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COMMUNITY VISION & STRATEGIC PLAN OUTCOMES  
  
1 We Thrive 
1.4 Develop partnerships to attract investors in business proposals and new 

developments that contribute to a diversified and robust economy. 
  
2 We Create 
2.1 Provide facilities and programs that support creativity and excellence in recreation, 

sport and the arts. 
2.2 Establish dedicated creative spaces that contribute to a vibrant community. 
  
 
PURPOSE 
 
To provide Elected Members with an update on the negotiations between Council and the 
State Government regarding the acquisition of surplus TAFE SA buildings, including the 
Cinema Augusta Complex and seeking a direction forward. 
 
RECOMMENDATION 
 
Operations Committee recommends Council: 
 
1. Seek the State Government’s commitment to enter into a 5 year lease with 

Michelle and Roger Coles, to ensure the continuation of a Cinema in Port Augusta, 
with Council being prepared to contribute, up to $10,000 annually for 5 years, to 
the lease cost in order to retain a Cinema in the City. 

 
2. Approves a delegation comprising the Mayor, City Manager and Director – City & 

Cultural Services meeting with Minister Gail Gago, to outline the restrictions that 
currently apply to Council, resulting in Council’s inability to accept the State 
Government’s offer at this time. 

 
3. Seek the Ministers support for Council to revisit this offer, contained within the 

letter dated 17 April 2014 from the Chief Executive of DEFEEST contained in 
Appendix A, within the next 5 years, once Council has had an opportunity to 
finalise current projects, retire a large part of its debt and strategically considered 
the future use and costs associated with owning and operating the surplus TAFE 
SA buildings including the Cinema Augusta Complex. 

 
BACKGROUND 
 
The saga of the Cinema Augusta lease has been ongoing since early 2011 and operators 
Michelle and Roger Coles have been negotiating with the State Government in an 
endeavour to secure a longer term lease of the Cinema Augusta Complex, which is 
located within the old TAFE SA theatre. 
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During these negotiations it was proposed by Michelle and Roger Coles that perhaps 
Council could take control of the Cinema Augusta Complex and therefore Council became 
embroiled in these negotiations, with a further offer being placed on the table by TAFE 
SA for the transfer of the adjoining two storey and single storey buildings which are 
surplus to TAFE SA requirements. 
 
Council considered a report in September 2013 outlining the offer of these buildings and 
Council at its meeting held on 23 September 2013 resolved: 
 
1. In principle supports the proposal of the State Government for Council to assume 

responsibility for the portion of Section 1167 in CT5554/414 which comprises the 
Cinema Augusta, adjoining office and two storey building, at no cost and in fee 
simple from the State Government with no trusts, dedications or reservations 
attached, subject to Council reaching agreement with Cinema Augusta to ongoing 
leasing arrangements. 

 
2. Seeks Ministerial approval for the transfer of the property in fee simple, as stated 

above. 
 
3. Receives a further report, once the Minister has made a determination in regard 

to Council’s preferred transfer option, outlining the financial impact of taking over 
responsibility for this property. 

 
A letter was forwarded to Mr Peter Klar, Executive Director, Corporate Services, 
Department for Further Education, Employment, Science and Technology on 27 
September 2014, outlining the Council resolution in relation to this matter. 
 
It should be noted that the current lease of the Cinema Augusta Complex expires on 30 
June 2014.  It is understood that the State Government are continuing their negotiations 
directly with Michelle and Roger Coles, as a meeting has been scheduled for 6 June 2014 
with Michelle and Roger Coles, Mayor Sam Johnson, Hon Gail Gago, Minister for 
Employment, Higher Education and Skills, Senator Nick Xenophon, and Dan van Holst 
Pellekaan, Member for Stuart.  
 
DISCUSSION 
 
1. Surplus TAFE SA Buildings 
 
 On 24 April 2014 Council received a response (refer Appendix A) to the letter 

forwarded to Mr Peter Klar in September 2013, advising that the State 
Government would support a commercial sale of the buildings subject to the 
following: 
 
1.1 The property be valued at the date of transfer to determine a market 

value. 
1.2 If the property is then sold an amount equivalent to the market value to 

returned to the State; and 
1.3 All proceeds above this market value to be returned to the Council. 

