City of Onkaparinga
Agenda for the Council meeting to be held on 2 October 2012

15.2 Confidential Futurtec Project - Update
This report presents investigations to date on potential Futurtec project options for the
Meyer Road Precinct and Renewable Energy Precinct and seeks Council endorsement on the
next steps.
This is an update on a previously reported project, concept or issue.
Director:

Bruce Williams, Director City Operations

Report author:

Brian Fitzpatrick, Project Leader

Contact number:

8384 0522

Attachments:

1. Site plan (1 page)
2. Strategic context diagram (1 page)
3. Summary of options assessment (1 page)
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4. Letter to SARC dated 20 September 2011 (1 page)
5. Letter dated 7 November 2011 announcement of new
owners Premier Solar (1 page)

6. Letter dated 24 November 2011 seeking details of Premier
Solar (2 pages)

Executive summary

1.1

Topic

ED

1

Context

EL

This report outlines the changes in influencing market factors over the past 12
months, presents the preliminary findings of investigations on a number of options
which addresses the above Council resolution, and proposes the next steps in the
project for Council endorsement.

R

1.2

EA
S

This report presents investigations to date on potential Futurtec project options for
the Meyer Road Precinct and Renewable Energy Precinct and seeks Council
endorsement on the next steps.

At its meeting on 13 September 2011 Council resolved that further investigations
be conducted into the current Southern Adelaide Renewable Consortium (SARC)
proposal and alternative opportunities for the future of the Meyer Road Precinct
(MRP) and Renewable Energy Precinct (REP) to optimise the Council’s key strategic
objectives. The investigations were to include;


Comparison to a straight sale of the land



Implications of the carbon tax and its timing



Opportunities for increased grant funding



The costs and benefits for council in relation to being a potential foundation
customer

It was also resolved that no further negotiations were to be undertaken in relation
to contract 10070 until Council had determined its preferred direction.
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A site plan that delineates the MRP and REP land parcels is provided (attachment
1).
On 29 February 2012 an Elected Member Workshop provided a project update and
outlined the findings of investigations on a series of options as a precursor to a
Council report. The Council report was subsequently placed on hold as the SARC
conducted a process to replace the solar partner of the consortium which was
expected to result in changes to the modelling and risk profile of this option.

1.3

Financial implications

1.3.1

Project budget
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On 13 June 2012 SARC provided a written amendment to the consortium
membership and a revised REP proposal. A second Elected Member Workshop was
held on 28 August 2012 to workshop investigation outcomes to date and discuss
project direction. Details on the revised SARC proposal and workshop outcomes are
contained within this report.

1.4

Suggested outcome

ED

The Futurtec project is funded through the Climate Change Response Fund with a
total actual project expenditure of $378,000 from 2009 - September 2012. The
remaining unspent 2011-12 budget of $133,647 sits within the Climate Change
Response Fund.

EA
S

It is suggested that Council consider this item in Confidence. Section 90(3)(b) of
the Local Government Act 1999 is suggested as the most appropriate to use for this
purpose.

EL

This item is presented as a confidential item as it details the subject matter of an
ongoing tender process including the development of the Futurtec project. The
possible implications of not considering this item in confidence could reasonably be
expected to compromise an ongoing tender process and jeopardise future
negotiations that may occur subsequent to the completion of the tender process.

R

That Council note the findings of various investigated options for the Futurtec
project outlined in this report. In response to the investigations authority is sought
to terminate the current Futurtec procurement process and place the project on
hold pending re-evaluation of the project objectives by Council.
That Council workshops be arranged to determine agreed project objectives,
parameters and preferred delivery approaches into the future.

2

Recommendations
1.

