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1.0

EXECUTIVE SUMMARY

1.1
The Project
The City of Fremantle (the City) proposes to undertake/facilitate the Kings Square Project (the
Project)
The Project Vision is to “instigate a generational re-investment of the City’s community, civic and
administrative facilities and underpin economic development and the urban environment“.
Fundamentally, this involves:a. The City‟s proactive role as a major anchor and catalyst through the staged re-investment of
its library, civic, tourism and administration facilities (on its Kings Square land holdings),
b. Funded via the sale of strategic (non-core) sites to a third party commercial partner with the
capability and experience to deliver mutually beneficial and complementary economic development
anchors in a timely manner,
c. Reposition the Kings Square precinct as an iconic public realm centrepiece of
the Fremantle CBD.
1.2
Local Government Act – Business Plan Requirements
As a statutory process, Section 3.59 of the Local Government Act 1995 requires the City to prepare a
Business Plan with regard to a commercial enterprise (such as a major land transaction and/or trading
activity) prior to its entering into such an arrangement. The Act details the following matters:1.
2.
3.
4.
5.

The effect of the Project on the provision of facilities and services by Council,
The effect on other persons providing facilities and services in the district,
The financial effect on Council,
The effect on Council delivery against its Strategic Plan,
The ability of Council to manage the Project.

The Project is deemed a commercial enterprise which falls under the requirements of
Section3.59 of the Local Government Act.
The following key steps are required:Key Steps
Intent to undertake the Project.
State-wide Public Notice.
Public availability of the Business Plan.
Capacity for public submission to Council regarding
the Project.

Required Process
Council endorsement to release the Business Plan
(approved 12 November 2012)
Availability of the Business Plan on the City‟s website
and at Council‟s Customer Centre
Six week period of public availability of the
Business Plan and ability to respond to Council
in writing

Council‟s consideration of public feedback.

Formal Council meeting (and other process as
required) to consider responses received.
Council Decision - Requiring an absolute majority.

If approved by Council (with no significant changes)
ability for Council to proceed with the project and
entering into Project Agreements.

Enter into Project Agreements as required as per
Council policy and process.

Should material changes be required.

Repeat the Business Plan process.

Following legal advice, the Project is not deemed to be of a kind which requires the Minister‟s approval
(pursuant to the Regulations).
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Clarification
Concepts, drawings, perspectives and other images and diagrams provided as part of this Business
Plan in relation to the City’s sites, the public realm or Sirona’s site are not intended to necessarily
represent final design intent or built form and are provided for illustrative purpose only.
All development will be subject to due statutory process and approvals including required public
consultation in accordance with the Planning and Development Act (public consultation associated with
planning approval).
This Business Plan specifically relates to the undertaking of a commercial enterprise by the City of a
nature which requires public consultation pursuant to the Local Government Act.
1.3
The City’s Goals and Objectives
The specific Project Objectives are as follows:Objective 1
Objective 2
Objective 3
Objective 4

Provision of the City’s Core Facilities
Economic development catalyst
Planning compliance and urban design excellence
Acceptable financial risk to the City

1.4
Partnership Proposal
The identified commercial partner is Sirona Capital Management Pty Ltd (and associated entities)
(Sirona) who propose to redevelop the existing Myer building (current ownership) and pursue major
developments on the City‟s Queensgate Centre, Spicer site and incorporate the Queensgate car park.
1.5
Professional Guidance
The City engaged a team of relevant professionals to assist with the development of this Business Plan
including:







Leedwell Strategic – Independent business plan advisor
CBRE – Independent Valuer
Cox Howlett and Bailey Woodland Architects (Cox) – Concept development for City‟s buildings
Ralph Beattie Bosworth (RBB) – Quantity surveying advice
Australian Property Group (Mr John Martin) – Peer reviewer (property)
RSM Bird Cameron – Due diligence
David Shetliffe – Project facilitator

All advisors are retained directly by the City.
1.6
Financial Assessment
The Project has been assessed via a Net Present Value (NPV) approach over a 20 year period. The
following benchmarks are identified for the Base Case (the targeted scenario):a. A positive NPV of $4.47million,
b. An Internal Rate of Return (IRR) of 6.15%,
c. A Peak Debt/Capital Requirement of approximately $15.60million, and a debt repayment period of
10 years (or lesser depending on capital applied).
A range of scenarios mapping key risks was undertaken with no unmanageable financial exposure
identified.
Input assumptions aim to provide a conservative framework for this prudential assessment.
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1.7
Risk Assessment
Via triple bottom line risk assessment, the Project is deemed to be of a low to moderate risk profile.
1.8
Implementation Steps (Program)
This Project is proposed to be internally delivered through a formal Project Control Group (PCG), which
reports directly to the Director of Corporate Services and through to the Chief Executive Officer.
The City will engage a dedicated Development Manager (external resource) to oversee the
implementation of the Project. The Development Manager will report directly to the PCG.
The key timing milestones for the statutory process, implementation process and development
processes are :to End January 2013
 Business Plan Process
 Contract Documentation
Jan to March 2013
 Project Commence
July 2013
 Stage 1 Development
June 2015
 Other Stages
2015 - 2017
1.9
Statement of Project Impact
Pursuant to Section 3.59 of the Local Government Act and with regard to the City‟s Project Objectives
and the proposal presented by Sirona, the following is observed:1. A strategic partnership with Sirona on the basis of guaranteed Stage 1 outcomes and a best
endeavours platform to pursue significant consequential development that will underpin a
comprehensive repositioning of the Fremantle CBD – is deemed to be the optimal avenue
available to the City to achieve its Strategic Plan and Project Objectives – Section 3.59 (d).
2. The Project derives a positive Net Present Value to the City (enhancing community wealth) and will
require a peak funding requirement of approximately $15.60 million in year 4 (although the timing is
flexible and relates to Sirona‟s performance on the Spicer site; and only if the City progresses with
Building 2). The Project is deemed to present a low to moderate risk profile to the City with the
resourcing of risk management factored into the Business Plan to adequately address identified
risks – Section 3.59 (c).
3. The Project can be funded from cash flows inherent to the Project itself and is not deemed to
require significant ratepayer contributions which would place pressure on sustained rate increases
or compromise the provision of facilities and services by the City – Section 3.59 (a).
4. The establishment of a critical mass to encourage new people, visitors, speciality retailers,
residents, office workers etc to the Kings Square precinct is not deemed to adversely impact other
property owners/businesses in Fremantle – rather, to underpin activity which may advance
opportunity – Section 3.59 (b).
5. The City proposes an internal Project Control Group (PCG) process, outsourced Project
Management, sound governance framework and dedicated (external) Development Management
resource underpinning this project – Section 3.59 (e).
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2.0

THE KINGS SQUARE PROJECT – THE STRATEGY

2.1
Primary Objectives
The Primary Objective of the Project is to facilitate the development (or re- development) of a number
of properties in and around the Kings Square precinct to achieve:1. A civic, retail, commercial and community hub reflecting its unique place as the centre of Fremantle
and creating a vibrant, active and safe place for citizens and visitors and,
2. A leading edge development demonstrating confidence in Fremantle as a place to invest.
The key theme of the Project is attract and retain more people (office workers, retailers, shoppers and
hotel guests, residents) to the Kings Square precinct and to activate King‟s Square itself.
The Project presents a major leadership stake by the City – a once in a generation repositioning
of the Fremantle city centre and the City’s own facilities and services.
2.2
City of Fremantle Strategic Plan 2010-2015
The primary strategic planning document guiding the City‟s actions is the City of Fremantle
Strategic Plan 2010-2015.
The Strategic Plan aims to align with the Western Australian Government's challenge in its „Directions
2031 and Beyond: Metropolitan Planning Beyond the Horizon‟ document, for strategic metropolitan
centres like Fremantle to grow into the 'primary centres' in the near future.
In reference to the Strategic Plan 2010 - 2015, the following Outcomes, Targets and Projects are the
focal elements to which the Project aims to contribute:1. Implement the Fremantle Retail Model Plan,
2. An improved retail sector – attracting greater retail spend in Fremantle and providing local
employment,
3. 20,000sqm of additional retail space,
4. 70,000sqm of additional office accommodation,
5. Five (5) major projects underway or completed in central Fremantle,
6. Attract at least one (1) government agency to be located in Fremantle,
7. Opportunities to attract major private enterprise,
8. Facilitate the provision of one new accommodation hotel in the city centre,
9. Increase the number of visitors to Fremantle,
10. Implement a strategy for City owned sites, with staged completion dates for the Spicer site, Point
Street site and the Queensgate Centre,
11. Improve the physical appearance of the city including City owned buildings,
12. Review open space policies and establish baseline information and develop a strategy for
improvement,
13. Expand Green Star rating of future commercial developments, strengthen the sense of place, and
enhance safety.
The primary objectives of the Project aim to deliver on the Strategic Plan.
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2.3
Fremantle Economic Development Strategy 2011-2015
The F r e m a n t l e Economic Development Strategy 2011-2015 aims to project Fremantle toward a
new phase of growth and innovation.
The Strategy ‟ s targets, outcomes and projects have a specific focus that relies on the substantial
redevelopment of a significant portion of Fremantle‟s city centre by the private sector and the City as a
catalyst.
The key objectives are for the City to embrace the scope and capacity to influence economic
outcomes, namely:a. Adopting planning scheme amendments to promote development in the CBD,
b. Fast-tracking the development of City owned/controlled sites in the CBD and,
c. Facilitating the creation of an alliance that can guide and promote public and private development
in Fremantle, with key participation from the Western Australian Government (Fremantle Union).
The specific objectives of the Economic Development Strategy in relation the Project (which mirror the
Strategic Plan) are as follows:1. Attract at least one new government agency to be located in Fremantle,
2. Maintain existing government agencies in Fremantle and identify opportunities for expansion,
3. Look for opportunities to attract large private enterprise and/or develop clusters of service industry
businesses,
4. Facilitate provision of at least one new accommodation hotel in the city centre,
5. Implement a strategy for City-owned sites with staged completion dates for the Spicer site, Point
Street site and the Queensgate Centre,
6. Establish a City Centre Sites Working Group to work with private landowners with a view to having
these sites re/developed – including (but not limited to) the Myer site.
The Project aims to deliver on the Fremantle Economic Development Strategy.
2.4
Fremantle Retail Model Plan Report - 2010
The Fremantle Retail Model Plan was released in November 2010 and recommends:‘Redevelop Myer together with Queensgate, Spicer and possibly the City of Fremantle building
(Town hall centre). This should include expanding the library, a destination in its own right. The
development should have a strong retail component capable of making the precinct a retail
destination’.
In 2011, the City became aware of the potential for Myer, the current retail anchor in Kings Square, to
relinquish the option to renew its lease after being in Fremantle for some 40 years. In addition, the
Myer building comprises two (2) vacant floors of accommodation (circa 4,000sqm each). The building,
built in the 1970s, as an anchor, is unattractive and limits the renaissance of design integrity.
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The City took a view that it should proactively encourage Myer (or a suitable alternative major retail
anchor in the Myer building) to remain in Fremantle to underpin its revitalisation strategy. The City
pursued this strategy through the following means:1. Embracing the then proposed Planning Scheme Amendment 49 (PSA 49)
process,
2. Exploring a strategic partnership for the comprehensive redevelopment of the Myer building and
the City‟s adjoining properties to build a critical mass of retail, commercial, community and civic
development,
3. Formalise this commitment via a Memorandum of Understanding ( M O U ) with the new
owners of the Myer building, Sirona (as adopted by Council in October 2011).
The primary driver of the broader economic goals of the City is to deliver on the Fremantle
Retail Model Plan and secure a retail anchor in Kings Square.
2.5
Planning Scheme Amendment 49
In 2011, the City instigated the PSA 49.
The expressed purpose of the PSA 49 process was to amend the Local Planning Scheme No.4 (LPS4)
to support the redevelopment in strategic areas of the Fremantle CBD which are underutilised or
neglected.
Specifically, this included the City‟s properties around Kings Square, the Myer building and a number of
other strategic sites linking to Queen Street, High Street, Adelaide Street, Cantonment Street and
Elder Place (a total of twelve strategic sites in all). These sites and the direction of land use, built form,
design, parking and other issues were based on the recommendations of the Strategic Sites Working
Group in mid July 2011.
The key objectives of PSA 49 were:a.
b.
c.
d.
e.
f.

