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12 June 2019 
 
 
LandCorp 
Locked Bag 5 
Perth Business Centre 
PERTH  WA  6849 
Attention: Andre Dines – Senior Acquisitions Manager 

 
 
 
Dear Andre 
 
 
Re: Market Consultancy Advice 

 Ocean Reef Marina, Ocean Reef 

 
 
We refer to your recent request that we prepare consultancy advice surrounding the future development 
configuration of the Ocean Reef Marina and more particularly advice surrounding lot configuration and development 
timing. 
 
We confirm that we have completed our investigations and submit the following correspondence which we trust will 
be satisfactory for your requirements. 
 
We provide our correspondence in respect of the requisite advice under the following headings: 
 

1.0 INSTRUCTIONS AND BRIEF 

 
We refer to our meeting on 6 May 2019 and subsequent email correspondence whereby the task at hand 
has been defined as follows: 
 
o Advice surrounding suitable lot mix – size, dimensions, variety etc. 

 
o Commentary on what is being delivered commonly in other relevant estates. 

 
o Observations on how differing lot types are being received by buyers at present. 

 
o Commentary on areas which should logically be released to the market early on from a pure market 

revenue and sales timing perspective (noting the Valuer won’t have intricate knowledge of servicing 
constraints and costing implications). 
 

o Observations of the implications of buyers obtaining finance on certain lot types and how this might 
impact on the development. 

 
The required advice is multi-faceted however can broadly be broken down into two core tasks, namely: 
 
o Advice surrounding suitable product typology. 

 
o Advice surrounding a suitable release pattern. 
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2.0 OVERVIEW 

 
As a general overview, the current revised preferred concept of the Ocean Reef Marina as per the supplied 
plan dated 10 April 2019, details a significant mixed use development incorporating a variety of low/medium 
density residential, high density residential, mixed use, retail and commercial, marine services areas, and 
public open space/parks and recreation reserves. 
 
It is expected the Ocean Reef Marina will become a world-class waterfront precinct providing all manner of 
recreational, tourism, residential and boating activity to the area. 
 

 
Artist Impression – Source LandCorp 

 
The current concept layout is shown below: 
 

 
 
The low/medium residential is the focus of our advice in this instance, with these tranches generally 
positioned within the central and northern moieties of the development area. 
 
The relevant tranche identifiers are 5-13, 17-20 and 23-25. 
 
Whilst total tranche areas and dimensions are broadly defined in the latest Concept Plan, the actual lot mix 
and yield has yet to be determined, which is normal at this stage of the development. 

  



 

Valuation Consultancy Advice – Ocean Reef Marina, Ocean Reef Page 3 

 
 
Broadly speaking, the identified tranches offer LandCorp a reasonable degree of flexibility with regards to 
the physical nature of future home sites. 
 
The tranches are – by and large – regular in shape, elongated, and offering significant road frontages; in 
most instances to both the front and rear of tranches. In those instances where only one road frontage is 
provided, there is a secondary frontage onto proposed landscaped POS. 
 
The proposed road network generally incorporates north-south distributor roads servicing the broader 
development, with local streets servicing the various proposed home sites running up from the Marina 
frontage. 
 
Whilst the access network appears logical and efficient, the downside of this is that some of the tranches 
are orientated such that future home sites will face up the coastline (north-south) as opposed to facing 
westward out to the ocean. 
 
The tranches located along the eastern perimeter of the development are orientated such that future home 
sites will likely face westwards and this will be particularly beneficial to these home sites, as these sites – as 
we understand it – are to be elevated in the context of the development area. 
 
The various low/medium density residential tranches are subject to their own unique positives and negatives 
with some offering marina or ocean frontages, others offering POS frontages, and those that offer neither 
potentially affording view corridors or at the very least proximity to the marina front and ocean foreshore. 
 
The proposed low/medium density home sites will also enjoy convenient proximity to the proposed mixed 
use and retail precinct of the Marina, with the success of these precincts being critical to the desirability of 
the location from the perspective of future buyers. 
 

3.0 POSSIBLE LOT CONFIGURATION 

 
Tranche Dimensions 

 
As detailed earlier the specifications of the various tranches offer a degree of flexibility to the developer with 
regards to variety of lot dimensions and sizes. A majority of tranches have depths of between 24.0m and 
35.0m with some exceptions out of necessity. 
 
In our experience lot depths of lengths at the lower end of this range generally relate to smaller home sites 
of say 200m² or thereabouts, with the longer depth generally relating to either very narrow small lots or 
traditional cottage lots of say 300m² to 400m². 
 
Following on from above, the tranches are relatively deep if LandCorp are minded to create small lots sub-
250m². For example, a 30m deep small lot of 225m² will have a width of only 7.5m.  
 
There are opportunities to create wider small lots in the limited tranches where lot depth is less significant, 
for example tranche 13 (depth ranging from 11.5m up to 29.6m) and tranches 7 and 8 (depths circa 24m 
to 25m).  
 