That:
a.

under the provisions of Section 90(2) of the Local Government Act 1999
an order be made that the public be excluded from attendance at the
meeting in order to consider in confidence this item.
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b.

the Council is satisfied that it is necessary that the public be excluded to
enable the Council to consider the report at the meeting on the
following grounds:

Section 90(3)(b) information the disclosure of which (i)

could reasonably be expected to confer a commercial advantage
on a person with whom the council is conducting, or proposing
to conduct, business, or to prejudice the commercial position of
the council; and

(ii)

would, on balance, be contrary to the public interest;

The Council is satisfied that it is reasonably foreseeable that the public
disclosure or discussion of information concerning the Futurtec project
would provide a commercial advantage to another party.

the accountability of council or council staff in the performance of
their official powers, duties and responsibilities;
the community’s ability to inform their own decisions; and
informed debate about issues and public participation in democracy
the public interest is outweighed by the following factors, that:







disclosure may unduly inhibit the achievement of the objectives of
the Act at Section 8, ie. obtaining value for money for the
community;



disclosure would provide a commercial advantage to another
party; and
disclosure may have a detrimental effect on the efficient and
effective conduct of government functions.

EA
S



ED



accordingly, on this basis the principle that meetings of the Council
should be conducted in a place open to the public has been outweighed
by the need to keep the information or discussion confidential.

EL

c.
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The Council is also satisfied in considering the ‘public interest’ that whilst
disclosure would enhance:

R

1. That the results of investigations of the revised Southern Adelaide
Renewable Consortium proposal and various alternative options be noted.
2. That the Chief Executive Officer be delegated authority to formally
discontinue the procurement process number 10070 without accepting a
tender or proposal and advise the Southern Adelaide Renewable Consortium
of Council’s decision.
3. That the strategic objectives for the project, including the relationship with
the Council’s climate change, energy and economic development policy
commitments be reviewed and prioritised to determine future project
options.

4. That Council delegate authority to the Chief Executive Officer to determine
the appropriate leasing arrangements for the continued occupation of the
Renewable Energy Precinct land (former Lonsdale landfill) to ResourceCo
(and or its assignors) until such time as the land is required to facilitate the
Futurtec project.
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5. That Council delegate authority to the Mayor and Chief Executive Officer to
sign and seal the required documentation for the continuation of the leasing
arrangements on the land to ResourceCo (and or its assignors).
6. That the matter of the Confidential Futurtec Project - Update having been
considered in confidence under Section 90(3)(b) of the Local Government Act
1999 an order be made under the provisions of Section 91(7)and (9) of the
Local Government Act 1999 that the Confidential Futurtec Project – Update
and the minutes and the reports of the Council listed below;
a. Items 10.1 - Expression of Interest Outcomes dated 7 September
2010
b. Item 3.1 – Confidential – Futurtec Project dated 19 May 2011
c. Item 11.3 – Futurtec Project Update dated 5 July 2011
d. Item 11.1 – Confidential Futurtec Project – Negotiation Update dated
6 September 2011
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e. Item 2.1 – Notice of Rescission Motion (Cr M Bray) dated 13
September 2011
relating to discussion of the subject matter remain confidential until a final
position is reached on the project.

3

Discussion

3.1

Council considerations

ED

Key factors

EA
S

Council at its meeting on 6 September 2011 provided its non-financial support to
facilitate the submission of Renewable Energy Fund grant scheme by SARC to meet
the 30 September 2011 deadline. The outcomes of the grant submission would be
presented back to Council at a later date to enable consideration to enter into a
binding contract with SARC.

EL

The above Council report included an analysis of the SARC proposal that consists
of:
REP and MRP land sale offer totalling $5.6M staged over 6 years



