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File Reference: Project ID 100265

Summary

Presenting report with business case, concepts and options to progress the proposed
Queanbeyan Civic and Cultural Precinct (QCCP) including the QPRC Head Office, to
development application.

Recommendation

That Council:
1. Note the report on the Queanbeyan Civic and Cultural Precinct, including the QPRC
head office.

2. Endorse the concept, uses, business case, and the plan of subdivision for the
Queanbeyan Civic and Cultural Precinct and head office building shown as Option
5.

3. Place the design and business case on public exhibition, and report back to Council
with feedback.

4. Lodge a Development Application for the Queanbeyan Civic and Cultural Precinct.

5. Submit a capital expenditure report for NSW Office of Local Government and NSW
Treasury Corp, to enable the raising of debt as outlined in the report.

Background

Several public reports and councillor workshops have been provided on the matter of
consolidating over 200 Queanbeyan-based staff into a single modern head office, in turn
releasing several CBD properties for sale or redevelopment. Relevant resolutions are at
Attachment 1.

Having confirmed the preferred site for the office at 257 Crawford St and authorised the
demolition of the old administration building built in 1970s, several Councillor workshops were
held to examine head office site options, concept designs, financials and feasibility over the
past 18 months. Workshops were also held with Downtown Q (DQPL) to explore the proposed
adjacent site redevelopment of the cottages to be vacated in Rutledge St, and the repurposed
heritage buildings (Old Fire Station and Dutton’'s Cottage). The redevelopment is subject to a
heads of agreement (HoA) and proceeding in accord with the stages of that agreement.

The Civic and Cultural Precinct/head office building options considered:

floor plate

height

impact on adjacent potential redevelopment

impact on adjacent heritage buildings

impact on or by existing infrastructure

different levels between buildings

integration with the Q, Bicentennial and chambers, and potentially the library

space to accommodate future growth

internal uses (reception, customer, exhibition, meeting rooms, conference space,
future chambers, government office, smart hub, commercial office space, QPRC office
space, green spaces)

external uses (basement and at-grade parking, public realm, pedestrian flows)

¢ alignment with QCBD spatial masterplan

financial implications

Page 1 of the Ordinary Meeting of the QUEANBEYAN-PALERANG REGIONAL COUNCIL held
23 October 2019.
Cr Tim Overall — Mayor, Chairperson
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The table below illustrates the approximate area and use per level per tower, at a total
construction estimate of $52.8m and a further $22m in oncosts such as consultants and
contingency:

Area COSTS ($M)
North South
Tower [Tower [Total Total With
GFA(le NLA(MZ) NLA(Mz) NLA(Mz) Use Build Cost |Fitout Cost|Trade Cost |on-costs
Level 5 827 637 637| COMMERCIAL 2,475 393 2,867 4,060
Level 4 816 637 637|COMMERCIAL 2,718 332 3,049 4,317
Level 3 1,320 605 488 1093|COMMERCIAL 5,240 608 5,848 8,280
Level 2 1,736 605 903 1508|QPRC ADMIN 4,386 2,580 6,966 9,863
Level 1 1,737 605 903 1508|QPRC ADMIN 4,789 2,881 7,671 10,860
Mezzanine 1,347 507 650 1157|COMMUNITY 3,651 2,073 5,724 8,104
COMMUNITY /
COMMERCIAL
Ground 1,066 406 293 699|/ COUNCIL 6,595 3,438 10,034 14,206
Integration 330 308 308[COMMUNITY 2,527 403 2,930 4,149
Public realm 6,500 6,500 COMMUNITY 3,702 334 4,036 5,715
Basement 4,466 4,466 COMMUNITY 3,706 - 3,706 5,247

A councillor workshop on the business case is scheduled on 22 October 2019.

Implications
Legal

Several legislative obligations rest with the Local Government Act 1993 (s8A, 8B) and the
Workplace Health and Safety Act 2011. In relation to the LG Act:

e 8A (a) Councils should provide strong and effective representation, leadership,
planning and decision-making.

e (b) Councils should carry out functions in a way that provides the best possible value
for residents and ratepayers.