More people living and working in the CBD,
A built form that enables increased floor space and a distinctive identity,
Provision of a more diverse range of uses,
Reinforcing a compact city centre,
Protection of the city‟s heritage places,
A high level of accessibility.

The PSA 49 process involved significant community engagement and consultation, and was approved
by Council in March 2012 for consideration of the Western Australian Planning Commission and the
Minister for Planning.
The statutory framework established by PSA 49 has been adopted as the benchmark for the
Project.
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2.6
Kings Square Urban Design Strategy
In March 2012, the City instigated an additional process to prepare an Urban Design Strategy (UDS) for
Kings Square and adjoining buildings including along Queen Street through to the Fremantle railway
station and Victoria Quay – and its links to Adelaide Street, High Street Mall, Fremantle Mall, Paddy
Troy Mall, South Terrace Piazza and Henderson Street Mall.
The process involved extensive public consultation on key urban design inputs and directions with the
community and other stakeholders.
The Vision for Kings Square in the UDS is:‘A place that is clearly recognised as the civic centre and a key commercial hub of a revitalised
Fremantle, which responds to and connects with all that Fremantle has to offer and which
provides a dynamic and rewarding experience for all users. The outcome of the Strategy
defined a new and unique function.
The Themes and Principles adopted in the UDS are:Themes





Response to Place
A Civic Heart
A Place for People
Connection and Legibility

Principles
Principle 1
Principle 2
Principle 3
Principle 4
Principle 5
Principle 6
Principle 7
Principle 8

Maintain and complement Fremantle‟s unique heritage and embrace and reflect the
city‟s distinctive identity, character and spirit.
Deliver a sense of continuity and integration between spaces.
Provide high quality, safe, comfortable and inclusive amenity that promotes activation.
Foster urban connections that facilitate an ease of movement and legibility.
Ensure that places can adapt and change their uses over time.
Provide a diversity of opportunities that make places appealing and interesting to all
population groups.
Provide the foundations for sustainable economic, community and environmental
development.
Establish sound governance and management processes.

The UDS establishes a Strategy Plan, Concept Plan and specific Urban Design Strategies to create a
civic heart, a place for people, and connectivity and access. The UDS also provides a development
framework for strategic sites, including all sites within the Project scope, with specific initiatives including
development on the Kings Square „triangle tip”, central „Urban Room‟ and connectivity through the site
to Newman Court and beyond.
The UDS was formally adopted by Council in August 2012.
Importantly, the framework established by the U D S has been adopted as the benchmark for
the Project.
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2.7
Memorandum of Understanding - Sirona Capital Management Pty Ltd
In October 2011, Council executed a MOU with Sirona. The MOU was seen as an an opportunity to
present a proposal for a strategic development arrangement which demonstrated the optimal outcome
to address the City‟s defined objectives and strategies involving the Myer building, Kings Square and
the adjoining City owned sites and facilities as an integrated project at scale.
Due to Council‟s direction that the UDS be undertaken independent of the development of a commercial
proposal with Sirona, the period of the MOU was extended by Council. The MOU otherwise remains as
originally executed.
The specific objectives (deliverables) of the MOU (called „Fremantle‟s Objectives‟) are :1. Achieve increased commercial and retail activity in and around the Kings Square
precinct,
2. Create a vibrant town centre area,
3. Either replace or refurbish the following facilities with modern equivalents that meet the
contemporary needs of the people of Fremantle including: The Council Library,
 The Council Offices,
 The Queensgate Centre,
 The Queensgate Car Park,
 The Visitor Centre and,
 Civic spaces.
4. Retain Myer or another anchor retail tenant on part of the Sirona Property,
5. Consider the development of a new hotel on part of the Fremantle Property and,
6. Consider options for the development of the Spicer site.
The MOU forms the basis of a partnership redevelopment project as proposed by Sirona and the
basis of this Business Plan assessment.
2.8
Strategy History - Summary
The Project is the point of implementation of an integrated strategy developed and led by the City but
involving a broad range of stakeholders. The following flow chart aims to provide a high level
summary of the integrated strategy to date.

- 11 -

Kings Square Project
Business Plan – November 2012

- 12 -

2.9
The City’s Facilitation Role(s)
In order to achieve the above strategic objectives, the Council identified the need for the City to play
a lead (anchor) role in any revitalisation strategy going forward.
Without this catalyst, the likelihood of the Fremantle city centre achieving the renaissance of
investment, growth and innovation is questionable.
In addition, the City‟s own facilities and services are at a point of requiring generational reinvestment
fundamentally linked to:






The cinema (the 1980‟s anchor) in the Queensgate Centre having expired its lease term (and currently
in a holding position ready to vacate), with no alternative cinema operator identified for a viable
tenancy,
Inefficient and tired Library, civic and administration building (Town hall centre) incapable of
delivering leading edge services to the community and visitors going forward, deemed land value
and presenting environmental and legislative challenges (asbestos),
The City‟s unattractive and dated buildings not able to drive the UDS platform,
Need for a new strategy of reinvestment for the public realm in Kings Square.

The Project is a once in a generation reinvestment strategy to relaunch Fremantle as a viable long
term primary centre.
2.10
Municipal Amalgamation – Options and Flexibility
As part of the Local Government Reform process, the City is a key municipal jurisdiction under a review
- with the likely amalgamation with adjoining councils to create a significantly larger scale local
government entity.
The primary driver in this respect is to ensure that the Kings Square Project (crucially involving a
generational redevelopment of its community, administration and civic facilities), is sufficiently robust
and capable of responding to an expanded capacity and role as a major service entity.
The Project therefore specifically aims to provide expansion potential for the City’s
administration and the highest quality community and public facilities.
2.11
City of Fremantle – Business Case
The City undertook a rigorous process during late 2011 and 2012 to prepare a Business Case in relation
to the Project. The Business Case was an assessment of Council‟s options with regard to undertaking
and/or facilitating a major project in terms of its ability to address:




The achievement of its strategic plans and objectives,
The achievement of specific Project Objectives,
Prudent financial and risk management,
Capacity to implement the Project.

The Business Case was endorsed by Council on 5 November 2012 – the primary recommendation
being the preparation of this Business Plan for public comment.
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2.12
Governance Structure
The following primary governance structures are undertaken, contemplated or required: The City‟s internal „Business Case‟ (completed),
 Council‟s formal consideration and endorsement as Vendor (completed),
 Business Plan as required under Section 3.59 of the Local Government Act (this report),
 Overall Contractual Control by the City as Vendor via contract documentation,
 All regulatory approvals,
 The City‟s Procurement Policy Guidelines and Project Control Group management.
Via the above processes, the Project will be afforded a sound governance platform.
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3.0

THE PROPERTIES

3.1
City of Fremantle Properties
The following table provides an overview of the properties owned by the City of Fremantle (called the Fremantle Properties).
Property
Description

Queensgate Centre
10 William Street,
Fremantle
3,139sqm

Queensgate car park
20 Henderson Street,
Fremantle
4,277sqm
Spicer site
10 Henderson Street
2,835sqm

Town hall centre
William Street,
Fremantle
2,610sqm

Plan
& Title Reference

Diagram 41354
1841/866
(various caveats and leases exist)

Diagram 42476
1841/867

Plan 222424
416/31A

Plan 11
7/141 & 350/21 & 845/153
Diagram 5996
819/200 (various easements exist)
& 1202/567 (various easements & caveats exist)

Valuation
& Date

$6.35m*
August 2012
* See section 8.2

$16.50m
June 2012

Improvements

4 level commercial development including 3 upper levels
of office accommodation, ground floor retail and a 6
screen cinema providing 1,320seats.
Total NLA of 7,297.1sqm
Property is in reasonable condition.
Cinema accommodation is dated.

June 2012

$5.99m
June 2012

Height Limit: 14.0m
Height subject to Development Criteria: 17.0m

843 car parking bays and 564sqm of NLA.
Property is in good condition.

warehouse of 567sqm NLA.
The property is in average condition.

Town hall centre including office accommodation,
library and council chambers and two small tenancies
on the ground floor totalling 5,351 GFA (ground floor
plus 3 additional levels).
Footprint covers 5 titles.
The property is in poor condition.

Lot 51 Newman Court, Fremantle
536sqm

Diagram 424
106/188

$1.55m
June 2012

Park land

Lot 52 Newman Court, Fremantle
268sqm

Diagram 424
531/164

$0.80m
June 2012

Park land

Development
Potential

Height Limit: 17.50m
Height subject to Development Criteria: 21.0m
Plus additional height up to 7.2m (site greater than 3,000sqm)

6 level car parking complex with ground floor retail.

At grade car parking and a single level showroom /
$6.65m

Zoning

Local Authority:
City of Fremantle
Classification:
City Centre

Height Limit: 17.50m
Height subject to Development Criteria: 21.0m

Local Plan:
City of Fremantle
Local Planning Scheme No. 4

Height Limit: 14.0m
Height subject to Development Criteria: 17.5m
Plus additional height up to 7.2m (site greater than 3,000sqm)
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The following plan identifies the City owned properties (blue property).

Town
hall
centre

Queensgate
Centre

Myer
building

Queensgate
car park

Spicer
site

3.2
Sirona Property – Myer Building
The Myer building is owned by Sirona and is indicated in orange above.
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4.0

THE PROJECT OBJECTIVES

4.1
Project Fundamentals
The following Project Fundamental parameters were established via workshops with Council
between December 2011 and October 2012.
Project Fundamental 1 - Council Ownership
1.
2.
3.
4.
5.

