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CHAIRMAN'S FOREWORD

This report was foreshadowed in the Committee's Report on matters
examined in relation to the 1982-83 Report of the Auditor-General
(Report Number 12). In that Report it was stated that, in respect of
the Director, Macarthur Growth Area, a number of issues were being
further examined and included:

valuation of property holdings
development and marketing activities
investments

The Macarthur Growth Area has had a chequered administrative history
since it was first announced in 1972. Starting as a joint
Commonwealth/State project, it became solely a State operation in
1978 when the Commonwealth withdrew its financial support. The early
emphasis was on planning, under the Department of Environment and
Planning. In recent years it has come under the Department of
Industrial Development and Decentralisation.

On information available to the Committee, this project was
established without a rigorous financial analysis to estimate future
capital and recurrent costs. Resources were made available by both
the Commonwealth and State Governments, but ownership and repayment
issues were not sufficiently clarified. Specific objectives,
targets, and success criteria were not set, making effective and
efficient management extremely difficult.

The thrust of this short report is to point to the need for these
basics; even at this late stage of the project. It is essentially an
overview of the problems that have arisen and indicates the broad
steps necessary to overcome them. The Committee has not attempted,
in this brief review, to conduct a detailed examination of the
organisation's problems.

I would Tike to thank the former Deputy Director, Ruth Tait, for her
contribution to this report.



I also wish to thank my fellow Committee members for their work on
this inquiry. Last, I thank the Director, Frank Sartor, and Advisor,
Bob Pritchard, for their valuable contributions and the Committee's
stenographers, Sandra Vine and Christina Assargiotis for their work
in getting out this report.
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John J. Aquilina,
Chairman
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Macarthur Growth Area

Section 1: Summary and Recommendations

The major concern of the Committee centred around a perception that the
role of the Macarthur Growth Area (MGA) had changed (from a primary focus
on planning to a co-ordination and marketing role) and that this change
had not been adequately recognised by the organisation in its operations.

The Committee makes the following recommendations:

1. That the current role of Macarthur Growth Area be clarified as a first
step towards establishing appropriate objectives, performance measures
and organisational arrangements.

2. That an appropriate date be established for the completion of the
Macarthur project to assist the determination of objectives and the
planning of the handover period.

3. That clear and realistic objectives be established for MGA which
reflect its changing role and the expected 1ife of the project.

4. That performance measures be identified and targets set for the long
and short term.

5. That a formal mechanism be adopted to ensure that objectives, targets
and performance measures are regularly reviewed and updated.

6. That the administrative arrangements for the MGA be reviewed to ensure
that responsibility for achievement of MGA objectives is delegated to
an office which is realistically able to discharge this function.

7. That the relationships between the Minister, the Macarthur Development
Board, the Director, MGA, and the MGA unit located in Macarthur be
reviewed in the Tight of recent changes and that clear role and
responsibilities be established.



8. That the organisation and staffing of the MGA unit be reviewed when
new objectives have been established.

9. That the question of the repayment of the debts to the State and
Commonwealth Governments be resolved as quickly as possible to enable
the MGA's financial accounts to reflect the actual losses that have been
accepted.

The Committee would like to thank the Director, Macarthur Growth Area and
his staff for their assistance and co-operation with this inquiry.



Section 2: Introduction

The Public Accounts Committee expressed interest in the activities of the
Macarthur Growth Area (MGA) following the reports of the NSW Auditor-
General for both 1981-82 and 1982-83.

The following issues were raised:-

(1)

(ii)

(1i1)

Valuation of land holdings. In 1982-83, the Auditor-General was
concerned that the balance sheet of Macarthur Growth Area include
all Tand under the control of the Director, that real estate
holdings be subject to independent valuations and that cognizance
be taken of such valuations in the financial statements.

Accumulated deficiency. The accumulated deficiency at 30 June,
1983 was $6,599,887.

Capitalisation of certain expenditures. In 1982-83, expenses
amounting to $10,886,000 were transferred to specific assets. The
Committee sought confirmation that this was in accord with
generally acceptable accounting practices.

Efficiency and effectiveness of MGA. To assist this review, the
Committee requested a statement of the objectives of the
organisation and the programs by which those objectives were to be
achieved.

Investments. At 30 June, 1983, the MGA held investments and
interest bearing deposits valued at $6,902,000. The Committee
requested a detailed breakdown of these investments, plus rates of
return earned in order to assess the effectiveness of these
activities.

The above issues were explored with the Director through correspondence

and at a public hearing before the Committee. During this process, a

number of issues of interest to the Committee, in particular those related



to the valuation of land holdings, and the capitalisation of certain
expenditures, were resolved. The question of statutory authorities
generally have since been dealt with in the Committee's Report Number 14.

Other issues have not been satisfactorily answered and are the subject of
this brief report. They relate to:-

. the current and future role of the MGA

. its objectives and performance.

. organisation and staffing issues including the role of the Macarthur
Development Board.

. the accumulated deficiency of the growth area.

In view of other examinations of the Macarthur Growth Area, the Committee
decided to 1imit its inquiries, in the main, to published reports, the
reports of the Auditor-General and information provided to the Committee
by the Director. This has been supplemented by some informal interviews
carried out by officers assisting the Committee.

The Committee has however gained an overview and was sufficiently
concerned about its findings to prepare this report.



Section 3: Relevant Background to Macarthur Growth Area

The Macarthur Development Board was established in 1975 by agreement
between the Commonwealth and State Governments to manage the planning and
implementation of large scale urban growth in the Macarthur area to the
south west of Sydney; an area covering Campbelltown, Camden and Appin.
The Board had the power to acquire and subdivide land and construct
residential, commercial and industrial buildings for sale or lease.

The Board administered the Macarthur Division of the State Planning
Authority (later the Department of Environment and Planning) and both
Commonwealth and State Governments contributed funds and land to establish
the MDB as a relatively well-funded development corporation.

In 1976, with the change of government, the Commonwealth withdrew its
financial support and did not proceed with the transfer of further land.

Then in 1981, responsibility for the administration of the Macarthur
Growth Area was transferred from the Minister for Environment and Planning
to the Minister for Industrial Development and Decentralisation. At this
time, the Director, Macarthur Growth Area (DMGA) was constituted as a
corporation sole with the Macarthur Development Board as adviser to the
Director.

To give an idea of the progress of the development, it is of interest to
look at the proposed and actual growth of population in the Area. The
objective is to provide for a population of 500,000 persons by the year
2015. In 1976 the Growth Area had a population of roundly 42,000 which
increased to more than 130,000 as at 30 June, 1983. It is now estimated
that by 1991, the population will increase to 186,500.
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Section 4: The Role of MGA

In examining the efficiency and effectiveness of the organisation of the
Director, Macarthur Growth Area, the Committee soon realised that the role
of the organisation had changed substantially from the role it performed
when first established. This created difficulties in assessing
effectiveness since the published objectives were no longer relevant.

The Committee has therefore addressed itself to the more basic issue of
defining the current role of Macarthur Development Area.

When MGA was first established in 1975 its major task was planning; hence
the organisation was appropriately located within the NSW State Planning
Authority and staffed with a number of specialist planners.

Since then, its role has changed. With the establishment of the area, the
need for planning has declined, and, indeed, it could be argued that the
planning input that is needed could as well be provided by the regional
office of the Department of Environment and Planning.

Essential roles now are overseeing the development of the area and
marketing existing holdings.

Some recognition of this change in role has been provided by the transfer
of the organisation from the Department of Environment and Planning (DOEP)
to the Department of Industrial Development and Decentralisation (DIDD).
Also, in evidence before the Committee and in correspondence, the Director
recognised the changed situation of the Growth Area and the need to
"effect a formal change in the published objectives of the DMGA". Overall
however, the Committee believes that the change in primary role, from
planning to co-ordination and marketing, has not been adequately
recognised by the DMGA and reflected in appropriate objectives and
organisational arrangements.



The Committee recommends that the current role of the Macarthur Growth
Area be clarified as a first step towards establishing appropriate
objectives, performance measures and organisational arrangements.

The question of the lifespan of the organisation is also relevant. When
the Macarthur Growth Area was first established it was announced as the
"Macarthur Project" implying a special effort over a finite period of
time. At present, there are significant overlaps with local government,
the Land Commission and the Department of the Environment and Planning.

When asked by the Committee about when he expected the work of the DMGA to
be substantially complete, the Director replied: "In terms of the Three
City Structure Plan adopted by Government it is envisaged that the MGA
will be fully developed by about the turn of the century".

The Committee believes that the area organisations should operate as
projects to achieve set objectives within an agreed timeframe. At the end
of this period, the Growth Area would be an established community served
by existing government organisations in the usual way.

The Committee recommends that an appropriate date be established for the

completion of the Macarthur project to assist the determination of
objectives and the planning of the handover period.

- 10 -



Section 5: Objectives and Performance

Since the Growth Area was established in 1975, the area has matured and
now requires that a different role be performed by the DMGA, as discussed
above. As well, the situation of the Growth Area as changed: as the
Director said in evidence to the Committee, "whilst we set out to build a
self-contained city, right now it is a suburb of Sydney".

Initially, the major objective of the Macarthur Development Board was:

To develop the Macarthur Growth Area of Campbelltown, Camden and Appin to
provide for a population of 500,000 persons by the year 2015.