¢ (f) Councils should manage lands and other assets so that current and future local
community needs can be met in an affordable way.

e (i) Councils should be responsible employers and provide a consultative and
supportive working environment for staff.

¢ 8B (a) Council spending should be responsible and sustainable, aligning general
revenue and expenses.

¢ (b) Councils should invest in responsible and sustainable infrastructure for the
benefit of the local community

¢ (c) Councils should have effective financial and asset management

Policy

The Cost Attribution and Sustainable Design for Buildings Policy have been considered in the
design and funding models for the head office. In line with procurement practice, the following
elements were considered as critical to delivery of the QCCP project, and on balance,
proceeding with a separate architectural design contract and a head construction contract was
considered optimal.

Page 3 of the Ordinary Meeting of the QUEANBEYAN-PALERANG REGIONAL COUNCIL held
23 October 2019.
Cr Tim Overall — Mayor, Chairperson
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iv.  Property operational and maintenance costs
a. Consolidating staff from 11 buildings into the new head office mitigates the
capital expense of upgrading those buildings to acceptable standards
b. Removes cost of maintenance and operations (water, energy etc) of those
buildings, currently used as office accommodation
c. New buildings has reduced energy and water consumption footprint
v.  Community centres
a. Potentially returns RB Smith centre and part of existing 253 Crawford St
building to community uses

The old administration building was demolished in late 2019 and replaced with temporary car
park and grassed area.

The renewal and upgrade of the assets mitigates several elements of the asset backlog and
associated financial ratios.

The existing and proposed subdivision layout is attached, with the head office, Bicentennial,
Q Theatre, civic plaza and carpark residing on new Lot 1. The adjacent Lot 2 is the site to be
sold to DQPL for redevelopment, subject to progressing through the stages of the heads of
agreement and DA. Council had previously endorsed the subdivision process.

The project proposes to sell (under the terms of the HoA with DQPL; by EOI; or by strata) the
following properties, and forms part of the capital funding of approx. $20m:

i.  10-16 Rutledge Street (cottages)

ii. Part 257 Crawford Street (heritage buildings)
iii. 6 Rutledge Street (library)
iv.  Strata floor level/s of new building

The independent business case prepared by APP (provided under separate cover for
councillors), considers the following scenarios:

Do Nothing (absolute minimum)

Refurbishment of existing buildings

Build all functional requirements, including one level commercial
Reduced version of 3

Reduced version of 3 plus library

oRwN-=

Key elements of the business case include:

Needs analysis

Benefits and expected outcomes
Options analysis

Financial assessment

Estimated outcomes by option
Risks and mitigation

Delivery model analysis
Timeline

Page 7 of the Ordinary Meeting of the QUEANBEYAN-PALERANG REGIONAL COUNCIL held
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Social / Cultural
The proposal brings together a number of benefits:

Community

Community gathering, meeting, reception, and performance spaces
Smart public realm and parking; feature building lighting; cladding sympathetic to
adjacent heritage; materials endemic to QBN (rock, water, timber etc)

e Improved interaction with and access to staff
Activation of civic square, heritage buildings, Crawford Street, and retention of
significant trees

* Pedestrian access through Crawford to Lowe public realm

Commercial

e Office workers, smart hub activation, start-ups, central meeting/collaboration space,
online education space, retail spaces, café (fire station) patronage

e Site/s redevelopment is catalyst for QCBD transformation

* (potential) NSW office presence

Culture
+ New foyer, gallery to Bicentennial and Q
+ Integration head office with chamber, conference and performance spaces
« Civic receptions, break-out space, exhibition space
e Library integration, utilising common reception, meeting, lifts, amenities space

Council

* Consolidates 200+ staff from 11 buildings (cottages, club buildings) into contemporary
‘activity based work’ (ABW) head office, with improved productivity

Incorporates room for office expansion and integration

Integrated use of meeting rooms and break-out spaces to support conference uses
Integrated service centre — library, customer

