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Suites 904-805, 88 Bathurst Street Tel: 029268 3800 Fax: 02 5268 0640

Sovereign Centre, Sydney NSV 2000 Email: info@capitalglobeltd.com

Suite F1, 34 Lake Street Tel: 07 40315562 Fax: 07 40315977

Palm Court, Cairns QLD 4870 emalt: | CAPITAL

PO Box 5330 Calrns QLO 4870

Ms Barbera Stone MP,
Member for Springwood
P.O. Box 174

Rochedale South Qld 4123

20 AUG 2008
Dear Ms Stone

Please find enclosed a copy of a submission to the public works inquiry into William McCormack
‘lace — Stage 2.

You will note that the argument Is simply that this expenditure of government monies is
unwarranted. The same result is obtained by the private sector embarking on this project.

[ hope you would see the wisdom in supporting the submission presented by Capital Globe Pty Ltd.




PUBLIC WORKS COMMITTEE

WILLIAM MCCORMACK PLACE - STAGE 2

BACKGROUND

The Queensland Pariiamentary Public Works Committee
has decided to examine the Willlam McGormack Place -
Stage 2 - project.

The commitlee is cailing for writien submissions from
interested persons and organisations to be sent by Friday,
26 Ssplember 2008 to;

The Research Director
Public Works Commitiea
Parliament House
George Slreet

Brisbane QLD 4000

This paper has been produced to provide information to
Interested persons and organisalions on the inquiry, the
project, the committee, and how to make a submission.

THE PROJECT

Cost  $79.5 million

Location Cnr Harlley and Sheridan Streets, Calrns

Constructing Authority Department of Public Works

Project Description The government is consiructing
& new government office bullding in Caims - Stage 2 of
William McCormack Place.

The building, which will provide 9,600m? of net leftable
area, will meet stringant Government ofiice quality
standards and feature the latest in innovalive energy and
efficient design.

The project seeks
to achisve a five-
star, Green Star
raling under the
Green Building
Councll of Australia
raling schems.

It wil include
rmaximum sun-
shading, themmal
efficiency and

*indoor environment
quality through the

use of low VOC malerals as well as water-efficient
technologies, energy-efficient air-conditioning and use of
off-peak electdcal supplies to reduce carbon dioxide
emissions.

TERMS OF REFERENCE

The terms of reference for the Inquiry are to examine the
William McCormack Place ~ Stage 2 - preject and report lo
the Parliament on:

a} the purpose of the work
b)  the necessity for, and the advisability of, the work
¢}  the suitability of the work for its purpose

d} the cost, recurrent costs, ravenue and value for
money of the work

e} the impact of the work on the community, economy
and enviranment

f}  procurement methods for the work

g) the balance of public and private sector involvement
in the work

h) the performance of the consiructing authority and the
consultants and contractors for the work

THE PUBLIC WORKS COMMITTEE

The Public Works Commities is an all-parly committee of
the Queensland Parliament. The commitiee Is established
under the Parffament of Queensland Act 2001 . which gives
the committee fts powers and functions.

The committee’s areas of responsibifity under the Act are to
examine and report on {a) public works undertaken by a
construcling authority for the work if the commitiee decides
to consider the work, and {b) any major Government
Owned Corporation (GOC) work If the commitiee decides
to consider the work.

The committee endeavours to ensure that Queenslanders
recaive value from the governmenl's capital works
program. To this end it routinely conducts inquirles into a
range of projects throughout the state at different stages
from inception to post completion, of various costs and in
all portfolio areas.

The Act gives the commiitee certain powers to ensure it
can fulfil its responsibilities. Thesa include the power to call
for persons, documents and other things and powers
dealing with entry to and inspection of a public work.

