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1 INTRODUCTION 

This is an independent assessment prepared by HillPDA in response 

to a request from Statewide Planning to provide additional 

information in relation to the viability of redeveloping 5-7 Charles 

Road and 116 Macquarie Street, Parramatta (hereafter known as the 

Subject Site) for a commercial office building. 

We provide this advice but please note that this is not a valuation or 

detailed feasibility assessment of the Subject Site.  We have no 

concept plans or costings to undertake such an exercise.  This letter is 

an independent review of the likelihood or unlikelihood of 

redevelopment of the Subject Site for commercial purposes given its 

site constraints. 

Background 

We have been informed by the applicant that the Subject Site was 

granted consent for the development of serviced apartments in 2006, 

and that development never commenced (and hence the consent 

lapsed) due to the lack of financial viability.  

It is also our understanding that the building at 5-7 Charles Street has 

largely been vacant since the year 2000, with a low level office use 

for 6-8 construction staff.  The second building on the Subject Site 

(No. 116 Macquarie Street) has been operating as specialist medical 

suites for an extended time.  According to the applicant there are five 

partners and two support staff on site. 

The current Planning Proposal includes approximately 2,200sqm of 

floor space for specialist medical services (possible day surgery) and 

800sqm of retail use at ground/mezzanine floor level. 

As per our previous report we estimate the number of jobs returned 

on site post completion would be around 115 jobs. This shows a 

substantial increase on the number of jobs currently on site. 

Council's report suggests that the Planning Proposal will result in an 

opportunity cost of around 16,000sqm of commercial floor space 

equivalent to 800 jobs - this being the difference between: 

1. the Subject Site being developed as a commercial office tower at 

FSR 10:1; and  

2. the site being developed for mixed uses as per the Planning 

Proposal.   
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We believe however that scenario 1 above (commercial office tower) 

would never be realised - or is highly improbable.  This is because 

development is not commercially viable and is not even close to 

being viable.  The reasons are presented below.  As a result the 

opportunity cost of 800 jobs identified in Council's report is an 

abstract figure rather than a real figure. 
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2 PLANNING CONTROLS  

This Chapter outlines the current zoning and planning controls that 

affect the Subject Site. 

Parramatta Local Environmental Plan 2011  

The Subject Site is Zoned B3 Commercial Core under Parramatta LEP 

2011.  Site is on the Eastern boundary of the B3 zone approximately 

550 metres east of the Train Station.  Across the road on the east side 

is zoned B4 Mixed Use. 

Under the LEP the maximum building height permitted is 120 metres 

above natural ground level and the maximum FSR is 10:1 

The site adjoining the subject site is a heritage item under the LEP.  

According to the applicant, the owner of the subject land approached 

the Department of Education (via Colliers in early 2014) to enquire 

about obtaining a section of the heritage land to enable design of a 

larger footplate and that this was rejected by the Department.  

Parramatta Development Control Plan 2011 

The land is subject to Part 4 of the DCP 2011.  Under the DCP: 

§ Buildings must front Charles Street to a minimum height of 26 

metres (8 storeys); 

§ Buildings length must not exceed 45m above the 26 metres 

height; 

§ All points on an office floor should be no more than 12 metres 

from a source of daylight (e.g. window, atria, or light wells).  This 

is difficult to achieve on the subject site because, if built to the 

western boundary there will be points around 20 metres from 

windows; 

§ Zero lot setback to rear boundary to a maximum height of 26 

metres (8 storeys); 

§ 12m setback to rear boundary to buildings above 54 metres in 

height.  This requirement is virtually impossible to achieve on the 

Subject Site because the site is only 20-23 metres deep. 
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3 THE OFFICE MARKET IN PARRAMATTA  

This chapter analyses trends and factors influencing the property 

market within the Parramatta CBD. It also investigates the sale and 

rental prices of commercial office space based on detailed 

discussions with market and industry experts as well as a review of 

relevant property databases.  

Parramatta Office Market Overview  

The Parramatta CBD office market is divided into Grade A (Prime) and 

Grade B and Grade C (Secondary) office space, with approximately 

40% of this space comprising A-grade stock.  