Efficient use of solar access, energy, water, movement and meeting spaces; promotes
active transport

Improved interaction with and access to staff

Community and QPRC secure car parking

Building/s with strong civic presence

The table below summarises the mix of uses, area (m2) and estimated costs:

Use Area m2 Est Cost $m %

Community (meetings, exhibition, integration, parking, 13,136 31.322 41.9
public realm, library, pedestrian access)

Commercial (government office, lettable office, 2,068 16.802 225
commercial tenancy/smart hub)

Council (office, meeting, service desk, support, end trip) 3,309 26.678 35.6

Page 8 of the Ordinary Meeting of the QUEANBEYAN-PALERANG REGIONAL COUNCIL held
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The project will progress to lodge a development application, be publicly notified and be
independently assessed and determined (by JRPP).

Financial

At $74.8m, the civic and cultural project is significant, raises substantial debt and has grants
and property sales (or planning agreement) in prospect to support the capital expenditure. The
value of the public realm is supported by these works being undertaken by Downtown Q
(DQPL), or the cost recovered through a planning agreement (LPA).

The debt is to be serviced by lease income, and savings generated by merger, vacated
buildings, and other savings identified in service reviews. Project management will be
administered in house.

No special rates allocations or an SRV are proposed.

The building, public realm and parking, and integration with The Q and Bicentennial is
estimated at $52.8m (based on QS estimates). In addition - project management, consultant
and architectural fees, and provisions for cost escalation and contingencies — equate to a
further 40% ($22m).

Preliminary estimates for the head office and smart hub in the 2018 Delivery Program and
LTFP - excluding those oncost provisions, and excluding the integration of library,
Bicentennial, Q, parking and public realm - was $42m.

The independent business case prepared by APP will also form the basis of the capital
expenditure review report for submission to NSW Office of Local Government and Treasury
Corp. That report seeks approval to raise debt, confirming the project does not place Council
in an unsustainable financial position and compromise key financial ratios.

Pending Council’s decisions and the result of tenders, the financial plan will be updated next
year. The business case indicates the key financial ratios (asset, debt service, operating
result) remain in the sustainable range.

Subject to detailed design, updated QS estimates and any shifts in contingencies, the tables
below summarises the capital funding and debt servicing sources.

Program Expense Funding source Amount
Code Type
Capital Debt (after sales) $m 50.926
Grant (culture/library) 1.923
Sale (by strata) 12.796
Sale (by LPA) 3.956
Sale (by EOI) 3.000
Project management (internal) 2.245

Page 11 of the Ordinary Meeting of the QUEANBEYAN-PALERANG REGIONAL COUNCIL held
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Principal and interest payments are estimated at 2.5% fixed for 20 years (currently 2.25%:
source NSW TCorp):

Program Expense Funding source Amount
Code Type
Operating Merger and procurement savings $m 1.848
Buildings (vacated) operational savings 0.330
Cost Attribution (water, sewer, waste) 0.817
Lease income 0.272

As the Business Case illustrates, the project will be fully debt funded initially ($72.6m), with
proceeds of sale (government strata, cottages LPA, and library $19.7m) reducing that debt
early. In that circumstance, two loans would be drawn in tranches commencing in FY20 (to
recoup initial spend on architectural and demolition expenses):

1. $50.9m @ 20yrs (TCorp currently 2.25%)

2. $20m @ 5yrs (TCorp currently 1.89%)

3. $2m @ 2yrs (internal at 2.5%)

An alternative to above may include internal borrowings (at 2.5% interest) for the value of
those sales ($19.7m) and/or grants ($1.923m) from Sewer Fund, repaying the Fund upon
receipt of those sales and grants.

It is also noted, Sewer Fund gains the benefit of the sale of 256 Crawford Street, once vacated
as staff accommodation.

