
 

 
 

Strategic Property 
Committee Agenda 

 
 
 
Notice is hereby given pursuant to the 
provisions of the Local Government 
Act, 1999, that a meeting of the 
Strategic Property Committee will be 
held in the Unley Council Offices, 181 
Unley Road, Unley on 
 
 
 
Tuesday, 13 December 2016 at 
6pm 
 
 
for the purpose of considering the 
items included on the Agenda. 
 
 

 
 
Peter Tsokas 
Chief Executive Officer 



 

 
STRATEGIC PROPERTY COMMITTEE 

 
 
PRESENT: 

Councillor John Koumi – Presiding Member 
Mayor Lachlan Clyne – ex Officio 
Councillor Don Palmer 
Councillor Luke Smolucha 
Councillor Peter Hughes 

 
 
ACKNOWLEDGMENT: 
 
We acknowledge that the land we meet on today is the traditional land of the 
Aboriginal people and that we respect their spiritual relationship with their country. 
 
We also acknowledge that the Aboriginal people are the custodians of the Adelaide 
region and that their cultural and heritage beliefs are still important to the living 
Aboriginal people today. 
 
 
APOLOGIES: 

 
 
DEPUTATIONS 
 
 
PRESENTATION: 
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1 Conflict of Interest 
 

1-1 

2 Financial Context for Strategic Property Acquisition and 
Divestment Opportunities 

2-7 

3 Confidentiality Motion 
 

8-9 

4 CONFIDENTIAL - Investigation of Potential Future 
Property Purchases 
 

10-15 

5 Confidentiality Motion To Remain In Confidence Item 4 
 

16-16 

 
 
NEXT MEETING 
 
 TBA 



CONFLICT OF INTEREST 
 
TITLE: CONFLICT OF INTEREST 
ITEM NUMBER: 1 
DATE OF MEETING: 13 DECEMBER 2016 
ATTACHMENT: 1.  CONFLICT OF INTEREST DISCLOSURE 

FORM 
 
 
 
 
Members to advise if they have any material, actual or perceived conflict of 
interest in any Items in this Agenda. 
 
 
 
 
 
 

(This is page 1of the Strategic Property Committee Agenda for 13 December 2016) 



 

 

 

CONFLICT OF INTEREST DISCLOSURE FORM 

I,                                                                                                     have received a  
                                                                          [insert name] 

copy of the agenda for the (Ordinary / Special) Council / Committee / Board 
        [delete that which is not applicable] 

meeting to be held on 
                                                                 [insert date] 
 
I consider that I have a *material conflict of interest pursuant to section 73 / *actual 
or *perceived conflict of interest pursuant to section 74 [*delete that which is not 
applicable] of the Local Government Act 1999 (“the LG Act”) in relation to the following 
agenda item: 
 
 
   [insert details] 

which is to be discussed by the *Council / *Committee / *Board at that meeting. 
 [delete that which is not applicable] 
 
The nature of my material conflict of interest is as follows [ensure sufficient detail is 
recorded, including the reasons why you (or a person prescribed in section 73(1) of the LG Act) 
stands to obtain a benefit or suffer a loss depending on the outcome of the consideration of the matter 
at the meeting of the Council in relation to the agenda item described above]. 
 

 

 

 

OR 

The nature of my actual conflict of interest is as follows [ensure sufficient detail is recorded, 
including the reasons why the conflict between your interests and the public interest might lead to a 
decision that is contrary to the public interest in relation to the agenda item described above]. 
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I intend to deal with my actual conflict of interest in the follow transparent and 
accountable way [ensure sufficient detail is recorded as to the manner in which you intend to deal 
with the actual conflict of interest in a transparent and accountable way] 

 

 

 

 

 
OR 
 
 
The nature of my perceived conflict of interest is as follows [ensure sufficient detail is 
recorded, including the reasons why you consider that an impartial fair-minded person could 
reasonably consider that you have a perceived conflict of interest in the matter] 
 
 

 

 

 

 
I intend to deal with the perceived conflict of interest in the following transparent and 
accountable way [ensure sufficient detail is recorded as to the manner in which you intend to deal 
with the perceived conflict of interest in a transparent and accountable way] 

 

 

 

 

 

 

 

Signature 

 

 

Date 
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INFORMATION REPORT  
 
REPORT TITLE: FINANCIAL CONTEXT FOR STRATEGIC 

PROPERTY ACQUISITION AND DIVESTMENT 
OPPORTUNITIES 

ITEM NUMBER: 2 
DATE OF MEETING: 13 DECEMBER 2016  
AUTHOR: MIKE CAREY 
JOB TITLE: MANAGER FINANCE & PROCUREMENT 
 
 
1. EXECUTIVE SUMMARY 
 
This report is to provide the  Strategic Property Committee with some financial 
context in terms of consideration for strategic property acquisition and divestment 
opportunities. 
 
