
Auditing For The Australian Capital Territory

The Auditor-General is head of the Auditor-General’s Office.
He and his Office act independently of the Government.  The
Office assists the Auditor-General to carry out his duties, which
are set out in the Audit Act 1989, by undertaking audits of
management performance and the financial statements of public
sector bodies.  The aim is to improve public sector management
and accountability by firstly, ensuring the Legislative Assembly
and the electorate are provided with accurate and useful
information about the management of public sector resources
and secondly, by providing independent advice and
recommendations for improving the management of public
resources.
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28 March 1996

The Speaker
Australian Capital Territory
   Legislative Assembly
South Building
CANBERRA  ACT  2601

Dear Mr Speaker

In accordance with the authority contained in the Audit Act 1989, I transmit to the
Legislative Assembly a Report entitled “Land Joint Ventures”.

This audit was conducted with the assistance of the private accounting and consulting
firm, Arthur Andersen, and managed by Mr Peter Hade of my Office.

Yours sincerely

John A. Parkinson
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SECTION 1

REPORT SUMMARY
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REPORT SUMMARY

Introduction

This report presents the results of a performance audit
of ACT Government Joint Venture land
developments.  The audit was carried out between
May and December 1995.

Why did the Audit Office carry out the audit?

The Audit Office has a program of carrying out audits
of major areas of Government activity in order to
provide independent advice to the Legislative
Assembly on the management of public sector
resources.

The Government has sought private sector
involvement to assist in land development.  This
approach is intended to assist in maximising the
achievement of the Government’s objectives of
creating estates with a high level of amenity,
providing an adequate return to the Government,
achieving innovative urban and housing design, and
providing and maintaining affordable housing in the
ACT.

The audit was carried out to form an independent
opinion as to whether the Joint Ventures were being
managed effectively and that the ACT’s financial
interests were protected.

What did the audit do?

The audit reviewed two current Joint Venture
residential land developments involving the ACT
Government and private sector participants.  The
developments were the Harcourt Hill Estate and the
Dunlop Hills Estate.

 The Harcourt Hill venture is a unique land and facility
development involving over $100m in expenditure
while the Dunlop Hills Joint Venture was selected as
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being typical of the broadacre developments in which
the Government is involved.

 The audit reviewed the operation of these projects to
determine whether or not:

• the processes for selecting the Joint Venture partners were
conducted appropriately in accordance with principles of
fair and open competition;

• the operations of the Joint Ventures have produced or will
produce the financial returns estimated when the Joint
Ventures were being established; and the Joint Venture
agreements effectively provide for equitable apportionment
between the partners of financial returns, losses and risks;
and

• accounting and external reporting by the Joint Ventures is
adequate to satisfy public accountability requirements.

The audit did not review the operation or effectiveness
of the Government’s land release program nor did the
audit review the relative returns from full Government
development of broadacre land compared with Joint
Venture development.

Audit approach

The audit reviewed Joint Venture documentation for
both the Harcourt Hill Estate and the Dunlop Hills
Estate.  Additional documentation affecting the
operation of the Joint Ventures including financial
facility Agreements and the consultancy agreement
between Harcourt Hill Pty Limited and Rider Hunt
Sydney Pty Ltd was also reviewed.

The audit examined relevant working files held by the
Land Development Branch which is now part of the
Department of Urban Services.

Additional financial data was obtained from audited
financial statements, monthly progress reports to the
Committee of Management for each estate and
quarterly reports to the Minister for each of the Joint
Ventures.
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Interviews were conducted with Committee of
Management representatives from each of the Joint
Venture participants (both Territory Government
representatives and private sector participant
representatives) and representatives of the Department
to confirm and corroborate recorded information.

Audit opinion

The overall opinion was that the Joint Venture
arrangements are being managed effectively and that
the ACT’s financial interests are protected
appropriately.  In relation to public reporting and
accountability, the conclusion was drawn that this
should be improved.

Overview of findings - joint venture

Harcourt Hill

Process for Selecting the Joint Venture Partner (Chapter 4)

The selection processes for the Joint Venture partner
for the Harcourt Hill Estate sought to meet two
objectives.  These were:

• to investigate the feasibility of planning and developing an
integrated tourist development; and

• to establish appropriate financial returns to the Government
for its participation in such a development.

The selection processes focused on the first objective
and as such the selection criteria were substantially
subjective.  Competition on the basis of financial
return was not part of the selection process.
Notwithstanding this, the audit found that adequate
market research, financial analyses and reviews were
applied during the feasibility stage to ensure the
Government’s financial position would be protected
and that the anticipated return to the Government
would be adequate, even taking into account possible
changes in the tourist and residential markets which
may occur during the life of the Joint Venture.
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While the selection process did not provide open
competition in all stages, the process and the
conclusions reached were not inappropriate having
regard to the nature and complexity of the project.

Financial Returns to the ACT (Chapter 7)

The profit share to the Government is estimated to be
approximately $21m. As well, the ACT will receive
approximately $24m for the sale of land.

At this stage in the project, it is not possible to
conclude as to whether or not the anticipated returns
from the project will be achieved.  As mentioned in
paragraph 1.9, future progress of the project will be
reported to the Assembly annually by the Audit
Office.  This reporting will include the achievement of
financial returns.

The Management Committee expects the total dollar
profits to the Government to be higher than
anticipated at the start of the project due to increases
in sale prices over the development with a smaller
increase in development costs.  However, the
increased prices will only be generated as a result of
an extension of the completion time for the project.
The project has been extended from 5 to 6.25 years.
The estimated real return to the ACT (as measured by
the net present value of the cash flows) has fallen from
$33.7m to $30.6m, or by 9%.

Expenditure to date is in accordance with the project
budget.  There has been some slowing of sales
reflecting market conditions in the ACT and the
decision of the Management Committee to generally
maintain prices.

The Project Manager has commenced marketing the
golf course, clubhouse and hotel site.  A successful
outcome from this part of the project will be
significant to the overall financial result of the project.

Equitable Apportionment of Returns, Losses and Risks
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The return to the ACT from the Harcourt Hill Estate
Joint Venture is 50% of profits.

The Government has taken reasonable steps to protect
itself from loss. Taking the risk of loss into account,
the apportionment of profits between the participants
is considered to be equitable (Chapter 8).

During the final negotiations for the development, the
ACT Government was required to provide a financial
guarantee to the financier.  It is considered that the
existence of the guarantee does not significantly
increase the Government’s financial risk from the
project (Chapter 6).

Project Management (Chapter 8)

National Commercial Management Services Limited
is the appointed Project Manager. The principal of this
company also has an interest in Cygnet and the Joint
Venture.

Under the Project Management Agreement, National
Commercial Management Services Limited is entitled
to a management fee based on 2.7% of the total
development costs for the residential component and
4.0% of development cost associated with the core
resort component.  The Project Manager also receives
a commission of 0.55% of the gross sale price for
supervising and co-ordinating project marketing.

While the project management fee will increase with
increased development costs, the involvement of the
Project Manager as an equity participant in the Joint
Venture will also provide incentive for the Project
Manager to control costs and maintain viability of the
project.  In addition, development costs are subject to
audit by a quantity surveyor.

Under these arrangements, the audit concluded that
the project management arrangements are satisfactory.
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Dunlop Hills Estate

Processes for Selecting the Joint Venture Partner (Chapter 10)

The audit concluded that the general processes for
selecting the Joint Venture partner were appropriate.

Although one proposal offered marginally greater
financial returns to the Government than the accepted
proposal, the rejection of this proposal was reasonable
in view of the tenderer’s extensive involvement in
other land development.

Financial Returns to the ACT (Chapter 11)

The projected final profit share to the Government
from the Joint Venture is approximately $1.2m. As
well, the Government has received 15 blocks for sale
to ACT Housing (estimated value $0.6m) and payment
for land comprising the estate ($2.4m).

This profit is 25% below the $1.6m which was
estimated when the Joint Venture was being planned.
It is considered, however, to be a reasonable return in
view of the current deterioration in the market.

Equitable Apportionment of Returns, Losses and Risks (Chapter 11)

The profit share to the Government from the Dunlop
Hills Estate Joint Venture (including the transfer of
15 blocks) is estimated to be approximately 60% of
total profits.

Taking the risk of loss into account, the apportionment
of profits between the participants is considered to be
equitable.

Project Management (Chapter 11)

Under the Project Management Agreement, Bill Guy
and Partners Pty Limited (which is also one of the
Members of the Joint Venture consortium) is entitled
to a management fee based on 1.75% of the gross
sales of all land within the development.  Bill Guy and
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Partners therefore has an interest in maintaining higher
sale prices.

However, this interest is balanced by an interest in
ensuring continuing cash flow, cost control and
overall viability as the company will derive income
from distribution of profits of the Joint Venture.

It is considered that, on balance, the project
management arrangements are satisfactory.

The management fee of 1.75% of gross sales is
considered to be reasonable and comparable with
commercial arrangements.

OVERVIEW OF FINDINGS - Accounting and External Reporting

Management Reporting (Chapter 12)

The reports produced by both Joint Ventures for the
Joint Venture partners exhibit the necessary
characteristics to ensure that they provide useful
information to support economic and business
decisions.  These characteristics include:

• summary reporting;

• exception reporting;

• qualitative comment;

• standard format (comparability);

• financials - actual against budget; and

• timeliness.

The reports produced also meet generally accepted
standards of business and accounting reporting.

Public Reporting (Chapter 12)

Public reporting of the activities of the Joint Ventures
is contained in Departmental Annual Reports.
Audited financial statements for each current Joint



LAND JOINT VENTURES

9

Venture are presented in the Annual Reports.  The
Reports also contain a general commentary on Joint
Ventures, together with a detailed schedule of current
Joint Ventures setting out names of partners, etc.
Reporting in the Budget Papers is general and brief.

Considering the public resources already currently
invested in these operations and committed into the
future, full public accountability for the management
of these resources is essential.  It is estimated that
more than $100m (in land and other assets) of
Territory resources are invested or committed to
current Joint Ventures.

In relation to public reporting, the following audit
conclusions were drawn:

• the Annual Report commentary provided is extremely
general, providing little or no specific information on
whether Joint Ventures individually or in total are achieving
good financial or other results.  The information provided is
too general to be useful for public accountability purposes.
It is recommended that comments prepared for the
1995-96 Annual Report should be significantly expanded to
provide greater and more useful detail;

• as mentioned, the annual financial statements of each Joint
Venture are published in the Annual Report and this is
appropriate.  The financial statements provide some useful
information, however the information is not sufficient for a
full understanding of the Ventures’ financial success or
failure as the Ventures by their nature may operate over
several annual reporting periods and proceed through
various stages in their life cycle.  For this reason,
information provided in one year’s financial statements is
insufficient to judge a Joint Venture’s success or failure.  To
remedy this, it is recommended that an additional operating
statement should be prepared and published which covers
the period from the commencement of the Joint Venture
through to the reporting date; and

• the auditors of the Joint Ventures are appointed as a
requirement of the relevant Joint Venture agreement.  In
terms of the agreements, the auditor is required only to
report to the parties to the Ventures, although the reports do
get published in the Department’s Annual Report.  It is
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recommended that the Auditor-General should be appointed
as auditor of all land development Joint Ventures.