The New City Complex plan had two sets of basic objectives: those related
to the Sydney Regional Outline Plan and those related to the design and
development of the New City Complex itself as a place to live and work.
More specifically, the New City objectives were:-

(a) To prbvide a self-contained city, with an attractive environment
and a wide range of opportunities for work, education, recreation
and community activity.

(b) To establish a strong commercial and administrative centre not
only to serve local needs but also to perform some of the
metropolitan centre's functions thus relieving some of the

development pressures and movement problems of the latter.

(c) To encourage optimum use of public transport, especially to major
workplaces and other centres of intensive activity.

(d) To bring about a close relationship between town and country.

(e) To balance growth needs with conservation of the special assets of
history and landscape.

- 11 -



(f) To establish community identity for each of the three new cities
proposed at Campbelltown, Camden and Appin and also in the more
localised districts within the cities.

(g) To encourage the development of a strong, diverse community and,
in particular, attempt to avert the social problems of
integration which can occur in new town development undertaken in
a short period of time.

The review of the Sydney Region Outline plan, published in 1979, noted
many achievements for the Macarthur Area including land acquisitions,
construction of dwellings, development of industrial land, a major retail
centre, a technical college, a new district hospital, arterial roads,
major flood mitigation works and so on. As well, a strong Campbelltown
community identity had been fostered by the Local Government Council's
support for a wide range of community groups.

The Review also identified a number of unforeseen difficulties which had
affected the MGA. Firstly, there was a slowdown in the rate of State and
Regional population growth. Secondly, there was slow growth in
manufacturing and commercial activity in the areas resulting in low
employment opportunities and a continued need for a significant percentage
of the population to commute to work with consequent pressure on transport
facilities.

So while the initial intention was to build a relatively self-contained
city, this had not occurred and the Macarthur Area really became part of
the greater metropolitan area of Sydney.

The Committee notes that the objectives of the MGA were not revised during
this period to take into account these changing circumstances, nor were
the objectives reviewed in 1981 when the administration of the MGA was
transferred to the Minister for Industrial Development and
Decentralisation.

- 12 -



In evidence to the Committee, the Director indicated that the situation
had changed since the objectives were set, but could refer in only the
most general terms to the current functions of the organisation: it
appeared that the corporation lacked direction.

This was not satisfactory and the committee pursued the matter further.

In a subsequent letter, the Director was provided a clear and concise
statement of priorities for 1984-85, although no specific targets had been
established at that time.

In 1ight of the receipt of the statement of priorities, the Committee
accepts the Director's plan to defer any action to effect a formal change
in the published objectives of the DGMA pending receipt of the report of
the Management and Strategy Review then underway. The Committee is
concerned, however, that the objectives had remained unchanged for so
long, when they were clearly no longer relevant.

The Committee also noted that no targets had been set and emphasises the
importance of determining appropriate performance measures.

The Committee recommends that:

(i) Clear and realistic objectives be established for MGA which
reflect its changing role and the expected 1life of the project.

(ii) That performance measures be identified and targets set for the
long and short term.

(iii) That a formal mechanism be adopted to ensure that objectives,

targets and performance measures are regularly reviewed and
updated.

- 13 -



Section 6: Organisation and Staffing

On the area of organisation and staffing, the Committee has the following
concerns:-

(i)  The role of the Macarthur Development Board.

(ii) The degree of autonomy of the General Manager of the MGA Unit,
and

(i11) The staffing of the MGA Unit in the light of its changing role.

The current administrative arrangements for the Macarthur Growth Area are
shown in Figure 1.

The Act, as amended, constitutes the Director, MGA as a corporation sole.
It also provides that the Director, DIDD, "means" the Director, MGA, and
provides for the establishment of an advisory committee (Macarthur
Development Board) by the corporation sole.

The Committee was impressed with the information provided by Director,
DIDD, about the issues facing his Department as a whole. The difficulties
of combining this position with the position of Director, MGA, were also
appreciated; particularly the fact that the Director is located in
Macquarie Street, Sydney at some distance from Macarthur and the MGA Unit
at Campbelltown (although this seems to conflict with the government's
policy to decentralise the management arm of government services).

A solution to this problem might be the delegation of responsibility for
the achievement of MGA objectives and targets to an officer able to devote
appropriate time to the job, such as the head of the MGA Unit in
Campbelltown, the General Manager.

The Committee recommends that the administrative arrangements for the MGA
be reviewed to ensure that responsibility for achievement of MGA
objectives is delegated to an office which is realistically able to
discharge this function.

- 15 -



The Macarthur Development Board (MDB) is an advisory body to the Director,
MGA. The majority of the members of the current MDB, including the
Chairman, were appointed by the Minister of Industrial Development and
Decentralisation in May 1984. The positions are part-time and, in
general, the Board members have been drawn from the Macarthur Area.

The difficulty for the Board is that its role is unclear and it provides
advice to the Director who is remote and not closely involved in the work
of the MGA. The Board does not have a formal role in advising the
Minister at providing direction to the work of the staff.

Obviously this difficulty would be resolved in part if the administrative
arrangements for the MGA are reviewed.

The committee believes that if a Board, such as the MDB, is appointed it
must have a real role to play. Such a role might be the provision of
advice to the officer responsible for the achievement of MGA objectives
(this responsibility may be delegated) with the right to approach the
Director and the Minister if this advice is repeatedly ignored.

The Committee recommends that the relationship between the Minister, the
Macarthur Development Board, the Director, MGA, and the MGA Unit located
in Macarthur be reviewed in the light of recent changes and that clear
role and responsibilities be established.

Concerning the MGA Unit located at Macarthur, an organisation chart
provided by the Director, MGA is attached (Figure 1).

The organisation and staffing of the unit focus heavily on the planning
function and the question arises as to whether this is still appropriate
given the changing role of the MGA, in recent years, towards marketing
co-ordination.

The Committee recommends that the organisation and staffing of the MGA
Unit be reviewed when new objectives have been established.

- 16 -



FIGURE 1 MACARTHUR GROWTH AREA - ORGANISATIONAL CHART
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Section 7: Current Financial Position of the DMGA

In 1983-84, the total accumulated deficiency for the Growth area increased
to $91 million after including writedowns for capitalised expenditures.

The Auditor-General commented:

"The balance sheet clearly shows that a realisation of all net
assets at book values would not produce enough to pay all
debts. As the private debts are covered by Government
guarantee, losses will inevitably fall on the State and/or
Federal Governments. In this context it is important to
appreciate that the lost capital is not a trading loss.

Rather it must be assessed in the light of sunk costs,
incurred as a contribution to the general development of the
Macarthur Region."

The balance sheet as at 30 June, 1984, indicated major debts as follows:

State Government $59.4 million
Commonwealth Government $64.5 million
Private Loans $48.4 million
N.S.W. Treasury Corporation $7.8 million

At the time of the Growth Centre's inception both the State and Commonwealth
Governments contributed lands, regarded to be of a similar value. However,
it was not determined whether such contributions were to be treated as
either capital or long term loans.

After the Macarthur project was announced in 1972 it came into being as the
South-West Sector Board in 1974. It was a joint government decision between
the Commonwealth and State Governments. The contribution of the State
Government, in the form of a land bank, was land previously acquired up to
1974 by the Commonwealth Development Fund. Now referred to as the "pre-
1974" land.

- 19 -



The Commonwealth Government, as part of the structure plan, included the
Holsworthy Village, and the Commonwealth's contribution was land held under
Commonwealth ownership and the Holsworthy Village was part of the Macarthur
project.

The debt to the State Government ($59,433,428) is for the land referred to
above and was calculated by taking the 1974 value of the land ($23,578,966)
and adding interest ($35,854,462).

Between 1974 and 1978 the Commonwealth provided Toan funding of $28,099,778
with interest of $36,384,283 being capitalised over a ten year period.

These sums, totalling $64,484,061 are to be repaid to the Commonwealth in 40
equal six-monthly instalments commencing from 15 June, 1985.

After the Commonwealth withdrew its financial support in 1978 the State
Government had sole responsibility for providing funds for the project.

This was done by the Government approving private loan allocations, which
totalled $48,424,067 at 30 June, 1984. In addition, $7,800,000 was borrowed
from the N.S.W. Treasury Corporation.

The NSW Treasury has been negotiating with the Commonwealth Government for
several years in respect of loans made to NSW Growth Centres and the NSW
Land Commission. Agreement has been reached in respect of the Land
Commission and the Albury-Wodonga Growth Centre. Negotiations are
continuing in respect of the Bathurst Orange Centre and the DMGA.

Concerning the DMGA, the first payment in terms of the agreements between
the Commonwealth and the State fell due on the 15 June, 1985 and the State
Government was pressing for revised arrangements to be finalised before that
date.

In respect to the debt owed to the State Government, agreement was needed
between Treasury, the Department of Environment and Planning and the
Department of Industrial Development and Decentralisation on the transfer of
the land, the exact amount of the debt and the benefit that would go back to
the councils that contributed to the original scheme. In respect to the

- 20 -



latter, the Auditor-General commented that NSW Treasury would meet some of
the Toan servicing charges of the previous owner, the Sydney Region
Development Fund. The extent of this assistance was not specified.