 
 In 2011, the property was valued at $2.2m based on the following calculations, 

as outlined within a valuation report prepared by Valcorp Australia Pty Ltd: 
 

Site Value  $1,180,000 
Added value attributed to Improvements: 
Buildings 
Site Improvements 

 
$2,060,000 
$     70,000 

 
 
$2,130,000 

TOTAL VALUE  $3,310,000 
 
Less Approximate Upgrade Costs 

 
 

 
$1,200,000 

Net Value (rounded)  $2,110,000 
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 The above estimated upgrade costs, are identified as mechanical, electrical, 

hydraulic, fire protection costs only and do not include structural, stormwater, 
drainage and plumbing issues associated with the Cinema Augusta Complex.    
Any refurbishment of the buildings would require additional expenditure, on a 
case by case basis, as the buildings are redeveloped for identified occupation 
purposes.   

 
 Asbestos removal would also be required as part of any such upgrades and this 

component alone can be very expensive, and have not been included within the 
estimated upgrade costs identified above.  For improvement access to the second 
floor, it would also be appropriate to have an elevator installed to replace the 
current chair lift.  Depending on whether an elevator could be installed within the 
current building structure or externally, such an installation could be in the 
vicinity of $300k as a minimum.  

 
 Council acknowledges the great opportunity that taking over responsibility for 

these buildings may have for the community, due to its location adjacent the 
Augusta Highway and being within the Central Oval Redevelopment precinct, 
however also has to consider the financial implications that this will have on 
capital and recurrent funding, and how this could be managed effectively.   

 
 Further, any statutory costs associated with regard to a sub-division, separation 

of services and stamp duty costs should not have to be paid by Council. 
 
 Council’s current commitment to the redevelopment of the Central Oval Precinct 

($20m) and the Airport Terminal ($1.2m) will have a significant financial impact 
on annual budgets for a number of years, and Council’s first priority must be to 
complete these two projects.   The extension to the Carpenters Landing Boat 
Ramp has commenced at a value of $500k, of which Council is responsible for 
contributing 50% of the funding.    

 
 In addition to the above strategically important projects, Council is also working 

with the State Government to have the Civic Centre Precinct land including, Town 
Hall, old vacant Police Station Site and Old District Courthouse and Old Croquet 
Club land sold and redeveloped.  The State Government have indicated that if the 
land is not sold on the open market, they will then be prepared to negotiate with 
Council on how best to have this land developed.    Council therefore needs to be 
in a position to action these projects, if the land is not sold.  An outcome on these 
properties should hopefully be known within the next twelve months. 

 
 Council has also resolved to provide support to finding the Port Augusta Boxing 

Club, Port Augusta Vehicle Restorers Club and Port Augusta Model Engineers 
Society new facilities if they are required to vacate their current premises due to 
their current sites being required for other purposes (e.g. aged accommodation 
and Civic Centre Precinct redevelopment).   

 
 As members are aware, the current Long Term Financial Plan is predicated on 

reducing total debt levels using funds from the sale of the Airport land and 
maintaining a commitment to the capital required in the annual budget. Given the 
uncertainty around the availability of funds from the Airport and also given 
Council’s commitment to Central Oval and Airport re-development, there is 
limited scope to provide the capital required to complete a major upgrade of the 
TAFE buildings from a loan. That said, if an anchor tenant could be found from 
Government or the private sector to rent a part of the building, these funds could 
be used to self service a loan. 
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 Although the offer made by the State Government appears to be very good, the 

costs associated with the required upgrades to the buildings will be significant.  
Council would need to achieve an anchor tenant to provide a permanent income, 
along with the Cinema Augusta operators, to assist in financing the annual 
operating costs, with perhaps community groups utilising space having to pay for 
outgoings.  Currently, many of Port Augusta’s community groups have access to 
Council properties under peppercorn leasing provisions, and this would have to be 
reviewed in the long term. 

 
2. Cinema Augusta Complex 
 

The Cinema Augusta Complex lease expires on 30 June 2014 and Michelle and 
Roger Coles have been in negotiations with the State Government for a number 
of years, to have approved a longer term lease arrangement.  
 
