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REPORT FOR: Council 
  
MEETING DATE: 22 October 2012 
  
REPORT FROM: City Manager 
  
REPORT TITLE: Request to Vary Agreement for Port Augusta Airport Land -

Contract for Sale and Purchase 
  
FILE NAME: F10/610 RECORD NO: AR12/23783 
 
 
STRATEGIC PLAN SUB GOAL/S  
  
2.1 A positive & progressive image of our City. 
  
3.1 Economic growth for long-term benefit. 
  
4.2 Plans for the provision of additional infrastructure to meet the needs of our growing 

community. 
  
6.2 Optimise the use & management of the council’s financial & physical resources. 
 
 
PURPOSE 
 
To seek Council’s decision in response to a request to vary the Agreement for the Port 
Augusta Airport Land - Contract for Sale and Purchase. 
 
 
RECOMMENDATION 
 
Council: 
 
1. Receives and notes the report (AR12/23783) dated15 October 2012, submitted 

by the City Manager concerning “Request to Vary Agreement for Port Augusta 
Airport Land - Contract for Sale and Purchase.” 

 
2. Advise Mr Cheetham that the settlement price for stage 1 would be $11,300,000 

calculated in accordance with the in-globo valuation on which the original total 
valuation was based. 

 
3. Should Mr Cheetham wish to proceed in light of the above information,  

authorises the City Manager to negotiate a varied Agreement with Bowhill 
Properties Pty Ltd for consideration by Council with a focus on achieving the 
following outcomes: 

 
3.1  Bowhill Properties Pty being able to settle stage 1 of the land as identified 

in the plan of Attachment 1 (AR12/23786) notated as Parcel 1. 
 
3.2  Settlement of stage 1 occurs in line with the requirements embodied in the 

existing Contract for Sale and Purchase dated 18 June 2010.  
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3.3  The development of any retail facilities in stage 1 to be scaled 

proportionately to the then existing catchment population. 
 
3.4  The purchase price for settlement of stages 2 and 3 be subject to 

valuation and negotiation at the time of settlement. 
 
3.5  Bowhill Properties Pty Ltd be required to transfer to Council the intellectual 

property contained within the Master Plan required by Clause 21 of the 
existing Sale and Purchase Agreement in the event that Bowhill Properties 
Pty Ltd does not proceed with the purchase of stages 2 and 3 of the land. 

 
3.6  Out of date timelines in the current Contract for Sale and Purchase and 

other amendments to reflect the current situation with the project also be 
addressed.  

 
3.7 Require Mr Cheetham to contribute 50% of Council’s legal fees in having 

the agreement amended. 
 
 
BACKGROUND 
 
In 2010 Council finalised an Agreement with Bowhill Properties Pty Ltd for the Sale and 
Purchase of the Port Augusta Airport land. That Agreement required the purchase of the 
land in one transaction once the rezoning was achieved and for the land to be developed 
in a comprehensive manner relative to market forces and in accordance with a Master 
Plan. 
 
The path to rezone the land has been tortuous and frustrating but it is understood that 
approval of the Development Plan Amendment by the Minister for Planning is imminent. 
In view of the changed circumstances since the negotiation of the Agreement, Mr Pat 
Cheetham Director of Bowhill Properties Pty Ltd is seeking Council’s approval to vary the 
Agreement. 
 
 
DISCUSSION 
 
At attachment 2 is Mr Cheetham’s emailed request (AR12/23633) seeking Council’s 
consideration to vary the Agreement. 
 
The current Agreement requires that settlement of the land occur once a plan of division 
is lodged in the Land Title’s office; however that plan cannot be lodged until the 
Development Plan Amendment is authorised and a land division process finalised. The 
settlement requires payment of around $13m. This valuation was based on a broad acre 
(in globo) valuation and in regard to the settlement occurring at one time.  The original 
valuation separated the land into three different sale price areas as follows: 
 
 1) First 50ha @ $150,000 per ha ($15 per sqm)    $7,500,000 
 2) Second 50ha @ $70,000 per ha ($7 per sqm)  $3,500,000 
 3) Balance of land 218ha @ $10,000 per ha ($1 per sqm)  $2,180,000 
 