A strong preference to own the civic / community service facilities,
Options to lease the administration accommodation requirement could be considered,
The Town Hall is not to form part of the Project - although Council desires to increase usage
and/or add value to the Town Hall,
Newman Court (Public Road) to remain as a fixed public realm element,
A mandatory requirement to retain freehold ownership of the total current civic site (a 99 year
lease of certain portions could be contemplated).

Project Fundamental 2 - Queensgate car park
1.
2.
3.
4.

Council recognised the current strategic value of the car park to support the wider precinct
/ratepayers,
Council acknowledged moderate annual returns generated from the car park,
Council would contemplate the sale of the Queensgate car park if its strategic purpose is fulfilled,
An alternative car park strategy (reinvestment) may be required to underpin other precincts in
Fremantle.

Project Fundamental 3 - Public Realm (Open Space) Vision
1.
2.
3.
4.
5.
6.

Village concept – community gathering place / civic place,
Active edges – day / night activity, contemporary, outdoor,
Not all restaurants – library / customer service to activate to ground level amenity,
Structures that interact with the public realm,
Investment by the City to be commensurate with an iconic focus,
The City‟s Core Facilities – library, customer service, visitor centre (tourism), café, public toilets - to
be a major contributor to activate Kings Square. Civic facilities and community meeting
capacity to be linked.

4.2
Specific Project Objectives
Following Council‟s input in a series of workshops between December 2011 and October 2012,
regarding the Project from a strategy and policy delivery perspective, the following are adopted as the
Project Objectives for the Project:Objective 1
Objective 2
Objective 3
Objective 4

Provision of the City’s Core Facilities
Economic development catalyst
Planning compliance and urban design excellence
Acceptable financial risk to the City
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4.3
Project Objective 1 - Provision of the City’s Core Facilities
Project Objective 1 aims to ensure that the City meets its required community and business
facilities platform.
OBJECTIVE 1
Deliver a new: Library
 Customer service centre
 Civic facilities
 Visitor Centre
 Administration Offices

Deliver Excellence in Public Realm

OUTCOME

Meets Accommodation Brief developed by Cox
Architects reflecting the property platform to deliver
the City‟s community and business services.

Achieve Project Fundamental 3
Achieve the Public Realm Vision, Theme, Principles,
and Element (Urban Room, iconic community
gathering place) as articulated in the UDS

4.4
Project Objective 2 - Economic development catalyst
Project Objective 2 aims to ensure that the City facilitates a sustainable economic re- positioning of the
Fremantle city centre on both a community and business facilities platform.
OBJECTIVE 2

OUTCOME

Fremantle Objectives

Achieve the Fremantle Objectives outlined in the
MOU as a minimum anchor platform.

Development Composition

Secure a Major Retail Anchor guaranteed to
underpin Kings Square activity – as prescribed in the
Fremantle Retail Model Plan.
Secure other major uses (office, hotel, speciality retail,
community etc) as prescribed in the Economic
Development Strategy and Strategic Plan.

Guarantee consequential development

The City guarantees the linked/simultaneous
development of private sector outcomes to mitigate
its investment risk and ensure an identifiable return on
investment.

Critical Mass
Basis for wider investment/development and
activity

Development scale to underpin the revitalisation and
repositioning of the Fremantle city centre.
A scale (critical mass) of initial development capable
of underpinning a trigger point for other
owners/developers in Fremantle.

Investor Confidence

Demonstrate investor confidence in Fremantle as a
growth centre.

Timing

Immediate commencement through to 2015
(Strategic Plan)
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4.5
Project Objective 3 - Local Planning Scheme Compliance and Urban Design Excellence
Project Objective 3 aims to ensure that the City facilitates development (direct and third party) which
conforms to both its statutory planning framework and urban design framework.
OBJECTIVE 3

OUTCOME

Local Planning Scheme Compliance

Development consistent with PSA49 Framework

Achieve Kings Square Vision
Urban Design Excellence

All development consistent with the UDS principally
via Vendor Control

4.6
Project Objective 4 - Financial and Risk Parameters
Project Objective 4 aims to ensure that the financial and other risk presented to the City in the pursuit
of the Project meets prudential commercial and risk benchmarks aligned to Council Policy.
OBJECTIVE 4

OUTCOME

Asset Application

Sale of existing Fremantle Property (defined to the
Project Area) to fund the Project

Net Present Value Equality

Net Present Value to be positive (given risk
premium adjusted discount rate)

Low Debt Level
(Council Policy Compliance)

Ultimate target - <10% of annual rate revenue
Medium term debt to be considered where met by
guaranteed income at 10% ROI and repaid within
lease term

Capital Application (annual budget)

Ultimately no capital requirement – Minimal capital
required for public realm works
No impact on other capital works demands in
municipal area

Cash Reserve ROI
(Council Policy Compliance)

Ultimately no application - Application to be
considered where ROI is a minimum of 10%

Asset Retention

Retain civic site – freehold (and subsequent
investment)

Risk Profile

Low risk appetite – commercial and political (triple
bottom line basis)
Commercial decisions on guaranteed or statutory
revenue basis only – no blue sky
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5.0

THE CITY’S CORE FACILITIES

The Vision
“To instigate a generational re-investment of the City’s community, civic and administrative
facilities and underpin economic development and the urban environment“.
5.1
The City’s Core Facilities
Cox Howlett and Bailey Woodland Architects (Cox) were engaged to undertake the following:1. A review of the City‟s functions, staff requirements, legislative obligations, growth and other factors
to determine the City Accommodation Area Schedule, and,
2. With due regard to the PSA49 framework and the UDS framework, determine a Concept Design
which can accommodate the City‟s accommodation requirements.
5.2
City of Fremantle – City Accommodation Brief
The following table summarise the City‟s Core Facilities requirements:-

KEY ELEMENTS

FUNCTION

AREA
(Gross sqm)

COMMENTS

1,600 sqm

Single level or split level
Desire to include a café to
complement street activation
and public amenity/services

Council Chamber,
meeting rooms, other
civic functions

1,565 sqm

Upper level

Customer Service

Main reception and
counter

455 sqm

Ground level only

Visitor Information
Centre

Replacement of current
Function

300 sqm

Amenities

335 sqm

Library

Open Access
Public Library

Civic Facilities and
Spaces

End of Trip Facilities
(optional)

Administration Offices

Executive, economic
development, technical
services, planning and
development, community
development and
corporate services

Kings Square Public
Realm

Urban Room
Public Road and
Walkways

TOTAL

3,325 sqm

Ground level only
Ground level only
Can be upper level office
accommodation – access to
customer service – meeting
rooms

As per concept in the UDS
6,755 sqm
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5.3
Development Concept
The Development Concept for the City‟s Core Facilities comprises two separate buildings with a central
feature of the Urban Room providing a high level of public engagement and amenity as a refocus of the
community, business and retail functions in the Fremantle city centre.
Building 1 Concept
Building 1 is known as the „Triangle Tip‟ comprising the triangular corner of High Street, Queen Street
and Newman Court (wholly on Lot 52).
The building aims to activate all adjoining properties and areas including:1. A redeveloped Myer building,
2. A new focal point for community services and gathering opposite the Anglican Church midway
down High Street,
3. A focus point for the head of the Queen Street link to the Railway Station and other key retail areas.
4. Design requirement 5-Star Green Star and 5-Star NABERS ratings or equivalent for a highquality and environmentally conscious office and retail environment.
Building Element

Levels

Land Use

Approx Area
(net)

Library

Ground (L1) and First
(L2)

Community

1,330 sqm

Cafe

Ground (L1)

Private/Council

200 sqm

Civic

Second (L3)

Council - Civic

1,180 sqm
Plus other outdoor
spaces

Total

3 LEVELS

Mixed – Civic /
Community

2,710sqm
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Building 2 Concept
Building 2 comprises of a four (4) level office and retail building aiming to achieve the highest and best
use of the site on the corner of William Street and Newman Court – linking through to High Street.
Building 2 aims to:1. Complement the establishment of an east west link between a redeveloped Queensgate Centre
and High Street,
2. Aims to activate the link with complementary speciality retail, community services (tourism and
customer services),
3. Link to the Town Hall
4. Activate William Street and the Newman Court mall and wider pedestrian connectivity to South
Terrace and beyond.
5. Design requirement 5-Star Green Star and 5-Star NABERS ratings or equivalent for a high-quality
and environmentally conscious office and retail environment
Building Element

Levels

Land Use

Approx Area
(net)

Specialty Retail

Ground (L1)

Retail

490sqm

Council Services (Customer Services and
Visitor Information Centre)

Ground (L1)

Quasi-Retail/Storage

720sqm

Ground (L1) –
Meeting Rooms
and L2 – L3

Office

3,000sqm

Office Expansion
(interim Third Party space)

L4

Office

825sqm

Total

4 LEVELS

Retail / Office

5,035sqm

CORE Administration
(end of trip facility)
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The following table provides a summary of the open space / public realm areas:Public Realm Element

Area - sqm

Urban Room (Stage 2)

425 sqm

Queens Street – High Street – Newman Street
(Stage1)

2,535 sqm (approx)

Newman / High Street – William Street
(Stage 2)

2,535 sqm (approx)

TOTAL PUBLIC REALM

5,495 sqm (approx)

5.4
Development Cost
The indicative construction cost of the City‟s Core Facilities was determined by Ralph
Beattie Bosworth (RBB).
The total Project Cost is estimated at $44.75million (October 2012 figures). Indexation is applied in the
analysis to reflect future timing of construction.
Costs include all professional fees (8%) and design and construction contingencies (10%).
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5.5
Development Philosophy
The following development philosophy is envisaged for the City‟s Core Facilities on City owned land.

