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CITY OF MARION
GENERAL COUNCIL MEETING
16 DECEMBER 2003

CONFroENTIAL
REPORT RELATING TO:
KRA1 - Leadership

Originating
Officer:

Lisa ]Mara, Senior Governance Officer

Manager:

Pauline Koritsa, Manager Governance

Item:

Review of Confidential Items

Report Title:
Reference Number:

State Aquatic Centre (GC260803F01)

GC161203F02b

BACKGROUND:
The confidential order pertaining to the attached report, State Aquatic Centre, is due for
review - refer Appendix 1. On 26 August 2003 Council resolved that the documents

pertaining to this be made confidential and the following reasons were noted in the
minutes at the time of making the order:

State Aquatic Centre

RefNo: GC260803F01
"That Pursuant to Section 90 (3)(b) of the Local Government Act, 1999 Council
orders the public be excluded, with the exception of Council officers present, on

the basis that the report contains information the disclosure of which:
(i) could reasonably be expected to confer a commercial advantage on a person
with whom the council is conducting, or proposing to conduct, business,

or to prejudice the commercial position of the council; and
(ii) would, on balance, be contrary to the public interest;
and the Council is satisfied with the principle that the meeting should be
conducted in & place open to the public has been outweighed in relation to this
matter by the need to keep the receipt/discussion/consideration of the matter
confidential."
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Council's Manager Strategic and Economic Projects, Mr John Valentine, has advised

that the report should remain confidential for the following reasons:
• the process of going to the market place for the development of the State Aquatic
Centre has not been finalised between the State and Council
• the State's confidence in dealing with sensitive commercial matters Council would

be seriously eroded
• release of information relating to possible State and Council subsidies would
compromise both the State's and Council's financial mterest

• Council has signed a confidentiality agreement with the State and the release of
either of the two reports would be a clear breach of the terms of the confidentiality
agreement.

RECOMMENDATION:
That:-

1. Pursuant to Section 91 (7) of the Local Government Act 1999 the
confidential order pertaining to the discussion and documentation associated

with the report. State Aquatic Centre reference number GC260803F01, be
retained on the basis that it contains information the disclosure of which:-:

90 (3) (b) (i) could reasonably be expected to confer a commercial
advantage on a person with whom the council is conducting,
or proposing to conduct, business, or to prejudice the
commercial position of the council; and

(ii) would, on balance, be contrary to the pubUc interest;
90 (30 (g) breach a duty of confidence
2. The confidentiality order be reviewed in December 2004.

Appendix 1: Report State Aquatic Centre GC260803FO 1

Appendix 1: Report State Aquatic Centre (GC260803F01)
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CITY OF MARION
GENERAL COUNCIL MEETING
26 AUGUST 2003

CONFmENTIAL ITEM
REPORT RELATING TO:
KRA 1: Provide Leadership

Originating Officer:

John Valentine, Manager Strategic and Economic Projects

Director:

Terry Bruun, Director Organisation

Subject:

State Aquatic Centre

RefNo:
File No:

260803F01
79/05/09

RECOMMENDATION

If the Council so determines, this matter may be considered in confidence under Section

90 of the Local Government Act on the Grounds included in the Report Ref No:

GC260803F01.

Mark Searle

Chief Executive Officer

1. That Pursuant to Section 90 (3)(b) of the Local Government Act, 1999 Council orders
the public be excluded, with the exception of Council officers present, on the basis that
the report contains information the disclosure of which:
(i) could reasonably be expected to confer a commercial advantage on a person with
whom the council is conductmg, or proposing to conduct, business, or to prejudice

the commercial position of the council; and
(ii) would, on balance, be contrary to the public interest;
and the Council is satisfied with the principle that the meeting should be conducted, in a
place open to the public has been outweighed in relation to this matter by the need to
keep the receipt/discussion/consideration of the matter confidential.

P. 138

CORPORATE OBJECTIVES:
1.3 Significantly enhance the Marion Regional Centre as the focal point for community
activity.

BACKGROUND:
The State Government, (tb-ough the Office for Recreation and Sport), has invited the City of
Marion to put a bid to the State Government by 31 August 2003 for the development of a
State Aquatic Centre (SAG).
The State Government will review Council's bid and will need to determine; 1) in the first
instance whether to develop a State Aquatic Centre and; 2) whether to develop a State
Aquatic Centre at the Domain.

The Office for Recreation and Sport has advised that the indicative timeline for the State
Aquatic Centre's development is to conclude the required tendering and contractual processes

by mid 2004 and for the State Aquatic Centre to be operating by mid 2006.
In developing material for Elected Members and subsequently Council's consideration
Admmistration engaged Capital Strategies to assist in the development of bid options.
Attached as Appendix 1 is the final report titled 'Financial & Cost Benefit Issues Associated
With Bid For State Aquatic Cenb-e'.