2. RECOMMENDATION 
 
MOVED: 
SECONDED: 
 
That: 
 

1. The report be received. 
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3. RELEVANT CORE STRATEGIES/POLICIES 
 
• Treasury Management Policy 
• Prudential Management Policy 
• Local Government Act 1999 Sections 44, 122,134 in relation to Borrowings 
• Local Government Act 1999 Sections 48 in relation to Prudential 

Management 
• Local Government (Financial Management) Regulations 2011 Regulation 5. 
• Organisational Strategy/Goal 

o 5.3 - Good Governance and Legislative Framework 
o 5.5 - Financially sustainable approach to business and planning 

activity 
 
4. DISCUSSION 
 
4.1 Financial Policy Context  
 
In developing a financial planning framework and funding policy for the City of 
Unley, the following has been used to illustrate the use of the Annual Operating 
Surplus and longer term funding sources in the context of possible strategic 
property acquisitions as well as divestment.  
 

 
 
In addition, in September 2016, Council adopted two updated policies, namely 
the Treasury Management Policy and the Prudential Management Policy which 
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form a key part of the overall framework and provide context in terms of Council 
decisions in relation to strategic property acquisition and divestment.   
 
Treasury Management Policy 
The Treasury Management Policy underpins Council’s decision making in the 
funding of Council’s operations in the context of borrowing as well as cash flow, 
budgeting, and investments. While consistent with previous versions, the updated 
policy now includes specific principles relevant to borrowing for strategic 
acquisitions while maintaining a target range for Net Financial liabilities. 
 
The specific principles means Council will: 
• Maintain a target range for its Net Financial Liabilities ratio; 
• Generally only borrow funds to support cash flow; 
• Only retain or quarantine money for a particular future purposes when 

required by legislation or part of an agreement;  
• Apply where cost effective any funds that are not immediately required to 

meet approved expenditure, to reduce its level of borrowings or to defer 
and/or reduce the level of new borrowings that would otherwise be required. 

• Not borrow for funding annual operational expenditure 
 

With reference to Borrowings, subject to meeting Net Financial Liabilities Ratio 
targets:  
• Council aims to borrow ‘long for long’ and ‘short for short’, i.e. where possible, 

the structure of the borrowing is appropriate for the nature of the assets being 
funded. However, any borrowing arrangement still needs to meet the overall 
treasury objective of minimising the costs of borrowings in the medium term 
by also considering future capital receipts and outlays. 

• It is appropriate to borrow for financing of strategic land purchases and to 
fund capital upgrading/new assets particularly if used for revenue generating 
purposes. 

 
Prudential Management Policy (including Business Case Tools) 
The revised Prudential Management Policy adopted in September 2016 now 
includes more specific references to required due diligence assessment 
processes based upon the level of risk to which Council may be exposed in 
undertaking projects including the strategic acquisition of property.  
 
This requirement to ensure the robustness of due diligence in decision making for 
major projects, is not exclusively financial in nature. This was highlighted by a 
finance advisor as part of finance and budget training sessions and workshops 
conducted with Elected Members in the past year. 
 
4.2 Target Financial Indicators 
 
Under the requirements of Regulation 5(c) of the Local Government (Financial 
Management) Regulations 2011, there is a requirement for Council’s Long Term 
Financial Plan (LTFP) as well as the Annual Financial Statements and Budget to 
include:  

• An operating surplus ratio  
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• A Net Financial Liabilities ratio, and  
• An Asset Sustainability ratio. 

Presented in a manner consistent with the note in the “Model Financial 
Statements” titled “Financial Indicators”.  
 