KINGS SQUARE
PROJECT
CORE FACILITIES

STAGE 1 PROJECT
(TRIANGLE TIP)

LIBRARY
(and café)

STAGE 2 PROJECT
(CURRENT CIVIC SITE)

ADMINISTRATION
OFFICES

CIVIC CHAMBER
PUBLIC REALM
(Stage 1)
Kings Square Tip
environs

SURPLUS
OFFICE

Strategic User
(Government)

Urban Room

RETAIL

Speciality Retail
To complement
the retail mix

Expansion Potential
(medium term)

Public Realm
(Stage 2)

HIGHEST AND BEST USE DRIVER

5.6
Local Planning Scheme and Kings Square Urban Design Strategy Compliance
The scheme has been structured to comply with the PSA49 and UDS framework.
5.7
Funding Strategy
The principle funding strategy to be adopted by the City is to:a) Facilitate the strategic disposal of non-core sites (Spicer site and Queensgate Centre),
b) The sale of the Queensgate car park where the City is satisfied that the strategic purpose of
the car park has been fulfilled (Fundamental Objective 2),
c) Drive the highest and best use of the City‟s retained assets (subject to required pre-commitment
and to allow for strategic expansion),
d) Debt and capital funding in-line with current ROI and debt management policies.
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6.0

SIRONA’S PARTNERSHIP PROPOSAL

6.1
Consistency with the Memorandum of Understanding
The Sirona Proposal aims to be consistent with the MOU.
At this stage – the Proposal is not a formal offer nor intended to be binding in any form – but
provides the basis for consideration by Council as part of the Business Plan process.
6.2
Sirona’s Development Objectives
In response to the MOU, Sirona developed specific development objectives for each site as follows:Strategic Site

Queensgate
car park

Spicer Site

Queensgate
Centre

Development Objectives
Sirona to undertake operational review of car park to evaluate opportunities for improved
efficiency and performance;
Sirona to undertake engineering and feasibility studies giving consideration to the possible
construction of an additional parking deck to increase CBD parking capacity;
Provide modernisation, structural improvements, screening and beautification to enhance
functional efficiency, aesthetic appearance and capacity of visitor car parking. Aim to
significantly improve traffic circulation;
Enhance connectivity and foot traffic to Kings Square by providing direct covered access to
Queensgate Centre, the Myer building and the proposed laneway to Newman Court;
Enhance activation along Queen Street, Henderson Street and William Street by refurbishing
existing retail shops and the Queensgate car park entrances;
Potentially provide concession parking for local office workers and retail visitors to boost foot
traffic and perceived amenity for Kings Square Precinct; and
Upgrade security systems and lighting to significantly improve “sense of safety” for car park
patrons.
Provision of much needed hotel accommodation to meet a shortage of Fremantle C BD hotel
room availability or provision of affordable, centrally located accommodation for one of the
following populations:
i) the low income housing segment, helping to satisfy WA Government's objective to
increase supply of low-cost, affordable CBD accommodation; or
ii) students of the University of Notre Dame, helping to provide much needed student
residence and to better integrate Fremantle's student population into Fremantle's
CBD;
Enhancement of connectivity and foot traffic from South Terrace and Fremantle Markets (and
Fremantle Oval and Fremantle Prison) through to Newman Court and Kings Square by
providing complementary high-activity retail uses; and
Enhancement of aesthetic appearance and retail activation along Henderson Street, William
Street and Paddy Troy Mall frontages.
Provision of new-build construction to replace redundant and improve aesthetic appearance
along William Street and to Newman Court;
Construction of rectangle-shaped floor plates around a central core, reducing total building
footprint to cater for new “laneway” link from Queensgate car park through to the Myer
building and Newman Court;
Design requirement 5-Star Green Star and 5-Star NABERS ratings or equivalent for a highquality and environmentally conscious office and retail environment;
Enhanced connectivity and foot traffic from South Terrace and Fremantle Markets to Kings
Square by providing high-activity uses (i.e. destination retailers) and direct weather-protected
access to Newman Court, the Myer building and the Queensgate car park;
Provision for an office population of 500+ employees and an estimated shopper foot traffic of
approximately 25,000 shoppers per week; and
Upgraded security systems and lighting to significantly improve “sense of safety” for site
visitors – particularly to laneways and access to the car park.
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6.3
Planning Scheme and Urban Design Strategy Compliance
Council determined to undertake the UDS prior to the consideration of a Sirona‟s development concept.
Sirona was invited as a participant in the community consultation process which informed the UDS
(as with all other submissions and participation).
The Sirona
development concept now responds to the UDS framework and inherently complies with the PSA49
framework. (images are for illustrative purposes only).
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6.4
Sirona Proposal Negotiations
The Sirona Proposal has been the subject of progressive negotiations since Council‟s execution of the
MOU.
Via the guidance of Council, the Sirona Proposal has been simplified somewhat to address the following
parameters:1. Include a hotel (as a key objective) however not on the Kings Square sites (the hotel is now
targeted for the Spicer site),
2. The City retains indefeasible ownership of all the Kings Square sites in perpetuity (no 99 year lease
is contemplated),
3. The City‟s administration offices being in City owned facilities (rather than leased facilities –
other than on a temporary basis whilst construction of new offices occurs),
4. All properties must be acquired at fair market value (determined by the City‟s independent valuer),
5. Stage 1 community facilities (library, civic amenities and public realm) to be brought forward within
the overall development to accelerate the enhancement of services to the Fremantle ratepayers
and visitors.
The Sirona Proposal now presents a simplified commercial framework to achieve the Fremantle
Objectives in the MOU and the City‟s specific tenure desires, acceleration of the timing of the
development of community facilities, and prudential (financial and risk) objectives.
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6.5
Sirona’s Commercial Proposal (Framework)
The following is a summary of the Development Proposal from Sirona for the City‟s non-core sites.
Element

Car Park

Queensgate Centre

Spicer Site

Purchase Price

At Valuation
(+ GST if applicable)

At Valuation
(+ GST if applicable)

At Valuation
(+ GST if applicable)

Settlement
Terms

Land Contract with
termination rights including
non-refundable deposit and
progressive payments each
6 months. Full settlement
(offset by Deposit).

Land Contract with
termination rights including
non-refundable deposit and
progressive payments each
6 months. Full settlement
(offset by Deposit).

Land Contract with termination
rights including non-refundable
deposit and progressive
payments each 6 months. Full
settlement (offset by Deposit).

Security

Subject to settlement of
Queensgate Centre

No security required
City to retain step in rights

No security required
City to retain step in rights

Sunset Provision

3 years from signing of the
Project Agreements

3 years from signing of the
Project Agreements

3 years from signing of the
Project Agreements

Payment Terms

Full payment at Settlement
Target Q2 2014

Full payment at Settlement
Target Q2 2014

Full payment at Settlement
Target Q2 2014

Strategic Conditions

Sale proceeds to be held in
trust by the City for the
funding of the City‟s Core
Facilities
Subject to settlement on
Queensgate Centre

Sale proceeds to be held in
trust by the City for the
funding of the City‟s Core
Facilities
Subject to a precommitment – meeting
financial close of a senior
debt facility as required to
fund the development

Sale proceeds to be held in
trust by the City for the funding
of the City‟s Core Facilities
Subject to a pre- commitment –
meeting financial close of a
senior debt facility as required
to fund the development

Anticipated Project
Commencement

Quarter 2 2014

Quarter 2 2014

Quarter 2 2015

Project Completion

Quarter 2 2015

Quarter 4 2015

Quarter 4 2016

Car Park
(possible extension)
Retail shops

Car Parking
(basement/retail)
Speciality Retail
(ground floor)
A-Grade Office
(upper 5 levels)

Retail/Commercial and Hotel
or Affordable/Market Housing
or Student Accommodation
or combination

Retail (ground floor)
Office (upper 5 levels)

6 Levels
Retail/Commercial @ Ground
Floor
5 upper levels of hotel rooms
or student accommodation
or affordable/market housing
or office.

Land Use

Built Form

As current (4 levels)
Possible additional level of
car parking (5 levels)
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6.6
The City’s Core Facilities
Sirona‟s Proposal is to be retained as the Project Manager of the development of the City‟s Core
Facilities and the Kings Square Public Realm:ELEMENT
Accommodation

Built Form

STAGE 1

STAGE 2

Building 1

Freestanding Council Office
Building 2
(as specified by the City – Cox
Concept)

(as specified by the City – Cox
Concept)
Stand alone, 4 level building

Demolition Town Hall centre
Construction of 5 level office/retail
building

Indicative Cost

As determined via design and
tendering process

As determined via design and
tendering process

Indicative Timing

Commence Q2 2014
Complete Q2 2015

Commence Q3 2015
Complete Q4 2016

Sirona‟s Development Objectives with regard to the City‟s Core Facilities and the Kings Square Public
Realm are:Objective 1

Redefinition and rejuvenation of Newman Court heritage precinct to showcase
historical sites;

Objective 2

Activation of Town Hall and civic buildings to improve connectivity and integration with
surrounding high-traffic areas;

Objective 3

Activation of Newman Court with new retail and/or food and beverage tenancies;

Objective 4

Provision of new-build construction to replace dilapidated structures (including the
removal of potentially harmful building materials) and enhance aesthetic appearance
of civic buildings, including visitor centre, library and council chambers;

Objective 5

Provision of new “civic amphitheatre” to house community events and provide a public
space for creative, entertainment and/or educational programs; and

Objective 6

Upgrade of security systems and lighting to significantly improve “sense of safety” for
site visitors.
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Sirona’s Proposal for the implementation of the City‟s Core Facilities and the Public Realm is :a. The City retains ownership of the land,
b. The City is responsible for the total project costs (as designed by the City in consultation with Sirona
and including all professional consultants and a Project Manager) and the City funds 100% of the
works from the funds held in trust from the sale of the strategic sites (Queensgate car park,
Queensgate Centre and potentially, the Spicer site) and the City funds any shortfall which may arise.
c. Sirona is paid a Project Management Fee (which i s included within the professional fee cap
allowance assumed in the RBB costs).
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6.7
Queensgate Centre Redevelopment
As a primary risk measure to protect the City‟s interest and meet Project Fundamental 2, Sirona will be
required to formalise the tenant pre-commitment and financial close of the Queensgate Centre
redevelopment in order to purchase the Queensgate car park.
6.8
Sunset Provisions
Sirona has agreed to a general sunset provision of three years to achieve pre-commitment and financial
close on viable developments on the Spicer site and Queensgate Centre.
6.9
Due Diligence – Sirona
The City engaged RSM Bird Cameron to undertake a due diligence review of Sirona and other
entities proposed by Sirona to undertake the development (including personnel and consulting team).
RSM Bird Cameron has deemed that Sirona and associated entities provide adequate development
experience and financial capacity to undertake the partnership project as proposed.
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7.0

PROJECT PARTNERSHIP STRUCTURE

7.1
Proposed City of Fremantle - Sirona Commercial Structure
The following chart describes the proposed strategic partnership between the City of Fremantle and Sirona.

COUNCIL’S
CORE
FACILITIES

FUNDING STRATEGY
RATIONALISATION
(SUST. DEBT)
(MIN CAPITAL)

ECONOMIC
DEVELOPMENT
COUNCIL

SELL
QC SITE
$6.40M

PLANNING SCHEME
AMENDMENT 49
IMPLEMENTED

ACCOMMODATION BRIE
LIBRARY & CIVIC OFFICE
PUBLIC REALM

LIBRARY / CIVIC &
PUBLIC REALM
YEAR 2-3

OFFICE & URBAN
ROOM & PUBLIC
REALM
YEAR 4

URBAN DESIGN
FRAMEWORK
IMPLEMENTED

SUSTAINABLE
DEBT

COMMERCIAL/RETAIL
INCOME
3RD PARTY
TENANTS

SELL CAR
PARK
$16.50M

ECONOMIC
DEVELOPMENT
SIRONA

REDEVELOP
QC SITE

CAR PARK
UNLOCKS
ADJOINING
DEVELOPMENT

$
SURPLUS CAPITAL
REVENUE

$

SELL
SPICER SITE
$6.65M

REDEVELOP
MYER SITE

REDEVELOP SPICER
SITE

INITIAL
PRE-COMMITMENT
CAR PARK LINKED TO QUEENSGATE MAJOR ECONOMIC DEVELOPMENT
OUTCOME

URBAN
DEVELOPMENT
FRAMEWORK

TRIGGER

STAGE 1
GUARANTEED

STAGE 2
BEST
ENDEAVOURS
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7.2
Process Control Structure – The City’s Fall Back Option
The following chart outlines the primary process control structure of the Sirona partnership structure. The key elements include the following:



Conditions Precedent guaranteeing the redevelopment of the Queensgate Centre as an anchor development.
Sunset Provisions – or key milestone outcomes.
Options for alternative (fall back) action by the City in the case of Sirona‟s inability to meet project milestones (outcomes and/or timeframes).

