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Part 2:
Strategy & 
Property Due 
Diligence, Plus 
Feasibilities

TAMARA READ
National Coach

Recap of Part 1 –
Match The Strategy & Location To Your 
Personal Circumstances

� a) Define Your Personal 
Circumstances?

� b) Identify Your 3 Locations

� c) Identify Your 3 Strategies

� c) Deal Finding – Become an 
Area Expert

Update to Part 1 –
Thematic / Heat Map Sources

� 1) http://www.suburbprice.com – heat map –
based on sale price not sold price
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Update to Part 1 –
Thematic / Heat Map Sources

� a) Scroll Down to Map

� b) Click on Median Asking Price

Update to Part 1 –
Thematic / Heat Map Sources

� c) Zoom in and click on area of interest e.g. 
Melbourne, then Melbourne West

Update to Part 1 –
Thematic / Heat Map Sources

� d) Zoom in and click on suburb of interest e.g. 
Sunshine North
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Update to Part 1 –
Thematic / Heat Map Sources

� e) Other Data Sets – Stock on Sale, Median Rent, 
Rental Yield, Vacancy Rate

Update to Part 1 –
Thematic / Heat Map Sources

� 2) http://www.realestate.com.au/invest - heat 
map – based on sale price not sold price

Update to Part 1 –
Thematic / Heat Map Sources

� a) Click on invest tab

� b) Click on State
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Update to Part 1 –
Thematic / Heat Map Sources
� c) Heat Map Shown

� d) Select houses / units / number bedrooms

Update to Part 1 –
Thematic / Heat Map Sources
� e) Click on suburb – stats shown

Update to Part 1 –
Thematic / Heat Map Sources
� f) View other stats
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a) Strategy Due Diligence

Part 2 - Purpose

b) Property Due Diligence

c) Feasibility

� In desired streets, drill down 
to an individual property 
level to identify properties 
worthy of property specific 
due diligence

1

2

3

Last Step 24 (Part 1): Property Focused 
Research – Deal Finding / Creating

� 5 Baynton Ave, North Sunshine – developed

� 3, 7, 6, 8 Baynton Ave & many others undeveloped

Continue with Existing Example



12/12/2015

6

� Research other subdivision deals in the general area

� Search council website for recent approvals

� Obtain copies of approvals or view in council office

Part 2 - Step 1– Strategy Due Diligence

Step 1– Strategy Due Diligence

Surveying and Planning through Electronic Applications and Referrals 

(SPEAR)

SPEAR is an Australian-first, allowing subdivision planning permit and 

certification applications to be compiled, lodged, managed, referred, approved 

and tracked online, anytime. VICTORIA specific

� Research other subdivision deals approved in the 
general area & lodged but not yet approved:

�a) Review approved plans

�b) Review approval conditions

�c) Review approval process and timeframe

�d) Review consultants involved

�e) Review costs

Step 1– Strategy Due Diligence
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� Map approved & lodged subdivisions & unit 
developments in your area – electronically (Google 
Earth) or manually (print out street map)

Step 1– Strategy Due Diligence

� Do rough feasibility to confirm there is potential 
profit in this strategy in this location and to justify 
doing more detailed research on individual 
properties!!!!

� Will cover feaso at end!!!!

� Will assuming the rough feaso shows potential for this 
strategy in this location and worth of doing more 
detailed research.

Step 2 – Rough Feasibility

� Undertake detailed due diligence on individual 
properties of interest to confirm their subdivision 
potential 

Step 3 – Detailed Strategy Due Diligence
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Step 3 – Detailed Strategy Due Diligence

a) Land size

b) Zoning  and how it affects required land size

c) Block frontage width

d) Slope

� Identify potential opportunities and constraints –
town planner:

Step 3 – Detailed Strategy Due Diligence

e) Services Location including sewer main, water 
main, stormwater, power, phone lines, gas –
Source: Dial Before You Dig; Council; Utility 
Providers 

� Identify potential opportunities and constraints –
town planner:

Step 3 – Detailed Strategy Due Diligence

� Sewer main runs along back boundaries - OK
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Step 3 – Detailed Strategy Due Diligence

� Water main runs along road frontage on side of 
#5 & 7 – Great!!

Step 3 – Detailed Strategy Due Diligence

� Drainage Plan – pipes, pits, trees, footpath

Step 3 – Detailed Strategy Due Diligence

� Telstra
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Step 3 – Detailed Strategy Due Diligence

� Electrical Supply

Step 3 – Detailed Strategy Due Diligence

f) Position of the existing dwelling and other built 
structures and how this effects the subdivision 
potential,

e.g.

Driveway

width

� Identify potential opportunities and constraints:

??