construction of a 1.4MW solar facility with council as exclusive customer



facilitate a cleantech industrial development

R



The Council report also outlined results of preliminary investigations of alternative
project options that emerged during the analysis process.
The analysis of the SARC and alternative proposals each with different financial and
economic implications were presented at a point in time where a level of
uncertainty around the following key factors existed:
1. Impact of the (then) anticipated introduction of a carbon tax and associated
carbon price
2. Future electricity escalation rate projections
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3. Future cost of solar panels
Accordingly, it was necessary to adopt a conservative financial assessment
approach based on un-escalated electricity price increases over a 20 year term. The
un-escalated model estimated a $345,284 increase of our annual electricity price
represented as a negative ($292,490) NPV position.
Concurrent to the 6 September 2011 Council decision SARC partner, Solar Shop
Australia were placed in receivership and the date for submitting applications for
grants under the State Government’s Renewable Energy Fund was extended to 31
March 2012. The Renewable Energy Fund was later abandoned as part of the midyear budget process and no longer exists.
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Council at its meeting on 13 September 2011 gave consideration to the uncertainty
created by the recent events and rescinded its resolution made on 6 September
2011. It was resolved that negotiations with SARC be placed on hold and a report
be brought back to Council detailing the results of further investigations into the
current and alternative proposals to optimise its key strategic objectives.
A workshop on the investigations to date in regard to the options was undertaken
with Council on 29 February 2012. The market factors that influence this project
are so dynamic that our continued investigations over the past 6 months resulted in
a further workshop with Elected Members on 28 August 2012.
Strategic context

3.2.1

Project inception and economic context

ED

3.2

EA
S

The Futurtec concept aims to transform a former landfill site into a strategic asset
creating a renewable energy precinct and a clean tech industrial development.

EL

The inspiration for the Futurtec concept was developed as an economic
development response to the closure of iconic industrial manufacturing plants such
as Mobil and Mitsubishi leading towards a loss of ‘brand’ and identity for the south
and a significant loss of jobs.

R

In 2007 the Southern Adelaide Economic Development Plan (SAEDP) was released
setting a framework to respond to the challenges presented to the region and
maximise potential opportunities. The revised 2011 – 2021 SAEDP highlighted four
key needs:

3.2.2



A new icon and brand for the south - a vibrant and attractive location



Attract future growth sector – cleantech targeted as a growth opportunity



Point of difference from northern industrial area



Address industrial land supply – lack of employment land recognised as a key
constraint to economic growth

Broad strategic context
The Futurtec vision draws together and is integrated with our strategic corporate
documents specifically the Climate Change Strategy and Energy Futures. The
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outcomes of Futurtec offer an opportunity to contribute to Council’s Carbon Neutral
2013 target.
The project also delivers on the themes articulated in our Community Plan 2028 as
well as being closely aligned with the 30-Year Plan for Greater Adelaide in respect
to;


Introduce planning policies to encourage large – scale renewable energy
projects to service the region



Recognition of renewable energy and clean technology as growth sectors of
South Australia’s economy



Planning for regions where people are easily able to access employment close
to home

3.3
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A diagram that illustrates key strategic drivers for the Futurtec project is detailed in
attachment 2.
Project objectives

Futurtec is an ambitious project initiated to achieve multiple commercial, economic,
environmental and land use objectives that reflect our key strategic direction to
respond to community needs. The twelve project objectives are outlined in
attachment 3.

Lease arrangements – ResourceCo Pty Ltd

EA
S

3.4

ED

The project success will be measured in terms of its ability to deliver on the above
council endorsed objectives.

EL

The lease over the Lonsdale landfill (REP) site in favour of adjoining land owner
ResourceCo has been in a monthly holding over position in accordance with the
Council resolution of 20 April 2010. Given the current status of the project, it is
prudent for Council to formalise the lease environment into a more appropriate
lease term (subject to the anticipated project timelines).

R

The lease currently embeds the requirements of the Landfill Environment
Management Plan (LEMP) into the lease obligations as a schedule to the existing
lease. It is an appropriate risk mitigation strategy to continue to ensure that the
obligations of the LEMP are assigned to the lessee as per the current arrangements.
The LEMP requires the lessee to cap and remediate the site in accordance with the
EPA approved LEMP for the site.