Parramatta CBD is Australia’s fifth largest suburban office centre with 

685,878sqm of stock at December 20131. The Parramatta CBD market 

has traditionally been the least volatile of the NSW office markets, 

benefiting from a large base of government tenants. Since 2000 

Parramatta has seen the consolidation of its role as a government 

centre with the relocation of a number of Government agencies. 

Discussion with locals identified that 40% of the market is 

government tenancies, with the preferred floor plate of 1,200sqm or 

more.  

Our research and discussion with local agents has indicated that the 

vacancy rate is low and demand is reasonably strong due to the 

number of pre- commitments being achieved prior to construction. In 

accordance with Colliers International office market report (first half 

2014) stated that there is a total vacancy rate of 6% in Parramatta 

CBD, of which 0.5% is Grade A office space.   

Discussions with local agents identified that Grade A stock would sell 

between $6,500/sqm -$7,000/sqm, achieving a yield of 7%. Agents 

revealed that face rents achieved in Grade A office space are 

$480/sqm -$520/sqm net plus $80/sqm - $100/sqm for outgoings.   

Table 2, demonstrates a number of key market indicators for 

Parramatta office buildings. Grade A net face rents range from 

$350/sqm -$435/sqm, with outgoings ranging from $65/sqm-

$70/sqm.  

 
1
 Source: January 2014 Office Market Report, Property Council of Australia (2014) 
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Table 1:Key Market indicators 2014 

Source: Savills Quarter Report 2014 

Parramatta Office Sales Evidence 

Table 3 below demonstrates sale values for Grade A office space in 

Parramatta CBD. The evidence shows sale values for small units 

(<500sqm) ranging from $3,153/sqm to $4,000/sqm and larger (>500) 

units ranging from $7,200-$7,300/sqm. It should be noted that the 

large range of sale values is due to the variation in age, location and 

quality of stock referenced above 

 

Table 2:Grade A Sales Evidence June 2013-June2014 

Address  Sale Price  Area(sqm) $/sqm 

1 Charles St  $ 241,100,000  32,984  $  7,310  

118-122 Church St  $ 420,000  105  $  4,000  

118-122 Church St  $ 410,000  105  $  3,905  

40-60 Darcy St  $ 166,000,000  23,000  $  7,218  

105/55 Phillip St  $ 350,000  111  $  3,153  

Source: PIM 2014 and HillPDA Research 2014  
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Table 4 below demonstrates sale values for Grade B and C office 

space in Parramatta CBD. The evidence shows sale values for small 

units (<500sqm) ranging from $2,025/sqm to $4,672/sqm and larger 

(>500) units ranging from $2,867/sqm to $6,000/sqm. It should be 

noted that the large range of sale values is due to the variation in 

age, location and quality of stock referenced above 

 

Table 3: Grade B and Grade C Sales Evidence June2013-June 2014 

Address  Sale Price  Area(sqm) $/sqm 

5 Aird St Cnr 2 O'connell  $ 340,000  168  $  2,023.81  

5 Aird St Cnr 2 O'connell  $ 398,000  108  $  3,685.19  

119 Alfred St  $ 381,000  176  $  2,164.77  

34 Charles St  $ 250,000  57  $  4,385.96  

34 Charles St  $ 265,000  55  $  4,818.18  

118-122 Church St  $ 280,000  66  $  4,242.42  

118-122 Church St  $ 250,000  65  $  3,846.15  

417-423 Church St  $ 434,000  104  $  4,173.08  

11 George St  $ 2,400,000  620  $  3,870.97  

17 George St  $ 900,000 216  $  4,166.67  

48-50 George St  $ 115,000  33  $  3,484.85  

83 George St  $ 285,000  94  $  3,031.91  

85 George St  $ 2,400,000  567  $  4,232.80  

85 George St  $ 2,251,000  640  $  3,517.19  

91 George St  $ 275,000  66  $  4,166.67  

91 George St  $ 1,050,000  503  $  2,087.48  

93 George St  $ 28,750,000  7,167  $  4,011.44  

190-196 George St  $ 775,000  299  $  2,591.97  

2 Horwood Pl  $ 391,000  94  $  4,159.57  

2 Horwood Pl  $ 437,000  80  $  5,462.50  

27 Hunter St  $ 396,000  82  $  4,829.27  

34/2 O'connell St  $ 275,000  96  $  2,864.58  
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9 Phillip St  $ 2,000,000  428  $  4,672.90  