The Corporation is pressing for the waiver or conversion to equity of the
debt owing to the Commonwealth and State Governments.

At 30 June, 1984, the Capital Debt of the MGA was $181.1 million, of which
$123.9 was owed to the State and Commonwealth Governments, as detailed
above. Against this debt, net assets (i.e. assets minus Tiabilities) were
$98.8 million, a shortfall of $82.3 million. Thus, even if the Commonwealth
does forgo the $64.5 million owing to it and the State does not waive its
own debt, the State will lose at least $17.8 million.

The Committee recommends that the question of the repayment of the debts to
the State and Commonwealth Governments be resolved as quickly as possible to
enable the MGA's financial accounts to reflect the actual losses that have
been accepted.

Examination of the current financial position of the DMGA raises the broader
issue of the establishment and funding of growth areas.

In the case of Macarthur a project was established but on information
available to the Committee, a rigorous financial analysis to estimate future
capital and recurrent costs was not carried out. Resources were made
available, but ownership and payment issues were not clarified. Specific
objectives, targets, and success criteria were not set. Effective and
efficient management under these circumstances is extremely difficult.

The thrust of this short report is to point to the need for these basics;
even at this late stage of the project.

- 21 -



Section 8: Issues resolved during the Committee's Inquiries

8.1. Valuation of land holdings

As noted above, the Committee was concerned that the balance sheet of
Macarthur Growth Area should include all Tand under the control of the
Director, that real estate holdings be subject to independent valuations and
that cognizance be taken of such valuations in the financial statements.

Land not included in the 1982-83 balance sheet was the so-called "pre-1974"
land: Tand which was acquired prior to 1974 by the Sydney Region Development
Fund and which remained with the Minister for Environment and Planning when
MGA was transferred to DIDD in 1981.

However in the 1983-84 accounts, final agreement on the transfer of the
titles was anticipated, and the land and the debt which would accompany the
transfer was included in the accounts.

The 1983-84 accounts thus represent a real attempt to accurately reflect the
financial status of the DMGA.

Also in the period July-December, 1983, a valuation of the growth area land
holdings had been carried out by the qualified valuer on the staff of the
DMGA. These valuations were referred to the Auditor-General's office. 1In
Tine with normal practice in such circumstances, the Auditor-General
referred a sample of in-house valuations to the Valuer-General for
verification prior to completing his audit. This check proved to be
satisfactory. A further internal valuation was conducted on one third of
the Tand at 30 June, 1984. These valuations allowed the adjustment of the
book value of the acquired land and property in the 1983-84 accounts to the
Tower of cost and net realisable value in accordance with Australian
Accounting Standards.
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8.2. O0ther Issues

Other issues, listed in the introduction to this report, which were resolved
during the Committee's inquiries included the following:

Capitalisation of certain expenditures

The Committee was satisfied that the capitalisation of certain expenses in
the 1982-83 accounts was in accord with generally acceptable accounting
practices.

Investments
The question of the effectiveness of the investment practices of MGA was not

examined in detail. The Committee has separately examined the investment
practices of all NSW government organisations (see Report Number 14).
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APPENDIX

TRANSCRIPT OF EVIDENCE

DAVID MURRAY EASSON, Director, Department of Industrial
Development and Decentralisation, of NENNGERGIESSNNE,
TR,

GEOFFREY FREDERICK FINALL, Commercial Manager, Macarthur

Development Board, of

L ¥

BRIAN ALBERT MORLEY, Assistant Director, Department

of Industrial Development and Decentralisation, of S DENgEe
anisesneseeng, and '

GAVIN FRANCIS THOMSON, Sub~Accountant, Macarthur Development

Board, of

@, sworn and examined:
CHAfRMAN; Did you receive a summoﬁs issued under my hand
to attend before this Committee?---A. (A;liﬁitnesses) Yes,
I did.
Q. We habé receivéd a submission from £he Department
of Indusirial Development and Decentralisation. Mr Easson,l
is it youf wish thétvﬁhe submiséioﬁ-be incluided as part of
your sworn évidence?- I‘amvreferringvtd the let#er £o the
Committee of 18 Januafy,.1984.--fA.'(MriEéss§n) Yes,.it.is.

~The submission reads: -

-



tr New South Wales Government

Department of Industrial Development and Decentralisation

139 Macquarie Street
Sydney, N.S.W. 2000
Box 4169, G.P.0., Sydney, N.S.W. 2001

Mr. M. Egan, B.A., M.P.,

Chairman, Telegrams: Dido Sydney
Public Accounts Committee, Telex: AA20972
Parliament House, N T
SYDNEY. N.S.W. 2000. 0O S

Your reference:

Telephone: 27 2741 27 4836

18 JAN 1984

Dear Mr. Egan,

I have set out below my response to the questions raised

by the Public Accounts Committee referred to in your letter
of 20th December, 1983. I draw to your attention the note

in the preliminary accounts included in the Auditor General's
Report in which it is mentioned that the Balance Sheet is
incomplete in that it does not include all of the land under
my control or the cost of that land.

17,

Valuation of Property Holdings

The valuation of the Growth Areas land holdings by the
qualified valuer on the staff of the Director, Macarthur
Growth Area has now been completed. His detailed valuations
have been referred to the Auditor General's Office.

I understand that it is the practice of the Auditor

General in such circumstances to refer a sample of in-

house valuations to the Valuer General for verification
prior to completing his audit.

Capitalisation of 1982/83 Expenditure

I confirm that the capitalisation of expenses has been
carried out in accordance with accountancy standards.
In particular I refer to A.A.S. 9 issued jointly by
the Institute of Chartered Accountants in Australia
and the Australian Society of Accountants wherein at
para 9 it is recommended that expenditure should be
carried forward at balance date provided that, inter
alia "it can be clearly identified as contributing to
the revenue-earning capability of the business in the
future" and "it is reasonably expected that the business
will obtain future revenue sufficient to absorb the
expense carried".

I am conscious that I will have to consider the appropriateness
of such capitalisation when the valuations which have

just come to hand have been test checked by the Valuer

General. In so doing it would of course be necessary

for me to consider what further holding costs may be

incurred prior to sale and what prices are likely to

apply at the time of sale.

Objectives

The major objective of the organisation is to develop
the Macarthur Growth Area of Campbelltown, Camden and
Appin to provide for a population of 500,000 persons
by the year 2015. The New City Complex plan has two
sets of basic objectives: those related to the Sydney
Regional Outline Plan and those related to the design
and development of the New City Complex itself as a
place to live and work. More specifically the New City
objectives are:

2/ s



(a)

(b)

(c)

(d)
(e)

(f)

(g)

The va
Area s

th
i.

th
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To provide a self-contained city, with an attractive
environment and a wide range of opportunities for
work, education, recreation and community activity.

To establish a strong commercial and administrative
centre not only to serve local needs but also to
perform some of the metropolitan centre's functions
thus relieving some of the development pressures
and movement problems of the latter.

To encourage optimum use of public transport, especially

to major workplaces and other centres of intensive
activity.

To bring about a close relationship between town
and country.

To balance growth needs with conservation of the
special assets of history and landscape.

To establish communty identity for each of the three
new cities proposed at Campbelltown, Camden and

Appin and also in the more localized districts within
the cities.

To encourage the development of a strong, diverse
community and, in particular, attempt to avert the
social problems of integration which can occur in
new town development undertaken in a short period
of time.

rious programmes undertaken by the Macarthur Growth
ince its inception in 1974 include -

e development of two large commercial retail areas
e. Macarthur Square and Minto District Centre,

e development of two large industrial estates at

Minto and Ingleburn (a total of 1,358 acres/550 hectares),

an

th

lands for both Landcom and the private sector at Elderslie/

Na

4. Invest

d
e release of large tracts of residential englobo
rellan.

ments

INVESTED WITH

* Commonwealt
Trading Ban

N.S.W.
Treasury

* State Bank
* AN.Z. Bank
* A.N.Z. Bank
State Bank
**D.M.G.A.

* A.N.Z. Bank

State Bank

RESERVE FOR LOAN REPAYMENT
INVESTMENTS ON HAND 30/6/83

AMOUNT TYPE RATE (%) BALANCE 30/6/83  FUNCTION
h 1,308,841 1I.B.D. 13.0 1,320,961 LOAN REPAYMENT RESERVE
k
664,844 Term 13.3 674,050 " " "
Deposit
311,405 1I.B.D. 14.6 313,398 " " "
211,925 1.B.D. 13.3 212,157 n " "
725,000 1I.8.D. 13.25 725,263 n 1 "
220,606 I1.B.D. 15.5 228,570 " n "
2,450,000 In- 17.3 2,450,000 " " "
ternal
Loan
820,554 1.B.D. 13.0 821,138 " " "
6,713,175 6,745,537 " " "
154,926 1.B.D. 13.0 156,250 Long Service Leave
6,868,101 6,901,787

*¥% Director, Macarthur Growth Area

/3..



I will be pleased to answer any questions the Committee may
have.