As detailed later in this report, the experience within Shoreline is that there is a good appetite for small lots 
with wide frontages.  
 
 
Flexibility 

 
The proposed tranche configuration will offer LandCorp a continuing degree of flexibility as the development 
front progresses and the tastes of buyers in this estate is better defined over time. 
 
The broader industry ‘norms’ will no doubt also continue to evolve over time. We are witnessing a constant 
evolution of product mix in the market place. 
 
With this in mind it is critical that LandCorp do not necessarily commit to the break-up of any individual 
tranche in the development up front; rather some flexibility should be reserved in later releases. To some 
extent this will be governed by target yields and so whether a great degree of ongoing flexibility is possible 
is outside of our area of knowledge of the driving forces at this point in time. 
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What we have observed is that private developers are increasingly reviewing their lot mix over the life of a 
development and are ensuring that future releases are not “pigeonholed” into one particular product, rather 
developments are more fluid in terms of future releases. 
 
 
Earmarked Yield as Per Concept Yield Table 

 
The current yields shown on the supplied Concept Yield Table appear to accommodate a general 
predominance of 10m fronting lots. This is shown in the following summary of average frontages as drawn 
from the tranche dimensions on the Concept Plan and yields as per the Concept Yield Table:  
 

 
 
It is shown above that the average street frontages contemplated under the earmarked lot yields are ample, 
arguably generous and above modern standards for sites of this size as elaborated later in this advice.  
 
We have also noted the yields identified under an assumed average density of R80 on the Concept Yield 
Table, which earmarks a significantly greater degree of units within the residential tranches. 
 
Whilst it could be expected that a proportion of these comprise maisonette style dwellings, or upper/lower 
strata duplexes, assuming the R80 yield is accommodated purely in the form of street-fronting lots, average 
street frontages based on the tranche dimensions are summarised below:  
 

 
 
It is obvious that a yield to an average R80 density would result in insufficient frontages in most instances. 
 
Notwithstanding, we believe there is scope for a density greater than that shown in the ‘10m front’ yield. 
This is based on what is being delivered throughout the Perth metropolitan region as elaborated below. 
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Perth Metropolitan Trends 

 
In terms of the trends of lot sizes and shapes within the Perth metropolitan region of late, lot sizes are 
continuing a long term downward size trend. In the 2018/19 Housing Industry Forecasting Group 
publication, it was reported that the Perth average lot size fell by 1.0% in the year to the September 2018 
quarter to 380m². 
 
Average lot sizes seem to vary slightly from region to region, with the north-western region (in which the 
subject is situated) appearing to have the largest median new lot size at 383m² as at the June 2018 quarter. 
As a comparison, the north-eastern region has a median lot size of 337m². 
 
Whilst not as relevant, over the course of 2018, the nationwide median land lot size also reduced from 
422m² to 420m². Over the past decade, HIA reports the national average lot size has fallen by 17.0%. This 
shows that the phenomena is not necessarily confined to the Perth metropolitan region.  
 
The downwards trend in median lot sizes across each State is shown in the following graph contained in 
the UDIA State of the Land 2019 document: 

 
 
Interestingly, Perth has a particularly small average lot area when compared with other States. 
 
This could potentially be explained by the development pattern of the Perth metropolitan area being 
effectively ‘strung out’ along the coast, resulting in a vast number of estates pushed up against each other 
along the finite coastline, meaning there is a relative scarcity along many development fronts which means 
developers are attempting to create as many lots as possible within these areas. 
 
Perth home owners have long had the desire to live on or near the coast, and the ocean acts as a bookend 
to development on one side. The result is a restriction on space and the ability to ‘spread out’ a development 
to create a critical mass of larger lots.  
 
 
Existing Local Development 

 
It is clear that within the immediately surrounding corridor incorporating mainly long established coastal 
suburbs, average lot sizes are far greater than what would be logical within the Ocean Reef Marina. 
 
To illustrate this, we have undertaken a search of Green Title property sales within the existing urbanised 
suburb of Ocean Reef since January 2017, which discloses the median lot size of the sample set of 201 
sites, was an area of 785m². 
 
This generally is a reflection of the predominant form of development at the time of subdivision of this suburb 
(late-1980s to mid-1990s) where average lot sizes were far larger than they are in the modern era. 
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Density Trends and the ‘Missing Middle’  

 
The Perth metropolitan market is undergoing challenging conditions, particularly with regards to take up of 
high density (apartment) products.  
 
In recent times, many developers have attempted to maximise density on their sites, oftentimes finding 
during the sales process that there is an insufficient market for the finished product. This is particularly 
evident in outer lying areas whereby larger, Green Titled products can be obtained for a similar or marginally 
higher outlay than that of higher density strata units. 
 
A widely publicised catch cry of the property industry over the past 2 years has been the emergence of the 
‘missing middle’. This is not confined to the WA market, rather it is a nationwide narrative.  
 
