CONFIDENTIAL REPORT

Filename: REPA4729

FILE REF: 2691 — Residential Development adjacent Aerodrome

DATE: 10" November 2008

TO: Chairperson & Members of Corporate Services & Infrastructure
Committee

FROM: A/Director — Governance, Economic & Cultural Services
via MG

SUBJECT: Developer Initiated Proposal — Residential Development
Adjacent Airport (JLKT Pty Ltd) — Land Contracts, Sale Price
and Staged Development

SUB GOAL 3.1 ECONOMIC GROWTH FOR LONG-TERM BENEFIT

1.0 BACKGROUND

1.1 Council at its meeting held on the 14™ May 2008, resolved that the proposal
by JLKT Pty Ltd has merit; and that the proposal be advertised for community
consultation purposes as per “Step 3” of the Developer Initiated Process.
(Following this step, having received no substantial and valid objections, an
independent valuation of the land was undertaken.

1.2 A valuation has been obtained and a copy of the valuation was considered by
Council at its meeting held on the 8™ September 2008. Copy attached for
Elected Members’ information.

1.3 Council at its meeting held on the 8" September 2008 resolved to invite the
developer (JLKT Pty Ltd) including any consortium/partners to provide a
presentation on the proposed residential development at Port Augusta West
adjacent the Airport as well as a presentation on previous relevant
developments.

1.4 Pat Cheetham and Tony Beamish provided a presentation to Elected Members
on Wednesday 5" November 2008.

2.0 DISCUSSION
2.1 Council has engaged Stephen Holmes of Connor Holmes Pty Ltd to undertake

a Structure Planning process for the area included within DPA 2 Westside.
The Structure Planning process will inform Council in regards to the
development of all areas included within DPA2, and will, in consultation with
BHP Billiton, identify an alternative ‘haul rode’ location, so as not to impact
negatively on any future growth of the City in this location.

Investigations will also be undertaken in regards to future requirements of
the Lawrie Wallis Aerodrome and this information will be used to determine
the outcome of the Structure Planning process and the available land
adjacent the Airport that will be able to be developed, if rezoning occurs.



2.2

2.3

2.4

The Structure Plan and a Master Plan for the development of Council land
adjacent the Airport will be submitted in due course to the Minister for Urban
Development and Planning with Council’s Development Plan Amendment #2
(Westside). The Development Plan Amendment, along with the Structure
Plan and Master Plan, will be submitted to the Minister seeking his approval
for the rezoning of land captured within this DPA.

It is important that the advancement of the proposal submitted by JLKT Pty
Ltd be undertaken in a co-ordinated and timely manner. To enable this to
occur Council will require:

1) Preparation of a contract between Council & JLKT Pty Ltd to secure the
portion of subject land, as informed by the Structure Planning process,
that will be available for development. Note: Development of this
land as proposed by JLKT Pty Ltd will only be achievable if Ministerial
approval for rezoning of the land from Primary Industry to Residential
is granted. The contract is to be prepared by Council’s Solicitors.

This contract can be prepared now, to provide security to JLKT Pty Ltd
in regards to this proposal, but will be subject to a clause noting
development of the site (whether staged or not) and the available
area will be determined on the completion of the Structure Plan. Also
that the developer will not claim any compensation from Council,
should the Structure Plan not support development of this site, or
Ministerial approval is not granted for rezoning the land from Primary
Industry to Residential.

2) Undertaking a sub-division of the land to remove the ‘Airport Proper’
land from the remainder of Lot 106 as described within Certificate of
Title Volume 5725, Folio 169.

The sub-division should be commenced as soon as the Structure Plan
has been completed and it is known if development in this location is
recommended and the area that is available for development.

3) Council’s solicitors to prepare a Land Management Agreement to be
registered against the Title with regard to the staged development of
the land.

The Land Management Agreement should be prepared and registered
against the Title prior to the transfer of the ownership of the land.

4) Approval for JLKT Pty Ltd to prepare a Master Plan of his proposed
development, in consultation with Stephen Holmes, which is to be
submitted with the Development Amendment Plan #2 (Westside) and
the Structure Plan to the Minister.