Yours faithfully,

WL

N.P. Hanckel
Director



14 December, 1353,

gef: AD 83745

Hr W,P, Hapckel,

Director,

(Hacarthur Uevelopment Hoard),

Department of Industry, Development
and Decentralisation,

13% Hacyuarie Street,

Sydney. 20400,

Dear ¥r Hanckel,

The Public Accounts Commitiee is currvently exasining
the 12uZ-23 Heport of the Hew South ¥Wales Auditor Geperal,

The Copmittee has elready raised a number of mattiers wiih
you in relation to the Auditor Ceneral's Report for 1281-%2,
One of the issues raised then, in relation to the valuation
of land holdings, has asgzain been cosmented upon by the
Auditor General,

In his latest Beport the Auititor General stated:

"It is considered nost desirable that the real
estate holdings is subject to independent valuation
and thal cogpnizance he itakern of these wvaluations in
the fisnancial statenenty,

The Comdiitiee would appracisie your commentis as 10 procress
that has been achicved in revaluing property holdings,

the Commitiee also poted that the sccunmulated deficiency

for the Hacarthur rowth Area has increased to §6,509,887

as at 30 June, 1838, The deficliency for 1832-~83 was
$1,017,000 which was arvived at after transierring expenses
1o specific assets amounting to ¥10,886,000, The Comwpittiee
seeks an explanation as 1o wheiher the capitalisation of
this expenditure is in accord with ygenerally acceptable
accounting principles,

To agsist the Committes in its review of the efficiency and
effectiveness 0l your organisation it would be appreciatad
if you eoculd provide s statement of the objectives of your
orzauisation and the programmes by which thoss objectives
are i1¢ be achleved,



Finally the Committee would like to have a detailed
breafidown of the investoments and Interest beariog
deposits of §6,802,000 held by your organisation as
at 30 June, 1983, and the rates of return being
earned on those investments,

The Committes would appreciate the above information
by 18 January, 1934, and, 1f censidered desirable,
may seek further information at a later daie,

Yours faithiully,

¥ickael EZzan, B,.8,, #.FP,.,
Chadrman,
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CHAIRMAN: Do you wish to add to, or to elaborate upon,
your submission?---A. In answer to questions.

Q. You do not wish to say anything now?---A. No.

Q. Mr Easson, the balance-sheet of the Macarthur Growth
Area as at 39 June, 1983, shows land valued at $96.4 million.
How was that amount calculated?---A. It refers to landholdings
before 1974 and after 1974. As to the method of calculation,
could I ask Mr Morley?

(Mr Morley) The $96 million includes the purchase price
of land held after 1974 plus the development works on the
post-=1974 land and pre-1974 land. It does not include the
cost of the pre-1974 land.

Q. Is the capitalized interest éf $39 million part of
that?—-fA. Yes, most of it is. There ié a small amount of
interést not included in that which is expensed each year.

Q.’Ih your leiﬁer to ﬁhe Commitﬁee of 18 January,vl984,'
it was stated,thétqé qualified valuer on the staff had valuédA
ﬁhe_ggowth,grggfg_1andholdings, ~How did his results compare
with'the'vaf;é Sﬁown in'the balan¢;-shéét?-——A. The figures
have not yét,been verified by the'Valuer;Genéral. They were
referred to the Auditor General from July to December, but
~;he Auditor Geperal still has these figures with the Valuer-
General, so thaﬁ it is not ;eally.préétical to'make comment
until the figures have been verified.

.'d.uwhen wé?e they completed?eF—A. Theyfinal éheets Qere
completed in December. They wére done~progressively.

Q. th was not the Valué éf the land in the balance-

~ sheet written down to these values?---A. The valuation was
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as at December last year. The figures that the Auditor General
showed were published in August of 1983, so the valuations
were not available at that time.

Q. When do you expect the Valuer-General's material to
become available?---A. I understand from the Auditor General
that it could be some time yet before the Valuer-General
verifies the figures of the in-house valuations.

Q. What objection is there to you telling us the result
of your own valuation?---A. Primarily the valuations are in-
house valuations. The valuations, I should;mention, relate
to two lots of land, pre-1974 and post-1974. The valuations
may not e accepted'by_the Valuer-General, in wﬁich case any
~ comments that are made may be misleading. Second, there is
the prdblem with the pre—l974.land that I referred to before.
The pre-1974 laﬁd is not iﬁ the books.-’Thereforé,'it is not
possible to méke any comparison @ntil‘a price is set on that

land, which is the subject of negotiatibn between ﬁhe Depértment
qf Environment and Planning, the Treasﬁry.and.the Director
dffthelmaéarthur*GrOWth Area.

Mr MURRAY:fCouid I ask you to explain the pefcentége
of lahdlthat is‘preél974 and thé pefcentage,of land that is
A pdst—l974 ;n ybur whole portfolid?-—-A. (Mr Finall) In guantity
termé or in dollar terms? |

Q. You can-teil us if fou_éré having ﬁrouble~witﬁ the
dollar_termé.-—fA. We can give you a ratio. The ratio would
be about fifty—fifty, 5®‘§er cent pre-1974,whi§h was acquired
p:eviousiy through the Cdunty of Cumberland Scheme, and post-

1974, which was land acquired under the Growth Centres Act, -
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and that is the land that is currently shown in the balance-
sheet that the Chairman referred to.

Q. Is there any difference in the quality of the land?---
A. It is hard to measure quality of land. It depends on the
ultimate purpose. We have two large industrial estates in
the area of Minto and Ingleburn. The majority of lands in
that area was acquired pre-1974; probably 20 per cent was
acquired post-1974. Therefore, there is no quality in thé
sense that the land 'is the same. It is just the date of
acquisition.

Q. Is the pre-1974 land closest to the CBD, or closer
to the r&ilway station, or would the development costs of
the pre-1974 peripheral land be greater in that area? Those
‘are the sorts of'things'I would like to know.--—A. One would
have to_understand the history of the Macartﬁur project prior
to 1974.v It was acqﬁired a$ part of the 8ydhey Région Outline
Plan and part of‘the Campbelltown.project by.the.thequépartmeﬁt
of Epvirbnmﬁht‘and P;énnipg, the State Planning Authority,
as it was then.

Thelland”was acéuired for a’totaily different purpose
from what it islnow being’used fof.. Part of the land. had
beéun to’be”convef;edjto industrial land.. dther lands wére
';equirea fOr open.recréatibn space; other lahds Were réquifed
for special use corridors; other lands were reqﬁi;ed under

Pért‘l2A of the Lécal Government Act ﬁo'ﬁaCilitate the .
Department of Main Roads - the F4 éoﬁtherh freé&ay. So there
was a whole host of different pﬁfposeé,-and‘it is‘difficulti'

to.categorize that. There was a whole host of different infra-
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structures required on different parts of the land. Some
is required for recreation:; some for industrial, and,
ultimately, for residential.

Q. What I am trying to elicit from you is the value of
that land in terms of some calculation.-=--A. (Mr Morley) Perhaps
I could answer that. In broad terms at the moment - and,
of course, there is a time factor in this - the pre-1974 land
is worth approximately double the post=-1974 land in terms
of market value.

Mr COLLINS: In your letter of 18 January this year te
the Committee you have listed the corporation's objectives.
Weuld you' like to comment to what extent those objectives
have been achieved and maybe comment on.the objectives you
have been unable to achieve, and perhaps give some reasons?—e-
A. (Mr Easson) The first objective stated was to provide a.
self contalned c1ty wlth an attractlve envmronment and a w1de

range of Qpportunities for work, eductien; recreation and

'

_cemmunity activity ’

One of the problems in measurlng agalnst these objectlves
is that the situation has.changed since the ObjeCtheS were
SEta For lnstance, you might say that, whilst we set out
"to build a self contalned city, right-now'it ie a‘suharb of'
Sydney. Other aspects,have come into it., Realiy it is part
of Sydney, and”what we.are lookihg at'nowlis a.strengthening,
of various other factors in building up a suburb which is 
part of the greater metropolitan area of Sydney. In reéard
| tohthe attractive environment andlwrde range of oppertuhitiee

for work, education, récreation and community activity, again’
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most of those have been met, but circumstances have changed
some of the original objectives. For instance, in education
there was originally going to be a university there, but that
was refused. Then, only recently has that objective been
approached again, and there will be a Macarthur Institute
of Higher Eduction. So some of these other aspects are falling
into place, and there is a TAFE facility there also.

Q. You‘are saying that the area has been caught up in
the great urban sprawl; that there was no_clear separation
between the centre and the Sydney metropolitan area?---A. There
was then, but as time has gone by it has merged.

- Q. What about objectives you have been unable to achieve?

Are there any major obstaéles»that have been standing in youf
;vway?—--A. WhgnAQe started to answer the questionhaire we did
“write that one majof obstacle has been the.GoVernmént's policy
of the 1-in-199 yeér.flood‘plain level. That has been a bit
of a problgm-in the senée that;it brgught into*qﬁestion thé
adequacy of. the drainage channel buiit to service the.industriAi
land. | | | | v

ﬁaving.speﬁt-$12 million, or in excess of $12 milLion,
in flodd'mitigation work it was‘found that iﬁ did notvmeet
the'hew standérd; So theré'was a problem wiih indﬁst:ial
laﬁd sales; they Weré‘adversély affééted, and'it_is only now -
_ that a-mofe reaiistic.approach hasfbeen-adoéﬁea that firms
' are beginning to come back. “

(Mr'Fin;il) Certainly part of thé land is still flood- .
»liable becéusg Qf the change in policy,‘but w#th ﬁhé

Cémpbelltdwn_Cpunqil‘and.the Macarthur DevelopmenﬁiBoard's"
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‘attitude to the residential development and attention-based
systems with the aid of Landcom and other commercial developers,
the channel itself is being upgraded and should accommodate

the Government's l-in-149 year flood policy.