At one end of the spectrum, high density multi-storey apartment developments cater to a certain 
demographic. At the other end of the spectrum, traditional home sites of a larger scale than the average 
cater for another, and have in many areas now become unaffordable for a significant proportion of the 
relevant demographic.  
 
The ‘missing middle’ relates to the re-emergence of traditional medium density development; townhouses, 
villa units, duplexes, triplexes, quadruplexes etc.  
 
There is a perceived lack of planning policy guiding such development, however government bodies appear 
to be addressing this situation.  
 
Whilst cottage lots of between 300m² and 400m² have been prevalent for over a decade, a recent 
phenomenon is the increasing prevalence of “micro lots” which are at the extreme end of small parcels and 
can be created as small as 80m². 
 
In many instances these products are being offered as a means of unlocking an affordable entry point into 
a particular locality, and providing a housing option for singles or couples not necessarily needing large 
dwelling and/or yard areas.  
 
This is particularly the case in first-homebuyer locations. For example, in April 2019 it was announced that 
a micro lot pilot project within Ellenbrook was successful whereby the first of 11 award winning micro lot 
homes were completed and sold. This is to be followed by a second release of 16 further lots. 
 
This project comprises a partnership between the State Government and LWP Property Group (the local 
developer) and provides an entry point incorporating ‘house and land’ packages at about $299,000. 
 
The project won the 2019 Master Builders Award for Innovative Construction of Small Lots as well as the 
2018 UDIA Award for the Best Small Scale Infill Development. 
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Images of the finished product are below: 
 

 
 

 
 

Ellenbrook Micro lots 
Source: realestate.com.au and Nearmaps 

 
 
Quite clearly there is an ongoing change with regards to industry norms and market expectations when it 
comes to residential products. 
 
At this stage however it appears that the “micro lot” product comprises a very small sector of the market, 
and is by no means an indication that lots of this scale are dominating the market.  
 
In June 2019 the Department of Planning, Lands and Heritage released a “Position Statement” pertaining 
to housing on lots less than 100m². This comprises interim guidance for subdivision and house design on 
lots less than 100m² in areas governed by a Structure Plan. 
 
The release of the Position Statement confirms the growing popularity on micro lots, and serves to ensure 
the creation of such products is delivered in a sensible manner. Various criteria have been established 
including the permissible location of micro lots, the fact that micro lots shouldn’t form the only or 
predominate typology in any street block, and that a minimum of two dwellings should be constructed 
concurrently in any single development.  
 
Notwithstanding the growing acceptance of such lots in the Perth metropolitan area, micro lots remain a 
boutique product.  
 
In fact, in the course of our market enquiries, we have observed that some developers have in recent times 
fallen into a trap of delivering too many lots that are of a small scale such that the larger lots in releases 
(which in recent times have become the minority) are being acquired quicker than their smaller counterparts. 
 
This is logical in that there will always be a sector of the market who desire more substantial home sites for 
either the construction of larger houses, single storey houses with a broader footprint, or sites that will offer 
a more significant degree of private yard area. 
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The primary barrier to the creation of larger home sites is that from a developer’s perspective, they would 
need to carry a significantly higher price point such that it is financially feasible to deliver larger sites in new 
developments.  
 
Certainly, the definition of what is a “larger” home site has evolved over the years and home sites of a similar 
scale to say the aforementioned Ocean Reef average of 785m² is rarely delivered in inner metropolitan 
locations unless low density codes require it. 
 
Of further interest is that the aforementioned Ellenbrook ‘micro lots’ has deviated away from the concept of 
‘rear-loaded’ small lots. Rather these 80m2 sites rely on single 8m frontages: 
 

 
 
 
Shoreline Experience 

 
McGees Property are the selling agents for the Shoreline development within North Coogee, and this is 
considered a reasonable litmus test as to the appetite for varying sized home sites in a coastal location and 
a mature infill development. 
 
As developers, LandCorp have delivered a rather diverse variety of lot types and sizes within the Shoreline 
development, with a particular focus on sites of a relatively small nature. This is primarily due to infill targets 
for the area, however also to some extent a reflection of an optimisation of sales revenue. 
 
In the main, lots sizes are sub-300m² and this has resulted in a number of multi-lot transactions whereby a 
common buyer has acquired several lots and then built several houses in conjunction, and then on-selling 
the finished product. 
 
There has been some transactional activity for individual buyers of compact parcels (200m² to 250m²) for 
the individual land acquisition and subsequent build of an independent dwelling. These lots are far more 
marketable and accepted now than say 5-10 years ago. 
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In recent times LandCorp have released a ‘house and land’ package product within Shoreline, wherein they 
have teamed up with local builders – Niche Living and Terrace – to deliver two sets of four-dwelling ‘house 
and land’ packages. Known collectively as Moonlight Street, these dwellings are to be erected on 204m² 
allotments with the exceptions being the “bookend” lots which are slightly larger at 262m² and 271m². 
 

 
Moonlight Street – Source Terrace WA / Niche Living / LandCorp 

 
In effect, this project comprises two quadruplex sites, however noting that the finished products will be 
Green Titled even though arguably they will physically reflect a townhouse style product. 
 
