Department of Finance
Malabar Headland
Initial Business Case
17 September 2014

Table of Contents
1. Executive Summary .......................................................................................... 4
1.1. The Site........................................................................................................ 4
1.2. Business Need ............................................................................................. 4
1.3. Project Benefits ............................................................................................ 5
2. Project Details ................................................................................................... 8
2.1. Business Need ............................................................................................. 8
2.2. Project Scope ............................................................................................... 8
2.3. Project Background .................................................................................... 10
2.4. Project Assumptions .................................................................................. 11
2.5. Project Stakeholders .................................................................................. 12
2.5.1. Key Stakeholder Groups & Interested Parties .................................... 12
2.5.2. Stakeholder Management Plan ........................................................... 13
3. Project Requirements ..................................................................................... 14
3.1. Statement of Requirements ....................................................................... 14
3.2. Identification of Options to Meet Requirements ......................................... 14
3.2.1. Option 1 – Do Nothing ........................................................................ 14
3.2.2. Option 2 – Transfer as Public Open Space......................................... 15
3.2.3. Option 3 – Mixed Use Development ................................................... 18
4. Risk Management ............................................................................................ 25
4.1. Implementation........................................................................................... 25
4.2. Risk Assessment........................................................................................ 25
4.2.1. Public Health and Safety..................................................................... 25
4.2.2. Risk of Delay to Action ........................................................................ 26
4.2.3. Uncertainty around Remediation Costings.......................................... 26
i

4.2.4. Uncertainties around the Property Market .......................................... 26
4.2.5. Community Reaction........................................................................... 27
4.2.6. Polluter Pays Principle ........................................................................ 27
4.2.7. Rifle Range Licence ............................................................................ 29
4.3. Mitigation.................................................................................................... 30
4.4. Risk Costing (P50) ..................................................................................... 30
5. Cost Analysis .................................................................................................. 31
5.1. Comparison of Options to Meet Requirements .......................................... 31
5.1.1. Option 1 – Do Nothing ........................................................................ 31
5.1.2. Option 2 – Transfer as Public Open Space......................................... 32
5.1.3. Option 3 – Mixed Use Development ................................................... 33
5.2. Capital Costs .............................................................................................. 34
5.3. Risk Allowances (Contingency) .................................................................. 35
5.4. Funding Source Analysis ........................................................................... 35
5.5. Whole of Life Costing ................................................................................. 35
5.6. Cost Benefit Analysis ................................................................................. 37
5.6.1. Comparative Analysis ......................................................................... 37
5.6.2. Value for Money Assessment ............................................................. 37
5.7. Socio Political Economic Analysis .............................................................. 38
5.8. Cash Flow Statements and Drawdown Schedule ...................................... 39
6. Recommendation ............................................................................................ 40
6.1. Preferred Option......................................................................................... 40
6.2. Project Schedule ........................................................................................ 40
6.3. Project Delivery Strategy ............................................................................ 40
6.4. Proposed Governance Structure and Accountabilities ............................... 40
ii

7. Scoping Study ................................................................................................. 41
7.1. Development of the DBC ........................................................................... 41
7.2. DBC Program ............................................................................................. 45
8. Authorisation ................................................................................................... 45
9. Schedule of Annexes ...................................................................................... 46
10. Glossary ......................................................................................................... 47