The committes is not parl of the formal project approvat
process and it is not involved in the tendering process or
the awarding of contracis. Inquiries on these matters
should be directed to the constructing authority or GOC.
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GUIDELINES FOR MAKING A SUBMISSION

By asking for public submissions the committee provides
an opportunity for interest groups, private citizens and
others to conlribute to an Important review and evaluation
process. Submissions can add greatly to the knowledge
the commitiee has about a project. Often the public is
aware of specific issues and Impacts of which the
comywitlee is unaware, Public participation Is an important
and necessary ingredient in the committeg's investigations
and is an opportunily for the public to see, and take part in,
the operation of Parliament.

Form

While there is no prescribed form for writlen submissions to
a committee it is halpful to structure your submission using
the inquiry terms of reference.

The best submissions are fo the polnt, supported by
evidence and use plain english. ’

The committea will only consider written submissions.
Typed or printed text [s preferable, though lagible hand-
written submissions are accapiable, .

All submissions must include (i) the name, (i) a postal
address and (iil) a daytime contact telephone number of the
person who makes the submission.

Number the pages and, If the submission is over twenty
pages long, provide a brief summary at the front and
include a table of contents.

Relevance

The submission must be relevant to ihe inquiry; stherwise
the committes may not accept it. The committee will inform
you of its decision to accept your submission or otherwise.

Confidential submissions

The committee will not consider anonymous submissions
though it may diract that a submission be {reated
confidentially. The Public Works Commitiee attempts to run
its inguiries in the most open way possible. However, if you
belisve that your submission (or part of it} should not be
made public clearly write 'confidential’ on each page and, in
@ brief covering letter explain why your submission should
be treated confidentially.

Lodgement of submissions
Please send your submission to:

The Research Director
Public Works Commitiee
Parliament House
Gaorge Street

Brishane QLI 4000

SUBMISSIONS CLOSE ON

FRIDAY, 26 SEPTEMBER 2008

Extensions to the closing date may be given. If you need
more time to make a submission confact the committee
gecretariat. Do not assume that a late submission will be
accapled.

Unavthorised release

Onca the committee receives a submission it becomes the
property of the committee and must not be published or
released without its permission.

Unless you have requssted that the submission remain
confidential, i is normally publishad after the commitiee
has received and examined it and authorised iis
publication,

Once a commiitee has authorised the release of a
submission, subsequent publication of it is protected by
parliamentary privilege.

The content of a submission may be published in another
form or for another purpose before the submission is
released by the commitiee, hut this publication will not be
protected by parlfamentary privilege.

Further information

Contact the committea secretariat on:

= Phone: {07) 3405 7689

= Fax {07) 3210 0128

“  Email: pwe@parliament.qid.gov.au

This paper and other Public Works Committes publications
are on the commitiee’s Internet site at:

htlp:fweww.parfiament.gid gov.au/PWC
COMMITIEE MEMBERSHIP

Hon Kev Lingard MP, Deputy Chair
Member for Beaudesert

Mr Stuart Copeland MP
Member for Cunningham

Mr Ray Hopper MP
Member for Darling Downs

Mr Jason O'Brien MP
Member for Cook

§ Mr Phil Welghtman MP
Member for Claveland

LB Mr Wayne Wendt MP
g Tlember for Ipswich West
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Suites 904-805, 89 Bathurst Street
Soverelgn Centre, Sydney NSW 2000

Suite F1, 34 Lake Street
Palm Court, Cairns QLD 4870
PO Box 5330 Calrns QLD 4870

The Research Director
Public Works Committee
Parliament House
George Street

Brisbane, Qld 4000

Deat Sir or Madam

Tel: 029268 3800 Fax: 02 9268 0640
Emaik: info@capitalglobeltd.com

Tel: 07 40315561  Fax: 07 40315977
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CAPITALJGLOBE

A SUBMISSION TO THE ENQUIRY INTO WILLIAM McCORMACK PLACE ~ STAGE 2 CAIRNS.

A: THE PURPOSE OF THE WORK.

William McCormack Place stage 2 is an extension of the development of a precinct containing the
existing Stage 1 and adjoins land owned by both the Cairns City Council and Capital Globe Ltd

commonly referred to as the cultural precinct. See Appendix.