Step 3 - Detailed Strategy Due Diligence

g) Capacity to move or demolish existing built 
structures

h) Site cover of existing dwelling – if intend to retain

i) Height restrictions for new dwelling

� Identify potential opportunities and constraints:
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Step 4 – Research Environmental 
Constraints & Council Overlays

� Flooding

� Waterways

� Overland 

flow

Step 4 – Research Environmental 
Constraints & Council Overlays

� Native vegetation protection

� Bushfire prone

� Koala habitat

� Slip prone

� Acid sulphate soil

� Cultural heritage

� Demolition Control

� Slope

Step 5 – Research Site Specific Constraints
� Some site specific constraints may not be fully 
researched until latter in your due diligence 
once you know there is potential profit in the 
deal and you are wanting to put a contract on 
it.

� While the contract is in the conditional phase, 
you would do your more thorough research on 
some of the less obvious constraints listed below.
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Step 5 – Research Site Specific Constraints
� Significant trees

� Soil type – swelling & cracking clays

� Rock

� Contaminated site

� Easements – sewer, power, access way etc

� Encroachments – survey site

� Covenants

� Caveate or other encumbrances

� Notation on survey plan

� Neighbour disputes

� Council show cause notices

� Heritage listed buildings

Step 5 – Research Site Specific Constraints
� Above ground infrastructure at front of property 
(power poles, road signs, signage, bus stop, 
traffic lights, roundabout, fire hydrant, public 
mail box, car parks, parking meters, substations

Step 5 – Research Site Specific Constraints
� Soil type – swelling & cracking clays

� Contaminated site

� Easements – sewer, power, access way etc

� Encroachments – survey site

� Covenants

� Caveate or other encumbrances

� Notation on survey plan

� Neighbour disputes

� Council show cause notices

� Heritage listed buildings

� Aspect
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Step 5 – Research Site Specific Constraints
� Underground infrastructure – man holes, disused 
septic tanks, buried water tanks, Telstra pits

� Capacity of Services – electricity, sewer, water, 
stormwater – need to upgrade for strategy?

� Shared services with neighbores – combined 
sewer drain

Step 5 – Research Site Specific Constraints
� Adjoining properties & structures next door –
zero lot, windows/doors, private open space

� Road hierarchy – class of road/street, visibility, 
access restrictions, bin collection, resumption 
plans, on-street parking etc.

� Noise pollution – road, flight path, industry, 
birds/bats

Step 5 – Research Site Specific Constraints
� Air pollution – road, industry

� Subsidence – underground mining & earthworks

� Cyclone rating for new build

� Body corp review – if exists

� Earthquake, sea level rise, tsunami

� Crime rate
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Step 5 – Research Site Specific Constraints
� Tools for researching individual property:

�Council & council website

�PD Online

�RP Data, Investar, PDS Live

� Investar

� Internet

�Town planners

�Locals & neighbours

�Surveyor & engineer

Step 6 – General Property Due Diligence
� a) Illegal building works – structures not council 
approved

� b) Structures not built to Australian Building 
Code incl. built form, smoke alarms, safety 
switches, pool safety

Step 6 – General Property Due Diligence
� c) Usage of structure not council approved e.g. 
converted garage, multiple incomes, granny flat

� d) Reno works not council approved, not done 
to building code, not done by qualified/licensed 
person 
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Step 6 – General Property Due Diligence

� e) Condition of existing property – termite 
damage, dry rot, concrete cancer, rising damp, 
asbestos, cracking walls & foundation

Step 7 – Initial Deal Review

� For each target site that complies with your 
strategy & your due diligence looks favorable,  
calculate – potential number of blocks able to 
be subdivided.

� Function of land size, frontage, zoning etc.

� Min lot = 300m2 

� 2 Lot Subdivision = 300 x 2 = 
600m2 min.

� 693m2 lot = Potential 1 lot 
into 2

Step 8 – Concept Design
� Do rough concept sketch to determine layout 
options for subdivision design e.g.

�a) 2 Lots on 1 title

�b) Boundary reconfiguration

�c) Batalax subdivision

�d) Full road frontage subdivision

�e) Internal road subdivision - chopper
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Step 8 – Concept Design
� Depict:

�a) Driveway/access

�b) Layout & configuration of blocks

�c) Block dimensions

�d) Position of building being retained

�e) Location of services

�f) Site features that will impact on layout

Step 8 – Concept Design

� Town planner to review your proposed design 
options to ensure compliant with council

� Specialist consultants liaised with as required –
engineer, surveyor, building designer

Step 9 – Detailed Feasibility
� Conduct detailed feasibility on all exit strategies:

� 1) Subdivide & sell vacant rear lot

� 2) Subdivide & sell reno’d front house

� 3) Subdivide, sell front house, build on back & 
sell/hold

� 4) Above with cosmetic reno vs structural or 
extension

� 5) Above with rent by room houses – sell to investor

� 6) Subdivide, demolish house & sell 2 vacant lots

� 7) Subdivide, demolish house & build 2 new

� 8) Subdivide, demolish house & build 2 new for rent 
by room etc etc etc

� Need to do feaso on all & research the demand for 
each before making a decision which to focus on!!
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Step 10 – Feasibility - Explained

� Feasibility is simply financial mapping of a deal.