iii

Commercial in Confidence

Malabar Headland

2.3. Project Background
The Commonwealth has made many decisions and indicated intentions to divest this
legacy site over a long period (see Attachment B for a full site history). Not all of these
decisions or intentions have come to fruition. The most relevant are outlined below.
In 1990 the Commonwealth gave notice to the NSWRA to terminate occupancy of the
site by 1993. The Commonwealth subsequently allowed the NSWRA to remain on site
and proposed the construction of a new firing range at Holsworthy, NSW, to be
constructed and available in 2001.
In March 2000, a deed of licence was negotiated that allowed the NSWRA continued
occupation of the rifle range until the new site became available – to date no new facility
has been provided by the Commonwealth and no funding has been made available to
undertake these works.
In December 2007, the then Minister for Climate Change, Environment, Heritage and the
Arts, the Hon Peter Garrett MP, announced the intention to transfer Malabar Headland to
the State of NSW as a national park. On 1 August 2010, the then Australian Government
announced that around 70 hectares (primarily Lot 202) of the site would be remediated to
add to the already intended national park and conservation reserve (Lot 102).
On 27 February 2011, a Process Agreement was signed by the Commonwealth and
NSW Governments to identify the processes to be undertaken to facilitate the transfer of
Lot 202, the eastern portion of the site, to the State of NSW. However, the safety
template for the firing range impinges on Lot 202, preventing its transfer to the State of
NSW.
In November 2011 the licences held by the Sydney Model Aero Club, the Malabar Riding
School, the Drummoyne RSL Pistol Club and the Sporting Shooters Association of NSW
were terminated by the Commonwealth due to the health and safety risks that exist on
site. The dilapidated structures used by the Malabar Riding School located at Malabar
Headland were demolished by the Commonwealth following the school’s eviction from
the site.
The NSW Smallbore and Air Rifle Association Incorporated also vacated the site in 2011
and has since terminated its licence with the Commonwealth by mutual agreement. The
New South Wales Rifle Association (NSWRA) is the only licensee remaining on the site.
Between January and May 2012, the Commonwealth issued three remedy notices to the
NSWRA and then attempted to terminate the licence due to non-rectification of the
breaches. The NSWRA challenged the termination in court and, on 20 July 2012, the
Supreme Court of NSW handed down a judgement that the termination was invalid and
that the Commonwealth is not entitled to transfer Lot 301 or Lot 202 of the Malabar
Headland site whilst the NSWRA is entitled to the benefit of the licence, unless the
Commonwealth ensures the NSWRA’s rights under the licence are protected.
On 2 March 2012, the Commonwealth transferred Lot 102 to the State of NSW for use as
national park. This transfer of 17.7 hectares heritage-listed bushland was officially
gazetted by the NSW Government as The Malabar Headland National Park on
7 December 2012.
In September 2013, during the Federal Election campaign, the then Shadow Minister for
Climate Action, Environment and Heritage, the Hon Greg Hunt MP, committed to
facilitating the return of former licensees to the Malabar Headland.
Coffey Projects (Australia) Pty Ltd
ABN: 65 092 167 970
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3. Project Requirements
3.1. Statement of Requirements
The project must deliver an outcome which realises government policy and maximises
the return for the Commonwealth within 3-4 years.
The project must manage the obligations to current/potential licence holders on the site.
The Commonwealth should not be involved in activities that are more efficiently
performed by the private sector, such as developing the site.

3.2. Identification of Options to Meet Requirements
The options considered in this IBC present courses of action and investment levels in
broad terms. The large open nature of the site provides the opportunity for a wide range
of uses some of which are not mutually exclusive. For example all options will include
significant areas of public open space.
In the absence of shooting activities on site, any combination of walking tracks, sporting
facilities, recreational areas and the like could utilise part of the open space as part of the
final plan.
Similarly, the option based on development of part of the site may use the developable
portion for commercial uses. A predominantly residential mixed-use development was
used for the purposes of this IBC as a measure of the highest commercial value use of
the site.
The actual mix of uses for the site has not been detailed in this IBC, but will be developed
further during the DBC. In particular, if the site is to be divested to another entity, the final
mix will need to be negotiated as part of the conditions of transfer.
Following preliminary studies three options have been developed for Government
consideration, including the base option of ‘do nothing’. In summary the three broad
options are as follows:
•

Option 1 – Do nothing;

•

Option 2 – Transfer the Site as Public Open Space; and

•

Option 3 – Mixed Use Redevelopment of the Site.

The options are described in detail below.

3.2.1. Option 1 – Do Nothing
Description
Option 1 retains the status quo without any further action beyond the remediation action
plan already underway.
Coffey Projects (Australia) Pty Ltd
ABN: 65 092 167 970
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Potential Land Uses
The size of the site provides the potential for numerous complimentary land uses,
including coastal walkways, cycle ways, parklands, sporting fields and other recreational
facilities.
Regeneration of vegetation and the provision of nature corridors will provide
environmental benefits.

Remediation Strategy
The objective of the remediation strategy is to protect human health and the environment
for parks and open space land use.
The significant aspects of the remediation works associated with this option include:
•

Along the northern and southern boundaries, the management of leachate migration
will be by the completion of the leachate interception trench. The leachate collected
will be disposed of as Trade Waste under an agreement with Sydney Water. The
capital cost for these works have already been committed and hence this IBC will only
consider ongoing annual maintenance and operational costs associated with these
works.

•

Within the unfilled area in the southwest part of the site, management of the minor
contamination hotspots (including the lead hotspots in the stop butt of the small bore
range) will comprise hotspot removal by excavation and backfilling of remedial
excavations.

•

Within the landfill area, management will comprise construction of a cap to manage
contamination risk as well as to manage infiltration. The cap and its grass cover will be
maintained.

•

For the main stop butt within the landfill area, management of the contamination
hotspots will comprise hotspot removal by excavation and backfilling of remedial
excavations. The stop butt area will then be covered with a thin cap and will be
managed using engineering and/or administrative controls.

