council direction on the 
preferred marketing option (subject to Council’s approval of the final revocation at 
an earlier agenda item on 20 March 2018). 

 

2. Recommendations 

1. That: 

a. under the provisions of Section 90(2) of the Local Government Act 
1999 an order be made that the public, with the exception of staff on 
duty, be excluded from attendance at the meeting in order to consider 

this item in confidence. 

b. the Council is satisfied that it is necessary that the public, with the 
exception of staff on duty, be excluded to enable the Council to 

consider the report at the meeting on the following grounds: 

Section 90(3)(b) information the disclosure of which -  

(i) could reasonably be expected to confer a commercial advantage 

on a person with whom the council is conducting, or proposing to 
conduct business, or to prejudice the commercial position of the 

council; and 

(ii) would, on balance, be contrary to the public interest; 

c. accordingly, on this basis the principle that meetings of the Council 
should be conducted in a place open to the public has been outweighed 

by the need to keep the information or discussion confidential. 

2. That for the council owned reserve currently described as Allotment 110 in 
Deposited Plan 9903, comprised in Certificate of Title Volume 4003 Folio 266 

and delineated in red on attachment 1 to the agenda report, Council: 

2.1 notes the contents of the agenda report and the potential development 

options available, 

2.2 resolves that the subject land be disposed of on the open market in the 
following manner:  

2.2.1 in its present state as a vacant allotment of approximately 
1,321 m², 

OR 

2.2.2 following a land division development only for either seven (7) 
row allotments or five (5) allotments, 
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OR 

2.2.3 following land division and complete residential development 
with either seven (7) row dwellings or five (5) detached 

dwellings. 

2.3 notes that the final disposal strategy (ie. auction, expression of 

interest, listing) will ultimately be influenced by the potential 

development option adopted in 2.2 above and will be guided by 
professional real estate advice at the time to achieve the best possible 

return to Council. 

3. Authorises the Chief Executive Officer to sign any documents necessary to 

progress the disposal of the subject land through to completion. 

4. That the matter of Potential development options for the land at 12 Red 

Cedar Drive, Reynella having been considered by the Council in confidence 

under sections 90(2) and 90(3)(b) of the Local Government Act 1999 that an 
order be made under the provisions of sections 91(7)and (9) of the Local 
Government Act 1999 that the Potential development options for the land at 
12 Red Cedar Drive, Reynella and the minutes and the report of the Council 

relating to discussion of the subject matter be kept confidential until the 
subject land has been disposed.  

5. That, pursuant to section 91(9)(a) of the Local Government Act 1999, 
Council delegates the duty to conduct an annual review of the confidentiality 

order to the Chief Executive Officer, or their sub-delegate. 

6. That, pursuant to section 91(9)(c) of the Local Government Act 1999, 
Council delegates the power to revoke the confidentiality order to the Chief 

Executive Officer, or their sub-delegate. 

 

3. Background 

At its meeting on 13 December 2016, Council declared ‘in principle’ that the subject 
reserve was surplus to requirements and suitable for disposal and approved the 
commencement of the public consultation phase of the revocation process and that 
net proceeds be placed into the former Commercial Activity fund. 

Upon receiving an earlier Agenda Item at its meeting on 20 March 2018, Council 
considered the revocation of the subject land from its community land classification 
with the view to enable the land to be sold on the open market. 

Council further noted that the potential development options for the subject land 
were to be considered in this subsequent CONFIDENTIAL report. 

 

4. Financial Implications 

Consistent with the Council approval of 13 December 2016, it is proposed that the 
net proceeds (gross proceeds less revocation and disposal costs) from the sale of 
the subject land be reassigned to the Strategic Acquisitions Reserve Fund to assist 
with the purchase of future strategic land acquisitions and other projects. 

The potential financial outcomes that could be derived from the sale of the subject 
land are considered under Risk and Opportunity Management. 
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5.  Risk and Opportunity Management 

The subject land is zoned Residential – Medium Density Policy Area 40.  The 
objectives of this zone are: 

1. A residential policy area comprised of a range of medium density dwellings, 
including a minimum of 15 per cent affordable housing, in close proximity and 
designed to integrate with areas of open space, higher order centres and public 
transport nodes. 