Board Of Inquiry Into Administration Of Act Leasehold (Stein Inquiry)
Recommendation

The Stein Inquiry also had concerns about the public
accountability (including audit arrangements) of land
development Joint Ventures.  The Inquiry’s comments
were presented at pages 219 to 281 of its Report.

In relation to auditing, the Board’s Report included
the comment that:

“Issues of accountability to the Government and the
community mean that there is a proper and
appropriate role for the Auditor-General to play as
the auditor of Joint Venture accounts.”  (paragraph
19.35)

The Report recommended that:

“The ACT Auditor-General be appointed as the
auditor for all Joint Ventures.”  (Recommendation 83)

Adoption of this recommendation that the
Auditor-General be the auditor of all land
development Joint Ventures would automatically
eliminate questions as to whom the auditors are
responsible and also potential restrictions on audit
scope, as the Auditor-General’s responsibilities are set
out in ACT legislation.

Recommendations for Future Actions

The following recommendations for future actions are
made:

• It is recommended that the Committee of Management
continues to retain specialist consultant services for cost
management and project cost auditing through to
completion of the project.

• To enhance the quality of reported information it is
recommended that the following information be included in
the quarterly progress reports to the Minister:
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- current net cash position of the Joint Venture
and projections for monthly cash position
balances, 12 months in advance;

- a comparison of last 3 months net cash position
with previous monthly projections; and

- explanation of material differences in the
comparison above.

As the quarterly progress reports to the Minister
represent a critical point in the reporting process the
inclusion of such information in those reports should
enhance reporting timing of profit receipts and debt
obligations.  It should also enhance timely and
effective decision making.

• It is also recommended that commentary provided in
Departmental Annual Reports is significantly expanded to
provide more information on the success or failure of
individual Joint Ventures.

• It is further recommended that an additional financial
statement is published in the Departmental Annual Report
which covers the period from the commencement of each
Joint Venture to the reporting date.

• It is also recommended that the Auditor-General should be
appointed as auditor of all land development Joint Ventures.

Future AUDIT Reviews of Harcourt Hill

Because of the long time period and the financial
importance of the Harcourt Hill development, the
Audit Office will review reporting and progress of the
project annually and report to the Legislative
Assembly.

The Audit Office reporting will include the
achievement of key elements of the project, such as
the sale of the golf course and hotel site, and the
ongoing financial returns.
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SECTION 2

JOINT VENTURES GENERALLY
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OVERVIEW OF THE ACT GOVERNMENT’S JOINT VENTURE
ARRANGEMENTS

Introduction

Since 1988, the Territory has entered into 18 Joint
Venture agreements to develop residential estates.
These Joint Ventures involve the completion of up to
6,000 blocks. More than 2,600 blocks have been
developed to date.

Three Joint Ventures were with the Master Builders
Construction and Housing Association (MBA), three
with the Housing Industry of Australia (HIA), one
joint MBA and HIA developed estate, and the
remaining nine being developed with other
participants in the private sector.

Management of Joint Ventures

Joint Venture development projects are managed by a
group known as Land Development.  For much of its
existence, the group has been a part of the former
Department of Environment, Land and Planning. In
the past nine months it has been variously included in
the Chief Minister’s Department, the Department of
Business, The Arts, Sport and Tourism, and now the
Department of Urban Services.

The group also manages special land development
projects such as the Amtech Estate at Symonston.

Joint Venture structure

For each Joint Venture, a nominee company is
established to hold property including the Crown
Lease.  The company, as a legal entity, is able to enter
into contracts and other arrangements as nominee and
agent of the Joint Venture participants.

The Government and the Joint Venture partner are
equal shareholders in the company.
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Committee of Management

Joint Venture companies are controlled by
Committees of Management with equal representation
from both participants.

Joint Venture agreements empower the Committees of
Management to supervise and control the Joint
Ventures.  The Committees do this through Project
Managers who are engaged as contractors to the
nominee companies.  Once Joint Venture agreements
are signed, the Members of the Committees of
Management are empowered to bind the participants.

All decisions relating to the business or affairs of the
Joint Ventures are made by the Committees of
Management and are made in accordance with
procedures defined in the Joint Venture agreements.
The Committees of Management meet at least
monthly, and consider reports from the Project
Manager.  All matters of substance are considered by
the Committees of Management, including all
appointments and expenditure proposals which require
specific approval.

Operation of land Joint Ventures

There are several processes in the implementation and
operation of a typical land development Joint Venture.
These include:

• selection of the Joint Venture partner and documentation of
the agreement;

• appointment of a Committee of Management and Project
Manager;

• approval of implementation planning and commencement of
development planning.  In this stage, blocks, roads and other
infrastructure are designed.  Approvals are obtained from
the Environment and Land Bureau, ACTEW and ACT
Planning Authority;

• pricing of blocks;

• commencement of marketing;
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• negotiation of financing arrangements;

• construction;

• release of developed blocks for sale usually on a staged
basis;

• payment to the Environment and Land Bureau for the land
comprising the estate;

• progressive distribution of profits subject to the availability
of funds; and

• when the last block is sold, final determination of profit and
final distributions made and wind-up of the Joint Venture.

GOVERNMENT INFLUENCE ON Joint Venture operatIONS

Joint Ventures are required to meet Territory standards
for land development and any other specific
requirements contained in the Deed of Agreement
between the Joint Venture and the Government.  Joint
Ventures are subject to the normal ACT planning
requirements.

Joint Ventures operate independently of other ACT
agencies, however the Government nominees on
Committees of Management are responsible for
ensuring that the Government’s interests are protected
and that land development objectives are met.
Through its Members on the Committees of
Management, the Government is able to have a very
strong influence on the form of the estate, the way it is
managed and the sale strategy.

If the Government imposes specific conditions on a
project which are in conflict with market forces or
impact significantly on the viability of the project,
these are specified “up front” so that the Joint
Ventures can be entered into with a clear
understanding of responsibilities, obligations and
anticipated returns.  These arrangements could include
restricting the sale price of blocks, and the number and
type of blocks.
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SECTION 3

AUDIT OF HARCOURT HILL ESTATE
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OVERVIEW OF HARCOURT HILL ESTATE

INTRODUCTION

Harcourt Hill is a prestige residential estate which is
being developed as a Joint Venture between the ACT
Government and the private sector.  The development
is located approximately 12km north of Canberra’s
Central Business District. It is adjacent to the suburb
of Nicholls and has a frontage to the Barton Highway.

Adjacent to the development site is the Gold Creek
tourist area comprising the National Dinosaur
Museum, Old English Pub, Cockington Green Model
Village, Gold Creek Gallery, Ginninderra Village and
the Federation Square Shopping Complex. This
complex attracts considerable tourism to the area.

ComposITION of the Harcourt Hill Estate

On completion, the Harcourt Hill Estate will comprise:

• a high quality residential estate of approximately 1,560
dwellings with blocks ranging in size from 400 square
metres up to 1,500 square metres;

• an 18-hole championship golf course designed by Bruce
Devlin and driving range with three practice holes; and

• a clubhouse with associated food and beverage facilities,
health facilities, gymnasium and health management, heated
indoor swimming pool, all weather tennis courts and child-
minding facilities.

In addition, it is planned that the estate will include a
3½ to 5-star standard 250-room hotel with conference
facilities.  The Joint Venture is responsible for the
development and sale of the hotel site, but not for the
construction of the hotel.

PROGRESS WITH Development of the Estate

Construction of the estate commenced in late 1993.
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A Display Village consisting of 19 display homes and
a sales and information office was officially opened on
27 May 1995.

As at January 1996, the golf course was substantially
complete and Stage 1A and Stage 1B of the residential
estate had been completed.  Stage 2A had also been
completed.  A total of 254 sales had been made from
298 residential blocks developed.

Construction of the clubhouse and preparation of the
hotel site had not commenced at the time of writing
this report.
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SELECTION OF THE HARCOURT HILL JOINT VENTURE PARTNER

Introduction

This Chapter reviews the processes for selecting the
Joint Venture partner for the Harcourt Hill
development.

The following matters are addressed in this Chapter:

• consultant’s report on a tourist resort;

• preliminary assessment;

• detailed assessment; and

• feasibility stage.

The selection process for the Joint Venture partner for
the Harcourt Hill Estate sought to meet two objectives.
These were:

• to investigate the feasibility of planning and developing an
integrated tourist development; and

• to establish appropriate financial returns to the Government
for its participation in such a development.

Summary of findings

• Selection processes focused on the first objective and as
such the selection criteria were substantially subjective.
Competition on the basis of financial return was not part of
the selection process.  Notwithstanding this, the audit found
that adequate market research, financial analyses and
reviews were applied during the feasibility stage to ensure
the Government’s financial position was protected and that
an adequate return to the Government would be achieved,
even taking into account possible changes in the tourism
and residential markets which may occur during the life of
the Joint Venture.

• While the selection process cannot be described as
providing open competition in all stages, the process and
the conclusions reached were appropriate having regard to
the nature of the project.
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Consultant’s report on A POTENTIAL tourist resort

In 1990, following suggestions by various local and
national developers that a tourist resort would boost
tourism in the ACT, Peat Marwick Management was
engaged by the Government to consider the overall
potential for a resort development.

Peat Marwick Management reported that:

• a mix of tourism infrastructure was lacking in the ACT;

• a development would need interstate and international
markets for viability; and

• a golf course based resort would need accompanying
residential development.

The consultants recommended that a study be carried
out including site identification, market research into
base activities and target markets, and the feasibility
of the project.

It is understood that because of the expense of
engaging further consultants for the recommended
study, it was decided that the market research and
other studies would be undertaken as part of the
detailed assessment of proposals received rather than
as a separate project conducted prior to calling for
proposals.
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Preliminary Assessment PROCEDURE

Expressions of Interest

In November 1990, Expressions of Interest to develop
a Tourist Resort in the Australian Capital Territory
were called in the national press.  The Expression of
Interest document supplied to interested parties
required submissions to include:

• full particulars of the tenderer(s);

• identification of the preferred location criteria and desired
site attributes;

• a statement of the range of facilities proposed in the
development, conceptual sketch plans including an
indicative site plan, vehicular and pedestrian circulation
systems and a landscape plan;

• a statement demonstrating the development capability of the
tenderer; and

• satisfactory evidence from a financial institution that the
tenderer had the capacity to undertake the development.

