
ISEC Cost Benefit Analysis  

High Level Review 

 

Townsville Enterprise Limited 

May, 2016 



ISEC Cost Benefit Analysis – High Level Review 

  i 

Document Control 

Job ID: 18575TSV 

Job Name: ISEC Cost Benefit Analysis Considerations 

Project Director: Carey Ramm 

Project Manager: Matthew Kelly 

Client Company: Townsville Enterprise Limited 

Job Contact: Patricia O'Callaghan  

Document Name: ISEC CBA Review FINAL.docx 

Last Saved: 13/5/2016 11:12 PM 

 

Version Date Reviewed  Approved  

Draft 1.0 12/05/2016 MK AP 

Final 13/05/2016 MK AP 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Disclaimer: 

Whilst all care and diligence have been exercised in the preparation of this report, AEC Group Pty Ltd does not 
warrant the accuracy of the information contained within and accepts no liability for any loss or damage that 
may be suffered as a result of reliance on this information, whether or not there has been any error, omission 
or negligence on the part of AEC Group Pty Ltd or their employees. Any forecasts or projections used in the 
analysis can be affected by a number of unforeseen variables, and as such no warranty is given that a 
particular set of results will in fact be achieved. 
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Introduction 

The Integrated Stadium and Entertainment Centre (ISEC) represents a critical catalyst 
development for Townsville and North Queensland. ISEC is a major priority project for 
key regional stakeholders including local governments, Townsville Enterprise Limited 
(TEL), the Townsville Chamber of Commerce and the Property Council of Australia 

(Townsville). The project is supported by Townsville City Council and all North 
Queensland regional councils. 

In light of the importance of ISEC to the regional economy, TEL has engaged AEC Group 
Pty Ltd (AEC) to undertake a high level review of the recent QLD Government Business 
Case developed for the project, and specifically the Cost Benefit Analysis (CBA) 
undertaken for the development.   

A comprehensive range of socio-economic benefits are understood to have been 

considered within the QLD Government Business Case (the full report is held commercial 
in confidence, and is unavailable for review). However, many of the potential regional 

benefits are difficult to quantify with accuracy. 

Furthermore, some significant regional benefits associated with the project may also 
have been reasonably excluded from the QLD Government analysis due to economic 
considerations focussing on the state of Queensland as a whole. For example, some 

additional tourism expenditure associated with the development may represent activity 
that would otherwise occur in Far North or South East Queensland.        

This analysis applies a series of additional high level benefits to the Queensland 
Government analysis in order to consider the potential net socio-economic benefits of the 
ISEC project, with a specific focus on the Townsville North Queensland region.  
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Overview of Existing Business Case 

Business Case Options 

The business case considered a number of options measured against the status quo, the 

‘existing 1300SMILES Stadium’ option. The business case detailed a best-practice 
regional stadium option and an integrated stadium and entertainment centre option. The 
best-practice regional stadium option will be designed with the flexibility to integrate the 
entertainment centre component at a future date. Options considered in the CBA (against 
the status quo) include:  

 A best-practice regional stadium ($250 million capital cost). This option is located on 

the preferred site adjacent to the Townsville CBD, within the Townsville City 
Waterfront Priority Development Area (PDA). This option has a 25,000 seat capacity 
(compared to 17,757 seat capacity at 1300SMILES Stadium, with standing room for 
another 8,726 patrons), which allows for an entertainment facility and/or additional 

seating to increase the stadium’s capacity up to 30,000 to be added in the future 

 A best-practice regional stadium with an integrated entertainment component ($380 
million capital cost). This option is an Integrated Sports and Entertainment Centre, 

which includes a 25,000 seat stadium capacity with a 5,800 seat capacity 
entertainment component. The best-practice regional stadium option has been 
designed with the facilities necessary to integrate the entertainment centre 
component of this option at a future time.  

A summary of the options examined is provided in the table below. 

Table 1: Development Options Overview 

Option 
Capital 

Cost ($M) 
Operating Cost (30 

year life-cycle) 
Total Cost to 
Government Capacity 

Status Quo (Existing 1300 
Smiles Stadium) 

$0.0 $201.4 $201.4 
17,757 seating 
8,726 standing 

Best Practice Regional 
Stadium 

$250.0 $282.8 $532.8 
25,000 seating with capacity for 

future expansion 

ISEC $380.0 $405.5 $785.5 

25,000 seating with capacity for 
future expansion  

5,800 seating entertainment 
centre 

Source: Department of State Development (2015) 

CBA Outcomes from Existing Business Case 

Decision Criteria:  

The Net Present Value (NPV) and Benefit Cost Ratio (BCR) are the primary decision 
criteria for the economic appraisal. The NPV of a project expresses the difference 
between the Present Value (PV) of future benefits and PV of future costs, i.e.: NPV = PV 
Benefits – PV Costs. The BCR provides the ratio between the PV of benefits and PV of 

costs, i.e., BCR = PV Benefits / PV Costs. 