2. Development that achieves good residential design principles and minimises 
the potential impact of garaging of vehicles on the character of the area. 

3. Development that achieves sustainable development outcomes and supports 
the viability of community services and infrastructure. 

4. Development that integrates high quality landscaping to improve residential 
amenity and streetscapes. 

5. Development that contributes to the desired character of the policy area. 

Development should generally be one to two storeys in height and have a minimum 
site area (and in the case of residential flat buildings and group dwellings, an 
average site area per dwelling) and a frontage to a public road not less than that 
shown in the following table: 

 

Dwelling type Additional 
circumstance 

Site area excluding a 
battle-axe configuration 
(square metres) 
 

Minimum 
frontage 
(metres) 

Detached 
 

_ 270 minimum 9 

Semi-detached 
 

_ 270 minimum 9 

Group dwelling 
 

1 storey 250 average 18 

Group dwelling 
 

2 storeys 200 average 18 

Residential flat 
building 
 

1 storey 250 average 18 

Residential flat 
building 
 

2 storeys 200 average 18 

Row dwelling 
 

_ 180 minimum 6 

 

Analysis 

Council has obtained detailed valuation advice to enable consideration to be given 
to the most relevant potential development options specific to the subject land at 
12 Red Cedar Drive, Reynella.  Three initial options are summarised for Council’s 
consideration as follows: 
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1. Disposal of the land in its present state as one vacant allotment of 
approximately 1,321 m² with potential for development by any proposed 
purchaser. 

2. Disposal of the vacant land following a land division development only. 

3. Disposal of the land following land division and residential development 
(house and land). 

In arriving at the above options, the valuation advice considered the range of built 
forms available in the market place and matched this to an achievable density 
development for the site.  The result was that the development of row dwellings 
(maximum of seven) at or near minimum frontages for construction over two levels 
generated the highest level of occupation. 

Based on this assessment the three options were then considered in more detail to 
arrive at indicative dollar return comparisons.  Such comparisons, whilst recognising 
that the site is ideal for development, also considered the costs associated with the 
development and the levels of individual risk associated with generating the 
estimated return.  In each case an indicative matrix is included together with a risk 
and opportunity matrix. 

Whilst row dwellings achieve the highest occupancy level, they are not the only 
options.  Development of five allotments for detached houses is also considered in 
detail in the additional two matrixes later in this report.    

1.  Disposal of the land in its present state 

 
 

The matrix above indicates a potential net return of approximately $480,000 in its 
current state with nominal marketing costs over a limited time and a very low 
exposure to risk (based on an advised market value of approximately $500,000). 

Risk 

Identify Discussion 

The land is placed on 
the open market in its 

Whilst this is always a risk when dealing with real 
property, the fact that there are limited on-going 
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present state but is not 
sold. 

 

holding costs to Council (it has been an underutilized 
reserve for decades) lessens the financial impact to 
council resulting from the property being on the 
market for a pro-longed period.  

 

 

Opportunity 

Identify Maximising the opportunity 

Disposal of the subject 
land is progressed in its 
present state. 

This option provides minimal risk, minimal up-front 
costs and represents an opportunity to obtain 
proceeds in the shortest possible timeframe.  

The potential for large 
building companies to 
pay a premium for small 
parcels of well-located 
and well serviced land 
ideally suited to 
development. 

It is not uncommon in the market place for large 
builders to pay a premium to be able to deliver 
packaged house and land products that achieve 
economies of scale for development in a single 
location and provides the opportunity to presell those 
packages. 

 

2. Disposal of the land following a land division development only 

 

The matrix above shows a net return in the order of approximately $630,000 which 
reflects anticipated development, servicing and marketing costs and a component 
for funds invested over the period of development.  It also reflects the degree of 
risk associated with this option (relative to the return) in respect to changed market 
conditions, increased costs over the development period, timeframe to sell etc. 
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Identify Discussion  

The land is placed on 
the open market 
following division but is 
not sold (or is partially 
sold). 