The lot widths are generally 6.0m wide which allows for parapet double garages fronting a rear laneway 
together with an activated street frontage. We understand the properties were priced at a point of ‘from 
$629,000’ (as if complete) with all 8 proposed dwellings having now been contracted. 
 
The above is an example of a developer coordinating a built-form product with a local builder to help with 
the sale of more compact parcels. 
 
The sale of parcels of this nature (6.0m front by 34.0m depth) would be much more difficult if they were not 
“packaged up” as a finished product, as buyers of lots of this scale would likely incur difficulties engaging a 
builder willing to build on such a small site on an individual basis. 
 
Having said that, sites of a slightly wider frontage within pockets of Shoreline to the north of Moonlight 
Street have been successfully sold and developed on an individual basis, with these sites having frontages 
as narrow as 7.5m. These examples are shown below:  
 

     
Individual 7.5m wide home sites – Source McGees and Nearmaps 

 
A recent visit to the estate reveals that the finished products – which are now complete on some of these 
sites – are of a unique and architectural nature as opposed to a project style product. 
 
Wider sites remain more desirable in the market place, but narrow lots are still saleable albeit slightly more 
difficult to sell. The infill nature of the location together with the lack of directly comparable alternative 
products is helping in this regard.   
 
To demonstrate the premium for wider lots, we draw from the experience of a release of two small lot 
tranches undertaken over the course of 2016 and 2017.  
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Firstly, a row of 7 lots ranging in size from 199m² up to 232m² benefitting from wide 10m street frontages 
plus rear loading. This tranche is bound by Surada Street, Meares Lane, Moonlight Street and Gage Road.  
 
Secondly, a row of 6 lots also of a small size, albeit slightly larger at between 255m² and 263m². The key 
difference being these lots generally comprised narrow rear loaded sites having frontages of approximately 
7.5m. This tranche is bound by Surada Street, Hutton Lane and Meares Lane. 
 
We are advised the wider lots were clearly better received in the market place, and whilst some 18.36% 
smaller on average, they achieved an average sale price only very marginally below (0.39% lower) the larger 
and narrower lots to their east.  
 
The following comprises a visual overview of this example:  
 

 
 
For perspective, the total realisation for the wide lot tranche (red outline) of 1,461m² was $2,365,000, 
whereas the narrow lot tranche (blue outline) of 1,538m² realised $2,035,000.  
   
The above example supports the notion that wider fronting lots are more marketable and valuable than their 
narrow counterparts.  
 
 

Port Coogee Experience 

 
Looking slightly further to the south, the Port Coogee Estate by Frasers Property has many similarities to 
the Ocean Reef Marina project, namely the fact that it is established around protected marina waters, with 
a focal village precinct within the estate confines. 
 
In general terms the product offering within the Port Coogee Marina evolves albeit inconsistently in an east-
west fashion from traditional home sites in the eastern moieties of the development to more compact 
landholdings and multi-level strata developments in the western moieties. 
 
The traditional residential development in the eastern moieties is generally to an R20 density offering home 
sites of 500m² to 550m² together with cottage lots along the primary boulevard spine running down towards 
the marina front. From there, lots then gradually become denser to more traditional cottage lot densities of 
between 300m² and 350m² up to a point say 200m from the marina foreshore, thereafter the development 
is characterised by multilevel strata developments and pockets of particularly small single residential home 
sites. 
 
The recent Ocean Walk release within the north-western pocket of the development area (between Scout 
Turn and Orsino Boulevard) delivered a row of compact landholdings of 225m² (or thereabouts), with these 
sites being rear loaded and having frontages of 7.5m. These sites were generally acquired by individual 
buyers for the establishment of their independent dwellings. Also included in this release were a handful of 
larger and wider frontage sites providing an element of variety.  
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Individual ~7.5m wide home sites – Source Frasers Property 

 
We understand the smaller lot product of circa 220m2 has been well received in the market place, to the 
extent that Frasers Property intend on delivering more of this product in future releases. The primary selling 
point for this product is the more affordable price offering. 
 
At the same time, however the developer has generally achieved a higher rate per square metre for the 
smaller sites. This is evidenced from the following chart showing the invested relationship between lot size 
and price per m2 for the various settled sales from the aforementioned Ocean Walk release: 

 

 
 
Verbal enquiries with the Estate’s sales manager reveals buyers are becoming increasingly receptive of 
smaller, narrow frontage allotments, however are clearly preferable towards wider frontage lots. 
 
The sales manager indicated that a 10.0m front lot is now regarded as a ‘wide’ front lot in this area, which 
stems from a degree of relativity compared with lots in recent releases in this particular Estate. 
 
We were advised buyers of the 7.5m front sites were enticed by affordability for the location more than 
anything else. 
 
The sales manager also commented that he thought ‘squat lots’ would be very well received in the market 
place, however the Estates development design did not accommodate for a great deal of these lots. 
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We understand there are some 80-90 home sites to be created in the Port Coogee Estate proper, with a 
majority of these anticipated to continue the trend of smaller sized parcel akin to the Ocean Walk release.  
 