Where the economic appraisal results in a: 

 Positive NPV and BCR above 1: the project will be deemed as being desirable   

 NPV equal to zero and BCR of 1: the project will be deemed neutral (i.e., neither 
desirable nor undesirable) 

 Negative NPV and BCR below 1: the project will be deemed undesirable. 

The Department of State Development (2015) identifies the best practice regional 
stadium will deliver an NPV of -$170 million (BCR of 0.214) and the ISEC option will 

deliver an NPV of -$265 million (BCR of 0.236).  

The key assumptions utilised to develop the CBA are considered commercial in confidence 
and are therefore unavailable for independent review.   
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 Table 2: CBA Outcomes from Existing Business Case 

Indicator 
Best Practice  

Regional Stadium ISEC 

Net Benefit -$170 -$265 

BCR 0.214 0.236 

Source: Department of State Development (2015) 

Qualitative Benefits Identified in Existing Business Case 

While the analysis returns a low NPV and BCR ratio, a number of additional benefits are 
identified qualitatively in the business case summary report. Specifically: 

 Economic benefits - Events at major sporting and entertainment venues, such as 
sporting competitions, concerts and conventions, attract visitors to the area, which 

may not visit the area if the event was not held – generating incremental economic 
activity. In addition, their development and operations create economic activity for a 
local economy 

 Social benefits - Sporting stadiums entertainment centres and convention facilities 
are regularly used by local groups to hold local sporting, entertainment and 
community events, providing a direct benefit to the local community. Sporting venues 

also have a wider social responsibility to encourage participation. 
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Additional Benefits Considered 

A number of additional qualitative benefits were identified in the existing Queensland 
Government Business Case document. It is reasonable with additional time and resources 
to attempt to quantify these benefits and in fact augment with additional benefits not 
identified in the existing Queensland Government Business Case document. 

While challenging to quantify some of the key benefits expected to be achieved through 
the development of the ISEC at a fine level of detail, it is appropriate to incorporate high 
level proxies to test the potential impact on the CBA analysis and ensure full information 
surrounding both economic and social outcomes are incorporated.  

The following potential benefit streams have been considered for their potential impact 
on the economic desirability of the best practice regional stadium and ISEC development 
options.  

Table 3: Benefit Streams Considered 

Benefit  Context 

High Level Indicator Applied 

Best Practice Regional Stadium ISEC 

Wages During 
Construction 

Construction of the ISEC/ 
regional stadium is expected to 
generate substantial economic 
activity and employment. Given 
the current depressed 
Townsville North Queensland 
labour market, it is reasonable 
to expect a significant 
proportion of the positions 
would represent net new 
employment (i.e. providing jobs 
and incomes for local workers 
that would otherwise be 
unemployed or under-utilised). 

Wages of $15 million in total over 
construction based on 50% of 360 direct 
construction jobs averaging $85,000 per 
annum. 

Wages of $23 million in total over 
construction based on 50% of 550 
direct construction jobs averaging 
$85,000 per annum. 

Economic 
Activity from 
Induced Visitor 
Spend 

The ISEC/regional stadium is 
expected to encourage 
increased non-local visitation to 
Townsville North Queensland, 
thereby increasing expenditure 
in the local economy and 
economic activity. 

Visitor spend of $1.0 million per annum1 

(assumed 50% of ISEC). 
Visitor spend of $2.0 million per 
annum1 based on KPMG (2013). 

Increased 
Amenity and 
Liveability 
(Proxied via 
Increased 
Property 
Values) 

The ISEC/regional stadium is 
expected to positively impact on 
property values through 
improved amenity and 
liveability, in particular those 
properties located in close 
proximity to the development.  

0.5% per annum increase has been 
applied over 10 years across residential 
dwellings within the surrounding South 
Townsville-Railway Estate and Townsville 
City-North Ward SA2s2 (an avg. dwelling 
price of $370,000 was applied). 
 
High level analysis of existing stadiums 
indicates potential increases in property 
prices of between 3% and 15% p.a. over 
three years (see appendix A). 