JLKT Pty Ltd should prepare the Master Plan immediately, in
consultation with Stephen Holmes, to ensure the Master Plan is
available to be submitted to the Minister along with the Development
Amendment Plan #2 (Westside) and the Structure Plan.

The development proposal submitted by JLKT Pty Ltd hinges on the outcome
of the Structure Planning process and subsequent approval by the Minister
for Urban Development and Planning to rezone this land accordingly.



2.5

Valuation

251

2.5.2

A valuation of $13,200,000 has been provided by Darcy Bruce of
Maloney Field Services (refer Appendix A) for an area of 318ha. It
should be noted that the location of the ‘haul road’ has not been taken
into account as part of the valuation and therefore the final area may
be less than 318ha.

The valuer has taken into account that the developer will need to fund
infrastructure from the ground up, in order to be able to market
allotments and that the development is likely to take a considerable
number of years to complete in its entirety. This is the reasoning
behind the variances in square metre rates, and the holding costs
(capital outlay and accrued interests, infrastructure costs etc) required
to be paid up front at the commencement of the project. The lowest
per square metre rate is based on all of the above scenarios and the
risk involved.

Demand for blocks (either industrial or residential) will dictate how
this land will be developed and the timeframe for the development.
It is almost impossible to predict what the demand is going to be, and
also the number of other allotments that will come on the market
within other sub-divisions, which could impact on the sale of land
within this development.

An over supply of allotments, could mean that land prices will fall,
which will also impact on the financial sustainability of the project.
This is the risk that the developer must consider as part of such a
large development.
Sale options:
a) Option 1:
Sell the entire area for $13,200,000 to JLKT Pty Ltd with all
future risk in regards to the development being the developer’s

responsibility.

The benefits of this option to Council are:

1) Council has the revenue from the sale of the land
immediately;
2) Revenue raised could be used to fund projects;

= Airport Redevelopment

= Infrastructure (roads/footpaths)

= Central Oval Precinct Redevelopment
3) Interest earned on the investment;
4) Increased Council Rates.

The benefits of this option to the Developer are:

1) Development costs are able to be calculated for the
entire project, knowing purchase price up front. The
development could take considered time to complete,
subject to market demands and these risk can then be
considered as part of the purchase price.

2) Infrastructure planned and developed for the entire site.



2.6

b) Option 2:

Sell a portion of the parcel to the developer, with the developer
having a call option to purchase the remainder. The sale price
would be at $15.00 per sgm as per the valuation for Stage 1
(area to be determined).

A contract with JLKT Pty Ltd would be required ensuring that
the remainder of the land will be sold to him as negotiated over
a period of time with future sale prices based on fair market
value at the time the option is exercised.

The benefit to Council in regard to this option are:

1) Council continues to own the remainder of the land.
2) Will receive a greater overall sale price, however this
would be over a much longer period.

The downside is however, that Council will only received a
smaller capital return in the short term and therefore
contributions towards other major projects would be limited.
Interest earned from the capital investment would be reduced,
as would rate revenue.

2.5.3 Sale Options Summary:

In summarising the above, the ultimate decision is whether Council
wants to achieve a large capital gain in the short term, to assist in
funding other important community projects; or achieve a greater
return from the sale of the land over a longer period of time.

It is acknowledge that in its current form, the land is virtually
worthless to Council, and the investment being made by the developer
will obviously increase its value overtime. The development
undertaken by the developer as part of Stage 1, which will be at their
cost, will definitely increase the value of adjoining land (including the
current Rural Living area).

Tony Beamish, SAS Global Property Group has also provided some
information for Elected Members’ consideration in regards to the
preferred option for purchasing this land and the basis for this option
(refer Appendix B). The project could be jeopardised if Option 2 is
approved by Council as outlined within his letter dated 14" November
2008.

DPA2 (Westside) — Staged Development of Area (refer Appendix C)

Stephen Holmes has provided information (refer Appendix D) in regards to
the staged development of the Residential Land (if rezoned) within DPA2
(Westside).