The purpose of the work ostensibly is to house Queensland Government offices in office space
owned by the State Government.

B: THE NECESSITY FOR AND ADVISABILITY OF THE WORK.

There is little doubt that a demand exists for office space of the calibre planned, however Capital
Globe contests that it is unnecessary and inadvisable for the work to be undertaken by the State
Governmeant when the private sector can do it for the following reasons:

(1) Capital Globe Ltd has secured the relevant approvals to commence its own building of
11,500m2 of commercial office space adjacent to the Government site, Should the
Government proceed with their project then this investment by the PRIVATE SECTOR will be

lost to the city;

(2) The Capital Globe Ltd invested in land acquisition in the precinct to provide for two huildings.
One a Commercial office complex and another for a commercial hotel complex. These
buildings will adjoin the area commonly referred to as Central Park, a commercial, retail, and
residential accommodation precinct;

(3) The stated amount of $75.5 million for a 9;500m2 of commercial lettable space brings the
project in at $8;000.00 per square meter. This financial scenario should not be contemplated
for the construction of any building let alone any office complex. By way of comparison Capital
Giobe Ltd have a budget of $45 million for 11,500m2 with a fully compliant 5 star energy

rated building;

~ {4) Should the State Government withdraw from competing with the private sector for the
provision of commercial office space, then the $75.5 m can be committed to other
infrastructure projects. This is the logical outcome of such a decision and would provide the
Government with further options of realising political opportunity by funding community

infrastructure.



C:IHE SUITABILITY OF THE WORK FOR ITS PURPOSE,

The work is suitable for its purpose but is too expensive and unnecessary as the private
sector is ready, willing and able to do it more effectively.

D: THE COST, RECURRENT COST’S AND VALUE FOR MONEY FOR THE WORK.

Capital Globe Ltd is of the view that the costs for the work are excessive and this represents
questionable value for money. The current market rent for A grade office accommodation in
Cairnis Is of the order of $400.00m2. The Government would need to charge its departments
$800.00m2 for this building to break even. In a normal commercial environment at this time
this building would remain empty. We do not offer a comment on procurement costs.

E: THE IMPACT OF THE WORKS ON THE COMMUNITY, ECONOMY AND THE
ENVIRONMENT.

The Cairns community welcomes any investment in building and infrastructure. Investments
of this nature provide employment opportunities and add a positive sense of progress for
the city during a period of questionable economic certainty, however how much better
would the outcome be if the private sector built the commercial office building and the
Government applied the $75.5 million into other projects. This scenario by far would resuit
in a bigger economic impact on the Calrns Community.

F: PROCUREMENT METHODS FOR THE WORK.

No comment is offered here.

G: THE BALANCE OF PUBLIC AND PRIVATE SECTOR INVOLVEMENT IN THE WORK,

No comment is offered here except to say that this project should be entirely undertaken by
the private sector.

H: PERFORMANCE OF THE CONSTRUCTING AUTHORITY AND THE CONSULTANTS AND
CONTRACTORS FOR THE WORK.

No comment is offered here,
CONCLUSION,

This is a major project for the city of Cairns that would be more appropriately undertaken by
the Private Sector. We see no justification In the Government embarking on this project
when the private sector is able to bring the project to fruition at a considerahly lesser cost
than the Government. The private sector can more appropriately bring this facility online.

Yours Sincerely.

YRNE

EZUTIVE DIRE
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Courtney Gould

From; Courtney Gould on behalf of Greg Wood
Sent; Friday, 11 April 2008 3:36 PM

To: |
Subject: Cairns Office Accommodation

Attachments: McCormack Place reply 05-02-08.pdf

Hi Greg

Please find foliowing some infermation on the office market in Cairns, you may find some of it useful. i've also
attached a letter from the Minister for Public Works, Housing and Information and Cormmunication Technology
regarding Stage 2 of Willlam McCormack Place.