0.8% per annum increase has been 
applied over 10 years across 
residential dwellings within the 
surrounding South Townsville-
Railway Estate and Townsville City-
North Ward SA2s2 (an avg. 
dwelling price of $370,000 was 
applied). 
 
High level analysis of existing 
stadiums indicates potential 
increases in property prices of 
between around 3% and 15% p.a. 
over three years (see appendix A). 
 

Induced Private 
Development 

The ISEC/regional stadium is 
anticipated to generate 
associated private sector 
development activity as the CBD 
becomes more attractive to 
investors, businesses and 
occupiers.  

An increase of 7.5% per year residential 
and non residential construction (based 
on the average approval value from 
2008-2015 for the Townsville City-North 
Ward and South Townsville-Railway 
Estate SA2s) over 15 years. 
 
Induced development is assumed to be 
valued (purchased) at a 30% margin 
above the cost of development. 
 

An increase of 10% per year 
residential and non residential 
construction (based on the average 
approval value from 2008-2015 for 
the Townsville City-North Ward and 
South Townsville-Railway Estate 
SA2s) over 15 years. 
 
Induced development is assumed 
to be valued (purchased) at a 30% 
margin above the cost of 
development. 
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Benefit  Context 

High Level Indicator Applied 

Best Practice Regional Stadium ISEC 

  

Economic 
Activity 
Through 
Increased 
Household 
Spending 

The ISEC/regional stadium is 
anticipated to improve 
Townsville North Queensland’s 
competitive position for 
population attraction and 
retention through improved 
amenity and as a catalyst for 
broader CBD activation. 
 
The additional population and 
subsequent household 
expenditure will generate 
additional economic activity 
within the region.   

Townsville City Council estimates that 
ISEC will assist to facilitate around 5,000 
additional dwellings within the CBD and 
surrounding area (over the next 10-15 
years).  
 
For this assessment, 350 households 
(10% of council’s estimate and 70% of 
ISEC for the stand alone stadium) have 
been applied over the 30 year analysis3.  
 
Annual household expenditure levels 
have been estimated using ABS (2011) 
estimates1 with allowances for 
expenditure outside of Townsville North 
Queensland.  

Townsville City Council estimates 
that ISEC will assist to facilitate 
around 5,000 additional dwellings 
within the CBD and surrounding 
area (over the next 10-15 years).  
 
For this assessment, only 10% of 
this estimate (500 households) has 
been applied over the 30 year 
analysis3.  
 
Household expenditure levels have 
been estimated using ABS (2011) 
estimates1 with allowances for 
expenditure outside of Townsville 
North Queensland. 

Notes: 1Expenditure in and of itself does not represent an economic benefit. Gross Value Added (GVA) activity (wages and salaries of workers 
plus gross operating surplus) presents a true measure of economic benefit of this spend. Ratios of GVA per dollar of spend were used from the 

national Input-Output tables for relevant industries of expenditure items to convert visitor/household expenditure to GVA activity. Flow-on activity 
was not included. It has also been conservatively assumed that only 75% of the wages and salaries component of value added represents a net 

economic benefit to Townsville North Queensland. 
2 Based on ABS (2012) estimates and QGSO (2015) population projections. 
3 Allowing for dwellings that would otherwise be developed elsewhere in Townsville North Queensland.  
Source: AEC 
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Socio-Economic Outcomes (Impact on NPV) 

The present value (PV) of the additional Townsville North Queensland benefits assessed 
over a 30 year period (from YE ending June 2017 to June 2046) at a 7% real discount 
rate are presented in the table below.  

Combined the PV of additional benefit streams total approximately $195 million for the 

best practice regional stadium and $300 million for the ISEC. Adding these further 
benefits to the base case analysis suggests: 

 An NPV of just under $25 million for the best practice regional stadium 

 An NPV of approximately $35 million for the ISEC. 

These positive NPVs indicate a BCR of above one for both project options. With a positive 
NPV and BCR above 1, the analysis indicates economically desirable outcomes for the 
regional economy as a result of the delivery of this significant infrastructure. 