3.5

Current status - SARC

3.5.1

SARC restructure
In accordance with Council’s resolution, a letter dated 20 September 2011 formally
advised SARC of Council’s decision to put on hold any further negotiations until
Council has determined its preferred direction for the MRP and REP. (Attachment
4).
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A joint letter dated 7 November 2011 announced that Premier Solar were the new
owners of Commsolar (commercial division of Solar Shop) and confirmed its
commitment to the Futurtec project. (Attachment 5)
A letter dated 24 November 2011 from council sought further details concerning
business and asset ownership, business structure and audited financial statements
to assist in our undertaking due diligence process. (Attachment 6) Despite
subsequent requests no further information was received to enable any due
diligence to be undertaken in relation to Premier Solar.
On 14 April 2012 ResourceCo, as principal consortium manager and current lessee
of the REP land, decided to undertake a process to replace Premier Solar within the
SARC consortium and provide a revised proposal with new partners and power
price structure. The Council report was subsequently placed on hold to enable
analysis of the revised proposal.
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The revised SARC proposal introduced two new entities EcoPlus Energy Pty Ltd, a
locally based solar provider and funding agent Rensus Capital. The revised proposal
retained the electricity price of 24.8 cents per kWh for a 15 or 20 year term at a
higher indexation rate of CPI or 3.5% whichever is greater. The original
requirement for a $2.5M external funding grant was removed in the revised
proposal. Analysis was conducted using existing financial modelling and a
comprehensive due diligence process.

ED

An independent credit rating assessment conducted by Corporate Scorecard Pty Ltd
analysed key aspects of the companies and compared performance against industry
benchmarks. At the time of assessment both companies were reported to have an
elevated risk level.

R

EL

EA
S

The key factors identified for EcoPlus include a deficiency on working capital and
poor liquidity, an increased high level of debt and accumulated losses. Rensus
Capital were incorporated in August 2011 and provided limited financial
information. The company recorded nil revenue, a net loss of -$3,702, cash at bank
totalled $580 and total liabilities comprised entirely of Director’s loans of $5,082
resulting in a negative net asset position of $3,602. Accordingly, proceeding with
the revised SARC proposal in its current form is not recommended by council
administration staff.
Corporate Scorecard also updated its original credit rating assessment conducted
on ResourceCo and following its detailed analysis confirmed that it is conditionally
acceptable for the proposed contract subject to evidence of the secured bank
funding stated to be its source of finance.
The delay in presenting a Council report enabled continued monitoring of market
trends and grant funding initiatives while further analysis of the alternative options
was conducted including new opportunities detailed later in this report.
3.5.2

ResourceCo – alternative options
In a letter dated 25 January 2012 ResourceCo confirmed its continued support of
the SARC proposal and outlined its alternative position to engage with Council on
alternative development outcomes if a SARC agreement could not be reached. In
its letter ResourceCo offer two potential development options;
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1. A joint ResourceCo / Council development model whereby ResourceCo:


acquire the REP land



take a project development role to procure, assess and develop agreed
alternative cleantech solutions or other agreed outcomes



apply $125k to fund business development activities to source potential
solutions for REP and MRP land

2. Outright acquisition of the REP site whereby ResourceCo:


enter into a Land Management Agreement that defines future
development outcomes



commit to a $2M purchase price

Details of workshop outcomes / discussions

ED

Due to the nature of the project a vast range of alternative options (and variations
within options) are available for consideration. The workshop held in February 2012
focussed on the following identified options;
SARC proposal

2.

SARC proposal with Council sourced funding

3.

Distributed solar

4.

Land sale - both REP & MRP

5.

Internal development of MRP without REP

6.

Internal development of REP then MRP

7.

No Futurtec – retain strategic land holding for future use

EL

EA
S

1.

The diagram presented at the February 2012 workshop outlining the options,
objectives and risk levels is provided in Attachment 3. Since the workshop in
February 2012 further investigations have identified that;

R

3.6
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The alternative SARC proposal was highlighted at the February workshop but as it
is outside the current procurement process it would be necessary for Council to
formally terminate the current process with SARC prior to its formal assessment of
this new proposal.