Within the very northern extremity of the Port Coogee development area, a strata development – Driftwood 
– is underway whereby various townhouse style products built by Webb & Brown-Neaves are being offered 
to the market, with lot sizes generally sub-200m² and having frontages of 5.5m to 6.5m. 
 
Again, an example of a tendency for lots having frontages less than 7.0m being improved in conjunction 
due to the associated economies of scale and difficulties in individual construction on sites of this nature. 
 
Overall, recent observations within the Port Coogee Estate show a reasonable appetite for smaller lots (sub 
250m²) which has been aided by a lack of significant alternatives and the desirable location of recent 
releases. Like Shoreline, there is a lack of alternatives for buyers seeking a near-ocean location in an infill 
location.  
 
 
Knutsford Precinct 

 
LandCorp have trialled a number of alternative product types within the initial stages of the Knutsford 
Fremantle development, along with the nearby WGV Estate in neighbouring White Gum Valley. 
 
Currently, LandCorp are delivering a number of ‘house and land’ packages within the former Fremantle 
Museum site at Lot 1819 Blinco Street, Fremantle, to be known as the East Village Precinct.  
 
The development is focused around sustainability featuring a range of water initiatives together with electric 
vehicle fast charging, solar panels and battery storage, and a shared electric vehicle scheme. 
 
Some 36 survey strata titled lots are to be offered to the market as ‘house and land’ packages, with lot 
sizes ranging from 188m² up to 271m² and an average area of 230m². 
 
Lot dimensions are generally rectangular, with frontages for smaller sites (200m² of thereabouts) of 7.0m 
and larger sites (260m² of thereabouts) of 9.0m. 
 

 
East Village proposed survey-strata configuration – Source Element / LandCorp 

 
  



 

Valuation Consultancy Advice – Ocean Reef Marina, Ocean Reef Page 13 

 
It appears the decision to deliver ‘house and land’ packages in this instance is not entirely driven by the 
dimensional characteristics of the site, noting that the larger sites in particular could have readily been sold 
as vacant sites and developed individually by prospective buyers. 
 
It is likely the decision is more focused on a maximisation of revenue together with the associated benefits 
of ‘building out’ the development including enabling the sustainable development. 
 
Other Infill Subdivisions 

 
We have made the following observations in other well-located infill developments:  
 
o LandCorp’s Parkside Walk development in Jolimont - 24 single residential rear-loaded sites ranging 

from 270m² up to 385m² were released to the market in late 2017.  
 

Lots were well proportioned having frontages of 10m in most circumstances. The sites were sold in 
a very tight timeframe (6 months). Arguably, density could have been higher. 

 
o LandCorp’s Montario Quarter development in Shenton Park - 30 single residential rear-loaded sites 

ranging from 244m² up to 523m² are to be created.  
 

As at June 2019 some 18 lots have been released and sold in quick succession. The final release of 
12 lots is yet to be released.  

 
o Satterley’s Seven Hills development in Dianella – infill development of 83 home sites incorporating a 

mixture of traditional home sites of 400m² to 450m², together with various cottage lots of between 
300m² and 400m², and a minor amount of smaller lots as little as 280m². A vast majority are greater 
than 350m² in size.  

 
The sites are not rear loaded and completed products generally comprise a mixture of project style 
single and two level dwellings.   

 
o Satterley’s future Carawatha development in Willagee – proposed development of 43 sites including 

23 traditional cottage lots of 10m frontages, 4 villa sites, 12 turn-key terrace houses of 6m frontages, 
and 4 apartment sites. Site works scheduled to start June 2019. An example of built form house 
and land development in the form of terrace houses being offered by the developer.   

 
o Now somewhat of a historical development, the Mindarie Marina comprised a vast number of single 

residential allotments. Our analysis of sales data from within the more modern portion of the 
development (south of Toulon Circle) revealed out of some 255 records, the average lot size was 
404m² with a minimum lot size of 278m².  

 
By modern standards, the average lot size delivered was large. At the time of development, lots sub-
300m² were very much perceived as a specialised product. In fact only 4 of the 255 analysed sites 
(1.57%) were less than 300m².   

 
o Burns Beach and Iluka developments – generally developed to a low density and targeting a different 

market sector. More recent ocean-side releases within Burns Beach have seen increased density, 
however with lot sizes generally a minimum of 350m2. A majority of these developments was 
undertaken over 10 years ago when average lot sizes were much larger. Whilst lot sizes have 
gradually trended downwards, there is still a predominance of ‘R20’ style products which is attractive 
to the family demographic of these localities. 
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Developers ‘Building Out’ Finished Products 

 
Examples whereby traditional “land developers” are delivering finished products is becoming increasingly 
common in the market place, even in more peripheral locations. 
 
As far north as Alkimos we have observed prominent land developers delivering finished products to the 
market.  
 