Risks

1. Should the sale by strata for the government offices not proceed, the value of those floor
level/s (~$10m) would be removed from the project scope before construction, through
modification to the DA and tender. However, it is proposed the full scope for the shared
reception and basement parking (~$2.8m) would remain in scope:

A. Option 5 (full scope): debt $50.926m (nett of proceeds from sales and grants)
a. P&l $3.267/yr

B. Option 5 (strata levels removed): debt $53.793 (nett of proceeds sales and grants)
a. P&l $3.450/yr

2. Should the grants (Bicentennial and Library) not be realised, the debt increases to
$52.849m
C. Option 5 (full scope): debt $52.849 (nett of proceeds of sales)
a. P&l $3.390/yr

Resources (including staff)

A 3% ($2.245m) provision is allowed in the QS estimates for external project management. It
is proposed staff from Council’s internal project support office (PSO) will continue on this
project, with those costs capitalised. The PSO will progress to detail design with Cox architects
and arrange tenders for the construction of the building and other infrastructure, and
administer relevant contracts.
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ORDINARY MEETING OF COUNCIL 28 OCTOBER 2020
REPORTS TO COUNCIL - ITEMS FOR DETERMINATION
9.10 Loan Borrowing Program - 2020/21 (Ref: ; Author: Knight/Monaghan)

File Reference: 43.1.1-09

Summary

Council has resolved a borrowing program of up to $87,694,000 in the current financial year
through the adoption of the 2020-21 Operational Plan. The total amount allows for $70.8m
upfront financing for the Queanbeyan Civic and Cultural Precinct (QCCP) as an option,
however drawdown may ultimately be spread over 3 years to match project expenditure.

Additionally to the 2020-21 Operational Plan, two loans totalling $750,000 were included within
the 2019-20 Operational Plan and were not drawn-down within the financial year due to
changes in the timing of project expenditure for the Braidwood Office and Cultural Space
($250,000) and the upgrade of the Bicentennial Hall ($500,000).

The maximum proposed borrowings in 2020/21 is $88,444,000. This report provides a risk
analysis over the financing strategy and recommends a preferred approach.

Recommendation

That Council:

1. Approve the recommended borrowings for 2020-21 and authorise the Mayor and
Chief Executive Officer to submit an application to TCorp for a total $36,645,000,
including $19,752,000 for the first year of QCCP, and $16,893,000 for the capital
projects detailed in Table 1.

2. Authorise the Mayor and Chief Executive Officer to submit a further application to
TCorp for $32,605,000 for the remainder of the eligible components of the loan for
QCCP over the next 2 financial years.

3. Note the commercial and leased elements of QCCP are ineligible for loan financing
through TCorp, and an additional commercial loan will be sought in the amount of
$20,567,000 over the next 2 financial years.

4. Seek competitive quotes from commercial lenders for 2020-21 loans, to ensure
best value for money is obtained.

Background

Council has adopted a financial strategy which takes advantage of the current low interest rate
and high capital grant environment, to invest in new community infrastructure and capital
renewal. New loans included in the 2020-2030 Long Term Financial Plan are summarised in
the following table. This report recommends 2020-21 loan drawdowns of $36,645,000; based
on the estimated capital outlay requirements in the 2020/21 financial year.

'Page 29 of the Ordinary Meeting of the QUEANBEYAN-PALERANG REGIONAL COUNCIL held
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Table 1: Capital projects with debt financing (2020-2030 LTFP - $°000)

Capital
Includes Grants /
New 2020-21 Asset Contributi P&l per

Project Capex Loans Loans sale ons annum
Efficient street lighting
upgrades 3,432 3,300 3,300 - - 203
Regional Sports
Complex - Stage 1 25,048 15,000 10,000 - 10,000 932
Queanbeyan Civic &
Cultural Precinct 74,847 72,924 19,752 6,956 1,923 4,287
Carpark off Ellendon St 1,747 1,023 1,023 597 60 63
Carpark Wallace St 853 820 820 - - 51
Braidwood Office smart
hub/cultural space 3,340 250 250 - 3,000 15
Upgrade Bicentennial
Hall - RCF Stage 1 & 2 3,259 500 500 - 1,549 31
Memorial Park
Development 7,540 4,000 1,000 - - 251
Queanbeyan Sewage
Treatment Plant
Upgrade 124,998 46,250 - - 42,250 2,919
Crawford Street Carpark 5,000 5,000 - - - 316
Morriset carpark (south)
and public domain 13,964 13,950 - - - 880
Monaro St & Poets
Laneway Refurb Stage 1 15,700 5,250 - - 10,000 331
New Bungendore Pool 10,000 5,000 - - 5,000 316