Q. I know we are skirting the edges of the policy
discussion, but there have been some recent Government announce-
ments. I take it from what you are saying that they will
largely accommodate the expenditure you.have already incurred
on flood mitigation and provide you with an effective
-development, will they?---A. There is.major work contemplated
before the total problem is eased. The problem is‘not only
at Macar?hur. The problem, of course, is in further areas
of sdeey, such as Liverpool and Fairfield.

(Mr Easson) There is another area, of course. oOur first
pfiority that we must settle is the accbdnting préblems betweén‘.
our department and the Dépa:tment of Environment and Pianning,
which has, in éome ways, hindered us.

| - Q. Ddgslthe éorporation have accurate and compréhensivg
ﬂrecords of'its‘lénéhSIQiﬁgs'and the current use.@f;the
land?---A. Yes. | | |

o Q.JHow'ao you~determihe.the efficiency of youf land use
'ahdialso whgt'land is sgrplus-ﬁo youf-need# and ;equirementséj4~
A. (Mr Finall) Land use is ultimately aétermined by“zéniﬁg o
which.is part of'the.struétﬁre plan of the new‘cities bf
'Campbelltown; Camden;aﬁd Appin. .As I Have meﬁtioned earlier,
‘primarily Our.funétion-?elates to indust;ial’and commercial
development; and we monitor §ur péfformance_agéinsﬁ those

two.aréas{ We ére(also in globo landhélaérs.of large parcels
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of residential land which we will be selling and transferring
to Landcom. The board itself has also undertaken Joint develop-
ments with Camden Council.

Q. I take it you are.aware of the provisions of the Annual
Reports Act. Do you see any difficulties on the part of your
organization in complying with the Annual Reports Act,
‘especially the provisions relating to performance?---A. (Mr
Morley) Performance indicators. Obviously there will be the
need to reconcile the valuations, which will be resolved ;n
the near future. After that there will not be any problems.

Mr AQUILINA: In answer to a question from Mr Murray it
was stated that it was estimated the valuation of the land
purchased prior to 1974 was roughly double that of post-l974
land. Why would that be so?---A.;Because £he.land bought
.prior to 1974 was bought in the area,vbasicélly, of
Campbelltown. Tﬁat is the land that has been developed now.

The post-1974 land is in'Camden, and pdrtiéulérly in Appin,
Which is yet;agdéyeloped. Therefore;_xaurare»iookingia; land.
the.opﬁiﬁum dée o£~which is>manyVyea;é%;ﬁ;ga, and ité-égrrenﬁ?{?
market value is much Less.‘ | |

Q. Those valuationé, then, are current mérket valuations;
not valuations at cost?=---A. No. That ié cﬁrrgnt markét value.

Q. Could you give us a compariéoﬁ of market values and
book values for acquired propertieg by §rpject area?---A. (Mr
Finail) Land.was'acquired in the regidnél'cehtre of Cémﬁbéiltown )
pre-l974:at a price in the order of $60@ - $700 per acre. |
Land now iﬁ a déveiopéd state in that area wiﬁh‘changes in

zoning and massive infrastructure cost is now, getting back



to imperial measure, in the order of $8 per square foot, which
is nearly $339,099 per acre. That was the last Valuer-General's
valuation for rating purposes. A similar comparison in the
Ingleburn Industrial Estate would show that land acquired
there as flood-prone land prior to 1974 was acqgired by the
then State Planning Authority at values of $4909 - $699 per
acre. It is now valued in‘excess of $199,399 per acre in
a finished state as fully-serviced industrial land.

Q. How are you valuing these - on their book values,
or on their market values?---A. The example I gave you then
of acgquisition value at $64@ per acre would have been market
value as-.determined at the time by the acqﬁiring authority,
and the example of in excess of $199,009 pef acfe 1s current
market value that the Macarthur Development Board is chafging
for industrial land in smaller parcels of up to; say, two-
andba—haif—acre blocks, and that value is comparable.to.other
prime industrial lands throughout the Sydney ﬁetrbpolitan
area. L o

Q. What about.resiaentiél'landéf--él The ﬁécarﬁﬁﬁr
vDevglopment Board does not déal‘in residential land as such
compared with commerciél énd industrial land. Reéidentia;
"land is large valued on an in globo basis. Wé agquired landll )
- five years ago per in globo biock - that is the raw lahd
content for a finished‘blqck of land - in £he'ordef of 3809 -
S1,000 perAblock. In globo land today is valued on the Qéen
markeﬁ~at betwéen $4,509 énd $5,50@, That is not just Macarthur
Development BoafdAland;-that”is.iéna that is$ zoned rgsidential

-and is ready  for development. -



Q. When we talk about residential land, are there various
categories of residential land - for example, townhouses,
home units, single dwellings?-=--A. We are talking about land
currently zoned 2A for detached residential dwellings.

Q. Are there any areas of land zoned for townhouses as
such, or home units?---A. Not as such, no. There are commercial
zonings within that large residential parcel. Macarthur
Development Board will shortly be releasing through the aid
of Landcom and the private sector some 3 399 blocks of land
on to the Sydney residential market.

Q. Are the valuations of the commercial blocks included
in the in‘globo valuation you have just given?---A. No. I
‘am talking about an individual parcel of land for comparative
purposes.

| Q. We have been given to understand that for some years
now your departmeﬁt\has been negotiating to buy land from
the Deparﬁﬁent‘of Environmeht andfPlanning.' Héye'yqu got
-a market valuation for .that land?---A._(Mr.Morlgy) That is
the pre;19§4 iénd. 'The valugtioﬁs, as,I‘ménti§ned befbrg,'
are subﬁect to vetting by the Valuer-General.

Q. Tﬁose negotiaﬁions are still taking place, afe they?=—==
A. Yés; - | |
| | Q. They ére stili subject to these valuations you are
waiting on?---A. Yesi o

(Mr Finall) If‘I might add, the church is also involved.

a. How-isAﬁhe purchase of tﬁat’land to e financed?---

A. It is really a matter for Treésufy to determine.

Q. The department has not got funds set‘aside?-—fA. One



has to understand the history behind it. When the Macarthur
project was first announced in 1972 it came into being as

the South-West Sector Board in 1974. It was a joint government
decision between the Commonwealth and State Governments.

The contribution of the State Government in the form of a

land bank was land previously acgquired up to 1974 by the
Comonwealth Development Fund. That is the pre=1974 land we
have referred to.

The Commonwealth Government, as part of the structure
plan, included the Holsworthy Village, and the Commonwealth's
contribution was land held under Commonwealth ownership and
the Holswbrthy Village was part of the Maéarthur project.

In 1978 the Commonwealth Government withdrew its financial
support to the growth centre, énd.from there on the State
Government continued and supported the operation as it is
nowm' The responsibility for the growth ééntre-trénsferred
from ‘the Ministér ﬁor Plann;ng and:Eﬁviroﬁhent to the:MiniStefI
for Industrial Deve;oémenﬁ;vané.dltimately'the'land had to

be traﬁsfef:ed to7tﬁe éorporétionh-beiﬁg ;he.Diréctor Qf the -
MacarthuriG;owth Area.

To formalize that'transfer some value had to be determined
for the trénsfe; in the accounting records, so‘thé'value
ap?eariﬁg in'the books of the Departmeﬁt of Environ@eht and
Pianning and the‘actual value'on transfer will be two. different
things, because the land at 1974 had to have a value at that
déte for capital'éonﬁﬁibutionr aé aid the Commonwealth
Go&efnmeqt‘éAValﬁaﬁibn. -Tﬁe v%lua@ioﬂ as_at*l974,waé 

determined, but the Commonwealth did not proceed.
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Q. Could this acquisition now be made at 1984 valuation
prices?---A. No. There has to be some amicable arrangement
between the three parties, being the Department of Environment
and Planning, our department and the Treasury, as to how that
land will be transferred and what benefit will go back to
the councils that contributed to the County of Cumberland
" Scheme. .

Q. Who is going to arbitrate thét?-—-A. It is almost
reaching conclusion, I understand, in the Treasury.

(Mr Easson)vIt is a three-part negotiation betweeﬁ the
Treasury, the Department of Environment and Planning and our
departmenf. Of course, the next step is to reach agreement
with the Commonweélth in régard to it.

Mr MURRAY: I understand that'you.need to reach agreement
by 30 June in terms of your interest repayments to the
Commonwealth?e—fA. Nb, that is 36 June, 1985. That is why
we hopé to have evefything cbhciuded.

Q. Do you feel:thét it will be q;ncluded td your satis- ¢
faction, o£ are you feing iéd £O'aeconclqsi§n at’ the momgﬂt?—-~-
A. We have four negotiatiohs virtually going én:AAlbury;Wodonga;
"Landcom; BathqfstéOranQé and Macarthur is fourth on the list.
The‘signs we have had from.the CommonWealthAaﬁd4the’rea¢tion
, from Treasury in regard ﬁo the Landcom discussions iﬁdidate
;that we'wili get a satisfactory'cénclgsiqn.