Unlike a lot of regional areas, the Cairns CBD is a genuine hub for the city, with a definite northern and
southern area radiating from the hub. The southern side of Cairns is predominantly newer residential
development, with the northern side beachside residential with an infill along the hiliside moving west.
Commercial development is limited along the two main arterial roads (Mulgrave Road to the south and
Sheridan Street to the north), with many fown planning constraints confining development. There are two
newer nodes of development in Edmonton on the southern side and Smithfield on the northern side.

Fundamentally, the history of the Cairns office market originally only comprised two and thres level walk-up
buildings with office accommodation above shopfronts, etc, as you would expsct in a small regional area, The
late property boom of the 1080s producad the first high-rise offica camplex in Cairns, namely the Cairns
Corporate Tower, which facilitated a new level of *A” grade office accommodation previously not available in
the city. This also directed commercial traffic to a designated and identifiable commerclal precinct in what
was a sprawling CBD, with natural dissemination between commercial and retail activity.

Since the development of the Cairns Corporate Tower, there has riot been a lot of construction of office
accommodation. Notably, the State Government produced a 4,400 square metre building in Sheridan Street
{corner of Hartley Street) next to the Cairns Courthouss, with H & S Development producing a 3,300 square
metre buliding in Spence Street (near the corner of Bunda Street) in 2005, and the purpose-built Williams
Graham and Carman offices at 1a Water Strest (next to Cairns Central Shopping Centre) of approximately
1,325 square mefres.

The Cairns office market has approximately 108,000 square metres of office accommodation over four
classes (A, B, C and D) at the present time, which can be categorised generally as follows:

*» “A” Grade: reasonably generous floor plates, quality finishes, on-site undercover security car
parking, good access, high level of technical services, full disabled access.

. “B" Grade: any size floor plate, quality space with reasonable standard of finishes and
maintenance, reascnable level of tachnical services.

*  “C" Grade: any size floor plate or older style office accommodation, low-quality finishes, older style
technical services.

* “D” Grade: any size floor plate, poor quality finishes and minimal technical services,

Stocks of these various classes of office accommadation are approximately the following:

“A" Grade: 33,500
“B" Grade: 27,500
“C” Grade: 41,000
D" Grade: 4,000

* o o

In the early ‘90s, vacancy rates were approximately 7.5%, which dropped 3.5% by the late '90s. With the
expanding market and need to refit older buildings, demand for premium space became evident, producing
our current vacancy rate, which is less than 1%.

As a consequence, there are a humber of new developments planned or under construction in the CBD at the
present time. Firstly, there is the Hedley development on the corner of Spence and Sheridan Streets offering
approximately 7,000 square metres. HS Vision Group are currently constructing an office building on the
corner of Spence and Bunda Streets offering approximately 4,000 square metres. Finally, of course, is Caimns
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Global Tower, offering approximately 11,500 square metres NLA over 11 floors.

Therefore, with a few potential projecls available in the markel, design and compatibility with market
requirements is essential moving forward. Leasing incentives have not been a significant issue to date, and
are generally less than 5%. Howevar, in the main these are major corporations and government tenancies,
and where fit-out issues have hot been a pivota! point, the availability of space has been. There has been a
history of tenants staying in existing tenancies due to the enormous cost of relocation, and, more particularly,
fit-outs, However, as you are aware, there is always movement.

Current market rents across the sector are as follows:

e A’ Grade: $350 - $400 / square metre
e “B" Grade: $275 - $350 / square metre
s+ “C" Grade: $200 - $2756 / square metre
+  "D" Grade: $150 - $200 / square metre (rentals quoted are gross rentals)

Effective rentals have continued to increase and with costs of sites and construction and low vacancy rates
within the city, we believe rental rates will still firm moving forward. Car parking rentals have not been a
significant issue in the city, however, the general rule of thumb is approximately $100 per month for
undercover car parking.