289,728 173,267 36,645 10,595

NSW Treasury Corporation (TCorp) is the central borrowing authority for NSW Government
and is Council’'s preferred lender as it is able to provide cheaper financing at Government
rates. The most recent quoted TCorp interest rate is 2.15% for 20-year fixed term loans.

At the May Council meeting, Council considered a report on the QCCP loan financing options
and risks; which was based on the market assumptions at the time, and on the NSW
Government announcement about changes to the way TCorp funds could be used. In April
2020, as part of the NSW Government COVID-19 economic stimulus package for local
government, the Office of Local Government (OLG) announced a two-year moratorium on
TCorp loans for capital works for Council Chambers and administrative buildings.

Subsequently, as an outcome of dialogue with the OLG and TCorp, it was agreed that this
moratorium only applies to buildings solely used for council purposes (i.e. if a building / project
has a joint use element such as a library, cultural centre or community space as well as an
element for council use, then TCorp can provide the loan funding for the building / project).

Council’s ability to access funding remains subject to TCorp’s board and credit policies which
prohibit TCorp from funding any component of a project which may compete with the
commercial sector and which do not comply with TCorp’s credit criteria. TCorp loans are
prohibited for use for commercial activities, including the commercial / leased components of
the QCCP. Council has engaged a quantity surveyor to provide a financial split of the QCCP
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project budget, who has calculated a financial allocation of $54.2 million for the council
administration and community elements, and $20.6 million for the commercial elements.

Implications
Legal

NSW councils can borrow funds under section 621 of the Local Government Act 1993. The
intention to borrow must be outlined in the council’s Operational Plan.

Councils must also apply to the NSW Office of Local Government (OLG), returning an annual
loan borrowing request issued in May each year. If, during the year, Council is required to
increase its proposed borrowings or change the purpose of the initial request, a council
resolution must be passed prior to drawing down any funds. If there is an increase, Council
must also notify the Office of Local Government by re-submitting the electronic loan borrowing
request form including the updated amounts.

Council submitted its loan borrowing return for 2020-21, with maximum borrowings of
$88,444,000, for 8 capital projects — as per table 1, above.

Of the 8 projects, 2 require Capital Expenditure Reviews to be completed and approved by
the OLG —the QCCP and the Regional Sports Complex. The Reviews allow the OLG to ensure
that Council's investment decisions in major projects includes consistent and rigorous
evaluation of the capital expenditure, including the merits of project and resource allocation.
The Review for the QCCP has been submitted, and informal approval has been received, with
the OLG still to provide written approval. The Review for the Regional Sports Complex is
currently still in progress.

Economic

Economic commentators have formed a general consensus view that interest rates will fall in
the short term and remain low over time (out to three years). The current cash rate is 0.25%,
and while the RBA left the rate on hold at its October meeting, it strongly hinted at further
easing to come, noting that it “continues to consider how further monetary measures could
support jobs as the economy opens up further.”

In response to the COVID-19 economy, and with the Federal Budget, the Government and
RBA have injected additional cash into the economy, making cash more available whilst
cutting the cash rate. Following the market crash in February, the RBA established a
guaranteed lending facility — allowing banks to borrow for three years at a guaranteed fixed
rate of 0.25%; in turn allowing banks to access cash and offer lower interest rates to borrowers.