Option 1 –the continuation to allow SARC partners and potential concepts to
change would increase the risk of a significantly different final outcome than the
original tender. The unsatisfactory results of a due diligence process conducted on
replacement consortium partners EcoPlus Energy and Rensus Capital leads to a
recommendation from the independent probity advisor to formally terminate the
procurement process.
Option 2 - is not supported due to the need for SARC involvement as discussed in
Option 1 above.
Option 3 - distributed solar is feasible but does not deliver the same scale of
supply as the 1.4MW Futurtec project or achieve the identified objectives such as
economic development. This option would be viewed as a separate proposal with
links to Council’s existing Green Buildings Initiative program.
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Consequently, an Elected Member workshop held on 28 August 2012 concentrated
on the remaining and additional options investigated namely:


Re-tender



Abandon project /straight land sale



Internal project delivery



ResourceCo deliver project

3.7

Option overview

3.7.1

Option 1 – Re-tender
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This option entails the termination of the current procurement process and
approaching the open market for new REP and MRP proposals.

ED

Project property advisors Leedwell Strategic confirm that the market is similar or
slightly more depressed compared to the commencement of the original tender
process in 2010. The original nation-wide tender process revealed that no other
tenderer was willing to purchase the former landfill site. Advice received indicates
that there is no reason to consider that a superior offer in excess of the current
above market proposal will be achieved by re-tendering the project. Doing so may
result in the current offer being reduced or withdrawn. The anticipated cost to retender including documentation revision, marketing, assessment panel and
consultancy advice is likely to be in the order of $80,000.

Option 2 – Abandon project / direct sale

EL

This option considers the termination of the current procurement process and
entering into direct negotiations for the REP / MRP or combined land parcels with
adjoining owners ResourceCo for the highest possible unconditional purchase price.
Given the investment of costs and resources expended during the two year
procurement period an opportunity to conduct initial land sale negotiations directly
with ResourceCo may be considered appropriate under the circumstances.

R

3.7.2

EA
S

The option to re-tender to the open market is not recommended for the above
reasons.

Council’s Disposal of Land and Other Assets Policy which governs the transactions
associated with land sales does not provide an option for a direct negotiation in this
instance. Therefore a Council resolution would be required to undertake direct
negotiations with ResourceCo via an exemption to the Disposal of Land and other
Assets Policy. A separate report will be tabled to Council should this option be
pursued providing reasons for the exemption request.
A straight sale of land would be unlikely to achieve many of the strategic objectives
set out by Council and result in a lost opportunity to influence the industrial
precinct and boarder region of our city.
The timing of the Tonsley and Port Stanvac projects and resultant land releases will
have an influence on the potential land value. The disposal of the REP and MRP
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land would derive a direct financial return to Council and a positive NPV dependant
on the sale price.
3.7.3

Option 3 – Internal project delivery
This option involves council retaining ownership of the entire site and undertake
the direct delivery of the project objectives. The continuing land ownership would
enable the ability to implement strategic objectives in the future.
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This option has the potential to realise high financial returns however it is balanced
against a high risk profile particularly in the current market. The high level of
financial modelling provides a negative $2.63M NPV position for the REP element
but has the potential to gain grant funding to achieve a NPV positive position. The
financial modelling is based on conservative inputs and assumptions with no
residual plant or future land value built into the model.
Changes to loan structures and cash flows from 10 to 15 years have the potential
to improve council’s financial position by approximately $1M which may in turn
provide an improved feasibility outcome of this option.
Based on independent commercial property advice a successful MRP development
has the potential for a $6M return over an anticipated 2-5 year project term.
Councillor Bray has anecdotally suggested that this may provide a net return (post
development) as high as $9M.

Option 4 – ResourceCo deliver project

EL

This option explores the alternative proposal outlined by ResourceCo in its letter
dated 25 January 2012 whereby both the REP and MRP are sold for $2M and $3.6M
respectively pursuant to a staged payment scheme. Council commitment to
purchasing the entire electricity amount produced by the solar plant would likely be
a requirement of the transaction.

R

3.7.4

EA
S

ED

Advice received from Leedwell Strategic indicates an iconic REP development will be
required to create a point of difference to attract new investment into this region.
The development of MRP alone is high risk for council and likely to incur an
extended sales period and prolonged marketing and holding costs.