The approach adopted in the attached report has been to address the bid from two positions.
The first being the unavoidable costs Council must deal with if the SAG does not proceed
and secondly the matter of the quantum of a possible Council annual subsidy for the SAC.
(1) Council's options and associated costs

The unavoidable costs that Council will need to deal with regardless of whether the SAC is
developed is described in the report as the 'As is' option,(0ption 1).
In Option 1 the Domain land would be sold and a replacement indoor regional aquatic facility
would be developed m 2016 when the existing ]V[arion Swimming Centre site would be 40
years old. The cost of Option 1 (expressed m 2003 dollars and taking into account all costs
and revenue) is $7.3m. In the report the cost of $7.3m has been used as a benchmark to
consider the cost of the other options.

The other options are described as 2A, 2B, 2C and 2D. The elements of these options are;
• Option 2A - State Aquatic Centre (SAG) On Domain"
State delivers SAG as Public Private Partnership (PPP)
Marion contributes site at no cost
Marion Swimming Centre continues to operate
• Option 2B - "SAG On Domain"
State delivers SAG as PPP
Marion contributes site at no cost
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Marion Swimming Centre closes but land is not sold

Option 2C - "SAG On Domain"
State delivers SAG as PPP
Marion contributes site at no cost
Marion Swimming Centre closes with 25% of land sold
Option 2D - "SAG On Domain"
State delivers SAC as PPP
Marion contributes site at no cost
Marion Swimming Centre closes with 50% of land sold

The costs of options 1, 2A, 2B, 2C and 2D expressed in 2003 dollars and taking into account
all costs and revenue are;

Option

Cost

1

$ 7.3m

2A
2B
2C

$13.8m
$ 2.2m

2D

$ O.lm

$ 4.4m

Options 2B, 2C and 2D all have a lower cost than Option 1, at $7.3m, which is the
unavoidable cost that Council will need to meet in the scenario where the SAC is not
developed at the Domain, the Domain land is sold and a replacement indoor regional aquatic

facility is developed m 2016.

(2) Operating Subsidy Options
The second matter dealt with in the report is the matter of a Council contribution to the
potential subsidy required for the SAC. It is understood that the total annual subsidy that may
be required is $900,000 per annum. This figure has not been put in writing to Council but has
been conveyed verbally by the Government's agencies. The $900,000 p.a. subsidy is based
on the Government's model of a FD4A standard pool that would include 2, 50m pools (one
including a diving tower and capable of accommodatmg water polo and the second pool

being a competition pool) and 1000m2 of recreation water. The Government model (which
identifies the potential $900,000 subsidy) also identifies a range of other developments on the
Domain that would support the SAG and result in the net position of a potential required
$900,000 per annum operating subsidy.
It should be noted that the development of the SAC by the private sector could require a
lesser subsidy. Hence the $900,000 is referred to as a potential subsidy. The State
Government in its forward estimates in the 2003 / 2004 budget identified an amount of
$500,000 for the State Aquatic Centre. Consequently it is considered that the gap between the
potential required subsidy and the funds identified by the State Government is in the order of
$400,000 per annum.
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The cost of providing a subsidy of various amounts over the initial term of the SAG (2 years
construction and 23 years of operation) described in 2003 dollars allowing for inflation and
the cost of money is;

Subsidy level

$150,000 pa
$200,000 pa
$250,000 pa
$300,000 pa
$350,000 pa
$400,000 pa
$450,000 pa
$500,000 pa
$550,000 pa

Cost (Net Present Value)
$2.00m
$2.65m
$3.30m
$3.95m
$4.60m
$5.25m
$5.90m
$6.55m
$7.20m

The current level of subsidy for the Marion Swimming Centre site is approximately $150,000
p.a. The $7.3m cost of Option 1 (where the SAC is not developed and the Marion Swimmmg
Centre pool is replaced in 2016) includes the current, $150,000 subsidy for the Marion
Swimming Centre.

(3) Financial Summary
As a means of demonstrating the cost of options 2A, 2B, 2C and 2D the table that appears on
page 2 and page 17 of the attached report identifies the cost of the options and their total cost
dependent on the level of subsidy that may be involved.