     
Vista Blue Alkimos Development – Source Peet 

 
More centrally, Satterley have announced they will offer 12 ‘house and land’ terrace style houses on 6m 
front lots within the Carawatha development in Willagee. This represents 28% of the total lots within the 
estate.  
 
The benefits include (in most instances) wholesale building costs together with the developer able to 
generate a profit on both the land and building components. 
 
Furthermore there are other non-financial benefits including an overall degree of control over the sites and 
the associated form of development, together with the developer able to deliver a diversity of product to 
the market place i.e. not just delivering vacant home sites. In doing so, they are capturing a segment of the 
market who are not necessarily interested in embarking on a build process. 
 
A developer undergoing a build process also can serve to activate a certain area, (ie. an entry statement or 
prominent plot) in the aim of triggering an enhanced perception of quality over the remainder of the 
undeveloped surrounds. 
 
Whilst in many instances, the finished product offering by land developers is a relatively minor part of the 
overall development, an impending development by Stockland in Glendalough is an example whereby an 
entirety of a development is being delivered as a built form product.  
 
In April 2018 it was announced that Stockland were to deliver a medium density development within its 
recently acquired inner metropolitan site in Glendalough some 4km to the north-west of the CBD. Further 
details of this proposal have been trickled to the market in the months following. 
 
In March 2019 it was announced Stockland’s development will encompass 99 dwellings. The development 
will also include ‘maisonette’ products – individual dwellings within a multi-storey building.  
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The layout advertised publicly in 2018 (showing a lower yield of 97 lots) is shown below:  
 

 
 
The advertised layout shows a heavy weighting towards skinny narrow fronting lots, many of which are 
between the widths of 6.0m and 6.2m. In light of Stockland’s intention to build on the sites in conjunction, 
there will be significant economies of scale and improvement in logistics in the build process.  
 
The orientation of dwellings and their associated car accommodations is shown on the following advertised 
Local Development Plan: 
 

 
Advertised Stockland Glendalough LDP – Source:  Urbis / Stockland 

 
The above plan shows a majority of sites are rear-loaded, however with significant exceptions along the 
northern and eastern extremities of the development.  
 
On a large scale such as the Glendalough example, this form of development option is only possible by 
larger well-funded developers. 
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Project Builders and Small / Narrow Lot Products 

 
Generally speaking, there is normally a more significant degree of difficulty experienced in selling narrow 
frontage lots in locations where the target market is more of an entry level buyer profile. Buyers in these 
locations are unlikely to have the financial capacity to engage individual builders as opposed to project style 
builders. 
 
For example, many of the smaller/narrow lot products in Shoreline have been successfully sold, and 
subsequently developed with bespoke architectural dwellings. Building costs associated with such 
dwellings are far removed from typical project build costs.   
 
In our experience, despite average lot sizes and frontages becoming smaller over recent years, project 
builders offer a limited degree of product on lots less than 10.0m in width. Lots any narrower than this are 
still generally perceived as a boutique product in which fewer builders are offering ‘off the shelf’ designs. 
 
Once lots become less than say 9.0m in width, the degree of ‘off the shelf’ product available drops off 
significantly. 
 
Whilst there has been some degree of acceptance amongst project builders that average widths and sizes 
have become smaller over time, there is still a reluctance for many entry level builders in targeting the narrow 
lot market.  
 
Many project builders have entered this space reluctantly to try to broaden their market during such difficult 
building market conditions. 
 
An example is the aforementioned Terrace Living, who are attempting to target this particular niche market. 
Terrace advertise they are offering small lot living products in over 20 locations across the metropolitan 
sector.  
 
Other examples include Brownstones by Express 2 Storey Living, Skinnies Townhouses by Aveling and The 
Terraces by APG Homes to name a few.  
 
To a large extent we consider the Ocean Reef product will not be targeted towards this project housing 
market, however LandCorp should note that a certain segment of the market will be ruled out if lot 
characteristics are made particularly narrow and/or small.  
 
 
Buyer Financing Implications of Small / Narrow Lot Products 

 
The ability for residential buyers to obtain finance for their acquisitions will have a significant bearing on the 
success of a development. In this regard it is also important to recognise the perception of product offerings 
in the eyes of lenders.  
 
In general terms, in itself land can form acceptable security so long as the lender is satisfied that it is a 
saleable product in its own right. Lenders release money on the basis of security value; if a lender is 
unsatisfied that the security is acceptable from a value and/or risk perspective, they will be reluctant to fund 
its acquisition.  
 
If a lender deems that a vacant parcel cannot either be sold in its own right, or may be unsuitable for 
independent construction (i.e. not able to be built upon without the reliance of neighbouring sites, or without 
being built in conjunction with adjoining sites), the land will not form suitable security for mortgage lending 
in its own right.  
 
There will be further issues if such a parcel of land does not form part of a ‘house and land’ package. 
 