70-74 Phillip St  $ 610,000  246  $  2,479.67  

82-88 Phillip St  $ 20,250,000  5,209  $  3,887.50  

82-88 Phillip St  $ 14,000,000  5,209  $  2,687.66  

89-91 Phillip St  $ 15,880,000  5,698  $  2,786.94  

18-20 Ross St  $ 276,000  46  $  6,000.00  

5 Victoria Rd  $ 2,000,000  410  $  4,878.05  

1 Villiers St  $ 950,000  232  $  4,094.83  

1 Villiers St  $ 600,000  232  $  2,586.21  

26 Ross St  $ 1,255,000  470  $  2,670.21  

26 Ross St  $ 1,255,000  395  $  3,177.22  

223 Church St  $ 1,150,000  302  $  3,807.95  

Source: PIM 2014 and HillPDA Research 2014  

Parramatta Office Leasing Evidence  

Table 5 below demonstrates rental values for Grade A office space in 

Parramatta CBD.  Net face rents range from $333 to $400/sqm. 

  

Table 4:Grade A Sales Evidence June 2013- June 2014 

Address  Rental Price  Area(sqm) $/sqm 

23-25 George St  $520,000  1300  $ 400  

1 Wentworth St  $55,883  163  $ 343  

1 Wentworth St  $146,976  442  $ 333  

Source: PIM 2014 and HillPDA Research 2014  

 

Table 6 below demonstrates rental values for Grade B and C office 

space in Parramatta CBD. Net face rents range from $275 to 

$396/sqm.  
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Table 5:Grade B and Grade C Rental Evidence June 2013- June 2014 

Address  Rental Price  Area (sqm) $/sqm 

190-196 George St  $ 55,000  200  $           275  

1 Horwood Pl  $ 142,500  475  $           300  

1 Horwood Pl  $ 142,500  475  $           300  

17-21 Hunter St  $ 135,000  446  $           303  

82-88 Phillip St  $ 395,825  1115  $           355  

18-20 Ross St  $ 38,000  138  $           275  

10-14 Smith St Cnr Macquarie  $ 1,416,492 3,577  $           396  

Source: PIM 2014 and HillPDA Research 2014  
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4 DEVELOPMENT FEASIBILITY  

This chapter outlines the hypothetical commercial building option for 

the Subject Site and the viability or likelihood of development.  

Hypothetical Commercial Building Option 

A hypothetical commercial office building would have dimensions of 

approximately 18 metres by 45 metres – a GFA (gross floor area) of 

around 750sqm per level after allowing for thickness of external 

walls.  Assuming 80% efficiency (NSA: GFA ratio which is optimistic) 

then each floor in the tower would have around 600sqm of NSA (net 

saleable area). 

A building depth of 18m means that the setback is only 3m to 5m 

from the rear boundary (western boundary).  Note the DCP requires 

a 12m setback for buildings above 54m in height.  This is impossible 

to achieve because the site is only 20m to 23m deep.  The DCP also 

specifies the building to be no wider than 45m above the podium. It 

would appear then, that significant variations to Council’s setback 

controls would be needed in relation to developing this site as a 

commercial building. 

Even if it is assumed that lesser setbacks could be achieved, the likely 

floor plate for a commercial building is 750m2 per level with a width 

of about 18m. The addition of circulation space and amenities will 

erode this floor plate even further down to around 600m2. Such 

dimensions significantly reduce the attractiveness of this property to 

large corporate or government tenants.  Table 6 indicates that the 

more recent A grade offices in Parramatta are generally well over 

1000m2 per level.  The section below on Financial Viability clearly 

demonstrates how the viability of smaller, lower grade commercial 

space rapidly becomes unviable. These facts are well established and 

will strongly deter any developer at the early stages of a feasibility 

process. 

While the historical indicators and sales data all confirm that this site 

is a lower grade commercial premise, the following criteria also 

confirm this assertion: 
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§ A grade tenants usually seek square floor plates to enable the 

creations of specialised precincts within their office. This may 

include meeting and break out areas, executive office areas, 

training rooms and customer service areas. Larger squarer floor 

plates facilitate this arrangement. 