The administration has been unable to conduct negotiations with ResourceCo at
this point in time due to the 13 September 2011 Council resolution preventing
direct commercial negotiations. It is anticipated that a number of alternative
options will arise if negotiations with ResourceCo were permitted via Council
resolution. The financial outcome would be expected to be positive in addition to
the ongoing land management costs being avoided and avoidance of the contingent
liability associated with holding a historical landfill site.
Dependent upon negotiations outcomes this option has the potential to meet the
majority of the current project objectives. Formal termination of the current
procurement process is required to facilitate further negotiations in pursuant of this
option.
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Elected member workshop 28 August 2012 – outcomes
An overview of the details contained in this report was presented to Elected
Members in a workshop held on 28 August 2012. The session prompted discussion
and direction to scope the next steps and inform this report.
The need to formally terminate the current procurement process with the SARC
was acknowledged and is recommended by the project’s probity advisor given the
extended period of time and level of shift from the original submitted proposal.
Feedback gained from the workshop included the following outcomes being
expressed by those Elected Members present.
1. Re-assess and prioritise project scope and objectives
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While several options are outlined in this report it is clear that several other options
could be available including a hybrid of options 3 and 4 whereby ResourceCo could
potentially purchase and develop the REP and council retain MRP for development
or as a strategic landholding.
2. Review Council policies that underpin the Futurtec project

ED

The Futurtec project is supported by a number of strategic policies including;
Community Plan, Climate Change Strategy, Energy Futures, Carbon Neutral 2013
and the Southern Adelaide Economic Development Plan. The current status offers
an opportunity for Council to revisit the strategic objectives in light of:
The introduction of a carbon tax and impacts upon the renewable energy
market



State Government Southern Corridor Structure Plan ( to include Port
Stanvac/Lonsdale)



Tonsley development and the cleantech sector
Determine the impacts, costs and alternatives of Futurtec not proceeding

EL

3.

EA
S



Further analysis and investigation to determine the consequences of the project
being abandoned would be explored as part of council’s ongoing strategy review
process including alternative opportunities including an Elected Member workshop
scheduled on 30 October 2012.

R

3.8

4.

Viability of establishing a cleantech industry in Lonsdale

Undertake further assessment of the current and future cleantech industry to
determine its long term sustainability and anticipated impact of the State
Government’s Tonsley Park Redevelopment initiative.
5.

Explore any potential joint opportunities with the City of Marion

The close proximity to neighbouring Marion Council boundary could initiate joint
venture opportunities to be conducted on the site in the future.
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Conclusion
Council’s resolution to further explore the current SARC proposal and other
alternative project options has identified potential opportunities to achieve the
project objectives including a cost neutral or better financial position.
The revised proposal submitted by the newly formed SARC offered a similar PPA
without the need for grant funding. Unsatisfactory due diligence results on the
proposed SARC entities prohibit the ability for council to progress with this
consortium.
The ability to formally discontinue the current procurement process without
accepting a tender or proposal is provided for in the terms and conditions of the
Expression of Interest document and is recommended by independent probity
advisor.
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It is recommended that the project be placed ‘on hold’ while opportunities arising
from other future strategic workshop sessions are used to review Council policies in
relation to the Futurtec concept and impacts of the project not proceeding. An
Elected Member workshop scheduled on 30 October 2012 will consider Council’s
Carbon Neutral 2013 policy with a focus on the following topics:
Our carbon neutral goal



Our emissions profile for 2010-11 and current work being undertaken for 201112



Modelling on our emissions trajectory



Our policy options for our carbon reduction program and the implications
including Futurtec

EA
S

ED



Other future strategic workshops include the review of the Community Plan and
Climate Change Strategy.

EL

The current short term lease arrangement with ResourceCo for the REP land is
proposed to continue, under delegation to the Chief Executive Officer until a
position on the future of the Lonsdale site is determined by Council.
In addition, we will continue to monitor future grant funding announcements and
changes in the electricity and renewable energy marketplace in order to identify
potential opportunities. If appropriate these will then be presented to Council for its
consideration.

R

3.9
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