Councils negotiations with the State Government in relation to taking over 
ownership and operating the surplus TAFE SA buildings including the Cinema 
Augusta are likely to take some time to complete and to ensure the operation of 
Cinema Augusta continues in the interim, it is considered appropriate that the 
State Government approve entering into a 5 year lease with the Cinema 
operators.    
 
Council is, and always has been, very supportive of Cinema Augusta’s plight to 
secure a long term lease arrangement, to give them some permanency and 
stability in regard to continuing their service to the community of Port Augusta. It 
is understood that the lease fees and outgoings costs paid by Cinema Augusta 
operators, may not cover the State Governments annual costs for maintaining 
this portion of the TAFE SA building and therefore it is recommended that Council 
consider contributing to this lease cost, up to a value of $10,000 annually, in 
order to retain a Cinema in Port Augusta.   This option should be raised with the 
Minister when the Council delegation meets to discuss the surplus TAFE SA 
buildings offer.  

 
CONFIDENTIALITY PROVISIONS 
 
The Council is satisfied that, pursuant to Section 90(3)(b) of the Act, the information to 
be received, discussed or considered in relation to this report is information the 
disclosure of which could reasonably be expected to confer a commercial advantage on 
an entity with whom the Council is proposing to conduct business. 
 
In addition, the disclosure of this information would, on balance, be contrary to the 
public interest.  The public interest in public access to the meeting has been balanced 
against the public interest in the continued non-disclosure of the information.  The 
benefit to the public at large resulting from withholding the information outweighs the 
benefit to it of disclosure of the information.  The Council is satisfied that the principle 
that the meeting be conducted in a place open to the public has been outweighed in the 
circumstances because Council needs to be able to negotiate an acceptable arrangement 
with the State Government to continue the Cinema Augusta operation for the betterment 
of the community. 
 
That having considered this report in confidence under Section 90(2) and (3)(b) of the 
Local Government Act 1999, the Council, pursuant to Section 91(7) of that Act orders 
that the ‘Transfer of Cinema Augusta and Other TAFE SA Port Augusta Buildings’ report 
be retained in confidence until negotiations have been finalised and that this order be 
reviewed every 12 months if negotiations extend past a twelve month period. 
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RISK MANAGEMENT 
 
1: Financial/Budget 
A detailed cost benefit analysis would need to be undertaken in relation to this proposal 
to ensure that expenditure costs and revenue streams are identified and the 
sustainability and financial viability of owning and operating these buildings is fully 
investigated.  
 
If Council support contributing up to $10,000 annually towards the lease fees for the 
Cinema Augusta Complex, this financial commitment would equate to $50,000 over the 
next 5 years, which is inline with the period of time being sought by Council to finalise 
negotiations with the State Government over the TAFE SA surplus buildings offer. 
 
2: Legal 
Section 36 of the Local Government Act 1999 provides that Council has the legal 
capacity of a natural person and, in particular may enter into any kind of contract or 
arrangement. 
 
Section 48 of the Local Government Act 1999 provides that a Council must obtain and 
consider a report that addresses the prudential issues set out in subsection (2) before 
the council engages in any project (whether commercial or otherwise and including 
through a subsidiary or participation in a joint venture, trust, partnership or other similar 
body, where the council considers that it is necessary or appropriate.  In this case, it 
may be considered appropriate that such a report be presented to Council for 
consideration. 
 
3: Environment 
It is proposed as part of the Central Oval redevelopment to improve the garden area of 
the TAFE complex along the National Highway boundary to improve the amenity of this 
precinct and provide an improved vision of Central Oval to passing vehicles. 
 
4: Community 

4.1 General 
 
The community have been very vocal with regard to supporting Cinema 
Augusta’s ongoing service to the community and the State Government 
have made it clear that they do not wish to continue the current leasing 
arrangement with the Cinema operators, as this is not part of their core 
business.   State Government would like to have Council assist in taking 
over this responsibility for the benefit of the community and it is important 
that Council provide support where possible.  It is also important that 
Council very carefully consider the full financial impact of taking on this 
whole area, prior to making a final decision on the matter. 
 

4.2 OPAL Program 
  Not applicable.  
 
 
 
 
Lee Heron  
07/05/2014 
 





 7 



 8 



 9 



 10 



 11 



 12 



 13 



 14 



 15 



 16 



 17 



 18 



 19 



 20 



 21 



 22 



 23 



 24 



 25 



 26 

 