NO
SIRONA ESTABLISH
PRECOMMITTMENT OF
QUEENSGATE
CENTRE
REDEVELOPMENT
YES

COUNCIL EXPLORE
ALTERNATIVE
STRATEGY

SELL CAR
PARK SITE
AND
QUEENSGATE
CENTRE

Scenario 1

COUNCIL DEVELOP
LIBRARY / CIVIC &
PUBLIC REALM

NO SALE OF SPICER
SITE BY SUNSET
DATE

ESTABLISH SUNSET
DATE TO SELL /
REDEVELOP SPICER
SITE

STOP

COUNCIL EXPLORE
ALTERNATIVE
STRATEGY

RESOLVE
FUNDING
SHORTFALL

Scenario 2

SALE OF SPICER
SITE BY SUNSET
DATE

DEVELOP OFFICE
& URBAN ROOM
& PUBLIC REALM

MYER SITE
REDEVELOPED

CAR PARK SITE
REDEVELOPED

DEVELOP
LIBRARY / CIVIC &
PUBLIC REALM

REDEVELOP
SPICER SITE

DEVELOP OFFICE
& URBAN ROOM
& PUBLIC REALM
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8.0

FINANCIAL AND RISK ANALYSIS

8.1
Commercial Analysis Approach
To provide Council with an understanding of the financial and risk implications of its options to facilitate
the Project, the financial analysis has been structured on two levels:A.

Primary Capital and Funding Structure
In summary, a view of the static development cost and capital revenue structures to enable
Council to review the fundamental commercial viability and risks of the overall Project.

B.

Net Present Value Assessment
A comprehensive 20 year assessment review of the financial and risk issues associated with
the Project including existing asset values, relative timing of costs and revenues, future rates
revenue, loss of current income, peak and ongoing debt, and cash flow implications.

8.2

Input Assumptions

Asset Valuations
CBRE were engaged to provide current and independent fair market valuations of all of the City‟s
properties.
The table below outlines the determined values adopted as the basis of the financial assessment.
Council Property

Value

Details

Queensgate car park

$16.50m

CBRE – 26 June 2012
Fair Market Value

Queensgate Centre

$6.35m

Spicer Site

$6.65m

Council Chamber Site

$5.99m
(*assumes $650K demolition cost)

Lot 51 and 52

$2.35m

TOTAL

$37.84m

CBRE – 7 August 2012
Fair Market Value on the basis of a
total redevelopment
CBRE – 26 June 2012
Fair Market Value
Land Value Only
CBRE – 26 June 2012
Fair Market Value – Land Value
H&B Use
Land essentially
retained by the City in
CBREall–scenarios
26 June 2012
Fair Market Value
Land Value Only

Exclusion of Public Realm Land
For the purpose of this assessment, land owned by the City which comprises Newman Court (Public
Road) or other areas designated to public realm (and retained indefinitely by the City) are not
included in the Business Plan assessment.
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Input Assumptions
The following input assumptions are adopted in the assessment of the primary capital and funding
structure:
Element

Inputs

Source

RBB Determined Cost

RBB Report

Library Area (gross sqm)

1,600sqm

Cox

Civic Area (gross sqm)

1,565sqm

Cox

240sqm

Cox

$16.50mil

Sirona Offer (CBRE)

Public Ream Cost (Stage 1)

RBB Determined Cost

RBB Report (50%)

Public Ream Cost (Stage 2)

RBB Determined Cost

RBB Report (50%)

Urban Room Cost (Stage 2)

RBB Determined Cost

RBB Report

Council Office and Council Services
Tenancies Construction & Fit Out
Cost

RBB Determined Cost

RBB Report

Additional Offices and Retail (gross
sqm)

RBB Determined Cost

RBB Report

3,325sqm

Cox

Council Services Tenancies (gross
sqm)

720sqm

Cox

Additional Offices (gross sqm)

910sqm

Cox

Retail Tenancy (gross sqm)

745sqm

Cox

QC Sale (Stage 2)

$6.40mil

Sirona Offer (CBRE)

Spicer sit sale (Stage 2)

$6.65mil

Sirona Offer (CBRE)

Civic & Library Building (Stage 1)
Construction & Fit Out Cost

Café (gross sqm)
Car Park Sale (Stage 1)

New Office Building (Stage 2)

Council Office Area (gross sqm)

8.3
Primary Capital and Funding Structure (simple form analysis)
The Primary Capital and Funding Structure is based on the Sirona Proposal.
The costs listed below include the Sirona Project Management Fee but exclude the internal development
management fee for external resourcing by the City for wider governance, strategy and stakeholder
management) which will be an additional cost as considered under the Net Present Value analysis and
Implementation Section.
The following table provides a summary of the impact to the City on its capital funds to undertake Stage
1 activities. This structure assumes that the sale proceeds of the Queensgate Car Park and Queensgate
Centre are used to fund the new library / civic centre including a new small café space and fund a partial
upgrade of surrounding public realm.
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Capital Funding Structure: Stage 1
SITE

OBJECTIVES

CAPITAL $

NEW LIBRARY & CIVIC CENTRE
(2,710sqm net)

Facilitate Council Core Facilities

UPGRADE PUBLIC REALM

Implement Urban Design Strategy
framework

Combined Cost $16.63million

TOTAL COST

($16.63mil)

SELL CAR PARK

Unlock economic development
capacity of adjoining sites
Fund Council Core Facilities

$16.50mil

SELL
QC SITE

Stimulate economy via
redevelopment
Underpin new adjoining
development

$6.40mil

TOTAL CAPITAL

$22.90mil

COUNCIL’S NET CAPITAL POSITION

CAPITAL SURPLUS
$6.27mil

This structure identifies that the sale of the Queensgate car park and Queensgate Centre will fund Stage
1 elements and leave the City Council with a capital surplus of $6.27mil, as outlined in the following
diagram.
Stage 1: Net Capital Position

$22.90mil

QC SITE
SALE
$6.40m

CAR PARK
SALE
$16.50m

ASSET SALE

CAPITAL
SURPLUS
$6.27m

$22.90mil

PUBLIC REALM

$16.63mil

LIBRARY &
CIVIC
CENTRE

DEVELOPMENT COST
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The following table summarises the Stage 2 activities. This structure assumes that the sale proceeds of
the Spicer site are used to fund part of the City‟s new administration offices (including additional offices
and retail space for lease), the Urban Room and the remaining public realm upgrade.
Capital Funding Structure: Stage 2
SITE

OBJECTIVES

CAPITAL $

NEW COUNCIL OFFICES &
COUNCIL SERVICE TENANCIES
(4,045sqm)

Facilitate core facilities

NEW ADDITIONAL OFFICE &
RETAIL (1,400sqm)

Facilitate economic development

NEW URBAN ROOM

Implement Urban Design Strategy
framework

UPGRADE PUBLIC REALM

Implement Urban Design Strategy
framework

Combined Cost $28.11million

TOTAL COST

($28.11mil)

NET STAGE 1 CAPITAL SURPLUS

$6.27mil

SELL
SPICER SITE

Stimulate economic development
via redevelopment

$6.65mil

TOTAL CAPITAL

$12.92mil

COUNCIL’S NET CAPITAL POSITION

CAPITAL SHORTFALL
($15.20mil)

This structure identifies that the sale of the Spicer site will not fully cover the cost of the C i t y ‟ s
new administration office development, the new Urban Room and the remaining urban realm scope
– by a capital shortfall of $15.20mil.
Stage 2: Net Capital Position
$24.4mil
PUBLIC
REALM

$28.11mil
CAPITAL
SHORTFALL
$15.20m

$12.92mil

Stage 1
SURPLUS
$6.27m

SPICER
SITE
$6.65m
ASSET SALE

$28.11mil

URBAN ROOM
OFFICE /
RETAIL

NEW COUNCIL
OFFICES &
COUNCIL
SERVICES

DEVELOPMENT COST
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Addressing the Capital Shortfall
The development scope includes built form elements which can generate an additional lease income to
the City. Adopting Council‟s investment policy (i.e. benchmarking a 10% Return on Investment) these
rental cash flows can be utilised to generate sustainable debt to cover the capital shortfall.
The following table provides a summary of the sustainable debt raising capacity of these elements:
Lease Structures: Sustainable Debt Capacity
Lease Element

Building

Net Lettable
Area (sqm)

Adopted Lease
Rate ($/sqm)

Annual Income

Debt Raising
Capacity

Café

Library / Civic
(Stage 1)

200sqm

$550/sqm

$1104K p.a.

$1.10mil

Additional
Office

Office
(Stage 2)

823sqm

$550/sqm

$452K p.a.

$4.53mil

Retail

Office
(Stage 2)

490sqm

$650/sqm

$318K p.a.

$3.19mil

$881K p.a.

$8.81mil

Total Lease Income / Sustainable Debt Capacity

In summary, the potential $8.81mil debt capacity generated by the three lease elements is required to
address the $15.20 mil capital shortfall to undertake all Stage 1 and Stage 2 built form elements.
The application of this debt capacity would result in a net project capital shortfall of $6.38 million.
Risk Assessment
The net capital / sustainable debt assessment has been based on the assumption that both the
Queensgate Centre and Spicer site are sold.
The following table addresses the net financial risk scenarios to the City if the Spicer site does not sell,
on the basis that:
 The City commits to constructing all Stage 1 and Stage 2 built form elements,
 All commercial elements are fully leased and the recurrent lease income is committed to funding
sustainable debt.
Risk Assessment Scenarios: Net Capital Position
Sale of Surplus Sites

Capital Shortfall

Sustainable Debt

Net Capital Position

Scenario 1:
Sell both sites

($15.20mil)

$8.81mil

($6.638mil) Shortfall

Scenario 2:
Sell QC only

($21.85mil)

$8.81mil

($13.03mil) Shortfall

It is noted that it would be prudent for the City to only commit to either Scenario 1 or 2 construction
programs (relating to Stage 2 works) on the basis that there is a pre-commitment for the commercial
space.
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8.4
Net Present Value Approach
In order to provide a more comprehensive comparative assessment of commercial scenarios available
to Council, a 20 year cash flow has been developed.
The 20 year cash flow aims to provide a framework to encompass a life cycle investment timeframe for
the Project which embraces:1.
2.
3.
4.
5.