The Expression of Interest document specifically stated that
only applicants qualified through the Expression of Interest
stage would be able to further develop proposals for the resort.

Responses Received

Five responses were received.  An Assessment Panel1,
however, found that none of the submissions met the
submission requirements.

As none of the submissions met the submission
requirements, each of the tenderers was requested to
provide further information intended to enable the
Department of Environment, Land and Planning to
identify an appropriate location and site.  Further
submissions containing this information were received
during August 1991. The Preliminary Assessment

                                                
1 The Assessment Panel for the preliminary assessment comprised the Assistant Secretary of the Land

Development Branch and the Directors of the Estate Development, Estates and Programming Sections,
all from the Department of Environment, Land and Planning.
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Panel then identified the Gold Creek/Hall area to be an
appropriate site.

In the further submissions, all tenderers sought some
form of financial assistance. The Preliminary
Assessment Panel considered that a Joint Venture
arrangement would be appropriate on the basis that the
Territory be paid the raw land value plus at least a
50% share in the profits accrued by the project.

Detailed Proposals RECEIVED - Hall/Gold Creek

Further Assessment

In September 1991, three of the initial tenderers were
invited by the Preliminary Assessment Panel to submit
proposals for the next stage.

These tenderers were advised of the selected area for
the tourist resort and the proposed Joint Venture
arrangement, and asked to resubmit taking this
particular site into consideration.

A package of information including base plans, aerial
photos, development proposals on adjacent sites and
other information, was provided.  The proposals were
required to address:

• the development area;

• concept plans based on two scenarios, one being to comply
with the existing land use policies and the other assuming
no land use policies existed except for the Gungahlin Policy
Plan and the National Capital Plan;

• timing and staging of the development;

• the make-up of the development consortium; and

• proposed Preliminary Deed of Agreement and Deed of
Agreement and Holding Lease.

Responses were required by 25 November 1991.

Consideration of Detailed Submissions
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Following the receipt of the submissions an
Assessment Committee2 met on 5 December 1991 to
select the preferred Joint Venture partner.  The criteria
upon which the Committee assessed the applications
were:

• the proposed resort activities;

• capacity to perform; and

• the concept plans.

The criteria did not address financial returns to the
Government.

The Assessment Committee selected
Terry O’Donoghue Promotions as the preferred
tenderer and this selection was approved by the
Government on 8 January 1992.

The shareholders of Cygnet Corporation Pty Ltd
(Cygnet) ‘stood behind’ the submissions made by
Terry O’Donoghue Promotions throughout the
selection process. Terry O’Donoghue Promotions
subsequently withdrew from the consortium prior to
the signing of the Joint Venture agreement.

Cygnet is the vehicle for a consortium which was
formed specifically for the Harcourt Hill development.
It is composed of three major shareholders, all of
which have experience in major commercial and land
developments.

Feasibility Stage

The successful tenderer (Cygnet) was required to enter
into a Preliminary Deed of Agreement for a period of
six months. In this period the tenderer was to
undertake detailed market research, a financial
feasibility study, and prepare a preliminary design for
the resort.  On satisfactory completion of these
obligations the final Deed of Agreement was to be

                                                
2 The Assessment Committee comprised the First Assistant Secretary, Land Division, Chief Territory

Planner, Assistant Secretary of the Land Development Branch, and the General Manager of the
Environment and Heritage Branch.
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entered into for the commencement of the
development.

Cygnet and the ACT Government entered into a
Preliminary Deed of Agreement for a six month term
on the 12 February 1992.

Fearon Brennan, a Canberra firm of chartered
accountants, was engaged by the Assessment Panel to
review the proposed financial arrangements including
the finance facility, costs of land acquisition, sale
proceeds, the project return analysis and sensitivity
analyses.

Fearon Brennan’s report was completed on
11 September 1992.  No major concerns were raised in
the report. The Assessment Committee concluded that
Cygnet had satisfactorily completed its obligations
under the terms of the Preliminary Deed of
Agreement.

Approval was obtained from the Government on
28 September 1992 to proceed with the development
and to enter into the Deed of Agreement.  Work on the
development commenced in November 1993.

Audit comment

There were certain audit concerns identified with the
way in which the assessments of the submissions in
the preliminary and detailed stages were carried out.
While there were general submission requirements,
there were no assessment criteria and only limited
overall assessment of the submissions to select an
appropriate Joint Venture partner.

Apart from brief summaries of the submissions there
is no record of the assessment process carried out for
the initial Expressions of Interest.

For the detailed stage of the selection process the
Assessment Committee met in December 1991 to
discuss the submissions and to select the preferred
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Joint Venture partner.  As mentioned above,  there
were three general assessment criteria:

• the proposed resort activities;

• capacity to perform; and

• the concept plans.

The criteria did not address the financial returns to the
ACT Government.

The Committee minutes record that:

“After considerable discussion the Committee
Members decided, as an initial assessment, that Terry
O’Donoghue Promotions was the preferred tenderer,
subject to detailed examination by the panel of all
submissions, selection criteria and background
documents.”  (Extract from the meeting minutes dated
6 December 1991.)

A report which summarised the situation was
submitted to the Minister for Environment, Land and
Planning seeking endorsement to proceed to the next
stage (Preliminary Deed of Agreement) with the
preferred tenderer.

The audit noted that:

• there was a general assessment of the tenderers on the major
issues only; and

• there is no record of a detailed examination of the
submissions being carried out.

The Department has advised that it considered that it
was not necessary to carry out a more detailed
assessment of the proposals as only the
Terry O’Donoghue proposal satisfied the general
assessment criteria. In the circumstances, the
Departmental opinion was that there was nothing to
be gained by more detailed assessments of the other
proposals.
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The audit reviewed the proposals and concluded that
the Assessment Committee’s recommendation was
appropriate.
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HARCOURT HILL - JOINT VENTURE ARRANGEMENTS

Introduction

This Chapter sets out the main elements of the
Harcourt Hill Joint Venture agreement which was
signed on 3 September 1993 following the fulfilment
of the conditions of the Preliminary Deed.

Share of profits and losses

The Agreement provides that the participants will each
be entitled to 50% of the profits of the Joint Venture
and shall be severally liable for any losses in the same
proportion.

Subject to the availability of funds the profits will be
distributed at the end of each financial year.  All
liabilities of the Joint Venture are to be paid out of the
assets and income of the Joint Venture.  In the event
that these are insufficient each participant has agreed
to pay one half of the amount of any shortfall.

Working capital

The Joint Venture agreement provided that Cygnet
would deposit $1m into the Joint Venture bank
account as non-refundable working capital.

Revolving finance facility

The project is financed by a revolving facility with the
Commonwealth Bank having an initial limit of $25m
and reducing over a term of five years (Chapter 6).  At
the end of the five-year facility (13 October 1998), all
debt to the Commonwealth Bank is to be repaid.

Sale of golf course, country club and hotel site

Under the Joint Venture agreement, Cygnet is
responsible for procuring a purchaser for the golf
course and country club.  If, within 18 months of its
practical completion, a purchaser had not been
secured, then Cygnet is obliged to purchase the golf
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course and country club at development cost.  Cygnet
is also responsible for procuring a purchaser for the
hotel site.

Payment to Government for land

The Deed of Agreement between the ACT and the
Joint Venture provides that the land payment is to be a
minimum $22,721,500 indexed and payable
progressively upon completion of the servicing of
each  stage and prior to the issue of the consequent
leases. The premium payable is based on a minimum
of 18% of the proposed retail sale price for each
dwelling in the stage. The total land payment will be
greater than that assessed by the Australian Valuation
Office (AVO).

A minimum 1,567 dwelling units are planned to be
developed.  For each undeveloped dwelling unit short
of this minimum, $14,500 is to be paid to the
Government by the Joint Venture.

The premium for the hotel site is $200,000.

Project management arrangements

The Project Management Agreement provided for a
project management fee of 2.7% of total development
costs for the residential component and 4% of the
development costs for the core resort component.
National Commercial Management Services Limited
is the appointed Project Manager.  The principal of
this company also has an interest in Cygnet and the
Joint Venture.

Committee of management

The Joint Venture is managed, supervised and
controlled by a Committee of Management.  The
Committee of Management cannot comprise more
than three representatives from each Joint Venture
participant.  At the time of preparing this Report, the
Committee of Management is made up of two
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Government officials from the Land Development
Branch and three representatives from Cygnet.

Any resolution of the Committee of Management
requires a vote of more than half of the Committee and
the vote of all representatives appointed by either Joint
Venture participant.  Under these arrangements neither
Joint Venture participant can, by itself, determine
decisions of the Committee.



LAND JOINT VENTURES

30

FINANCIAL GUARANTEE - HARCOURT HILL

Introduction

This Chapter reviews the provision of a financial
guarantee provided by the Government for the project.

Significant Finding

• During the final negotiations for the development, the ACT
Government was required to provide a financial guarantee
to the financier. It is considered that the existence of the
guarantee does not significantly increase the Government’s
financial risk from the project.

Expression of Interest Document

The Expression of Interest document for the Harcourt
Hill project made no mention of responsibility for
arranging finance for the project.  Initially, it was
intended that there would be no guarantee by the
Government with any recourse by a financier limited
to the assets of the Joint Venture company.

The issue of financing was not explored by the
Assessment Committee during its assessment at the
feasibility stage.

Cygnet’s initially intended financier sought the
Territory’s agreement to guarantee the project.  When
the Government refused to provide a guarantee, this
financier withdrew.

Provision of THE guarantee

The Commonwealth Bank agreed to become the
financier on condition that a guarantee was provided.
This condition may have been seen by the bank as
necessary because of the Government’s unique
position of being able to determine land supply, and
therefore significantly influence the outcome of the
Joint Venture.
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The Government was advised that in the absence of a
guarantee, the project could not proceed in its
proposed form and that this would result in loss of
revenue from the project and losses of jobs over the
development period.

The Government agreed to provide the guarantee.

Terms of the Guarantee

Under the terms of the guarantee, the Government has
provided an irrevocable undertaking to repay all debt
outstanding under the existing finance facility
agreement after five years, i.e. by 13 October 1998.

The initial finance provided was $25m.  Under the
facility agreement, the Joint Venture is required to
reduce the outstanding amount progressively to an
amount of $8m by 1997.  At the end of the five-year
facility (13 October 1998), all debt is to be repaid.

Under the Joint Venture agreement, if at interval
repayment dates there are insufficient funds in the
Joint Venture to make the required payment, Cygnet
has covenanted to pay the shortfall.  If any debt to the
bank remains at 13 October 1998, Cygnet’s
entitlement to a distribution of profit is deferred until
the debt is discharged.  A shortfall met by Cygnet is to
be treated as an interest-bearing loan, the rate being
the rate payable under the financing instrument plus
2%.