Consequently, any available space, particularly the smalt areas, is taken fairly quickly, and there is a need to
move to secure space once it becomes available or the spportunities are lost. The current developments
nominated would indicate that larger tenants will continue to absorb the newer buildings and expand in
existing high-profile buildings, putting additional pressure on smaller tenancies.

[ hope that this is helpful.

Regards

Greg S. Wood

Director in Charge

Knight
Frank

First Floor, 32 Sheridan Street
PO Box 7299
CAIRNS QLD 4870

T: 07 4046 5300
F: 07 4031 1845
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This email is intended solely for its addressee. The contents are confidentiat and may be legally privileged or
subject to copyright, Any unauthorised access, disclosuro, use or copying is strictly prohibited and may be
unlawful. If you have received this emall in error, please notify the sender by rettirn email immediately and
then delete it. if you are the intended recipient and you do not wish to receive similar electronic messages
from us in future then please respond to the sender to this effect, We have taken precautions to minimize the
risk of transmitting software viruses, but we advise you to carry out your own virus checks on any attachment
to this message. We cannof accept fiabllity for any loss or damage caused by sofiware vinises.

Any views expressed in the email are those of the individual sender, except where the sender specifically
slates them fo be the views of Knight Frank.
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Courtney Gould

From: Courtney Gould on behaif of Greg Wood
Sent: Wednesday, 16 April 2008 11:42 AM

o
Subject: New State Government Building

Attachments: McCormack Place reply 05-02-08.pdf

You would be aware of the proposal by the State Government to produce a second stage to their Government
precinct (William McCormack Place) on the corner of Sheridan and Hartley Sireets, Briefly, the proposal is to
provide a building of 8,000 square mefres with state of the art green ratings to be occupied by the State
Government for 50% (4,500 square metres), with the balance to be provided to private enterprise.

The development community has some serious concerns about the proposal, as there has been provision of
appropriate buildings by the Hedley and HS Vision Groups, with further proposals moving forward, particularly
that of Global Capital, who intend to develop a state of the art building on the opposite corner of Hartley and
Sheridan Streats to provide an additional 11,000 square metres.

Our concerns are based around the fact that the State Government have always indicated that they would not
compete with private enterprise if appropriate products were being produced, which clearly they are,
Secondly, the development of thelr tower, to be put in perspective, is an increase of 9,000 square metres by
itself in a market that currently provides approximately 40,000 square metres of “A” grade accommodation,
which is a substantial increase in the market sector, let alone those proposals currently on the drawing board,
It is also particularly disconceriing when the quantum of the monsy could be used elsewhere on infrastructure
projecis,

The additional fact that the building it twice the size of what the State Government estimates they need is also
of great concern, as it does compete directly with private enterprise. The cost of the development to a similar
standard, if not greater standard, s also more economically produced by private enterprise. The real concern
is that a glul of space on the market, should all developments proceed, would lead to a stalling of the current
growth In the commercial markel. We have a finite resource in Cairns, and it has been growing with the pace
of the market to date. Such an increase would give rise 1o tenants being able to negotiate fower rentals and
increase incentives packages to relocate to compseting projects, which would ultimately make new
devslopments unviable and would signal a return to the decade which preceded the 1980s crash and early
'80s difficulties, where Cairns had in excess of a decade of non-development, non-growth and catch-up
before the local and national markeis would take commercially developing in Cairns seriously.

We consider that the problem is significant, and deserves consideration by your organisation for additionaf
lobbying. We have been lobbying the State Government, and have provided the Cairns Post with material to
ralse the issue, with an article by Greg Punshon In today's Cairns Post based on our data. We enclose a
copy of the letter received from Rob Schwarten in respect to the matter, which also indicates an unhealthy
increase in the ratio of owned properties by the State to the public sector in Calrns, which is out of kilter with
the rest of the country. We would appreciate your constderation of the matter before additional lobbying and
can provide any additional information that you may require.

Regards
Greg S. Wood

Director in Charge

Knight
Frank

First Floor, 32 Sheridan Strest
PO Box 7299
CAIRNS QLD 4870
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