•

Landfill gas management will comprise minor gas controls in general areas including
the northern boundary and the stormwater pipe. Additional gas venting will be installed
along the leachate interception trench on the southern boundary.

•

Management of slope stability hazards will comprise on-going inspections and some
slope stabilisation.

•

Existing buildings will be demolished.

The development will comprise playing fields and open space. New amenity blocks will
include landfill gas controls and raft foundations. A gas venting system will be included in
a paved car park.

Planning Approvals
The remediation works associated with Option 2 will require approval from the
Commonwealth Department of Environment under the Environmental Protection and
Coffey Projects (Australia) Pty Ltd
ABN: 65 092 167 970
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Planning and Approvals
An overview of the planning and approval pathways required for the remediation and
future use (rezoning) of the Malabar Headlands site in relation to the divestment options
of this IBC is provided as Attachment C. Separate approvals pathways will be required
for the remediation works and changes to the permitted uses of the site.

Remediation Strategy
The objective of the remediation strategy is to protect human health and the environment
for future mixed use development, including low density residential, parks and open
space, and commercial land uses.
The significant aspects of the remediation works associated with this option include:
•

Along the northern and southern boundaries, the management of leachate migration
will be by the completion of the leachate interception trench. The leachate collected
will be disposed of as Trade Waste under an agreement with Sydney Water. The
capital cost for these works have already been committed and hence this IBC will only
consider ongoing annual maintenance and operational costs associated with these
works.

•

Within the unfilled area in the southwest part of the site, management of the minor
contamination hotspots (including the lead hotspots in the stop butt of the small bore
range) will comprise hotspot removal by excavation and backfilling of remedial
excavations.

•

Within the landfill area, management will comprise construction of a cap to manage
contamination risk as well as to manage infiltration. The cap and its grass cover will be
maintained.

•

For the main stop butt within the landfill area, management of the contamination
hotspots will comprise hotspot removal by excavation and backfilling of remedial
excavations. The stop butt area will then be covered with a thin cap and will be
managed using engineering and/or administrative controls.

•

Landfill gas management will comprise a gas interception trench around the perimeter
of the 8 hectare unfilled area to allow development in the unfilled area. Additional gas
venting will be installed along the leachate interception trench on the southern
boundary.

•

Management of slope stability hazards will comprise on-going inspections and some
slope stabilisation.

•

Existing buildings will be demolished.

•

The site will be rezoned to allow mixed use development. Odour arising from the STP
will be assessed and managed.

•

Option 3A will include mixed use development within the 8 hectare unfilled area.
Outside the unfilled area, the development will principally comprise playing fields and
open space. New amenity blocks will include landfill gas controls and raft foundations.
Gas venting system will be included in paved car park.

•

Option 3B will include mixed use development covering 30 hectares of the landfill and
unfilled areas. Ground improvement will comprise pre-loading of the 22 hectares

Coffey Projects (Australia) Pty Ltd
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landfill portion to induce settlement prior to development. Gas venting systems will be
installed within the future building footprints. Landfill gas management will be included
in other general areas such as paved roads and utilities.
•

Option 3C will include mixed use development covering 48 hectares of the landfill and
unfilled areas. Ground improvement will comprise pre-loading of the 40 hectares
landfill portion to induce settlement prior to development. Gas venting systems will be
installed within the future building footprints. Landfill gas management will be included
in other general areas such as paved roads and utilities.

The remediation strategy outlined above has been developed such that post remediation
site development works would broadly comply with:
•

the NSW Contaminated Land Management provisions which requires offsite migration
of contamination be remediated to a level that does not pose significant adverse
impacts to on and offsite environmental receptors as well as users of the site and
offsite;

•

Planning NSW requirements in Managing Contaminated Land and State
Environmental Planning Policy (SEPP 55) on Remediation of Land, which requires that
Planning Consent Authority only grant planning approval only when they are satisfied
that the site is suitable or can be made suitable for the proposed uses; and

•

The Site Auditor review and sign-off regime requirements and practices.

Under the current site audit regime, a Site Auditor can issue a Part A Site Audit
Statement (SAS) or a Part B SAS. Part A SAS states that in the auditor’s opinion, the
site is suitable for a proposed use or uses at the time of issuing the SAS whilst a Part B
SAS can be issued when the site is not suitable in the current state but can be made
suitable for the proposed use subject to some remediation and/or engineering measures
being implemented. Typically, a feasible remediation plan must be in place for a Site
Auditor to issue a Part B. Recently the EPA has advised site auditors that if ground gas
mitigation measures are required to render the site suitable for a particular use, then the
auditor should issue a Part A SAS only when the auditor is satisfied that a suitable
system has been installed and the system performance has been validated.

