Confidential Report Items 21.1

of the
COUNCIL MEETING
of the
CITY OF WEST TORRENS

will be held in the Council Chambers, Civic Centre
165 Sir Donald Bradman Drive, Hilton

on

TUESDAY, 19 FEBRUARY 2019
at 7.00pm

Pursuant to Section 83 (5) of the Local Government Act 1999 the Confidential Item for the
Council meeting is delivered to the Council Members upon the basis of my recommendation
that the matters to which the Agenda relates be received, considered and discussed by the
Council in confidence under Part 3 of the Act.

Terry Buss PsSMm
Chief Executive Officer

City of West Torrens Disclaimer

Please note that the contents of this Council Agenda have yet to be considered by Council and officer
recommendations may be altered or changed by the Council in the process of making the formal
Council decision.
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21 CONFIDENTIAL
21.1 Divestment of Council Property
Reason for Confidentiality

The Council is satisfied that, pursuant to Section 90(3)(b)(i) and (b)(ii) of the Local Government Act
1999, the information to be received, discussed or considered in relation to this agenda item is:

(b)()) information the disclosure of which - 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.

(b)(i)) information the disclosure of which - would, on balance, be contrary to the public
interest.

RECOMMENDATION
It is recommended to Council that:

1. Pursuant to Section 90(2) of the Local Government Act 1999, Council orders, that the public,
with the exception of the Chief Executive Officer, members of the Executive and
Management Teams in attendance at the meeting, and meeting secretariat staff, be excluded
from attendance at so much of the meeting as is necessary to receive, discuss and consider
in confidence, information contained within the confidential report Item 21.1 Divestment of
Council Property, attachments and any associated documentation submitted by the Chief
Executive Officer, specifically on the basis of the provisions of Section 90(3)(b)(i) and (b)(ii)
because it may prejudice the commercial position of the Council and lead to Council not
obtaining or securing the best possible price for the land to be divested. In addition, 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 the disclosure of Council's commercial
position may severely prejudice Council's ability to secure the best possible price for the land
for the benefit of the Council and its community and consequently, Council considers the
disclosure of this information would, on balance, be contrary to the public interest.

2. Atthe completion of the confidential session the meeting be re-opened to the public.

Brief

This report seeks Council endorsement of the final Expression of Interest (EOI) documentation to
be used by commercial agents CBRE acting for Council for the divestment of Council's Marion
Road Depot site at 108-120 Marion Rd, Brooklyn Park.

RECOMMENDATION

It is recommended that Council:

1. Notes the work undertaken by the Administration in preparing the Marion Road Depot site at
108-120 Marion Rd, Brooklyn Park for sale in the 2018/19 financial year.

2. Provides its endorsement of the Expression of Interest documentation to be used by
commercial agents CBRE acting for Council for divestment of the property.

3. Delegates authority to the Chief Executive Officer to make amendments of an editorial nature
to the Expression of Interest documentation that assist in giving effect to Council's decision to
finalise sale of the property.

4. Appoints Mayor Coxon, the Chief Executive Officer and Councillors....................... to a Panel
to discuss and consider and recommend to Council an appropriate outcome resulting from the
Expression of Interest call for divestment of the Marion Road Depot site.
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FURTHER

1. In accordance with Sections 91(7) and 91(9) of the Local Government Act 1999 the Council
orders that the Item 21.1 Divestment of Council Property the Minutes arising, attachments
and any associated documentation, having been considered by the Council in confidence
under Section 90(3)(b)(i) and (b)(ii), be kept confidential and not available for public
inspection for a period of 12 months from the date of this meeting, on the basis that it may
prejudice the commercial position of the Council and lead to Council not obtaining or
securing the best possible price for the land to be divested. In addition, 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 the disclosure of Council's commercial position
may severely prejudice Council's ability to secure the best possible price for the land for the
benefit of the Council and its community and consequently, Council considers the disclosure
of this information would, on balance, be contrary to the public interest..

2. Council delegates the power of review, but not the extension, of the confidential order to the
Chief Executive Officer on a monthly basis in accordance with the provisions of Section
91(9)(c) of the Local Government Act 1999.

Introduction

For 80 years or so, until late 2018, the City of West Torrens (Council) operated its works depot
from a site on Marion Road at Brooklyn Park. Over recent years, it became increasingly apparent
that the depot was no longer fit for purpose, and various investigations were undertaken to
consider alternatives for renewal or replacement.

