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15. COMMUNITY AND COMMERCIAL SERVICES REPORT 

15.1 PROGRESSION OF THE BUSSELTON ENTERTAINMENT ARTS AND CREATIVE HUB 

STRATEGIC GOAL 1. COMMUNITY: Welcoming, friendly, healthy 
STRATEGIC OBJECTIVE 1.3 A community with access to a range of cultural and art, social and 

recreational facilities and experiences. 
SUBJECT INDEX BEACH 
BUSINESS UNIT Community and Commercial Services  
REPORTING OFFICER Director, Community and Commercial Services - Naomi Searle  
AUTHORISING OFFICER Chief Executive Officer - Mike Archer  
NATURE OF DECISION Executive: substantial direction setting, including adopting strategies, 

plans and policies (excluding local planning policies), tenders, setting 
and amending budgets, funding, donations and sponsorships, 
reviewing committee recommendations 

VOTING REQUIREMENT Simple Majority  
ATTACHMENTS Attachment A BEACH Business Case June 2020⇩  

Attachment B Business Case Supporting Document A - BEACH Plans⇩ 

 
Attachment C Business Case Supporting Document B - Business 

Operations Draft Plan June 2020⇩  
Attachment D Business Case Supporting Document C - BEACH Design 

Review Presentation⇩  
Attachment E Business Case Supporting Document D - Draft 

Masterplan Busselton Creative Centre⇩  
Attachment F Business Case Supporting Document E - BEACH Cost 

Benefit Assessment Final⇩  
Attachment G Business Case Supporting Document F - BEACH Cost 

Status Update Summary⇩  
Attachment H Business Case Supporting Document G - BEACH 

Lifecycle Management Plan⇩  
Attachment I Estimated Rates Impact of Loan⇩  
Attachment J Comparison of Loan Borrowings Draft LTFP⇩   

   

OFFICER RECOMMENDATION 

That the Council: 

1. Confirms its commitment to the Busselton Entertainment Arts and Creative Hub (BEACH) 
project (the Project), as per the optimised designs developed by Kerry Hill Architects (June 
2020) and at a budget of between $28.5M and $30.3M, dependent on a final decision with 
regards to the inclusion of a Creative Industries Hub;  

2. Will consider the inclusion of a Creative Industries Hub within the Project based on  
additional external funding being secured and on the outcomes of the tendering process 
and final pricing;      

3. Continues to seek additional external funding for the project, to reduce the quantum of 
loan borrowings required for the Project; and 

4. Endorses as a funding strategy entering into a loan borrowings / debt financing of up to 
$17M over a 20 year term (to be reduced by any additional external funding that is 
secured and / or the inclusion of the Creative Industries Hub component).  
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EXECUTIVE SUMMARY 

The establishment of a dedicated convention, entertainment and performing arts venue in Busselton 
is the third pillar of a regional growth strategy alongside the Busselton Foreshore Development and 
Busselton Margaret River Airport upgrade. The Busselton Entertainment Arts and Creative Hub 
(BEACH) concept has been progressively developed over the last eight years, with an architectural 
design developed that has been refined over the last five months.   
 
The intent of the officer recommendation is to provide direction and certainty in relation to the 
BEACH project (the Project), in the event that item 18.1 – Motion to Reduce Projected Cost of the 
BEACH on the current agenda is not supported by Council.  The officer recommendation aligns with 
the general discussions to date with Council and the work that the BEACH working group have done 
to progress the Project.  Support of the officer recommendation will provide a clear project scope 
which meets the requirements contained with the Federal Government Grant agreement, and 
delivers a quality facility that meets the needs of the community, now and into the future. 
 
BACKGROUND 

The development of a Performing Arts and Convention Centre (PACC) has been a long aspired 
community project and has been consistently identified as a key local priority project over several 
iterations of the City’s Strategic Community Plan.  It was also contained in the South West Blueprint 
(February 2015) as a regional priority project in support of the South West region creative industries 
sector and is identified in the City of Busselton Economic Development Strategy (2016-26) as a key 
project that will support tourism growth and the concept of ‘quality of place’. 
 