 

 

Again this is always a risk with real property, but in 
this case the risk is accentuated by the fact that 
Council has invested capital funds to undertake the 
land division and develop the allotments in preparation 
for sale. 

The anticipated time to develop the land from its 
current state and take it to market could well be 12 – 
18 months.  In this situation risks associated with cost 
increases and changing market demand may 
substantially alter expected returns. 

 

That the only interested 
parties are developers. 

By their very nature row dwellings are not frequently 
developed on individual titles due to the difficulties 
associated with separate boundary to boundary builds 
by unrelated parties at different times.  This may deter 
individual purchasers and only leave developers in the 
market.   

Such a position could possibly result in the division 
only development proposal as achieving little for the 
expenses, time and effort outlaid. 

 

By theire 

 

Opportunity 

Identify Maximising the opportunity 

That Council recognises 
(based on received 
valuation advice) that 
the anticipated returns 
from a land division and 
sale could achieve a 
higher return.    

Following detailed consideration Council chooses to 
accept the risks associated with: 

 the extended time component to realise net 

funds, 
 the requirement to commit resources and 

capital funds to achieve the outcomes, 
 the increased risk exposure, despite the fact 

that this will be lessened to a degree as we 
already own the land, and;    

 as a result, decides to proceed with a land 
division development.  
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3. Disposal of the land following land division and residential 
development 

 
 

The matrix above shows a net return in the order of approximately $630,000, 
notwithstanding that the gross income for the sale of the row dwellings could be in 
the order of $2.4 million. This occurs where we add the cost of buildings and site 
improvements to the cost of the site and division costs, only to find that the 
maximum price purchasers in the local market are paying for dwellings in this 
locality and of this anticipated design does not provide for any realistic profit and 
risk allowance for the added costs (i.e.their is a ceiling market value). As a 
consequence, comparison of the Net Return depicted between Options Two and 
Three is similar, despite vastly increased Cost and Risk. 

In situations Two and Three the degree of risk for council to achieve a successful 
sale is far greater and also needs to consider the time involved to bring the 
property to the market, possibly up to 12 months in the case of option 2 and 
possibly up to 2 years in the case of Option 3 (refer summary matrix).     

 

Risk 

Identify Discussion 

Significant capital and 
resource outlay that 
may not realise an 
increased level of 
profit.  

Based on the valuation advice received it does not 
appear that investment in buildings will return a 
significantly greater profit than undertaking a land 
division only, but will incur substantially increased 
capital outlay, resource allocation, time delays and 
expose Council to considerable risk. 

In addition the overall principle of Council undertaking 
the role of developer and builder, without the 
recognised specialist experience and dedicated 
resources, needs to be considered.  
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Opportunity 

Identify Maximising the opportunity 

Represents a small 
scale introductory 
opportunity for council 
to test the developer 
principle. 

Whilst Council has not undertaken this role in the 
past it does not preclude this opportunity from being 
considered.   
However based on the valuation advice received for 
such a small scale development it does not appear 
that the likely returns warrant Council’s capital and 
resource investment in the project.   
 

The above three options relate specifically to row dwellings which is seen as the 
highest level of occupation for the subject land reflecting its zoning. 

Notwithstanding that assessment, to enable a balanced decision to be reached, it is 
also considered necessary to analyse the options of land division into individual 
titles suitable for detached housing.  Based on the medium density zoning criteria, 
the subject land can be divided into 5 allotments of approximately 265 m² 
(marginally under the 270 m² minimum but advised by Planning as acceptable) 
with frontages of 8.9 metres (marginally under the 9 metres but advised by 
Planning as acceptable). 

The Sell in its Present State option, does not change the anticipated net returns 
which are anticipated to be around $480,000 (based on an advised market value of 
approximately $500,000).  

The two additional options considered reflect a disposal of the land following a land 
division development only (into five allotments) and a disposal of the land following 
land division and residential development (into 5 allotments with detached 
dwellings). 