In 2017, the Council purchased the lease-hold of the former Manuele Engineering workshop at
240 Morphett Road, North Plympton, (Commonwealth land - Adelaide Airport) for the purpose of
re-locating depot operations. That relocation is nearing completion, leaving the Marion Road site
vacant and surplus to requirements.

Over the last 12 months and consistent with a resolution passed on 19 June 2018, Council has
been moving towards divestment, including both preparatory works and the appointment of an
agent. At its June 2018 meeting Council resolved that:

1. The CEO be authorised to commission an initial environmental assessment of the site to inform
Council and potential purchasers during the sale process of the environmental status of the
site.

2. The CEO be authorised to finalise the Plan of Division for the site including the excise of the
existing land that currently forms part of the Keswick Creek.

3. An Expression of Interest process be utilised to divest the site from Council ownership.

4. The Administration undertake all the necessary preliminary works and investigation in the first
half of the 2018/19 Financial Year to ready the site for sale and then take the site to the market
via an Expression of Interest process in the second half of the 2018/19 Financial Year to
secure and finalise the sale.

5. The CEO be authorised to prepare the appropriate Expression of Interest documentation for
endorsement by Council prior to the site being offered to the market for divestment in early
20109.
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Discussion
The Property

The property is situated at 108-120 Marion Rd, Brooklyn Park. Part of the property, fronting Marion
Rd, has been owned and occupied by Council and its predecessors for more than 100 years. In its
present configuration (and as expanded over time), it has been occupied as a works depot since
the mid-1930’s. Site area is some 8,200 sgm, with street frontages on its eastern and western
boundaries. It is held under seven separate Certificates of Title.

Current improvements comprise offices, workshops, stores and vehicle canopies, and cover an
area of some 2,700 sgm. The majority date to 1960 or earlier, although the covered parking and
some newer stores came later. Sited centrally on the Marion Rd frontage is the former West
Torrens Council building, which dates to the 1880’s and is a Local Heritage item.

The property abuts Keswick Creek on its southern boundary and has been identified by Council
mapping as being at some risk of flooding, although this flooding risk will be substantially mitigated
once the Brown Hill & Keswick Creeks Stormwater Plan is fully implemented. It is also noted to sit
directly beneath the flight path for aircraft making their approach or departure on runway 23 at
Adelaide Airport.

Zoning is Commercial and, more specifically, ‘Policy Area 2 — District Commercial’, although one
allotment on Marion Rd is zoned Residential. Envisaged commercial uses include bulky goods,
consulting room, light industry, office, petrol filling station, service trade premises and warehouse.
The property is to be sold in vacant possession.

Preparatory Work

Certain matters have been or need to be considered and/or acted on to prepare the property for
sale.

Excision of Keswick Creek

Until recently, one of the titles for the site incorporated portion of Keswick Creek.
In 2018, a re-subdivision was undertaken to excise this land from the relevant title, with the excised
land to be retained by Council as part of the creek corridor.

Heritage Listing

As noted above, portion of the original West Torrens Council Chambers on the Marion Road
frontage, dating to 1888, or thereabouts, is subject to a Local Heritage listing. Council should
anticipate that the sale and redevelopment process may result in pressure to demolish these
improvements.

Environmental Matters

Council has taken preliminary technical and legal advice as to the nature of environmental issues
at the site and how it should deal with these. In September 2018, a consultant for Council reported
on site conditions. Specifically, it identified that there was a real and present likelihood of there
being some degree of soil contamination on account of the presence of certain underground fuel
storage tanks (USTSs). It also suggested that there could be some contamination of groundwater.

It recommended that a Detailed Site Investigation (DSI) be undertaken at the site with the objective
of determining if site contamination exists at the site and any potential risks to human health and
the environment. Specifically, it recommended that, to inform soil contamination status, an intrusive
soil investigation be undertaken: adjacent to the existing and decommissioned USTs; beneath the
workshop service pit, historic fuel dispensing areas including associated pipework, historic
unsealed storage areas and adjacent to the wash down bay; and in historic garden beds. Based on
the findings, the investigations were also intended to allow for further assessment of the potential
for contamination of groundwater beneath the site.
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The consultant reported the results of its further investigations in November, including that soil
contamination had been identified at the site associated with historic activities. Also noted was the
potential for groundwater contamination from petroleum hydrocarbon impacted soils in the vicinity
of the two underground storage tanks west of the property services building and soil impact
adjacent the oil store.

Subsequent to this testing, the consultant determined that a notification to the SA EPA was
required Under Section 83A of the Environment Protection Act — Notification of site contamination
that affects or threatens underground water. It submitted a preliminary notification on Monday 8
October 2018. An updated S83A notification would need to be submitted if there was further
groundwater investigation work.