However, in most circumstances such a product will entail a ‘house and land’ package and finance is usually 
assessed on the basis of an ‘as if complete’ finished product. This does not necessarily mean a lender will 
lend on the basis of funding firstly a land settlement, then secondly a construction process; namely if a 
purchase is categorised as what is called a ‘split contract’. 
 
The concept of a ‘split-contract’ has risen in prominence in recent years. 
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For context, residential mortgage valuers rely on guidelines set out in a document titled Australian Banking 
and Finance Industry (ABFI) Residential Valuation Standing Instructions with the latest version being Version 
2.1. 
 
A valuer will not normally be willing to value a parcel independently if it is found the land does not satisfy all 
of the following requirements:  
 

(i) The land is accessible by road (or is assumed to be accessible if valued on an “As If Complete” 
basis). 

(ii) The land is serviced (or assumed to be connected if valued on an “As If Complete” basis) (i.e. sewer 
/ water / electricity). 

(iii) The dwelling can be built on the land independently from other dwellings and such construction 
can occur at reasonable cost. 

(iv) The development approval does not prohibit independent construction and occupation.  
 
If all of the above criteria are not met with the ‘house and land’ property being valued, the valuer will deem 
a purchase a ‘split contract’ and will not apportion market value between land and buildings. Rather, the 
market value will be assessed as a lump sum value ‘as if complete’.  
 
The dilemma here is that the buyer will not be able to obtain finance for the settlement of the land, and then 
payment of the builders drawdown costs. 
 
Effectively, the lender would only be interested in funding the finished product once complete, much like 
say an apartment, but with the key difference being that a ‘house and land’ sale normally imposes financial 
obligations on the buyer prior to delivery of the finished (built) product. 
 
The issue from a developers perspective is contract fall over risk. 
 
These issues are becoming increasingly recognised in the property and finance industries and are well 
documented, but more so in recent times due to increased lending scrutiny and a greater prevalence of 
small lot ‘house and land’ products in the market place. 
 
The following comprises an excerpt from an email newsletter published by Commonwealth Bank to 
mortgage brokers back in 2013: 
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Also in the cases of ‘split contracts’ The ABFI Standing Instructions will also require the valuer to trigger a 
Valuation Risk Alert in their report, which will essentially flag to the bank that there is an element of risk with 
the loan security. 
 
This is not to say that lenders are not willing to lend on ‘house and land’ products, rather they will likely be 
more cautious in their approvals process which can cause issues with the ease of which buyers obtain 
finance. The key issue is how funds are released (i.e. at the delivery of the finished product). 
 
We have heard of ‘house and land’ package sellers or their builders offering their own finance to allow 
borrowers to acquire the product. Also, bigger developers can also allow settlement under a deposit and 
settlement on delivery (“10/90” contract) much like an apartment product, but this is obviously a cash-flow 
burden for these developers. 
 
Ultimately, LandCorp must ensure that any finished lot – if sold as an independent parcel and not as a 
‘house and land’ package – must be suitable for individual independent construction, otherwise buyers will 
find it very difficult to obtain finance.  
 
Essentially, LandCorp will need to ensure their vacant land product is not classified as a ‘split contract’ by 
lenders and their appointed valuers. This will be achieved by ensuring the criteria dot points above 
[(i) through (iv)] are met. 
 
Based on the recent Port Coogee experience, developers are successfully selling 7.5m front small lot 
products and this is not necessarily causing issues with finance which suggests these lots are meeting the 
above criteria in the minds of valuers/lenders. 
 
Likewise, if ‘house and land’ products are to be facilitated within Ocean Reef Marina, LandCorp should 
ensure the product offering is not compiled in such a way as to cause these developments to be viewed as 
‘split contracts’ in order to save settlement complications. 
 
Conclusions 
 
After consideration of the foregoing comments and our market enquiries, we summarise our observations 
as follows: 
 
o Average lot sizes within the Perth metropolitan region have continued on a downward trend in recent 

times. 
 

o The consistent reduction in average lot sizes is attributed to a number of factors but most prominently 
developers seeking to maximise returns and at the same time, keeping products affordable in the 
market place. 

 
o Developers in all areas of the metropolitan region remain conscious of providing variety to the market 

place from the very small micro lot products up to more traditional density sites, and in some 
instances (generally in outer lying areas) special residential sizes lots. 

 
o Infill targets are governing selected developments such that developers are not “undercooking” their 

developments. 
 
o Developers are increasingly offering finished products to the market place in conjunction with vacant 

parcels, whether through the development of these sites themselves or via joint ventures with 
specialist builders. 

 
o Many project builders have become increasingly flexible with regards to products, for example it was 

far more difficult say 10 years ago to find a project builder willing to build on a 9.0m to 10.0m front 
lot than it is today. 

 
o Smaller lots benefit from rear loading such that rear boundaries can be dedicated vehicle access 

points whilst retaining front activated frontages allowing a level of aesthetic appeal. There are 
however examples bucking this trend (e.g. Ellenbrook micro lots explained earlier). 