The following two figures show the change in short end interest rates since 2019, and the
current swap rates (BBSW) out to 30 years. The swap rates indicate the price of a AAA
government bond, i.e. the risk-free lending rate to banks.
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Financial
2020/21 Loan Program
The proposed borrowings for 2020/21 are included in the adopted Operational Plan. The

amounts in the table below are the estimated cost of interest for the life of the 2020/21 loan
amount of $36.6m calculated at 2.15% for a 20-year term.

Program Expense Funding source Amount Loan
Code Type Period
31.4.8 Traffic/ Interest Energy Savings $769,000 20 years
Safety (street
lighting)
4.3 Sports Interest  Sports Centre Fees $2,330,000 20 years
Fields
31.5 Parking Interest  General Revenues $429,000 20 years
2.9 Customer Interest  General Revenues $58,000 20 years
1.3 Community Interest  General Revenues $117,000 20 years
Gathering
12.2 Cemetery Interest  Cemetery Fees $233,000 20 years
35.1 Buildings  Interest General Revenues $4,602,320 20 years
QCCP Loan

The Queanbeyan Civic and Cultural Centre project is significant, raises substantial debt and
has capital grants and property sales in prospect. Council considered the business case and
resolved to use loan financing for the project, with repayments funded through merger savings,
lease income, efficiency savings from organisational service reviews and attributions from its
water supply and sewerage businesses.

The total project cost is $74.847m, with grants being sought for the library and cultural spaces
of $1.923m, and debt financing for the remaining $72.924m.

Staff have modelled various financing options and are recommending the preferred approach
for the loan to be drawn over 3 financial years, with the timing of the loan drawdown to match
project costs. The loans would be repaid on a fixed term over 20 years, with the exception of
the commercial component of the building — which will receive lease income and is
recommended to be repaid over a 30 year term to return a positive cashflow result. This report
recommends that the loan application be made with TCorp, with additional quotes sought from
commercial banks, to determine the best value financing option.

The estimated annual principal and interest repayment is $4.29m, based on current market
forecasts. The table below summarises the debt servicing funding sources.
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Program Expense Funding source Amount
Code Type

35.1 Operating Merger and procurement savings $°000 2,175

Buildings

32,33,34  Operating Cost Attribution (water, sewer, waste) 1,071

35.1 Operating Lease income 1,040

Financing Risks

A comprehensive financing risk analysis was presented to the May 2020 Council meeting —
based on the market assumptions at the time. The following commentary provides an update;
noting that risks are significantly reduced, primarily due to the shift in the Government
restrictions on TCorp and the availability of TCorp loan financing.

Availability Risk

Availability Risk is the risk that Council might be unable to secure financing, resulting in the
project being prevented or delayed until a solution was found. Consequentially, any project
delay would lead to construction cost escalation, and risk the sunk costs that have already
been invested.

If Council's application to TCorp is successful, it is expected that TCorp will approve the full
loan upfront, guaranteeing the availability of finance for the non-commercial components. The
interest rate would be determined at each annual drawdown date.

A loan will be sought from one of the four major banks for the commercial component.
Availability risk is considered low since current market conditions favour borrowers, with
substantial liquidity in the sector due to RBA and Government stimulus.

Interest Rate Risk

Most councils favour fixed interest rates to lock in certainty for repayments over time. This
approach is also supported by TCorp's practice of only offering fixed rate loans.

Interest rate risk is that interest rates may increase until a fixed rate is contracted with a lender
(or may decrease after the loan is fixed.)

In the current economic environment, rates are expected to decrease further and remain at
low levels. Whilst there is always a risk of upwards rate movement over the three-year
borrowing period before Council fixes its loans — large movements are considered unlikely.

The following model was used to consider the impact on total principal and interest
repayments for movement in interest rates. The middle column is highlighted as the primary
option.

Page 34 of the Ordinary Meeting of the QUEANBEYAN-PALERANG REGIONAL COUNCIL held
28 October 2020.
Cr Tim Overall — Mayor, Chairperson

96



9.5 QCCP Progress Report
Attachment 3 - QCCP Loan Program - Council Report (Continued)

97