� 2 Components – a) profit if you intend to sell, b) 
cash flow if you intent to hold

� Even if you intent to sell you should also calc. 
cash flow in the event that you can’t sell and 
have to hold e.g. assess all exit strategies

� Rubbish in rubbish out

Step 10 – Feasibility - Explained

� Feaso simply an accounting of all ins and outs of 
a project

� Consider it as a simple list!!

� 2 Levels –

� a) Quickie / Rough feaso = rough estimate

� b) Full feaso = detailed with all the nuts & bolts 
& backed up by written quotes

�Covering here feaso to assess a deal, but 
also there is a feaso for funding and feaso 
for presenting to JV

Step 11 – Rough Feasibility
� Start from the end product & work backwards

�Sale Value

�Sale Costs

�Purchase Price

�Purchase Costs

�Strategy Costs

�Operating Expenses – Hold Costs

�Total Figures & Profit / Loss Calculation
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Step 11 – Rough Feasibility
� Sale Value 

� Sale Costs – 3%

� Purchase Price -

� Purchase Costs

� Strategy Costs – Reno

� Strategy Costs –
Subdivision

� Strategy Costs – Build

� Operating – Hold 
Expenses

� Comparable sales

� 3%

� Research

� 6%

� Cosmetic Reno 9%

� Research $45k?

� Research

� Research

Step 12 – Detailed Rough Feasibility
� a) Expand Detailed Sales

Step 12 – Detailed Rough Feasibility
� b) Expanded Sales Costs – list every step & 
therefore cost involved with selling
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Step 12 – Detailed Rough Feasibility
� c) Expand Purchase Costs - list every step & 
therefore cost to purchase a property 

Step 12 – Detailed Rough Feasibility
� d) Expand operating expenses / hold costs – list 
everything involved in holding a property & put 
a cost against each

Step 12 – Detailed Rough Feasibility
� e) Expand Strategy Costs (Cosmetic Reno) – list 
every step involved in the reno and put a cost 
against it  
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Step 12 – Detailed Rough Feasibility
� f) Expand Strategy Costs (Subdivision) – list every 
step to do the subdivision & put a cost to each

Step 12 – Detailed Rough Feasibility
� g) Expanded Totals

Step 12 – Detailed Rough Feasibility
� h) Expanded Analysis Calcs.
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Step 12 – Detailed Rough Feasibility
� i) Expanded Cash Flow from Holding Long Term

Step 12 – Detailed Rough Feasibility
� i) Expanded Reval Calculations

Step 13 – Research end product
� Start with the end & work backwards

� Research the market value of the end product 
(comparable’s)

�a) Subdivided vacant land (battle-axe 
preferably)

�b) Subdivided renód front house

�c) Subdivided & new build on rear lot

�d) Subdivided & newly built rent by room
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Step 13 – Research end product
�a) Subdivided vacant land (battle-axe 
preferably)

Step 13 – Research end product
�b) Subdivided renód front house

Step 13 – Research end product
�b) Subdivided renód front house
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Step 13 – Research end product
�c) Subdivided & new build on rear lot

Step 13 – Research end product
�c) Subdivided & new build on rear lot

� d) Research the market value of undeveloped 
sites

Step 13 – Research end product
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� d) Research the market value of undeveloped sites

� Corner 
block –
higher end 
of market

Step 13 – Research end product

Step 14 – Map Sold Properties & For 
Sale Properties – Become Area Expert

Step 14 – Map Sold Properties & For 
Sale Properties – Become Area Expert
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Step 15 – Use Street View to Research 

Step 15 – Use Aerial View to Research 

Step 15 – Use Street Map View to Research 
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Step 15 – Zoom in to See Lots & Building 
Footprint

Step 15 – Use Investar to See Spread in 
Values

Step 16 – Research Demand For End 
Product – Rental & Sale 

� Talk to lots of agents & property managers

� What is selling

� Who are buyers

� Days on market

� What product is easiest for agents to sell 

� What finishes are required

� What location do buyers want

� Above but for tenants
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Step 17 – Research & Create Realistic 
Timeline of Project 

� Approval phase, 

� Financing phase

� Construction phase

� Sales phase 

Step 18 – Due Diligence on Your 
Capacity to Finance Various Strategies

� Reno upfront

� Subdivide upfront & reno latter

� Sell front before build on rear

� Sell rear vacant land

� Hold front or rear

Step 19 – Detailed Feaso

� For properties where initial due diligence & 
rough feaso good then do detailed feaso  

� Detailed feaso based on quoted prices where 
possible 
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Step 20 – Not Stacking Up?

� If having trouble getting rough feaso to stack 
up, consider doing reverse feaso on similar 
completed subdivision projects in area to 
better understand the numbers & what they 
need to be to make a deal profitable

QUESTIONS?