 
o Single frontage squat lots remain a rather specialised product, however are being offered by many 

developers as an alternative product to the market. They are generally viewed favourably due to their 
wide road frontages. 
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o Sites with frontages of less than 7.0m are generally developed as ‘house and land’ packages, given 

the complexities associated with individual building on sites with significantly narrow frontages. 
 

o Curiously, 10.0m front lots in desirable medium density locations (i.e. Port Coogee as an example) 
have become viewed as a relatively wide frontage. 

 
o Smaller lots of sub-200m² are normally offered as ‘house and land’ packages and this could provide 

additional variety for the Estate.  
 
o After consideration of the above, in regards to the Ocean Reef Marina, we believe there would be 

good appetite for a variety of smaller lots.  
 
o As exhibited in the Port Coogee and Shoreline Estates, small lots are well received in the market 

place where there is a lack of alternatives and the location is desirable. Generally speaking, smaller 
lots will struggle in areas where there are larger lot options and the target market is more geared to 
families (for example outer lying suburbs/estates).  

 
o The Ocean Reef Marina will likely appeal to a significant degree of downsizers and retirees who would 

likely be conducive to smaller landholdings.  
 
o To summarise, we consider a range of vacant lot offerings of between say 200m² and 400m² would 

be well received in this Estate. In this regard it is important to create a mixture of lot size offerings to 
provide a variety of products and price points for the market place. It is also possible buyers will 
acquire adjoining sites for larger dwellings, however due to the high price point of such an acquisition, 
we believe this would be limited. 

 
o Following on from the point above, tranche depths in the current concept plan appear conducive to 

the creation of a reasonable lot mix, however the ability to create wider fronting small lots is limited 
by the majority of tranches being relatively deep. Tranches 7, 8 and 13 provide opportunities to 
create wide frontage small lots.  

 

4.0 LOGICAL RELEASE PATTERN OF OCEAN REEF MARINA 

 
It is our understanding that from a servicing perspective, it has been found that the southern portions of the 
development will likely be created prior to the northern portions.  
 
In this regard, the development front of saleable sites will progress northwards from the central access point 
of the estate and eventually reach the northern access point. 
 
Whilst it would be most straight-forward to simply release sites in the pattern of physical development, we 
understand there may be temporary disturbances to the southern single residential tranches such that it 
may not be desirable to sell these sites initially.  
 
LandCorp must remain conscious of separating the heavy-duty construction activity and the initial 
residential releases as best as possible. There will likely be significant vehicle movement and construction 
activity around and upon sites 26 and 30, which residential tranche 24 directly addresses. 
 
Whilst logic would then suggest to simply ‘hold back’ selling tranche 24 until such time as this activity 
subsides, there are obviously limitations as to how far north the initial tranche releases can extent without 
incurring more up front development costs. For example, if the very northern tranches were released initially, 
there will be negative implications on staging as there will effectively be two development fronts at the one 
time.  
 
Without specific knowledge of development timings and patterns, it is difficult for us to provide specific 
advice on a particular lot release pattern.  
 
If LandCorp are minded to incorporate ‘house and land’, or ‘turnkey’ products (i.e. terrace houses or the 
like) within the development mix, this could be accommodated within say tranche 24 which will enable 
dwelling construction during such time as there is significant activity within sites 26 and 30. This will give 
LandCorp some control over the first impressions of built form residential development in the estate in its 
initial stages, as the residential tranches progress northwards thereafter.  
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LandCorp must also be mindful with regards to the perception of view corridors in the estate. We 
understand the eastern tranches will likely afford views, however understandably buyers will be cautious of 
losing these views pending development within the higher density tranches to the west.  
 
A conservative purchaser of a site with an ocean aspect at the time of sale might factor in no significant 
premium in the chance such a view will be lost. However, in our experience even with the potential for some 
views to be lost, a majority of buyers would be more attracted to a site with views at the time of sale, even 
in the knowledge a significant proportion of the aspect may eventually be lost.  
 
With this in mind, we consider it would be reasonable that tranches 23, 24 and 25 are released to the 
market initially, with tranche 24 a good option if LandCorp are minded to deliver (or at least facilitate through 
an independent builder) a finished product offering.  
 
Another option for tranche 24 would be the establishment of a builders display village. This will again result 
in built from construction and non-habitation of dwellings in the meantime, whilst construction activity to the 
south gradually subsides.  
 
LandCorp should most definitely liaise with builders to gauge the level of appetite amongst builders for this 
type of arrangement. Based on the notional overall single residential lot yield of 140 dwellings (i.e. under the 
10m front assumption), we would expect builders would be interested in this prospect with the ultimate aim 
of obtaining more construction work in the development.  
 

5.0 CONCLUSIONS 

 
We trust the information is satisfactory for your requirements at this point in time. If you require any further 
information regarding the above, please do not hesitate to contact the undersigned. 
 
 
 

Yours faithfully, 
McGees Property 

 

 
 
David Molony AAPI, B. Com (Property & Finance) 
Certified Practising Valuer 
Licensed Valuer No. 44387 
Western Australia 
 