§ Security is an important consideration for many A grade tenants. 

This may involve locating significant foyer areas, reception areas 

and meeting rooms in proximity to the common lift core.  The 

design options for this requirement are extremely limited in a 

narrow 18m wide building and will deter many tenants. 

§ A grade tenants ideally desire generous foyer and a meeting 

areas which convey a very strong and vital first impression to 

visitors. This often includes impressive lounge area, sculptures 

and sometimes views. A narrow building with a smaller footprint 

cannot easily provide this prestige "Wow" factor. 

§ A grade tenants often desire executive parking areas away from 

visitor areas. Basements would ideally include easily accessed 

parking areas with generous turning widths. The dimensions of 

this site makes multi-level parking difficult and inefficient which 

is less desirable for larger commercial tenants. 

In addition to the proven evidence around locational attributes, 

commercial viability and lower sales returns, the above points 

demonstrate the difficulty this site has in meeting basic performance 

criteria for A grade office space.  This means that it is unlikely that a 

commercial building will ever be constructed on this site. It is also 

contended, as has been demonstrated over the last decade, that the 

current building is the highest and best use of the site under the 

current zoning.  Hypothetically it could be argued that the site might 

generate new jobs in the order 800 or 900 if fully developed. This 

assertion is not supported by intelligent data, recent trends or real-

world cases. Whilst it may be physically possible, it is not 

commercially possible due to its failure to perform against a range of 

criteria. 

Any assessment of job potential on this site really should therefore 

be referenced from the current number of jobs available within the 

current floor area. The presence of residential units on the site 

enhances the viability and allows for the addition of commercial floor 

area within a mixed use building. This has the effect of increasing the 

jobs created on this site from current levels.  
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If developed commercially, the site will provide B or C Grade 

commercial space which has limited attractiveness to investors and 

quality tenants. Having considered the full range of issues 

underpinning a healthy feasibility assessment, the construction of a 

large commercial building in this site in the usual market conditions 

as experienced over recent decades, is unlikely to ever happen. A 

possible mixed-use zoning on the site will increase the extent of 

commercial floor area on the site thereby increasing the number of 

jobs generated by this development.  

This expert opinion is based on years of research, detailed analysis 

and examination of many projects within many commercial centres 

throughout Australia. 

   

Financial Viability 

Please note that we have not undertaken a feasibility modelling on 

the Subject Site. However in our experience a floor plate of 600sqm 

NSA in a high rise building is too small for commercial space to be 

viable. The main contributing factors are the constructions costs at 

more than $4,500/sqm GFA (excluding fit out costs and car parking 

costs)2 and the achieved end sale values being no more than 

$7,300/sqm NSA based on the recent comparable sales evidence 

(refer to Chapter 3).  An additional cost for fit out can be as high as 

$1,500/sqm or more for A-grade commercial space and car parking 

costs add a further $700 to $1,500/sqm depending upon whether it's 

above or below ground. These additional costs undermine viability.  

It would be viable to develop a residential tower (38 storeys) as there 

is a wider gap between end sale values (say $9,000/sqm NSA in 

Parramatta) and construction costs (less than $3,500/sqm GFA net of 

car parking costs).  

We note that the majority of the Grade B and Grade C (Secondary) 

buildings have been constructed more than 15 years ago. In our 

experience Grade B and Grade C commercial buildings are less viable.  

Whilst the construction costs are a little lower, so too are the end 

sale values. Sale values for secondary stock tend to be below 

$6,000/sqm (Chapter 3), thus making development unlikely.   

 
2
  Rawlinsons Construction Handbook 2014.  Costs are for buildings over 20 storeys high 
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Furthermore, a tall slender tower results in greater inefficiencies 

(NLA to GFA ratio) which further undermines the viability of the 

commercial option.  In order for a high rise commercial building to be 

viable a site of reasonable size and dimensions is required to provide 

reasonable sized floor plates.   

As further evidence, we have measured the floor plates of recent A-

grade commercial office buildings in the Parramatta CBD shown in 

Table 1 below. 