Notwithstanding Cygnet’s obligation to repay debt,
the Territory has guaranteed repayment of any debt
outstanding after 13 October 1998.

Audit comment

It is noted that the position of the Government is
strongly protected under the Joint Venture agreement.
Cygnet is required to extinguish the Joint Venture debt
(if any) at the end of the five-year period. As well, the
Agreement defers the payment of any profit share to
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Cygnet until the Joint Venture debt has been
discharged.

On the basis of the content of the Joint Venture
agreement and progress with the development of the
estate to date, it is considered that the provision of the
guarantee has not significantly increased the
Government’s financial risk in the project.
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FINANCIAL RETURNS FROM THE HARCOURT HILL JOINT
VENTURE

Introduction

This Chapter assesses whether the operations of the
Joint Venture have produced or will produce the
financial returns estimated when the Joint Venture was
being established.

Summary of Findings

• The Management Committee expects that the eventual share
of profits to the Government will be approximately $21m.
This amount is higher than the profit share of $18m
anticipated at the start of the project.  This increase is due
to expected sale prices increasing more over the Joint
Venture’s life than originally estimated with a smaller
increase in development costs.  The increase in prices
expected is a result of an extension of the development
period rather than increasing real value of the land.

• It is anticipated that the ACT will receive approximately
$24m for the sale of land compared with $23m estimated
when the project commenced.

• Although the estimated dollar return to the Government has
increased since the development commenced, taking into
account the lengthening of the project’s life the real return
(as measured by the net present value of the estimated cash
flows) has reduced from $33.7m to $30.6m (a 9%
reduction).

• At this stage in the project, it is not possible for the audit to
conclude as to whether or not the anticipated returns from
the project will actually be achieved.

• Expenditure to date is in accordance with the project
budget. There has been a slowing of sales reflecting market
conditions in the ACT.

• The Project Manager has commenced marketing the golf
course, clubhouse and hotel site.  A successful outcome from
this part of the project is significant to the overall financial
result of the project.
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Summary of Performance Results

The following table shows a comparison of the initial
estimates of the project totals for the key elements of
the cash flow and the same elements in a revised cash
flow analysis prepared in July 1995.

COMPARISON OF ESTIMATED AND REVISED CASH FLOWS -
JULY 1995

Joint Venture
Agreement Cash

Flow

Revised Cash
Flow

Variance

$ %

Income $137,745,000 $146,339,000 $8,594,000 6.24%

Development
Expenditure
(incl. Interest Costs)

$102,088,000 $104,549,000 $2,461,000 2.41%

Net Profit $35,657,000 $41,790,000 $6,133,000 17.20%

Profit on Costs 34.93% 40.00% - -

Profit Share to ACT
Government

$17,828,500 $20,895,000 $3,066,500 17.20%

Land Payments to
ACT Government

$22,921,500 $23,705,000 $738,500 3.42%
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Analysis of Cash Flows

The Management Committee expects the total returns
to the Government to be higher than anticipated at the
start of the project.  This increase is due to increases in
income from sales (paragraph 7.4) over the
development with a smaller increase in development
costs (paragraph 7.5).  However, because of delays in
commencing the project, cash flows have been
substantially deferred and the overall development and
selling period has been extended from 5 years to 6.25
years.

Land sale payments are expected to increase from
$22.9m to $23.7m (paragraph 7.6).

Net Present Value

For longer term projects such as the Harcourt Hill
Estate it is more appropriate to consider the Net
Present Value (NPV) of the cash flows over the period
of the development.  The NPV calculation reveals the
effects of the extension of the period of the project.

The initial projections indicated returns with an NPV
of $33.7m at a discount rate of 8% per annum.  The
currently revised cash flow shows an NPV of $30.6m
(at 8%), mainly resulting from a lengthening of the
projected sales period from 5 years to 6.25 years,
partially off-set by the expected increase in the block
prices.  These estimates include the payments for land
over the life of development.

Delays in Commencing the Project

The initial Joint Venture cash flow analysis was
prepared in September 1992 but due to delays in
obtaining subdivision approval and completing Joint
Venture documentation, the development did not
commence until September 1993.

As described earlier in the report, development of the
estate has been limited to construction of the golf
course, completion of construction of Residential
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Stages 1A and 1B (245 blocks) and commencement of
construction of Stage 2.

While significant development expenditure has been
incurred, sale income comprises early stage residential
block sales only.

Income from Sales

As at the 31 August, the sale of 152 blocks within
stages 1A, 1B and 2A had been completed. Gross
income from sales totalled $14,971,500 at that date.

Although operating in a weaker than anticipated
residential property market, the Committee of
Management has retained original pricing and
accepted a slower rate of sale than originally expected.
Opening a display village in May 1995 had the effect
of increasing market awareness and stimulating sales
to some extent.

To stimulate cash flow a discounting arrangement has
operated whereby 10% reduction in price applied to
purchasers who exchanged contracts within 28 days
and completed the sale 28 days thereafter. This
discounting arrangement, which has now ceased,
provided an improvement in sale results.

The Project Manager has commenced active marketing
of the golf course, clubhouse site and hotel site as a
combined facility.

Development Expenditure

As at July 1995 total development expenditure
inclusive of interest costs amounted to $37,076,800
with estimated further costs to completion of
$67,650,700. The anticipated final expenditure is
$104,727,500.

This shows a minor variation with the total
expenditure adopted in the Revised Cash Flow
($104,549,000). This variation is not significant over
the overall project period.
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Control of Development Costs

Construction Cost Consultants and Quantity
Surveyors, Rider Hunt, audit all expenditures.
Budgets are based on detailed cost planning prepared
by Rider Hunt.

To date, overall expenditure has been maintained
within budget estimates and it is considered that the
Project Manager and the Committee of Management
have been diligent in controlling development cost.
The development cost management supervision
provided by Rider Hunt is an important element in
cost control particularly having regard to the large
scale of this development and the specialised elements
of construction (golf course and clubhouse).

The involvement of Rider Hunt is a requirement of the
financing Facility Agreement between Harcourt Hill
and the Commonwealth Bank of Australia and not a
specific requirement of the Joint Venture agreement.

There is no obligation on Harcourt Hill to continue
with the services of a cost consultant beyond the term
of the existing finance facility.  However, continuation
of such services to completion of the development is
considered essential.

Returns from Sale of Land

Under the Harcourt Hill Estate Joint Venture
agreement, the ACT contributes the land component
and the Joint Venture agreement provides for the
Government to receive payment for that land as each
stage is completed.

On the basis of the Revised Cash Flow, land
payments, including payment for the core resort hotel
site, are projected to be $23,705,000.  This is in excess
of the minimum payment of $22,921,500 provided
under the Joint Venture agreement.
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Payment for Land and Profit Distribution

In accordance with the Joint Venture agreement land
payments have been made to the Government as
development stages have been completed prior to sale.
Land payments totalling $3,489,600 were made to the
Territory in December 1994 and April 1995.

To date no profit distributions have been made as
development expenditure has exceeded income.

Recommendation

It is recommended that the Committee of Management
continue to retain specialist consultant services for
cost management and project cost auditing through to
completion of the project.
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HARCOURT HILL - APPORTIONMENT OF FINANCIAL RETURNS,
LOSSES AND RISKS

Introduction

This Chapter assesses whether the Joint Venture
arrangements for the Harcourt Hill development
provide for an equitable apportionment of the
financial returns, losses and risks.

Summary of findings

• Under the Joint Venture agreement, the return to the
Government from the Harcourt Hill Estate Joint Venture is
50% of profits. The profit share is estimated to be
approximately $21m. As well, the ACT will receive
approximately $23m for the sale of land to the Joint
Venture.

• The ACT has taken reasonable steps to protect itself from
loss.  The apportionment of profits between the participants
is considered to be equitable.

Joint Venture returns to the ACT

The ACT receives returns in two ways:

• returns from the sale of land to the Joint Venture; and

• profits (or losses) associated with the participation in the
Joint Venture.

These matters are discussed following.

Returns from Sale of Land

Under the Harcourt Hill Estate Joint Venture
agreement, the ACT contributes the land component.
As explained in the previous Chapter, the Joint
Venture agreement provides for the Government to
receive payment for land as each stage is completed.
On the basis of the revised cash flow, land payments,
including payment for the core resort hotel site, are
projected to be $23,705,000.  At the time of writing
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this Report, payments totalling $3,489,600 have been
received by the Territory.

A minimum land payment under the Joint Venture
arrangements ($22,921,500) was initially established
following advice from the Australian Valuation Office
and extensive discounted cash flow analysis
conducted by the Land Development Branch.  The
audit reviewed the Branch’s analysis and the
Australian Valuation Office’s assessment and has
concluded that the amount was reasonable.

As land payments are linked directly to the sale price
of completed blocks, the Government will benefit
from any rise in sale price over the duration of the
project.  Slowing in the rate of sales has the effect of
deferring land payments.

Profits Associated with Participation in the Joint Venture

Share of Joint Venture Profits

The Territory is to receive 50% of the profits of the
Joint Venture. The profit is calculated as the net
amount available after all costs are deducted from all
revenue from sales.

Control of Joint Venture Costs

The Joint Venture agreement does not contain a
complete definition of costs attributable to the Joint
Venture.  However, the responsibility for the control
of land payments to the Government, land selling
costs, development costs, holding costs and financing
costs attributable to the Joint Venture rest primarily
with the Committee of Management.

The audit reviewed cost items accepted by the
Committee of Management and concluded that these
items are appropriately attributable to the development
and that no relevant costs were excluded.
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As well, Rider Hunt, a firm of Quantity Surveyors,
audits all development budgets expenditure to ensure
that all costs are appropriate.

As each Joint Venture participant shares costs and
risks associated with the development equally and
each participant has equal control over revenues and
expenditure, the apportionment of profits equally
between the participants is considered to be an
appropriate arrangement.

POTENTIAL Losses and Risks to the ACT

While the Government is entitled to half of the profits
of the Joint Venture it is also severally liable for any
loss.  Losses could arise if there were unexpected
costs in developing the land, if the golf course realised
lower returns than expected or if sales prices of
residential blocks fall.  The Government could also be
exposed to risk of loss if the Joint Venture partner
withdrew from the arrangement.

While the Government and the Joint Venture partner
are severally liable for any losses of the project, the
financial guarantee provided by the Government to the
Commonwealth Bank would ensure that the
Government would, in all likelihood, stand by the
project no matter what the outcome.  It is highly
unlikely that the Government would be able to walk
away from a major project it has publicly been
involved with.  Ultimately therefore, there is some
possibility that the Territory could be required to bear
more than its half-share of any losses.