In April 2019, the City secured $10.35M from the Federal Government for the Project.  As per Council 
direction and the Chief Executive Officer’s KPIs, a revised business case to support the seeking of 
additional funding has now been prepared and submitted to the State Government.    The business 
case is provided at Attachment A (with referenced supporting documents provided at Attachments B 
through to H), and provides a more detailed background of the Project.   

OFFICER COMMENT 

The attached business case provides a full justification for the Project and encompasses the 
following: 
 

 Background; 

 Project need; 

 Project alignment with regional and State policies and frameworks;  

 Project deliverables; 

 Stakeholder engagement; 

 Critical assumptions; 

 Economic and financial analyses; 

 Funding strategy and budget; 

 Sustainability and ongoing viability; 

 Risk analysis; 

 Concept plans; 

 Operational business plan including financial projections; 

 Cost benefit analysis; 

 Cost status report; and 

 Lifecycle management plan. 
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The Officer Recommendation is presented in support of the Project and business case, and is in four 
parts, as set out below. 
   
1. Confirms its commitment to the Busselton Entertainment Arts and Creative Hub (BEACH) 

project (the Project), as per the optimised designs developed by Kerry Hill Architects (June 
2020) and at a budget of between $28.5M and $30.3M, dependent on a final decision with 
regards to the inclusion of a Creative Industries Hub;  

 
In 2019 an Expression of Interest (EoI) for architectural design services was developed based on a 
$21.35m budget.  Kerry Hill Architects were engaged through a subsequent RFT process, and since 
then have worked with the Council’s BEACH working group (consisting of elected members and staff) 
to refine the concept and develop an optimised design.  The optimised designs achieve the following: 
 

- maximised benefits by investing into the Centre now rather than facing known shortfalls in 

the future; 

- addresses the ‘lesson learned’ from other benchmarked PACCs to maximise functionality, 

ensure operational flexibility, and maximise patronage; 

- improves capacity and quality of conferencing facilities within the region, meeting a current 

gap in the market and also complementing private and public investment on the Foreshore 

and within the CBD; 

- incorporates the inclusion of the ArtGeo Gallery to a class AA standard, broadening the 

standard of exhibitions that can be hosted in the region.  This was originally identified as 

potential future project in the City’s 2017 Long Term Financial Plan with a $2m budget; 

- incorporates a ‘Creative Industries Hub’ that will provide infrastructure for the creative 

industries sector, capitalising on Busselton’s identification as a creative industries hotspot 

and taking advantage of an opportunity to diversify the local economy;  

- provides increased opportunities to support the City to be the ‘Events Capital of WA,’; 

- enhances the BEACH as a community asset and broadens the user experience by including a 

number of different offerings, providing a range of reasons for people to visit multiple times. 

Officers are firmly of the opinion that the Project should only proceed on the basis of the optimised 
design, and with a budget of $28.5m-$30.35m; otherwise Council risks building a substandard facility 
with known shortfalls from the outset.   
 
2. Considers the inclusion of a Creative Industries Hub within the Project based on  additional 

external funding being secured and on the outcomes of the tendering process and final pricing;      
 
The inclusion of a Creative Industries Hub will provide opportunities for the City’s creative industries 
sector and a home for local artistic, cultural and educational groups.  The inclusion of the Hub 
capitalizes on Busselton being identified as one of 20 creative industries ‘hot spots’ across Australia, 
and one of five within the State.  It will provide a creative maker space, co-working area, recording 
studio and meeting room that will be used for short or long-term rental by organisations in the 
creative industries sector.  The inclusion of the Hub is supported by the South West Development 
Commission and Department of Culture and the Arts, as it designed to develop the emerging creative 
industries sector and diversify the City’s economic base.  The State Government has shown a desire 
to fund innovation and new emerging industries, and are likely to find this aspect of the Project 
attractive. 
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Valued at approximately $1.1m, the optimized concept designs allow for this scope item to be 
removed. The City will structure its Request for Tender such that the Creative Industries Hub can be 
optionally included or not dependent on the tendered prices.   
 
3. Continues to seek additional external funding for the project, to reduce the quantum of loan 

borrowings required for the Project;  
 
The City is actively pursuing State Government funding for the Project. The Project is still 
approximately four months away from a tender being issued for construction, and the City will 
continue to pursue additional funding through both available State and Federal Government avenues 
right up until that time, and through construction (over the next 24 months), in order to reduce the 
loan borrowings required.   
 