Current asset values (to provide the inclusion of return on existing assets),
Capital costs (demolition and new build costs for retained assets),
Current third party income from the City properties (either retained or foregone),
Recurrent major maintenance allowances (for properties retained),
Current versus future rate revenue from the development of t h e C i t y ‟ s properties and the
Myer building redevelopment,
6. Funding costs (on a rolling facility basis at the City‟s cost of funds – approximately 4%),
7. Residual Asset Values,
8. Other costs and timing impacts.
Tier Assumptions
Resulting from the Project, there are three identified tiers of benefit accruing from the Project to the
City and its residents:Tier 1 - Actual $ of Project transaction,
Tier 2 - Consequential $ - rate revenue or market influenced revenues (rent etc),
Tier 3 - Wider economic benefits – to the City and its residents.
For the purpose of this Business Plan assessment, only Tier 1 and 2 costs/benefits are included in the
analysis to provide a conservative assessment.
It is acknowledged that wider economic benefits of the Project (construction jobs multiplier, potential
uplift in general trade, additional rate revenue etc) could be expected by t h e C i t y as upside,
however such benefits are not included in the NPV assessment at this stage.
Financial Benchmarks
The aim of the NPV assessment is to provide a comparative assessment of Council‟s options across all
financial inputs and outputs and aims to define the following:



Annual cash flow impact to the City,
Peak debt (and recurrent debt levels),
Impact of timing variations.

Discount Rate
Net Present Value (NPV) over the 20 year life cycle timeframe (adopting a discount rate of 5.5%,
representing the City‟s cost of funds at 4% plus a nominal 1.5% risk margin).
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Assumptions
The following table provides a summary of the input assumptions to the NPV financial model.
Element

Inputs

Source

Building Costs

As per previous table

Includes all consultant costs

Asset Sale Prices

As per previous table

Independent valuation

Current and Future Council Rate
Revenues
Queensgate Centre

Current - $94,200pa
Future - $241,685pa

Spicer site

Current - $0pa
Future - $107,415pa

Queensgate car park

Current - $13,175pa
Future - $118,831pa

Myer
building
Council Buildings (new)

Based on Sirona Concept –
H&B Use of the land
Internal Assessment

Current - $95,500pa
Future - $376,000pa
Current - $nil pa
Future - $83,102pa

Based on Third Party Leased
Areas
Internal Assessment

City Properties Net Income
Spicer
site Centre
Queensgate

Current - $360,000pa

Queensgate car park

Current - $700,000pa

Council buildings

Current - $nil pa

Indexation

3.5%

To reflect long term CPI
Applies to all cost and revenues
(but not land sale prices)

Short Term Office
Accommodation Council
Offices and Council
Services Tenancies

3,600sqm @ $550/sqm

For 24 months

Short Term Office Fitout
Allowance

Included

Fitout cost to be funded by Sirona

Council’s Car Park Cost

100 car parks x $1,500 p.a.

As advised by Council

Debt Cost

4.0%

Based on Line of Credit Facility

Long Term Capital Maintenance

Not applicable currently

Retail Lease Rate

$650/sqm net of outgoings

Office Lease Rate

$550/sqm net of outgoings

Café Rental

$93,500 pa net of outgoings

Terminal Values

Indexed cost + indexed land value

Project Establishment Legal
Costs

$200,000

Development Management Fee

1.5% of total cost

Current - $750,000pa

Notional allowance
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8.5

Scenario Analysis

A range of development scenarios have been assessed in order to capture the potential impact
to the key financial outcomes. The development scenarios include:
Base Case:

Benchmark Development Option
As per assumptions and Sirona Proposal outlined within this Business Plan.

Scenario A:

Delayed Sale
As per Base Case, but with the sale of the Spicer Site delayed to year 7.

Scenario B:

Reduced Commercial Element
As per Base Case, but excluding any Stage 2 commercial / retail development
costs and recurrent income.

Scenario C:

No Sale of Surplus Property
As per Base Case A, but excluding any sale of the Spicer site.

The following table provides a summary of the key financial outcomes for each alternative
development scenario:
Base Case
(Benchmark
Outcome)
Year 2

Scenario A
(Delayed Spicer
Sale)
Year 2

Scenario B
(Reduced
Commercial)
Year 2

Year 2

Year 2

Year 2

Year 2

Spicer site Sale

Year 3

Year 7

Year 3

No Sale

Stage 1 Build

Year 2

Year 2

Year 2

Year 2

Stage 2 Build

Year 3

Year 7

Year 3

Year 3

Commercial
Income

Included

Included

café only

Included

NPV

$4.47mil

$1.50mil

($5.12mil)

$7.27mil

IRR

6.15%

5.72%

4.69%

6.50%

Peak Debt^

$15.60mil

$14.66mil

$10.33mil

$22.23mil

Debt Repayment

10 Years

8 Years

13 Years

12 Years

Retained Asset
Value (in year 20)

$97.23mil

$97.23mil

$86.68mil

$110.46mil

Element
Car Park Sale
QC Sale

Scenario C
(No Spicer Sale)
Year 2

* All land sale figures assume no indexation on current figures.
The findings identified within this table can be summarised as follows:

Base Case:
Scenario A:

A positive NPV, a 6.15% IRR, a peak debt of $15.6mil and a debt repayment
period of 10 years.
A positive yet reduced NPV, a reduced IRR to 5.72%, a marginally reduced
peak debt of $14.7mil and a reduced debt repayment period of eight years.
This scenario provides similar returns to the Base Case, however the delay in
the Spicer site sale (unindexed) and the delay in the Stage 2 construction
costs (indexed) results in a lower NPV. It is noted that the delay in the Spicer
site sale does not radically change the financial scenario, however the Spicer
sale timing falls outside the sunset period and the Stage 2 facilities would not
be delivered for another seven years.
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Scenario B:

A negative NPV, a reduced IRR to 4.69%, a significantly reduced peak debt of
$10.3mil and an increased debt repayment period of 13 years.
While the peak debt is reduced due to the reduction in construction scope, the
lack of income generated from the commercial facilities reduces the cash flow
and therefore the overall NPV / IRR.

Scenario C:

An improved NPV, a marginally improved IRR to 6.50%, a significantly
increased peak debt of $22.2mil and an increased debt repayment period of 12
years.
While this option achieves similar (if not marginally improved) financial
benchmark when compared to the Base Case, it relies on a significant
increase in peak debt to cover the lack of capital which would have otherwise
come from the Spicer site sale.

Council’s Capital Application
All figures are based on the City borrowing 100% debt. However, as a guide, if the City applied say $5.0
mil in capital over two financial periods (allocated to public realm works or the library or similar) the
the key financial outcomes would be:

8.6

Element

Scenario A
(Benchmark Outcome)

Initial City Contribution of
$5.0mil Capital

NPV

$4.47mil

$3.90mil

IRR

6.15%

6.04%

Peak Debt^

$15.60mil

$10.40mil

Debt Repayment

10 Years

7 Years

Retained Asset Value

$97.23mil

$97.23mil

Wider Financial Implications to the City

The Project is deemed to present a low to moderate risk profile to the City with resourcing of risk
management factored into the Business Plan to adequately address identified risks,
The Project derives a positive Net Present Value to the City (enhancing community wealth) and will
require a peak debt of approximately $15.60 million in year 4 (although the timing is flexible and relates
to Sirona performance on the Spicer site) and only if Council progresses with Building 2.
The Project can be funded from cash flows inherent to the Project itself and is not deemed to require
additional ratepayer contributions or place pressure on rate increases.
The Project is deemed to meet Council‟s financial and risk objectives and not place the ongoing
provision of services at risk.
It is anticipated that a superior outcome can be achieved by the City with regard to the actual
Project (compared to conservative input assumptions and contingencies currently adopted in
this Business Plan).
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9.0

ACHIEVEMENT OF PROJECT OBJECTIVES

The following table aims to provide a summary of the outcomes of the Sirona partnership proposal relative to the Project Objectives.
PPROJECT OBJECTIVES

BENCHMARK

SIRONA PROPOSAL

RATING

FUNDAMENTAL
OBJECTIVES
Project Fundamental 1 City Ownership

City retain Kings Square site in perpetuity

Sirona Proposal retains full ownership of the Kings Square site in the City’s ownership, care and control in
perpetuity

Project Fundamental 2 Queensgate Car Park

Sell Queensgate car park only if strategic purpose is fulfilled

Sirona Proposal does require the sale of the car park but tied into Queensgate redevelopment as a primary anchor.
Deemed that the strategic purpose (supporting access and activity to the precinct to underpin economic activity to
benefit of ratepayers, visitors – will be provided.

Project Fundamental 3 –
Public Realm Vision

Achieve Council’s (community) vision for public realm

Consistent with the Vision captured in the UDS – Sirona Proposal ensures integrated design across City and
private sector development – controlled by City’s Vendor





CORE FACILITIES
Deliver Core Facilities
(Cox Accommodation Brief)

Meets Accommodation Brief developed by Cox Architects reflecting the property
platform to deliver Council‟s community and business services.

Core facilities are hard wired into the Agreement

Deliver Excellence in Public
Realm

Achieve the Public Realm Vision, Theme, Principles, and Element (Urban Room,
iconic community gathering place) as articulated in the UDS

Public Realm specified by and funded by the City




Achieve the Fremantle Objectives outlined in the MOU as a minimum anchor
platform

Hardwired into any ongoing agreement with Sirona



Development Composition

Secure a Major Retail Anchor guaranteed to underpin Kings Square activity – as
prescribed in the Retail Model Plan
Secure other major uses (office, hotel, speciality retail, community etc) as
prescribed in the Economic Development Strategy and Strategic Plan

A commercial imperative of Sirona
Sirona arrangements – best endeavours platform to secure other desired elements (hotel, office, other retail etc)



Guarantee consequential
development

Council guarantee the linked/simultaneous development of private sector
outcomes to mitigate its investment risk and ensure an identifiable return on
investment

Stage 1 targets the upgrade of Myer building, Queensgate
Centre and car park
Best endeavours only to pursue major consequential development of significance on Spicer site
All efforts pursued to achieve this objective

ECONOMIC
DEVELOPMENT
Fremantle Objectives

Critical Mass Basis for wider
investment/development and
activity

Development scale to underpin the re-vitalisation and re-positioning of the
Fremantle CBD.
A scale (critical mass) of initial development capable of underpinning a trigger point
for other owners/developers in Fremantle

Investor Confidence

Demonstrate investor confidence in Fremantle as a growth centre

Timing

Immediate commencement through to 2015 (Strategic Plan)