It is considered, however, that the Joint Venture
arrangements provide a strong level of protection
against risk of loss to the Government for the
following reasons:

• sound choice of a Joint Venture partner, together with a non
refundable deposit of $1m having been paid by the partner;

• Cygnet has responsibility for procuring a purchaser for the
golf course and country club, with a requirement in the Joint
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Venture agreement that Cygnet purchase the course and club
at development cost if a buyer is not found;

• Cygnet is to procure a purchaser for the hotel site;

• Cygnet is to meet the Joint Venture’s expenses or liabilities
if at any time during the life of the project there are
insufficient funds available from the Joint Venture’s
resources or from the financier;

• Cygnet is to extinguish the Joint Venture debt (if any) at the
end of the development period; and

• finally, each participant has equal control over the
management of the Joint Venture. Decisions of the Joint
Venture cannot be dominated by either of the partners.

Audit conclusion - is there an equitable apportionment of financial returns and
risks?

As mentioned earlier, the return to the Government
from the Harcourt Hill Estate Joint Venture is 50% of
profits.  Taking into account the risks of loss set out
previously, the equal apportionment of profits between
the participants is considered to be appropriate.

Project Management Arrangements

In considering issues of equity and profit distribution
under the Joint Venture agreement the audit examined
project management arrangements under the Joint
Venture agreement.

National Commercial Management Services Limited
is the appointed Project Manager.  The principal of
this company also has an interest in Cygnet and the
Joint Venture.  Under the Project Management
Agreement, National Commercial Management
Services Limited is entitled to a management fee
based on 2.7% of the total development costs for the
residential component and 4.0% of development cost
associated with the core resort component.  The
Project Manager also receives a commission of 0.55%
of the gross sale price for supervising and co-
ordinating project marketing.
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While the project management fee will increase with
increased development costs, the involvement of the
Project Manager as an equity participant in the Joint
Venture will also provide incentive for the Project
Manager to control costs and maintain viability of the
project.

Under these arrangements the audit concluded that the
project management arrangements are satisfactory.
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SECTION 4

AUDIT OF DUNLOP HILLS ESTATE
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DUNLOP HILLS ESTATE

Overview of the Dunlop Hills Estate

The Dunlop Hills Estate is located in West Belconnen,
adjacent to Ginninderra Drive north west of
Charnwood. Land sales in the development are
expected to realise approximately $11.5m.

Expressions of Interest for the Joint Venture
development for Dunlop Hills were called in May
1993.  Dunlop Hills was one of the first Joint Venture
residential land developments to be developed with an
individual private sector business. Previous Joint
Venture developments were carried out with industry
associations.

Composition of the estate

The estate accommodates various block sizes and
types of housing including townhouses, semi-detached
housing and standard residential blocks.  The estate is
intended to mainly cater for first home buyers with
prices from $34,000 to $74,000 for blocks ranging
from 360 to 1,660 square metres in area.

The estate is being constructed in three stages:

Stage 1 - of 71 blocks;

Stage 2 - 113 dwelling units; and

Stage 3 - 66 blocks.

As at September 1995, all blocks were substantially
complete.  There were only 19 blocks upon which
deposits had not been taken.

Since development commencement the estate was a
finalist in the Housing Industry Association (HIA)
Housing Estate of the Year in 1994 and received a
Special Merit Award.  The estate also received a HIA
Award for ‘Best Environmental Design’.
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SELECTION OF THE DUNLOP HILLS ESTATE JOINT VENTURE
PARTNER

Introduction

This Chapter outlines the processes for selecting the
Joint Venture partner and assesses whether they were
conducted appropriately in accordance with principles
of fair and open competition.

Summary of findings

• The audit concluded that the general processes for selecting
the Joint Venture partner were appropriate.

• Although one proposal offered marginally better returns to
the Government than the selected proposal, the rejection of
that proposal was reasonable in view of the proposer’s
considerable involvement in other land development.

• The selected partner, Habitat Land Pty Ltd, was the second-
best proposal with a marginally better financial return and
a higher land payment over other submissions.

• Although Habitat had no land development experience as a
consortium, it was a team of professionals, each of whom
had substantial experience in residential and other
development.

• It is considered that the selection of Habitat was
reasonable.

Expressions of Interest

The Government decided in early 1993 to seek
expressions of interest from developers seeking to be
involved in Joint Ventures or in other innovative
co-operative arrangements for development of land in
the ACT.  Expressions of Interest to develop ACT
land incorporating Jarramlee Park, Dunlop Hills and
other estates in the Land Release program were called
from the public.

Ballieu Knight Frank (Canberra) Pty Ltd was engaged
as the marketing agents for the project and invitations
were published in various local and national
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newspapers.  In addition, invitations to submit
expressions of interest were sent to local and national
tenderers which had previously indicated an interest in
joining the Government in developing land.

A guideline document entitled ‘Expressions of
Interest, Government Land Development’ dated June
1993 containing an outline of the proposed
developments, submission requirements and
lodgement details, the proposed Joint Venture
agreement and other documentation was provided
upon request and payment of a fee of $50.

The closing date for lodgement of Expressions of
Interest was 6 August 1993.

Selection Criteria

The financial and non-financial criteria upon which a
Joint Venture partner was to be selected were set out
in the Expressions of Interest document and were as
follows:

• return to the Territory;

• soundness of base corporate entity;

• specific consortium composition for this project;

• demonstrated track record on comparable projects;

• cash flow / Feasibility Statement;

• financing proposals;

• how the proposal meets the Government’s objectives for the
Joint Ventures;

• estate development details/proposals;

• marketing methodology;

• quality of proposal;

• ability to co-operate with the public sector; and

• special attributes.
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A total of 34 submissions were received;
10 submissions specifically stated an interest in
developing Dunlop Hills or Dunlop Hills with other
estates.

Selection Process Outline

Assessment Panel

A panel of assessors for selection of the Joint Venture
partner (the selection panel) was selected by the First
Assistant Secretary, Land Division in DELP and
consisted of a representative from the ACT Treasury,
and representatives from the Estates Project Group
and Land Development Branch in DELP.

Implementation of Selection Process

The selection process followed a formal procedure
closely and resulted in the following being
undertaken.

Financial Assessment

A financial assessment of each of the tenderers
submissions was made by the Assessment Panel with
an objective “to make a fair comparative assessment of
the returns to the ACT Government which could be
expected from the various proposals submitted”.  In
detail, this involved an assessment of the responses to
the Expressions of Interest guideline document on the
basis of financial criteria.  The criteria consisted of
profit share, raw land price, project management fee,
cost of other services provided by the consortium, cost
of finance provided by the consortium and timing of
payments to the Government.

Other factors were assessed including block yield and
realisations, construction costs and duration of the
project.  The final assessment criteria covered
qualitative factors which included the skills and
competence of the consortium, Project Manager and
consultants and the linkages of the consortium with
financiers and the general building industry.
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Tenderers were assessed and ranked.  A short-list of
nine was chosen for further analysis.

Short-List Presentation

The nine short-listed tenderers were invited to make a
presentation to the Assessment Committee.  They were
questioned on the financial arrangements, block mixes
and block prices.

They were also presented with the proposition of
lower set block prices.  These block prices were
estimated after an assessment of block yield and
realisations involving a detailed analysis of block
sizes and prices in various suburbs for different
housing types within the ACT.

Assessment Against Non-Financial Criteria

Following the analysis of financial performance,
assessments of each of the short-listed tenderers were
made against the non-financial criteria and they were
weighted accordingly.

Was a minimum level of FINANCIAL return to the Government set?

There was no set minimum level of return to the
Government. However, the Joint Venture Expressions
of Interest document required that proposals include:

• payment of a minimum of $2m for the value of the land; and

• a minimum of 50% profit share.

 There was an additional requirement to hand back 15
residential blocks to the ACT Government for sale to ACT
Housing.

Selection of Habitat Pty Ltd

Habitat Pty Ltd was chosen as the preferred Joint
Venture partner.  Habitat is a consortium of residential
builders and a consulting engineer experienced in
residential land development.

Habitat was selected for the following reasons:
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• it offered the second best financial return to the
Government;

• a $1.7 million interest free loan was offered;

• it offered the flexibility to meet the Government’s Joint
Venture objectives; and

• the consortium consisted of a well structured group of
builders and other professionals in the industry.

Financial statement analysis indicated that there was
no apparent reason why the consortium would not be
able to meet the relevant financial obligations.
Additional financial and corporate information,
including financial statements, was sought from
Habitat and assessed by the Commercial Section of
Land Division, Estates Project Group and a
representative from ACT Public Works and Services.

Habitat also provided Directors’ guarantees when
requested.

The Minister for Environment, Land and Planning
noted the  appointment of Habitat on 24 September
1993.

Acceptance terms

Habitat was notified of its success on
28 September 1993.  This offer was conditional upon:

• payment of a $100,000 deposit with the acceptance of the
offer which would be deposited into a Trust Account and
form part of the interest free loan;

• the provision of an unconditional guarantee from the
directors of Habitat;

• confirmation of the acceptability of average block prices
stated in the above mentioned letter;

• Habitat entering the Joint Venture agreement within 30 days
of the date of acceptance of the offer or at a date agreed by
the Territory;

• the provision of a payment of $2.4 million for the land by 1
June 1994; and
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• payment of 50% profit share before 30 June 1995.

Habitat accepted the offer on 28 September 1993.  All
other tenderers were notified of the outcome by letter
dated 28 September 1993.

Issues Arising during the Selection

Reason for Not Choosing the Proposal with the Best Potential Financial
Returns to the ACT

Ron Bell and Associates submitted a proposal offering
a potentially superior financial return to the Territory.
Bell has good relevant experience.  Bell offered an
82.5% profit share compared to the 50% profit share
offered by Habitat, although the anticipated
development profit varied between the two tenderers.

The Assessment Panel reported that, depending upon
development costs incurred, an anticipated differential
of between nil to $220,000 (up to 14%) over the
development period would be incurred if Ron Bell and
Associates was not selected as the Joint Venture
partner.

However Bell had tendered for and was to be offered
the Joint Venture for the Jarramlee Park Estate.  This
development of 360 blocks was to commence at the
same time as Dunlop Hills.  Bell was also developing
324 blocks at the nearby Belconnen Golf Course
concurrently.

There was concern that Bell could dominate land
development operations in West Belconnen with the
result that  the Government’s objective to ‘maintain a
viable and competitive land development industry’
could be jeopardised.

The Assessment Committee was also concerned that
Bell could be overcommitted if also involved in the
Dunlop Hills project.  It considered that there was
potential for disruption if Bell failed to adequately
manage all of the projects.
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Change in Block Prices During Assessment

The tender documentation required that there be a
maximum of 250 dwellings on the estate.