Planning Approvals
The current zoning classification for each lot within the site is provided as Attachment E.
The remediation work s47C
under Option 3 will require
approval from the Commonwealth Department of Environment under the EPBC Act.
Further remediation by the developer and the development itself are likely to be
designated as a State Significant Development (SSD).
Changes to the permitted use and amendments to the LEP will also be required for any
new development.
The remediation approvals process and planning amendments are discussed in greater
detail in Attachment C.

Coffey Projects (Australia) Pty Ltd
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5. Cost Analysis
5.1. Comparison of Options to Meet Requirements
Qualitative criteria for the assessment of each option were developed through a series of
workshops with stakeholders from within the Department of Finance. The agreed criteria
are as follows:
•

The project must deliver an outcome which realises government policy and maximises
the return for the Commonwealth within 3-4 years.

•

The project must manage the obligations to current/potential licence holders on the
site.

•

The Commonwealth should not be involved in activities that are more efficiently
performed by the private sector, such as developing the site.

5.1.1. Option 1 – Do Nothing
Government Policy
This option is inconsistent with the Commonwealth’s disposal policy to divest property
that does not provide an efficient use. The site has no current or intended
Commonwealth use.
Maximises return within 3-4 years
Continued ownership of the site will not provide any return to the Commonwealth within
the 3 to 4 year timeframe.
The Commonwealth will retain all long term liabilities associated with the site including
on-going costs such as the treatment of leachate and other contamination, weed control,
and bush fire hazard reduction.
Manage the obligations to current/potential licence holders
The do nothing option will allow the NSWRA to continue using the site as a rifle range
and may provide the opportunity for the South East Equestrian Club to return to the site
in the future.
Activities that are more efficiently performed by the private sector
Responsibility for management of the risks of the site and improvement of the site will
vest in the Commonwealth. Due to the changing priorities of the Government of the day,
managing the site in Commonwealth control is a difficult and high-cost task.
The do nothing option provides no opportunity for the private sector to contribute to the
utility of the site and precludes market forces from determining the most efficient
outcome.

Coffey Projects (Australia) Pty Ltd
ABN: 65 092 167 970

31

Commercial in Confidence

Malabar Headland

with the licence obligations. The cost of the options to achieve this has not been
included in the NPV calculations, but should be considered. s47C, s47D, 47E(d)
s47C, s47D, 47E(d)

The direct revenue that can be derived from divestment is highly sensitive to upfront
costs. To determine the direct revenue a number of assumptions have been made which
can significantly affect the amount of revenue that may be realised. Each of these
assumptions is from the viewpoint of the developer and how they will perceive the value
of the site. These assumptions include:
•

The area of the site that can be developed. The greater the area available for
development, the greater the potential return for the developer and therefore the
greater the purchase price. However, the relationship between the area available and
expected return is not linear as development on landfill areas will require greater
geotechnical and remediation work, reducing the return per hectare.

•

The development type breakdown (residential, mixed use, commercial, community,
etc) and the density mix (apartments, terraces, houses, etc) have been based on a
similar development in the area, allowing for the constraints inherent in a remediated
brownfield site. This provides a high level of confidence that the mix will reflect the
requirements of the LEP and local socio-economic market drivers. However, a change
to this distribution will impact the development revenue;

•

The cost of construction has been estimated based on aggregated industry rates and
a desktop study of the required infrastructure for the site. The DBC will develop a more
accurate estimate of infrastructure costs;

•

The interest rates to be paid by developers are based on likely projected commercial
interest rates. Any significant deviations to these rates prior to the point of sale will
impact on the projected returns for developers and therefore the sale price expected
for the property;

•

A required internal rate of return (IRR) hurdle rate of
has been used as an
industry standard for the development to be attractive for a potential developer.
Developers may consider the risks of the site sufficient to warrant the need for a higher
hurdle rate, which would reduce the value of the site. Conversely, the high profile of
the site may attract developers looking for a flagship development who are willing to
accept a lower hurdle rate; and

•

The sale prices for properties within the development have been based on a similar
nearby development. Noting possible diminished sale values resulting from the
proximity to the sewage treatment plant and the construction of housing on a former
land fill, a nominal discount of s47C has been applied to the expected sale price.
Furthermore, no market escalation of sale prices has been included in the calculations,
thereby providing a very conservative estimate. The DBC will include studies of
expected market growth in the area and the difference between sale prices for existing

s47C, s47D,
47E(d)
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residential properties within the STP buffer zone and comparable properties outside
the buffer zone.
s47C
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s47C
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6. Recommendation
s47C
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