The basis for reducing the balance of the land (being 218ha) to $1 per square metre, 
was that the developer, in purchasing the land in-globo (e.g. in it entirety), would be 
required to pay substantial holding costs over a period of time for the component of the 
land that was not developed in the short term.    Based on the above valuation, the sale 
price of the land for stage 1, being a total of 130.64ha, would equate to $11,300,000. 
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Mr Cheetham is now wishing to purchase the land in three stages with settlement of the 
second and third stages being unknown and potentially uncertain. The request is also to 
enable all of the commercial land to be included in the first stage of purchase. This 
arrangement could lead to the development of the retail centre without stages 2 and 3 
occurring and thus before there is demand within its natural catchment, thus leading to 
retail customers being drawn from other areas of the City leading to stress on 
profitability of businesses across the City. If there is to be any variation agreed to as 
sought this aspect will need to be addressed. 
 
In a pragmatic sense it can be understood why Mr Cheetham is wishing to mitigate his 
risk in a changed market, by the same token Council will wish to ensure that the Airport 
Land is developed in a comprehensive manner, that retail development is staged relative 
to the population of its immediate catchment and that the price at which stages 2 and 3 
are agreed to be sold at reflect the value of the land at the time that settlement occurs; 
thus ensuring that the community is compensated for holding the risk during this time 
rather than it resting with Bowhill Properties Pty Ltd as is the current arrangement. 
 
In view of the substantial commitment by Council and Mr Cheetham during the last five 
years, it would be just reward to achieve development on this land and to achieve some 
capital inflow of funds to the community via Council. The one outcome that should not be 
allowed to occur is for development to fall over. Such an outcome would reflect on 
Council and the City even thought the delays have been as a result of State Government 
bureaucratic processes and such an outcome would cause developers and financiers to 
shy away from Port Augusta in the future. 
 
Council’s aim should be to achieve development that is affordable for the developer, 
provides a fair return to the community and enables the community to achieve improved 
benefits as the value of stage 2 and 3 appreciate over time. Recent media in Attachment 
3 (AR12/23798) highlights that with the opening up of the Woomera Protected Area for 
mining ventures together with the eventual Olympic Dam expansion that Port Augusta is 
the premier place for fly in fly out workers to be located. In this light the value of the 
land in stages 2 and 3 is likely to appreciate over time and with Council retaining 
ownership it is likely that better returns will be achieved for the community. There is no 
doubt that Mr Cheetham will want to retain the current $13m in globo valuation as the 
basis for staged settlements; however the true value of that amount has already 
reduced over the time that it has taken to get to this stage let alone the slippage in true 
value that would occur with delayed settlements.  
 
 
CONFIDENTIALITY PROVISIONS 
 
Pursuant to Section 90(3)(d) of the Act, the information to be received, discussed or 
considered in relation to this Agenda Item is commercial information of a confidential 
nature (not being a trade secret) the disclosure of which could reasonably be expected 
to prejudice the commercial position of the person who supplied the information, or to 
confer a commercial advantage on a third party. 
 
It is considered necessary to discuss this report in confidence and that the principle that 
the meeting be conducted in a place open to the public has been outweighed in the 
circumstances because the disclosure of this information may result in a competitor 
receiving the information to the detriment of the developer. 
 
It is recommended that Council maintain the confidential provisions as outlined above 
until lodgement of a formal development application. 
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RISK MANAGEMENT 
 
1: Financial/Budget 
Council currently has an Agreement whereby Bowhill Properties Pty Ltd is required to pay 
Council in the order of $13m for the Airport Land. The Developer is seeking an 
amendment to that obligation that Council should consider. Should the developer not be 
able to proceed with the current agreement Council will retain the $250,000 deposit that 
is held in trust by Council’s lawyers. In this situation Council would retain the land the 
value of which will be improved by the imminent rezoning to residential. 
  
2: Legal 
Council’s lawyer Mark Sallis will be involved in drafting the necessary legal documents 
for Council consideration. 
 
3: Environment 
n/a 
 
 
4: Community 

4.1 General 
The community has had the ability to have input into the rezoning process 
that will accommodate this development. The Airport land is a large capital 
asset owned by the community through Council and the sale and 
development of this land will bring added benefits to the City though 
capital inflow to Council, increased population and move-ahead image as 
development proceeds. 

4.2 OPAL Program 
N/A  

 
 
 
 
GREG PERKIN 
17/10/2012 
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