  

Table 6: Recent A-Grade Buildings and Floor Areas 

Address  Attributes Storeys GBA / Floor 

1 Charles St 14 storeys near new building 14 3,000 

40-60 Darcy St Sydney Water Building, 14 

storeys near new building 

14 1,800 

55 Phillip St 3 levels above Ground Floor 

Retail 

4 830 

1 Wentworth 

Street 

12 Storeys.  Looks to be at least 

15 years old. 

12 1,200 

60 Station Street Eclipse Building, 21 Storeys near 

new building 

21 1,550 

Source:  HillPDA measured from Six Viewer Aerial Photo 

 

Table 1 above, demonstrates that the only A-grade commercial space 

with a floor plate below 1,000sqm floor plate is 55 Philip Street.  This 

building however is relatively low rise with only three levels of office 

space above ground floor retail.  

Generally new commercial buildings above 10 storeys require at least 

1,200sqm (NSA) floor plates to be viable.  The most optimistic 

estimate of NSA per floor that could be achieved on the subject site is 

half that figure (600sqm). 

 

Non-DCP Compliant Commercial Building 

HillPDA has tested the feasibility of a commercial building on the 

subject site which is generally non-compliant under the DCP mainly in 
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relation to the rear setback (assuming 3m) and the north setback 

(assuming 6m above Level 6 which results in a tower of around 80m 

in width.  

The feasibility model is attached as Appendix A.  HillPDA used its 

propriety software Estate Master DF model which is the industry 

standard in Australia for development feasibility modelling.   

This hypothetical development is based on the schematic drawing 

prepared by Olsson Architects.  The building has a 3m set back from 

the rear boundary (School site) from Levels 1 to 6 and a 3m set back 

from the rear boundary and 6m from the northern boundary at 

Levels 7 to 16.  

Overall FSR is 10:1 and we have assumed 3 or possibly 4 basement 

levels of parking, sufficient to provide around 1 space per 100sqm of 

GFA.  

The main assumptions in the model includes construction of the 

basement levels at $1,400/sqm, $2,000/sqm for the ground floor 

retail and $3,200/sqm for the commercial levels, plus 5% for site 

costs and external works and services and 5% construction 

contingency.  These rates are consistent with Rawlinsons 

Construction Handbook and Riders Digest 2014. 

Construction commences in Month 10 and takes 18 months. 

Other costs include 9% design and project management fees, 2% 

development management fee and 2.5% project contingency.  Other 

allowances have been made for costs on sales, advertising and 

finance establishment fees, 3% Section 94A and application fees.  

15.2% equity has been included with the balance of project finance 

being funded by debt with 6.5% interest capitalised monthly in 

arrears.   

End sale values have been assumed at $6,500/sqm for the 

commercial office space and $9,000/sqm for the ground floor retail.  

These levels are considered optimistic in this location in the current 

market. 

All costs and revenues exclude GST. 

The feasibility model shows a negative profit of $4m (minus 3.5% on 

costs) and a Project IRR of only 1.1%.  These returns are well below 

the benchmark target levels generally required for commercial 

development of this nature - at least 16% target margin and target 

IRR with strong pre-commitments and at least 20% for more 

speculative commercial space. 
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The returns suggest that any office space would experience 

difficulties in achieving adequate returns on any site.  Most of the 

office buildings constructed in the past decade or so in Parramatta 

have had secure government tenants with strong pre-commitments 

paying a little more than market rent.  Also some of these developers 

have reduced costs by reducing margins and internalising 

development management costs. 

The Subject Site is not positioned to enjoy any of these gains.  Given 

the site's location, attributes and narrow floor plate it is highly 

unlikely to attract a prestige government tenant (like Urban Growth) 

paying above market rent.   

Supply of Commercial Space 

Apart from the viability issue we do not consider the opportunity cost 

of 800 jobs as significant in this particular case because those jobs 

can easily be absorbed by projects in the pipeline over the next 

couple of decades.  

Parramatta CBD is Australia’s fifth largest suburban office centre with 

685,878sqm of stock at December 20133. Around 40% of this stock is 

A-Grade office space.  The opportunity cost of 16,000sqm of 

commercial space identified in Council's report represents no more 

than 2.3% of current stock. 

The two most significant developments completed recently in the 

Parramatta CBD are the Eclipse Building located at 60 Station Street, 

Parramatta and Sydney Water Headquarters located at 1 Smith 

Street, Parramatta. 