After a detailed analysis of block sizes and prices for
various suburbs and types of housing in the ACT, the
Assessment Panel suggested an appropriate range of
block prices for Dunlop Hills.  The assessed block
prices were suggested to the short-listed tenderers for
consideration during their presentations.

Although these block prices were accepted and
determined to be those which were to be adopted, the
assessment and selection of the successful tenderer
was made on the basis of the initial feasibility cash
flow which used the tenderer’s opinion of block
prices.  The Joint Venture project cash flow was
amended after the selection was completed to
incorporate the lower block prices.

It is considered that in the context of an Expression of
Interest selection process and in view of the ACT
Government’s stated objectives “to ensure that
affordable housing was available to the lower end of
the market”, the above process was appropriate.

Objection to Final Selection

Immediately prior to Habitat being notified as the
successful tenderer the Assessment Panel received a
complaint from another tenderer that Habitat would be
an inappropriate selection.  The complainant (another
tenderer) stated that Habitat had been unable to
purchase blocks from other developers and that it
lacked the financial capacity and the experience to
complete the development.  The complainant
commented that other tenderers would join in a court
action against the Government should Habitat be
appointed.  No such action has eventuated.

In relation to the allegations of financial incapacity
and lack of experience, the Assessment Committee
considered that the criteria relating to the soundness of
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the base corporate entity and experience had been
clearly addressed by Habitat in terms of the
consortium composition together with the team of
assembled consultants and contractors.  The
Assessment Panel was of the opinion that the
consortium had the financial ability to carry out the
project.

One of the initial Habitat Consortium Members was
Gordon Valley Homes Pty Ltd which went into
voluntary liquidation on 9 February 1994, after the
company transferred its shares in Habitat to each of
the remaining shareholders.  The company therefore,
was not a Member of the Habitat Consortium at this
time.  The other consortium Members were of
sufficient financial standing to take on the
responsibilities of Gordon Valley Homes Pty Ltd.



LAND JOINT VENTURES

54

FINANCIAL RETURNS FROM THE DUNLOP HILLS JOINT VENTURE

Introduction

This Chapter examines whether the operations of the
Joint Venture have produced or will produce the
financial returns estimated when the Joint Venture was
established.

This Chapter also assesses whether the Joint Venture
arrangements for the Dunlop Hills development
provide for an equitable apportionment of the
financial returns, losses and risks for the ACT.

Summary of findings

• The expected final profit to the ACT from the development is
approximately $1.2m.

• The expected final profit is 24% below the originally
estimated profit of $1.6m.  The $1.2m profit is considered to
be a reasonable return in view of the deterioration in the
market since the development was planned.

• The project share to the ACT from the Dunlop Hills Estate
Joint Venture (including the transfer of
15 blocks) is estimated to be approximately 60% of total
profits.

• The apportionment of profits between the participants
provides an equitable return to the ACT.

Joint Venture returns to the ACT

Under the Joint Venture agreement for the Dunlop
Hills Estate, the ACT receives returns in three ways:

• returns from the sale of land to the Joint Venture;

• transfer of 15 completed blocks to the Territory for sale to
ACT Housing; and

• profits (or losses) associated with the participation with the
Joint Venture.

Returns from Sale of Land
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Under the Joint Venture agreement, the Government
received payment for the broadacre land used in the
development.

The tender document required a minimum payment of
$2m for the land. This amount was determined
following a valuation of the land by the Australian
Valuation Office (AVO) in June 1993.

As stated earlier a land payment of $2.4m was made to
the Territory in June 1994.  The $2.4m land payment
is significantly in excess of the estimated land value.

An audit review of the AVO valuation concluded that
it was a reasonable assessment and in accordance with
general valuation principles. The higher land sale
price under the Joint Venture arrangements suggest
that the realisation on sale by the Government to the
Joint Venture had been maximised.

Hand-Over of Blocks to the ACT

The Deed of Agreement requires that 15 blocks in
stage 2 of the development be handed back to the
ACT. These blocks are to be sold to ACT Housing.

These blocks are estimated to have a value of
approximately $600,000.

Profits Associated with Participation in the Joint Venture

In addition to returns from the sale of land, the
Government receives 50% of the profits of the Joint
Venture.  Taking the 15 hand-over blocks into
account, the share of profits is 60%.

Notwithstanding the lower than expected estimated
profit for the Dunlop Hills development, the
anticipated final profit is considered reasonable
having regard to the size of the development and the
market conditions prevailing over the period of this
development.
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Summary of Performance Results

The following table shows the key elements of the
performance of the development estimated in:

• the Project Budget prior to the finalisation of the
implementation plan (plan of sub-division) and financing;
and

• the most recent final budget.

The Project Budget was the budget accepted by the
Committee of Management prior to finalisation of the
implementation plan and financing arrangements. It
has been adopted by the Committee of Management as
the benchmark budget against which income and
expenses are being compared throughout the
development.

SUMMARY OF INCOME, EXPENDITURE AND PROFIT

Project
Budget

Anticipated
Final

(31/7/95)

Variance
Project to Anticipated Final

$ %

Income from Sales $11,629,000 $11,051,475 ($577,525) (4.97%)

Development Expenditure
(including interest costs)

$8,471,513 $8,637,561 $166,048 1.96%

Net Profit $3,157,487 $2,413,914 ($743,573) (23.55%)

Profit on Costs 37.27% 27.95% (25.01%)

Profit to ACT Govt.
(50% share)

$1,578,744 $1,206,957 ($371,787) (23.55%)

These results show that the expected profits to the
ACT to be below those anticipated in the project
budget.  This reduction is mainly due to lower than
expected land sale prices and, to a minor extent,
increases in development expenditure.
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Development and sales period

The Project Budget provided for a development and
sales period extending from December, 1993 to May
1995.  At the time of preparing this report,  only minor
construction and landscaping works remained to be
completed.  Because of slower sales than expected, the
selling period has been extended to June 1996.

Issues affecting sales income and development
expenditure are discussed in more detail later in this
Chapter.

Payments to the ACT for land and profit

In accordance with the terms of the Joint Venture
arrangements the Government received a payment for
the land of $2.4m in June 1994.

In addition, the Government has received 15 blocks
for sale to ACT Housing. The value of these blocks is
approximately $600,000.

The Committee of Management approved and
distributed the following profits to the Territory:

$

20 December 1994 200,000

28 February 1995 400,000

25 July 1995 400,000

Total 1,000,000

Further profit distributions are to be made as
additional income is generated through land sales.  On
the basis of final and anticipated budget a further
$206,957 profit is estimated to be payable to the
Territory prior to July 1996.  Upon payment of this
amount total profit distributions will amount to
$1,206,957 which is $371,787 below project budget
expectations.
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The total final proceeds to the Government from the
Dunlop Hills Joint Venture is estimated to be
$4,206,957 comprising cash of $3,606,957 and
15 blocks of land valued at $600,000.

Income from Sales

Most of the reduction in projected profit is attributable
to the fall in sale prices achievable for blocks in the
sub division.  As a result income from sales has fallen
by approximately 5% from the estimated $11.629m to
$11.051m.

Discounting of Block Prices

Early in the development, the Committee of
Management agreed to discount the originally
anticipated block prices in response to deteriorating
market conditions.  The revised budget provided for
discounts totalling a maximum of $971,000 for the
whole of the sub division.

The audit found that that the Committee of
Management exercised close supervision of block
price discounting.  Discounting is considered to be a
reasonable commercial response to maintain sale rates.

The discounting of block prices resulted from a
generally weaker residential real estate market and
direct price competition from other residential estates
including the adjacent Jarramlee Park Estate.  The
extension of the period to achieve completion of sales
is also a function of these factors.

Development Expenditure

Increases in the development expenditure
(approximately 2%) account for a smaller proportion
of the decrease in the profit to the Government.  Most
of this difference results from an increase in
engineering costs. The audit considers that the Project
Manager and the Committee of Management have
been diligent in controlling development expenditure.
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Benchmarking the Dunlop Hills development costs
with other similar land developments as part of the
audit indicated that the level of development
expenditure is reasonable.

Control of revenues and costs

Control of revenues and costs is exercised by the
Committee of Management.  Any resolution of the
Committee of Management requires a vote of more
than half of the Committee and the vote of all
representatives appointed by either Joint Venture
participant, either the Territory Government
representatives or Habitat representatives.

Under these arrangements neither Joint Venture
participant can, by itself, determine a decision of the
Committee.  An audit review of the minutes of
meetings of the Committee of Management and
discussions with Committee Members concluded that
the Committee has acted responsibly in administering
the Joint Venture development.

Definition of Joint Venture Costs

There is no complete definition of costs attributable to
the Joint Venture contained in the Joint Venture
agreement.  However, it is the responsibility of the
Committee of Management to control land payments
to the Territory Government, land selling expenses,
development costs, holding costs and financing costs
attributable to the Joint Venture.

The audit reviewed the cost items accepted by the
Committee of Management and found that all were
appropriately attributable to the land development.

Losses and Risks to the ACT

While the Government is entitled to profits of the Joint
Venture it is also severally liable for any loss.

Losses could arise if there were unexpected costs in
developing the land or if sale prices of blocks were
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reduced significantly.  The Government would also be
exposed to risk of loss if the Joint Venture partner
withdrew from the arrangement.

While the partners are severally liable for any losses
of the project, the Government would, in all
likelihood, need to stand by the project no matter what
the outcome. It is inconceivable that the Government
would walk away from a project such as this.
Ultimately therefore, the ACT would be required to
bear any losses.  Notwithstanding this, it is considered
that the Joint Venture arrangements provide a strong
level of protection against risk of loss to the
Government.

Sound choice of a Joint Venture partner, together with
the security deposit of $100,000 (and loan of $1.7m by
Habitat) and directors’ guarantees, provide a strong
level of protection against failure on the part of the
Joint Venture partner. As well, in the event of failure,
the Government has the partly developed estate as an
asset which can be realised.

The return of $2.4m from the sale of land was made as
a separate payment, by a specified date rather than,
say, being paid after the sale of individual blocks. (In
more recent Joint Ventures the land payment has been
made in instalments which are due upon completion of
the servicing of each stage and prior to the issue of
individual leases for blocks.)

The expected profitability of the Joint Venture
(approximately 28%) also provides a firm “cushion”
against loss.

Finally, each participant has equal control over the
management of the Joint Venture. Decisions of the
Joint Venture cannot be dominated by either of the
partners.

Project management arrangements

In considering issues of equity and profit distribution
under the Joint Venture agreement the audit also
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considers it appropriate to comment on the project
management arrangements under the Joint Venture
agreement.