Council has adopted 3 key financial targets relating to these required ratios to 
guide the direction of the LTFP and Annual Business Plan and Budget. These 
targets were most recently adopted by Council at its 26 October 2015 meeting 
following the recommendation from the Audit & Governance Meeting on  
13 October 2015.  
 
These target levels will be revisited early in 2017. 
Financial Indicator Adopted Target 
Operating Surplus Ratio 
(excluding Centennial Park) 

Greater of 3% or 100% of principal 
repayments 

Net Financial Liabilities Ratio <80% of Total Operating Revenue  
Asset Sustainability Ratio 
(rolling 10 year average) 

>=100%  

 
As noted in Council’s Treasury Management Policy, the net financial liabilities 
ratio of less than 80% is the key target indicator for Council to assess its capacity 
to borrow in the medium to long term. 
 
The Net Financial Liabilities Ratio is calculated by expressing net financial 
liabilities at the end of the year as a percentage of total operating revenue for the 
year. 
 
Based on the Adopted 2016-17 Annual Business Plan and Budget, the forecast 
borrowings are below the adopted target.  
 
4.3 Costs involved in acquiring property 
 
In relation to the acquisition of property, Council uses a detailed due diligence 
checklist to ensure that all matters are considered including those with cost 
implications.  The Due Diligence checklist is provided as Attachment 1. 
 
As highlighted from the check list, significant additional costs are possible from a 
property acquisition, particularly when environmental issues such as 
contamination and asbestos are present or unknown. 
 
In more recent property acquisitions undertaken by Council, the following has 
typically been incurred as part of the purchase: 

• Purchase price. 
• Stamp duty based on the purchase price including GST 

o The rate for property > $500,000 is $21,330 plus $5.50 for every $100 
or part of $100 over $500,000 (ie approximately 5%) with a reduction 
available for ‘qualifying land’ based on land use. 

o This reduction of stamp duty for qualifying land is available for land 
uses other than residential, primary production and vacant. 
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o The reduction of stamp duty for ‘qualifying land’ is phased with a one-
third reduction from December 2015, with a further one-third reduction 
to apply from 1 July 2017, followed by the complete abolition of stamp 
duty from 1 July 2018. 

• Land Titles Office Transfer Fees (sliding scale dependant on purchase 
price including GST). 

• Due diligence expenses including valuation fees, environment audit costs and 
the like. 

• Potential consideration of rates foregone if the property is within the Council 
area. 

• Other professional fees involved in the purchase including legal and 
conveyancing fees. 

• Holding costs in terms of interest over the borrowing period. 
• Development costs where relevant. 

 
In terms of GST, Council can claim an input tax credit for the GST amount.  
However, it should be noted that some of the costs including stamp duty and 
transfer fees are based on the purchase price inclusive of GST.  
 
While Councils are exempt from land tax they are required to pay the Emergency 
Services Levy (ESL) based on capital value on an annual basis. 
 
Other outgoings will depend on lease arrangements negotiated post acquisition. 
 
In relation to a property with a purchase cost of $1m, stamp duty, transfer and 
incidental professional fees typically amount to around $65k. 
 
4.4 Borrowing Rates 
 
The Local Government Financing Authority (LGFA) is the major lender within 
Local Government and in early December 2016, has provided the following 
market update in terms of economic outlook.  
 
There has been a positive response to the recent US election and many now see 
the last cut of 0.25%, delivered in August this year, as the bottom of Australia’s 
current interest rate cycle. Australian long-term interest rates are heavily 
influenced by US long-term interest rates and as a result, have risen by around 
0.5% since the result of the US Presidential Election.   
 
The LGFA also notes that the markets have been quite volatile since the US 
Election and therefore there may still be some further uncertainty over the 
coming months as new or changed US policy positions are confirmed.  
 
The LGFA have advised that the current indicative fixed rates for the local 
government sector at the beginning of December 2016 are as follows: 
 
5 Years  3.75% 
10 Years 4.25% 
15 Years  4.55% 
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20 Years 4.65% 
 
The Cash Advance Debenture variable rate from the LGFA is currently 3.75%. 
 
Based on the indicative interest rates above, the table below shows the annual 
repayments for a principal and interest (P&I) borrowing for differing fixed term 
periods based on a property cost of $1m and typical fees incurred.  
 