Yes – if achieved

Yes – if achieved
Yes – timing aligns






PLANNING AND URBAN
DESIGN
Local Planning Scheme
Compliance

Development consistent with PSA49 framework

Achieve Kings Sq Vision
Urban Design Excellence

All development consistent with the UDS,
principally via Vendor Control

Mandatory – Vendor Control
Hard wired into arrangements
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PROJECT OBJECTIVES

BENCHMARK

SIRONA PROPOSAL

Asset Application

Sale of existing Fremantle Property (defined to the Project Area) to fund the
Project

Asset application is the basis of the Sirona Proposal – guaranteed stage 1

Net Present Value Equality

Net Present Value to be positive (given risk premium adjusted discount rate)

NPV is positive

Low Debt Level
(Council Policy Compliance)

Ultimate target - <10% of annual rate revenue
Medium term debt to be considered where met by guaranteed income at
10% ROI and repaid within lease term

Capital Application (annual
budget)

Ultimately no capital requirement – Maximum say $2million per annum. No
impact on other capital works demands in municipal area

Judgement on capital application v debt level – could be capital funded to maximum level – likely to be required in year 4

Cash Reserve ROI
(Council Policy Compliance)

Ultimately no application
Application to be considered where ROI is a minimum of 10%

Assumed no cash reserve application

Asset Retention

Retain civic site – freehold (and subsequent investment)

All Kings Square property retained

RATING

FINANCIAL AND RISK

Risk Profile

Low risk appetite – commercial and political (triple bottom line basis)

Peak debt of around $15.60million – paid off via project income alone in 10 years – deemed to meet benchmarks (lesser debt
and term is capital is applied)

Deemed low to moderate risk – City market risk to be covered by ensuring pre-commitment of office tenancy to
Building 2 - Option for Sirona Development Management









- 44 -

Kings Square Revitalisation Project
Business Plan – November 2012

10.0

PROJECT RISK ASSESSMENT

10.1

Primary Project Risks

Key Risk and Recommendations
The following table provides a summary of the key risks presented by the Sirona partnership project:Key Project Risks

Risk Description

Risk Mitigation

Non-Performance of Sirona on
Spicer site

Failure Use Best Endeavours to
Secure Development

Due Diligence on Sirona identifies
experience and capacity
Controlled by 3 year sunset date
Best Endeavours is a legal
obligations – Council terminate
agreement if not demonstrated

Development Cost Control

It is assumed that construction risk
is borne by the City as the primary
contracting party and subject to the
construction tender market

Council not obliged to progress with
any stage unless construction
meets budgeted costs in Business
Plan

Loss of Car Park from Council’s
Control

Car park is sold to Sirona but
Spicer site does not proceed
Car park is lost as a future under
pinner to the sale/redevelopment of
Spicer
Council committed to fund
Library/Civic – so funds expended

Queensgate Centre redevelopment
tied to car park sale – major risk
mitigation

Internal Resources Capacity

City has limited development
experience
High demand on internal resources
to manage all project risks
(governance, risk control, strategy,
political/stakeholders, design,
program, cost etc)

City outsource Project
Management to Sirona
City to engage dedicated
Development Manager – as
external resource

RISK EXPOSURE SUMMARY

LOW - MODERATE
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10.2
Risk Assessment Matrix and Mitigation Strategy
The following Risk Matrix provides a summary of the triple bottom line risk assessment and mitigation strategies for the City of Fremantle with regard to the Project. The nature of this Project is classified as Low-Moderate.
CATASTROPHIC
MAJOR
MODERATE
MINOR
INSIGNIFICANT

RISK CLASSIFICATION

RISK DESCRIPTION

CAUSE OF RISK

Capital Availability

Insufficient capital to fund project.

5
4
3
2
1

ALMOST CERTAIN
LIKELY
POSSIBLE
UNLIKELY
RARE

5
4
3
2
1

EXTREME: 20 - 25
HIGH:
13 - 19
MODERATE: 7 - 12
LOW:
0-6

RISK RATING

CONSEQUENCES

LIKELIHOOD OF
OCCURRENCE

COMBINED IMPACT

MAJOR

POSSIBLE

MODERATE

4

3

12

MODERATE

POSSIBLE

LOW

3

2

6

High level of borrowing.
Debt – Borrowings
Market Risk
FINANCIAL

Impact of future borrowing costs
(interest rates).

Unable to attract Developer

Decision to commit development funds will be pending the successful sale of key strategic
sites and future revenue generation from the subsequent redevelopment of Council facilities
with some commercial elements (generated via lease and rates structure).
Loan facility via WA Government to cap future interest rate increases.

Unable to obtain finance

Developer Procurement

RISK MINIMISATION STRATEGY

Identify opportunities to pay off lump sum principle amounts over time (e.g. sale of key
development sites).
Confirm with WA Government in principal support to provide finance.

MODERATE

POSSIBLE

MODERATE

4

2

8

De-risk project through a partnership with Sirona Capital - who is committed to establish a
development pre-commitment of the Queensgate Centre Site prior to the sale of car park and
also committed to their best endeavours to purchase and redevelop other key sites within
sunset dates.
Fallback position would be to seek another develop to fulfil a similar role. Failing that the next
all back would require Council‟s direct development role.

Development Management

Inexperienced or under resourced
development/project management
reducing project delivery capacity.

MAJOR
4

POSSIBLE

MODERATE

3

12

PROJECT DELIVERY
.

Delays in planning process.
Planning

Design

Construction - Market Risk
PROJECT DELIVERY

Third party objections.

MODERATE

POSSIBLE

LOW

Loss of control in Urban Design
Outcomes.

3

2

6

Cost escalation from design at time
of design/documentation.
Design inadequacies at time of
tender/contract.

MODERATE

LIKELY

MODERATE

3

4

12

MAJOR

POSSIBLE

MODERATE

Security.

4

3

12

Timing

Timing extension on various key
tasks (development agreement,
process, planning approvals etc)

Proposed develop sites generally comply with planning framework and do not „push the
envelope‟.
WA Planning as strategic partner and relevant authority
Control retained by Council through the Urban Design Strategy and as vendor.

Risk to be controlled as part of Development Manager role.
Establish strong budget guidelines for design.
Enter fixed price contracts prior to commitment of funds.
Professional management by independent but Council retained Development Manager.

Cost Escalation.
Objectives at odds with
Developer‟s objectives on
marketing and financials.

Admin set up Development Management Framework / Structure / Reporting /
Communications systems.

Development approval risk transferred to developer, via appropriate procurement strategy.

Loss or delays due to contractual
disputes with contractors.

Achieving Council’s
Employment Population
objectives

If required outsource development management overseeing governance, strategy,
stakeholders, design, planning and construction to experienced project manager via value
management process.

More rigorous cost estimation with fully developed project (detailed design) via Quantity
Surveyor‟s advice.
Building contract subject to Guarantee Maximum Price (GMP)

MODERATE

UNLIKELY

LOW

3

2

6

MAJOR

POSSIBLE

MODERATE

4

3

12

PSA49 and UDS facilitates market responsive stages to drive highest and best use and
maximise development outcomes.
Preparation and execution of a well considered and integrated project process risk strategy
and plan.
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CATASTROPHIC
MAJOR
MODERATE
MINOR
INSIGNIFICANT

RISK CLASSIFICATION

5
4
3
2
1

EXTREME: 20 - 25
HIGH:
13 - 19
MODERATE: 7 - 12
LOW:
0-6

RISK RATING

CAUSE OF RISK

CONSEQUENCES

LIKELIHOOD OF
OCCURRENCE

COMBINED IMPACT

Due Diligence

Adjoining owner impacts, title
issues, environmental implications

MODERATE

UNLIKELY

LOW

3

2

6

Regulatory (statutory)
Compliance

Non-compliance with Local
Government Act or other statutory
requirements

MODERATE

POSSIBLE

MODERATE

3

3

9

Policy Compliance

Compliance with Council‟s internal
policy requirements

MODERATE

POSSIBLE

MODERATE

3

3

9

Injury or death to public, staff or
workers

MAJOR

POSSIBLE

MODERATE

4

3

12

Public image, reputation

Poor public image of project scope,
timeliness, perception, cost.

MINOR

UNLIKELY

LOW

2

3

6

Communications

Inadequate communications.

MODERATE

POSSIBLE

MODERATE

3

3

9

State Government & Council
Elections

Delay in progress due to State
Government & Council caretaker
mode

MINOR

POSSIBLE

LOW

2

3

6

Environmental

Poor Water, Stormwater, Energy,
Thermal Comfort outcomes.

MODERATE

UNLIKELY

LOW

3

2

6

Land Suitability

Site history that land is suitable for
proposed use.

MAJOR

UNLIKELY

MODERATE

4

2

8

Land Remediation

Identification of Contaminated Soil
re latent conditions, ongoing
liability, cost escalation

MODERATE

POSSIBLE

MODERATE

3

3

9

Building Practices

Damage to surrounding
environment

MODERATE

LOW

3

UNLIKELY
2

Lack of internal resources or
changing personnel during project

MODERATE

POSSIBLE

MODERATE

3

3

9

MODERATE

UNLIKELY

LOW

3

2

6

MODERATE

POSSIBLE

MODERATE

3

3

9

MODERATE

UNLIKELY

LOW

3

2

6

Public Liability
Civil Liability

ENVIRONMENTAL

Internal Resources

ORGANISATIONAL

ALMOST CERTAIN
LIKELY
POSSIBLE
UNLIKELY
RARE

RISK DESCRIPTION

LEGAL

POLITICAL

5
4
3
2
1

Managing the Project Manager
(contract mgmt)
Organisational Change

Organisational change brought
about by the development of the
asset

Product Service Failure

Delivery time frame not met,
project failure on technical grounds
– product not meeting best practice
operations (internal and external)

SERVICE DELIVERY
Community Impact

Adverse impact on the community
as a result of Council‟s activities

6

RISK MINIMISATION STRATEGY
Suggest Council undertake due diligence checklist for development projects.
Provide appropriate insurance level (e.g. Public Liability insurance).
Compliance Issues addressed in Business Plan report.
Council legal advisors to provide oversight of total process.
Addressed within Business Plan.
Administration to develop OH&S plan specifically for works project to protect public and staff.
Project Manager to control risk to construction providers.
Provide appropriate insurance level (e.g. Public Liability insurance).
Provide open communication to address issues with Council Members and Administration
addressed in part via the Business Plan.
Provide proactive consultation and communication with Council, effected Neighbours and the
wider community in line with Council‟s consultation policy.
Potential impact incorporated within the project delivery program. Aim to commence project(s)
prior to any potential influence from election cycles.
Identify and implement sustainability opportunities through the design process and ensure
appropriate ongoing management practices.
Site history indicates that no past uses give rise to development limitations.
Implement other investigation as required and part of project due diligence.
Comprehensive due diligence / cost plan undertaken prior to contractual process.

Control of building site and management practices.

Implement an internal Project Control Group – to be across all areas of responsibility.

Internal Council Project Control Group to address organisational impacts.