Parramatta CBD has an estimated 126,300sqm of new and 

refurbished office stock in the pipeline4. This is almost eight times 

more than floor space than the potential 16,000sqm on the Subject 

Site identified in the Council Report.  Most of the pipeline space is 

expected to be delivered by 2015 and on this basis there is significant 

commercial office floorspace supply projected over a protracted 

period. 

Council’s Parramatta Square or Civic Place development will see a 

sizeable quantum of commercial office floorspace provided in the 

 
3
 Source: January 2014 Office Market Report, Property Council of Australia (2014) 

4
 Source: Spotlight Parramatta Office, Savills Research (February 2014) 
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CBD. The development has the capacity to deliver up to 140,000sqm 

of commercial office floorspace when fully developed and extend to 

53-storeys5. The first stage at 169 Macquarie Street will provide over 

24,200sqm and is due for completion in 2015/166. 

Westfield Parramatta proposes a further 35,000sqm of commercial 

office floorspace in a 20-storey tower7. If approved this development 

is expected to be completed in 20218. 

  

Council has aspirations to develop the Auto Alley precinct in the 

southern part of the CBD for mixed use purposes including 

commercial/ retail and/ or residential development. Indicative 

commercial floorspace capacity estimates for this area is up to 

446,000sqm9 although it is currently at a very early stage of planning. 

The effect of this would be to extend Parramatta CBD’s commercial 

core to the south and provide a new gateway. A mixed use planning 

proposal at Gateway South is proceeding through the gateway 

process. It will deliver over 700 apartments, 200,000sqm of 

commercial office floorspace and 13,000sqm of retail floorspace10 in 

the auto alley precinct. 

 

 
5
 Source: Parramatta City Council (2013) 

6
 Source: Cordell’s 

7
 Ibid 

8
 Source: Economic Impact Assessment (Including Additional Information): Westfield Parramatta and Gateway Office 

Tower, URBIS (November 2012 (Updated May 2013)) 
9
 Source: Auto Alley Urban Renewal Study Community Consultation, Sydney Metropolitan Development Authority (2012) 

10
 Source: Catalyst Properties (2013) 
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5 CONCLUSION  

Our conclusions are as follows: 

§ The subject site, due to its size and dimensions cannot viably be 

developed for high rise commercial offices;   

§ The probability of redevelopment for such purposes is extremely 

low at any time in the foreseeable future; 

§ As a result the opportunity cost of 800 jobs identified in Council's 

report is an abstract number rather than a real number; 

§ The Planning Proposal will enable redevelopment for a high-rise 

building and the residential component ensures viability; 

§ The Planning Proposal will deliver considerably more jobs on site 

than what is currently provided on site; and 

§ There is a strong supply of commercial floor space in the pipeline 

in the foreseeable future that will ensure the Planning Proposal 

does not undermine job numbers in the CBD. 
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Disclaimer 

1. This report is for the confidential use only of the party to whom it is addressed 

("Client") for the specific purposes to which it refers and has been based on, 

and takes into account, the Client’s specific instructions. It is not intended to be 

relied on by any third party who, subject to paragraph 3, must make their own 

enquiries in relation to the issues with which this report deals.  

2. Hill PDA makes no representations as to the appropriateness, accuracy or 

completeness of this report for the purpose of any party other than the Client 

("Recipient").  Hill PDA disclaims all liability to any Recipient for any loss, error 

or other consequence which may ari se as a result of the Recipient acting, 

relying upon or using the whole or part of this report's contents. 

3. This report must not be disclosed to any Recipient or reproduced in whole or in 

part, for any purpose not directly connected to the project for which Hill PDA 

was engaged to prepare the report, without the prior written approval of Hill 

PDA. In the event that a Recipient wishes to rely upon this report, the Recipient 

must inform Hill PDA who may, in its sole discretion and on specified terms, 

provide its consent. 

4. This report and its attached appendices are based on estimates, assumptions 

and information provided by the Client or sourced and referenced from 

external sources by Hill PDA.  While we endeavour to check these estimates, 

assumptions and information, no warranty is given in relation to their 

reliability, feasibility, accuracy or reasonableness. Hill PDA presents these 

estimates and assumptions as a basis for the Client’s interpretation and 

analysis. With respect to forecasts, Hill PDA does not present them as results 

that will actually be achieved. Hill PDA relies upon the interpretation of the 

Client to judge for itself the likelihood of whether these projections can be 

achieved or not. 