It is acknowledged that a considerable amount of infrastructure will need to
be constructed, that will accommodate waste and stormwater management
and road networks throughout this area.



3.0

4.0

5.0

It is envisaged that Stage 1 Development of this area (JLKT Pty Ltd) will be
the catalyst for developing the necessary infrastructure to facilitate
residential growth throughout the entire residential area captured within
DPA2 (Westside).

As per Mr Holmes’ letter dated 12" November 2008, it is recommended that
Council endorse a staged development process for the residential area within
DPA2 (Westside) which will be addressed as part of the Structure Planning
process.

BUDGET IMPLICATIONS

3.1

As outlined within Clause 2.5 above.

RESPONSIBLE OFFICER/S

4.1

Lee Heron, A/Director — Governance, Economic & Cultural Services.

RECOMMENDATION

Corporate Services & Infrastructure Committee recommends Council:

1.

Receives and notes the report (REPA4729) dated 10™ November 2008,
submitted by the A/Director — Governance, Economic & Cultural Services,
concerning “Developer Initiated Proposal — Residential Development
Adjacent Airport (JLKT Pty Ltd) — Land Contracts, Sale Price and
Staged Development”.

Approves entering into a Contract (to be prepared by Council’s Lawyers) with
JLKT Pty Ltd to secure the land adjacent to the Airport, for a
Residential/Industrial Development, subject to successful rezoning of the land
as part of DPA2 (Westside).

Approves selling the land ‘in-globo’ to JLKT Pty Ltd and sets a sale price of
$13,200,000 for the land.

Approves undertaking a sub-division of the land, to exclude the Airport
Proper land, as soon as the Structure Planning process has been finalised and
the actual available area of land for the development has been determined.

Approves the staged development of the residential area (if rezoned)
identified within DPA2 (Westside). Guidelines/Policies will be included as part
of the Structure Planning process in regards to the staged development of
this area.

L HERON



GLOBAL PROPERTY GROUP

Laewsce 343 OLOBAL FRCREFTY GROUP PTY LTD
AN 14 550 120 VN

Dear Joy,

Firstly thank you very much for giving me the opportunity to mest with you ol at the start of
the manth, 1 loak frwand 10 seeing you soon sgain when this devslopment becomes further
scharoed.

AS you are awara, thare is 3 ot of time and money imaived In the setup of any devalopmant
and the plisning work that goes into this is vast and complicated.

[ have had contact with Mr Chaetham and my olfwer consukants hawve besn advised that the
Port Augesta Cound| 8 considering a staged sale as an option.

With this in mind there are a few points 1 weuld lke to tring to your attention so you

understand why this must be the whole land as agreed In our meeting with you 2l earber in
the month and not a fragmented sale.

1, The inkial design required for the services Inchading but not Bmibed 10 sewerage

fragmented position then a fragmented process will be embarked wpon taking

apendas,
4. The financial statilty and capabiity of the developer to carry out the Project.
5. The sales of the groject o be staged in an onderly fashion.

GROUND MLDOR, 7-9 VENTNOR WWENUE WEST PEITH Wi 6005
FOSTAL; FO BOX 960, WEST PERTH Wi 6472
TELEPHONE: (DB] 9320 1817 FACSIWILE: OB 9321 7RSé
WEHSITE: www.szscomas EMAIL property @ ses comas

PROPFRTY PEVELOPMENT - PROPERTY SYNODICATION - PROJECT MANAGEMENT

APPENDIX B



Owr company is interested in the oversll dewslopment not in small parcels of Qand. For the
sbove ressons we would be forced to reconsider our pasition In relation 10 being part of the

Port Augusta west development should 2 staged sake be forced on us.

Again, 1 thank you for your time and look forwarnd 10 making this project & grest success for
l inwclved and the Mubure of Porl Augusts,

Kind regards

P

Anthany Beamish
Mansging Director
SAS Global Property Group Py Lid




APPENDIX C

Indicative map of area affected by Port Augusta West Structure Plan and
Development Plan Amendment (DPA 2).