Bill Guy and Partners is the appointed Project
Manager and also has an interest in the Joint Venture
through its shareholding in Habitat.

Under the Project Management Agreement, Bill Guy
and Partners is entitled to a management fee based on
1.75% of the gross sales of all land within the
development.  As such, Bill Guy and Partners has an
interest in maintaining higher sale prices.

However, this interest is also balanced by an interest
in ensuring continuing cash flow, cost control and
overall viability as the same company derives income
from distribution of profits of the Joint Venture.  As
such, it is considered that the project management
arrangements are satisfactory.

It should be added that the management fee of 1.75%
of gross sales is considered to be reasonable and
comparable with other commercial arrangements.
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SECTION 5

ACCOUNTABILITY AND PUBLIC REPORTING
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ADEQUACY OF THE ACCOUNTING AND EXTERNAL REPORTING
ARRANGEMENTS IN SATISFYING PUBLIC
ACCOUNTABILITY REQUIREMENTS

Introduction

This Chapter reviews the accounting and external
reporting requirements of the two Joint Ventures -
Harcourt Hill and Dunlop Hills - to determine whether
they provide useful information to the Legislative
Assembly and to the community.

Summary of findings

• The reports produced by both Joint Ventures exhibit the
necessary characteristics to ensure that they provide useful
information to support economic and business decisions.
These characteristics include:

 - summary reporting;

 - exception reporting;

 - qualitative comment;

 - standard format (comparability);

 - financials - actual against budget; and

 - timeliness.

• The reports produced also meet generally accepted
standards of business and accounting reporting.

• Joint Venture annual audited financial statements are
included in Departmental Annual Reports.  As well, Joint
Venture information is included in audited Departmental
financial statements.

• Published information, however, is generally insufficient for
public accountability purposes.

reporting arrangements

This audit examined the reporting framework, nature
and scope of reports produced, quality of reported
information and structure of the reporting line.
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The purpose of the review was to establish the extent
to which the reporting arrangements meet:

• the information needs of stakeholders including the
Minister; and

• the normal standards of business and accounting reporting.

In particular this review looked at such issues as
applicability, reliability, comparability, timeliness and
understandability of the reports produced.

Such an analysis allowed an assessment to be made of
the extent to which the reporting is fulfilling the two
key objectives of providing:

• useful information to support economic and business
decisions (ie. adequate reporting of financial status and
performance); and

• discharge of accountability to the ACT Legislative
Assembly and to the community.

Reporting

The following reports are produced for both the Joint
Ventures.

Report: Timing: User: Produced By:

(I) Financial Statements Annual Published as part of
Departmental Annual Report

Independent
Accountant

(II) Financial Statements Quarterly Management Committee Project Manager
(III) Progress Report Monthly Management Committee Project Manager
(IV) Progress Report Quarterly Minister Department
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Management Reporting

Monthly and Quarterly Progress Reports

Whilst the Joint Venture agreement itself does not
require management reporting, monthly reporting is
stipulated as one of the Project Manager’s obligations
under the Project Management agreements.

Quarterly progress reports to the Minister are prepared
voluntarily.

Harcourt Hill Estate

Monthly and quarterly progress reports generally
include the following information:

• Reports on the progress of the different stages of the Joint
Venture (including the golf course, residential Stages 1 and
2 and the Gold Creek Country Club).  This is mainly
comprised of summary exception reporting including any
variations to budget and future areas of concern;

• Minutes of Management Committee Meetings;

• Cost Plan - this includes the “Assessment of Contract Value
of Work Executed” performed by Rider Hunt Sydney Pty
Ltd (Construction Cost Consultants and Quantity
Surveyors).  Notes accompanying Rider Hunt’s report
highlight any contract overruns and budget surpluses as
compared to initial estimates and project a “final cost to
complete” for the project;

• Cash Flow Analysis - a cash flow analysis is produced for
the period which outlines projected costs and income over
the next twelve months and the anticipated cash flow to the
end of the development period.  Explanatory comment is
provided for material variances;

• Project Marketing - this also is mainly comprised of
summary exception reporting on the level of sales and
marketing activity.  An activity report on the number of land
sales of the different residential stages is also prepared with
an accompanying comment on general prevailing market
conditions;
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• Finance - details of long term and short term borrowings
(including requirements for reduction of the facilities and
interest charges) are provided.  Bank reconciliations for all
accounts are provided in the monthly progress report; and

• Progress Claims - the Project Manager prepares a list of all
invoices to be paid for the period and provides a total
amount for the current progress claim.  A schedule is
maintained comparing the total claim to date to the budgeted
expenditure.

 
Dunlop Hills Estate

The Dunlop Hills Estate is a relatively small
residential development which is nearing completion
and therefore, the reporting requirements are not to the
same standard as for Harcourt Hill:

• Summary Progress Reports on planning, landscaping,
construction, marketing and land sales are provided in the
form of exception reporting; and

• Cash Flow Analysis - a cash flow analysis is produced for
the period with comparison to the original budget.
Explanatory comment is provided for material variances.
Details of any outstanding borrowings are also provided.
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Audit Conclusion on Management Reporting

The management reports produced by both Joint
Ventures exhibit the necessary characteristics to
ensure that they provide useful information to support
economic and business decisions.

These characteristics include:

• summary reporting;

• exception reporting;

• qualitative comment;

• standard format (comparability);

• financials - actual against budget; and

• timeliness.

To enhance the quality of reported information, it is
recommended that the following information be
included in the quarterly progress reports to the
Minister:

• current net cash position of the Joint Venture and
projections for monthly cash position balances,
12 months in advance;

• a comparison of last three months’ net cash position with
previous monthly projections; and

• explanation of material differences in the comparison above.

As the quarterly progress reports to the Minister
represent a critical point in the reporting process the
inclusion of such information in those reports should
enhance reporting timing of profit receipts and debt
obligations.  It should also enhance timely and
effective decision making.
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Public Reporting

Financial Statements

The audited annual financial statements (profit and
loss statement, balance sheet and statement of cash
flows) for 1994-95 were published in the Annual
Report of the Business, Employment and Tourism
Bureau.  The financial statements for 1994-95 were
not qualified by the auditors.

The statements were audited by private accounting
firms.  The conditions of the auditors’ appointments
are set out in the Joint Venture agreement.  There is no
ACT legislation which covers the financial operations
or conduct of the Joint Ventures.  The Audit Act does
not apply to the Joint Ventures.

Unaudited quarterly financial statements are also
prepared in accordance with generally accepted
accounting principles.

Departmental Annual Reports

Considering the public resources already currently
invested in these operations and committed into the
future, full public accountability for the management
of these resources is essential.  It is estimated that
more than $100m of Territory resources (in land and
other assets) are invested or committed to current Joint
Ventures.

For 1994-95, public reporting of the activities of the
Joint Ventures is contained in the Departmental
Annual Report of the Chief Minister’s Department.
Audited financial statements for each current Joint
Venture are presented in the Report.  The Report also
contains a general commentary on Joint Ventures,
together with a detailed schedule of current Joint
Ventures setting out names of partners, etc.  Reporting
in the Budget Papers is general and brief.
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The Annual Report commentary provided is extremely
general, providing little or no specific information on
whether Joint Ventures individually or in total are
achieving good financial or other results.  For
example, the 1994-95 Report includes:

“Current projections for the returns from the Joint
Ventures are that the Territory will receive a total of
$84,898,339, comprising $49,271,500 in land
payments and $35,626,839 in profit share.”

The following paragraph in the commentary states that
in 1994-95, land payments received were $4,889,603
and profit share, $1,845,000, i.e. a total of $6,734,603
only.

There is no mention of the time-frame in which
projected returns are expected to be achieved, which
renders the figures to a large extent meaningless.  The
inclusion of one year’s aggregate figures is of little
assistance.

The limited information provided does not allow any
judgement about the effectiveness or efficiency of the
Joint Ventures.  There should be clear statements
which detail the term of each Joint Venture as well as
the amount and timing of expected outlays and
returns.

As the information provided is too general to be useful
for public accountability purposes, it is recommended
that comments prepared for the 1995-96 Annual
Report should be significantly expanded to provide
greater and more useful detail.

As mentioned, the annual financial statements of each
Joint Venture are published in a Departmental Annual
Report and this is appropriate.  The financial
statements provide some useful information, however
the information is not sufficient for a full
understanding of the Ventures’ financial success or
failure as the Ventures by their nature may operate
over several annual reporting periods and proceed
through various stages in their life cycle.  For this
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reason, the information provided in one year’s
financial statements for Joint Ventures is insufficient
to judge its management’s accountability for success
or failure.  To remedy this, it is recommended that an
additional operating statement should be prepared and
published which covers the period from the
commencement of the Joint Venture through to the
reporting date.

Auditing of Financial Statements

The auditors of the Joint Ventures are appointed as a
requirement of the relevant Joint Venture agreement.
In terms of the agreements, the auditor is appointed by
the partners to the Joint Venture and is required only
to report to the parties to the Joint Ventures.  There is
therefore a potential for restrictions to be placed on
the auditors.

It is understood that each Joint Venture auditor is
advised that the annual financial statements and the
audit report will be published in the Departmental
Annual Report and that the financial statements and
the audit report must meet the Australian Accounting
Standards for published reports.

It is essential that the audit is not restricted in any way
by the Joint Venture parties, that the audits meet the
same professional standards adhered to by the
Auditor-General and that the Assembly and the
community can rely on the audit reports.  It is
recommended that the Auditor-General should be
appointed as the auditor of all land development Joint
Ventures.

Board Of Inquiry Into Administration Of Act Leasehold (Stein Inquiry)
Recommendation

The Stein Inquiry also had concerns about the public
accountability (including audit arrangements) of land
development Joint Ventures.  The Inquiry’s comments
were presented at pages 219 to 281 of its Report.
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In relation to auditing, the Board’s Report included
the comment that:

“Issues of accountability to the Government and the
community mean that there is a proper and
appropriate role for the Auditor-General to play as
the auditor of Joint Venture accounts.”  (paragraph
19.35)

The Report recommended that:

“The ACT Auditor-General be appointed as the
auditor for all Joint Ventures.”  (Recommendation 83)

Adoption of this recommendation that the Auditor-
General be the auditor of land development Joint
Ventures would automatically eliminate questions as
to whom the auditors are responsible and also
potential restrictions on the scope of audits as the
Auditor-General’s responsibilities are set out in ACT
legislation.

1994-95 Annual Report Commentary

The ACT is currently undertaking nine Joint Venture land developments in Gungahlin,
Tuggeranong and the new suburb of Dunlop.  Approximately 5,000 blocks will eventually be
developed by these Joint Ventures.  Construction has not yet commenced in four of these
estates and formal documentation for one Joint Venture is yet to be completed.  All the Joint
ventures involve the development of residential estates.  One estate, the Harcourt Hill
development, also includes an international-standard golf course, country club, conference
facilities and a hotel site.  Details of the Joint Ventures are attached at the end of this Sub-
Program Report.