Asset Strategic Planning process required, undertaken in conjunction with the design team
throughout all of the design stages.
Ensure penalty clauses in procurement contract.
Invite community orientation upon completion.
Keep community informed during project delivery.
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11.0

SUMMARY

Pursuant to Section 3.59 of the Local Government Act and with regard to the City‟s Project Objectives
and the proposal presented by Sirona, the following is observed:1. A strategic partnership with Sirona on the basis of guaranteed Stage 1 outcomes and a best
endeavours platform to pursue significant consequential development that will underpin a
comprehensive repositioning of the Fremantle city centre – is deemed to be the optimal
avenue available to Council to achieve its Strategic Plan and Project Objectives – Section
3.59 (d).
2. The Project derives a positive Net Present Value to the City (enhancing community wealth) and will
require a peak funding requirement of approximately $15.60 million in year 4 (although the timing is
flexible and relates to Sirona‟s performance on the Spicer site) and only if Council progresses with
Building 2. The Project is deemed to present a low to moderate risk profile to the City with the
resourcing of risk management factored into the Business Plan to adequately address identified
risks – Section 3.59 (c).
3. The Project can be funded from cash flows inherent to the Project itself and is not deemed to
require significant ratepayer contributions which would place pressure on sustained rate increases
or compromise the provision of facilities and services by the City – Section 3.59 (a).
4. The establishment of a critical mass to encourage new people, visitors, speciality retailers,
residents, office workers etc to the Kings Square precinct is not deemed to adversely impact other
property owners/businesses in Fremantle – rather, to underpin activity which may advance
opportunity – Section 3.59 (b).
5. The City proposes an internal Project Control Group (PCG) process, outsourced Project
Management, sound governance framework and dedicated (external) Development Management
resource underpinning this project – Section 3.59 (e).
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12.0

PROJECT IMPLEMENTATION

12.1
Local Government Act – Business Plan Process
The following flow chart outlines the key steps in the Business Plan process.
MOU
non-binding

Major Land Transaction

WA wide Notice /
Newspaper

Business Plan

6 Week Consultation
Period

Amendments ?

Website

Display

Public Submissions

Council

Council Approve /
Endorse
(absolute majority)
Project Agreements

Implementation

12.2
Project Documents
Should the Business Plan be approved by Council, the next phase will be the formation of project
documentation which will be binding on the City and Sirona for respective performance outcomes and
obligations.
The key components will include:

Appointment of builder/consultants,



Project management and co-ordination,



Project delivery / program i.e. staged sale / project delivery,



Land transfer / payment method / timing,



Security provided for performance of obligations (both parties),



Statutory approvals,



Design and construction phase (separate for each site),



Design and construction of public realm works (who is responsible and timing/staging),



Risk allocations,



Termination rights (for either party, in event of material breach etc),



Ongoing precinct management plans,



Other matters.
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12.3
Probity and Benchmarking
An appropriate probity structure will be established regarding the procurement process and assessment.
12.4
City of Fremantle Internal Management Model
This Project is proposed to be internally delivered through a Project Control Group (PCG), which reports
directly to the Director of Corporate Services and through to the Chief Executive Officer.
The PCG is likely to include the following representatives: Chief Executive Officer
 Director of Corporate Services
 Capital Projects
 Risk Management
The City will engage a dedicated Development Manager (external resource) to oversee the
implementation of the Project. The Development Manager will report directly to the PCG.
The PCG would operate under the following Terms of Reference:The PCG meets routinely to:
 prioritise and monitor to ensure that the Project is completed to the agreed brief,
 prioritise and monitor to ensure that the Project is completed to the agreed budget,
 prioritise and monitor to ensure that the Project is completed to the agreed program,
 assess the project risks and instruct the formulation of strategies and plans to manage them,
 establish the roles and responsibilities of all Project team members,
 monitor the Project so as to ensure that appropriate resources are provided to the Project,
 provide ongoing comprehensive professional contractual, financial, technical and risk management
of the Project through regular review meetings and review of the monthly project manager, lead
professional services consultant, cost manager and contractor reports,
 make all recommendations as required to the Chief Executive Officer as applicable, for professional
services consultant and contractor appointments,
 determine the appropriate project procurement process,
 ensure briefs as required are comprehensively established and that effective signoff endorsement
is achieved,
 initiate the required value management reviews and any design reviews deemed appropriate,
 input as necessary and endorse the documents forming the basis of Council submissions,
 report to the Chief Executive Officer as applicable, highlighting any issues that may change any
approvals advising of the proposed actions to overcome problems,
 act as a forum to review of contractual matters / issues as necessary,
 advise the Chief Executive Officer on any matter relevant to the Project.
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The following flow chart provides an overview of the internal structure required and outlines the
integration of the PCG into Council‟s existing reporting structure.
DEVELOPMENT
MANAGER
External

TERMS OF
REFERENCE

PROJECT CONTROL
GROUP

PROCUREMENT
POLICY

CFO

Purchasing Policy
Audit

EXECUTIVE
MANAGEMENT TEAM

CEO

COUNCIL

12.5
Project Program
The key timing milestones for the statutory process, implementation process and development
processes are:5 November 2012
 Council decision to proceed with the Project
to End January 2013
 Business Plan Process
 Project Documentation
Jan to March 2013
 Project Commence
July 2013
 Stage 1 Development
June 2015
 Other Stages
2015-2017
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PUBLIC CONSULTATION BACKGROUND
Under the terms of the Local Government Act 1995, should a Council be proposing to dispose a property
with a transaction value over $10,000,000 or 10% of operating expenditure in the last complete financial
year then the sale is classified as a “Major Land Transaction”. Before entering into a Major Land
Transaction the Council must first prepare a Business Plan, advertise the availability of the Business
Plan for comment and then consider any submissions received in relation to the proposed transaction.
In Oct 2011 the City entered in an MOU with Sirona Capital to consider an integrated development
project for the City and Sirona sites.
At its meeting on 12th November 2012, Council resolved to advertise the proposed Kings Square Project
Business Plan in accordance with section 3.59 of the Local Government Act 1995.
SUMMARY OF PROPERTY AND DETAILS OF THE PROPOSED MAJOR LAND TRANSACTION FOR
THE PURPOSE OF REGULATION 30 (2a) (c) OF THE LOCAL GOVERNMENT (FUNCTIONS &
GENERAL) REGULATIONS 1996
Land description:
The land is shown on the following Site Plan. The property is surrounded by
Queen Street, Henderson Street and William Street.
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KINGS SQUARE
Certificates of Title
Civic Administration Site including the triangular parcel of land abutting the Newman Court road
reserve.
1) Certificate of Title Volume 7 Folio 141 being Lot 1 as shown on Plan No. 11 (Freehold
title).
2) Certificate of Title Volume 350 Folio 21 being Lot 2 as shown on Plan No. 11 (Freehold
title).
3) Certificate of Title Volume 819 Folio 200 being Lots 1, 5 and 6 including Lot 66 (being a
ROW) as shown on Diagram No. 5996 together with a right of carriageway over Lots 3
and 4 on Diagram No. 5996.
4) Certificate of Title Volume 106 Folio 188 being Lot 51 as shown on Diagram No. 424
(Freehold title).
5) Certificate of Title Volume 1202 Folio 567 being Lots 2, 3 and 4 on Diagram No. 5996,
together with the right to use Lots 5 and 6 on the said diagram for party wall purposes as
set out in Transfer 9843/1922. (Freehold title).
6) Certificate of Title Volume 845 Folio 153 being Lot 3 as shown on Plan No. 11 (Freehold
title).
7) Certificate of Title Volume 531 Folio 164 being Lot 52 as shown on Diagram 424
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LPS4 Zoning: City Centre Zone
Local Planning Area: City Centre Local Planning Area 1 – 1.3 West End Sub Area 1*
Local Planning Policies: DGF18 - Paddy Troy Mall - Block Bounded by Henderson, William,
High and Market Streets and South Terrace; and
DGF14 - Fremantle West End Conservation Area Policy
 Heritage Area: West End Conservation Heritage Area
 Heritage Listing:
Place

Listing Level

Town Hall

State Register
Municipal Heritage Inventory Level 1A
Register of the National Estate
Classified by the National Trust

Town Hall Admin

Municipal Heritage Inventory Level 1B

St John‟s Church

State Register
Municipal Heritage Inventory Level 1A
Register of the National Estate
Classified by the National Trust

Kings Square

Municipal Heritage Inventory Level 1B
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SPICERS SITE
Certificates of Title
The former Spicers Site – Carpark No. 13
1) Certificate of Title Volume 416 Folio 31A being Lots 374 and 375 on Plan 222424
(Freehold title).




LPS4 Zoning: City Centre Zone
Local Planning Area:
City Centre Local Planning Area 1 – 1.3 West End Sub Area 1*
Local Planning Policies: DGF18 - Paddy Troy Mall - Block Bounded by Henderson, William,
High and Market Streets and South Terrace;
DGF14 - Fremantle West End Conservation Area Policy
 Heritage Area: West End Conservation Heritage Area
 Heritage Listing:
Place

Listing Level

Spicers Site

·

Limestone features site contains a limestone wall of historical significance

QUEENSGATE
Certificates of Title :
Queensgate Centre and Cinemas
1) Certificate of Title Volume 1841 Folio 866 being Lot 2 on Diagram 41354 (Freehold title)
Queensgate Carpark No. 9
2) Certificate of Title Volume 1841 Folio 867 being Lot 3 on Diagram 42476 (Freehold title)






LPS4 Zoning: City Centre Zone
Local Planning Area:
City Centre Local Planning Area 1*
Local Planning Policies: N/A
Heritage Area: Not within Heritage Area
Heritage Listing: Not listed

Note: These sites (except the Queensgate Car Park) are subject to Amendment No. 49 to LPS4, of
which has yet to be formally gazetted. Notwithstanding, please find attached a copy of provisions as part
of Amendment No. 49 to LPS4 as attached.
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Nature of Major
Land Transaction:

1) Sales of Queensgate centre & Cinemas, Queensgate Carpark, former Spicer
Carpark
2)Redevelopment of Administration and Civic Area.

Names of Parties:

Sirona Capital Management Pty Ltd or Wholly Owned Special Purpose Vehicle
Subsidiary for the purpose of redevelopment.

Consideration:

Full details of the consideration to be received by the City of Fremantle for the
disposition are contained in the Business Plan

Market Value of
The Disposition:

Valuations provided by CBRE Valuers

Address
20 Henderson Street
10 William Street
10 Henderson Street
Total
Public Comments:

Valuation Date
June 2012
August 2012
June 2012

Estimated Market Value
$16.5m
$6.35m
$6.65m
$29.5m

Public comments may be made on the Business Plan to the City of Fremantle
by 4pm on Wednesday 9th January, 2013 to;
Kings Square Project Business Plan
City of Fremantle
PO Box 807
FREMANTLE, WA 6959
OR
online at
www.fremantle.wa.gov.au/cityoffremantle/community_engagement
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