4. Endorses as a funding strategy entering into a loan borrowings / debt financing of up to $17M 

over a 20 year term (to be reduced by any additional external funding that is secured and / or 
the inclusion of the Creative Industries Hub component). 

 
As part of long term financial planning and modelling officers have modelled a worst case scenario, 
with the City taking loan borrowings to fulfil the optimised design project budget, in the event that 
external funding is not secured.   
 
With interest rates falling considerably over the last 24 months, from 4% to an historic low of 
approximately 2%, officers have modelled a standard loan facility of up to $17M over a 20 year term, 
fixed at 2.2% per annum based on Western Australian Treasury Corporation (WATC) advice.  The 
benefits of a longer term loan allow for an intergenerational equity funding mechanism, noting that 
the BEACH will be in operation for over 50 years.  For that reason it is felt that a loan of $17M over 
20 years is as appropriate as the original forecast loan of $7.5M over 10 years.   
 
Attachment I illustrates the estimated impact on rates as a percentage to meet the loan principal, 
interest and fees, ranging between 0.83% - 2.23%.  It should be noted however that the City also has 
a number of loans that will expire over the same period which would reduce this impact on rates. 
This is further demonstrated in Attachment J which provides a comparison of all borrowings for all 
projects being taken out against all loan borrowings expiring during the term of the Draft LTFP.    
 
This modelling demonstrates that the City is able to afford the revised BEACH designs and budget 
while still delivering a significant capital works program that will see a number of sport and 
recreation projects undertaken over the next 10 years.  It should be noted that the City’s approach to 
LTFP modelling is conservative, with limited external funding such that should external funding be 
secured to deliver projects, a net positive impact will occur. 
 
The City is also now able to access the liquidity lending facility through the WATC to assist with the 
construction and cash flow management required of such a significant infrastructure project. This 
new form of lending facility will allow the City greater flexibility than a standard loan facility due to: 
 

1. Lower interest rate on draw-downs during the construction phase, currently around 0.55% 
which is obviously extremely attractive; 

2. Only drawing down funds when it is required; 
3. Ability to adjust the total draw down if additional funding is secured ultimately reducing the 

total loan; and 
4. All draw-downs would be bundled into a standard loan facility at the completion of the 

construction phase. 
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At the completion of the project, the borrowings will be bundled in to a standard loan facility/ies at 
the interest rate on the day. There is a risk that interest rates could rise between the start of the 
construction phase and the completion, however it is also likely that they may even reduce.  
 
While, as per recommendation 3, the City will continue to seek additional external funding, in order 
to progress the Project with a level of certainty it is recommended that Council endorse the drawing 
of a liquidity lending facility of up to $17M as a funding strategy.   
 
The estimated costs of drawing down the $17M in a liquidity lending facility over the life of the 
construction phase is in the range of $300,000 to $350,000 based on the indicative draw down 
schedule. If the City was to take out the $17M under a standard loan facility at the start of the 
construction phase, it would cost the City approximately $2.1M in principal, interest and fees during 
the same timeframe. While the liquidity lending facility offers a significant saving at the ‘front end’ 
Council will need to be mindful that the 20 year loan only commences at the completion of the 
construction period. This essentially provides a 22 year payback period when taking into account the 
liquidity lending arrangements during construction. 
 
The Draft LTFP presented to Council in May 2020 incorporates operational financial forecasts based 
on a $21.35M project budget as, at the time of publishing, the financial forecasts for the $30.35M 
facility were incomplete.  However as part of the development of the business case for the optimised 
designs, operational financial forecasts were remodelled.  This has resulted in additional revenue 
generation through commercial lease, licence and hire arrangements, additional events and gallery 
exhibitions which more than offsets the additional operating expenses of a larger facility.  The 
financial forecasts are included in the attached business case.  These financial forecasts will be used 
in future versions of the LTFP. 
 
While the BEACH will run at a deficit, as is customary with PACCs, this deficit is offset by the social 
benefits, revenue generating opportunities and the economic output PACCs have on the local 
community.  It is also shown to be affordable within the rate increases shown in the Draft LTFP 
(noting that this is based on the $21.35M facility with increased net operational costs), and with 
some streamlining in service efficiencies across the City. 
 