 

4. Disposal of the land following a land division development only 
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Compared with the row dwelling land development option, this option indicates 
reduced net returns ($580,000 compared with $630,000 for row), slightly less 
associated costs but similar risk levels. 

Understandably it would more than likely preclude acquisition by a developer 
specialising in higher density developments (from which building companies in 
particular can generate greater returns). 

It does however remove the level of uncertainty associated with the individual 
purchase and separate development timetables for each site in a row dwelling 
development. 

5. Disposal of the land following land division and residential 
development 

 

Compared with the row dwelling development option, this option indicates 
marginally increased net returns ($640,000 compared with $630,000 for row) and 
considerably decreased costs and reduced risk. 

 

Summary Matrix 

Option Development 
Option 

Approximate 
Costs 

Associated 
Risk level 
 

Possible 
Net Return 

Approximate 
Timeframe to 
Realise Funds 

1 Sell in present 
state 
 

$20K Minimal $480K Almost Immediate 

2 Land division 
Development 
Only (7 Row) 
 

$200K Medium $630K Six to 12 months 
(absolute minimum) 

3 Residential 
Buildings 
Development 
(7 Row) 
 

$1.8 Million High $630K One to two years 
(absolute minimum) 

4 Land Division 
Development 
(5 Allotments) 
 

$160K Medium $580K Six to 12 months 
(absolute minimum) 
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5 Residential 
Buildings 
Development 
(5 Allotments) 
 

$1.5 Million Medium – 
High 

$640K One to two years 
(absolute minimum) 

 

6. Additional information 

The subject land is well suited to residential development and offers easy access to 
retail services and educational resources with public transport available via bus 
along Sheriffs Road.  However the valuation advice specifically noted that the 
immediately adjacent residential development is at relatively low densities and 
there is no history of substantial demand for medium density residential 
development in the immediate vicinity. 

Whilst this does not imply that production of up to seven two level row dwellings on 
the subject land may not generate strong buyer interest, it does imply that the 
selling price and marketing period are areas of potential risk. 

In arriving at a decision, Council may also need to consider the sensitivities and 
political issues associated with medium density development in an area where none 
currently exists, particularly if it is proposed to be undertaken by Council.  

The additional important criteria to consider is the fact that any form of 
development, outside of sale in its present state, will prolong the timeframe for 
receipt of funds (anywhere between six months to 2 years at the absolute 
minimum) and will also be dependent upon changing market place influences at the 
time.  

In respect to development the valuer provided the following general observations: 

 “Development” can include any action which provides a value-add to the land 
in order to achieve additional returns. This could therefore include the provision 
of pre-approved plans, provision of concept plans (essentially as a marketing 
aid), actual subdivision of the land without additional infrastructure, subdivision 
of the land with additional infrastructure or ultimately development of the land 
to built-form for subsequent sale. 

 The risks which Council may be exposed to by conducting any “development” 
in relation to the land vary from what may be perceived as being negligible 
through to what may be considered unviable or untenable in the worst case. 
Generally one would consider the risks associated with provision of indicative 
plans for marketing purposes to be likely to generate minimal risk. Alternatively 
any action that involved substantial resource investment over a significant 
period of time would be likely to generate the greatest risk.  

 The resources which can be at risk for Council in any ‘development’ activity 

include capital sums invested, loss of productivity from internal human 
resources otherwise dedicated to day to day operations, and potential 
credibility and/or reputational impacts. 

 Whilst this analysis indicates five clearly obvious development outcome choices 
(effectively indicated by existing Town Planning guidelines) it should be noted 
that many other options could be considered (e.g. a mix of the two dwelling 
types, would be just one such example).  These were considered by the valuer 
as being well beyond the scope of his report. 
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 Development industry participants compete against each other very effectively 
to provide maximum returns for raw land product. In this manner the highest 
price achievable for the raw land will be determined when the participants are 
left free to pursue their perceived maximum development potential and 
accordingly sale of the land in its present state (Option One) will be at a 
maximum price irrespective of which land division style is considered 
appropriate by the developer/purchaser. 
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