Q. Aﬁd the Deparﬁment of Environment and Planning?---A. That
is in Government, anyway, and we will get a éatisfaétory |
;.concLﬁsiQn thé:e;: | o

. Mr FISHER: Do you not dispose of any land as it is

e
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developed to the developer? 1Is it only leased lahd?--—A. (Mr
Morley) It is Torrens Title.

(Mr Easson) Some is leased. I should let the experts
answer that, but in regard to the Minto Shopping Centre, for
instance, it was originally leased. Freehold is the order
of the day regarding residential in globo blocks and commercial
and industrial land.

Q. Your rentals are based on current values and they
are upgraded annually?---A. (Mr Finall) So far as commercial
leases are concerned there are no two leases quite the same,
because they have different circumstances. To lease é ma jor
shopping;centre is a different situation from leasing a fast
food ocutlet. One is a major attraction in itself, and the
small food outlets tend to feed off the population,lif you
like,_using that lodsely, that come to the centre.  Therefore,
the small fast fcod outlets.- for example, McDonald's, ana |
'éo'forth ?‘would havé a far Higher rent per square féotage
of'space occupied, because it is a far mOrelinténse'develcpﬁeﬁt
than, séy, a major.shbéping céntfé, WhiChAWOﬁld haVe,to provide .
,major'carparking ﬁacilities;A*

Q. bo.the'rentalsAyou receive compare with similar sutlets
in otﬁer~parts of.thé‘city?-—;A; Yes.' |

Q. Afe;yéu satisfied With.the rentais:reéeived?-—-A. Yes.

Mr’AQUILINA;‘chAfarAaway ié the cOrpbration from.ﬁeihg
financially}selfésustaining?-Q-A. (Mr-Eassbn) When we have
a meaningful set‘bf accounts I will be_éble to anéwér that
 ques£ion. You have to appreciate also that the cbréorétion |

was not set up originally to be self-sustaining in that seuse,
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because built into it are so many social and community
issues that are being supplied by the corporation and not
by government departments and instrumentalities and so on.
I am talking now of provision of open space, drainage channels,
and massive infrastructure works go on to it. There is a
question whether it would be self-sustaining, but we will
know how much iﬁ‘is costing us. That is, perhéps, a better
way of putting it. |

‘Mr  MURRAY: I wanted.to follow up the interest payments
owing to the federal Government. What is-the quantum of those
interest payments?---A. Again that depends what valuation
we arrive at. | ' -

(Mr Thomson) At 3@ Juné, 1983, it was $29.7 million in
interest. - o

Q. Accordihg"tovyour éorrespéndenée, which thé Committee
received Qn'lB_Jahuafy,'YOu have listed Reserve . for Loan
Répayment, and.you ha?e $6,901.787. What do we do with the
gap?b--AF (Mr Mofley)AThat ;eServe does .not relaﬁeito the
‘.Cbmmbnwealth-debf. That:felates to tﬁe~§ri§$#e ioans,
 ,Q. So fdu have made no provisiop for the éommonwealth
debt?---A. (Mr Finall) Théisis to be repaid on a cradit foncier
basis afte? alﬁén—yeaf rest period commencing in June 1985.

Q. So; in effect, ydu havé raisedAp?iVate7loan§ with
,cor?oratibns or privéte indi&iduals?4--A. (Mr Mbrley)'Now
it is tﬁrodgh thé'TreQSury'CQrporation apd'institutions;

jQ.<Bﬁt'§ri§r to that?---A. Yes.

Q. What is thevrequireﬁent in‘terms of funding those

loans?---A. That is thé sinking fund.

-

ep



73.

Q. Will this fund cover it?---~A. (Mr Finall) That is
an annual resserve called a sinking fund reserve. Some loans
negotiated are credit foncier loans, which is the repayment
of principal and interest over the life of the loan. Other
loans are fixed term loans on which you are committed to pay
interest payments only and you may pay a balloon payment at
the end of the loan. It is for loans in that situation that
you have to set a sinking fund aside in which to deposit funds
which will self-accumulate interest in order to have that
principal at the end of the term.

Q. But that is not your sinking fund, is it?---A. Yes.

Q. Tﬁat is?==-A. Yes.

Q. Can you Jjust explain to me the internaliloan to the
Director, Macarthur Growth Area of $2,560,Eﬁ@ practically?
Can you ekplain to me how that is financed?---A. The corporation
solely in itself, whiist it‘isla body, hés powers to invest
ih other approvedAinvgétments. That is '‘a loan borrowed from
oursélveﬁ, wééég?gﬁged'appropr;ateAsecur;ty and we lodged
a security. 'Iéfis;iike buying.&eben£§fesfih’your own qompahy}

Q. I have lost my irain of‘thought. Yéﬁ will have .to
.stAft-again.—4—A. Thé.Director of the Macarthur Growth.Area
has to borrow a certain sum of money in order td finance its
projects each year.- As part of that'loénvéortfolio ﬁorlthat,
year it chose:to borrow from within its own resources. If

you issued debentures ippi order +to raise funds, it is an example

of buying one's own dglbentures as security. Another authority,
like Elcom, for ample, would have funds set aside. Its

‘statutory powers allow it to invest those reserves. in other

>
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securities, such as buying debentures in Telecom, for example.
Therefore, instead of investing in Telecom it may choose to
buy its own debentures which would issue over its loan-raising
programme. So it is a borrowing from oneself.

(Mr Morley) Each year the corporation approaches the
Treasury under the capital works programme for a loan
allocation, and the amounts that have been borrowed from the
sinking fund have been amounts determined by the Treasury,
not by the corporation itself. The Treasury says "You can
have so much next year of which you will borrow so much from
further private raisings and.the palance you will take by
porrowing from your own sinking fund".

Q. Who détermines the‘l7.3 per cent rate of interest?——-—
A. (Mr Finéll) That rate is usualiy determined by the indicative
rate as the long-term borrowing rate for sémifgovernhent
authorities. |

Q. You have those constraints, do YOQ?-——A. Yes.

Q. Can I jﬁst follow one other questién.up? + It relates
-back‘t§~thé"Auditor General's report for 1982f83._ I.notidé “
that salaries and aésoéiated costs are Shown as $51.924 miliion.
' DO'éll of.the salaries éhd-associatéd costs in. that figure
vertain to pefsénﬁel employed by the.Macarthur,Growth A;eé,.
 5r are there some people fﬁndediby_thaf salary who‘aré also
used Dby thelDépartment of Industrial_ﬁevelopment and |
Deéentralisatioh?-f-A. (Mr Morley) No(.it is totally for
officers out at.Macarthur. lThe‘only stsible_exceptionfto
that is the-solicito; who'fuhctibns in head offiée but mainly

services the growth area.. His salary comes out of that.
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Q. So there is no relationship between the development
authority and the department?---A. (Mr Finall) Financially,
no.

(Mr Easson) Except that my salary comes from the department.

(Mr Morley) There is no allocation to the accounts of
Macarthur for time spent by departmental officers in head
office. There is no overhead charge made.

Q. But they do service some of your activities?---A. No.

Q. It acts as an entity by itself?---A. Yes. . The only
link is the solicitor, who happens to be located here because
it is much more convenient. Occasionally he might discuss
a departméntal legal matter, but primarily his work is in
the growth area.

Q.dew many people wotk for‘the authority?---A. (Mr
Finall) Thirtyetwo. That is not just salaries. .That is
| overheads, fént, electricity and ongoing charges. |
| . ‘3Q. No, how many‘people?---Aa Thirty-two.  But I“menﬁéoh-
lphat one poiht."It is ﬁ@t qut salarieg.

CHAIgMAN:-If'ﬁhere is no.objec;ioﬁ‘l will“invité thé
" Director of the Cbmmittéé to ask- a qUestibn.

| MR SARTOR: My'qgestion goes pack to valuations as they
-cqﬁparé Qiﬁh’the‘valués Qf property ih the balahce—sheetf You
iﬁdicated earlier vyou Qere reluctantlté speculate.on'the
inﬁefhal valuations becauselﬁhey were.subject-to confirmation
by the Véluer-Géneral; Our informatién’iﬁ other places is that
ofﬁen the two numbers come out fairly Similarly¢A4wé would
' be anxious to have some:ideé what effect the valuations would

have on the balance-sheet if_Ybu'go on the basis of lowér-
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of cost or net realizable value. Would a number in the order
of 343 million or $59 million be about the order of the
difference?---A. (Mr Mbrley) The $64 question is what debt
is going to be struck for the pre-1974 land.

Q. Yes, if we are talking in terms of the adjustment
on the balance~sheet. But 1f we are talking in terms of the
valuations themseives in your balance-sheet you have $96
million.=-=--A. That is right. That figure does not include
" the pre-1974 land. Let us pick a figure out of the air.
Let us say they are going to put $199 million on the pre-
1974 land. That would then become $196 million. We have
in-house;valuations that might total $109 million. Then you
have a gap of‘$9é million.