Statutory Environment 

The officer recommendation supports the general function of a local government under the Local 
Government Act 1995 to provide for the good government of persons in its district.  

Relevant Plans and Policies  

There are no relevant plans or policies to consider in relation to this matter. 

Financial Implications  

The financial implications of the officer recommendation are detailed in the Officer Comment section 
of this report.  The full financial implication of the project are detailed in the attached business case.   

Stakeholder Consultation 

The current optimised designs are the result of extensive consultation with stakeholders and user 
groups through the BEACH Stakeholder Reference Group, and reflect consultation with other PACCs 
across Australia.  The level of consultation is further outlined in the business case. 
 
More broadly the development of a PACC has been a long communicated community desire, being 
identified as a priority initiative as part of the development of the City’s first Strategic Community 
Plan (2013) and noted as an ongoing priority in the minor desktop review of the plan (2015), and in 
the review and development of the 2017 Strategic Community Plan. 
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Risk Assessment  

The attached business case identifies the risks associated with the project.   
 
Additional risks associated with implementing the officer recommendation have been assessed using 
the City’s risk management framework, with risks assessed taking into account any controls already 
in place.   
 
The following risk has been identified: 
 

Increase in interest rates when the liquidity lending facility is drawn down 

Risk Category Risk Consequence Likelihood of Consequence Risk Level 

Financial Moderate Unlikely Medium 

 
With historically low interest rates and the liquidity lending facility projected to be drawn down in 
various amounts over a 17 month period, it is highly unlikely that rates will increase significantly; 
they could in fact decrease further.  In addition the liquidity lending facility allows for each drawn-
down amount to be rolled into a standard loan facility at any time, therefore locking in a known fixed 
interest rate. 

Options  

As an alternative to the proposed recommendation the Council could: 

1. Reduce the project scope.  Officers do not support this option as it will severely compromise 
the success of the project and Council risks building a PACC with known shortfalls from the 
outset. 
 

2. Not proceed with the project at all.  Officers do not support this option as the development 
of a PACC is a long aspired community project and significant work has been undertaken to 
develop business cases to secure Federal and State Government funding. The $10.35m 
Federal Government Regional Growth Funding will need to be returned, significantly 
influencing the City’s ability to obtain that level of funding in the future. The arts, cultural 
and events industry sectors have been one of the hardest hit sectors as a result of the COVID-
19 pandemic.  Investment into the BEACH is seen as an economic stimulus initiative that will 
not only assist in getting the industry back on its feet, it will also provide a much needed 
injection into the local construction industry, creating ongoing employment opportunities, 
and increasing spend within the Busselton CBD.  Further, this option will not achieve the 
vision of connecting the Busselton foreshore and CBD as a key town centre revitalization 
initiative. 

2. Defer the project design until such time that additional external funding is secured.  Officers 
do not support this option as the tender for architectural design services was awarded to 
Kerry Hill Architects in January 2020.  Since this time significant progress has been made on 
the project which has included a considerable amount of community consultation raising 
expectations that the project will finally be realized. This option is also highly likely to result 
in withdrawal of the Federal Government Funding which has strict milestones and 
timeframes. In addition, the $20m Hilton Garden Inn hotel development was secured with 
the intention that a significant conference facility would be developed in the town centre.  
Suspending the project at this point will create economic uncertainty with CBD traders and 
the arts and creative industries which have been one of the hardest hit industries through 
the COVID-19 pandemic. 
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CONCLUSION 

The City has not invested significantly into the arts and cultural sector for decades, despite the 
provision of cultural and art facilities and experiences being a key strategic community objective.  
With an opportunity to enhance funding secured by the Federal Government and low interest rates, 
now is an opportune time to build a facility for the future instead of building a facility that will have 
known shortfalls and not meet the needs and expectations of the community. 
 
For the purposes of certainty, and transparency, the officer recommendation seeks confirmation 
from Council that it does wish to proceed as per the optimised design and at a budget of $28.5M - 
$30.3M, and that, in the event that the City is unable to secure additional funding, a loan as detailed 
in this report is taken. 

TIMELINE FOR IMPLEMENTATION OF OFFICER RECOMMENDATION 

Officers will immediately progress the next design phase based on the optimum designs and at a 
project budget of $28.5M - $30.3M following Council’s endorsement of the officer recommendation. 
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