Subsequent legal advice from Mr Fraser Bell at Thompson Geer indicated that the best approach
was for Council to remove the primary source of such contamination by removing the underground
tanks and to retain liability (per section 103E of the Environment Protection Act) for any adverse
effects on underground water, should such effects be later identified.

Further groundwater testing was not recommended and has not been undertaken. Council already
has liability for any extant groundwater contamination by virtue of its long ownership and use of the
land, so no change is proposed in this regard — noting the underlying principle that the polluter has
first responsibility for environmental matters.

Council is presently calling tenders for the removal of the tanks and the backfilling of the site to an
agreed standard, which is expected to be completed within 3 months. Now that the EPA is in the
loop, this must happen regardless as Council needs to take steps to address the contamination
sources related to the notification. The objectives will be to meet EPA requirements and to enable
the site itself to be given a clean bill of environmental health for non-residential uses as part of the
sale.

By then retaining liability for groundwater, the risk to the sale price will be averted. Council will also
not have to structure a contract such that this risk is appropriately identified and properly passed
on, or expend the time and cost required to set up and document such an arrangement (of perhaps
$100,000 over 6 months).

Value

The question of the value of the property has proved to be a moot point. In early 2018, consequent
on an unsolicited offer for the site from Meals on Wheels (MOW), the property was valued by JLL
for Council at $4.265 million and by Knight Frank for MOW at $3.66 mill. Both valuations treated
the site as a development proposition, with no value ascribed to existing improvements. An initial
difference of opinion between the two values of over $1 million was revealed, although this was
reduced to $600,000, or about 15%, after discussion left the valuers unable and unwilling to come
any closer. It was on this account that negotiations between the two parties collapsed.

More recently, when agents were approached in late 2018 to bid for the job of selling the site, the
range of values suggested in responses by individual agents ranged from $2.35 mill to $5.3 mill.

Clearly, experts working in the field have quite divergent views as to the current market value.

As it stands, it is proposed to put the property to the market with a notional price expectation of
circa $5 mill, being the upper end of the likely range, although (as detailed below) the chosen
method of sale means that Council is not required to nominate an asking price per se. The price
ultimately realized will be entirely up to the market and will reflect its view of the relative
commercial pros (size, location, arterial road frontage, zoning) and cons (heritage listing on the
main road frontage, environmental concerns, flightpath noise, access constraints) of the property.

It is suggested that offers at a figure closer to $4 million should not be ruled out.
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Sales Agency

In late 2018, Council called for submissions from 5 commercial agents, who were invited to bid to
act for Council in the sale of the property. Agents were asked to provide a response on their
preferred approach, marketing costs, site constraints & opportunities, likely value and fees.

All agents proposed a similar approach, being a two stage Expression of Interest (EOI), whereby
the property is exposed to the market for a period of weeks, a short list of respondents is then
compiled and binding offers are sought from the short-listed parties. Marketing costs proposed by
all agents fell within a narrow band of +/- $10,000.

The differences were in the likely value, as noted above, and in fees, which ranged from 0.7%
(plus a possible but improbable performance bonus) to 1.5%.

Based on the responses received, CBRE was appointed to manage the sale of the property.
Subiject to the concurrence of Council via this report and resolution, CBRE is presently preparing to
launch its marketing campaign. A four-week EOI campaign is planned followed by a period of
negotiation to extract a best offer and associated contract. It is hoped to settle a sale before

30 June 2018.

The one proviso around this time-frame may occur if conditional offers are received, including
conditions relating to planning approval.

The marketing material prepared by CBRE is attached to this report, including a sign-board,
internet listing, press ads and a short property brochure. It is not proposed to produce a detailed
Information Memorandum, given the relatively straight-forward nature of the offering.

A modified version of the preceding summary of environmental matters will be prepared for
distribution to interested parties — noting that the EPA notification will be revealed by Form 1
searches.

Conclusion

Council at its meeting held 19 June 2018 resolved to commence the process for divestment of its
Marion Road Depot site given that in 2017 Council purchased the lease-hold of the former
Manuele Engineering workshop at 240 Morphett Road, North Plympton, (Commonwealth land -
Adelaide Airport) for the purpose of re-locating its depot operations.

That relocation has resulted in the Marion Road site being surplus to requirements and the process
has started and is well advanced to divest the site from Council ownership.

Attachments
1. CBRE 112 Marion Road, Brooklyn Park Brochure and Listing
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