Table 4: NPV Impacts 

Project 
PV ($M) @7% 

 Real Discount Rate Impact on NPV 

Best Practice Stadium 
  Base Case NPV - -$170 

Wages During Construction $14 -$156 

Economic Activity from Induced Visitor Spend $5 -$165 

Increased Amenity and Liveability  $118 -$52 

Induced Private Development $14 -$156 

Economic Activity from Increased Household Spend $43 -$127 

Total $194 $24 

ISEC 
  Base Case NPV - -$265 

Wages During Construction $22 -$243 

Economic Activity from Induced Visitor Spend $10 -$255 

Increased Amenity and Liveability $189 -$76 

Induced Private Development $18 -$247 

Economic Activity from Increased Household Spend $61 -$204 

Total $300 $35 

Source: AEC 

 

The above analysis suggests that the perceived additional benefits streams associated 
with the ISEC project have the potential to be significant for Townsville North 
Queensland. The above high level analysis indicates that the best practice regional 
stadium and ISEC projects would be deemed economically desirable for Townsville 

North Queensland at a 7% real discount rate with benefits outweighing the costs.  

A range of potential benefits have not been quantified as part of this analysis, including: 

 Potential for the new facilities to replace existing facilities, allowing for alternative 
(and higher value use) development at these sites 

 Enhanced local health benefits, by drawing out additional active recreation and 
sporting participation than would not otherwise be undertaken.  

The inclusion of these benefits (where they able to be quantified) would serve to 
strengthen the case for the development.    
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Limitations 

In undertaking the above analysis, it is important to recognise the significant limitations. 
The analysis applies a range high level proxies in order to incorporate benefits, which 
were not quantified in the initial Queensland Government Business Case. These can be 
difficult to quantify with accuracy.  

Benefits such as increased property values may be offset to some degree by reductions in 
values for properties in proximity to the existing 1300Smiles Stadium. However, the 
potential for such an offset should be considered in terms of the limitations and 
deteriorated condition of the existing infrastructure. 
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Appendix A: Stadium Property Value Case 
Studies 

In understanding how the ISEC may positively influence property prices, three case 
studies were examined: 

Robina Stadium (Cbus Super Stadium) 

Location: Gold Coast, Queensland 

Capacity: 27,400 

Opened: 2008 

Build Cost: $160 million 

Sports Played: Rugby League, Rugby Union and Soccer 

Melbourne Rectangular Stadium (AAMI Park) 

Location: Melbourne, Victoria 

Capacity: 30,050 

Opened: 2010 

Build Cost: $268 million 

Sports Played: Soccer, Rugby League and Rugby Union 

Perth Arena 

Location: Perth, Western Australia 

Capacity: 14,500 

Opened: 2012 

Build Cost: $548.7 million 

Sports Played: Basketball and Tennis 

Preliminary analysis has been undertaken to gauge the potential impact on housing 
prices from the development of similar facilities to the proposed ISEC. It is suggested 

that further statistical analysis been undertaken on the evidence towards the link 
between stadium developments and surrounding property prices, factoring out variables 
which may create ‘noise’ distorting final correlations. 

Annual median house sales price data between relevant time frames was examined to 
identify growth trends in the areas these facilities are located. This was achieved by 
looking at median prices across three years both prior to the facility opening and three 
years post. Findings in the form of average annual growth rates in the local area where 

the facility was constructed were compared against each respective broader region over 

the same periods as a basis for benchmarking growth to overall regional growth. This 
rudimentary approach provides an indicative view/ truth test of the proportion of growth 
in house prices that may be attributable to these key infrastructural developments. The 
table below summarises the percent growth in house prices that may in part be 
attributable to the major facilities. 
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Table E.1: House Price Growth Pre and Post Development 

Stadium/ Arena House Price Growth 
Differential (ppt) 

Robina Stadium 3.4 

Melbourne Rectangular Stadium 16.4 

Perth Arena 7.2 

Note: (a) House price growth differential represents the difference in the annual average percentage growth in house prices post 
facility development compared to pre-development against the broader region change over the same period. 

(b) Local median house prices used for Robina Stadium were collected at the Robina SA2 level, with the broader region being the 
Gold Coast LGA. 

(c) Local median house prices used for Melbourne Rectangular Stadium were collected for South Yarra suburb, with the broader 
region being the Melbourne LGA. 
(d) Local median house prices used for Perth Arena were collected for Perth Local Government Area, with the broader region being 

Metropolitan Perth. 
Source: QGSO (2016), Department of Transport, Planning and Local Infrastructure (2016), REIWA (2016) and AEC. 

While it is acknowledged the sample size for analysis is too small and time period too 
short for a longitudinal assessment to draw any statistically significant conclusions (and 
that a number of factors affect house prices in each of these regions beyond just the 

facilities outlined) the results of the comparison provide some evidence to suggest similar 
major infrastructure projects have had a positive influence on property price outcomes to 
their respective local areas.   

 

  



 

 

 

 