The table over the page is from the attached report and has been amended to iaclude the
subsidy costs of $200,000 pa, $300,000pa, $400,000pa and $500,000 pa

FT
Estimated Cumulative Cost To Council

Estimated
Description

Cost Of
Subsidy
(Refer 0.06)

Cost pre subsidy to

(NPV$O.Om)

2A

2B

SACAtDomain
MSC Open

SAC At Domain
MSC Land Held

2C

2D

SAC At Domain
25% MSC Land
Sold

SA C At Domain
50% MSC Land

Sold

(13.8)

(4.4)

(2.2)

(0.1)

(2.00)

(15.8)

(6.40)

(4.20)

(2.10)

(2.65)

(16.45) '

(7.05)

(4.85)

(2.75)

(3.30)

(17.10)

(7.70)

(5.50)

(3.40)

Cost to Council inc.
$300,000 p.a. subsidy

(3.95)

(17.75)

(8.35)

(6.15)

(4.05)

Cost to Council inc.
$350,000 p.a. subsidy

(4.60)

(18.40)

(9.00)

(6.80)

(4.70)

(5.25)

(19.05)

(9.65)

(7.45)

(5.35) .

Cost to Council inc.
$450,000 p.a. subsidy

(5.90)

(19.70)

(10.30)

(8.10)

(6.00)

Cost to Council inc.
$500,000 p.a. subsidy

(6.55)

(20.35)

(10.95)

(8.75)

(6.65)

(7.20)

(21.00)

(11.60)

(9.40)

(7.30)

Council (Refer 0.05)

Cost to Council inc.
$150,000 p.a. subsidy
Cost to Council inc.
$200,000 p.a. subsidy
Cost to Council inc.
$250,000 p.a. subsidy

Cost to Council inc.
$400,000 p.a. subsidy

Cost to Council inc.
$550,000 p.a. subsidy

A BOLD number in the above section indicates a NPV cost to Council
less than the Option 1 "As Is" cost to Council of$(7.3)m

The unavoidable cost if the SAC is not developed, the Domain sold and the existing pool
replaced with a regional indoor facility in 2016 is $7.3m. Any combination of options and
level of subsidy that totals less than $7.3m (and secures the development of the SAC) would
represent a financial gain to Council and a gain in securing the SAC in 2006 and its
associated facilities and benefits over and above a regional pool developed in 2016.
(4) Recommended Options
Administration has presented to Council options 2C or 2D as a means of securing and
affordmg the potential subsidy of the State Aquatic Centre. *
The existing Marion Swimming Centre site is community land and as such would require a
land revocation process to be followed subject to the Local Government Act and ultimately
the Minister for Local Government's approval of the revocation. The Marion Swunming
Centre site is also zoned Recreation Community and would need to be rezoned via a Plan

Amendment Report (PAR) to enable housing on portion of the land. Neither the community
land process nor the PAR processes are controlled by Council and in both instances are
subject to the approval of the relevant Minister.
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Consequently Administration is recommending that the Council pursue the development of

the State Aquatic Centre by contributing the balance of land at the Domain at no cost and
closing the Marion Swimming Centre.

As the sale of portion of the Marion Swimming Centre site are not guaranteed it is
recommended that in the first instance Council put forward a bid that does not rely upon land
being sold at the existing Marion Swimming Centre site. Such a bid would equate to the land
being contributed at the Domain at no cost and an annual subsidy of $200,000.
(5) Option to increase the potential level of subsidy
It is further recommended that the Government be advised that Council's initial bid (if
adopted by the Council at Domain land and $200,000pa) could be increased subject to the
outcomes of public consultation with the community in relation to the possible development
of housing on the Marion Swimming Centre site.

REPORT OBJECTIVE:
To consider presenting a bid to the State Government for the development of the State
Aquatic Centre at the Domain.

IMPLEMENTATION:
Council's resolution will be conveyed to the State Government which will consider Council's

bid by October. Assuming the Government decides to proceed with the SAC at the Domain
the next step will be to develop a Memorandum of Understanding (MOU) between the State
Government and Council.

The MOU would deal with a range of matters includmg;
• Decision making arrangements;
• Conditions and processes for payment of subsidy;
• Conditions and terms for the transfer of land;
• Community access;

• Responsibility of parties if SAC operator fails;
• Process and roles for Expressions of Interest;
• Process and roles for Tender assessment and negotiation;
• BSD matters;
• Approvals process.

CONSULTATION:
This report and the attached report titled "Fmancial and Cost Benefit Issues Associated With
Bid For State Aquatic Centre" has been reviewed and developed by the Chief Executive
Officer, Director Organisation, Director Finance and the Manager Strategic and Economic

Projects with input from Capital Strategies who were engaged to assist in the development of
bid options.
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BUDGET IMPLICATIONS:
Options equal to or less than Option 1 (at $7.3m) could be accommodated within the
Council's future budgets. The consequences of options with a Net Present Value (expressed
in 2003 dollar terms) of greater than $7.3m have not been factored into Council's Five Year
Financial Plan.