Q. Do youlhave'in—house‘valuations for allbphe land bar
the pre-1974 land?-—-A.lAll the land. = But Yyou 'cannot really
.answer the quest;on-uptiilyou know what‘is-goinggto be added. .
Bear in mind- that $§6 miliion is a compbsite’figﬁre, becéuse

it is pbst41974~land,,§lﬁs the expenditure;on'developmenﬁ
of pré-l974llahd as-well'as~poét-l974_land.
‘Mr AQUILINA: I take it at this stage,“therefﬁfe, you

are reluctant to release your figures for“thé valqation of
thé’p:e—l974 land?e——g. Yes. - |

| Mf SARTOR: Can fou.giye‘us some'idea'whén tﬁ;s matter
- will be cleared ugé--—A. (Mr'Easson) We hopé.we‘will have
itlcleared'up in a maﬁtef of months. We'wili.ﬁave.reached‘“
agreement witﬁ DP in about a month, and we have to have values
agreéa-With freasury.‘> |

Q. Through you, Mr Chairman, can I ask that when that
, _ gn y .
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information becomes available we be advised?---A. I will
undertake to provide that information.
(The witnesses withdrew)

D.m. )

do

(The Committee adjourned at 3.19




tr

g\l
New South Wales Government e@;&

Department of Industrial Development and Decentralisation

139 Macquarie Street

Mr. R. Carr, M.P., " Sydney, N.S.W. 2000

. Box 4169, G.P.O., SW.
Chairman, 0X G.P.0O., Sydney, N.S.W. 2001
Public Accounts Committee, Telegrams: Dido Sydney
Parliament House, Telex: AA20972

SYDNEY. N.5.W. z000. 04 Our reference: 83/483 (BM)

Mr. B. Morley - Ext. 230

Your reference:

Telephone: 27 2741 27 4836

Dear Mr. Carr,

I refer again to your letter AG 83/45 of 24th July, 1984
seeking advice on certain sections of the verbal evidence
given to your Committee by me and other officers of my Depart-
ment on 13th June, 1984. My answers to your questions are

set out below.

As advised in my interim letter of 2nd August, 1984 seeking
further time to reply, the Macarthur Development Board is

an advisory body to the Director, Macarthur Growth Area and
has no statutory existence of its own. I have taken the
liberty of assuming that each reference in your question

to the Macarthur Development Board can be read as a reference
to the Director, Macarthur Growth Area (DMGA).

1. "Objectives

On your written submission of January 18, 1984 you
outlined the objectives of Macarthur Development Board
(MDB); both the major objective of the organisation

and the new city objectives. However, at the hearing,
evidence was given that "the situation has changed since
the objectives were set" and some explanation of this
change of situation was provided.

(a) Q. What are the current objectives of the MDB and
what are your priorities and targets for the next
twelve months?"

A. The Department of Industrial Development and
Decentralisation, including the DMGA, is currently
undergoing a Management and Strategy Review.

I have deferred any action to effect a formal

change in the published objectives of the DMGA
pending my receipt of the Consultant's report.

The objectives for the time being remain as indicat-
ed in my submission to the Committee of the 18th
January, 1984. I have nevertheless given
considerable weight to the changed situation of

the Growth Area, to which I referred briefly in

my evidence before the Committee, in setting
priorities. As requested the priorities for 1984/85
are set out below. No specific targets have yet
been established.

(i) The enhancement of the employment opportunities
available to persons settling in the Growth
Area by:

F e



- marketing the advantages of Macarthur as
a Growth Area within the Sydney Region

- ensuring that a broad mix of fully serviced
commercial and industrial land is available

- identifying and promoting business opportunities
in the growth area

- promoting the Macarthur Regional Centre
as both a commercial and administrative
centre

- pressing for a greater share of the planned
reqgionalisation of government offices both
State and Federal to the Growth Area

- pressing for and facilating better access
to the Growth Area via both public and private
transport facilities

(ii) Establishing financial stability of the DMGA by:

- expediting the sale of industrial land and
commercial land using the following strategies:

the collection and analysis of technical
data with respect to the availability

of comparable commercial and industrial
land and sales made;

the preparation and implementation of

a marketing strategy orientated to the
emphasis of the superior executive life-
style available within the Regiong

the organisation of a well informed
field marketing force of real estate
agents through the Sydney metropolitan
area;

the implementation of regular field

days for influential groups of estate
agents, developers, investment institutions
and industry representatives and commercial
leaders;

the re-allocation of staff and funds
to the marketing function;

the sale of englobo residential land
to other government, local government
and private developers;

entering into joint ventures with local
government and private developers where
this will reduce the financial commitment
of the DMGA and expedite revenue.

- pressing for the waiver or conversion to
equity of the debt owing to the Commonwealth
and State Governments.



(b)

"How do you ensure that the work of the Board
is co-ordinated with other planning and develop-
mental activities of Government?"

This is achieved by:

- reliance on the provisions of the Growth
Centres Act and the powers, authorities,
responsibilities, duties and functions as
contained within the Act;

- the maintenance of a strong spirit of co-
operation and co-ordination with Government,
Local Government and other authorities;

- the representation of members and/or staff
on external co-ordinating committees includ-
ing the following committees -

Urban Development Committee

Macarthur Regional Extractive Industries
Committee

Macarthur Region Coal Planning Committee

Primary and Secondary Schools Planning
Committee for the Liverpool Region

Corridor Sub-committee of the Technical
Advisory Committee of the N.S.W. Transport
Strategy Advisory Committee

Campbelltown Chamber of Commerce
Macarthur Country Tourist Association
Building Owners and Managers Association

Unemployment Working Team, Sub-Committee -
Campbelltown City Council

Elderslie/Narellan Management Committee

Commercial and Industrial Chapter of N.S.W.
Real Estate Institute

Committee on Leasehold Strata Title

Macarthur Institute of Higher Education

- the liaison with the four Local Government
authorities within the Macarthur Growth Area
provided by an elected member of each serving
on the Macarthur Development Board;

- the wide experience and developed expertise
of the staff of the DMGA in a wide range
of diversified activities and keeping close
contact with both the public and private
sector; and

- the maintenance of a close relationship with
Members of Parliament and community leaders.

/4.
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(c)

(d)

Q.

"When do you expect that the work of the Macarthur
Development Board will be substantially complete?"”

In terms of the Three City Structure Plan adopted
by Government it is envisaged that the Macarthur
Growth Area will be fully developed by about

the turn of the century.

How did you assess the performance of the Macarthur
Development Board in 1982/837

I became Director, Macarthur Growth Area on 20th
February, 1984, and was not involved or associated
with the activities of the DMGA prior to that
date. I have been advised that although the DMGA
performed belew budget with respect to land sales
in 1982/83 its performance compared favourably
with the private sector in what were extremely
depressed conditions. Statistics quoted to me

in support of this claim are set out below:

During the year ended 30th June, 1983, 23
sales of industrial land was made providing
an additional 474 jobs with a potential to
rise to 827.

During the year 20 industrial development
applications were approved for the Board's
Industrial Estates at Campbelltown with the
value of building being $4 million.

During the year Campbelltown was the only
Local Government area in the Metropolitan
Water Sewerage and Drainage area of operations
to record a real increase in the number of

new dwellings erected, being 1715 at a cost

of $60,204,541.

Population growth of 10% during the year for
Campbelltown was the highest of any New South
Wales Local Government Area.

Organisation

(a)

(b)

Q.

A.

Q.

"What is the organisation structure and staffing
of the MDB?"

Attached is an organisation chart which indicates
the various positions held within the Division.

"What is the relationship between the MDB and
the Department of Industrial Development and
Decentralisation:

- in terms of organisation and staffing?

- in other ways?"



A. The enabling legislation, the Growth Centres
(Development Corporations) Act 1974 as amended,
established a corporation sole to be known as
the Director, Macarthur Growth Area (DMGA).
The DMGA is constituted as a corporation with
powers and duties of a development corporation
under the Act with specified responsibilities
and powers. The Act provides that the DMGA
"means" the Director of the Department of
Industrial Development and Decentralisation.
The Act provides for the establishment of an
advisory committee by the corporation sole.

The majority of the members of the current
Macarthur Development Board, including the
Chairman, were appointed by the Minister for
Industry and Decentralisation in May this year.

Officers employed within the Macarthur Project

are employed as part of the Department of Industrial
Development and Decentralisation's Administrative
Unit. Salaries are met from the funds of the
corporation sole and not consolidated revenue

(see answer to Q.3).

3. Sources and Application of Funds
Q. "What were the major sources and application of
funds of the MDB during 1981-82, 1982-83 and
1983-847?"
A. The following figures are based with the exception

of the 1981/82 column on draft accounts which are
subject to audit.

SOURCE AND APPLICATION OF FUNDS STATEMENT ($"000")

1981/82 1982/83 1983/84
Source
Rent 932 1140 1141
Interest* 109 184 389
Land Sales 4626 2610 1080
Private Loans 2500 6600 7800
Sale of Fixed Asset 20 4
Loan Repayment Reserve 2450 - 3950
Miscellaneous 82_ 70 168

10699 10624 14532

* does not include
deferred interest

/6. .
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1981/82 1982/83 1983/84
Application
Land acquisition 511 124 2330
Development Works 2643 331 2022
Admin and Other
- Salaries and overheads 917 1025 1029
- Other admin 302 230 494
- Loan repayment and
interest 3952 5121 6447
~ Property Management 306 242 360
~ Loan Repayment Reserve 508 1547 19453

- Other including variations
in cash at bank and

investments 1560 2004 (93)
10699 10624 14532
4. Relations with Commonwealth
Q. "It appears from the evidence that the actual amount

of interest owed to the Commonwealth is dependent
to some extent on land valuations and reference was
made to Holsworthy Village. Could you explain the
history and current status of negotiations between
the MDB and the Commonwealth?"