APPENDIX D

CONNOR

HOLMES

Development Advisors

Faf Mz JTOA008

12 November 2008

Mr Lee Heron

ADirector - Govermnance, Economic & Culural Services
Fort Augusta City Councll

PO Box 1704

PORT AUGUSTA 8A &TOD

DearLee
FOST AUQGUITA WERT - REZONING LAND

Furiner 10 cur recent discussions pertaining %o Council's approach to rezoring land at Port Augusta
West, we confirm that R may be aporopriste 10 consider ine infroduction of a staged approach to
e develiopment of the proposed Residential Zone 30 as to ensure:

(1) key nfrastructure IS In piace before smal scale development ocours ahich cannct deliver
headworts infrastucture in iz can rignt

(2} the mmedale prospecive residential land supdly crealed Dy Ihe rezoning is not 50
cveransiming in scale a3 10 discourage the State Government or Minister from proceeding
with e rezoring

There |s broad acceptance of this as an approach, with the use of staging o create a focus or
segquence of development quile common within the Deveicpment Pian and e Metopoitan
Deveicpment Program. For example:

*  Land ceveicpment at Aldinga s s5aged %0 specHzally restrict ceveicpment on Stage 2 lands
untl 3 spacifc tweshole of develcpmant Fas Deen pazses on Stage | and:

- Tre Metropoilian Develiopment Program segquences ihe ceveiopment of iand inte Stages 1, 2
and 3. with the Intertior of matching Infrasiruchurs Investeent fo Tose stages

iz noled hat the cra® Master Flam for Port Augusta (Flanring SA, August 2008) denifes
readworks infrasiructure staging as a key element of grow®™. Moreover, It states “Comtinuay
mononng of popuiation growsh rafes, demograghics, femporayy residents and vistior numbers,
consumpodion of land, and marker frengs wil be critica over coming years o condnue fo Intrm e
provision of approprarely Toned and, adationa! housing and services, and the staging of
infrastructure prowsion.”

This Is a clear acknowiedperment an the part of the State Government that land supply, demand
and erastructure are [inkec and that staging of development apporurites is an aporopriate
rezponse 1o e progressive dedvery of Infrastructure capacity within Fort Augusta West, or indesc,
any part of the City.

Sur approach 10 siaging might involve the following:

({1} Create 3 single Residentisl Zone over the whole Fort Augusta West area bul desigrale
spechc arcas a3 Stage 1 or Stage 2 on the Structure Plan

Casemns Fabass Py Led
ARN 0 e 110

B Varkhe umes
Advbinle 34 @
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(2) Introduce poicies that co not pesmit development of Stage 2 land uml:

(@l hkey infrastucture has been estabilshed o serve the wider area, for exampie:

3 wasle water eatment siant

3 waste water recycing system nvoiving restment, storage anc refculston system
3 stommaater network, Incorporating wetiands, storage and reticulation system
provision of sealed road access $o Addison Sioad and / or Carocra Road

Sririey Sreet upgrade

(&) notiess tham 30% of lands designated as Stage ¥ have besn ceveloped for housing

L

(3} Development reguired to oCcur It accordance with the Stucture Plan which provides for
correctivity of the road netacrk, open space sysiem and stormwaler system, pecestrian and
CyCie movement sysiem and e localion of key communRy services and faciles.

An aterrative 10 (2i(b) might be 10 be more specific about the pleces of infastruciure that are
required 1o be In place before ceveiopment In Stape 2 can commence. Such an approach aveids
e nead o specly a Ime or cacuiale an amount of development that needs o occur defore Stage
2 can commence.

‘Aie can be maore spechc about Te infrastruciure Triggers orce '‘Aiayre Prillos and Associates
provice us with Telr ibput info the efrastructurs Flan. Hopedily, we will have a preiminary
position in about 2 weeks.

Yours sincerely
LONNOS HOLMED FTYLTD

STEPHEN HOLMES
Cirector