Purchase Cost Amount to be 
Borrowed 

 
$000s 

5 Year P& I 
Annual 

Repayment 
$000s 

10 Year P&I 
Annual 

Repayment 
$000s 

15 Year P&I 
Annual 

Repayment 
$000s 

$1 million $1 065 $236 $132 99 
 
 
4.5 Current Borrowings 
 
Councils 2016-17 First Quarter Budget Review at Council’s 28 November 2016 
Meeting, forecast borrowings at 30 June 2017 at $13.1m summarised as follows:  
 
 Opening 

Balance 
$000s 

New 
Borrowings 

$000s 

Repayments 
 

$000s 

Forecast 
 

$000s 
Borrowings 7 633 6 541 (1 029) 13 145 

 
Since then, a new strategic property acquisition has settled which will result in an 
increase in forecast borrowings to $14.6m at 30 June 2017. This results in a 
forecast Net Financial Liability Ratio of 44% as at the end of the financial year.   
 
At balance date, the forecast is approximately $17m below the Council’s target 
for Net Financial Liabilities (maximum of 80%). 
 
5. ATTACHMENTS 

 
• Due Diligence Check List for Property Acquisitions. 

 
6. REPORT AUTHORISERS 
 
Name Title 
Nicola Tinning General Manager Business Support & 

Improvement  
Peter Tsokas Chief Executive Officer 
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DECISION REPORT 
 
REPORT TITLE: CONFIDENTIALITY MOTION FOR ITEM 4 – 

STRATEGIC PROPERTY PURCHASE 
ITEM NUMBER: 3 
DATE OF MEETING: 13 DECEMBER 2016 
AUTHOR: 
JOB TITLE: 

KELLEY JAENSCH 
EXECUTIVE ASSISTANT CITY DEVELOPMENT 

 
 
PURPOSE 
 
To recommend that Item 4 be considered in confidence at the 13 December 2016 
Strategic Property committee meeting and that the Minutes, Report and Attachments 
referring to this report remain confidential until the item is revoked by the Chief 
Executive Officer at a future date. 
 
RECOMMENDATION 
 
MOVED:     
SECONDED: 
 
That: 
 
1. Pursuant to Section 90(2) and (3)(b) of the Local Government Act 1999 the 

Council orders the public be excluded, with the exception of the following: 
 
 Mr P Tsokas, Chief Executive Officer 
 Mr J Devine, General Manager City Development 

Ms K Jaensch, Executive Assistant City Development 
 

on the basis that it will receive and consider the report on Strategic Property 
Purchase and that the Committee is satisfied that the meeting should be 
conducted in a place open to the public has been outweighed in relation to this 
matter because: 

 
(b) information the disclosure of which  
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(i) could reasonably be expected to confer a commercial advantage on a 
person with whom the council is conducting, or proposing to conduct, 
business, or to prejudice the commercial position of the council; and 
(ii) would, on balance, be contrary to the public interest.   

 
It would be in the best interest of the Committee to consider this matter in 
confidence. 
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DECISION REPORT 
 
REPORT TITLE: CONFIDENTIALITY MOTION TO REMAIN IN 

CONFIDENCE ITEM 4 – STRATEGIC 
PROPERTY PURCHASE 

ITEM NUMBER: 5 
DATE OF MEETING: 13 DECEMBER 2016 
AUTHOR: 
JOB TITLE: 

KELLEY JAENSCH 
EXECUTIVE ASSISTANT CITY DEVELOPMENT 

 
 
PURPOSE 
 
To recommend that Item 4 remain in confidence at the 20 December 2016 Strategic 
Property Committee meeting until the order is revoked by the Chief Executive Officer. 
 
RECOMMENDATION 
 
MOVED:     
SECONDED: 
 
That: 
 
1. The report be received. 
 
2. Pursuant to Section 91(7) and (3)(b) of the Local Government Act: 
 

2.1 The  
 
  Minutes 

 
  Report 
 
  Attachments 

 
   

remain confidential on the basis that the information contained in this 
report could confer a commercial advantage on a person with whom the 
council is conducting, or proposing to conduct, business, and 

 
2.2 the minutes, report and attachments will be kept confidential until the 

item is revoked by the Chief Executive Officer. 
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