5. Due care has been taken to prepare the attached financial models from 

available information at the time of writing, however no responsibility can be 

or is accepted for errors or inaccuracies that may have occurred either with the 

programming or the resultant financial projections and their assumptions. 

6. This report does not constitute a valuation of any property or interest in 

property. In preparing this report Hill PDA has relied upon information 

concerning the subject property and/or proposed development provided by the 

Client and Hill PDA has not independently verified this information except 

where noted in this report. 

7. In relation to any valuation which is undertaken for a Managed Investment 

Scheme (as defined by the Managed Investments Act 1998) or for any lender 

that is subject to the provisions of the Managed Investments Act, the following 

clause applies: 

This valuation is prepared on the assumption that the lender or addressee as 

referred to in this valuation report (and no other) may rely on the valuation for 

mortgage finance purposes and the lender has complied with its own lending 

guidelines as well as prudent finance industry lending practices, and has 

considered all prudent aspects of credit risk for any potential borrower, 

including the borrower’s ability to service and repay any mortgage loan. 

Further, the valuation is prepared on the assumption that the lender is 

providing mortgage financing at a conservative and prudent loan to value ratio. 
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APPENDIX A:  FEASIBILITY MODEL OF HYPOTHETICAL 

COMMERCIAL BUILDING 
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19 August 2014 

 

The Director  

Merchant Power Pty Ltd 

7 Charles Street 

Liverpool NSW 2170 

 

Dear Sir, 

Market Opinion – 116 Macquarie Street and 7 Charles St, Parramatta 

Proposed Commercial Development –  

Thank you for your instructions to provide an opinion on the marketability and likely demand for your 

proposed commercial development at 116 Macquarie Street and 7 Charles Street, Parramatta. 

Market Opinion 

We have considered the location, volume, floorplate size, building attributes and amenities based on 

the floorplans provided and formed an opinion as a commercial leasing agency on how marketable this 

product is in the current market and taking account of our knowledge of tenant expectations. 

In our opinion this building would be difficult to let for the following reasons; 

· Historically the precinct is not a desirable office location for commercial tenants because of the 

number of adjacent residential towers, and this perception is further reinforced by the number 

of additional residential towers proposed, including, Macquarie Street Carpark (Topplace), 111 

George St and the News Ltd site (Dyldam). 

· The location is perceived as too remote from transport and amenities such as retail and 

recreation. 

· The proposed building will not have a high profile as a commercial development compared to 

several competing buildings in the established commercial precinct of George St nearby. These 

are existing buildings that provide A Grade space at very competitive rents. 

Cushman & Wakefield (NSW) Pty Limited 

Level 2, 3 Horwood Place 

Parramatta NSW 2150 

Australia 
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· Despite a very low vacancy rate for A Grade buildings at present, there is unlimited capacity for 

future demand to be met by proposed landmark commercial towers such as PS5&6 at 

Parramatta Square (130,000sqm), 105 Phillip St (20,000sqm) and 89 George St (10,000sqm).  

These developments are much more likely to attract high profile multiple floor tenants, as 

evidenced by the recent success of “The Eclipse” at 1 Station St with tenants such as Deloitte, 

QBE and Urban Growth.  

· The narrow floorplate which is split between each side of the core does not lend itself to a 

single floor or multiple floor tenant. If the most likely demand is from smaller tenants of 600sqm 

or less they will be difficult to attract given the competition from existing lower graded buildings 

available in Parramatta. 

· Because the floorplate is best suited to multiple tenants the ratio of Gross Floor Area GFA to 

Net Lettable Area NLA is relatively inefficient and will diminish the commercial feasibility of the 

development compared to existing multi-tenanted buildings with a more efficient rectangular 

floorplate. Eg. 10 Smith Street and 3 Horwood Place. 

In summary, we think that as a commercial building this development will not compete well in the 

emerging Secondary Market in Parramatta and therefore may not be economically feasible. 

Best regards 

 

John Siciliano 

Director, Commercial – Parramatta 