A. History. At the time of the Commonwealth Government's
involvement with the Macarthur Growth Area, it was
intended that the Holsworthy lands including the Army
Village, be brought to account as part of the Common-
wealth's contribution towards the project.

In this context it is noted that the State Government
had been progressively acquiring lands in the
Campbelltown area, since 1968.

At the time of the Growth Centre's inception, the
value of both the Commonwealth and State lands were
regarded to be of a similar value and consequently
each Government would have made comparative equity
contributions. It was not determined whether such
contributions were to be treated as either capital
or long term loan.

The Commonwealth Government withdrew its support in
1978 and did not proceed with the transfer of the
Holsworthy land. In order to establish the States
contribution to the Growth Area, the State land has
been now taken up in the accounts at its 1974 valuation
plus interest and shown as a debt to the New South
Wales Government.

Current Status. The New South Wales Treasury has

been negotiating with the Commonwealth Government

for several years in respect of loans made to New

South Wales Growth Centres and the New South Wales

Land Commission. Agreement has been reached in respect
of the Land Commission and the Albury-Wodonga Growth
Centre. Negotiations are continuing in respect of

the Bathurst-0Orange -Centre and the DMGA - in that

order of priority (at the suggestion of the Commonwealth).
As the first payment in terms of the agreements between
the Commonwealth and the State falls due on the 15th
June, 1985, the State Government is pressing for revised
arrangements to be finalised before that date.

=
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'Land Valuation

Q.

You stated that a qualified valuer on the staff has
valued the growth area's landholdings, completing

work in December, 1983 and that these results are

being verified by the Valuer-General. It was also
stated that the organisation has current and compre-
hensive records of its land holdings and current usage.

It would assist the Committee if the following
information was provided for each parcel of land held
(both pre-1974 land and post-1974 land).

- description of parcel of land including location
- date acquired

- price paid for land

- capitalised interest on price of land

- cost of development

- ~capitalised interest on development cost

- current holder of title

- book value

- market value (date)

- valuation of Valuer-General (if available)
- area (hectares)

- state of development of land

- zoning

- current use

The details you have requested, subject to the follow-
ing comments, are given on the attached schedules.

Comment

(i) 'Price paid for land' - shown on the schedule

as 'acquisition cost'. Due to the fact that all
properties were acquired by the Crown the prices paid
often reflected the additional costs involved in
compensating owners for their loss. As a standard
practice, over and above the amount of compensation
assessed by the Valuer General's Department, allowances
were paid for legal fees on sale of the land as well

as legal fees on the purchase elsewhere of a property
for the same amount plus stamp duty. In addition
vendors were able to claim for valuation fees if in-
dependent advice was sought and also for allowances
where special circumstances of the purchase warranted
special consideration. Such allowances might include
compensation for disturbance to business or trade,
removal allowances, hardship, purchase of quotas (milk,
eqgs), loss of income and so on.

(ii) 'Capitalised interest and cost of development' -
A system whereby all development costs and interest
costs will be apportioned on a cost recovery basis

is currently being installed and should be in operation
by the beginning of 1985. At present this information
is not available.

/8..



(iii) 'State of Development of Land' - Since the majority
of the DMGA land is still undeveloped, particularly in
L.G.A.'s Camden and Wollondilly, most lands under this
heading are shown as undeveloped or (U/D). Often the

land may have buildings or improvements however still

be regarded as 'undeveloped'. In this regard undeveloped
is synonomous with underdeveloped. This is particularly
true where the land is earmarked or even zoned for a future
development and the "improvements" may or may not conform
with proposed development but are seen from a practical
valuation and future development role as not being the
highest and best use of the land.

(iv) '"Current Use" - The land is categorised in the attached
schedule as being leased, agisted (for grazing) or vacant.

Department of Environment and Planning

Further to your evidence concerning the negotiations between
MDB and DOEP:

(a) Q. "How much land is involved?"
A. Total area is approximately 2137 ha.
(b) Q. "Who holds the title to this land now?"

A. As mentioned above in answer to Question 5, the
Minister Administering the Environmental Planning

and Assessment Act, 1979 still holds the title

of lands funded under Section 16 of State Planning
and Assessment Act, known as the Cumberland Develop-
ment Fund.

(¢) Q. "What is the current market value of the land?"
A. Approximately $51 million.

"If the land is in more than one parcel, please answer
questions (a) to (c¢) for each parcel."

Some 180 parcels are involved. The answers to Questions
(a), (b) and (c) for each parcel can be found by
reference to the parcels marked with an asterisk

(*) in the schedules provided in answer to Question

5.

(d) Q. "The Auditor-General (P.246) refers to assets
and liabilities, apart from titles of land.
Could you explain this reference?”

A. The Auditor-General was referring to furniture
and
fittings acquired with Growth Area funds which
have been retained by the Department of Environment
and Planning and the private borrowings made
in respect of the Growth Area's operations by
the Minister for Planning and Environment which
have not yet been transferred to the DMGA.

(e) Q. "What is the current status of the negotiations?"

A. Agreement has been reached on the land, to be
transferred with exception of land purchased
from Commonwealth and State Grants, known as
Camden Park and land known as Central Hills
land.

/Q



Devélopmental Activities

Concerning developmental activities in the Macarthur
Growth Area:

(a) Q. How is a decision made to undertake a
developmental activity? What criteria are
important in making such a decision?

A. Regard is had to

(i) the objectives of the DMGA

(ii) the potential costs and benefits
to the Growth Area and the DMGA
and the financial risks involved.

(iii) the alternatives for achieving the

development
(iv) the funds required for the development
(b) Q. How are priorities determined? How is the

annual programme developed?

A. Regard is had to the factors referred to in
(a) plus the stage in the development of the
Growth Area reached. Draft programmes are

developed by officers of the Macarthur Division
and submitted to the Macarthur Development Board,
the Director and Minister on a regqular basis.

(c) Q. Who is involved in the decision making processes?

A. The annual programme is subject to the Minister's
approval. Implementation of the programme is
subject to the Director's approval usually after
recommendations are received in the case of
major issues, from the Macarthur Development

Board.
(d) Q. How are developmental activities funded?
A. Revenue generated from the sale and/or lease

of Commercial and Industrial lands. Over the
life of the project additional expenditure is
met from loan funds.

Marketing Activities

(a) Q. Describe the marketing strategy of the MDB?
A. The Market Strategy involves:

(1) Promotion through media, issue of publi-
cations of the investment opportunities
available to those who relocate to Macarthur.

(ii) The involvement of real estate agents,
government departments and overseas offices
to cover as much of the market as possible.

(iii) More recently the DMGA has also become
involved in land development and financial
packaging with the DMGA promoting the
land and the developer putting together
development plans and financial feasibility
studies and then ultimately building the
premises.
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(b) Q. "How successful has this been?"

A. (1)

(ii)

(iii)

(iv)

Up to 30th June, 1984 the DMGA has
sold 118 industrial sites for prices
totalling $12.46M and in the last 12
months period 8 sites were sold which
when developed will employ between
123/190 people.

The DMGA has been able to encourage
retail development in the Growth Area
by leasing commercial sites to:-

- Lend Lease which constructed a major
Regional Shopping complex - Macarthur
Square

- Girvan Bros. which built a District
Shopping Centre at Minto

- Various small retailers.
Residential development

Here the DMGA has been able to meet
demand for -

(1) Housing and medium density sites
at Camden (Camden Downs Estate)

(2) Low density 1 hectare sites at
Denham Court.

(3) "Englobo" sites for residential
development at Minto and Glenfield.

Office development

The DMGA is in the process of appointing
a consultant to prepare details on

sites for office development in the
Regional Centre precinct and staff

are meeting reqularly with New South
Wales and Federal Government bodies
handling decentralisation of employees
to outer Sydney metropolitan area.

(c) Q. "What has been the cost of marketing activities
in each of the last three years?"

A. The direct cost of marketing for the years
ended 1982/84 is estimated as follows:-

1981/82 1982/83 1983/84
Promotion $60,000 $60,000 140,000
Marketing Managers 2 persons 2 persons 3 persons
Admin. Assistants 1 person 1 person 2 persons
Stenographers/Typists 1 person 1 person 1 person
Total Direct Cost approx. $160,000 $160,000 $300,000

/11.
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Balance Sheet Item

In the Balance Sheet as at 30th June, 1983, there
is an item "Other Assets" valued at $5 million in
both 1981-82 and 1982-83. What are these other assets?

The $5M "Other Asset" item, appeared in both the 1982
and 1983 Accounts. This amount represented the difference
between the cost of the site and the price charged

to the Ford Motor Company. This price was determined
by the New South Wales Government on the basis that
should the labour intensive development go ahead,

the State Government would cover the difference.

This matter has now been resolved as the DMGA has

now repurchased the land from fFord "at cost" and the
$5M has been absorbed in the value of finished land
stocks.

Yours faithfully,

Y/ £

D.M: Easson
Director
Macarthur Growth Area
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