ENVIRONMENT:
Council will have the opportunity to consider environmental issues and opportunities should
the project proceed to the next stage.

CONCLUSION:
The City of Marion will, in 2003 dollar terms, incur a cost of $7.3m if the SAC does not
proceed, the Domain land is sold and building a regional indoor year round swimming centre

on the existing Marion Swimming Centre site in 2016. If the SAC does not proceed Council
will also need to market the Domain land and deal with its on-going development. The

Council would also need to deal with developing an indoor regional aquatic facility in 2016.
A number of options have been developed for Council's consideration in relation to the

development of the SAC and managing the land at the existing Marion Swmrming Centre
site.

Any combination of options and level of subsidy that totals less than $7.3m (and secures the
development of the SAG) would represent a financial gain to Council and a gain in securing
the SAC in 2006 and its associated facilities and benefits over and above a regional pool
developed in 2016.

RECOMMENDATIONS:
The Council resolves as follows:
1 Council will contribute, at no cost, the balance of the Council owned Domain vacant

land shown on the Plan attached to this Report as Appendix 2 (identified as "Land
held for State Swim Centre') together with the development rights associated with
the CouncU owned car park at the Domain, (identified as 'Car Park (100 bays)' in
the plan attached as Appendix 2), to the development of the State Aquatic Centre on
terms and conditions that will ensure the operation of the State Aquatic Centre for a
minimum term of 23 years and at a level of operation agreed between the Council
and the State Government and otherwise on terms and conditions to be negotiated,
agreed and incorporated into a Memorandum of Understanding between the State
Government and Council;

2 Subject to recommendation 8 below which details the payment of possible additional
subsidy, the Council will, if required by the State Government, be prepared to
negotiate a contribution up to a maximum subsidy of $200,000 per annum (indexed),
towards the operating of the Centre for a period of 23 years from the date of the
opening of the State Aquatic Centre;

PY
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3 Development approvals for the State Aquatic Centre, and the associated commercial

development, will be required to comply with the principles currently approved for
the site. In the event the State's PPP modelling anticipates any significant variances,

these can be negotiated in preparing the said Memorandum of Understanding.
4 The Council endorses the PPP being developed in a spirit of partnership between it
and the State Government but considers that it is the responsibility of the State
Government and its agencies to take the lead role in the assessment, structure and

securing of the PPP delivery initiative and in this regard acknowledges that the State
may need to underwrite certain financial and operator risks associated with the PPP
structure, where alternative commercial remedies are not appropriate.

5 Subject to securing the maximum amount of private funding (and, if possible,
Federal Government assistance), it is proposed that the State Government and the

Council contribute the required shortfall in the ratio to be agreed and reflected in
the said Mlemorandum of Understanding. In the event that the tender process
indicates that a subsidy is required in excess of the maximum available from the
Council, the Council reserves the right to withdraw, but only after a review of all
practical options with the State Government.

6 Council confirms that if the "Marion City Council" option is chosen, it will negotiate
and execute the said Memorandum of Understanding with the State Government

within 60 days of Cabinet approving the principles.
7 That subject to the State Aquatic Centre being developed within the City of Marion
and meeting the Council's service requirements and commitments in accordance
with the said Memorandum of Understandiug, the Council resolves to close the

IVtarion Swimming Centre on the day before the State Aquatic Centre opens as a
fully operational aquatic facility.
8 In the event that the State Government requests an increase in the Council's
financial contribution to the State Aquatic Centre, and the State Government
commits to pursue a State Aquatic Centre at the Domain in accordance with the said
Memorandum of Understanding, the Council, at that time, will consider funding

options for an additional subsidy including by way of sale of a part of the Marion
Swimming Centre land that is identified in the Plan attached to this Report
(Appendix 3) subject to any legal impediments including the outcome of the public
consultation process and the Minister agreeing to revoke the classification of the

land as community land, under Section 194 of the Local Government Act 1999.
9 The Council resolves that it will in submitting its bid to the State Government advise
the State Government via the Office for Recreation and Sport of these decisions.
10 Under Section 91(7) and (9) of the Local Government Act Council orders that the
Report "State Aquatic Centre" (ref no G6260803F01) together with all annexures
and the relevant minutes be kept confidential until 1 December 2003 after which
time the order will be reviewed.
Appendix 1: Financial & Cost Benefit Issues Associated With Bid For State Aquatic Centre
Appendix 2: Plan of Domain Vacant Land
AppencUx 3: Plan of Marion Swimming Centre