During the year, detailed reports by the Project Manager were presented on a monthly basis to
the Management Committee for each Joint Venture, and all meetings of each Committee were
fully minuted.  Balance sheets and profit and loss statements for each Joint Venture were
prepared on a quarterly basis.  Independently audited financial statements for 1994-95 are
included in this Report.
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Current projections for the returns from the Joint Ventures are that the Territory will receive a
total of $84,898,339, comprising $49,271,500 in land payments and $35,626,839 in profit
share.  This is a marginal reduction on previous projections.  The reduction is a consequence
of lower actual and anticipated realisations from land sales in some Joint Ventures due to the
depressed residential land market in the ACT.

Payments received during 1994-95 were $4,889,603 in land payments and $1,845,000 in
profit share.

The development of each of the Joint Ventures has progressed satisfactorily during 1994-95.
Construction work in the Ngunnawal 3A (Homestead Grove)  and 3B (Golden Grove) Estates
and Dunlop 2 (Dunlop Hills) Estate is substantially complete, with final construction costs
estimated to be either within budget (Ngunnawal 3A) or very close to budget (Ngunnawal 3B
and Dunlop 2).  Construction of Stages 1A and 1B (comprising 141 blocks) in Dunlop 1
(Jarramlee Park) has been completed, with the commencement of the construction of the next
stage dependent on land sales.  Final construction costs are expected to be close to budget.
The range of prices of land offered for sale in each of the estates is shown in the following
table.

Major construction works within the Harcourt Hill Estate which are complete or close to
completion include the main entry road (Curran Drive), the 18-hole golf course, driving range
and practice holes, the irrigation pond and residential Stages 1A and 1B (245 blocks).  Work
has bee completed within program and substantially within budget.  A major display village
sponsored by the Housing Industry Association of the ACT, the Commonwealth Bank and
AGL was opened by the Chief Minister and the Deputy Chief Minister on 27 May 1995.  The
display village will comprise a total of 20 homes constructed by various builders.

Overall, these Joint Ventures have provided the complete range of housing choices in the
newer suburbs of Canberra, including townhouses, semi-detached dwellings and a range of
small blocks providing affordable and quality housing for consumers, as well as the more
traditional standard residential blocks.
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Joint Venture Land Prices 1994-95

Joint Venture Range of Land Prices in 1994-95
Ngunnawal 3A (Homestead Grove) $28,000 - $685,000*

Ngunnawal 3B (Golden Grove) $20,000 - $65,000*
Dunlop 1 (Jarramlee Park) $27,000 - $72,000*

Dunlop 2 (Dunlop Hills Estate) $28,000 - $71,000*
Harcourt Hill Estate $79,000 - $185,000

*Includes Medium-Density Sites Per Unit.



JOINT VENTURE LAND DEVELOPMENTS

Joint Venture Documentation Signed Partner Management
Committee Nominees

Nominee Company Project Manager Legal Adviser Accountant Auditor

Harcourt Hill JV Agreement - 3 September 1993
Lease - 14 October 1993
Deed - 14 October 1993

Cygnet Corporation
Pty Ltd
ACN 055 044 221

ACT - Hans Sommer
ACT - Leigh Osborne
Cygnet - Anthony Perich
Cygnet - Arnold Vitocco
Cygnet - Ray Waterson

Harcourt Hill Pty Ltd
ACN 058 752 980

National Commercial
Group Limited
ACN 051 063 088

Clayton Utz Fearon Brennan Ernst and Young

Ngunnawal 3A
“Homestead
Grove”

JV Agreement - 22 June 1993
Lease - 22 June 1993
Deed - 22 June 1993

MBA Land Holdings
Pty Limited (MBA of
the ACT)
ACN 056 509 025

ACT - Hans Sommer
ACT - Leigh Osborne
MBA - Bernie Bryant
MBA - Don Beaumont

Ngunnawal 3A Joint
Venture Pty Ltd
ACN 060 445 249

MBA Land Pty Ltd
ACN 008 635 649

O’Connor Harris O’Connor McNamara Ernst and Young

Ngunnawal 3B
“Golden Grove”

JV Agreement - 1 June 1993
Lease - 1 June 1993
Deed - 1 June 1993

Ngunnawal 3B Pty Ltd
(HIA of the ACT)
ACN 069 110 349

ACT - Hans Sommer
ACT - Leigh Osborne
HIA - John Anderson
HIA - Terry Chamberlain

Ngunnawal Golden
Grove Estate Pty Ltd
ACN 059 283 117

Ron Bell and
Associates Pty Limited
ACN 059 283 117

Colquhoun Murphy ROC Brown Price Waterhouse

Dunlop 1
“Jarramlee Park”

JV Agreement - 12 November 1993
Lease - 29 April 1994
Deed - 29 April 1994

Camelot Pty Ltd
ACN 062 058 397

ACT - Hans Sommer
ACT - Leigh Osborne
Camelot - Ross Barrett
Camelot - Ron Bell

Dunlop Heights Estate
Pty Ltd
ACN 008 613 796

Ron Bell and
Associates Pty Limited
ACN 059 283 117

Clayton Utz ROC Brown Fearon Brennan

Dunlop 2 “Dunlop
Hills”

JV Agreement - 12 November 1993
Lease - 21 January 1994
Deed - 21 January 1994

Habitat Land Pty Ltd
ACT 061 197 322

ACT - Hans Sommer
ACT - Leigh Osborne
Habitat - Don Horsley
Habitat - Keith Brown

Dunlop Hills Pty Ltd
ACN 008 581 066

Bill Guy and Partners
ACN 008 581 066

Clayton Utz Price Waterhouse Stanton Partners

Dunlop 3 JV Agreement - 23 June 1995
Lease - Not Yet Executed
Deed - Not Yet Executed

Habitat Land Pty Ltd
ACT 061 197 322

ACT - Hans Sommer
ACT - Leigh Osborne
Habitat - Don Horsley
Habitat - Keith Brown

Dunlop Hills Pty Ltd
ACN 008 581 006

Bill Guy and Partners
ACN 008 581 066

Clayton Utz Price Waterhouse Stanton Partners

Dunlop 4 JV Agreement - Not Yet Executed
Lease - Not Yet Executed
Deed - Not Yet Executed

MBA Land
Consortium Pty Ltd

ACT - Hans Sommer
ACT - Leigh Osborne
MBA - John Kenworthy
MBA - Steve Pinter

Halls Creek Estate Pty
Ltd

MBA Land Pty Ltd
ACN 008 635 649

O’Connor Harris O’Connor McNamara Ernst and Young

Bruce “Huntley
Estate”

JV Agreement - 29 May 1995
Lease - Not Yet Executed
Deed - Not Yet Executed

Tuglow Pty Ltd
ACN 008 647 121

ACT - Hans Sommer
ACT - Leigh Osborne
Tuglow - Ivan Ivankovic
Tuglow - Ron Bell

Huntley Estate Pty Ltd
ACN 068 310 734

Ron Bell and
Associates Pty Limited
ACN 059 283 117

Higgins Solicitors Walter and Turnbull Sothertons

Conder 1/Gordon
9 “Southside
Estates”

JV Agreement - 23 June 1995
Lease - Not Yet Executed
Deed - Not Yet Executed

Landco Pty Limited
ACN 008 634 660

ACT - Hans Sommer
ACT - Leigh Osborne
Landco - John Ainscough
Landco - Milo Vidovic
Landco - Ettore Rosin

Southside Estates Pty
Ltd
ACN 068 164 769

Landco Projects Pty
Ltd
ACN 068 630 302

Clayton Utz Landco Projects Clayton Utz



Annexure

Reports Published in 1992

1 Information Technology Management Policies in the ACT Government Service

2 Financial Audits with Years Ending to 30 June 1991

3 GAO Annual Management Report for Year Ended 30 June 1992

4 ACT Board of Health - Management of Information Technology

5 Budget Outcome Presentation and the Aggregate Financial Statement for the Year Ended
30 June 1992

6 Financial Audits with Years Ending to 30 June 1992

Reports Published in 1993

1 Management of Capital Works Projects

2 Asbestos Removal Program

3 Various Performance Audits Conducted to 30 June 1993

- Debt Recovery Operations by the ACT Revenue Office
- Publicity Unaccountable Government Activities
- Motor Vehicle Driver Testing Procedures

4 Various Performance Audits

- Government Home Loans Program
- Capital Equipment Purchases
- Human Resources Management System (HRMS)
- Selection of the ACT Government Banker

5 Visiting Medical Officers

6 Government Schooling Program

7 Annual Management Report for the Year Ended 30 June 1993

8 Redundancies

9 Overtime and Allowances

10 Family Services Sub-Program

11 Financial Audits with Years Endings to 30 June 1993

                                                                                                                                                                             

12 Reports were issued prior to 1992.  Details can be obtained from the Government Audit Office.



Reports Published in 1994

1 Overtime and Allowances - Part 2

2 Department of Health - Health Grants
- Management of Information Technology

3 Public Housing Maintenance

4 ACT Treasury - Gaming Machine Administration
- Banking Arrangements

5 Annual Management Report for Year Ended 30 June 1994

6 Various Agencies - Inter-Agency Charging
- Management of Private Trust Monies

7 Various Agencies - Overseas Travel - Executives and Others
- Implementation of Major IT Projects

8 Financial Audits with Years Ending to 30 June 1994

9 Performance Indicators Reporting

Reports Published in 1995

1 Government Passenger Cars

2 Whistleblower Investigations Completed to 30 June 1995

3 Canberra Institute of Technology - Comparative Teaching Costs and Effectiveness

4 Government Secondary Colleges

5 Annual Management Report for Year Ended 30 June 1995

6 Contract for Collection of Domestic Garbage / Non-Salary Entitlements for Senior Government
Officers

7 ACTEW Benchmarked

8 Financial Audits With Years Ending to 30 June 1995

Reports Published in 1996

1 Legislative Assembly Members - Superannuation Payments / Members’ Staff - Allowances and
Severance Payments

2 1995 Taxi Plates Auction

3 VMO Contracts

                                                                                                                                                                             

12 Reports were issued prior to 1992.  Details can be obtained from the Government Audit Office.



Availability of Reports

Copies of Reports issued by the ACT Auditor-General’s Office are available from:

ACT Government Audit Office
Scala House

11 Torrens Street
BRADDON  ACT  2601

or

PO Box 275
CIVIC SQUARE  ACT  2608

Phone (06)2070833 / Fax (06)2070826


